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CHARACTERISTICS OF 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 high
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 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, makes 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 of Sing Lee Software (Group)
Limited (the “Company”) (the “Directors”) collectively and individually
accept full responsibility, includes particulars given in compliance with
the Rules Governing the Listing of Securities on GEM of The Stock
Exchange of Hong Kong Limited 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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On behalf of the board of Directors (the “Board”) of Sing Lee Software
(Group) Limited (the “Company”), | am pleased to present the audited
financial results of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December 2019.

BUSINESS REVIEW

Overall Business of the Group in 2019

Driven by the normalised structural reform and the ongoing market
correction of the financial market, the Group has still recorded an
increase of 13% in respect of its net profit in 2019 as a result of its
overall strategy that focuses on a core business and two
complementary products after the commencement of the trade war
between the USA and China, especially under the gradually
deteriorating situation in the surrounding markets. It is the 5th
successive year that the Group has recorded an increase in its
results. Based on this, the Group has seen an obvious efficiency of
business transformation for the past three years. Due to the specific
environment that the banks require investment only for the first half of
the year and continuous gains for the second half of the year against
the suppliers, the Group still achieved an excellent performance with
sales rising by 14% as compared to the same period of last year and
distribution and selling expenses and administrative expenses rising
only by 9% and 5%, respectively.

The State Council and the People’s Bank will strengthen the refined
development and regulation of bank capital products. Meanwhile, this
will also facilitate the further development of the financial market
highly recognised in recent years, which will also gradually replace the
existing profit model of banks. Such development trend will become
more and more obvious in future years. As such, the Group will
further integrate its internal capital products with agent products. At
the same time, larger percentage of investment will be made to the
capital products in the market so as to rapidly expand the market
share of the capital products through more utilization of existing
resource of the Group and the market. With the scope of services
mainly focusing on the large-scale city commercial banks gradually
spreading to the commercial banks in small and medium cities, the
Group established a sales model based on “flexible mixed business
portfolio” with respect of its products as a whole. China Mercantile
Bank, Zhongbang Bank, Zaozhuang Bank and China Resources

Bank were the great cases.
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CHAIRMAN'’S STATEMENT
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“Payment + Service” 1: Against the background of the large
population in China and the wide gap of economic development
among provinces and cities, there are diversified payment methods.
Promoted vigorously by banks and the third party companies, the
payment methods vary in different provinces and cities. Meanwhile,
online and offline payment methods have emerged, making payment
a popular product. Although the non-inductive payment method
under cooperation between the Group and China Construction Bank
has been adopted by Home Inns Group, the size of China and the
difference of economic development of each province provide broad
market for the relevant business of the Group. In addition to
development of new business, the collection and payment platform
collaborated with China CITIC Bank is more likely to have change to
create collaboration operations by changing the business model. As
the medical reform have continued to deepen policies, especially after
the launch of relevant smart system collaborated with hospitals, the
payment service department of the Group marketed the smart
hospital system and signed contracts with some first-class hospitals
at grade three. Because the payment market still has immense
growth potential, accompanied by our in-depth industrial knowledge
and business transformation and innovation mindset, it is natural for

us to propel the overall development and expand the market.

“Payment + Service” 2: The development of merchant service
business and constant expansion of offline market has become one
of the main specific targets of the Group. Previously only serving 3
provincial bank branches three years ago, the Group served 14 banks
in provinces such as Zhejiang, Jiangsu, and the three provinces of
Northeast China in 2019, especially entering Xinjiang Autonomous
Region with special policies, taking the preemptive opportunities for
the Group to occupy the regions which the Group intends to make
efforts to develop. The Group will further conduct the operating
project targeting merchants on a basis of “deepening the value added
services and strengthening cooperation with banks”, and gradually
consolidate its originally separated businesses, so that banking
outsourcing service and payment products are integrated to form a

business portfolio.
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FUTURE OUTLOOK

Although this year the “Epidemic” has heavily blown the economy of
China and the world, as an enterprise with responsibility, mission and
history, the Group is bound to further implement its strategy that
focuses on a core business and two complementary products. The
operational and maintenance platform (Merchants + Bank-Hospital +
Bank-School) evolved from traditional operations remain our main
sources of big data. With the help of these products, the Group will
consolidate the industry, behavioral big data, and the online and
offline businesses to form a new OFFLINE TO ONLINE (O20) model.
We also plan to extend the collaborative model with banks to
commercial banks at all levels. Meanwhile, the development of mixed
business portfolio will be better aligned to the overall requirements of

the financial environment.

The Group will continue to implement stringent cost control and
strengthen the risk control in the overall and various businesses so as
to achieve a sound cycle of “broadening sources of income and

reducing expenses”.

ACKNOWLEDGEMENT

On behalf of the board of Directors, | would like to express sincere
gratitude to all shareholders for their support and to all employees for
their loyalty and dedication. In addition, | would also like to extend
heartfelt appreciation to our customers, partners, suppliers and

bankers for their trust and support.

Hung Yung Lai
Chairman
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MANAGEMENT DISCUSSION AND ANALYSIS

EHEWR S

FINANCIAL REVIEW
The Group is principally engaged in the development and sales of
information and network technologies and services to the financial

industry in the People’s Republic of China (the “PRC”).
Revenue of the Group comprises of:

For the year ended 31 December 2019 (“the financial year”), the
Group recorded a total revenue of approximately RMB129,675,000,
an increase of 14% as compared to the year ended 31 December
2019 (2018: approximately RMB114,088,000).

B35 B R
AEBIBEREARKME(HE]) HEFH
ERHEANSRENREE  BERERRY -

BE-_T-NF+-A=+—BLFE(2HRE
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129,675,0007C * A F R B INA14% (=T
—\F : {9 AR¥114,088,0007T) °

Revenue
]

2019 2018
—2-NF —E-N\F
RMB’000 RMB’000
ARBTR AREFT
Sales of software products HESHEM 15,484 10,936
Sales of related hardware products HEBEE S E SR 8,723 6,831
Provision of technical support services RN SRR 105,468 96,321
129,675 114,088

The increase in the turnover of the Group was mainly attributable to
the increase of 9% in the revenue of the Group’s provision of
technical support services when compared to the same period of last
year. The total revenue for the year 2019 mainly came from the
provision of technical support services. The source of total revenue

for the year 2019 was the same as that for the year of 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cost of sales for the year ended 31 December 2019 is increased by
24% to approximately RMB74,622,000 (2018: approximately
RMB60,066,000). Cost of sales increased in line with business
activities. Gross profit margin was 42% (2018: 47%). The decrease of
gross profit margin was mainly due to an increase in revenue from
outsourcing financial services for bank customers during the year,
which recorded a lower gross profit margin than the Group’s other

provision of technical support services.

Administrative expenses for the year ended 31 December 2019 is
increased by 5% to approximately RMB14,483,000 (2018:
approximately RMB13,730,000). The increase in administrative
expenses was mainly attributable to increase in staff cost. Distribution
and selling expenses for the year ended 31 December 2019 is
increased by 9% to approximately RMB12,488,000 (2018:
approximately RMB11,505,000). The increase in distribution and
selling expenses was mainly attributable to increase in staff cost
Other income mainly included Government grants and interest
income; and other gains and losses mainly included exchange
differences and fair value changes in financial assets at fair value

through profit or loss.

Research and development expenses for the year ended 31
December 2019 is decreased by 75% to approximately
RMB1,742,000 (2018: approximately RMB6,881,000). The decrease
in research and development costs was mainly due to the Group

allocated less resources on researching the new technology.

Profit for the year ended 31 December 2019 is increased by 13% to
approximately RMB25,004,000 (2018: approximately
RMB22,203,000). Increase in revenue is the main factor leading to

the profit increased.

No equity-settled share-based payment was recognised for the year
ended 31 December 2019 (2018: approximately RMB820,000).

THEWRSH
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MANAGEMENT DISCUSSION AND ANALYSIS

EHEWR S

Hangzhou Singlee Technology Company Limited (“Singlee
Technology”), a subsidiary of the Company, was established in
Hangzhou, PRC, is regarded as a High and New Technology
Enterprise and is therefore entitled to 15% preferential tax rate for
PRC enterprise income tax. According to the PRC Enterprise Income
Tax Law, the applicable tax rate of Hangzhou Singlee Software
Company Limited (“Singlee Software”), and Xin Yintong Technology
Co., Ltd. (“Xin YinTong”) is 25% for the years ended 31 December
2019 and 2018.

For the year ended 31 December 2019, reversal of impairment on
trade receivables amounted to approximately RMB923,000 (2018:
approximately RMB86,000). The Group adopted legal and
appropriate measures to collect debts and reduce loss through,
amongst others, phone calls, facsimile, letters, visits, interviews, as
well as legal actions as the final resort. The Group will also actively

improve its receivables collection policy to enhance cash flows.

Property, plant and equipment comprise mainly the Group’s owned
properties, leasehold improvements, computer and related equipment
and motor vehicles. Not much movement when compared to the

same period of last year.

Intangible assets comprise mainly the Group’s capitalised
development costs. Increase of 44% is mainly attributable to the

Group’s further investments in the intangible assets.

Trade receivables and contract assets increased in line with business
activities during the fourth quarter of current year. During the year
under review, the trade receivables and contract assets turnover (the
average of the trade receivables balance and contract assets at the
beginning and the end of the year divided by the total revenue of the
year times 365 days) increased by 18 days to 202 days (2018: 184
days). The Group’s customers are generally granted with credit period
ranging from 120-180 days. The Group is comfortable with the
quality of the trade receivables and contract assets and will continue

to exercise due care in managing the credit exposure.
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MANAGEMENT DISCUSSION AND ANALYSIS

Borrowings amounted to approximately RMB68,471,000 as at 31
December 2019 (2018: approximately RMB77,435,000), representing
a decrease of 12%, which is mainly attributable to the repayment of
unsecured director’s loans, partly offset by increase in unsecured
director’s loans during the year. The borrowings would be used for

general corporate purposes including working capital.

We will continue striving our best to increase sales and strengthen
our cost control measures. With the products of our Group becoming
more mature in the market and the effective cost control, we expect
that financial results of the Group would be further improved in the

coming year.

CAPITAL EXPENDITURE

The Group incurred capital expenditure of approximately
RMB10,193,000 (2018: approximately RMB10,859,000) during the
year ended 31 December 2019, mainly attributable to the additions in

intangible assets developed internally.

LIQUIDITY, FINANCIAL RESOURCES AND
GEARING RATIO

The operating expenditures of the Group are funded by cash flow
from operations, the net proceeds from the rights issue on 21 May
2019 and borrowings. The Group has adequate sources of funds to

meet its future working capital requirements.

As at 31 December 2019, the Group held cash and cash equivalents
denominated in RMB, US dollars and HK dollars, amounted to
approximately RMB76,170,000 (2018: approximately
RMB45,648,000). The increase on bank balances and cash was
mainly due to proceeds from the rights issue in May 2019, and
collection of receivables. The Group’s current ratio, based on total
current assets over total current liabilities, as at 31 December 2019

was approximately 5 times (2018: approximately 2 times).
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MANAGEMENT DISCUSSION AND ANALYSIS

EHEWR S

The Group’s net cash inflow for the year ended 31 December 2019
approximately amounted to RMB30,522,000 (2018: approximately
RMB10,614,000).

At 31 December 2019, the Group had the following outstanding

borrowings:

BE-_Z-NF+-_A=+—"HIFE KX&£H
REeERAFELHAEAREZ0,522,000T( =2
— )\ HAREE10,614,0007T) °

RZB-NF+-_A=1+—0 KTEENHKREE

2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
ARBT T ARETFT
Fixed-rate borrowings: TEMEE:

Unsecured loans from a director BIEHEEES 57,471 66,435
Secured bank borrowings BEIFRITEE 11,000 11,000
68,471 77,435

The borrowings’ contractual maturity dates are as follows: EEALHREBBMT
2019 2018
—E-hF —E-N\F
RMB’000 RMB’000
AR¥TT ARETT
Within one year 1R 12,243 28,131
Between one to two years 1224 8,200 5,157
Between two to five years 2B 54 15,586 13,137
More than five years 5F 1% 32,442 31,010
68,471 77,435

The loans from a director of approximately RMB52,158,000 (2018:
RMB51,995,000) are denominated in HK dollars, other borrowings

are denominated in the functional currency of the respective group

entity.

SING LEE SOFTWARE (GROUP) LIMITED

Annual Report 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

During the year 2017, the Group entered into two revolving loan
facility agreements with a bank with a total credit amounts of
RMB11,000,000. The maturity date of the two revolving loan facilities
is on 25 June 2020 and 31 July 2020 respectively. These two

revolving loan facilities were fully utilised as at 31 December 2019.

No interest was capitalised by the Group during the year (2018: Nil).

The gearing ratio of the Group, based on total liabilities over total
assets, as at 31 December 2019 was approximately 50% (2018:
approximately 67%). The gearing ratio improvement is the result of
very disciplined and focused management over working capital. The
Group remains confident that gearing ratio can further improve going

forward.

USE OF PROCEEDS FROM RIGHTS ISSUE

The Company completed a rights issue on 21 May 2019, pursuant to
which the Company has issued 439,080,000 ordinary shares of the
Company of HK$0.01 each as rights shares at HK$0.06 per rights
share on the basis of two rights shares for every one existing share
held on 24 April 2019. The net proceeds from the rights issue (after
deducting the expenses) were approximately HK$24,420,000
(equivalent to approximately RMB21,564,000). The Company
intended to apply net proceeds for general working capital of the

Group.

As at 31 December 2019, a total of approximately HK$15,900,000
(equivalent to approximately RMB14,040,000) was paid for general
working capital, which was applied consistently with the intended
uses previously disclosed in the circular of the Company dated 25
April 2019. The remaining of approximately HK$8,520,000 (equivalent
to approximately RMB7,524,000) will be utilised as intended.
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MANAGEMENT DISCUSSION AND ANALYSIS

EHEWR S

CAPITAL STRUCTURE

During the year ended 31 December 2019, 439,080,000 rights
shares were allotted and issued. During the year 2018, our directors
and option holders other than the directors of the Company exercised
2,545,000 and 11,185,000 share options respectively granted in April
2017.

Pursuant to the terms of the share option schemes, adjustments may
be required to be made to the exercise prices of and/or the number
of the Shares falling to be issued upon exercise of the outstanding
Share Options granted by the Company under the share option

schemes respectively as a result of the Rights Issue.

BRE

HE-_ZT-NF+_A=+—HLEFE"
439,080,000 R AR IRty B ER 2 R BETT - M
—N\F+ZA=T—HIEFE FAEEZESEK
FARREEDIITE T AEER T —+ 5N
A& F 22,545,000 §% & 11,185,000 B fE AL 4 -

BB B 2550 - ARETTHE - AR F]
WRIREE B AT IR A0 i R AT BE AR FE T T(E 1R
1P BTN 2 TEERLEE ATaERETH

%%o

Immediately prior to the

adjustment as a result of

completion of the Rights Issue

Immediately after the

adjustments as a result of

completion of the Rights Issue

Date of grant R BH SR 7T AR T 4E H R AT SERATHRARMELBEE
Adjusted
Number of number of
Shares falling to Shares falling to
be issued upon be issued upon
exercise of the exercise of the Adjusted
Outstanding Exercise price Outstanding exercise price
Share Options  per Share (HK$)  Share Options per Share (HK$)
e A 1T 150 B A A
el AR T 150 BB A ETREEET R
BEITEEET BRITEE  EITHKAE BRITEE
EITEVAR BB (B7T) Pt 88 GETT)
19 January 2010 —Z-TF—-F+ANRH 7,680,000 0.2000 9,086,208 0.1690
16 August 2010 —ZT-ZFN\A+RH 2,360,000 0.8400 2,792,116 0.7100
28 February 2011 —2——F=-—A=+/)\H 65,000,000 0.7300 76,901,500 0.6170
28 February 2011 —E——F®-A=-+/)\H 12,290,000 0.7140 14,540,299 0.6035
24 June 2013 —E-=FXAZ+HmA 6,240,000 0.1122 7,382,544 0.0948
15 May 2015 —E-RAFRATHH 19,750,000 0.4300 23,366,225 0.3635
07 April 2017 —E—tFMALEH 72,210,000 0.1820 85,431,651 0.1538
185,530,000 219,500,543
SING LEE SOFTWARE (GROUP) LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

Save as disclosed above, the Company had no other changes in

capital structure during the year ended 31 December 2019.

ACQUISITION AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES
The Group did not have any material acquisitions or disposals of

subsidiaries and affiliated companies during the year.

RISK MANAGEMENT

The Group has established and maintained sufficient risk
management procedures to identify and control various types of risk
within the organisation and the external environment with active
management participation and effective internal control procedures in

the best interest of the Group and its shareholders.

OPERATING SEGMENTS

The Group’s revenue segmented on types of goods or services

delivered or provided:

a)  Sales of software products
b)  Sales of related hardware products

c)  Provision of technical support services

For the year ended 31 December 2019, provision of technical support
services remained the principal source of revenue of the Group. This

services revenue accounted for 81% (2018: 84%) of Group revenue.

For the year ended 31 December 2019, the Group recorded revenue
from sales of software products, sales of related hardware products
and provision of technical support services increase of 42%, 28%
and 9% respectively as compared to the year ended 31 December
2018. Increase in contracts is the main factor leading to the revenue

increased.
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MANAGEMENT DISCUSSION AND ANALYSIS

TEHEBAWRRSH

Segment results grew to approximately RMB30,891,000 (2018:
approximately RMB30,792,000) mainly due to operational efficiency.

Details of operating segments are presented for the Group as

disclosed in note 6 to the consolidated financial statements.

EMPLOYEE INFORMATION

As at 31 December 2019, the Group had 850 employees (2018: 735
employees), including both the PRC and Hong Kong employees.
Remuneration and bonus policy are basically determined by the
performance of the individual employees and financial results of the
Group. Total staff costs for the year amounted to approximately
RMB65,439,000 (2018: approximately RMB54,930,000).

The Group adopted a share option scheme, details of which were set

out in the “Report of the Directors”.

CHARGE ON GROUP ASSETS

As at 31 December 2019, certain properties of the Group located in
Hangzhou with an aggregate net carrying amount of approximately
RMB9,992,000 (2018: approximately RMB10,539,000) were used to

secure the banking facilities.

FUTURE PLANS FOR MATERIAL INVESTMENTS
AND EXPECTED SOURCE OF FUNDING

Details of the Group’s future plans for material investments or capital
assets and their expected source of funding have been stated in the
Company’s prospectus dated 30 August 2001 under the sections
headed “Statement of Business Objectives” and “Reasons for the

New Issue and Use of Proceeds” respectively.

EXPOSURE TO EXCHANGE RATE FLUCTUATION
The Group’s revenue generating operations are mainly transacted in
RMB. The Directors consider the impact of foreign exchange

exposure to the Group is minimal.

SING LEE SOFTWARE (GROUP) LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

CONTINGENT LIABILITIES

As at 31 December 2019, the Group did not have any material
contingent liabilities (2018: Nil).

ENVIRONMENTAL POLICIES AND
PERFORMANCE

Our commitment to protect the environment is well reflected by our
continuous efforts in promoting green measures and awareness in
our daily business operations. The Group encourages environmental
protection and promotes awareness towards environmental
protection to the employees. The Group adheres to the principle of
Recycling and Reducing. It implements green office practices such as
make use of water efficiently, double-sided printing and copying,
setting up recycling bins, promoting using recycled paper and
reducing energy consumption by switching off idle lightings and
electrical appliance. The Group is also using office equipment carrying
Energy Label issued by the Electrical and Mechanical Services

Department which save energy in the offices.

The Group will review its environmental practices from time to time
and will consider implementing further eco-friendly measures and
practices in the operation of the Group’s businesses to move towards
adhering the 3Rs — Reduce, Recycle and Reuse and enhance

environmental sustainability.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the year ended 31 December 2019, there was no incidence of
non-compliance with the relevant laws and regulations of the places
in which the Group operates that which has significant impact on the

business operations of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

EHEWR S

RELATIONSHIPS WITH STAKEHOLDERS

The Company recognises that employees are our valuable assets.
Thus the Group provides competitive remuneration package to attract
and motivate the employees. The Group regularly reviews the
remuneration package of employees and makes necessary

adjustments to conform to the market standard.

The Group also understands that it is important to maintain good
relationship with business partners and bank enterprises to achieve
its long-term goals. Accordingly, our senior management have kept
good communication, promptly exchanged ideas and shared
business update with them when appropriate. During the year, there
was no material and significant dispute between the Group and its

business partners or bank enterprises.

The Group collaborates with responsible suppliers to provide quality
goods with competitive pricing. To this end, the Group implements
policies on supply chain management to ensure fair suppliers
selection procedures. The suppliers should fulfill the requirements in
the supplier screening procedures and the Group’s experienced
employees ensure those goods received from the suppliers meet the

Group’s expectation.

KEY RISKS AND UNCERTAINTIES

The Group’s financial condition, results of operations, and business
prospects may be affected by a number of risks and uncertainties
directly or indirectly pertaining to the Group’s businesses. The
followings are the key risks and uncertainties identified by the Group.
There may be other risks and uncertainties in addition to those shown
below which are not known to the Group or which may not be

material now but could turn out to be material in the future.
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MANAGEMENT DISCUSSION AND ANALYSIS

Market Risks

Market risk is the risk that deteriorates profitability or affects ability to
meet business objectives arising from the movement in market prices,
like foreign exchange rates, interest rates and equity prices. The
management of the Group manages and monitors these exposures
to ensure appropriate measures are implemented on a timely and

effective manner.

Foreign Exchange Rates Risk

The Group’s assets and liabilities were denominated in Renminbi,
Hong Kong dollars (“HKD”) and United States dollars (“USD”), in view
of the potential HKD and USD exchange rate fluctuation the Group
undertake foreign exchange rate risk. The Group currently does not
have a foreign currency hedging policy. However, the management
monitors foreign exchange exposure and will consider hedging

significant foreign currency exposure when the need arises.

Interest Rate Risk

For interest-sensitive products and investments, the Group analyses
its interest rate exposure on a dynamic basis and considers managing
this risk in a cost-effective manner when appropriate, through variety

of means.

Liquidity Risk

Liquidity risk is the potential that the Group will be unable to meet its
obligations when they fall due because of an inability to obtain
adequate funding or liquidate assets. In managing liquidity risk, the
Group monitors cash flows and maintains an adequate level of cash
and cash equivalent to ensure the ability to finance the Group’s
operations and reduce the effects of fluctuation in cash flows. The
management of the Group monitors the utilisation of borrowings and
ensures compliance with all the loan limits or covenants (where

applicable) on any of its borrowing facilities.
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MANAGEMENT DISCUSSION AND ANALYSIS

EHEWR S

Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed
internal processes, people and systems or from external events.
Responsibility for managing operational risks basically rests with every
function at divisional and departmental levels. Key functions in the
Group are guided by their standard operating procedures, limits of
authority and reporting framework. Our management will identify and
assess key operational exposures regularly so that appropriate risk

response can be taken.

Investment Risk

Investment risk can be defined as the likelihood of occurrence of
losses relative to the expected return on any particular investment.
Key concern of investment framework will be balancing risk and
return across different investments, and thus risk assessment is a
core aspect of the investment decision process. Proper authorisation
system has been set up and detailed analysis will be made before
approving investments. Regular updates on the progress of the

investments of the Group would be submitted to the Board.

Manpower and Retention Risk

The Group may face the risk of not being able to attract and retain
key personnel and talents with appropriate and required skills,
experience and competence which would meet the business
objectives of the Group. The Group will provide attractive

remuneration package to suitable candidates and personnel.

Business Risk

Performance of the Group’s core business will be affected by various
factors, including but not limited to economic conditions, performance
of property markets in regions where our investments locate, the
performance of the fund managers for our invested funds, which
would not be mitigated even with careful and prudent investment

strategy and strict procedure.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cyber Attack and Security Risk

The Group could be impacted negatively if it sustains cyberattacks
and other data security breaches that disrupt its operations or
damage its reputation. For example, various information and sensitive
or confidential data relating to its operations may be subject to attack
from hackers and other malicious software programs that attempt to
exploit any security vulnerability in its system; Sophisticated software
and applications that it produces may contain “bugs” that could
unexpectedly interfere with the operation of the system or may
present unidentified security risk; Misappropriation of sensitive or
confidential data about its customers could lead the Group to loss of
reputation, and exposure to potential litigation and liability. The Group
will continue to enhance IT security and security information
awareness and comply with mandatory privacy and security
standards and protocols imposed by law, regulation, industry

standards, or contractual obligations.

Intellectual Property Risk

The Group could suffer if it does not develop and protect its own
intellectual property. The Group will take full advantage of legal
protections by applying for software copyright. For licensed
Intellectual Property, take appropriate steps to assure its continued

validity.

PROSPECTS OF NEW PRODUCTS

Please refer to the “Chairman’s Statement” for a discussion on this.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEBWESH
FIVE YEARS FINANCIAL SUMMARY OF THE T EFEENBBEHTE
GROUP
Year ended Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December 31 December
2019 2018 2017 2016 2015
—E-NEF —E-N\EF —T—+tF —E-REF —E-nE
+=A=+-B t-A=+—R +ZA=t—H +ZA=+—H +ZA=t+—H
HEE HFE IHFE HFE HFE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARM®T T ARBFT ARBTFT ARBFT ARBFT
Revenue HEKA 129,675 114,088 79,168 64,557 55,819
Profit attributable to A& 3R {4 7
shareholders 25,004 22,203 15,798 7,028 1,294
Total assets BERE 192,474 152,558 107,905 75,030 56,131
Total liabilties aEeE (95,522) (102,174) (82,555) (71,772) (60,711)
Net assets (iabilities) ZE (&) FE 96,952 50,384 25,350 3,258 (4,580)
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BIOGRAPHICAL INFORMATION OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS
Mr. Hung, Yung Lai, aged 75, the Chairman of our Group and the

director of Strategic Development Committee. Mr. Hung, who
graduated from Shanghai Conservatory of Music, is also among the
founders of the Group. He is in possession of more than 30 years’
company management and strategy programming experience and
over 20 years’ successful experience in managing high-tech
companies; hence he is familiar with the China business management
and marketing planning. Mr. Hung is now in charge of the Group’s

macrostrategy and the enterprise’s development.

Mr. Cui, Jian, aged 66, a Director of our Group. Mr. Cui is one of the
founders of Hangzhou Singlee Software Co., Ltd. and has been
working for our Group since its founding in 1993. Mr. Cui is
responsible for the investment programming of the Group. Before
joining the Group, he used to work for China Hangzhou
Automatization Research Institute and Hangzhou Huayuan Computer
Application Research Institute as director and president of their

Developing Departments.

Mr. Hung, Ying, aged 50, a Director and Vice Chairman of our
Group. He had been the deputy general manager of Hangzhou
Singlee Technology Co., Ltd. and Hangzhou Singlee Software Co.,
Ltd of the Group from April 2007 to April 2011. Prior to joining the
Group, he had worked as the marketing director and general
manager in Beijing San Ding Ti Lian Network Technology Company
Limited from May 2001 to December 2005. Mr. Hung graduated in
information, social and management sciences (majoring in business
administration) from University of Paisley and obtained an EMBA from
Peking University. Mr. Hung has several years of experiences in
management, and is specialised in market planning and sales. Mr.
Hung is the son of Mr. Hung Yung Lai, the chairman and executive

director of the Company.
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BIOGRAPHICAL INFORMATION OF DIRECTORS AND SENIOR MANAGEMENT

EFhkEREHEEREE

Mr. Lin, Xue Xin, aged 44, a Director and Chief Executive Officer of
our Group. Mr. Lin has 17 years of experience in the field of computer
technology. He obtained his bachelor degree of Computer Science
and Technology from People ‘s Liberation Army Polytechnic University
in 2009. Mr. Lin joined the Group since 2000 and was appointed as
the general manager of Hangzhou Singlee Technology Co., Ltd, a
subsidiary of the Company, in May 2011. Between 2010 and 2012,

Mr. Lin was also employed as a technology expert in UnionPay.

INDEPENDENT NON-EXECUTIVE DIRECTORS
AND AUDIT AND RISK MANAGEMENT

COMMITTEE
Mr. Pao, Ping Wing, JP, aged 72, was appointed as an independent

non-executive director of the company in December 2003. In the past
years, he had been actively serving on government policy committees
and authorities, including those relating to town planning, urban
renewal, public housing and environment matters. He has been
appointed as a Justice of the Peace of Hong Kong since 1987. He
was an ex-urban councilor. He obtained a Master of Science Degree
in Human Settlements Planning and Development from the Asian
Institute of Technology in Thailand in 1980. He was elected as one of
the Ten Outstanding Young Persons of Hong Kong in 1982 and one
of the Ten Outstanding Young Persons of the World in 19883. Mr. Pao
is a Hon. Fellow of the Hong Kong Institute of Housing. He is an
independent non-executive director of Oriental Press Group Limited,
Capital Environmental Holdings Limited, Zhuzhou CRRC Times
Electric Co., Ltd., Soundwill Holdings Limited and Maoye International

Holdings Limited, all of which are listed on the Stock Exchange.

Mr. Thomas Tam, aged 72, an independent non-executive director
of the Group, is the fellow member of the Hong Kong Institute of
Certified Public Accountants. He was the founding partner of Wongs
& Tam, Certified Public Accountants, a public accounting firm in Hong

Kong, set up in 1973 and is now a consultant of the accounting firm.
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BIOGRAPHICAL INFORMATION OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Lo, King Man, JP, SBS, BBS, aged 82, an independent non-
executive director of the Group. Mr. Lo began his career in academic
administration at the University of Hong Kong and became deputy
director of the former Hong Kong Polytechnic in 1986. He was also
appointed director of the Hong Kong Academy for performing arts in
1993. Mr. Lo is the Justice of Peace in Hong Kong, and he has an
extensive record of public service. He has also served on the
governing or executive bodies of numerous educational and cultural
organizations. He was appointed as independent non-executive

director of Chow Sang Sang Holding Int’l Ltd. in September 2004.

SENIOR MANAGEMENT
Mr. Tong, Tsz Kwan, aged 40, is the Chief Financial Officer and the

Company Secretary of the Group. Mr. Tong is the member of the
Anxi County, Fujian Province Committee of Chinese People’s Political
Consultative Conference. Mr. Tong is the Vice Chairman of Hong
Kong Federation of Fujian Associations Limited, East Kowloon. Mr.
Tong is also the Council Member of Hong Kong Fukien Chamber of
Commerce. Mr. Tong is also the Vice General Secretary of the 5th
Committee of Quanzhou Overseas Friendship Association and
director of the An Kwei Clans Association (H.K.) Limited. He is the
Vocational Training Council Accountancy Training Board member,
External Academic Advisor of Master of Science in Professional
Accounting and Corporate Governance in City University of Hong
Kong, External Advisor of the Department of Accountancy and Law of
Hong Kong Baptist University and advisor of Business Association,
Business and Economics Association, the Hong Kong University
Students’ Union. Mr. Tong holds a Master of Business Administration
Degree in Finance from University of Southern Queensland. He is a
fellow member of the Association of Chartered Certified Accountants
and a Certified Public Accountant of the Hong Kong Institute of
Certified Public Accountants. Mr. Tong is a fellow member of The
Institute of Chartered Secretaries and Administrators and a fellow
member of The Hong Kong Institute of Chartered Secretaries. He
joined the Group in June 2007. He has accumulated over ten years of
accounting, auditing and corporate financing experiences. He is now
responsible for accounting, corporate financing and company

secretarial duties.
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The Directors have pleasure in presenting their annual report and the
audited consolidated financial statements of the Company for the

year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of the Group are the development and sale of
information and network technologies and services to the financial
industry in the PRC. There were no significant changes in the nature

of the Group’s principal activities during the year.

The principal activities of the subsidiaries are set out in note 30 to the

consolidated financial statements.

SEGMENTAL INFORMATION

An analysis of the Group’s revenue and contribution to the profit from
operation by principal activities and geographical area of operations
for the year ended 31 December 2019 is set out in note 6 to the

consolidated financial statements.

RESULTS

The results for the year are set out in the consolidated statement of

profit or loss and other comprehensive income on page 92.

The directors of the Company do not recommend the payment of
dividend.
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BUSINESS REVIEW

A discussion and analysis of the activities as required by Schedule 5 to
the Companies Ordinance (Chapter 622 of the Laws of Hong Kong)
(the “Company Ordinance”), including a fair review of the business, a
discussion of the principal risks and uncertainties facing the Group,
particulars of important events affecting the Group that have occurred
since the end of the financial year 2019, an indication of likely future
development in the Group’s business, disclosures relating to the
Group’s environmental policies and performance, and relationships
with major stakeholders can be found in the“Chairman’s Statement”
and“Management Discussion and Analysis” sections of this annual

report. These discussions form part of this directors’ report.

Throughout 2019, there was no incidence of non-compliance with the
relevant laws and regulations that have a significant impact on the

Group’s business.

CLOSURE OF THE REGISTER OF MEMBERS

The register of members of the Company will be closed from 22 May
2020 to 28 May 2020, both days inclusive, in order to determine the
identity of the Shareholders who are entitled to attend the forthcoming
annual general meeting to be held on 28 May 2020 (the “AGM”). In
order to be eligible to attend and vote at the forthcoming AGM, all
transfer accompanied by the relevant share certificates and transfer
forms must be lodged with the Company’s share registrar in Hong
Kong, Tricor Abacus Limited, at Level 54, Hopewell Centre, 183
Queen’s Road East, Hong Kong before 4:30 p.m. on 21 May 2020.

SUMMARY OF FINANCIAL INFORMATION

A summary of the published results and assets and liabilities of the
Group for the last five financial years, as extracted from the audited
consolidated financial statements, is set out on page 22 of the annual

report.

RESERVES

Details of the movements in the reserves of the Group and the
Company during the year are set out on page 95 and page 215

respectively.
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PROPERTY, PLANT AND EQUIPMENT
Details of the movements in property, plant and equipment of the
Group during the year are set out in note 14 to the consolidated

financial statements.

SHARE CAPITAL AND SHARE OPTIONS
Details of the Company’s share capital and share options scheme are
set out in notes 26 and 27 to the consolidated financial statements

respectively

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company’s
Bye-laws or the law of Bermuda which would oblige the Company to

offer new shares on a pro rata basis to existing shareholders.

DISTRIBUTABLE RESERVES

Pursuant to the Company Act 1981 of Bermuda, share premium of
the Company is distributable to the shareholders. At 31 December
2019, the company had no reserve available for distribution to equity
owner of the company (2018: Nil).

MAJOR SUPPLIERS AND CUSTOMERS
The percentage of purchases and sales for the year ended 31
December 2019 attributable to the Group’s major suppliers and

customers are as follows:

Purchases

— the largest supplier 23% (2018: 59%)
— five largest suppliers combined 38% (2018: 73%)
Sales

52% (2018: 35%)

74% (2018: 62%)

— the largest customer

— five largest customers combined

None of the Directors, their associates or any shareholder (which to
the knowledge of the directors owns more than 5% of the company’s
share capital) had an interest in the major suppliers or customers
stated above.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER FTERRREMALRRSD - HE
PERSONS’ INTERESTS AND SHORT POSITION B RkEEECEZRARE

IN SHARES, UNDERLYING SHARES AND

DEBENTURES

So far as is known to any directors or chief executives of the HEA N T B BT AR A A B
Company, as at 31 December 2019, shareholders (other than FEHTHZF—H DT BIRESES KIS {lﬂﬁj
directors or chief executive of the Company) who had interests or FEXVEEE 2 K3 57 BRI SR A AR N E B R
short positions in the shares, underlying shares and debentures of the AN E B0 B A B8 B oy B R 25 A B B (AR N ] ﬁ
Company which would fall to be disclosed to the Company under the HETIAE SR ) B B s R B R B T A A P
provisions of Divisions 2 and 3 of Part XV of the SFO, or directly or FIE T A EE A HAr R & A F R R E
indirectly, interested in 5% or more of the nominal value of any class 5 (A B IS A EE 2 S% B L 0 BiiR iR
of share capital carrying rights to vote on all circumstances at general 255 NSRBI 336 (R AF BN B MHATEtst ¢
meeting of any other members of the Group or substantial

shareholders as recorded in the register required to be kept by the

Company under Section 336 of the SFO were as follows:

(@ Ordinary shares of HK$0.01 each of the Company (=) RKAFEBREBECABTZERR

Number of shares held

REROHE
Percentage of
Name of shareholder Capacity/Nature of interest Long position  Short position shareholding
R B g b HRa KA HEREBOH
Goldcorp Industrial Limited Beneficial owner 431,782,500 - 32.78%
EmBA (note 1)
(B=E1)
Great Song Enterprises Limited Beneficial owner 431,782,500 - 32.78%
EmEBAA (notes 1 and 2)
(i3t 1 K 2)
Mr. Hung Yung Lai Corporate interest 431,782,500 - 32.78%
RERIIB S EE R (notes 2 and 4)
GEPTY
Beneficial owner 66,957,500 - 5.08%

BESHEA A

G (KB RIBAERAT
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Name of shareholder

Capacity/Nature of interest

Number of shares held

BFEROBE

Percentage of

Long position  Short position shareholding

IRREB B Rz ER L3y KE FEREFESHL
Ms. Li Kei Ling Corporate interest 431,782,500 - 32.78%
TEHRBR LT EE R (notes 2 and 3)
(MFE2 %.3)
Mdm lu Pun Family interest 575,641,500 - 43.70%
w22+ ERL o (note 5)
(Mt5E5)
(b) Share options (=) BEeE
Number of
Number of underlying
Name of shareholder Capacity/Nature of interest options held shares
BEZBRE
IR EB B3 R %A MHEROHE
Mr. Hung Yung Lai Beneficial owner 76,901,500 76,901,500
REEIIS A EnlEEA
Notes: Wit -

Goldcorp Industrial Limited is a limited liability company
incorporated in the British Virgin Islands equally owned by Mr.
Hung Yung Lai and Great Song Enterprises Limited which in turn
is wholly owned by Ms. Li Kei Ling.

The Shares were held by Goldcorp Industrial Limited.

Ms. Li Kei Ling controls more than one third of the voting power
of Great Song Enterprises Limited which in turn holds more than
one third of the voting power of Goldcorp Industrial Limited. Ms
Li Kei Ling is deemed, by virtue of the SFO, to be interested in
the same 431,782,500 shares held by Goldcorp Industrial
Limited.
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4. Mr. Hung Yung Lai controls more than one third of the voting
power of Goldcorp Industrial Limited. Mr. Hung Yung Lai is
deemed, by virtue of the SFO, to be interested in the same
431,782,500 shares held by Goldcorp Industrial Limited.

5. These shares are beneficially owned by Goldcorp Industrial
Limited as mentioned in Note 4 of above. Mr. Hung Yung Lai is
deemed to be interested in the same 431,782,500 shares held
by Goldcorp Industrial Limited. Mdm lu Pun is the wife of Mr.
Hung Yung Lai and is deemed to be interested in these shares in
which Mr. Hung Yung Lai is deemed or taken to be interested for
the purpose of the SFO. She is also deemed to be interested in
the 76,901,500 share options and the 66,957,500 shares
beneficially owned by Mr. Hung Yung Lai as mentioned in Note 4
above for the purpose of SFO.

Save as disclosed above, as at 31 December 2019, the directors or
chief executives of the Company were not aware of any other person
(other than directors or chief executives of the Company) who had an
interest or short position in the shares, underlying shares and
debentures of the Company which would fall to be disclosed to the
Company under the provision of Divisions 2 and 3 of Part XV of the
SFO, or who was interested in 5% or more of the nominal value of
any class of share capital carrying rights to vote in all circumstances
at general meeting of any other member of the Group or any other
substantial shareholders as recorded in the register required to be
kept by the Company under Section 336 of the SFO.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITION IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2019, the interests or short positions of the
directors and chief executives 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 (Chapter 571 of Laws of Hong
Kong (the “SFO”)) which were notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which he/she is taken or
deemed to have under such provisions of the SFO); or which were
required to be entered into the register required to be kept by the
Company, pursuant to Section 352 of the SFO, or which were
required, pursuant to Rules 5.48 to 5.67 of the GEM Listing Rules, to

be notified to the Company and the Stock Exchange, were as follows:

EERFETHRAERKRDG - HE
RIOKREER2EZRAR

—NE+ZA=+—8 ' KRAESERKT
HBENA AR S EMEMBEEZE (TR RE
HREIEROIEXVE (BB EPIEST1E)) 2
&ty - ARG REEZFEEAREIESRR
HEIEMEXVEET RESHEAMEARR
B P 2 HEm SO B (BIERFRIEE %%&Hﬁi%
GROIE) Z B R XAEARE S B E A B 2 50K
B SREBEZSFRABKRAEIB2KEEELR
KRR EFHNERLMKBERIEGEM EMRAIE
5.48F 5.67 R7AME A1 7] K Bt 32 P ) i 2 [

KBRS ¢

il

Directors’ interests in securities of the Company: EENADNAIBENRESR
Interest in Percentage of
underlying aggregate interests
Long/ Capacity/ Interests in shares of Aggregate to total issued share
Name of Directors Short Position Nature of interests  ordinary shares share options interests  capital of the Company
REBREMRS EARFBRITRA
] i/ %R 5/ EEER REERYHER BEROTOER BREE  AENEERBIL
Mr. Hung Yung Lai Long Position Corporate interest 431,782,500 - 431,782,500 32.78%
BRERAE e FEER (note 1)
(Hit1)
Long Position Beneficial owner 66,957,500 76,901,500 143,859,000 10.92%
35} BRBEAA
Mr. Hung Ying Long Position Beneficial owner 14,547,500 8,654,377 23,201,877 1.76%
RRASTHE HE EnEAA
Mr. Lin Xue Xin Long Position Beneficial owner 9,470,000 6,944,797 16,414,797 1.25%
MBS E HE EnEAA
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Interest in Percentage of
underlying aggregate interests
Long/ Capacity/ Interests in shares of Aggregate to total issued share
Name of Directors ~ Short Position Nature of interests  ordinary shares share options interests  capital of the Company
REBRAEMRS ERDAEBITRE
] #/%RE 5/ REER REERVHER BEROTOER BREE AENEERBEIL
Mr. Pao Ping Wing Long Position Beneficial owner - 1,017,466 1,017,466 0.08%
TIRER S HE EnEAA
Mr. Thomas Tam Long Position Beneficial owner - 1,017,466 1,017,466 0.08%
HEE ST E HE EnEAA
Mr. Lo King Man Long Position Beneficial owner - 1,017,466 1,017,466 0.08%
ERXEE HE EnEAA
Directors’ interests in the associated corporation: ESREBREENER
Percentage of
total number of
shares of
Name of the associated
Long/ Capacity/ the associated Number of corporations
Name of Director Short Position Nature of interests  corporation ordinary shares held (note 2)
EEE LB R 5
AEMEIL
Eupg i/ KR 5/ REER B EEEE BFENEBRHA (Hfzt2)
Mr. Hung Yung Lai Long Position Beneficial owner Goldcorp Industrial Limited 1 50%
AR B4 "E BEmlEBA
Notes: BT -

1. The Shares were held by Goldcorp Industrial Limited. Mr. Hung Yung 1.

Lai has 50% interest in Goldcorp Industrial Limited.

2. The entire issued capital of Goldcorp Industrial Limited as of 31 2.

December 2019 composed of 2 ordinary shares.
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Save as disclosed above, as at 31 December 2019, none of the
Directors and chief executives of the Company had any interests or
short positions in any shares, underlying shares and debenture of the
Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which would have to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they were taken
or deemed to have under such provisions of the SFO), or which were
recorded in the register required to be kept by the Company pursuant
to Section 352 of the SFO, or which were required, pursuant to Rules
5.48 10 5.67 of the GEM Listing Rules, to be notified to the Company
and the Stock Exchange.

SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was adopted
on 27 August 2001 for the primary purpose of providing incentives to
directors and eligible employees, and has been expired on 27 August
2011. Under the Scheme, the board of Directors of the Company
may grant options to eligible employees, including directors of the
Company and its subsidiaries, to subscribe for shares in the
Company. The Scheme would be valid and effective for a period of
ten years commencing on the adoption date and have come to its
expiration. All other respects of the provisions of the Scheme shall
remain in full force and holders of all options granted under the
Scheme prior to such expiry shall be entitled to exercise the
outstanding options pursuant to the terms of the Scheme until expiry
of the said options. As a result, a new share option scheme which
was approved on 28 February 2011 (the“New Scheme”), take effect
immediately after the expiry of the Scheme. The principal terms of the

New Scheme are same with the Scheme.

Pursuant to the ordinary resolution passed by the shareholders at the
special general meeting of the Company held on 28 February 2011
(the “SGM”), the Scheme mandate limit was refreshed so that the
Company was authorised to grant share options under the existing
Scheme for subscription of up to a total of 81,184,000 shares,
representing approximately 10% of the issued share capital of the

Company as at the date of the SGM.
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Pursuant to the ordinary resolution passed by the shareholders at the
annual general meeting of the Company held on 11 May 2016 (the
“AGM”), the scheme mandate limit under the share option scheme of
the Company was refreshed again so that the Company was
authorised to grant additional share options for subscription for a total
of 86,443,000 shares under the refreshed mandate limit, representing
approximately 10% of the issued share capital of the Company as at
the date of the AGM.

Pursuant to the ordinary resolution passed by the shareholders at the
annual general meeting of the Company held on 11 May 2018 (the
“AGM”), the scheme mandate limit under the share option scheme of
the Company was refreshed again so that the Company was
authorised to grant additional share options for subscription for a total
of 61,032,000 shares under the refreshed mandate limit, representing
approximately 6.95% of the issued share capital of the Company as
at the date of the AGM.

The total number of shares issued and to be issued upon the exercise
of options granted and to be granted to each Participant (including
both exercised and outstanding options) in any 12 months period up
to the date of grant must not exceed 1% of the shares in issue at the

date of grant.

The subscription shall be a price determined by the board of directors
at its absolute discretion and shall not be less than the higher of the
closing price of the share on the date of grant of the option and the
average closing price of the shares for the five business days

immediately preceding the date of grant of the option.

Options granted shall be deemed to be accepted upon receipt of the
acceptance of offer letter from the grantee within 28 days from the
offer date, together with a remittance in favour of the Company of

HK$1 by way of consideration for the grant.
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An option may be exercised in accordance with the terms of the
Scheme at any time during a period notified by the board to each
grantee but may not be exercised after the expiry of 10 years from

the date of grant.

On 9 October 2007 the Company granted 47,550,000 options to
subscribe for shares in the Company under the Scheme at an
exercise price of HK$0.368 per share to its employees of the Group.
Shares of the Company were at closing price of HK$0.36 immediately
before the day on which options were granted. Options granted on 9

October 2007 were expired during year 2017.

On 19 January 2010 the Company granted 20,900,000 options to
subscribe for shares in the Company under the Scheme at an
exercise price of HK$0.20 per share to its directors and employees of
the Group. Shares of the Company were at closing price of HK$0.20

immediately before the day on which options were granted.

On 16 August 2010 the Company granted 8,990,000 options to
subscribe for shares in the Company under the Scheme at an
exercise price of HK$0.84 per share to its employees of the Group.
Shares of the Company were at closing price of HK$0.84 immediately

before the day on which options were granted.

On 10 January 2011, the Company granted 65,000,000 share
options to subscribe for shares in the company under the Share
Option Scheme at an exercise price of HK$0.730 per share to Mr.
Hung Yung Lai, Chairman of the Group. Shares of the Company were
at closing price of HK$0.730 immediately before the day on which
options were granted. The grant of share options to Mr. Hung Yung
Lai and the specific mandate to allot, issue and deal with the shares
of the Company upon conversion of the foregoing share options were
approved by the SGM held on 28 February 2011.

SING LEE SOFTWARE (GROUP) LIMITED
Annual Report 2019 36

BREATNEZSBASARANHREARERR
BB R IR R TTEE - BT R H A #R
TEHEEMPRITE -

RRENRZTER T tF T ANBRAEES
% ¥ 47,550,000 I % 10 2 B Rx 7 - sz LIkt 2
TEE BT 0.368 7T LB RARE AT —
A58  AREMNKRERHEAERAER0.36
T RZEELF+ANBEENBERED K=
T FEHETIE -

RARHEZTEIR =T —EF— A+ N BRHEE
= & {& B % F 20,900,000 f% J& 15 2 BE BG4 - 2%
AR HE 2 1T E B AERAEE0.20T - TEHEARE
BERA—EXRZH AR ANRERTEAETR
7E#0.20 7T °

ARzt g8R —F—FF/\A+t BREE
B 1% ¥ 8,990,000 fx i fn 2 FE i » &t At 2
TEERFRAER0.847T - EBEBMERN AT —
%A - ARAMERRHESSRE%0.84

Jo °

RARIEEREAENR -_T—F—A+ARH
=+ JF AR Rk 12 %t & X T 65,000,000 A% % 19 2 B8 A%
R MR ZITEEAERBR0.7307T ° 7E
BRESRI—EXZH  AQRREKRTE
AERE0.730 7T o [MIARENE o £ K H B AR
KA Ll BB RS A s s DA AR B~ BT R IR AR
RERD 2 FREEER-_ZE——F A=+
HERITZRRFRIAE LBk -



On 13 January 2011, the Company granted 19,260,000 share
options to subscribe for shares in the Company under the Share
Option Scheme at an exercise price of HK$0.714 per share to its
employees of the Group. Shares of the Company were at closing
price of HK$0.690 immediately before the day on which options were
granted. The grant of share options to its employees of the Company
and the specific mandate to allot, issue and deal with the shares of
the Company upon conversion of the foregoing share options were
approved by the SGM held on 28 February 2011.

On 24 June 2013, the Company granted 59,780,000 share options
to subscribe for shares in the Company under the Share Option
Scheme at an exercise price of HK$0.1122 per share to a Director
and its employees of the Group. Shares of the Company were at
closing price of HK$0.101 immediately before the day on which

options were granted.

On 15 May 2015, the Company granted 21,400,000 share options to
subscribe for shares in the Company under the Share Option Scheme
at an exercise price of HK$0.43 per share to a Director and its
employees of the Group. Shares of the Company were at closing
price of HK$0.43 immediately before the day on which options were

granted.

On 7 April 2017, the Company granted 86,440,000 share options to
subscribe for shares in the Company under the Share Option Scheme
at an exercise price of HK$0.182 per share to its directors, employees
and consultants of the Group. Shares of the Company were at
closing price of HK$0.182 immediately before the day on which

options were granted.
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The summary details of options granted are as follows: B BEFBNT
Number of
Number of share options
Name of directors, share options Number of Number of Number of Number of outstanding
continuous contract outstanding  share options  share options  share options  share options as at
employees and Adjusted asat1January granted during adjusted exercised  lapsed during 31 December
consultants Exercise period exercise price 2019 theyear during the year  during the year the year 2019
RZB-NE RZZB-n%§
st -A-H tZA=t-H
7 EEY AR ERRH ErAE  EREAR FREAN KR
EEREH T8 SRRRE RESE  BREBE  BRERE  BREHE  BREERE  BREXE
HKS
A
(Note) (Note)
(Hrit) (Hrit)
Pao Ping Wing 19.July 20100 0.1690 600,000 - 109,860 - - 709,860
i 18 January 2020
“Z-ZELATARE
“ECERF-ATAR
Thomas Tam 19 July 2010to 0.1690 600,000 - 109,860 - - 709,860
HEE 18 January 2020
“2-ZELATARE
“EIRE-ATNE
Lo King Man 19July 20100 0.1690 600,000 - 109,860 - - 709,860
EEX 18 January 2020
“E-RELATARE
“E-ZE-A1)\H
Hung Ying 19 July 2010to 0.1690 2,500,000 - 457,750 - - 2,957,750
f 18 January 2020
“2-ZELATARE
“ECRE-ATAR
Lin Xue Xin 19 July 2010to 01690 650,000 - 119,015 - - 769,015
HEH 18 January 2020

“F-SELATARE
33 A
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Number of
Number of share options
Name of directors, share options Number of Number of Number of Number of outstanding
continuous contract outstanding  share options  share options  share options  share options as at
employees and Adjusted asat1January granted during adjusted exercised  lapsed during 31 December
consultants Exercise period exercise price 2019 the year during the year  during the year the year 2019
RZB-NE RZB-n%E
(eI -A-8 tzB=t-A
7 EEY AR ERRH ErABE  EREAR FREAN EXiNid
EERER T8 ERRrRE REZR  BREBE  BRERE  BREHE  BREEE  BREXE
HKS
V-7
(Note) (Note)
(Hrit) (Hrit)
Continuous contract 19 July 2010 to 0.1690 2,730,000 - 499,863 - - 3,229,863
employees (other than 18 January 2020
directors) ZZ-ZELATNAZE
REAVES(ESR) —T-TE-ATAR
Hung Ying 16 February 2011 to 0.7100 1,850,000 - 283,805 - - 1,833,805
el 15 August 2020
ZE-—FZATRHE
“BREN\ATHRA
Lin Xue Xin 16 February 2011 to 0.7100 310,000 - 56,761 - - 366,761
R 15 August 2020
“E-—-FZf1RHE
“2-ZE)\ATEA
Continuous contract 16 February 2011 to 0.7100 500,000 - 91,550 - - 591,550
employees (other than 15 August 2020
directors) ZE——%ZA+1AHE
REAVES(ESRN) —T-TEN\ATERA
Hung Yung Lai 28 February 2011 to 06170 65,000,000 - 11,901,500 - - 76,901,500
Fae 9 January 2021
“2——5-R-T\BE
“E_-F-AhA
A (K@) RBFRLE
39 ZE2-NEFFR
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EEREE
=
Number of
Number of share options
Name of directors, share options Number of Number of Number of Number of outstanding
continuous contract outstanding  share options  share options  share options  share options as at
employees and Adjusted asat1January granted during adjusted exercised  lapsed during 31 December
consultants Exercise period exercise price 2019 the year during the year  during the year the year 2019
HoB-1F RoB-hF
£ -A-H tTZR=+-H
KEAN AMTER ERRi EREE EREOR FREAX iy
EERER it EREGER hEgE  BREZE  BREZA  BREHER  BREHEE  BREHE
HKS$
V-7
(Note) (Note)
(H) (i)
Lin Xue Xin 28 February 2011 to 0.6035 690,000 - 126,339 - - 816,339
R 12 January 2021
ZE-—#-AZTN\RE
“F--%-B1ZH
Continuous contract 28 February 2011 to 0.6035 11,600,000 - 2,123,960 - - 18,723,960
employees (other than 12 January 2021
directors) “E——%-f-f/\RE
FECNER(ESRI) —B--4-ATZH
Hung Ying 24 June 2013 0 23 June 2023 0.0948 40,000 - 7,324 - - 47,324
i ZB-ZESAZTERE
“BCERAZTER
Continuous contract 24 June 2013 10 0.0948 6,200,000 - 1,135,220 - - 7,335,220
employees (other than 23 June 2023
directors) ZE--FRAZTRAE
REAHER(EZR)N) —B-=ERA-T=H
Hung Ying 15 May 2015 to 14 May 2025 0.3635 1,900,000 - 347,890 - - 2,247,890
i ZE-RERATHAZ
“EC-RFRATERA
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EEREE
=
Number of
Number of share options
Name of directors, share options Number of Number of Number of Number of outstanding
continuous contract outstanding  share options  share options  share options  share options as at
employees and Adjusted asat1January granted during adjusted exercised  lapsed during 31 December
consultants Exercise period exercise price 2019 theyear during the year  during the year the year 2019
HoB-1F RoB-hF
£ -A-H tTZR=+-H
KEAN AMTER ERRi EREE EREOR FREAX iy
EERER it EREGER hEgE  BREZE  BREZA  BREHER  BREHEE  BREHE
HKS$
V-7
(Note) (Note)
(H) (Hi)
Lin Xue Xin 15 May 2015 t0 14 May 2025 0.3635 3,000,000 - 549,300 - - 3,549,300
e “E-RERATRAZ
“ER-RERATHEA
Continuous contract 15 May 2015 t0 0.3635 14,850,000 - 2,719,085 - (709,860) 16,859,175
employees (other than 14 May 2025
directors) “Z-nERA+HAE
FEANES(ESRN) —T-RERATMA
Hung Ying 7 April 2017 o 6 April 2027 0.1538 1,325,000 - 242,608 - - 1,567,608
i ZETLENALAZE
ZTCtEMARA
Lin Xue Xin 7 Apri 2017 0 6 April 2027 0.1538 1,220,000 - 223,382 - - 1,443,382
kil “E-tENALAZ
T tEMARA
Pao Ping Wing 7 April 2017 to 6 April 2027 0.1538 260,000 - 47,606 - - 307,606
BRR “B-tENALAEE
ZEAFMARE
Thomas Tam 7 April 2017 1o 6 April 2027 0.1538 260,000 - 47,606 - - 307,606
HEE “E-tENAtAZ
ZTCtEMARA
A (K@) RIBERQT
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Number of
Number of share options
Name of directors, share options Number of Number of Number of Numberof  outstanding
continuous contract outstanding  share options  share options  share options  share options as at
employees and Adjusted asat1January granted during adjusted exercised  lapsed during 31 December
consultants Exercise period exercise price 2019 the year during the year  during the year the year 2019
S R=%-1%F
£ -B-H tZR=+-H
KEAN AMTER ERRi ERBE  FRENE FRBAN AR
EERER it BREGER RE#R  BREEE  BRERE  BREHE  BREHE  BREE
HKS
B
(Note) (Note)
(Hrit) (i)
Lo King Man 7 April 2017 to 6 April 2027 0.1538 260,000 - 47,606 - - 307,606
EZX ZETtENALAE
ZEZHFNARE
Continuous contract 7 April 2017 to 6 Apri 2027 0.1538 32,840,000 - 6,013,004 - (2,721,130) 36,131,874
employees (otherthan  —Z—+4FMA+EZE
directors) T tHEMARA
REANES (BSRI)
Consultants 7 April 2017 to 6 April 2027 0.1538 36,045,000 - 6,599,839 - - 42,644,839
B ZETtFNALAE
ZEHFEARE
185,530,000 - 33,970,543 - (3430,990) 216,069,553
Note: Bt

The exercise price for the options granted and number of shares in respect of
options granted were adjusted to reflect the impact of the rights issue during
the year ended 31 December 2019.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Apart from as disclosed under the paragraph headed “Directors’ and
chief executives’ interest and short positions in shares, underlying
shares and debentures” below and the share option scheme
disclosures in note 27 to the consolidated financial statements, at no
time during the year were rights to acquire benefits by means of the
acquisition of shares in the company granted to any director or their
respective spouse or children under 18 years of age, or were any
such rights exercised by them; or was the Company, or the
Company’s subsidiary or holding company or a subsidiary of the
Company’s holding company or a party to any arrangement to enable

the directors to acquire such rights in any other body corporate.

MANAGEMENT SHAREHOLDERS

Save for the directors, management shareholders and substantial
shareholders as herein disclosed, the Directors are not aware of any
persons who as at 31 December 2019 were entitled to exercise or
control the exercise of 5% or more of the voting power at general
meetings of the Company and who were able, as a practical matter,

to direct or influence the management of the Company.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES
During the year, neither the Company nor any of its subsidiaries has

purchased, sold or redeemed any of the Company’s listed securities.

COMPETITION AND CONFLICT OF INTERESTS

None of the directors, management shareholders or substantial
shareholders of the Company or any of their respective associates, as
defined in the GEM Listing Rules, has engaged in any business that
competes or may compete, either directly or indirectly, with the
businesses of the Group or has any other conflict of interests with the

Group during year ended 31 December 2019.
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CORPORATE GOVERNANCE
Details of the Company’s corporate governance practices are set out
in the “Corporate Governance Report” on page 48 to page 85 of this

annual report.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this report, based on information that is publicly
available to the Company and within the knowledge of the Directors,
the Directors confirm that the Company maintained the amount of

public float as required under the GEM Listing Rules.

DIRECTORS
The directors of the Company during the year and up to the date of

this report were as follows:

Executive Directors

Hung Yung Lai (Chairman)

Hung Ying (Vice Chairman)

Lin Xue Xin (Chief Executive Officer)

Cui Jian

Independent Non-Executive Directors
Pao Ping Wing
Thomas Tam

Lo King Man

Pursuant to Claus 87 of the Bye-Laws, Mr. Hung Ying and Mr. Lo
King Man shall retire from office by rotation at the forthcoming annual
general meeting of the Company. All of the above retiring Directors,
being eligible, will offer themselves for re-election at the forthcoming

annual general meeting of the Company.

The Company has received annual confirmations of independence
from Mr. Pao Ping Wing, Mr. Thomas Tam and Mr. Lo King Man and

as at the date of this report still considers them to be independent.
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DIRECTORS’ SERVICE CONTRACTS

None of the directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company which is not terminable within one year without payment of

compensation, other than statutory compensation.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 23 to 25 of the

annual report.

DIRECTORS’, CHIEF EXECUTIVE’S AND FIVE
HIGHEST PAID EMPLOYEES EMOLUMENTS
Details of the emoluments of the directors and chief executive of the
Company and the five highest paid employees of the Group are set
out in notes 11 and 12 to the consolidated financial statements,

respectively.

DIRECTORS’ INTERESTS IN CONTRACTS AND
CONTROLLING SHAREHOLDERS’ INTERESTS
IN CONTRACTS

Save as disclosed in note 34 to the consolidated financial statements,
no contracts of significance in relation to the Group’s business to
which the Company was a party and in which a director of the
Company or a controlling shareholder or any of its subsidiaries, had a
material interest, whether directly or indirectly, subsisted at the end of

the year or at any time during the year.
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CONNECTED TRANSACTIONS

Details of the connected transactions are set out in note 34 to the
consolidated financial statements. During year 2019, renewed
tenancy agreement was entered into between the Company as tenant
and related company, Sing Lee Pharmaceutical Import & Export Co.,
Limited, as landlord. The transactions contemplated under the
renewed tenancy agreements constitute continuing connected
transactions (CCTs) of the Group pursuant to GEM Listing Rule
20.29. The CCTs are exempted from the reporting, announcement,
annual review and independent shareholders’ approval requirement
pursuant to GEM Listing Rule 20.74.

PERMITTED INDEMNITY PROVISION

The Articles provides that every Director is entitled to be indemnified
out of the assets of the Company against all losses or liabilities (to the
fullest extent permitted by the Companies Ordinance (Chapter 622 of
the Laws of Hong Kong)) which he may sustain or incur in or about

the execution of the duties of his office or otherwise in relation thereto.

The Group has taken out and maintained directors’ liability insurance
throughout the year, which provides appropriate cover for legal
actions brought against the Directors and directors of the subsidiaries

of the Group. The level of the coverage is reviewed annually.

EQUITY-LINKED AGREEMENTS
Save for the share option scheme of the Company as disclosed in the
section headed “Share Option Scheme”, no equity-linked agreements

were entered into by the Group, or existed during the year.

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.
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AUDITOR

The consolidated financial statements for the year ended 31
December 2019 were audited by Deloitte Touche Tohmatsu who

retire and, being eligible, offer themselves for reappointment.

On behalf of the Board

Hung Yung Lai

Chairman

Hong Kong, 26 March 2020
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CORPORATE GOVERNANCE REPORT

ERELERSE

Corporate Governance Practices

The Company recognises the value and importance of achieving high
corporate governance standards to enhance corporate performance,
transparency and accountability, earning the confidence of
shareholders and the public. The Board strives to adhere to the
principles of corporate governance and adopt sound corporate
governance practices to meet the legal and commercial standards by
focusing on areas such as internal control, fair disclosure and

accountability to all shareholders.

The Company complied with the code provisions in Corporate
Governance Code (the “Code”) and Corporate Governance Report
which set out in Appendix 15 in the GEM Listing Rules during the year
ended 31 December 2019. The Company periodically reviews its

corporate governance practices to ensure its continuous compliance.

Directors’ Securities transactions

The Company has adopted the code of conduct regarding directors’
securities transactions during the twelve months ended 31 December
2019 as set out in GEM Listing Rules 5.48 to 5.67. The Company has
made specific enquiry of all the Directors and the Company was not
aware of any noncompliance with the required standard of dealings

regarding the securities transactions by Directors.

Specific employees who are likely to be possession of unpublished
price-sensitive information of the Group are also subject to
compliance with the same Code of Conduct. No incident of non-
compliance was noted by the Company for the year ended 31
December 2019.
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CORPORATE GOVERNANCE REPORT

Board of Directors

The board of directors of the Company comprises:
Executive Directors Hung Yung Lai (Chairman)

Hung Ying (Vice Chairman)

Lin Xue Xin (Chief Executive Officer)

Cui Jian
Independent Pao Ping Wing
Non-executive Thomas Tam
Directors Lo King Man

The Board formulates overall strategy of the Group, monitors its
financial performance and maintains effective oversight over the
management. The board members are fully committed to their roles
and have acted in good faith to maximise the shareholders’ value in
the long run, and have aligned the Group’s goals and directions with
the prevailing economic and market conditions. Daily operations and

administration are delegated to the management.

The Directors are responsible for the preparation of the financial
statements for each financial period which give a true and fair view of
the state of affairs of the Group at each period end and of the results
and cash flows for that period. In preparing these financial statements
for the year ended 31 December 2019, the Directors have selected
suitable accounting policies and applied them consistently; made
judgments and estimates that are prudent, fair and reasonable and

prepared the financial statements on a going concern basis.
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Board of Directors (Continued)

The Company Secretary is responsible to the Board for providing with
Board papers and related materials, for ensuring that all Board
procedures and all applicable laws, rules and regulations are followed,
and for reporting to the Chairman on governance matters. All
directors have unrestricted access to the advice and services of the
Company Secretary. The Company secretary keeps minutes of all
meetings which are available for inspection at any reasonable time on
reasonable notice by any Directors. The Company Secretary also
plays an essential role in the relationship between the Company and
its shareholders, including assisting the Board in discharging its

obligations to shareholders pursuant to the Listing Rules.

In order to assist the Directors to carry out their duties, the Board has
set out terms of reference, enabling the Directors to seek independent
professional advice upon reasonable request under appropriate

circumstances and the fees are payable by the Company.

Independent non-executive directors were appointed for a period of

two years commencing from their employment dates.

In compliance with rule 5.05A, 5.05(1) and (2) of the GEM Listing
Rules, the Company has appointed three independent non-executive
directors representing more than one-third of the Board and at least
one of whom has appropriate professional qualifications, or
accounting or related financial management expertise. The Company
has received from each independent non-executive director an annual
confirmation of his independence, and the Company considers such
directors to be independent in accordance with each and the various

guidelines set out in rule 5.09 of the GEM Listing Rules.

With the various experience of both the executive directors and the
non-executive directors and the nature of the Group’s business, the
Board considered that the directors have a balance of skills and

experience for the business of the Group.
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Board of Directors (Continued)

The Company has arranged for Directors’ Liability Insurance to
indemnify its Directors against potential liabilities incurred by them in
discharging their duties. The increase coverage for the Directors is
reviewed on an annual basis. Throughout the year, no claim had been

made against the Directors of the Company.

The Company has established a Nomination Committee. The
Nomination Committee will evaluate the independence of all
independent non-executive directors each year and make sure that
they comply with the independence requirement of the Listing Rules.
All members of the Board are not related to one another in all

aspects, including finance, family and business.

APPOINTMENTS, RE-ELECTION AND REMOVAL
OF DIRECTORS

Each of the Executive Directors and Independent Non-Executive
Directors of the Company has entered into a service contract with the
Company for a term of 2-3 years. Such term is subject to his re-

appointment by the Company at an AGM upon retirement.

In accordance with the Company’s Bye-laws, any Director appointed
by the Board, (i) to fill a casual vacancy in the Board, shall hold office
only until the next following general meeting of the Company and shall
be subject to re-election at such meeting and (i) as an addition to the
Board shall hold office until the next AGM of the Company and shall
then be eligible for re-election. In additions, in accordance with the
Company’s Bye-laws, one third of the Directors are subject to
retirement by rotation and re-election by shareholders at each annual

general meeting of the Company.
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TRAINING AND SUPPORT FOR DIRECTORS

Directors must keep abreast of their collective responsibilities. Each
newly appointed Director would receive an induction package
covering the Group’s businesses and the statutory and regulatory
obligations of a director of a listed company. The Group also provides
briefings and other training to develop and refresh the Directors’
knowledge and skills. The Group continuously updates Directors on
the latest developments regarding the Listing Rules and other
applicable regulatory requirements, to ensure compliance and
enhance their awareness of good corporate governance practices.
Circulars or guidance notes are issued to Directors and senior
management where appropriate, to ensure awareness of best

corporate governance practices.

During the year ended 31 December 2019, the Directors participated

in the following trainings:

EEFIIRXE

EEYARMESRERE SR RTEFHE
BREERRNMBAKEXRB R LM AREREZL
BREREERE LZBENER - AEBITMEHE
NEREMFI - NERRERER 2 HEBEAE
KickE - ARBERFBERNEFRHEBEELMRRR
HMEREEREZSMERMN - UERES
BIZEFRAMESHEERIEEERTRZE
B BEENBERAT  ARBENEEFRSRE
BABBEHAE RIES  WERMCAMTRED
EKEBERBHR o

H

RZB-NF+_A=1+—RAFE EF2H)
T

Type of Trainings
IR
Executive Directors BITES

Mr. Hung Yung Lai RERIIE S A B
Bz
Mr. Hung Ying e Stas A B
-z
Mr. Lin Xue Xin MEFT L A B
H- 7z
Mr. Cui Jian BERRSE A B
Bz

Independent Non-Executive Directors BIAKHTES
Mr. Pao Ping Wing IRER S A B
Bz
Mr. Thomas Tam HEE S A& A B
Bz
Mr. Lo King Man EREXEAE A B
Bz

A:  Study corporate governance issue relating to directors’ duties

B: Reading newspaper, journals and updates relating to the economy,
general business or directors’ duties etc.
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Chairman and Chief Executive Officer

Code Provision A.2.1 of the CG Code stipulates that the roles of
Chairman and Chief Executive Officer should be separate and not be
performed by the same individual. To ensure a balance of power and
authority, for the current reporting year, the Chairman of the Board of
the Company is Mr. Hung Yung Lai, the Chief Executive Officer of the
Company is Lin Xue Xin. Mr. Hung Yung Lai and Mr. Lin Xue Xin are

also Executive Directors of the Company.

The Chairman is responsible for the leadership and effective running
of the Board and ensuring that all material issues are discussed by
the Board in a timely and constructive manner. The Chief Executive
Officer is responsible for the management of the day-to-day
operations and the implementation of the approved strategies of the

Group.

Board committees & corporate governance
functions

The Board has established three Board committees, namely, the
remuneration committee, the nomination committee and the audit
and risk management committees, for overseeing particular aspects
of the Company’s affairs. All Board committees have been
established with defined written terms of reference, which are posted
on the GEM’s website www.hkgem.com and the Company’s website
at www.singlee.com.cn. All the Board committees should report to

the Board on their decisions or recommendations made.
The practices, procedures and arrangements in conducting meetings

of Board committees follow in line with, so far as practicable, those of

the Board meetings.
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ERELERSE

Board committees & corporate governance
functions (Continued)

The Board is responsible for performing the corporate governance
duties set out in the Code which included developing and reviewing
the Company’s policies and practices on corporate governance,
training and continuous professional development of Directors, and
reviewing the Company’s compliance with the code provision in the

Code and disclosures in this report.

Remuneration Committee

The remuneration committee was established in November 2005. The
chairman of the committee is Mr. Pao Ping Wing, and other members
include Mr. Hung Yung Lai, Mr. Thomas Tam and Mr. Lo King Man.
The written terms of reference of the Remuneration committee which
have been revised effective on 10 May 2019 to comply with the new
requirements set out in the revised code provisions are posted on the

GEM website and the Company’s website.

The remuneration committee has been charged with the responsibility
of making recommendations to the Board on appropriated policy and
structures for all aspects of all Directors and senior management
remuneration. The remuneration committee considers factors such as
salaries paid by comparable companies, time commitment and
responsibilities of the Directors, employment conditions elsewhere in

the Group and desirability of performance-based remuneration.

The remuneration committee has considered and reviewed the
remuneration packages and emoluments of Directors and senior

management and consider that are fair and reasonable.
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Nomination Committee

The nomination committee was established in March 2012. The
chairman of the committee is Mr. Hung Yung Lai and other members
include Mr. Pao Ping Wing, Mr. Thomas Tam and Mr. Lo King Man.
The written terms of reference of the nomination committee which
have been made effective on 10 May 2019 to comply with the new
requirements set out in the revised code provisions are posted on the

GEM website and the Company’s website.

The duties of the nomination committee are mainly to review the
structure, size and composition of the Board and make
recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy; identify suitable
candidates for appointment as directors; make recommendations to
the Board on appointment or re-appointment of an succession
planning for directors; assess the independence of independent non-
executive directors; formulate and review the Board Diversity Policy
and the progress on achieving the objectives set for implementing the

policy.

The nomination committee considered the past performance,
qualification, general market conditions and the Company’s articles of
association in selecting and recommending candidates of
directorship. The nomination committee discussed and reviewed the

retirement and re-election of Directors.

Audit and Risk Management Committee

The audit and risk management committee was established in August
2001. The chairman of the audit and risk management committee is
Mr. Pao Ping Wing and other members include Mr. Thomas Tam and
Mr. Lo King Man, all of them are independent non-executive directors.
The written terms of reference of the audit and risk management
committee which have been revised effective on 10 May 2019 to
comply with the new requirement set out in the revised code provision

are posted on the GEM website and the Company’s website.
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ERELERSE

Audit and Risk Management Committee (Continued)
The primary duties of the audit and risk management committee are
mainly to review the financial information, oversight of financial
reporting system, risk management and internal control systems,
audit plan and relationship with external auditors and arrangements to
enable employees of the Company to raise, in confidence, concerns
about possible improprieties in financial reporting, internal control or

other matters of the Company.

The Company has complied with Rules 5.28 of the GEM Listing Rules
in that at least one of the members of the audit and risk management
committee (which must comprise a minimum of three members and
must be chaired by an Independent non-executive director) is an
independent non-executive director who possesses appropriate
professional qualifications or accounting related financial management

expertise.

Review of financial results

The audit and risk management committee reviewed the 2019
Consolidated Financial Statements in conjunction with external
auditor. Based on this review and discussions with management, the
audit and risk management committee was satisfied that the
Consolidated Financial Statements were prepared in accordance with
applicable accounting standards and fairly present the Group’s
financial position and results for the year ended 31 December 2019.
The audit and risk management committee therefore recommended
the Consolidated Financial Statements for the year ended 31

December 2019 be approved by the Board.
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Audit and Risk Management Committee (Continued)
Review of risk management and internal control systems

The audit and risk management committee reviewed the effectiveness
of the Group’s policies and procedures regarding internal control
systems (including financial, operational, IT, risk management,
information security, legal, compliance and those controls designed
to detect material fraud) by reviewing the work of the Internal audit
department and the Group’s external auditor, and regular reports
from management including those on risk management, regulatory

compliance and legal matters.

The audit and risk management committee reviewed and concurred
with the management’s confirmation that for the year ended 31
December 2019, the Group’s risk management and internal control
systems were effective with reference to the Committee of
Sponsoring Organizations of the Treadway Commission (COSO)
Internal Control — Integrated Framework (2013) principles. The
management’s confirmation was endorsed by the audit and risk

management committee and submitted to the Board.

Review of accounting, financial reporting and internal audit
functions

The audit and risk management committee reviewed and was
satisfied with the adequacy of the resources, staff qualifications and
experience, training programmes and budget of the Group’s

accounting, financial reporting and internal audit functions.
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BOARD DIVERSITY POLICY

The Company has had policy of diversity in board appointments as
reflected in the current composition of the Board which is
characterised by significant diversity, whether considered in terms of
nationality, professional background and experience, as shown in the

following illustrations:
A Role of directors

Executive Directors 4

Independent Non-Executive Directors 3
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BOARD DIVERSITY POLICY (Continued) BEEEREZS TLBEK @)
B Nationality B HE%#

Hong Kong, China 5 FRES

China 2 T

B Hong Kong, China

HE - BB
= China
H
* Nationality is based on passport, and does not necessarily reflect * B ERHEEREM - W —F RMRE -
ethnic origin.
C Professional background C EXE=
Business 2 Im 2
Computer and information technology 1 B R EHER 1
Human settlements planning and development 1 ANEETRBHREEE 1
Accounting and auditing 1 SR REET 1
Education and cultural development 1 HE ML ERE 1
Computer science and technology 1 BT B ML B R AT 1
m Business
Im
m Computer and information technology
BRI E A
= Human settlements planning and development
ANERFREREER
= Accounting and auditing
e REET
Education and cultural development
HERULER
Computer science and technology
FTE MR B
R (EE) RIBFRDE
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BOARD DIVERSITY POLICY (Continued)
D Age

35-44 1
45-54 1
55-64 0
65-74 3
75-84 2

We believe that board diversity enhances decision-making capability
and a diverse board is more effective in dealing with organisational
changes and less likely to suffer from group thinking. We recognise
that board diversity is an essential element contributing to the
sustainable development of the Company. The objectives of this
Policy are, with the support of our shareholders, to have a Board

which:

a) s characterised by a broad range of views arising from different

experiences when discussing business;

b) facilitates the making of informed and critical decisions; and

c) has sustainable development as its core value,

and thus promotes the interests of all our stakeholders, particularly

the long-term interests of our shareholders, fairly and effectively.
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BOARD DIVERSITY POLICY (Continued)

For the purpose of this Policy, we considers the concept of diversity
incorporates a number of different aspects, such as professional
experiences, business perspectives, skills, knowledge, gender, age,
cultural and educational background, ethnicity and length of service.
The achievement of these objectives is measurable on an objective
review by shareholders of the overall composition of the Board, the
diversity of background and experience of individual directors and the

effectiveness of the Board in promoting shareholders’ interests.

In order for shareholders to judge for themselves whether the Board
as constituted is a reflection of diversity, or a gradual move to
increased diversity, on a scale and at a speed which they support, we
shall continue to provide sufficient information to shareholders about
the size, qualifications, characteristics etc. of each individual Board

member and therefore, the Board as a whole.

The nomination committee has been charged with the review of the
Board Diversity Policy on a periodic basis. The nomination committee
believes that the approach of review of the Policy may take the form
of an analysis of the Board in the different aspects of diversity as set
out above having regard to the sustainable development of the
Company, supplemented with shareholders’ feedback on the diversity
of the Board and its overall effectiveness in promoting shareholders’

interests.
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ATTENDANCE RECORD AT MEETINGS SEHELE

The attendance record of each Director at Board meetings, Audit and REERBE_T-NEFE+_A=1+—HILEE
Risk Management Committee meetings, Remuneration Committee HEEFEeeR BERMEAREEZESER
meetings and Nomination Committee meetings during the year ended YMEZEeez NIRRT Eeek v N T

31 December 2019 is set out in the following table: =
Audit and Risk
Management ~ Remuneration Nomination
Board Committee Committee Committee
Directors Meeting Meeting Meeting Meeting
EVRERER 230 RE
S Ezges ZEEEE ZESEE ZESEE
Number of meetings held SRBIRY 6 4 1 1
Number of meetings attended/ eRIERY/
Number of meetings held SRETRY
Executive Directors HTES
Mr. Hung Yung Lai ARBbE LA 6/6 - 1 1
Mr. Hung Ying S 6/6 - - -
Mr. Lin Xue Xin W% E 5/6 - - -
Mr. Cui Jian EREE 5/6 - - -
Independent non-executive directors BIFYTES
Mr. Pao Ping Wing BRRLE 5/6 4/4 1 il
Mr. Thomas Tam REE L 5/6 4/4 171 11
Mr. Lo King Man EEXEE 5/6 3/4 11 11
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ERETARE

Independent Auditors’ Remuneration B ZEETEN &
The remuneration for the audit and non-audit services provided by MBS E —E—NE+=_B=+—8
the independent auditor to the Group during the year ended 31 IFEFEEHI A AR A AR AR B R SRR SRS 2

December 2019 was approximately as follows: BMAMSEINOT -
2019 2018
—E-hF —T-N\E
RMB’000 RMB’000
Type of services R AR¥T T ARBTF T
Audit services ZER 1,443 992
Non-audit services FEIZ B R TS 350 -
Total FEER 1,793 992

DIRECTORS’ AND INDEPENDENT AUDITOR’S BEERE AR IR R A
RESPONSIBILITY FOR THE FINANCIAL BeEE

STATEMENTS

The Directors are responsible for the preparation of the financial EFEARLRBRESEEAMN ST RAGREAE
statements which give a true and fair view of the financial position of EMAFHREAR R REWB AR ZFHRR
the company and its subsidiaries, in accordance with accounting LMK o EERBMB MK 2 BERZEAED
principle generally accepted in Hong Kong. The Directors’ BEFHERAFERE 2B ZBMRS -
responsibilities in the preparation of the financial statements and the

auditor’s responsibilities are set out in the Independent Auditor’s

Report in this annual report.

FRB (L) RAFRA
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CORPORATE GOVERNANCE REPORT
EREIRSE

RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board has the overall responsibility for evaluating and determining
the nature and extent of the risks (including ESG-related risks) it is
willing to take in achieving the Group’s strategic objectives,
maintaining sound and effective risk management and internal control
systems (including those for ESG-related risks) and reviewing their
effectiveness to safeguard Shareholders’ investment and the Group’s
assets. To this end, management continues to allocate resources for
internal control and risk management systems compatible with the
Committee of Sponsoring Organizations of the Treadway Commission
(COSO) Internal Control —

provide reasonable, though not absolute, assurance against material

Integrated Framework 2013 principles to

misstatement or loss and to manage rather than eliminate the risk of

failure to achieve business objectives.

Risk Management
At the Group, risk is defined as a potential action, event or
circumstance that could impact the Company’s ability, favorably or

unfavorably, to meet its strategic goals.

Risk is inherent in the Group’s business and the markets in which it
operates. The aim is to identify risks and then manage them so that
they can be understood, reduced, mitigated, transferred or avoided.
This demands a proactive approach to risk management and an

effective group-wide risk management framework.
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CORPORATE GOVERNANCE REPORT

RISK MANAGEMENT AND INTERNAL
CONTROLS (Continued)

Risk Management (Continued)

Risk governance structure

The Group’s risk governance structure is based on a “Three Lines of
Defence” model, with oversight and directions from the Board and

Audit and Risk Management Committee.

EREIRS

A EERAIPEERE @)

BREE (&)

BB ELRE

AEEWEREGRBEEN =B RIRA -
HEFEMERZLEREEZE@REER M
ETIE e

The Board EE€

1

Audit and Risk Management Committee HE#% Kk B SIEEE S

The Management Ei2E

1st L|ne of Defense 2nd Line of Defense
—BR R EBR

Operational Management Risk Management
and Internal Controls Functions

EEEER AR JE e B R

(R|sk Ownershlp) (Risk Control)
(RdERE ) (€25 1)=0E9)
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CORPORATE GOVERNANCE REPORT

ERELERSE

RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

B EE R AIPEEE (&)

Risk Management (Continued) REBRERE (&)
Risk governance structure (Continued) ERESHFE(E)
Roles Functions At e
The Board o Has overall responsibility for the risk management and E o HEREELAHNEZZRLGA
internal control systems. BEEF-
o Oversees the actions of the Management and monitors o EEEBENANERERE
the overall effectiveness of the risk management BEANERBENEEEN
system and internal control function. 1 o
o Oversees and reviews processes and controls for o EERFEHBLEERRRE
strategic and operational risk and monitors the T&?’T HlER ARBBER
effectiveness of the established controls through the BEBZEEREREE
Audit and Risk Management Committee. Tﬁ %'I TEmAARIE
Audit and Risk o Supports the Board in monitoring the performance of ELER o HBHEFCEREREERS
Management the risk management system and key risks and internal EELEg MERREZERRK W e
Committee control systems. REe

Reviews the effectiveness of the Company’s internal
audit function.
Reviews risks raised during annual risk registration

exercise, and other risks and concerns.

Approves Company’s risk tolerance.

Evaluate and determine the nature and extent of the
risks the Board is ready to endorse for the Group to
take in pursuing the delivery of the Group’s strategic
objectives.

Ensure that an appropriate and effective risk
management and internal control systems is
established and maintained by the Group.

Oversee the Management in the design, implementation
and monitoring of the risk management and internal
control systems.

Oversee the Management in their risk mitigation efforts.

BEEAEENDERB
e
BEEFEARERRETR
)& TE R R A 2 Bt R
REERE -

BAERARRR BREBAKT o
HEFGEBHAELAERERE
BREAGMAZNER &
T EETEARRNILEE
FIEE o

BRASEERL RS — @
AENARNREBRER RN
EERG -
EEEERYHRERERRAR
ERZGRORE BERRER
HEMIE
EEEREERRSEAEN
Itk

ke
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RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

EREIRS

A EERAIPEERE @)

Risk Management (Continued) ABEE (F)
Risk governance structure (Continued) ERESHFE(E)
Roles Functions Al
Internal Audit o Independent investigations regarding certain allegations NEEZ RETRFTARERESE
of fraud and violations of the Group’s Code of Conduct TAEANREMRABRE
and other company policies. TBUHSE o
o Carries out the analysis and independent appraisal of HEASEMRERERRANE
the adequacy and effectiveness of the Group’s risk TRGRERANEREL D
management and internal control systems. MR BT -
The Management | »  Provide leadership and guidance for the balance of risk EHE SRR RO R FRE T ER

and retumn.

Designs, implements and reviews the Group’s risk
management and internal control systems.
Communicate and assess the Group’s risk profile and
material risks at the Group level.

Track progress of mitigation plans of material risks and
report on detailed examinations of specific risks as
required.

Oversee business units as well as group risk and the

control activities relevant to respective functions.

Ensure that a review of the effectiveness of the risk
management and internal control systems has been
conducted at least annually and provide such
confirmation to the Board through the Audit and Risk

Management Committee.

HEERE -

Rit  EERERAKENE
RERRABEERM
PARENRRKANEAR
RAET AR IS -
BHETEAR RS &5 8IH
EE TRFREERFTAR
MFAREER -
EEXBEN SERR K
REEBAEMFIRE SRR
o
BRESBERT-RERE
BRABEERENRR - I
BREGRAREEZEEM
ESEFLARER -
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ERELERSE

RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

Risk Management (Continued)

Risk governance structure (Continued)

The Management, which co-ordinates enterprise risk management
activities and reviews significant aspects of risk management for the
Group, reports to the Audit and Risk Management Committee at
each regularly scheduled meeting, including amongst other things,
significant risks of the Group and the appropriate mitigation and/or
transfer of identified risks. The operating units of the Group, as risk
owners, identify, evaluate, mitigate and monitor their own risks, and
report such risk management activities to the Management on a
regularly basis. The Management assesses and presents regular
reports to Audit and Risk Management Committee at each regularly

scheduled meeting.

The Management and employees have evaluated control environment
and conducted risk assessments of businesses and processes, both
at the entity level and the various processes/transactions levels. We
have documented those processes which are critical to the Group’s
performance. Within this exercise, key risks have been identified,
along with the controls required to mitigate those risks, after which,
such key risks and controls are continually reviewed and updated on
an annual basis. High-risk key controls are tested annually by our
management and internal audit. Based on the results of those tests,
process owners are able to represent to Senior Management that
their internal controls are working as intended or that necessary
corrections have been made where control weaknesses have been
found. Internal auditors report to Audit and Risk Management
Committee that controls have been working properly or have been

modified as required.

In addition to the review of risk management and internal controls
undertaken within the Group, the external auditor also assessed the
adequacy and effectiveness of certain key risk management and
internal controls as part of their statutory audits. Where appropriate, the
external auditor’s recommendations are adopted and enhancements

to the risk management and internal controls will be made.
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CORPORATE GOVERNANCE REPORT

RISK MANAGEMENT AND INTERNAL

CONTROLS (continued)

Risk Management (Continued)

The Group’s risk management objectives:

e At a strategic level, the Group focuses on the identification and
management of material risks at the Group, business and
functional levels, in order to better equip itself to pursue the

Group’s strategic and business objectives.

e At an operational level, the Group aims to identify, assess,
evaluate and mitigate operational hazards and risks in order to
create a safe, healthy, efficient and environmentally-friendly
workplace for its employees whilst ensuring products and
services provided safety and health, minimising environmental

impact, and securing asset integrity.

The Group’s risk appetite and risk profiling criteria

The Group’s risk appetite represents the amount of risk the Group is
willing to undertake in pursuit of its strategic and business objectives.
In line with expectations of its stakeholders, the Group will only take
reasonable risks that (a) fit its strategy and capability, (b) can be

understood and managed, and (c) do not expose the Group to:

material financial loss;

e incidents affecting safety and health of employees;

° material breach of regulations;

e  damage of the Group’s reputation and brand name;

° business/supply interruption; and

° severe environmental incidents.
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ERELIRE

RISK MANAGEMENT AND INTERNAL e B R A EREEIE ()
CONTROLS (Continued)

Risk Management (Continued) REREE (&)

The Group’s risk appetite and risk profiling criteria (Continued) N F BB B AR BE B R B AT A 2E A (48)

Based on the above, the Group has established its risk monitoring in BE FACER|  AREES|F RS EELGEST
the form of a risk assessment matrix to help rank risks and prioritise BRI WHREREmYRMERE T(E
risk management efforts at the Group level. Business units are ETEXREE  RRERSEREMEBHERBA
required to adopt the same risk matrix structure in order to establish B\ b AP 2R R AR A BB AN B By R AR - AR
their own risk profiling, determine consequence and likelihood of B EREROEERERETHEERE LA
identified risks with reference to their own materiality and M M HIET R R 4T 42 R B o

circumstances as well as establishing risk mitigation strategies.

Inherent risk assessment matrix 15 B B ST A 4B

Likelihood Rating

BAETREMER
1. Highly 2. Not 4. Strong
Impact Rating unlikely expected 3. Sometimes possibility 5. Very likely
BRER ] FARHE AJRE WA AR BAUBE

5. Critical Moderate High High Very high Very high
BRI L = A =R 1 = [ B 13 = 2 B
4. Major Moderate Moderate High High Very high
EDN &R o & B = R = AR 1R = 2

3. Moderate Low Moderate Moderate High High
hE KRR o [ e &R = = R
2. Minor Low Low Low Moderate Moderate
L KR li9ENE {li9ENE R o B
1. Insignificant Low Low Low Low Low
TR EL 1R KRR li9E2NES KRR li9E0E S (9N
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ERETARE

RISK MANAGEMENT AND INTERNAL e B R A EREEIE ()
CONTROLS (Continued)

Risk Management (Continued) ABEE (F)

Risk management process EREERSF

The following diagram illustrates the key processes used by the TEHEAEBRESR - IR EEEAEEE
Group to identify, evaluate and manage the Group’s significant risks: KNEMGHEERE :

1 The management establishes common risk language and risk assessment criteria for the
Group.

fl

E
g

2 Business units identify the risks which may potentially impact the achievement of their
business objectives, and analyze and evaluate the significance of such risk.

RAgst

-

b

3 Business units assess the adequacy of existing controls, determine and implement
treatment plans where risk mitigants are actionable.

Risk assessment
BB AT

Risk identification
[E\ B 7E B

4,5 Business units monitor risk mitigating activities.
The management tracks the progress of risk mitigating activities; reports the consolidated
view of risks regularly to audit and risk management committee;and shares risk knowledge
across business units to enhance the risk management standard of the Group. Group
internal audit reports regularly to the Board and/or audit and risk management committee
to provide independent assurance on the effectiveness of risk management function.

1 EERESIEANEE A AR SRR G -

Risk evaluation

BB

Risk treatment
R EE

Communication and consultation BiE K&
Monitoring and review

2 EBEMHFTREARETEEIERBENRR - UEOT RAZZERRNERL -
3 EBBAFGERITEERGRR ORERERDRERRENEIEE -

4,5 FERFBAETRIKRR A TIE -
ERESTHERBRITIENEE  EHMEZLEAREEZETERBRERNGAE
B AR MEBENS ZRBRMBUIREAREERBREIEKT - EEANIPEAET
HREFek KBEXLEAREEZESER  RmEEERREEELSTEMIERB IR

o

e Is integrated into business and decision-making processes ~ * AMAZEEB IR RIET - BERES

including strategy formulation, business planning, capital T XFHE - Benll - RERTE - AR
allocation, investment decisions, internal control and day-to-day EMRHEEE -

operations management.

e Involves establishing the context, identifying risks, assessing o BIERVEE- HRIER - BEBRHTIEH

their consequences and likelihood, evaluating risk level, control %R R E IR A A AL VR R BR KA
gaps and priorities, and developing control and mitigation plans. ZERBFEEBHENTE - WEITERE
This is a continuous process with periodic monitoring and review Fr ARHIFTEEIEFIAF BT &) - EEFFE
in place. It is also an interactive process with stakeholder MBEREBEFHRERNRN ANt ER
communication and consultation. ¥BERATBRNGANERRRE

FREG (EE) RAERAT
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EREIRSE

RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

Risk Management (Continued)

Risk management process (Continued)

The Group adopts an integrated bottom-up and top-down risk

review process to enable (a) comprehensive identification and

prioritisation of all material risks throughout the Group, (b)

escalation of material risks at the right managerial level, (c)

effective risk dialogue among the management team, and (d)

proper oversight of risk mitigation efforts.

Bottom-up process:

Business units and group functions are required to submit
their material risks identified through their risk management

process to the management.

The management, through aggregation, filtering and
prioritising processes as well as consultation process,
compile a Group Risk Management Report. The senior
management reviews and scrutinises the material risks and
ensures the appropriate controls and mitigation measures

are in place or in progress.

Following review by the senior management, Group Risk
Management Report is submitted to the audit and risk
management committee with a summary of the material

risks circulated to the Board.

Top-down process:

Emerging risks and/or overarching strategic risks, which
might have a material impact on the Group over a longer
timeframe, are monitored and discussed on a regular basis

by the management.
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ERELIRE

RISK MANAGEMENT AND INTERNAL AElEERAIBEE®)

CONTROLS (continued)

Risk Management (Continued) EEEE (&)

Risk management process (Continued) EREERERF (&)

Top-down process: (Continued) mEMTRER: (8)

e  The management facilitates ongoing emerging risk review o TEEBIBATANINGHEBER  #
and management discussion by compiling relevant FEEERERT MW ERR -
information from both internal and external sources. BANKRBREREFEXBREAIE
Overarching strategic risks are reviewed and discussed TR R atiR c WERILRS AE
during the annual business planning process. Emerging A F ARG EMEEERE S E
risks that are identified and considered material are further BB AL 20T — H AT M BEER o
assessed and monitored by relevant business units or
group functions.

e Internal control is an integral part of enterprise risk management. o NEFESIEE MR E IR P ] 8 fk
The Group’s enterprise risk management framework BED - NEERMEBEEBERET
encompasses internal control, forming a more robust NEPEESE s EMIBET —EAF|/E N
conceptualization and tool for management. Risk management MBS MEETE - REENERKRE
is closely linked to the Group’s Integrated Framework of Internal BMGaNMEEREEREN £
Control, key controls are subject to testing in order to assess TS B s £ m B S LA ST S AR »
their effectiveness.

e In the annual business planning process, business units are e HTEFMEBHREBESD  XBEN
required to identify all material risks that may impact their WEHAIFT BN EERES B IR a
achievement of business objectives. Identified risks are evaluated SEKTENERNER  REREHA
based on the same set of risk profiling criteria as the risk review B\ B A% 57 52 1 AR 1R Y R B BT (i 22 Rl
process. Plans to mitigate the identified risks are developed for T BEHIGI T EE @RS S
implementation and budget purposes. g LAEHEEERTEETT -

G (KB RIBAERAT
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ERELIRE

RISK MANAGEMENT AND INTERNAL
CONTROLS (Continued)

Internal Controls

The Board acknowledges its responsibility to oversee the
effectiveness of the Group’s internal control systems. This is achieved
through a defined management structure with specified limits of

authority and defined control responsibility designed to:

e Achieve business objectives and safeguard assets against

authorised use or disposition;
e  Ensure maintenance of proper accounting records for the
provision of reliable financial information for internal use or for

publication; and

e  Ensure compliance with the relevant legislation and regulations.
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RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

Internal Controls (Continued)

Internal control framework

The Company has in place an integrated framework of internal

controls which continues to be consistent with Committee of

Sponsoring Organizations of the Treadway Commission (COSO)

Internal Control —

Integrated Framework (2013) which comprises 17

principles on effective internal controls as illustrated below:

ERELHESE

B EERAIPEEE &

MR ESHE (42)

R EBEE R HESE

N2 [ H#E7T LA Committee of Sponsoring Organizations
of the Treadway Commission (COSO) & Internal
Integrated Framework (2013) (€ A &B &
BE—HEER(ZE—ZF)) REANES
EBEIELEE - FRAERRBEATI7THAIERS
A EBEE R R A -

Control —

5 Components 17 Principles 5AEZR 17ERE
Control environment: o Demonstrates a commitment to integrity and RERE o BRENENBEBNEGE
ethical values
The internal o The Board demonstrates independence from AEBEEE o FXEFUNEEE TEE
organizational management and exercises oversight of the 2 BRI BB A0 B R B
Environment driven by development and performance of internal control % HERE
the Management e The management establishes, with board BEEEYY o HEEFLEET ERERY
operating philosophy, oversight, structures, reporting lines, and WEPRLIR MAEEE ERBRERIREEN
risk appetite, integrity, appropriate authorities and responsibilities in the 5o RESBE  NEZHNEEHE
and ethical values. pursuit of objectives E3Ek:D
o Demonstrates a commitment to attract, develop, o  BRUMS - BEMRBAS
and retain competent individuals in alignment with Mg NEASEMMER
objectives f)
o Holds individuals accountable for their internal o EXBLEINFHREREI
control responsibilities in the pursuit of objectives SENGCEENBET BR
BCENSERFTENER
Risk assessment: o Specifies objectives with sufficient clarity to enable BB o WEEMAER UBSBR
the identification and assessment of risks relating HEEBEMHER
Risks are identified and to objectives PR AT
the likely impact on o |dentifies risks to the achievement of its objectives HEAGNY | BRI EEREREMA
the organization is across the entity and analyses risks as a basis for 2. EASHER  TALEREE
assessed. determining how the risks should be managed EENAERELERMER
o Considers the potential for fraud in assessing risks o EAHMEENAMEENERE
to the achievement of objectives ZEEEMBELTA
o |dentifies and assesses changes that could o BTGB AEEE RS
significantly impact the system of internal control REREATENRE
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EREIRSE

RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)
Internal Controls (Continued)

Internal control framework (Continued)

B EE R AIPEEE (&)

mEREEEE (%)
RIS FEAELR (4E)

5 Components 17 Principles 5KREZ 17ERE

Control activities: o Selects and develops control activities that THES : o EBRRBIFTEREE BEW
contribute to the mitigation of risks to the B ZEBRREZAEZK

Policies and procedures achievement of objectives to acceptable levels EHEBR R IE F

The internal control
process is continually
monitored.
Modifications are
made to improve
internal control
activities as a result of

the monitoring

process.

separate evaluations to ascertain whether the
components of internal control are present and
functioning

Evaluates and communicates internal control
deficiencies in a timely manner to those parties
responsible for taking corrective action, including
senior management and the board of directors, as

appropriate

REEEREE
HiiiE - A
EEbizg | o
RIEHELE
PAsE MERE
AR

areImplementedto | ®  Selects and develops general control activities FrRREY |+ ERREREEZRHT R
ensure organizational over technology to support the achievement of HITEHRIEZ BN SREENDES
objectives and objectives SRR R R ig
risk-mitigation o Deploys control activities through policies that g o EBBIFTERBROBE U
activities are effectively establish what is expected and procedures that FNER BRBEGNUIE
executed. put policies into action W1 AEREEETDE
Information and o Obtains or generates and uses relevant, quality ERNER: o WEBHER UFREERE
Communication: information to support the functioning of internal BREM IHABEEN
control A2
Relevant informationis | ®  Internally communicates information, including DRAAALRE |o REBNISEEISANESR
communicated in an objectives and responsibilities for internal control, BEREBRE BIEMENAR  BENSBE
acceptable format and necessary to support the functioning of internal SHRE i ol=R: opiIb=g s
timely fashion to control AR
enable the o Communicates with external parties regarding o HENNTREFERBEEEEN
organization to meet matters affecting the functioning of internal control EHETER
its objectives.
Monitoring: o Selects, develops, and performs ongoing and/or ELTRE) - o BE REVTERBER /B

VR BEARBERNE
FRAFELEFLER

SRR A EEMRE
@%m%ﬁﬁ AL E R 168
BHEAT BEREEEASR
NEZE (WEA)ELER
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RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

Internal Controls (Continued)

Internal control framework (Continued)

Within this comprehensive internal control framework, management is
responsible for setting the appropriate tone from the top, performing
risk assessments, and owning the design, implementation and
maintenance of internal controls. Other teams such as Finance, Legal,
and Human Resources provide assistance and expertise to
management to assist it in undertaking its responsibilities. The Board
and its audit and risk management committee oversee the actions of
management and monitor the effectiveness of the established
controls, assisted by assurance provided by the external and internal

auditors.

Control standards, checks and balances

Built into the Group’s system are checks and balances. In addition,
as an integral part of our internal control systems, well defined policies
and procedures are properly documented and communicated. The
corporate policies form the basis of all the Group’s major guidelines
and procedures and set forth the control standards required for the
functioning of the Group’s business entities. The policies address
legal, regulatory, and operational topics, including, for example,
intellectual property, data privacy, employee health and safety,

delegation of authority, information security, and business continuity.

Our internal control systems are based on clear stewardship
responsibilities, authorities and accountability and the systems cover
every activity and transaction of our Group. We emphasise to our
employees that everyone, no matter where he or she stands in the
corporate hierarchy, is an important part of our internal control

systems and we expect them to contribute to that system.
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CORPORATE GOVERNANCE REPORT

ERELERSE

RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

Internal Controls (Continued)

Control standards, checks and balances (Continued)

Additionally, the Group has a strong corporate culture based on good
business ethics and accountability. The Code of Conduct, which
applies to all employees, forms the basis of the Group’s commitment
to conducting all business with uncompromising integrity and ethical
behavior. The Code also helps employees determine when to ask for
advice, and how to obtain it. All employees are required to comply
with the Code. The Group regards any violation of the Code as a
serious matter and is committed to investigating all reported
concerns. Furthermore, in keeping with best practices, the Group has
developed and implemented an Anti-Corruption Policy which
reinforces the Code and provides additional specific guidance
regarding compliance with rules and laws related to corruption. In
addition to setting out guidelines, principles and values, we recognise
that an environment where employees feel free to bring problems to
management is also necessary to make our internal control systems
effective. Our Whistleblowing Policy makes it clear that all reports to
management will be handled confidentially to the fullest extent

possible under the circumstances.

This comprehensive internal controls framework established by the
Group covers all activities and transactions. Management performs
periodic enterprise wide risk assessments and continuously monitors
and reports progress of action plans to address these key risks.
Management also assesses business risks when formulating
corporate strategies, and tracks and reports on the implementation of
strategic initiatives, business plans, budgets and financial results

regularly to the Board.
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CORPORATE GOVERNANCE REPORT

RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

Internal Controls (Continued)

Control standards, checks and balances (Continued)

To assist the audit and risk management committee in its oversight
and monitoring activities, the Group maintains an independent internal
audit function. Internal audit department, with its function independent
of the Group’s business operations and complementary to that of the
external auditor, plays an important role in monitoring the Group’s
internal governance. Internal audit provides objective assurance to the
audit and risk management committee that the system of internal

controls is effective and operating as intended.

Key control procedures
()  Establishing a structure with defined authority and proper

segregation of duties

— A clear organisational structure with defined lines of

responsibility to facilitate systematic delegation of authority.

—  Written policies, procedures and guidelines with defined
limits of delegated authority to facilitate effective

segregation of duties and controls.
(i) Monitoring the strategic plan and performance
— Business units carry out their respective business operating
plans as laid down in the strategic plan in accordance with
the adopted policies and procedures.
— An annual budget with financial targets provides the
foundation for the allocation of resources in accordance

with prioritised business opportunities.

— Variance analyses help identify deficiencies and enables

timely remedial actions to be taken.
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CORPORATE GOVERNANCE REPORT

ERELERSE

RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

Internal Controls (Continued)

Key control procedures (Continued)

(i)  Designing an effective accounting and information system

— A comprehensive accounting system for providing financial
and operational performance indicators to facilitate problem
identification, and to ensure complete, relevant and
accurate financial information for timely reporting and

disclosure purpose.

— An information system for identifying, capturing and
communicating pertinent information to enable employees

to carry out their responsibilities.

— Regular reviews for ensuring proper and legitimate

dissemination of financial information.
(iv) Handling and dissemination of inside information

— The Group regularly review inside information’s policy and
procedures and make recommendations on a amendments
there to, if necessary, in order to ensure their effectiveness
in making accurate, balanced and timely disclosure of
information in accordance with disclosure obligations in the

changing regulatory environment.
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CORPORATE GOVERNANCE REPORT

RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

Internal Controls (Continued)

Key control procedures (Continued)

\Y

(vi)

Encouraging reporting on serious concern about malpractice

The Group operates a Whistleblowing Policy which enables
employees to raise concerns about any malpractice,
impropriety or fraud relating to internal controls and other
matters confidentially, without fear of reprisal or

victimization.

Under the Group Whistleblowing Policy, audit and risk
management committee are responsible for reviewing the
effectiveness of the actions taken in response to

disclosures made under the policy by employees.

Other stakeholders, such as customers and suppliers, can
also raise concerns about any improprieties or potential

improprieties of the Group.

Ensuring controls and reviews of [T application systems as well

as principal operations

Various controls and independent reviews are in place to
uphold the integrity, reliability, availability, security and

stability of the Group’s IT application systems.
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CORPORATE GOVERNANCE REPORT

ERELERSE

RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

Handling and Dissemination of Inside Information

Regarding the disclosure of inside information and internal control
measures, the Company understands its duties under the Listing
Rules and SFO, and adheres to the important principle of timely
publication of the inside information. The Company abides by the
“Guide on disclosure of inside information” published by the Securities
and Futures Commission, and has developed a complete system of
internal procedures and internal control measures for processing and
publication of information in order to ensure the timely, accurate and
appropriate disclosure of relevant information to the shareholders and

regulatory authorities.

The Group takes all reasonable measures from time to time to ensure
that proper safeguards exist to prevent a breach of a disclosure
requirement. In this respect, the Management ensures that
appropriate systems and procedures are put in place and reviewed
periodically to enable the Group to comply with the disclosure
requirements. The management also regularly oversees the proper
implementation and functioning of the mechanisms and ensures that
any material deficiencies are detected and resolved in a timely

manner.
Measures include but are not limited to the following:

(@) Establish controls for monitoring business and corporate
developments and events so that any potential inside information

is promptly identified and escalated.

(b) Restrict access to inside information to a limited number of
employees on a need-to-know basis. Ensure employees who
are in possession of inside information are fully conversant with

their obligations to preserve confidentiality.
(c) Ensure appropriate confidentiality agreements are in place when

the Group enters into significant negotiations.
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CORPORATE GOVERNANCE REPORT

RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

Handling and Dissemination of Inside Information (Continued)

(d) Develop procedures for responding to market rumours, leaks

and inadvertent disclosures.

(e) Provide regular training to relevant employees to help them
understand the Company’ policies and procedures as well as

their relevant disclosure duties and obligations.

() Disseminate inside information via the electronic publication
system operated by the Stock Exchange before the information
is released via other channels, such as the press, wire services

or posting on the Company’s website.

Effectiveness of Risk Management and Internal Control Systems
In respect of the year ended 31 December 2019, the adequacy and
effectiveness of the Group’s risk management and internal control

systems have been reviewed annually.

During 2019, Group internal audit conducted selective reviews of the
effectiveness of the systems of risk management and internal controls
of the Group over financial, operational and compliance controls with
emphasis on business continuity management and procurement.
Additionally, the heads of major business and corporate functions
were required to undertake control self-assessments of their key
controls. These results were assessed by the senior management
and reported to the audit and risk management committee, which

then reviewed and reported the same to the Board.

The audit and risk management committee and the Board were not
aware of any areas of concern that would have a material impact on
the Group’s financial position or results of operations and considered
the risk management and internal control systems to be generally
effective and adequate including the adequacy of resources, staff
qualifications and experience, training programs and budget of the

accounting, internal audit and financial reporting functions.
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CORPORATE GOVERNANCE REPORT
EREIRSE

COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Company has adopted Shareholders Communication Policy with
objective of ensuing that the Shareholders and potential investors are
provided with ready, equal and timely access to balanced and

understandable information about the Company.

The Company has established a number of channels to communicate

with the Shareholders as follows:

()  corporate communications such as annual reports, quarterly
reports, interim reports and circulars are issued in printed form
and are available on the GEM website www.hkgem.com and the

Company’s website at www.singlee.com.cn;

(i) periodic announcements are made through the Stock Exchange
and published on the respective websites of the Stock Exchange

and the Company;

(iiy corporate information is made available on the Company’s

website;

(iv) annual and special general meetings provide a forum for the
shareholders to make comments and exchange views with the

Directors and senior management; and

(v the Hong Kong share registrar of the Company serves the
Shareholders in respect of share registration, dividend payment

and related matters.

The Company keeps on promoting investor relations and enhancing
communication with the existing shareholders and potential investors.
It welcomes suggestions from investors, stakeholders and the public
enquiries to the Board or the Company may be sent by post to the

Company’s principal place of business in Hong Kong.

During the year ended 31 December 2019, there is no significant

change in the Company’s memorandum and articles of association.
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CORPORATE GOVERNANCE REPORT

SHAREHOLDERS’ RIGHT

As one of the measures to safeguard shareholder’s interest and
rights, separate resolutions are proposed at shareholders’ meetings
on each substantial issue, including the election of individual directors,
for shareholders’ consideration voting. All resolutions put forward at
shareholders’ meeting will be voted by poll pursuant to the GEM
Listing Rules and the poll voting results will be posted on the GEM
website and the Company’s website after the relevant shareholders’

meeting.

Extraordinary general meeting may be convened by the Board on
requisition of shareholders holding not less than one-tenth of the paid
up capital of the Company or by such shareholders who made the
requisition (the “Requisitionists”) (as the case may be) pursuant to
Article 58 of the Bye-laws. Such requisition must state the object of
business to be transacted at the meeting and must be signed by the
Requisitionists and deposited at the registered office of the Company
or the Company’s principal place of business in Hong Kong.
Shareholders should follow the requirements and procedures as set
out in such Article for convening an extraordinary general meeting.
Shareholders may put forward proposals at general meeting of the
Company by sending the same to the Company at the principal office

of the Company in Hong Kong.

For putting forward any enquiries to the Board, shareholders may
send written enquiries to the Company. Shareholders may send their
enquiries or requests in respect of their rights to the Company’s

principal place of business in Hong Kong.
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INDEPENDENT AUDITOR’S REPORT
5 3L &% B EM 3R

Deloitte

TO THE SHAREHOLDERS OF SING LEE SOFTWARE (GROUP)
LIMITED

(incorporated in Bermuda with limited liability)

Opinion

We have audited the consolidated financial statements of Sing Lee
Software (Group) Limited (the "Company") and its subsidiaries
(collectively referred to as "the Group") set out on pages 92 to 216,
which comprise the consolidated statement of financial position as at
31 December 2019, 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
December 2019, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards ("IFRSs") issued by
International Accounting Standards Board ("IASB") 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 International Standards
on Auditing (“ISAs”) issued by International Auditing and Assurance
Standards Board. 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 the International Ethics
Standards Board for Accountants’ 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
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial

INDEPENDENT AUDITOR’S REPORT
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statements as a whole, and in forming our opinion thereon, and we R o

do not provide a separate opinion on these matters.

Key audit matter
BEESHE

How our audit addressed the key audit matter

AW ETNAEEBRENER

Estimated provision of expected credit losses for trade
receivables

e E 5 RR 2 1 et AR B IR KR

We identified estimated provision of expected credit losses
for trade receivables as a key audit matter due to the
exercise of significant management judgement and
estimation for the determination of allowance for expected
credit losses of trade receivables.
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As at 31 December 2019, the carrying value of the Group’s
trade receivables was RMB72,193,000, net of allowance for
credit losses of RMB472,000. The Group performs
impairment assessment under expected credit loss (“ECL")
model on trade receivable balances individually for debtors
with significant balances and/or based on provision matrix
with appropriate groupings. Except for items that are
subject to individual evaluation, which are assessed for
impairment individually, the Group uses provision matrix to
estimate expected credit losses for the remaining trade
receivable balances. The provision rates are based on
internal credit ratings as groupings of various debtors that
have similar loss patterns. The provision matrix is based on
the Group’s historical default rates taking into consideration
forward-looking information that is reasonable and
supportable information and that is available without undue
cost or effort. At every reporting date, the historical
observed default rates are reassessed and changes in the
forward-looking information are considered.
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Details relating to the determination of allowance for
expected credit losses of trade receivables are set out in
Notes 4, 19 and 32 to the consolidated financial statements.
HEFRWE SRR EHEERABERA 2 FEHN
FE M BImAMT4 - 19K32¢

Our procedures in relation to estimated provision of expected
credit losses for trade receivables included:

HMERERKWEZRFIAATRAEERRBHENIZF 2

e (Obtaining an understanding of the key controls over the
processes that the management performed for assessing
the impairment of trade receivables including the use of
provision matrix;

TRERERNAENE SRFNEMETEF 2 FE
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e Obtaining an understanding and evaluating the
appropriateness of the basis of management’s
judgement about the determination of groupings of
various debtors that have similar loss patterns;
TENMFHEEREEME T ARUBRARN 2 ZHEE W
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e FEvaluating the reasonableness of management’s
determination of the expected credit loss rates based on
historical default rates and taking into consideration of
the forward-looking information;
FHEEREERBBTHRAERERAIBUEENEETER
HEERLIZEEMN

e Assessing the estimates used to determine historical
default rates by considering historical cash collection
performance of different groupings of trade receivables;
AHAEEBER R A ZAET - HAREEESER
WE 5 ERERERN 2 BERSHRKRE

e Discussing with the management for forward-looking
information used and assessing the information based on
publicly available information; and
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e Testing the accuracy of management’s calculation of the
expected credit losses for trade receivables.
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INDEPENDENT AUDITOR’S REPORT
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Other Information

The directors of the Company are responsible for the other
information. The other information comprises the information included
in the annual report, but does not include 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 and Those Charged
with Governance for the Consolidated Financial
Statements

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with IFRSs issued by the IASB 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.

Those charged with governance are responsible for overseeing the

Group’s financial reporting process.
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INDEPENDENT AUDITOR’S REPORT

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 solely to you, as a body, in
accordance with Section 90 of the Bermuda Companies Act, 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 ISAs 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.

As part of an audit in accordance with ISAs, we exercise professional
judgment 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.

e 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.
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INDEPENDENT AUDITOR’S REPORT
5 3L &% B EM 3R

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (Continued)

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 those charged with governance regarding,

among other matters, the planned scope and timing of the audit and

significant audit findings, including any significant deficiencies in

internal control that we identify during our audit.
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INDEPENDENT AUDITOR’S REPORT

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (Continued)

We also provide those charged with governance 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 matter communicated with those charged with governance,
we determine this matter that was of most significance in the audit of
the consolidated financial statements of the current period and is
therefore the key audit matter. We describe this matter 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.

The engagement partner on the audit resulting in the independent

auditor’s report is Yuen Wing Hang.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

26 March 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FeRREtZEKER

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

2019 2018
—E-hEF —E-N\F
NOTES RMB’000 RMB’000
HtaF AR¥T ARET T
Revenue HEWA
— Contracts with customers — BEAY) 5 129,675 114,088
Cost of sales and services & MRS A A (74,622) (60,066)
Gross profit EF| 55,053 54,022
Other income EHA WA 3,425 2,063
Impairment losses under expected FEHEEBRAEXT ZRESE
credit loss model, net of reversal HBRENE SERNENEE
on trade receivables and contract =l
assets 720 (616)
Other gains and losses H s K EE 7 (973) (3,063)
Distribution and selling expenses DiEREEER (12,488) (11,505)
Administrative expenses EEER (14,483) (13,730)
Finance costs BEER 8 (2,360) (1,832)
Profit before tax BREL A F 28,894 25,339
Income tax expense Frie i & A 9 (3,890) (3,136)
Profit and total comprehensive REEBANREZ2EBA
income for the year Pk 10 25,004 22,203
Earnings per share TR 13 (Restated)
(#eE7)
— Basic (RMB cents) — EXR(ARES) 2.10 2.25
— Diluted (RMB cents) —#EHEAR%ES) 2.09 2.24
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FReEMBRAR

At 31 December 2019 R—-E—hF+—-HA=+—H

2019 2018
—E-hEF —FE-N\F
Notes RMB’000 RMB’000
MtaE AR¥T ARET T
Non-current Assets FREEE
Property, plant and equipment ME - BENEE 14 12,220 13,092
Right-of-use assets FRAEEE 15 879 -
Intangible assets | AE 16 20,956 14,538
Deferred tax assets RERIRE B 17 - 1,696
34,055 29,326
Current Assets REBEE
Inventories FE 246 336
Trade and other receivables TEWE 5 K EAMBRERR 19 79,561 75,882
Contract assets BHEE 20 2,261 1,129
Financial assets at fair value through BAREFABRZ
profit or loss TRIEE 18 181 237
Bank balances and cash IRITHEBRIRS 21 76,170 45,648
158,419 123,232
Current Liabilities REBEE
Trade and other payables FERTE 5 R EMIRR 22 20,714 21,302
Amounts due to directors FERtESE I8 23 783 536
Tax liabilities MIBAE 139 -
Lease liabilities HEaE 459 -
Borrowings BE 24 12,243 28,131
Amount due to immediate holding company JE BRI A Al F0E 25 12 12
34,350 49,981
Net Current Assets REBEETFHE 124,069 73,251
Total assets less current liabilities MEERARBAERE 158,124 102,577
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

HREMEBERAER

At 31 December 2019 R-ZE—hF+—-A=+—H

2019 2018
—E-NEF —ZE)\F
Notes RMB’000 RMB’000
Hiax AR¥T T ARETTT
Capital and reserves ERR#E
Share capital A% A 26 12,538 8,661
Reserves 8 84,414 41,723
Total Equity ERBE 96,952 50,384
Non-current Liabilities FnBAE
Deferred tax liabilities EEBIEAS 17 4,944 2,889
Borrowings BE 24 56,228 49,304
61,172 52,193
158,124 102,577
The consolidated financial statements on pages 92 to 216 were FRE2ICEFEMNGENBERRNICESS

approved and authorised for issue by the Board of Directors on 26

March 2020 and are signed on its behalf by:

HUNG YUNG LAI
DIRECTOR
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FeEREDR

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

Share-
based
Share Share Statutory Shareholder's  Translation ~ payments Accumulated
capital premium reserves  contribution reserve reserve losses Total
BB AEH
Bx  BRHEE  AERE  RRER  ERRG  OOREE  RHER CHI
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETRT ARETR ARETR ARETR ARMTR ARETR ARETR
(Note a) (Note b) (Note )
(Hita) (Hitb) (Hite)
At 1 January 2018 RZZ-\E-A-R 8,551 158,608 3,613 786 5,217 33,804 (185,229) 25,350
Profit and total comprehensive  AFERFIREE
income for the year Nt = - - - - - 22,203 22,203
Exercise of share options ~ AEE{7{E 2B iRiE 110 2837 - - - (936) - 2011
Recognition of equity-settled IR E L E LR
share-hased payments BERMER = = = = = 820 = 820
At 31 December 2018 R-E-NE
TZA=1-H 8,661 161,445 3,613 786 5217 33,688 (163,026) 50,384
Profit and total comprehensive AR 2
income for the year WAL - - - - - - 25,004 25,004
Shares issuied (Note d) ikt (Hzd) 3877 19,387 - - - - - 23,264
Transaction costs attibutable /TR EER ZAR
toshares issued (Noted) (A7t d) - (1,700) - - - - - (1,700)
Lapse of share options NEEXMZERE - - - - - (294) 294 -
At 31 December 2019 RZZ-NE
T-A=1+-H 12,538 179,132 3,613 786 5217 33,304 (137,728) 96,952
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FeERBER

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

Notes:

(@)

Under the Companies Act 1981 of Bermuda (“Companies Act”), share
premium is distributable to shareholders, subject to the condition that
the Company cannot declare or pay a dividend, or make a distribution
out of share premium and other reserves if (i) it is, or would after the
payment be, unable to pay its liabilities as they become due, or (i) the
realisable value of its assets would thereby be less than the aggregate of
its liabilities and its issued share capital account.

As stipulated by the relevant laws and regulations for foreign investment
enterprises in the People’s Republic of China (the “PRC”), the
Company’s PRC subsidiaries are required to maintain two statutory
reserves, being an enterprise expansion fund and a statutory surplus
reserve fund which are non-distributable. Appropriations to such
reserves are made out of net profit after taxation reported in the statutory
financial statements of the PRC subsidiaries while the amounts and
allocation basis are decided by their respective boards of directors
annually. The statutory surplus reserve fund can be used to make up
their prior year losses, if any, and can be applied in conversion into
capital by means of capitalisation issue. The enterprise expansion fund
can be used for expanding the capital base of the PRC subsidiaries by

means of capitalisation issue.

On 30 September 2017, Mr. Hung Yung Lai, being the Chairman,
executive director and controlling shareholder of the Company, waived
the balance due to him of approximately RMB786,000. The amount has
been capitalised as shareholder’s contribution.

On 21 May 2019, the Company issued shares approximately HK$26.3
million (equivalent to approximately RMB23.3 million) before expenses
by way of a rights issue of 439,080,000 shares (“Rights Share”) at the
subscription price of HK$0.06 each and on the basis of one Rights
Share for every two shares held by the qualifying shareholders. The net
proceeds of the rights issue, is approximately HK$24.4 million (equivalent
to approximately RMB21.6 million). The Company use the net proceeds
from the rights issue for the Company’s general working capital purpose.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FeBRaRE

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

2019 2018
—E-hEF —E-)N\F
RMB’000 RMB’000
AR®T T ARET T
OPERATING ACTIVITIES RS
Profit before tax B A5 AT v ) 28,894 25,339
Adjustments for: FE
Finance costs BMEEM 2,360 1,832
Interest income FMEWA (494) (33)
Exchange loss P& 518 5k 1,002 2,203
Depreciation of property, plant and equipment WE - BERRETE 1,157 1,051
Depreciation of right-of-use assets FRREERTE 857 =
Amortisation of intangible assets m A E 3,485 1,365
Loss on disposal of property, plant and HEME - WERZEEE
equipment 5 =
Impairment loss under expected credit loss FEHEEBRAEX T ZRE
model, net of reversal on trade receivables Bt - MK EWE S
and contract assets Ma#EERE (720) 616
Equity-settled share-based payment expenses %ﬁ% %%ﬁ»&ﬁﬁf BERIT - 820
Loss on fair value changes of financial assets RANEFAEBRZZEHME
at fair value through profit or loss EANEBEEHNERE 59 82
Operating cash flows before movements in EELESBPHI2LERS
working capital RE 36,605 33,275
Decrease in inventories BERL 90 110
Increase in trade and other receivables FEULE 5 % E b BR FRIE N (2,621) (25,503)
Increase in contract assets EHEEEN (1,132) (1,134)
(Decrease)/increase in trade and other FERTE 5 R B AR SR
payables R, /1 hn (1,263) 5,836
Cash generated from operations KREMBEE 31,679 12,584
Income tax paid EANIZEST - =
NET CASH FROM OPERATING ACTIVITIES & ZBfE2BEFHE 31,679 12,584

97

FAIER A (SRE) RIAFRAE
—E-NFFR



CONSOLIDATED STATEMENT OF CASH FLOWS
MEeBenE

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

2019 2018
—ZE-hEF —E2-N\F
RMB’000 RMB’000

AR¥TR ARETTT

INVESTING ACTIVITIES REES

Development costs paid ke =N (9,903) (10,082)

Purchase of property, plant and equipment BEWE  BEKERE (290) (r77)

Interest received BEHFE 42 33
NET CASH USED IN INVESTING ACTIVITIES &R &EFEFTAZRSFE (10,151) (10,826)
FINANCING ACTIVITIES BMEES

Proceeds from loans from a director EZEEMSHE 1,494 10,833

Proceeds from bank borrowings RITEEMSHKIE 11,000 11,000

Proceeds from issue of shares BITIRID PTISRIA 23,264 =

Issue cost paid BT (1,700) =

Proceeds from exercise of share options TR RS RIR - 2,011

Advances from directors EERHEZBX 646 495

Repayment of loans from a director EEEEEE (12,559) (3,630)

Repayment of bank borrowings BEIRITEE (11,000) (11,000)

Repayment of lease liabilities EHEHEAE (1,163) -

Repayment of advances from directors BREEE 28N (400) (287)

Interest paid ERTFLE (588) (566)
NET CASH FROM FINANCING ACTIVITIES BMETBRE2REFE 8,994 8,856
NET INCREASE IN CASH AND CASH RERREEEY 2B INFE

EQUIVALENTS 30,522 10,614
CASH AND CASH EQUIVALENTS AT R—A—BZRERAELEEY

1 JANUARY 45,648 35,034
CASH AND CASH EQUIVALENTS AT RT-ZBA=+—H=zBEK

31 DECEMBER, Re%EY -

represented by bank balances and cash BRI LIRS 76,170 45,648
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

GENERAL
Sing Lee Software (Group) Limited (the “Company”) is

incorporated in Bermuda as an exempted company with limited
liability and its shares are listed on GEM of The Stock Exchange
of Hong Kong Limited. The address of the registered office and
principal place of business of the Company are disclosed in the
section headed “Corporate Information” in the annual report. Its
immediate holding company is Goldcorp Industrial Limited, a
company incorporated in the British Virgin Islands. Its ultimate
controlling party is Mr. Hung Yung Lai, who is also the chairman

and an executive director of the Company.

The principal activities of the Company and its subsidiaries
(collectively the “Group”) are development and sales of software
products, sales of related hardware products and provision of
technical support services. The principal activities of its

subsidiaries are set out in note 30.
The consolidated financial statements are presented in Renminbi

(“RMB”), which is the same as the functional currency of the

Company and its subsidiaries.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

2. APPLICATION OF NEW AND AMENDMENTS 2.

TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”)

New and Amendments to IFRSs that are mandatorily
effective for the current year

The Group has applied the following new and amendments to
IFRSs issued by the International Accounting Standards Board
(“IASB”) for the first time in the current year.

IFRS 16 Leases

IFRIC - Int 23 Uncertainty over Income Tax
Treatments

Amendment to IFRS 9 Prepayment Features with Negative
Compensation

Amendment to IAS 19 Plan Amendment, Curtailment or
Settlement

Amendment to IAS 28 Long-term Interests in Associates
and Joint Ventures

Amendment to IFRSs Annual Improvements to IFRSs

Standards 2015-2017 Cycle

Except as described below, the application of the new and
amendments to IFRSs in the current year has had no material
impact on the Group’s financial positions and performance for
the current and prior years and/or on the disclosures set out in

these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

APPLICATION OF NEW AND AMENDMENTS
TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”) (Continued)
New and Amendments to IFRSs that are mandatorily
effective for the current year (Continued)

IFRS 16 Leases

The Group has applied IFRS 16 for the first time in the current
year. IFRS 16 superseded IAS 17 Leases (“IAS 17”), and the

related interpretations.

Definition of a lease

The Group has elected the practical expedient to apply IFRS 16
to contracts that were previously identified as leases applying
IAS 17 and IFRIC - Int 4 Determining whether an Arrangement
contains a Lease and not apply this standard to contracts that
were not previously identified as containing a lease. Therefore,
the Group has not reassessed contracts which already existed

prior to the date of initial application.

For contracts entered into or modified on or after 1 January
2019, the Group applies the definition of a lease in accordance
with the requirements set out in IFRS 16 in assessing whether a

contract contains a lease.

As a lessee
The Group has applied IFRS 16 retrospectively with the
cumulative effect recognised at the date of initial application, 1

January 2019.

As at 1 January 2019, the Group recognised additional lease
liabilities and right-of-use assets at amounts equal to the related
lease liabilities adjusted by any prepaid lease payments by
applying IFRS 16.C8(b)(ii) transition. Any difference at the date of
initial application is recognised in the opening accumulated

losses and comparative information has not been restated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

APPLICATION OF NEW AND AMENDMENTS
TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”) (Continued)
New and Amendments to IFRSs that are mandatorily
effective for the current year (Continued)

IFRS 16 Leases (Continued)

As a lessee (Continued)

When applying the modified retrospective approach under IFRS
16 at transition, the Group applied the following practical
expedients to leases previously classified as operating leases
under IAS 17, on lease-by-lease basis, to the extent relevant to

the respective lease contracts:

i. elected not to recognise right-of-use assets and lease
liabilities for leases with lease term ends within 12 months

of the date of initial application;

ii. excluded initial direct costs from measuring the right-of-use

assets at the date of initial application;

ii. applied a single discount rate to a portfolio of leases with a
similar remaining terms for similar class of underlying assets

in similar economic environment.

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied incremental
borrowing rates of the relevant group entities at the date of initial
application. The weighted average incremental borrowing rate

applied by the relevant group entities range from 5.5% to 6.5%.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁ a ﬂ’l BT E

For the year ended 31 December 2019 # % —

—NF+ZA=+—HILFE

2. APPLICATION OF NEW AND AMENDMENTS 2. FEAHFIREEITERBTERE
28 (BB R EZER ) @)

TO INTERNATIONAL FINANCIAL

REPORTING STANDARDS (“IFRSSs”) (Continued)

New and Amendments to IFRSs that are mandatorily

effective for the current year (Continued)
IFRS 16 Leases (Continued)

As a lessee (Continued)

B|MERER (F)

BRI B ERIE 16 S E (%)

1ERZAHN (&)

T 25 4 B2 5 ) A B2 T BT I AR 4SBT B BR B

At 1 January
2019
R-ZB-h#F
—A—H
RMB’000
ARETT
Operating lease commitments disclosed as at RIBE—N\FF+_A=T—"HEEIKLE 1,669
31 December 2018 THEAIE
Lease liabilities discounted at relevant incremental REMEEEENEETHENEEAR 1,645
borrowing rates
Less: Practical expedient — leases with lease term o TS A — HEIR B R ERA B 1,301
ending within 12 months from the date of initial BET12 @A ALERHEE
application
Lease liabilities relating to operating leases recognised ZE-NF-—A—HEARBRYHERE 344
upon application of IFRS 16 as at 1 January 2019 £RIE165RE BRIV EHERBEME
gafE
Analysed as DT
Current B 344
FAIER A (SRE) RIAFRAE
103 —EB-NEFH



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

2. APPLICATION OF NEW AND AMENDMENTS
TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”) (Continued)

New and Amendments to IFRSs that are mandatorily

FE R #TR] B AR AE 5T B BR B B 3 5
2R (BR8] ) @)

T 25 4 B2 5 ) A B2 T BT I AR 4SBT B BR B

effective for the current year (Continued) HmEER (E)
IFRS 16 Leases (Continued) B R ERIFE 16 & (1)
As a lessee (Continued) tEREFN (&)
The carrying amount of right-of-use assets for own use as at 1 EERANEREEER - —LEF—A—
January 2019 comprises the following: =i ZE\EEE@?‘EL}{T%E\ :
Right-of-use
Assets
EREEE
Note RMB’000
izt ARETT
Right-of-use assets relating to operating leases 7 & FA BRI IR B 75 SR 45 Y BI 25 16 9212 344
recognised upon application of IFRS 16 RN LIEEEEN S EEEE
Reclassified from rental prepayment BHERENREEFH R (@) 23
367

(@  Upfront payments for leased properties in the PRC for own used
properties were classified as rental prepayment as at 31 December
2018. Upon application of IFRS 16, the current portion of rental
prepayment amounting to RMB23,000 was reclassified to right-of-
use assets.

There is no impact of transition to IFRS 16 on accumulated

losses at 1 January 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

APPLICATION OF NEW AND AMENDMENTS
TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”) (Continued)

New and Amendments to IFRSs that are mandatorily

effective for the current year (Continued)

IFRS 16 Leases (Continued)

As a lessee (Continued)

The following adjustments were made to the amounts
recognised in the consolidated statement of financial position at

1 January 2019. Line items that were not affected by the

changes have not been included.

2. ERHITIREETEBRMBRE
A ([BFR I mE 28 ) @)
T2 4R B 38 1B A B2 T AT I AR A BT B PR B
BE|EER (&)
EIRR B & E R E 16 & (4F)
1ERAA (&)
RZZB-NF-—A—B HEEHBERR
RPERNSHEETTOTAR - AXE
EXENIEETEREERA -
Carrying Carrying
amounts amounts
previously under
reported at IFRS 16 at
31 December 1 January
2018 Reclassification 2019
Ri5 B
B R &2
TR E16 R R
—B-N\F —EBE-NF
+=—HA=+-—H —HA—B*
2HNREE ENOR HY BR E (B
RMB’000 RMB’000 RMB’000

ARBETTT ARBTT ARET T

Non-current Assets
Right-of-use assets

Current Assets

Rental prepayment

Current Liabilities
Lease liabilities

FRBEE
EREEE

hRBEE
HEFEMFIR

RBRE
HERE

Note: For the purpose of reporting cash flows from operating activities

under indirect method for the year ended 31 December 2019,

movements in working capital have been computed based on

opening consolidated statement of financial position as at 1

January 2019 as disclosed above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

2. APPLICATION OF NEW AND AMENDMENTS
TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”) (Continued)

New and amendments to IFRSs in issue but not yet effective

The Group has not early applied the following new and revised

to IFRSs that have been issued but are not yet effective:

IFRS 17 Insurance Contracts’
Amendments to IFRS 3 Definition of a Business?

Amendments to IFRS 10 Sale or Contribution of Assets
and IAS 28 between an Investor and its
Associate or Joint Venture?®

Amendments to IAS 1 Classification of Liabilities as Current
or Non-current®
Amendments to IAS 1 Definition of Material*
and IAS 8

Amendments to IFRS 9, Interest Rate Benchmark Reform#
IAS 39 and IFRS 7

! Effective for annual periods beginning on or after 1 January 2021.

2 Effective for business combinations and asset acquisitions for
which the acquisition date is on or after the beginning of the first
annual period beginning on or after 1 January 2020.

9 Effective for annual periods beginning on or after a date to be
determined.

& Effective for annual periods beginning on or after 1 January 2020.

2 Effective for annual periods beginning on or after 1 January 2022.

In addition to the above new and amendments to IFRSs, a
revised Conceptual Framework for Financial Reporting was
issued in 2018. Its consequential amendments, the Amendments
to References to the Conceptual Framework in IFRS Standards,
will be effective for annual periods beginning on or after 1
January 2020.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 #Z —Z&

APPLICATION OF NEW AND AMENDMENTS
TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”) (Continued)
New and amendments to IFRSs in issue but not yet effective
(Continued)

Except for the new and amendments to IFRSs mentioned below,
the directors of the Company anticipate that the application of all
other new and amendments to IFRSs will have no material
impact on the consolidated financial statements in the

foreseeable future.
Amendments to IAS 1 and IAS 8 Definition of Material

The amendments provide refinements to the definition of
material by including additional guidance and explanations in

making materiality judgments. In particular, the amendments:

* include the concept of “obscuring” material information in
which the effect is similar to omitting or misstating the

information;

° replace threshold for materiality influencing users from
“could influence” to “could reasonably be expected to

influence”; and

e include the use of the phrase “primary users” rather than
simply referring to “users” which was considered too broad
when deciding what information to disclose in the financial

statements.

The amendments also align the definition across all IFRSs and
will be mandatorily effective for the Group’s annual period
beginning on 1 January 2020. The application of the
amendments is not expected to have significant impact on the
financial position and performance of the Group but may affect
the presentation and disclosures in the consolidated financial

statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

2. APPLICATION OF NEW AND AMENDMENTS
TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”) (Continued)

Conceptual Framework for Financial Reporting 2018 (the
“New Framework”) and the Amendments to References to
the Conceptual Framework in IFRS Standards

The New Framework:

e reintroduces the terms stewardship and prudence;

e introduces a new asset definition that focuses on rights and
a new liability definition that is likely to be broader than the
definition it replaces, but does not change the distinction

between a liability and an equity instrument;

o discusses historical cost and current value measures, and
provides additional guidance on how to select a
measurement basis for a particular asset or liability;

° states that the primary measure of financial performance is
profit or loss, and that only in exceptional circumstances
other comprehensive income will be used and only for
income or expenses that arise from a change in the current
value of an asset or liability; and

e  discusses uncertainty, derecognition, unit of account, the
reporting entity and combined financial statements.

Conseqguential amendments have been made so that references
in certain IFRSs have been updated to the New Framework,
whilst some IFRSs are still referred to the previous versions of
the framework. These amendments are effective for the Group’s
annual period beginning on or after 1 January 2020. Other than
specific standards which still refer to the previous versions of the
framework, the Group will rely on the New Framework on its
effective date in determining the accounting policies especially
for transactions, events or conditions that are not otherwise
dealt with under the accounting standards.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with IFRSs issued by the IASB. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on
GEM of The Stock Exchange of Hong Kong Limited (“Listing

Rules”) and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments
that are measured at fair values at the end of reporting period,

as explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the

consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants would
take those characteristics into account when pricing the asset or
liability at the measurement date. Fair value for measurement
and/or disclosure purposes in these consolidated financial
statements is determined on such a basis, except for share-
based payment transactions that are within the scope of IFRS 2
Share-based Payment, leasing transactions that are accounted
for in accordance with IFRS 16 (since 1 January 2019) or IAS 17
(before application of IFRS 16), and measurements that have
some similarities to fair value but are not fair value, such as net
realisable value in IAS 2 Inventories or value in use in IAS 36

Impairment of Assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are

observable and the significance of the inputs to the fair value

measurement in its entirety, which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active

markets for identical assets or liabilities that the entity can

access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices included

within Level 1, that are observable for the asset or liability,

either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or

liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial

statements of the Company and entities controlled by the

Group. Control is achieved when the Company:

e has power over the investee;

e is exposed, or has rights, to variable returns from its

involvement with the investee; and

° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if

facts and circumstances indicate that there are changes to one

or more of the three elements of control listed above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Consolidation of a subsidiary begins when the Company obtains
control over the subsidiary and ceases when the Company loses
control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included
in the consolidated statement of profit or loss and other
comprehensive income from the date the Company gains
control until the date when the Company ceases to control the

subsidiary.

Profit or loss and each item of other comprehensive income are
attributed to the owners of the Company and to the non-
controlling interests. Total comprehensive income of subsidiaries
is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling

interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in

line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of the

Group are eliminated in full on consolidation.

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is

transferred to the customer.
A performance obligation represents a good or service (or a

bundle of goods or services) that is distinct or a series of distinct

goods or services that are substantially the same.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue from contracts with customers (Continued)

Except for granting of a licence that is distinct from other
promised goods or services, control is transferred over time and
revenue is recognised over time by reference to the progress
towards complete satisfaction of the relevant performance

obligation if one of the following criteria is met:

e the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the

Group performs;

e the Group’s performance creates or enhances an asset

that the customer controls as the Group performs; or

e the Group’s performance does not create an asset with an
alternative use to the Group and the Group has an
enforceable right to payment for performance completed to
date.

Otherwise, revenue is recognised at a point in time when the

customer obtains control of the distinct good or service.

For granting of a licence that is distinct from other promised
goods or services, the nature of the Group’s promise in granting
a licence is a promise to provide a right to access the Group’s

intellectual property if all of the following criteria are met:

e  the contract requires, or the customer reasonably expects,
that the Group will undertake activities that significantly
affect the intellectual property to which the customer has

rights;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Revenue from contracts with customers (Continued)

e the rights granted by the licence directly expose the
customer to any positive or negative effects of the Group’s

activities; and

e those activities do not result in the transfer of a good or a

service to the customer as those activities occur.

If the criteria above are met, the Group accounts for the promise
to grant a licence as a performance obligation satisfied over
time. Otherwise, the Group considers the grant of licence as
providing the customers the right to use the Group’s intellectual
property and the performance obligation is satisfied at a point in

time at which the licence is granted.

A contract asset represents the Group’s right to consideration in
exchange for goods or services that the Group has transferred
to a customer that is not yet unconditional. It is assessed for
impairment in accordance with IFRS 9. In contrast, a receivable
represents the Group’s unconditional right to consideration, i.e.
only the passage of time is required before payment of that

consideration is due.

A contract liability represents the Group’s obligation to transfer
goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due)

from the customer.

A contract asset and a contract liability relating to the same

contract are accounted for and presented on a net basis.

113

FESTHHEX®)

EEEHWE (F)
s EPARBERLAENMERERA
SEEHZAEMEAREETE &

. EEEDBEGTUERELIRY
WETRF -

WA LR E  AEREABERAR &
HEEABRRERERENEE - TR
AEEEERRIREERATFIRME
RASEMBER2EN MENEER
BER L 2 R BE -

BHEERAKERATEFEREmKRE
1 4% 2 #2278 HE CER A (B B 1) R A A B iR
AR - BHBEERBERY K RERE
A% 9SRFHAIRIE - R - BIEFHRERERA
SEERENEGRTEN  BREEER
AR AN @R B2 HEN

ENABRRAREREFPFBEEARECDK
MEFRE(KREINHEMN) NERIR
BEOEE -

HERANARNANEERGNRER
FEEEARNET -

G (KB RIBAERAT
—E-NFFR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue from contracts with customers (Continued)
Contracts with multiple performance obligations (including
allocation of transaction price)

For contracts that contain more than one performance
obligations (i.e. sales of software products with maintenance
services), the Group allocates the transaction price to each
performance obligation on a relative stand-alone selling price

basis.

The stand-alone selling price of the distinct good or service
underlying each performance obligation is determined at
contract inception. It represents the price at which the Group
would sell a promised good or service separately to a customer.
If a stand-alone selling price is not directly observable, the Group
estimates it using appropriate techniques such that the
transaction price ultimately allocated to any performance
obligation reflects the amount of consideration to which the
Group expects to be entitled in exchange for transferring the

promised goods or services to the customer.

Over time revenue recognition: measurement of progress
towards complete satisfaction of a performance obligation
The progress towards complete satisfaction of a performance
obligation is measured based on input method, which is to
recognise revenue on the basis of the Group’s efforts or inputs
to the satisfaction of a performance obligation relative to the
total expected inputs to the satisfaction of that performance
obligation, that best depict the Group’s performance in

transferring control of goods or services.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue from contracts with customers (Continued)
Existence of significant financing component

In determining the transaction price, the Group adjusts the
promised amount of consideration for the effects of the time
value of money if the timing of payments agreed (either explicitly
or implicitly) provides the customer or the Group with a
significant benefit of financing the transfer of goods or services
to the customer. In those circumstances, the contract contains
a significant financing component. A significant financing
component may exist regardless of whether the promise of
financing is explicitly stated in the contract or implied by the

payment terms agreed to by the parties to the contract.

For contracts where the Group transferred the associated goods
or services before payments from customers in which the Group
adjusts for the promised amount of consideration for significant
financing components, the Group applies a discount rate that
would be reflected in a separate financing transaction between
the Group and the customer at contract inception. The Group
recognises interest income during the period between the
payment from customers and the transfer of the associated

goods or services.

Principal versus agent

When another party is involved in providing goods or services to
a customer, the Group determines whether the nature of its
promise is a performance obligation to provide the specified
goods or services itself (i.e. the Group is a principal) or to
arrange for those goods or services to be provided by the other

party (i.e. the Group is an agent).

The Group is a principal if it controls the specified good or

service before that good or service is transferred to a customer.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue from contracts with customers (Continued)
Principal versus agent (Continued)

The Group is an agent if its performance obligation is to arrange
for the provision of the specified good or service by another
party. In this case, the Group does not control the specified
good or service provided by another party before that good or
service is transferred to the customer. When the Group acts as
an agent, it recognises revenue in the amount of any fee or
commission to which it expects to be entitled in exchange for
arranging for the specified goods or services to be provided by

the other party.

Leases

Definition of a lease (upon application of IFRS 16 in
accordance with transitions in note 2)

A contract is, or contains, a lease if the contract conveys the
right to control the use of an identified asset for a period of time

in exchange for consideration.

For contracts entered into or modified or arising from business
combinations on or after the date of initial application, the Group
assesses whether a contract is or contains a lease based on the
definition under IFRS 16 at inception, modification date or
acquisition date, as appropriate. Such contract will not be
reassessed unless the terms and conditions of the contract are

subsequently changed.

The Group as lessee (upon application of IFRS 16 in
accordance with transitions in note 2)

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more
additional lease or non-lease components, the Group allocates
the consideration in the contract to each lease component on
the basis of the relative standalone price of the lease component
and the aggregate stand-alone price of the non-lease

components.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases (Continued)

The Group as lessee (upon application of IFRS 16 in
accordance with transitions in note 2) (Continued)

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to leases of properties that have a lease term of 12 months or
less from the commencement date and do not contain a
purchase option. It also applies the recognition exemption for
lease of low-value assets. Lease payments on short-term leases
and leases of low-value assets are recognised as expense on a
straight-line basis or another systematic basis over the lease

term.

Right-of-use assets

The cost of right-of-use asset includes:

e the amount of the initial measurement of the lease liability;

e any lease payments made at or before the commencement

date, less any lease incentives received;

e any initial direct costs incurred by the Group; and

e an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assets, restoring
the site on which it is located or restoring the underlying
asset to the condition required by the terms and conditions

of the lease.
Right-of-use assets are measured at cost, less any accumulated

depreciation and impairment losses, and adjusted for any

remeasurement of lease liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

& B35 RO s

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases (Continued)

The Group as lessee (upon application of IFRS 16 in
accordance with transitions in note 2) (Continued)
Right-of-use assets (Continued)

Right-of-use assets in which the Group is reasonably certain to
obtain ownership of the underlying leased assets at the end of
the lease term are depreciated from commencement date to the
end of the useful life. Otherwise, right-of-use assets are
depreciated on a straight-line basis over the shorter of its

estimated useful life and the lease term.

Refundable rental deposits

Refundable rental deposits paid are accounted under IFRS 9
Financial Instruments and initially measured at fair value.
Adjustments to fair value at initial recognition are considered as
additional lease payments and included in the cost of right-of-

use assets.

Lease liabilities

At the commencement date of a lease, the Group recognises
and measures the lease liability at the present value of lease
payments that are unpaid at that date. In calculating the present
value of lease payments, the Group uses the incremental
borrowing rate at the lease commencement date if the interest

rate implicit in the lease is not readily determinable.

The lease payments include:

e fixed payments (including in-substance fixed payments)

less any lease incentives receivable;

e variable lease payments that depend on an index or a rate,
initially measured using the index or rate as at the

commencement date;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases (Continued)

The Group as lessee (upon application of IFRS 16 in

accordance with transitions in note 2) (Continued)

Lease liabilities (Continued)

amounts expected to be payable by the Group under

residual value guarantees;

the exercise price of a purchase option if the Group is

reasonably certain to exercise the option; and

payments of penalties for terminating a lease, if the lease
term reflects the Group exercising an option to terminate

the lease.

After the commencement date, lease liabilities are adjusted by

interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a

corresponding adjustment to the related right-of-use assets)

whenever:

the lease term has changed or there is a change in the
assessment of exercise of a purchase option, in which case
the related lease liability is remeasured by discounting the
revised lease payments using a revised discount rate at the

date of reassessment.

the lease payments change due to changes in market rental
rates following expected payment under a guaranteed
residual value, in which cases the related lease liability is
remeasured by discounting the revised lease payments

using the initial discount rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

& B35 RO s

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases (Continued)

The Group as lessee (upon application of IFRS 16 in
accordance with transitions in note 2) (Continued)

Lease liabilities (Continued)

The Group presents lease liabilities as a separate line item on

the consolidated statement of financial position.

Lease modifications
The Group accounts for a lease modification as a separate lease
if:

e the modification increases the scope of the lease by adding

the right to use one or more underlying assets; and

e the consideration for the leases increases by an amount
commensurate with the stand-alone price for the increase
in scope and any appropriate adjustments to that stand-
alone price to reflect the circumstances of the particular

contract.

For a lease modification that is not accounted for as a separate
lease, the Group remeasures the lease liability based on the
lease term of the modified lease by discounting the revised lease
payments using a revised discount rate at the effective date of

the modification.

The Group accounts for the remeasurement of lease liabilities by
making corresponding adjustments to the relevant right-of-use
asset. When the modified contract contains a lease component
and one or more additional lease or non-lease components, the
Group allocates the consideration in the modified contract to
each lease component on the basis of the relative stand-alone
price of the lease component and the aggregate stand-alone

price of the non-lease components.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Leases (Continued)

The Group as a lessee (prior to 1 January 2019)

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term. Contingent rentals arising
under operating leases are recognised as an expense in the

period in which they are incurred.

Lease incentives relating to operating leases are considered as
integral part of lease payments, the aggregate benefit of
incentives is recognised as a reduction of rental expense on a
straight-line basis, except where another systematic basis is
more representative of the time pattern in which economic

benefits from the leased asset are consumed.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (ie RMB) are recognised at the rates of
exchanges prevailing on the dates of the transactions. At the
end of the reporting period, monetary items denominated in
foreign currencies are retranslated at the rates prevailing at that
date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a

foreign currency are not retranslated.
Exchange differences arising on the settlement of monetary

items, and on the retranslation of monetary items, are

recognised in profit or loss in the period in which they arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Borrowing costs

Borrowing costs, other than those directly attributable to the
acquisition, construction or production of qualifying assets, are
recognised in profit or loss in the period in which they are

incurred.

Government grants

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they

become receivable.

Retirement benefit costs and termination benefits

Payments to the Mandatory Provident Fund Schemes and state-
managed retirement benefit schemes are recognised as an
expense when employees have rendered service entitling them

to the contributions.

Short-term and other long-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid as
and when employees rendered the services. All short-term
employee benefits are recognised as an expense unless another
IFRS requires or permits the inclusion of the benefit in the cost

of an asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Short-term and other long-term employee benefits (Continued)
A liability is recognised for benefits accruing to employees (such
as wages and salaries, annual leave and sick leave) after

deducting any amount already paid.

Liabilities recognised in respect of other long-term employee
benefits are measured at the present value of the estimated
future cash outflows expected to be made by the Group in
respect of services provided by employees up to the reporting
date. Any changes in the liabilities’ carrying amounts resulting
from service cost, interest and remeasurements are recognised
in profit or loss except to the extent that another IFRS requires

or permits their inclusion in the cost of an asset.

Share-based payments

Equity-settled share-based payment transactions

Share options granted to employees

Equity-settled share-based payments to employees and others
providing similar services are measured at the fair value of the

equity instruments at the grant date.

The fair value of the equity-settled share-based payments
determined at the grant date without taking into consideration all
non-market vesting conditions is expensed on a straight-line
basis over the vesting period, based on the Group’s estimate of
equity instruments that will eventually vest, with a corresponding
increase in equity (share-based payments reserve). At the end of
each reporting period, the Group revises its estimate of the
number of equity instruments expected to vest based on
assessment of all relevant non-market vesting conditions. The
impact of the revision of the original estimates, if any, is
recognised in profit or loss such that the cumulative expense
reflects the revised estimate, with a corresponding adjustment

to the share-based payments reserve.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

& B35 RO s

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Share-based payments (Continued)

Equity-settled share-based payment transactions (Continued)
Share options granted to employees (Continued)

When share options are exercised, the amount previously
recognised in share-based payments reserve will be transferred
to share premium. When the share options are forfeited after the
vesting date or are still not exercised at the expiry date, the
amount previously recognised in share-based payments reserve

will be transferred to accumulated losses.

Share options granted to consultants

Equity-settled share-based payment transactions with parties
other than employees are measured at the fair value of the
goods or services received, except where that fair value cannot
be estimated reliably, in which case they are measured at the fair
value of the equity instruments granted, measured at the date
the counterparty renders the service. The fair values of the
goods or services received are recognised as expenses (unless

the services qualify for recognition as assets).

Taxation
Income tax expense represents the sum of the tax currently

payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit/loss before tax because of
income or expense that are taxable or deductible in other years
and 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
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.
Deferred tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible
temporary differences can be utilised. Such deferred tax assets
and liabilities are not recognised if the temporary difference
arises from the initial recognition (other than in a business
combination) of assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit. In addition,
deferred tax liabilities are not recognised if the temporary

difference arises from the initial recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary
differences associated with 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. Deferred tax assets arising
from deductible temporary differences associated with such
investments are only recognised to the extent that it is probable
that there will be sufficient taxable profits against which to utilise
the benefits of the temporary differences and they are expected

to 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)

that have been enacted or substantively enacted by the end of

the reporting period.

The measurement of deferred tax liabilities and assets 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.

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-use
assets and the related lease liabilities, the Group first determines

whether the tax deductions are attributable to the right-of-use

assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies IAS 12
Income Taxes requirements to right-of-use assets and lease
liabilities separately. Temporary differences relating to right-of-
use assets and lease liabilities are not recognised at initial

recognition and over the lease terms due to application of the

initial recognition exemption.

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

to the same taxable entity by the same taxation authority.

Current and deferred tax are recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment

Property, plant and equipment are tangible assets that are held
for use in the supply of goods or services, or for administrative
purposes. Property, plant and equipment are stated in the
consolidated statement of financial position at cost less
subsequent accumulated depreciation and accumulated

impairment losses, if any.

Depreciation is recognised so as to write off the cost of items of
property, plant and equipment less their residual values over
their estimated useful lives, using the straight-line method. The
estimated useful lives, residual values and depreciation method
are reviewed at the end of each reporting period, with the effect
of any changes in estimate accounted for on a prospective

basis.

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. Any gain or loss
arising on the disposal or retirement of an item of property, plant
and equipment is determined as the difference between the
sales proceeds and the carrying amount of the asset and is

recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Intangible assets

Internally-generated intangible assets - research and
development expenditure

Expenditure on research activities is recognised as an expense
in the period in which it is incurred.

An internally-generated intangible asset arising from
development activities (or from the development phase of an
internal project) is recognised if, and only if, all of the following
have been demonstrated:

e the technical feasibility of completing the intangible asset
so that it will be available for use or sale;

e the intention to complete the intangible asset and use or
sell it;

e the ability to use or sell the intangible asset;

e how the intangible asset will generate probable future
economic benefits;

e the availability of adequate technical, financial and other
resources to complete the development and to use or sell
the intangible asset; and

e the ability to measure reliably the expenditure attributable
to the intangible asset during its development.

The amount initially recognised for internally-generated intangible
asset is the sum of the expenditure incurred from the date when
the intangible asset first meets the recognition criteria listed
above. Where no internally-generated intangible asset can be
recognised, development expenditure is recognised in profit or
loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible
assets are reported at cost less accumulated amortisation and
accumulated impairment losses (if any), on the same basis as
intangible assets that are acquired separately.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment on property, plant and equipment, right-of-use
assets and intangible assets other than goodwill

At the end of the reporting period, the Group reviews the
carrying amounts of its property, plant and equipment, right-of-
use assets, intangible assets with finite useful lives to determine
whether there is any indication that these assets have suffered
an impairment loss. If any such indication exists, the recoverable
amount of the relevant asset is estimated in order to determine
the extent of the impairment loss (if any). Intangible assets not
yet available for use are tested for impairment at least annually,

and whenever there is an indication that they may be impaired.

The recoverable amount of property, plant and equipment, right-
of-use assets and intangible assets are estimated individually,
when it is not possible to estimate the recoverable amount
individually, the Group estimates the recoverable amount of the

cash-generating unit to which the asset belongs.

In addition, the Group assesses whether there is indication that
corporate assets may be impaired. If such indication exists,
corporate assets are also allocated to individual cash-generating
units, when a reasonable and consistent basis of allocation can
be identified, or otherwise they are allocated to the smallest
group of cash-generating units for which a reasonable and

consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset (or a cash-generating unit) for which the estimates of

future cash flows have not been adjusted.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment on property, plant and equipment, right-of-use
assets and intangible assets other than goodwill (Continued)
If the recoverable amount of an asset (or a cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (or a cash-generating unit) is reduced to its
recoverable amount. For corporate assets or portion of
corporate assets which cannot be allocated on a reasonable
and consistent basis to a cash-generating unit, the Group
compares the carrying amount of a group of cash-generating
units, including the carrying amounts of the corporate assets or
portion of corporate assets allocated to that group of cash-
generating units, with the recoverable amount of the group of
cash-generating units. In allocating the impairment loss, the
impairment loss is allocated first to reduce the carrying amount
of any goodwill (if applicable) and then to the other assets on a
pro-rata basis based on the carrying amount of each asset in
the unit or the group of cash-generating units. The carrying
amount of an asset is not reduced below the highest of its fair
value less costs of disposal (if measurable), its value in use (if
determinable) and zero. The amount of the impairment loss that
would otherwise have been allocated to the asset is allocated
pro rata to the other assets of the unit or the group of cash-
generating units. An impairment loss is recognised immediately

in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit or a group of cash-
generating units) is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the
asset (or a cash-generating unit or a group of cash-generating
units) in prior years. A reversal of an impairment loss is

recognised immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost of inventories are calculated using the weighted
average method. Net realisable value represents the estimated
selling price for inventories less all estimated costs of completion
and costs necessary to make the sale.

Financial instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of
the instrument. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time
frame established by regulation or convention in the market
place.

Financial assets and financial liabilities are initially measured at
fair value except for trade receivables arising from contracts with
customers which are initially measured in accordance with IFRS
15. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets or financial liabilities at fair value
through profit or loss (“FVTPL”) are added to or deducted from
the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial
liabilities at FVTPL are recognised immediately in profit or loss.

The effective interest method is a method of calculating the
amortised cost of a financial asset or financial liability and of
allocating interest income and interest expense over the relevant
period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts and payments
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the
financial asset or financial liability, or, where appropriate, a
shorter period, to the net carrying amount on initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets

Classification and subsequent measurement of financial assets
Financial assets that meet the following conditions are

subsequently measured at amortised cost:

° the financial asset is held within a business model whose

objective is to collect contractual cash flows; and

e the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest on

the principal amount outstanding.

Financial assets that meet the following conditions are
subsequently measured at fair value through other

comprehensive income (“FVTOCI”):

e the financial asset is held within a business model whose
objective is achieved by both selling and collecting

contractual cash flows; and

e the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest on

the principal amount outstanding.

All other financial assets are subsequently measured at FVTPL,
except that at the date of initial application of IFRS 9/initial
recognition of a financial asset the Group may irrevocably elect
to present subsequent changes in fair value of an equity
investment in other comprehensive income (“OCI”) if that equity
investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business

combination to which IFRS 3 Business Combinations applies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement of financial assets
(Continued)

A financial asset is held for trading if:

° it has been acquired principally for the purpose of selling in
the near term; or

e on initial recognition it is a part of a portfolio of identified
financial instruments that the Group manages together and
has a recent actual pattern of short-term profit-taking; or

e it is a derivative that is not designated and effective as a
hedging instrument.

In addition, the Group may irrevocably designate a financial
asset that are required to be measured at the amortised cost or
FVTOCI as measured at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch.

()  Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost and debt instruments/receivables
subsequently measured at FVTOCI. Interest income is
calculated by applying the effective interest rate to the
gross carrying amount of a financial asset, except for
financial assets that have subsequently become credit-
impaired (see below). For financial assets that have
subsequently become credit-impaired, interest income is
recognised by applying the effective interest rate to the
amortised cost of the financial asset from the next reporting
period. If the credit risk on the credit-impaired financial
instrument improves so that the financial asset is no longer
credit-impaired, interest income is recognised by applying
the effective interest rate to the gross carrying amount of
the financial asset from the beginning of the reporting
period following the determination that the asset is no
longer credit impaired.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement of financial assets

(Continued)

(i)  Financial assets at FVTPL
Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI or designated as
FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the
end of each reporting period, with any fair value gains or
losses recognised in profit or loss. The net gain or loss
recognised in profit or loss includes any dividend or interest
earned on the financial asset and is included in the “other

gains and losses” line item.

Impairment of financial assets and other items subject to
impairment assessment under IFRS 9

The Group performs impairment assessment under expected
credit loss (“ECL”) model on financial assets (including trade and
other receivables and bank balances and cash) and contract
assets, which are subject to impairment under IFRS 9. The
amount of ECL is updated at each reporting date to reflect

changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument.
In contrast, 12-month ECL (“12m ECL”") represents the portion
of lifetime ECL that is expected to result from default events that
are possible within 12 months after the reporting date.
Assessment are done based on the Group’s historical credit loss
experience, adjusted for factors that are specific to the debtors,
general economic conditions and an assessment of both the
current conditions at the reporting date as well as the forecast of

future conditions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and other items subject to
impairment assessment under IFRS 9 (Continued)

The Group always recognises lifetime ECL for trade receivables
and contract assets. The ECL on these assets are assessed
individually for debtors with significant balances and/or

collectively using a provision matrix with appropriate groupings.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been a
significant increase in credit risk since initial recognition, the
Group recognises lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring since

initial recognition.

(i)  Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument as
at the reporting date with the risk of a default occurring on
the financial instrument as at the date of initial recognition.
In making this assessment, the Group considers both
quantitative and qualitative information that is reasonable
and supportable, including historical experience and
forward-looking information that is available without undue
cost or effort.

In particular, the following information is taken into account
when assessing whether credit risk has increased

significantly:
e an actual or expected significant deterioration in the

financial instrument’s external (if available) or internal

credit rating;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and other items subject to

impairment assessment under IFRS 9 (Continued)

M

Significant increase in credit risk (Continued)
e significant deterioration in external market indicators of
credit risk, e.g. a significant increase in the credit

spread, the credit default swap prices for the debtor;

e  existing or forecast adverse changes in business,
financial or economic conditions that are expected to
cause a significant decrease in the debtor’s ability to

meet its debt obligations;

e an actual or expected significant deterioration in the

operating results of the debtor;

e an actual or expected significant adverse change in
the regulatory, economic, or technological
environment of the debtor that results in a significant
decrease in the debtor’s ability to meet its debt

obligations.

Irrespective of the outcome of the above assessment, the
Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that

demonstrates otherwise.

The Group regularly monitors the effectiveness of the
criteria used to identify whether there has been a significant
increase in credit risk and revises them as appropriate to
ensure that the criteria are capable of identifying significant
increase in credit risk before the amount becomes past

due.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 #Z —Z&

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and other items subject to

impairment assessment under IFRS 9 (Continued)

(i)

(i)

Definition of default

For internal credit risk management, the Group considers
an event of default occurs when information developed
internally or obtained from external sources indicates that
the debtor is unlikely to pay its creditors, including the
Group, in full (without taking into account any collaterals
held by the Group).

Irrespective of the above, the Group considers that default
has occurred when a financial asset is more than 90 days
past due unless the Group has reasonable and supportable
information to demonstrate that a more lagging default

criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events of default that have a detrimental impact on the
estimated future cash flows of that financial asset have
occurred. Evidence that a financial asset is credit-impaired

includes observable data about the following events:

(@ significant financial difficulty of the issuer or the

borrower;

(b) a breach of contract, such as a default or past due

event;

(c) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a
concession(s) that the lender(s) would not otherwise

consider;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and other items subject to

impairment assessment under IFRS 9 (Continued)

(i)

(iv)

Credit-impaired financial assets (Continued)
(d) it is becoming probable that the borrower will enter

bankruptcy or other financial reorganisation; or

(e) the disappearance of an active market for that

financial asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has been
placed under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when the
amounts are over three years past due, whichever occurs
sooner. Financial assets written off may still be subject to
enforcement activities under the Group’s recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition event.
Any subsequent recoveries are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of
default, loss given default (i.e. the magnitude of the loss if
there is a default) and the exposure at default. The
assessment of the probability of default and loss given
default is based on historical data adjusted by forward-
looking information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined with

the respective risks of default occurring as the weights.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and other items subject to

impairment assessment under IFRS 9 (Continued)

V)

Measurement and recognition of ECL (Continued)

Generally, the ECL is the difference between all contractual
cash flows that are due to the Group in accordance with
the contract and the cash flows that the Group expects to
receive, discounted at the effective interest rate determined

at initial recognition.

Where ECL is measured on a collective basis or cater for
cases where evidence at the individual instrument level may
not yet be available, the financial instruments are grouped

on the following basis:

o Nature of financial instruments (i.e. the Group’s trade
receivables and contract assets are each assessed as
a separate group. Other receivables and bank
balances are assessed for expected credit losses on

an individual basis);
o Past-due status;
o Nature, size and industry of debtors; and
e External credit ratings where available.
The grouping is regularly reviewed by management to
ensure the constituents of each group continue to share
similar credit risk characteristics.
Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is

credit impaired, in which case interest income is calculated

based on amortised cost of the financial asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Derecognition of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the risks
and rewards of ownership of the asset to another entity. If the
Group neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred
asset, the Group recognises its retained interest in the asset and
an associated liability for amounts it may have to pay. If the
Group retains substantially all the risks and rewards of ownership
of a transferred financial asset, the Group continues to recognise
the financial asset and also recognises a collateralised borrowing

for the proceeds received.

On derecognition of a financial asset measured at amortised
cost, the difference between the asset’s carrying amount and
the sum of the consideration received and receivable is

recognised in profit or loss.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments are classified as either financial
liabilities or as equity in accordance with the substance of the
contractual arrangements and the definitions of a financial liability

and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are

recorded at the proceeds received, net of direct issue cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial liabilities and equity (Continued)

Financial liabilities

All financial liabilities are subsequently measured at amortised

cost using the effective interest method or at FVTPL.

Financial liabilities at amortised cost

Financial liabilities including borrowings, trade and other
payables, amounts due to directors and amount due to
immediate holding company are subsequently measured at

amortised cost, using the effective interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or have
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and

payable is recognised in profit or loss.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 3, the directors of the Company are required
to make judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated
assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may

differ from these estimates.

The estimates and underlying assumptions are reviewed on an
on-going basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and future

periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

4. KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)
Key sources of estimation uncertainty
The following are the 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.

(a) Estimated impairment of intangible assets
Intangible assets not yet available for use are tested for
impairment at least annually, and whenever there is an
indication that they may be impaired. In determining
whether an asset is impaired, the Group has to exercise
judgment and make estimation, particularly in assessing: (1)
whether an event has occurred or any indicators that may
affect the asset value; (2) whether the carrying value of an
asset can be supported by the recoverable amount, in the
case of value in use, the net present value of future cash
flows which are estimated based upon the continued use
of the asset; and (3) the appropriate key assumptions to be
applied in estimating the recoverable amounts including
cash flow projections and an appropriate discount rate.
When it is not possible to estimate the recoverable amount
of an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the assets
belongs. Changing the assumptions and estimates,
including the discount rates or the growth rate in the cash
flow projections, could materially affect the net present

value used in the impairment test.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 #Z —Z&

4. KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty (Continued)

(@

(b)

Estimated impairment of intangible assets (Continued)

As at 31 December 2019, the carrying amounts of
intangible assets not yet available for use are
RMB9,903,000 (2018: RMB10,082,000), no impairment

loss has been recognised.

Provision of ECL for trade receivables and contract
assets

The ECL on the trade receivables and contract assets are
assessed individually for debtors with significant balances
and/or collectively using provision matrix with appropriate
groupings. The provision rates are based on credit ratings
as groupings of various debtors that have similar loss
patterns. The provision matrix is based on the Group’s
historical default rates taking into consideration forward-
looking information that is reasonable and supportable
information and that is available without undue cost or
effort. At every reporting date, the historical observed
default rates are reassessed and changes in the forward-

looking information are considered.

The provision of ECL is sensitive to changes in estimates.
The information about the ECL and the Group’s trade
receivables and contract assets are disclosed in notes 19,

20 and 32 respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

& B35 RO s

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

5. REVENUE

() Disaggregation of revenue from contracts with

customers

5. HEWA

() PHFEFEFENHERA

For the year ended 31 December 2019
BE_F-NF+-A=+t—-HLFE

Sales of Provision of
Sales of related technical
software hardware support
products products services
SHEMHE RS
HERHER BHER X ER®
RMB’000 RMB’000 RMB’000
ARET T AR®T T ARET T
Sales of products HEER 15,484 8,723 -
Provision of services: AR
— Development and installation — A RTERTE
of bank transaction software eRGUM - - 27,721
— Qutsourcing financial services — BIRITTEP RN
for bank customers B RS - - 50,759
— Development, installation and — % RERMEE
maintenance of payment SRS
software system - - 26,988
Total et 15,484 8,723 105,468
Geographical markets & TS
Mainland China FEI A 15,484 8,723 105,468
Timing of revenue recognition HEWARRIER
A point in time FF I B0 15,484 8,723 -
Over time B iy - - 105,468
Total et 15,484 8,723 105,468
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REVENUE (continued)

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

5. SHEWA @)

(i) Disaggregation of revenue from contracts with () DIFREFEHNHEERA ()

customers (Continued)

For the year ended 31 December 2018
BE_ZT-—N\F+_A=1+—HILFE

Sales of Provision of
Sales of related technical
software hardware support
products products services
SHE R R
HETMGER W E XERS
RMB’000 RMB’000 RMB’000
ARBT T ARBTFT ARBTF T
Sales of products HEEM 10,936 6,831 -
Provision of services: RERTS -
— Development and installation — ABERELRRITE
of bank transaction software SR - - 39,330
— Outsourcing financial services — BIRITEPRMIN
for bank customers B R - - 36,372
— Development, installation and — % REREE
maintenance of payment SRS
software system - - 20,619
Total et 10,936 6,831 96,321
Geographical markets & TS
Mainland China FE R 6,604 6,831 96,321
Taiwan 2 4,332 - -
Total et 10,936 6,831 96,321
Timing of revenue recognition HE WA RR KR
A point in time 5 [ 24 10,936 6,831 -
Over time ¥ A R = = 96,321
Total F 10,936 6,831 96,321
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 #Z — &

—NF+ZA=+—HILFE

5. REVENUE (continued)

(ii)

Performance obligations for contracts with customers
Sales of software products with maintenance services
(multiple performance obligations)

The Group mainly sells software products, e.g. POS-MIS to
banks and high-tech companies directly, and revenue is
recognised at a point in time when control of software
products has transferred, being when the software
products have been delivered to customers’ specific
location and installed for use. In addition, the Group
provided subsequent maintenance service after the
installation, which is considered to be a distinct service as it
is both regularly supplied by the Group to other customers
on a stand-alone basis and is available for customers from
other providers in the market. Transaction price is allocated
between sales of software products and the maintenance
services on a relative stand-alone selling price basis.
Revenue relating to the maintenance services is recognised
over time and would be recognised as a separate
performance obligation for provision of services and
included as development, installation and maintenance of
payment software system. The transaction price allocated
to these services is recognised on a straight line basis over

the period of service.

Sales of related hardware products (revenue
recognised at one point in time)
The Group mainly sells related hardware products, e.g.

POS machines to banks and high-tech companies directly.

For sales of related hardware products, revenue is
recognised when control of the goods has transferred,
being when the goods have been delivered to customers’
specific location. The normal credit term is 120 to 180 days

upon delivery.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

5. REVENUE (continued)

(ii)

Performance obligations for contracts with customers
(Continued)

Provision of technical support services (revenue
recognised over time)

The Group provides technical support services to
customers. Such services are recognised as a performance
obligation satisfied over time as the Group creates or
enhances an asset that the customer controls as the asset
is created or enhanced. Revenue is recognised for these
technical support services based on the stage of
completion of the contract using input method. A contract
asset, net of contract liability, is recognised over the period
in which the technical support services are performed
representing the Group’s right to consideration for the
services performed because the rights are conditioned on
the Group’s future performance in achieving specified
milestones. The contract assets are transferred to trade
receivables when the rights become unconditional.
Retention receivables, are classified as contract assets,
which ranges from one to two years from the date of the
practical completion of the support services. The relevant
amount of contract asset is reclassified to trade receivables
when the defect liability period expires. The defect liability
period serves as an assurance that the technical support
services performed comply with agreed upon specifications

and such assurance cannot be purchased separately.

In some circumstances, the Group received the advance
payment which considered containing significant financing
component and accordingly the amount of consideration is
adjusted for the effects of the time value of money taking

into consideration the credit characteristics of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

5. REVENUE (Continued) 5. HEWA @)
(iii) Transaction price allocated to the remaining (i) PHREREFENZHRTENEEIN
performance obligations for contracts with customers RH5E
The transaction price allocated to the remaining R-_ZE—-—hhEER_ZET—NFE+_A
performance obligations (unsatisfied or partially unsatisfied) —t—H RZIERISEEZEHREY
as at 31 December 2019 and 2018 and the expected EECRERK S BEPARZER ) - T8HME
timing of recognising revenue are as follows: R ERFRET ¢

Provision of technical support

services

RN BRE
2019 2018
—B-NF —E-N\F
RMB’000 RMB’000
AR¥T ARETT
Within one year —FE YR 1,724 6,941

More than one year but not more thantwo ~ —F A BN EB BRI F

years 441 456
More than two years A 899 1,007
3,064 8,404
These amounts disclosed above do not include transaction ENEBRNZEeRTIBEIEZRE
price allocated to performance obligations which have been HNEENRZER  EBEEETEEX

satisfied but not yet recognised due to variable 1B R AT (R (B PR 16 i et R B AR o

consideration constraint.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBEE RN

For the year ended 31 December 2019 #Z —E—NF+_-HA=+—HIFFE

OPERATING SEGMENTS

Information reported to the Company’s executive directors,
being the chief operating decision maker (“CODM”), for the
purposes of resource allocation and assessment of segment
performance focuses on types of goods or services delivered or

provided.

Specifically, the Group’s reportable and operating segments

under IFRS 8 are as follows:

1. Sales of software products

2.  Sales of related hardware products

3. Provision of technical support services

No operating segments have been aggregated in arising at the

reportable segments of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

6. OPERATING SEGMENTS (Continued) 6. EEDH @)
Segment revenue and results DEPHEW AR ES
The following is an analysis of the Group’s revenue and results AEERLBERIZFHRDITE D HERA
by operating and reportable segment: REZZ AT
For the year ended 31 December 2019 BE—_Z-—NE+-A=t+—HLEE

Sales of Provision of

Sales of related technical

software hardware support
products products services Total

HE SHEEE RS
BHEm EHEm XER® CEL

RMB’000  RMB’000  RMB’000  RMB’000
ARBTR AR®BTR AR®BTR AR%¥TR

External sales and total revenue  ¥19MEE & 42 E A

— segment revenue — DEHERA 15,484 8,723 105,468 129,675
SEGMENT RESULTS DEEE 6,994 1,362 22,535 30,891
Unallocated other income RAOMEMIA 3,425
Unallocated other gains and R oy Be E Y as K B 18

losses (973)
Unallocated corporate expenses K2 Bl (2,089)
Finance costs mEEH (2,360)
Group’s profit before tax ZRER B /) BR A AT AR 28,894
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= % B4 35 ¥R | B 5

For the year ended 31 December 2019 #Z —Z&

—NF+ZA=+—HILFE

6. OPERATING SEGMENTS (Continued) 6. EEDH @)
Segment revenue and results (Continued) DEPHEWAREE(E)
For the year ended 31 December 2018 BE_—_E—NF+-A=+—HILFE
Sales of  Provision of
Sales of related technical
software hardware support
products products services Total
HE tHEE R R
B Em B 14 X & RS A&t
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETT ARBTET
External sales and total revenue  ¥f5MEE K 455 E U A
— segment revenue — DEFHE KA 10,936 6,831 96,321 114,088
SEGMENT RESULTS DEPFELE 3,410 2,423 24,959 30,792
Unallocated other income R BeE AU A 2,063
Unallocated other gains and AR oy Be B Y as B B 18
losses (3,083)
Unallocated corporate expenses A OB (RS (2,621)
Finance costs BEER (1,832
Group’s profit before tax ZRER [ 9 BR A AT AR 25,339

The accounting policies of the operating segments are the same

as the Group’s accounting policies as described in note 3.

Segment results represents the profit earned by each segment

without allocation of finance costs, unallocated corporate

expenses, other income and other gains and losses. This is the

measure reported to the CODM for the purposes of resource

allocation and performance assessment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

& B35 RO s

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

6. OPERATING SEGMENTS (continued) 6. EEDH @)
Segment revenue and results (Continued) DEPHEWAREE(E)
The CODM makes decisions according to operating results of BEEREARBS D EINE S EEER
each segment. No analysis of segment asset and segment R - BMEZNDEHEERSHEEST
liability is presented as the CODM does not regularly review such Bl ERE AWESLE RS RFKIF
information for the purposes of resources allocation and T EMEBERMZER - Bt REHDEL
performance assessment. Therefore, only segment revenue and HEWMARDERELE T IAZRY -
segment results are presented.
Other segment information Hib o 2pE R
Sales of Provision of
Sales of related technical
software hardware support
products products services Total
HE SHE R R AR Al
BHEM BEHEm X ER® &t
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR®TR AR¥TRT AR®BTR
For the year ended BE-Z-—N&F+=
31 December 2019 B=+—HLEE
Amounts included in the BEATED BEE
measure of segment ZRUE
results:
Depreciation of property, plant ~ #1% &= MRIGITE
and equipment 138 78 941 1,157
Depreciation of right-of-use CREEENE
assets 102 58 697 857
Amortisation of intangible assets %72 & = $4 416 234 2,835 3,485
Impairment losses on trade RIEE= R B E
receivables and contract SERRENEE
assets recognised in profit or REEE
loss 24 14 165 203
Impairment losses on trade RiBm R E R R E
receivables and contract GERRENEE
assets reversed in profit of BEEE
loss (110) (62) (751) (923)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & M % 3R M

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

OPERATING SEGMENTS (continued) 6. EEDE (&)
Other segment information (Continued) HibpIER (&
Sales of  Provision of
Sales of related technical
software hardware support
products products services Total
HE HERA RS
BFEM BEHEM SRR ABET
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETRT ARBTET
For the year ended 31 BE-Z-—N\F+=
December 2018 A=+—HLEFE
Amounts included in the BIERGTED IS
measure of segment 2RI
results:
Depreciation of property, plant ~ #13 - HiE M ZEITE
and equipment 101 63 887 1,051
Amortisation of intangible assets 24 E & $4 131 81 1,153 1,365
Impairment losses on trade RIBR R EE
receivables and contract FEARENEE
assets recognised in profit or BEEE
loss 67 42 593 702
Impairment losses on trade RSB E R ERE
receivables and contract SERRENEE
assets reversed in profit of BEEE
loss 8) (5) (73) (86)
Share-based payment expenses  BAR& 17 & Z 5 15 315
(excluding expenses S (T EEERED
recognised in corporate ESEY)
expenses) 29 18 256 303
Geographical information hEE R

The Group’s revenue from external customers is all generated

from customers located in the Mainland China.

All non-current assets of the Group are located in the PRC by

location of assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

6. OPERATING SEGMENTS (Continued)
Information about major customers
Revenue from customers from sales of software products,
related hardware products, provision of technical support
services of the corresponding years contributing over 10% of the

total sales of the Group are as follows:

LESE )

FERFEHR

AEBRBENEP ZHERHER - 18
BEHEMREEENTSERE 2 WAR
RAEBBARIHE10% AT ¢

2019 2018
—ZE-hE —ZE-N\F
RMB’000 RMB’000
ARET T ARETTT
Customer A =FEH 68,058 39,609
7. OTHER GAINS AND LOSSES Hialz= R EE
2019 2018
—E-hF —T-N\F
RMB’000 RMB’000

AR®TR ARETT

Loss on fair value changes of financial assets EARETABRZ CREER

at FVTPL TEZEHHEE (59) (82)
Exchange loss FRTR=PS (895) (2,977)
Loss on disposal of property, plant and LEWE - BENMLESE

equipment (5) =
Others HAh (14) (4)

(973) (8,083)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & M % 3R M

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

FINANCE COSTS 8. MIEEH
2019 2018
—E-hEF —T—N\F
RMB’000 RMB’000
ARET T AREET T
Interest on bank borrowings IRITEEZHE 563 566
Interest on loans from a director EZEEZFE 1,772 1,266
Interest on lease liabilities HEBBEZNE 25 =
2,360 1,832
INCOME TAX EXPENSE 9. IEHEHR
2019 2018
—g-hE  —TNF
RMB’000 RMB’000
ARET T AREEF T
PRC enterprise income tax (“EIT”) PR EMSH ((hEMRER])
— Current year — AFE 139 -
Deferred taxation (Note 17) EIERLIR (FYaE17)
— Current year — KFE 3,751 3,136
3,890 3,136

155

FRRS (EE) RHERAT
—E-NE

R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

& B35 RO s

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

9. INCOME TAX EXPENSE (Continued)

Hangzhou Singlee Technology Company Limited (“Singlee
Technology”), a subsidiary of the Company, was established in
Hangzhou, the PRC, with statutory tax rate of 25%. Singlee
Technology is regarded as a High and New Technology
Enterprise defined by Zhejiang Finance Bureau, Administrator of
Local Taxation of Zhejiang Municipality and Zhejiang Municipal
office of the State Administration of Taxation and is therefore
entitled to 15% preferential tax rate for the PRC EIT for three
years each starting from 2013. By the year ended 31 December
2019, it has been approved by Zhejiang Finance Bureau,
Administrator of Local Taxation of Zhejiang Municipality and
Zhejiang Municipal office of the State Administration of Taxation
for extending three more years to 2022. Accordingly, the tax rate

for Singlee Technology is 15% for the years ended 31 December

2019 and 2018.

According to the PRC Enterprise Income Tax Law, the
applicable tax rate of Hangzhou Singlee Software Company
Limited (“Singlee Software”), and Xin Yintong Technology Co.,
Ltd. (“Xin YinTong”) is 25% for the years ended 31 December

2019 and 2018.

Except for the provision for PRC EIT amounting to RMB139,000
from XinYinTong, no other provision for PRC EIT from the other
two entities during the years ended 31 December 2019 and
2018 as the assessable profits has been wholly absorbed by tax

losses brought forward from previous years or some subsidiaries

had no assessable profits.

No provision for Hong Kong Profits Tax has been made as the

Group had no estimated assessable profits arising from Hong

Kong during the years ended 31 December 2019 and 2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INCOME TAX EXPENSE (Continued)

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

9. MSHER®)

The tax charge for the year is reconciled to the profit before tax ANEEBRBYHEGAEBREEM2E W
per the consolidated statement of profit or loss and other mRZBHANER 2 EERIT ¢

comprehensive income as follows:

2019 2018

—g-nE —T-N\F

RMB’000 RMB’000

ARBT T ARETFT

Profit before tax BR3¢ A A 28,894 25,339

Tax charge at enterprise income tax rate at
15% (2018: 15%) (Note)

Tax effect of income not taxable for tax

ADEFRERBE15% (=2

—\%F : 16%) st HE 2 HIAX K

() 4,334 S0
TARBBAZFiBTE

purpose (1,313) (1,762)
Tax effect of expenses not deductible for tax A FIFL B Sz < Fi i 22 £
purpose 1,019 1,067
Tax effect of tax losses not recognised RERTBEBE BB E 250 731
Utilisation of tax losses previously not ERBERER HIEEE
recognised (297) (588)
Others EAth (103) (113)
Tax charge for the year AEEREBETH 3,890 3,136
Note: Applicable income tax rate of 15% (2018: 15%) represents the Bier: BRABHRMELSR(ZZT—/\F:
relevant income tax rate of Singlee Technology, the subsidiary of 15% ) 358X Al BB A Rl A R 2 A8 8
the Company which generates majority of the Group’s assessable FIiSMEE  ZRRABAREEES KR

profit.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

10. PROFIT FOR THE YEAR 10. AFEE &R A

Profit for the year has been arrived at after charging (crediting)

the following items:

AERZHEMEER GTA) TFIRIA -

2019 2018
—E-hEF ZE-N\F
RMB’000 RMB’000
AR%T R ARETT
Salaries, wages and other staff benefits e ITEMEMBETHEA 54,174 44,524
Retirement benefit schemes contributions R AT B X 11,265 10,021
Equity-settled share-based payment IRIELEE LA BETE A R
expenses - 385
Total staff costs (Note) B TR ANE5 (fat) 65,439 54,930
Depreciation of property, plant W - BERREITE
and equipment 1,157 1,051
Depreciation of right-of-use assets FREEENE 857 =
Amortisation of intangible assets A 3,485 1,365
Auditor’s remuneration ZERT N & 1,443 1,125
Research costs recognised as an expense RERAZHEER
(included in cost of sales) (BETABENA) 1,742 6,881
Impairment losses recognised on trade BB SRR R A KB E R
receivables and contract assets B E1E 203 702
Impairment losses reversal on trade FEWE SRR RENEERRL
receivables and contract assets A BR[Ol (923) (86)
Cost of inventories recognised as an expense &R AR X 2 F &K A 6,219 2,423
Interest income FEWA (494) (33)
Government grants BT EL (2,614) (1,552)

Note: Directors’ emoluments are included in the above staff costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

11. DIRECTORS’ AND CHIEF EXECUTIVE’S

EMOLUMENTS

11.

Directors’ and chief executive’s emoluments for the year,

disclosed pursuant to applicable Listing Rules and CO, is as

follow:

EERBESTHRAEHMH

AR5 AR £ AR Al Ko X BRI P8R -
=17

AEEAFE2ESERERTRA BN
(I
2019
—E-NF

Retirement Equity-settled

benefit share-based

schemes payment
Fees Salaries contributions expenses Total
RELEE
BARERN URGHRER
e e T B ez &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T ARET T ARET T
Executive directors HITES
Mr. Hung Yung Lai RERLIE ST A - 106 5 - 111
Mr. Cui Jian EREL - 437 5 - 442
Mr. Hung Ying AR - 565 5 - 570
Mr. Lin Xue Xin W K& 106 479 63 - 648
Subtotal /Nt 106 1,587 78 - 1,771
Independent non- BAFHTES
executive directors
Mr. Pao Ping Wing RS EE 106 - - - 106
Mr. Thomas Tam HEIE S 106 - - - 106
Mr. Lo King Man BEXEE 106 - - - 106
Subtotal /gt 318 - - - 318
Total s 2,089
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

11. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (continued)

M. EBEERERSTBRAEHMN &)

2018
—E-N\F
Retirement  Equity-settled
benefit  share-based
schemes payment
Fees Salaries  contributions expenses Total
BEREE
RIREH AR RERE
ik e B N At
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETRT ARETT AR%TT ARBTR
Executive directors HITES
Mr. Hung Yung Lai RERNIE ST A - 97 - 102
Mr. Cui Jian EREE - 431 - 436
Mr. Hung Ying e Sidad - 592 24 621
Mr. Lin Xue Xin MR K& 97 520 63 23 703
Subtotal N 97 1,640 78 47 1,862
Independent non- BIFHTES
executive directors
Mr. Pao Ping Wing RIMER 97 - - 2 99
Mr. Thomas Tam REE LS 97 _ _ 2 99
Mr. Lo King Man EStE 97 - - 2 99
Subtotal NE 291 - - 6 297
Total et 2,159

The executive directors’ emoluments shown above were for their

services in connection with the management of the affairs of the

Company and the Group. The non-executive directors’

emoluments shown above were for their services as directors of

the Company.
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11.

12.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (continued)

During the years ended 31 December 2019 and 2018, no
remuneration was paid by the Group to the directors as an
inducement to join or upon joining the Group or as

compensation for loss of office.

There was no arrangement under which a director or the chief
executive waived or agreed to waive any remuneration during

the year.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees of the Group during the year
included two directors (2018: two directors), details of whose
remuneration are set out in note 11 above. Details of the
remuneration for the year of the remaining three (2018: three)
highest paid employees who are neither a director nor chief

executive of the Company are as follows:

11.

12.

BEERBRESTBRAEHM @

BE_ZT-NARZFT-N\F+ZA=1—
BIEFE  AREYEATAEEZTEH
B 1 75 W% 51 5L A0 A 25 5% (81 350 0 A 2K 5% (B B
Z RS RE R KRBT 2 1A -

RAFE  HEEZXESTHRAERE
KRB MEEAIFHMA L

hEmeHMES
FAREELERSFHERREMEE
F(ZE-N\F MEBEF)  REFHF
BERLEXHEN - FABT=H(ZF
—N\F ZR)UFARAEERITRAH
M= MATFEEINOT

2019 2018

—E-hEF —E-N\F

RMB’000 RMB’000

AR%T ARET T

Salaries and other benefits e REAMER 1,928 1,638

Retirement benefit schemes contributions IRIRAE N ET B R 118 118
Equity-settled share-based payment MRS E AR B AR

expenses NRFAX - 91

2,046 1,747

Their emoluments were individually within the Hong Kong dollar
(“HK$”)1,000,000 band.

During the years ended 31 December 2019 and 2018, no
remuneration was paid by the Group to the five highest paid
individuals as an inducement to join or upon joining the Group or

as compensation for loss of office.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

13. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share
attributable to owners of the Company is based on the following
data:

Earnings figures are calculated as follows:

13. BR W=
ADFVEA A (L TR B AN R HEE U 25 TD
ANIE E et

W BREHEIT ¢

2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
ARET T ARBTT
Profit for the year attributable to owners of RAEHEE AREEER
the Company for the purposes of basic FLIR % W o AR T 4
and diluted earnings per share 25,004 22,203
2019 2018
—E-hE —E-N\F
000 ’000
TR T
(Restated)
(g&=75)
Number of shares BHEE
Weighted average number of ordinary shares F{EsT E BRI E AW S ~ L @A
for the purpose of basic earnings per share  JN#E F15 8 1,191,973 986,832
Effect of dilutive potential ordinary shares BEBTETERERENTE
— Share options 1,491 3,010
Weighted average number of ordinary shares R {EsT E GBS ~ TR
for the purpose of diluted earnings per share A4 F 15 2 1,193,464 989,842
The computation of diluted earnings per share for the years ended HE_Z-NAEZ_Z—N\F+_A=1+—

31 December 2019 and 2018 does not assume the exercise of
certain options (as defined in note 27) because the exercise prices
of those options were higher than the average market prices for
both 2019 and 2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & M % 3R M

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

13. EARNINGS PER SHARE (Continued)

The weighted average number of ordinary shares for the

14.

purpose of basic earnings per share has been adjusted for the

issue of shares on 21 May 2019 and the exercise of share

options on 4 April 2018.

13. R W= (@)
PR ST 19 AR L AR Ui 25 o 2 3 AR e P 45
HERN-E—NAFEEA-+—BEITR
5 RH =T — )\ A 1 B 171 5 A ff
A% o

PROPERTY, PLANT AND EQUIPMENT 14. % - RERRE
Computer
Owned Leasehold and related Motor
properties Improvements equipment vehicles Total
HE BiR
HEWE MEEE VElRS B =H)
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFTRT ARETT AREFTT ARETR
COST AR
At 1 January 2018 R=—Z—-\E—F—H 12,402 3,550 6,937 1,498 24,387
Additions 0 = 311 466 = 777
At 31 December 2018  R=—ZE—\F+=-A=1+—H 12,402 3,861 7,403 1,498 25,164
Additions )i = 21 266 3 290
Disposals HE - - - (95) (95)
At 31 December2019 R -T—hF+-A=1+—H 12,402 3,882 7,669 1,406 25,359
DEPRECIATION wE
At 1 January 2018 R-E—NFE—F—H 1,108 3,189 5,958 766 11,021
Provided for the year RERE 559 132 234 126 1,051
At 31 December 2018 ~ R=—ZE—/\E+=-A=1+—H 1,667 3,321 6,192 892 12,072
Provided for the year RERE 559 164 312 122 1,157
Eliminated on disposals 1 & B4 54 = - - (90) (90)
At 31 December2019 R -T—hF+-A=1+—H 2,226 3,485 6,504 924 13,139
CARRYING VALUES BRMEE
At 31 December 2019  HR=—ZE—HE+=-A=1+—H 10,176 397 1,165 482 12,220
At 31 December2018 ~ R-ZE—N\F+-A=1+—H 10,735 540 1,211 606 13,092
R (EE) RBERATE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

14. PROPERTY, PLANT AND EQUIPMENT

(Continued)
Depreciation is provided to write off the cost of items of
property, plant and equipment over their estimated useful lives
and after taking into account their estimated residual value,
using straight-line method, at the following rates per annum:
Owned properties Over 20 years
Leasehold improvements Over the shorter of the term
of lease or 5 years
20% — 30%
10% — 20%

Computer and related equipment

Motor vehicles

The owned properties are situated on leasehold land in the PRC

and held under medium-term lease.

The Group has pledged owned properties with a net book value
of approximated RMB9,992,000 (831 December 2018:
RMB10,539,000) to secure borrowings granted to the Group

(see note 24).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

15. RIGHT-OF-USE ASSETS

For the year ended 31 December 2019 #Z —Z&

ﬁéﬂﬁ%iﬁ%lﬁﬁi

—NF+ZA=+—HILFE

15. EFEEE

Leased properties

HEME
RMB’000
ARBT T
As at 1 January 2019 R-ZE—h&—HF—H
Carrying amount IRmEE 367
As at 31 December 2019 R-ZE—-hE+=-A=+—H 879
Carrying amount AREE
For the year ended 31 December 2019 BE-_Z—hE+=-A=+—HLEFE 857
Depreciation charge TES
Expense relating to short-term leases and other 50 HATH & N FH B R & X E AR B BR B 7
leases with lease terms end within 12 months of HwEAERZE 165 B AR 12E A NER
the date of initial application of IFRS 16 BWEMEER AN 2,418
Total cash outflow for leases HMERS R R 3,601
Additions to right-of-use assets g AREEE 1,369

For both years, the Group leases various offices for its
operations. Lease contracts are entered into for fixed term of
half to two years without extension and termination options. In
determining the lease term and assessing the length of the non-
cancellable period, the Group applies the definition of a contract

and determines the period for which the contract is enforceable.

The Group regularly entered into short-term leases for offices
premises. As at 31 December 2019, the portfolio of short-term

leases is similar to the portfolio of short-term leases to which the

short-term lease expense disclosed in this note.

REZMEFE  AEBAEXKELHE
ETHAZE -HESHONEHEERYEF
EWE WEERREIEEEE - RET
HAEEIHETIREHENRER A&

EEAAaANNTEEILETES LR R HNIT
E}‘]/E\:HFEﬁ°
REEEHITIHAERBEY - RZF

—NF+=ZA= -1— B RHfAEHAs0
AWFABRZESRHERYMEREE
4B LKA o

FAIER A (SRE) RIAFRAE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

16. INTANGIBLE ASSETS 16. B EE
Development costs
HEEA
RMB’000
AREFIT
COST R
At 1 January 2018 R-ZFE—-\F—H—H 19,713
Additions )i 10,082
At 31 December 2018 RZE—N\F+=—A=+—H 29,795
Additions =N 9,903
At 31 December 2019 R_E—NF+=-A=+—8H 39,698
AMORTISATION oK
At 1 January 2018 R-ZE—N\FE—HF—H 13,892
Amortisation for the year PGS SR 1,365
At 31 December 2018 R-E—N\F+-_A=1+—H 15,257
Amortisation for the year IF SR 3,485
At 31 December 2019 RZE—h&E+=ZA=+—H 18,742
CARRYING VALUES REE
At 31 December 2019 RZZE-—NF+=—_A=+—H 20,956
At 31 December 2018 RZE—N\F+-_A=+—H 14,538
Development costs are internally generated and have finite FEERCEEERAFHARSEF  KERE
useful lives of 5 years, which are amortised on a straight-line EHEEH o
basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

17. DEFERRED TAX ASSETS/LIABILITIES
For the purpose of presentation in the consolidated statement of
financial position, certain deferred tax assets and liabilities have
been offset. The following is the analysis of the deferred tax

balances for financial reporting purposes:

17. EEHEBEE BE
SMERAMBRRAKREINENME - ETE
EHBAEERBBECRIENE - TXRHE
S B M ERLERIAGE RO

2019 2018

—ZT-hEF —T-N\F

RMB’000 RMB’000

AR%T T ARBFT

Deferred tax assets RIERIAE & - 1,696
Deferred tax liabilities EIERIEEE (4,944) (2,889)
(4,944) (1,193)

The following are the major deferred tax liabilities and assets

recognised and movements thereon during current and prior

ATARAEERBEFECHRANEAX
EEVBRBBEREENAREES)

years:

Temporary

difference

Development on revenue
costs Taxlosses recognition Others Total

KRz
HEER BBER ERED Hits @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFT ARETT ARETRT ARETT AR%T:R
At 1 January 2018 RZZE-—N\F—-H—H - 1,943 - = 1,943
Charge to profit orloss - AfE# (1,865) (247) (537) (487) (3,136)
At 31 December 2018 ~ R=Z—N\F+-_A=+—H (1,865) 1,696 (537) (487) (1,193)
Charge to profitorloss st A8z (1,022) (1,696) (805) (228) (3,751)
At 31 December 2019  RZZE—AF+=ZA=1+—H (2,887) - (1,342) (715) (4,944)
MAEM (KB RIBFRQE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

17. DEFERRED TAX ASSETS/LIABILITIES 17. EERBEE BB @)

(Continued)

At the end of the reporting period, the Group has unused tax NIMEEER AREBEAHAFREEELY
losses of approximately RMB8,518,000 (2018: RMB21,490,000) BARS851800L(ZE—N\F: AR
available for offset against future profits. The deferred tax assets #% 21,490,000 7T ) AJ S8 AR A FI| o I 5t
recognised in respect of tax loss of nil (2018: RMB11,307,000). ZEFEOERABEEFREEE(ZZ—N
No deferred tax asset has been recognised in respect of the F o AR®11,307,0007T) o f A E L TE A
remaining RMB8,518,000 (2018: RMB10,183,000) due to the KREHREIR - KIERBHES T AR
unpredictability of future profit streams. 8518,000t( = T — N &F: AR %

10,183,000 70) AV IRIEFR A E = ©

The unused tax losses will expire in the following years: R TFE 7 ABABMEER BN -
2019 2018

—E-hF —E-N\F

RMB’000 RMB’000

ARMT T AREFTT

2019 —E-NF - 1,355
2020 TECFF 5,502 5,502
2021 —E-—fF 1,348 1,348
2022 —E-F - 11,307
2023 —F_= - 1,978
2024 —E-EF 1,668 -
Total unused tax losses ABATBEEERE 8,518 21,490
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

18. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

Financial assets designated at FVTPL:

18. RANEFABRBZERNEE

BERBANEMABRRZEREE :

2019 2018

—R-nE T NF

RMB’000 RMB’000

AR%TR ARETT

Investments in unlisted fund, at fair value FITESRKRE  BANE 181 237

The unlisted fund is denominated in United State dollar (“‘US$”)
and the investment objective of the fund is to achieve capital
appreciation through investing in securities, ownership interest
and private equity investments offered publicly or privately and in

relation to energy and environmental protection business.

Upon adoption of IFRS 9 as at 1 January 2018, the investment
in unlisted fund is still measured at FVTPL at the end of the
reporting period. The fair value of the underlying assets of the

fund were provided by the counterparty financial institution.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

19. TRADE AND OTHER RECEIVABLES 19. FELE 5 & H At BE K
2019 2018
—e-hE —TN\HF
RMB’000 RMB’000

ARBT R ARBT T

Trade receivables FEUNE 5 R K
— contracts with customers — BEAH 72,665 67,319
Less: allowance for credit losses W EEBKEE (472) (1,192)
72,193 66,127
Other receivables, prepayments HhEURARSR - TR RIE
and deposits MiE®
Deposits paid to customers BENRFES 3,459 3,130
Advances to staff M8 T8 1,947 4,529
Other tax recoverable AU B E A R 1R 702 529
Others Hi 1,260 1,567
7,368 9,755
Total trade and other receivables FEUNE 5 & E A BR SR 4B 5T 79,561 75,882
As at 1 January 2018, trade receivables from contracts with RZE—NF—A—HBH KEFEFAHHN
customers amounted to RMB43,983,000. FEURE S8R5 A AR 43,983,000 7T °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

19. TRADE AND OTHER RECEIVABLES (Continued)

The following is an aged analysis of trade receivables net of

allowance for credit losses presented based on the invoice

10. EWWE S R EMRF (&)

AT TSR E 5 8RR (IR E E R AR EIR)
PAZZ B B8 2 Bk DA -

dates:
2019 2018
—E-hEF —E-N\EF
RMB’000 RMB’000
AR®T T ARETFT
0 — 120 days 0F 120K 42,486 43,261
121 — 180 days 1212 180K 3,304 271
181 — 365 days 181 £ 365K 10,645 4,886
Over 365 days 365 KA E 15,758 17,709
72,193 66,127

As at 31 December 2019, included in the Group’s trade
receivables balance are debtors with aggregate carrying amount
of RMB21,081,000 (2018: RMB20,152,000) which are past due
90 days or more as the reporting date and are not considered
as in default as most of the debtors are banks with strong
financial position and high credit ratings and the amounts are still

considered fully recoverable.

Details of impairment assessment of trade and other receivables

are set out in note 32.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

20. CONTRACT ASSETS

20. EHEE

2019 2018

—EB-NF —E-N\EF

RMB’000 RMB’000

AR¥T ARETFT

Retention receivable BB RS 2,261 1,129

As at 1 January 2018, contract assets amounted to
RMB1,788,000.

The contract assets primarily relate to the Group’s right to
consideration for work completed and not billed because the
rights are conditioned on the Group’s future performance. The
contract assets are transferred to trade receivables when the

rights become unconditional.

The Group typically agrees to a retention period ranging from
one to two years for 5% to 10% of the contract value. This
amount is included in contract assets until the end of the
retention period as the Group’s entitlement to this final payment
is conditional during retention period. The Group typically
transfer contract assets into trade receivables at the end of
retention period. The Group classifies these contract assets as
current because the Group expects to realise them in its normal
operating cycle. The Group typically transfer contract assets into

trade receivables at the end of retention period.

Details of impairment assessment of contract assets are set out

in note 32.
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21.

22.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

BANK BALANCES AND CASH

The Group’s bank balances and cash comprise bank balances
which carry interest at prevailing market saving rates ranging
from 0.001% to 0.35% (2018: 0.001% to 0.35%) per annum as
at 31 December 2019.

Certain of the Group’s bank balances and cash of approximately
RMB26,000 and RMB26,867,000 (2018: RMB25,000 and
RMB3,528,000) were denominated in US$ and HKS$,

respectively.

For the year ended 31 December 2019, the Group performed
impairment assessment on bank balances and concluded that
the probability of defaults of the counterparty banks are

insignificant and accordingly, no allowance for credit losses is

21. RITHEBRRRE

RZZE—AF+-—A=+—8 x£BEZ
RITHERRREBEFANRRITMISFER
FFR0OIEE03BE(=ZFT— N\ F:
0.001 EZE0.35[F) st B2 RITHER °

REBAHHARE26,0007T KHARE
26,867,0007t (=& — )\ : AR¥ 25,000
TR AR#3,528,0007T) 2 % T IRITH %
RBE& D RlEETRABTEHE °

BE-_Z-NF+-A=+t—HBLEFE"
AEEFRITERETRERG - Bw S
BFHRTENNAREETR - BUBE
HEEERRERE -

provided.

TRADE AND OTHER PAYABLES 2 ENESREHMEER
2019 2018
—E-hE —ZT—)\F
RMB’000 RMB’000
ARBT ARBT T
Trade payables FERTE SRR 3,305 1,575
Payroll payables JE =T B, T 555 B 5,056 4,558
Other PRC tax payables e B BN TR IR 3,407 2,179
Employee reimbursement payable FEfHE B #iH 4,963 7,274
Accruals et &M 169 178
Others HAih 3,814 5,538
Total 1A=t 20,714 21,302
AR (KE) RIBBERATE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FeMEBERRME

For the year ended 31 December 2019 #Z —ZE—NF+_-A=+—HIFFZF

22. TRADE AND OTHER PAYABLES (Continued)

The following is an aged analysis based on invoice date of trade

22 EREZREMERF (&)
M RERRENBSERUBZAE

payables at the end of the reporting period: D2 BRI DT -
2019 2018
—B-NhEF ZE-N\F
RMB’000 RMB’000
AR®T T ARBTT
Within 90 days 90 KA 2,180 380
91 — 180 days 91 E180K - 8
181 — 365 days 181 2 365K 44 57
Over 365 days 365 KA E 1,081 1,135
3,305 1,575

The range of credit period on purchases of goods is around 120
to 180 days.

Trade and other payables of approximately RMB1,022,000
(2018: RMB807,000) were denominated in HK$.

23. AMOUNTS DUE TO DIRECTORS

The amounts are denominated in HK$, unsecured, non-interest

bearing and repayable on demand.

SING LEE SOFTWARE (GROUP) LIMITED
Annual Report 2019 174

BEEmNEERNF120E180RTF °

FERHE 5 M E M BR TR A A R ¥ 1,022,000 7T
(ZZ—N\F : AR¥ES807,0007T) JHILHETT

5HE -

23. B EEMIE

ZRBEABTAE S RERKM 28 0A

RERIEE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & M % 3R M

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

24. BORROWINGS 24. 68
2019 2018
—E-hEF —T—N\F
RMB’000 RMB’000
AR¥T T AREET T
Unsecured loans from a director (Note i) EIKIRESEE (i) 57,471 66,435
Secured bank borrowings (Note ii) BEBRITEE (ML) 11,000 11,000
68,471 77,435
2019 2018
—E-NF T )N\F
RMB’000 RMB’000

AR®TR ARETTT

Carrying amount of the above borrowings are _t il fE &R EREEE T2 -
repayable:
Within one year —F A 12,243 28,131
Within a period of more than one year but —FE L HBERRIBRE
not exceeding two years 8,200 5,157
Within a period of more than two years but MEL BT EBARF
not exceeding five years 15,586 13,137
Within a period of more than five years AFMNUE 32,442 31,010
68,471 77,435
Less: Amounts due within one year B AIARBAER —F AT E
shown under current liabilities Z I8 (12,243) (28,131)
Amounts shown under non-current liabilites  FI| AJEREN & & 2 5B 56,228 49,304

B (EE) ROBERAE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF
24. BORROWINGS (continued)
Notes:

()  The exposure of the Group’s loans from a director and the
contractual maturity dates are as follows:

24. B8 (&)
Bzt -

U

AEEERREHEFNAR K EHEHH

mT -

2019 2018
= —FN\F
RMB’000 RMB’000
AR¥T T ARETFT
Within one year 1FR 1,243 17,131
Between one to two years 15224 8,200 5,157
Between two to five years 2E5F 15,586 13,137
More than five years 5F 1% 32,442 31,010
57,471 66,435
The ranges of effective interest rates on the Group’s loans from a REBESEENETEMNZGEENT :
director are as follows:
2019 2018
—®-hF —2-N\F
Effective interest rate: ERRFE
Fixed-rate borrowings EEEE 2.68%-3.38% 2.68%-4.30%

The weighted average effective interest rate on loans from a
director is 2.91% (2018: 3.02%).

The loans from a director of approximately RMB52,158,000 (2018:
RMB51,995,000) are denominated in HK$, other borrowings are
denominated in the functional currency of the respective group
entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

24. BORROWINGS (continued)

Notes: (Continued)

(i)

The exposure of the Group’s bank borrowings and the contractual
maturity dates are as follows:

24. B8 (&)
Hiat : (48)

(i)

AEERTEENRRRAOFHABAMNT

2019 2018
—E-NF T )\F
RMB’000 RMB’000
AR¥T T ARETFT
Fixed-rate bank borrowings: ELIRITEE -
Within one year 1FR 11,000 11,000

The effective interest rates (which are also equal to contracted
interest rates) on the Group’s borrowings are as follows:

AEBBRITEENERNE (BHEEREH
FE)E -

2019 2018
—E2-hF A

Effective interest rate: BEEEF=X
Fixed-rate borrowings EEBEE 4.80% 5.46%

The weighted average effective interest rate on the bank
borrowings is 4.80% (2018: 5.46%).

The owned properties with a carrying amount of approximately
RMB9,992,000 (2018: RMB10,539,000) have been pledged to
secure bank borrowings of the Group.

25. AMOUNT DUE TO IMMEDIATE HOLDING
COMPANY

The amount is denominated in HK$, unsecured, non-interest

bearing and repayable on demand.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

26. SHARE CAPITAL 26. IR
Number of shares Amount Amount
RHEE bt bt
2019 2018 2019 2018 2019 2018
Z2-nE ZE-\E ZB-pE ZE\f ZB-pE R\
'000 '000 HK$'000 HK$000 RMB'000 RMB'000
Th Th T Thr  ARETR  ARETR
Ordinary shares of HK$0.01 each FREE0 AT EBR
Authorised: AT
At 1 January and 31 December R-F-BRT-A=1-A 10,000,000 10,000,000 100,000 100,000 100,000 100,000
Issued and fully paid: BRTRER
At1 January R—A-A 878,160 864,430 8,762 8,644 8,661 8,551
Shares issued #iki 439,080 - 4391 - 3817 -
Exercise of share options ffeERiE - 13730 - 137 - 110
At 31 December e el 1,317,240 878,160 13,173 8,781 12,538 8,061

On 21 May 2019, the Company issued shares approximately
HK$26.3 million (equivalent to approximately RMB23.3 million)
before expenses by way of a rights issue of 439,080,000 shares
at the subscription price of HK$0.06 each and on the basis of
one Rights Share for every two shares held by the qualifying
shareholders. The net proceeds of the rights issue, is
approximately HK$24.4 million (equivalent to approximately
RMB21.6 million). The Company use the net proceeds from the

rights issue for the Company’s general working capital purpose.

The new shares rank pari passu with the existing shares in all

aspects.

SING LEE SOFTWARE (GROUP) LIMITED

Annual Report 2019

178

R-ZE—NAERA-+—B  AQAKAE
ERRRGRHAMRRGEZE —RERR
MEEE - LER0.06ETHREE B
B AtR% 5 = 8817 439,080,000 A B 15 + BB
TIRN K263 EEBET(HERHVARYE
23.3B &) (MERFXZ AT o HARFT1SRIE
FREARAABEAT(HEROARK
21.6 BEIT) ° NA A HIRAISFIEFERE
RERRIN—REEES -

MM EMAE D EERARNDZRRFH

fiL ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

27. SHARE-BASED PAYMENTS TRANSACTIONS

Equity-settled share option scheme of the Company

The Company’s share option scheme (the “Scheme”) was
adopted on 27 August 2001 for the primary purpose of providing
incentives to directors and eligible employees, and has been
expired on 27 August 2011. Under the Scheme, the Board of
Directors of the Company may grant options to eligible
employees, including directors of the Company and its
subsidiaries, to subscribe for shares in the Company. The
Scheme would be valid and effective for a period of ten years
commencing on the adoption date and have come to its
expiration. All other respects of the provisions of the Scheme
shall remain in full force and holders of all options granted under
the Scheme prior to such expiry shall be entitled to exercise the
outstanding options pursuant to the terms of the Scheme until
expiry of the said options. As a result, a new share option
scheme which was approved on 28 February 2011 (the “New
Scheme”), take effect immediately after the expiry of the
Scheme. The principal terms of the New Scheme are same with

the Scheme.

Pursuant to the ordinary resolution passed by the shareholders
at the special general meeting of the Company held on 28
February 2011 (the “SGM”), the New Scheme mandate limit was
refreshed so that the Company was authorised to grant share
options under the New Scheme for subscription of up to a total
of 81,184,000 shares, representing approximately 10% of the
issued share capital of the Company as at the date of the SGM.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

27. SHARE-BASED PAYMENTS TRANSACTIONS 27. LR EAERNAERE (&)

(Continued)

Equity-settled share option scheme of the Company
(Continued)

Pursuant to the ordinary resolution passed by the shareholders
at the annual general meeting of the Company held on 11 May
2016 (the “AGM”), the scheme mandate limit under the share
option scheme of the Company was refreshed again so that the
Company was authorised to grant additional share options for
subscription for a total of 86,443,000 shares under the refreshed
mandate limit, representing approximately 10% of the issued
share capital of the Company as at the date of the AGM. The
aggregate number of shares which may be issued upon exercise
of all options that may be granted under the refreshed mandate
limit and upon the exercise of the outstanding options previously
granted is not permitted to exceed 30% of the shares in issue at

any point of time.

At 31 December 2019, the number of ordinary shares remained
outstanding in respect of which options had been granted on 19
January 2010 (“2010 January Option”), 16 August 2010 (“2010
August Option”), 28 February 2011 (2011 February Option”), 24
June 2013 (“20183 June Option”), 15 May 2015 (“2015 May
Option”) and 7 April 2017 (“2017 April Option”) is 216,070,000
(2018: 185,530,000), representing 16% of the total ordinary
shares of the Company (2018: 21%) in issue at the end of the
reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

27. SHARE-BASED PAYMENTS TRANSACTIONS
(Continued)

Options shall be exercised in the following manner:

Options granted to directors and employees on 19 January
2010 and 16 August 2010

5% of the options shall become exercisable upon 6-months

of the date of grant

Additional 10% of the options shall become exercisable

upon the first anniversary of the date of grant

Additional 35% of the options shall become exercisable

upon the second anniversary of the date of grant

Additional 50% of the options shall become exercisable

upon the third anniversary of the date of grant

Options granted to directors on 28 February 2011

50% of the options shall become exercisable on the date of

grant

Additional 50% of the options shall become exercisable
after 9 January 2012

Options granted to employees on 28 February 2011

50% of the options shall become exercisable on the date of

grant

Additional 50% of the options shall become exercisable
after 12 January 2012
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

27. SHARE-BASED PAYMENTS TRANSACTIONS

(Continued)
Options granted to directors and employees on 24 June
2013

e 50% of the options shall become exercisable on the date of

grant

e Additional 50% of the options shall become exercisable

after 23 June 2014

Options granted to directors and employees on 15 May
2015

e 50% of the options shall become exercisable on the date of

grant

e  Additional 50% of the options shall become exercisable

after 14 May 2016

Options granted to directors, employees and consultants on

7 April 2017

e 50% of the options shall become exercisable on the date of

grant

e Additional 50% of the options shall become exercisable

after 6 April 2018

Under the Scheme and the New Scheme, the exercise price is
determined by the directors of the Company, and will not be less
than the higher of (i) the closing price of the Company’s shares
on the date of grant, (i) the average closing price of the shares

for the five business days immediately preceding the date of

grant; and (jii) the nominal value of the Company’s share.

No consideration is payable on the grant of an option.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & M % 3R M

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

27. SHARE-BASED PAYMENTS TRANSACTIONS

(Continued)

Details of specific categories of options are as follows:

Options granted to directors and employees on 19 January

27. MR BEBR NIRRT Z

PR ARERIZ BT

&)

R-ZE-—FEF-ATHAhEARZZE-FFN

2010 and 16 August 2010 A+AEERETESERESNERE
Exercise Fair value
Option type Date of grant Vesting period Exercise period price at grant date
RELEH
BRESR REBH HEHS THEH THE ZANRE
2010 January Option 19.01.2010 19.01.2010t0 18.01.2013  19.07.2010 to 18.01.2020 HK$0.200  HK$0.1330
“T-ZE-RBERE  19.01.2010 19.01.2010£18.01.2013  19.07.2010% 18.01.2020 0.200%7T  0.1330/&7T
2010 August Option 16.08.2010 16.08.2010 to 15.08.2013  16.02.2011 to 15.08.2020 HK$0.840  HK$0.5289
“Z-ZF)\REKE 16.08.2010 16.08.20105%15.08.2013  16.02.2011 £ 15.08.2020 0.840/87T 0528978

Option granted to directors and employees on 28 February

R-IE——F A=+ NHBHRTFEEKE

2011 BZBRE

Exercise Fair value
Option type Date of grant Vesting period Exercise period price at grant date

R B

BRESR REAH HEHS agid THEE A |
2011 February Option
—E——F-RERE
Grant to directors 28.02.2011 N/A 28.02.2011 t0 09.01.2021 HK$0.730 HK$0.3308
BTES 28.02.2011 NEf 28.02.2011 £ 09.01.2021 0.730/87  0.3308/57T
Grant to directors 28.02.2011 28.02.2011 10 09.01.2012  10.01.2012 to 09.01.2021 HK$0.730  HK$0.3417
KTE=S 28.02.2011 28.02.2011%09.01.2012  10.01.2012 £ 09.01.2021 07307  0.34174ATT
Grant to employees 28.02.2011 N/A 28.02.2011 to 12.01.2021 HK$0.714  HK$0.3366
RTESR 28.02.2011 TER 28.02.2011 £12.01.2021 07147 0.3366/87T
Grant to employees 28.02.2011 28.02.2011 10 12.01.2012  13.01.2012 to 12.01.2021 HK$0.714  HK$0.3417
KTESR 28.02.2011 28.02.2011£12.01.2012  13.01.2012 % 12,01.2021 0714%7L 03417
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For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

27. SHARE-BASED PAYMENTS TRANSACTIONS

27. LRt A EB LIRS @)

(Continued)
Option granted to directors and employees on 24 June 2013 R-CEBE—=FEXA-1THHHABFEZERE
EBERE
Exercise Fair value
Option type Date of grant Vesting period Exercise period price at grant date
REHBH
BRESR REBH BEHS e T ZARE
2013 June Option
T - REkE
Grant to directors 24.06.2013 N/A 24.06.2013 to 23.06.2023 HK$0.1122 HK$0.0506
BY&E=% 24.06.2013 TEA 24.06.2013 £ 23.06.2023 0.1122}87T  0.0506787C
Grant to directors 24.06.2013 24.06.2013 10 23.06.2014  24.06.2014 to 23.06.2023 HKS$0.1122 HK$0.0522
BYEZ 24.06.2013 24,06.2013%23.06.2014  24.06.2014 & 23.06.2023 0112287 0.0522/87T
Grant to employees 24.06.2013 N/A 24.06.2013 t0 23.06.2023 HK$0.1122  HK$0.0506
ETER 24.06.2013 TiEA 24.06.2013 & 23.06.2023 0112287 0.0506 /7T
Grant to employees 24.06.2013 24.06.2013 10 23.06.2014  24.06.2014 to 23.06.2023 HK$0.1122 HK$0.0522
YRS 24.06.2013 24.06.2013%23.06.2014  24.06.2014 % 23.06.2023 011227 0.0622/87T
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For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

27. SHARE-BASED PAYMENTS TRANSACTIONS

27. LRt A EB LIRS @)

(Continued)
Option granted to directors and employees on 15 May 2015 R-BE-FAFEFA+HEEHEFEERES
2B E

Exercise Fair value

Option type Date of grant Vesting period Exercise period price at grant date
REHBH

BRESR RHBH BEH e T6EE ZARE
2015 May Option
T -RFhABRE
Grant to a director 15.05.2015 N/A 15.05.2015 to 14.05.2025 HK$0.43  HK$0.2648
BRTES 15.06.2015 TR 15.05.2015 £ 14.05.2025 04387 02648787
Grant to a director 15.05.2015 16.05.2015 t0 14.05.2016  15.05.2016 to 14.05.2025 HK$0.43  HK$0.2694
RTEZ 15.05.2015 156.05.2015% 14.05.2016  15.05.2016 & 14.05.2025 04387 0269487
Grant to employees 15.05.2015 N/A 15.05.2015 to 14.05.2025 HK$0.43 HK$0.2243
RTEE 15.05.2015 TEA 15.05.2015 % 14.05.2025 0438 0224387
Grant to employees 15.06.2015 15.05.2015 10 14.05.2016  15.05.2016 to 14.05.2025 HK$0.43 HK$0.2372
BTEE 15.05.2015 15.06.20152 14.06.2016  15.05.2016 £ 14.05.2025 0437 0237287
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For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

27. SHARE-BASED PAYMENTS TRANSACTIONS 27. LR EAERNAERE (&)

(Continued)
Option granted to directors, employees and consultants on R-ZBE—+tHENALtHERTESE EER
7 April 2017 B 2 BB AR R

Exercise Fair value
Option type Date of grant Vesting period Exercise period price at grant date

REHBH
BRESR REBH BEHS e T ZARE
2017 April Option
T +EMARERE
Grant to a director 07.04.2017 N/A 07.04.2017 to 06.04.2027 HK$0.1820  HK$0.0865
BY&E=% 07.04.2017 TEA 07.04.2017 £ 06.04.2027 0.1820/87T  0.0865/87C
Grant to a director 07.04.2017 07.04.2017 to 06.04.2018  07.04.2018 to 06.04.2027 HK$0.1820  HK$0.0949
RTES 07.04.2017 07.04.2017 £06.04.2018  07.04.2018 £06.04.2027 0.1820/%87C  0.0949% 7T
Grant to employees and ~ 07.04.2017 N/A 07.04.2017 to 06.04.2027 HK$0.1820  HK$0.0846
consultants
RTEE KR 07.04.2017 TNEA 07.04.2017 £ 06.04.2027 0.1820/87C  0.0846%T
Grant to employees and  07.04.2017 07.04.2017 t0 06.04.2018  07.04.2018 to 06.04.2027 HK$0.1820 HK$0.0920
consultants
RTEESLER 07.04.2017 07.04.2017 £06.04.2018  07.04.2018 £ 06.04.2027 0.1820/7C  0.0920% 7T
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For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

27. SHARE-BASED PAYMENTS TRANSACTIONS

27. LRt A EB LIRS @)

(Continued)
The following table discloses the movement of the share options TERFEBER S —hE7EBEREES
during 2019:
Outstanding  Rights issue Outstanding
at  adjustment Exercised Lapsed Expired at
Option type B R 1.1.2019  duringyear duringyear during year  during year 31.12.2019
RZZ-NF RZZ-NF
—-A-H RER +=RA=+-H
HATHE  HRER RERTE  RFRAAR  RERIH e RATHE
'000 '000 "000 '000 '000 '000
i i F i i i
Granted to directors ETEZ
2010 January Opton ~ —ZE—ZF— ABRIE 1,800 330 - - - 2,130
2011 February Option ~ —Z——F— FEMRE 65,000 11,902 - - - 76,902
2013 June Option RN AERE 40 7 - - - 47
2015 May Option - RRERE 1,900 348 - - - 2,248
2017 April Option “E M AERE 2,105 385 - - - 2,490
70,845 12,972 - - - 83,817
Exercisable at the ARZZ-NERTE
end of 2019 83,817
Weighted average IEEHTEE
exercise price 0.6919 0.5848 - - - 0.5848
MAEM (KB RIBFRQE
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For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

27. SHARE-BASED PAYMENTS TRANSACTIONS

27. LRt A EB LIRS @)

(Continued)
Outstanding Rights issue Outstanding
at  adjustment Exercised Lapsed Expired at
Option type ERESER 1.1.2019  duringyear duringyear duringyear  during year 31.12.2019
RZZ-NF RZZ-NF
—-A-H RER +=A=t-8
el RATHE HRAR RERTE RERXR RERIE el RATHE
’000 '000 ’000 ’000 '000 ’000
T T T T T T
Granted to employees & T {& B KB
and consultants
2010 January Opton ~ —ZE—FF— ABERKIE
— Employees - &8 5,880 1,077 - - - 6,957
2010 August Option “E-TE)\ARKE
— Employees - g8 2,360 432 - - - 2,792
2011 February Option =T ——F =~ AEMRE
— Employees | 12,290 2,250 - - - 14,540
2013 June Option —E-ZFNARRE
— Employees - g8 6,200 1,135 - - - 7,335
2015 May Option “T-hERABRE
— Employees - &8 17,850 3,268 - (710) - 20,408
2017 April Option “E—tFMmAERE
— Employees - g8 34,060 6,237 - (2,721) - 37,576
2017 April Option Tt FMAERE
— Consultants - B 36,045 6,600 - - - 42,645
114,685 20,999 - (3,431) - 132,253
Exercisable at the ARZZE-NFETE
end of 2019 132,253
Weighted average IETFHTEE
exercise price 0.2883 0.2437 - 0.2196 - 0.2449
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended

27. SHARE-BASED PAYMENTS TRANSACTIONS
(Continued)
The following table discloses the movement of the share options
during 2018:

e MBEE RN

31 December 2019 #Z —F—hE+ - H=1+—HIFFEZ

27. LR AEBNRRS &)

TREBN-Z—/\F2RRES

Outstanding Outstanding
at Granted Exercised Lapsed Expired at
Option type B 112018  duringyear  duringyear  duringyear  during year 31.12.2018
RZZE—\F RZE—\F
—HR—H +-A=1+—-H
HATHE RERRE RERTE  RFAXR  RERIIH WARITHE
'000 '000 ‘000 '000 '000 '000
T T T T + T
Granted to directors RTE%
2010 January Option ~ —Z—ZF— BEME 1,800 = = = = 1,800
2011 February Option ~ —Z——% = AERIE 65,000 - - - - 65,000
2013 June Option —E-=FNABRE 40 = = = = 40
2015 May Option - RRERE 1,900 - - - - 1,900
2017 April Option “Z-+FNARRE 3,430 - (1,325) - - 2,105
72,170 - (1,325) - - 70,845
Exercisable at the ARZE-NFETE
end of 2018 70,845
Weighted average METETEE
exercise price 0.6825 - 0.1820 - - 0.6919
R (£E) RBERQE
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For the year ended 31 December 2019 #Z —ZE—NF+_-A=+—HIFFZF

27. SHARE-BASED PAYMENTS TRANSACTIONS

27. LRt A EB LIRS @)

(Continued)
Outstanding Outstanding
at Granted Exercised Lapsed Expired at
Option type Bl EER 112018  duringyear  duringyear  duringyear  during year 31.12.2018
—TN\F RZE-N\F
—A—AH +-B=1+—-H
MATE  RERRL  RERTE  REAXE  RERIIEH mARITE
'000 '000 '000 ‘000 '000 '000
T T T T T T
Granted to employees & TP {EE KB
and consultants
2010 January Option ~ —Z—ZF— AERE
— Employees - €8 5,880 - - - - 5,880
2010 August Option “Z-ZF )\ RERE
— Employees - €8 2,360 = = = = 2,360
2011 February Option ~ —Z——F~ AEMRE
— Employees | 12,290 - - - - 12,290
2013 June Option —E-=FNABRE
— Employees - €8 6,200 - - - - 6,200
2015 May Option “Z-nFhAERE
— Employees - EE 17,850 - - - - 17,850
2017 April Option Tt FMAERE
— Employees | 36,700 - (2,640) - - 34,060
2017 April Option “Z—tFMABRE
— Consultants - [EB 45,810 - (9,765) - - 36,045
127,090 - (12,405) = = 114,685
Exercisable at the ARZZE-NFETE
end of 2018 114,685
Weighted average IETATHEE
exercise price 0.2779 = 0.1820 = = 0.2883
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

SHARE-BASED PAYMENTS TRANSACTIONS
(Continued)

During the year ended 31 December 2019, the Group
recognised the share-based payment of nil (2018: RMB53,000),
nil (2018: RMB332,000) and nil (2018: RMB435,000) for share
options granted to directors, employees and consultants

respectively.

RETIREMENT BENEFITS PLANS

The Group participates a Mandatory Provident Fund Schemes
(the “MPF Scheme”) for all qualifying employees in Hong Kong.
The assets of the scheme are held separately from those of the
Group, in funds under the control of trustees. The Group
contributed 5% of relevant payroll costs to the MPF scheme,
subject to a cap of monthly relevant income of HK$30,000,

which contribution is matched by employees.

The employees of the Group in the PRC are members of state-
managed retirement benefit schemes operated by the respective
local governments in the PRC. The Group is required to
contribute 27%—-28% of payroll costs to the schemes to fund the
benefits. The only obligation of the Group with respect to these

schemes is to make the specified contributions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

29. OPERATING LEASE COMMITMENTS 29. HEHE
The Group as lessee AEBEEREBEA
31.12.2018
—T-N\F
+=—A=+—8
RMB’000
ARBTT
Minimum lease payments paid under operating FRLEHENKERS R
leases during the year 2,947
At the end of the reporting period, the Group had commitments NEEEER AEBREBEEENHEEME,
for future minimum lease payments under non-cancellable M B REHMEAERBEREKAS
operating leases in respect of rented premises which fall due as 38 HB|BAZ DT -
follows:
31.12.2018
—E-N\F
+=ZA=+—H
RMB’000
ARBTT
Within one year —FR 1,581
In the second to fifth year inclusive F_FEEERF(BIEERMRT) 88
1,669
Leases are negotiated and fixed for terms of half to two years as R-ZE—NF+_-_A=+—H HELH
at 31 December 2018. AW EERBFFEMF
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For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

30. PARTICULARS OF SUBSIDIARIES OF THE
COMPANY

Details of the Group’s subsidiaries at the end of the reporting

30. AR RN B R ZF B

AEEMBRRNRE AR ZFITHIIW

period are set out below. o
Country of Particulars of
incorporation/ issued and fully Proportion of voting Proportion of
establishment/ paid share capital/ power held by ownership interest for
Name of company  operations registered capital the Company 2019 and 2018 Principal activities
ERMAL/KY/ ERARERKE/ KRR RZZ-NERZZ-NE
NRER EEER aMEA2#E REELH READL TEEH
2019 2018 Direct Indirect
ZB-hE O ZE\E HE i
Sing Lee Electronics ~ British Virgin Islands 715 shares of US$1 100% 100% 100% - Investment holding
(B.V.1) Co., Ltd. gach
Sing Lee Electronics  XBAZEE TISRERAEET REER
(B.V.1) Co., Ltd. pd )
Singlee Software' PRC Registered capital 100% 100% - 100% Development and sales of software products,
US$4,325,500 sales of related hardware products and
provision of technical services
EEENS HE 4,325,5005 7T PRNEERER  HERERAER
AR AR BRA B AR 75
Singlee Technology?  PRC Registered capital 100% 100% - 100% Development and sales of software products,
US$6,714,000 sales of related hardware products and
provision of technical services
AR HE 6,714,000% T PRNEERER  HERERAER
AR AR BRA B AR 75
Xin YinTong? PRC Registered capital 100% 100% - 100% Development and sales of software products,
RMB50,000,000 sales of related hardware products and
provision of technical services
ka2 il AB%50,000,0007C PRNBERNER - HERPREES
AR AR BRA B AR 75

! Singlee Software is wholly foreign owned enterprise.

2 Singlee Technology and Xin YinTong are sino-foreign equity joint
ventures established in the PRC.

None of the subsidiaries had issued any debt securities at the

end of the year or at any time during the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

31. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation
of the debt and equity balance. The Group’s overall strategy

remains unchanged from prior year.

The capital structure of the Group consists of borrowings,
amounts due to directors and bank balances and cash, and
equity attributable to owners of the Company, comprising share

capital, share premium, accumulated losses and other reserves.

The directors of the Group review the capital structure on a
semi-annual basis. As part of this review, the directors consider
the cost of capital and the risks associated with each class of
capital. Based on recommendations of the directors, the Group
will balance its overall capital structure through the payment of
dividends, new share issues as well as the issue of new debt or

the redemption of existing debt.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

32. FINANCIAL INSTRUMENTS

32a.

32b.

Categories of financial instruments

32. €M I A
32a. &M T EER

2019 2018
—E-hEF —E2-N\F
RMB’000 RMB’000

ARBTR ARETT

Financial assets THEE
Financial assets at amortised costs REEK AR e MEE 152,303 115,608
Financial assets at fair value through BARBEFABSEZSREE

profit or loss 181 237

152,484 115,845

Financial liabilities ZEEE
Amortised cost B SRR 76,385 85,096
Financial risk management objectives and policies 32b. CRIEREEEVREE

The Group’s major financial instruments include trade and
other receivables, financial assets at fair value through profit
or loss, bank balances and cash, amounts due to directors,
amount due to immediate holding company, trade and
other payables and borrowings. Details of these financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments include market
risk (interest rate risk, currency risk and other price risk),
credit risk and liquidity risk. The policies on how to mitigate
these risks are set out below. The management manages
and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective

manner.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

32. FINANCIAL INSTRUMENTS (Continued)
32b. Financial risk management objectives and policies
(Continued)
Market risk

()

Currency risk

The Group has bank balances and cash, trade and
other payables, amounts due to directors, amount
due to immediate holding company and borrowings
denominated in US$ and HK$, currencies other than
the functional currency of the respective group
entities, which expose the Group to foreign currency
risk. In addition, the group has intra-group balances
with several subsidiaries denominated in foreign
currency which also expose the Group to foreign
currency risk. The Group currently does not have a
foreign exchange hedging policy. However, the
management of the Group monitors foreign exchange
exposure and will consider hedging significant foreign

exchange exposure should the need to arise.

The carrying amount of the foreign currency

2. &I R
32b. S REREEEMREE (&)

5 kg
() EHER

RITHEBRERE BNEZRHE
iR - BRNESEFIR BNE
BEERARFBAREBEENEZTR
BTL(ZEEELEHEEEER
ZIREE ) EHE - AR EEA
EINERG o I AEEES
P8 2 A 2 B A SN FHE
MEBABERNERS <AL
BRFAZINERR - NEE B
AT AL A SN B B - A
- EEESERINERAR - B
ERFZ BT EANIMNEREE o

R ERRAINEFENEEE

denominated monetary assets and monetary liabilities ENEEBAEMNEREEANT :
at the end of the reporting period are as follows:
2019 2018
—E-hEF —T-N\F
Assets Liabilities Assets Liabilities
BE afE BE BB
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR¥BTR AR®TT AR®TET
Us$ e 26 - 25 -
HKS$ BT 26,867 53,861 3,528 53,350
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

32. FINANCIAL INSTRUMENTS (Continued)
32b. Financial risk management objectives and policies
(Continued)
Market risk (Continued)

()

Currency risk (Continued)

Sensitivity analysis

The following table details the sensitivity to a 5%
(2018: 5%) increase and decrease in the RMB against
US$ and HK$. The 5% (2018: 5%) is the sensitivity
rate used when reporting foreign currency risk
internally to key management personnel and
represents management’s assessment of the
reasonably possible change in the foreign exchange
rates. The sensitivity analysis includes only
outstanding foreign currency denominated monetary
items, and adjusts their translation at the year end for
a 5% (2018: 5%) change in foreign currency rates. A
positive (negative) number indicates an increase
(decrease) in the post-tax profit where RMB
strengthens against US$ and HK$. For a 5% (2018:
5%) weakening of RMB against US$ and HKS$, there
would be an equal and opposite impact on the profit

and the balances below would be negative.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

32. FINANCIAL INSTRUMENTS (Continued)

32b. Financial risk management objectives and policies
(Continued)

2. &I R

32b. EREABREZBNREE(F)

Market risk (Continued) miEm e ()
() Currency risk (Continued) () EEEE(E)
US$ Impact HK$ Impact
En¥E BAEE
2019 2018 2019 2018
—E-hE ZE-)\F ZZEBE-hF ZT—)N\F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARETT AR®TR AR®Tx
Profit or loss by (1) 1) 1,147 2,117
This is mainly attributable to the net exposure to T EERRERSEBHRERE
outstanding foreign currency bank balances and cash, BERITIBTHINERITER R
trade and other payables, amounts due to directors, Re ENEZRAMIERNR E
amount due to immediate holding company and NEEHE  BREEEZERAF
borrowings in US$ or HK$ at end of the reporting FIEREEMESE 2 B RFE -
period.
(i) Interest rate risk management (i) P E B

The Group is exposed to fair value interest rate risk in
relation to fixed-rate secured loans from bank,
unsecured loans from a director (see note 24 for
details) and lease liabilities. The Group is also exposed
to cash flow interest rate risk in relation to variable rate
bank balances (see note 21 for details). The
management will consider hedging significant interest

rate exposure should the need to arise.

The directors consider that the cash flow interest rate
risk is insignificant, accordingly, no sensitivity analysis

were presented for both years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

32. FINANCIAL INSTRUMENTS (Continued)
32b. Financial risk management objectives and policies

(Continued)

Market risk (Continued)

(i) Other price risk
The Group is exposed to equity price risk through its
investments in unlisted funds. The sensitivity analyses
have been determined on the exposure to the market
price risks at the end of reporting period. If the prices
of the investments in unlisted funds had been 5%
higher or lower, the post-tax profit for the year ended
31 December 2019 would have increased or
decreased by approximately RMB8,000 (2018:
RMB10,000) respectively as a result of the changes in
fair value on financial assets at fair value through profit

or loss.

Credit risk and impairment assessment

As at 31 December 2019 and 2018, the Group’s maximum
exposure to credit risk which will cause a financial loss to
the Group due to failure to discharge an obligation by the
counterparties is arising from the carrying amount of
respective financial assets as stated in the consolidated
statement of financial position. The Group does not hold
any collateral or other credit enhancements to cover its
credit risks associated with its financial assets. There is no
significant changes in the collateral policies of the entity

during both reporting periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

32. FINANCIAL INSTRUMENTS (Continued)

32b. Financial risk management objectives and policies

2. &I R
32b. eREAREEENREE (&)

(Continued)

Credit risk and impairment assessment (Continued)
Trade receivables and contract assets arising from
contracts with customers

In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination
of credit limits and credit approvals. Before accepting any
new customer, the Group uses an internal credit scoring
system to assess the potential customer’s credit quality
and defines credit limits by customer. Limits and scoring
attributed to customers are reviewed at the end of the
reporting period. The Group also adopts legal and
appropriate measures to collect overdue debts and reduce
credit losses through, amongst others, phone calls,
facsimile, letters, visits, interviews, as well as legal actions

as the final resort.

In addition, the Group performs impairment assessment
under ECL model on trade balances individually with
significant balances and/or based on provision matrix.
Except for items that are subject to individual evaluation,
which are assessed for impairment individually, the
remaining trade receivables and contract assets are
grouped under a provision matrix based on shared credit
risk characteristics by reference to repayment histories for
recurring customers and current past due exposure for the
new customers. During the year ended 31 December 2019,
impairment losses of RMB203,000 (2018: RMB702,000) is
recognised and impairment losses of RMB923,000 (2018:
RMB86,000) has been reversed. Details of the quantitative
disclosures are set out below in this note.

The Group has concentration of credit risk of 32% (2018:
44%) of the total trade receivables was due from the
Group’s top five largest customers in relation to the

provision of technical support services business segment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

32. FINANCIAL INSTRUMENTS (Continued)

32b. Financial risk management objectives and policies

(Continued)

Credit risk and impairment assessment (Continued)
Other receivables and bank balances and cash

The Group performs impairment assessment under ECL
model upon application of IFRS 9 on other receivables and

bank balances and cash based on 12m ECL.

The credit risk on other receivables is limited because the
counterparties have no historical default record and the
directors expect that the general economic conditions will
not significantly changed for the 12 months after the

reporting date.

The credit risks on bank balances are limited because the
counterparties are banks/financial institutions with high
credit ratings assigned by international credit-rating

agencies.

Based on the Group’s internal credit rating, no material
impairment loss allowance is recognised for other

receivables and bank balances and cash.
The Group has concentration of credit risk on liquid funds

which are deposited with several banks with high credit

ratings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

32. FINANCIAL INSTRUMENTS (Continued)
32b. Financial risk management objectives and policies
(Continued)
Credit risk and impairment assessment (Continued)
The Group’s internal credit risk grading assessment

comprises the following categories:

Internal credit

2. &I R

32b. EREABREZBNREE(F)

=B m R E M ()

AEENAEERRERFEEE
THIFER -

Trade receivables/

Other financial assets/

rating Description contract assets other items
EWE 5 HttemEE
A AR 1S EFPAR Rt R AHNEE HE R
Low risk The counterparty has a low risk of default ~ Lifetime ECL — 12m ECL
and does not have any past-due not credit-impaired
amounts
EVEN HFEFAEARENRR  BXEEME 2HBEHEERX A ATEEMEEE L
HAFKIA — BIEERIE
Watch list Debtor frequently repays after due dates  Lifetime ECL — 12m ECL
but usually settle in full not credit-impaired
BRRE BEBAKLERIABREN  EBER 2HEMEEIRX A ATEHIEERK
IHBREE — BEERE
Doubtful There have been significant increases in Lifetime ECL — Lifetime ECL -
credit risk since initial recognition through  not credit-impaired not credit-impaired
information developed internally or
external resources
A] &¢ AEHTEERSINRERBREERR 2HRBERRLX > HIRHE EAK
B ¥)1a T R AL K I N — BEERE — BEERE
Loss There is evidence indicating the asset is Lifetime ECL — Lifetime ECL -
credit-impaired credit-impaired credit-impaired
e ERBRTREEREERE S HIRHIEEIRL > HIRHEEIRE
— BEERE — EEERE
Write-off There is evidence indicating that the Amount is written off Amount is written off
debtor is in severe financial difficulty and
the Group has no realistic prospect of
recovery
i EH EEBRETNEBARNBREN R - MiEFIE W sH IR

MANEE W R A H 1% Al Uk e 18
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & M % 3R M

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

(Continued)

32. FINANCIAL INSTRUMENTS (Continued)

32b. Financial risk management objectives and policies

Credit risk and impairment assessment (Continued)

Other receivables and bank balances and cash (Continued)

The tables below detail the credit risk exposures of the

Group’s financial assets which are subject to ECL

assessment:

2. &I R

32b. EREABREZBNREE(F)

=B m R E M ()
EEREARRITEGRE D ()
TR AEEBETHRREERSX
AN EREENEERRFS

2019 2018
Gross Gross
External Internal 12-month or carrying carrying
Notes creditrating credit rating lifetime ECL amount amount
“E-hE —EZ-N\E
M HBEEFR ABEETR 12BAR2 AN REERE HRELR
RMB’000 RMB'000
ARETR ARETR
Financial assets at amortised
cost
REBHERARIRcEMEE
Bank balances 21 BB+toAAA  N/A 12-month ECL 76,170 45,648
RITHEER BB+EAM A REABREERR
Other receivables 19  N/A (Note 1) 12-month ECL 3,940 3,833
H fth FEUER X Nl (Hrzt1) 1R{EABHEERR
Trade receivables 19  NA (Note 2) Lifetime ECL (provision matrix) 39,675 38,182
FEYE 5 %50 TNEm (Bt 2) P HRBEERE (BEERE)
— contracts with customers BA to AAA N/A Lifetime ECL 32,990 28,310
(external credit rating)
- a=x ) BAZAM  TEA 2 HRBEERE
(OMBEEFR)
N/A Loss Lifetime ECL (credit-impaired) - 827
TEm ER 2 HRHEERE
(BfEERE)
Other items
HitE R
Contract assets 20 N/A (Note 2) Lifetime ECL (provision matrix) 1,441 996
AHEE TNEm (Hizt2) P HEHMEERE (RkERE)
BA to AAA N/A Lifetime ECL 825 138
(external credit rating)
BAZAM  TEA PHBRHEREX
(OMEBEERTAR)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

32. FINANCIAL INSTRUMENTS (Continued)
32b. Financial risk management objectives and policies
(Continued)
Credit risk and impairment assessment (Continued)

Other receivables and bank balances and cash (Continued)
Notes:

1. For the purposes of internal credit risk management, the
Group uses past due information to assess whether credit
risk has increased significantly since initial recognition.

2. &I R
32b. S REREEEMREE (&)

=B m R E M ()

EEREARRITEGRE D ()
et

HRABEERRERNS - NEEE
RARERFEEERRIEE A
IRFERIR A IRIE AN ©

Not past due/
No fixed
Past due repayment terms Total
KgH,
BE YTEEEERB st
RMB’000 RMB’000 RMB’000
ARBFT ARBFT ARETFT
Other receivables o e AR X - 3,940 3,940

2. For trade receivables and contract assets, the Group has
applied the simplified approach in IFRS 9 to measure the
loss allowance at lifetime ECL. Except for debtors with
external credit rating or credit-impaired assessed individually
with significant balances, the Group determines the expected
credit losses on these items by using a provision matrix,
grouped by internal credit rating and past due status of
respective trade receivable and contract assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

32. FINANCIAL INSTRUMENTS (Continued)

32b. Financial risk management objectives and policies

(Continued)

Credit risk and impairment assessment (Continued)
Other receivables and bank balances and cash (Continued)
As part of the Group’s credit risk management, the Group
applies internal credit rating together with past due status
for its customers in relation to its operation. The following
table provides information about the exposure to credit risk
for trade receivables and contract assets which are
assessed based on provision matrix within lifetime ECL (not
credit-impaired). Debtors with external credit rating or
credit-impaired with gross carrying amounts of
RMB32,990,000 and nil respectively as at 31 December
2019 (2018: RMB28,310,000 and RMB827,000) were

assessed individually.

The estimated average loss rates are estimated based on
historical observed default rates over the expected life of
the debtors and are adjusted for forward-looking
information that is available without undue cost or effort.
The grouping is regularly reviewed by management to
ensure relevant information about specific debtors is
updated. The contract assets have substantially the same
risk characteristics as the trade receivables for the same
type of contracts. The Group has therefore concluded that
the loss rates for trade receivables are a reasonable

approximation of the loss rates for contract assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBEwRME

For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

32. FINANCIAL INSTRUMENTS (Continued)
32b. Financial risk management objectives and policies
(Continued)
Credit risk and impairment assessment (Continued)

2. &I R

2019

ZE-NF

Average

Trade

lossrate  receivables

H9R%R BUEZER

32b. ERAMEEBNWRBR (&

=B m R E M ()

2018
—E-)\F
Contract Average Trade Contract
assets lossrate  receivables assets

GHRE TUBXX ERESES  ANEE

RMB'000  RMB'000 RMB'000  RMB'000

Internal credit rating N EETR AR¥TT AR¥ETR AREFT  ARETR
Low risk & 0.19% 31,270 1,44 0.15% 26,253 808
Watch list BreE 1.24% 4,346 - 1.45% 10,956 71
Doubtful EE 3.33% 4,059 - 367% 973 117
39,675 1,441 38,182 996

During the year ended 31 December 2019, the Group
provided approximately RMB107,000 (2018: RMB240,000)
impairment allowance for trade receivables, and nil (2018:
RMB5,000) impairment allowance for contract assets,
based on the provision matrix. Impairment allowance of
RMB827,000 that were made on credit impaired debtors in

2018 were reversed in 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
= & M % 3R M

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

32. FINANCIAL INSTRUMENTS (Continued) 32.EMIT R
32b. Financial risk management objectives and policies 32b. eWMAKEEBANWREE (&)
(Continued)

Credit risk and impairment assessment (Continued)
The following table shows the movement in lifetime ECL

that has been recognised for trade receivables and contract

=B m R E M ()
TRINTRBEE EUE 5 IR K
RENEECHEANZHEMEER

assets under the simplified approach. KEEE) o

Lifetime ECL Lifetime ECL Lifetime ECL

(external credit (provision (credit-
rating) matrix) impaired) Total

2HEH 2HEH 2HEH

EER% RER% FERX
(HBEEFR) (BeeR) (BEEAE) Ehy
RMB'000 RMB'000 RMB'000 RMB’000
AREFT ARETT IN: S NS
As at 1 January 2018 R=E-\5-A-H - - 581 581
— Impairment losses recognised - BERRRESE 130 240 332 702
— Impairment losses reversed - BEERESE = = (86) (86)
As at 31 December 2018 RZE-NF+=A=1+-H 130 240 827 1,197
— Impairment losses recognised - BRRRESE 96 107 - 203
— Impairment losses reversed - BREHEER - (96) (827) (923)
As at 31 December 2019 RZE-AE+ZA=1+-H 226 251 - 417
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& M 3% 83 R M &

For the year ended 31 December 2019 HE-—FE—AF+_-A=+—HILFE

32. FINANCIAL INSTRUMENTS (Continued)

32b. Financial risk management objectives and policies

2. &I R
32b. S REREEEMREE (&)

(Continued)

Credit risk and impairment assessment (Continued)
Provision matrix — debtors’ aging

The Group writes off a trade receivable when there is
information indicating that the debtor is in severe financial
difficulty and there is no realistic prospect of recovery, e.g.
when the debtor has been placed under liquidation or has
entered into bankruptcy proceedings, or when the trade
receivables are over three years past due, whichever
occurs earlier. None of the trade receivables that have been

written off is subject to enforcement activities.

Liquidity risk

In the management of liquidity risk, the Group monitors and
maintains a level of cash and cash equivalent as well as
undrawn banking facilities deemed adequate by the
management to finance the Group’s operations and
mitigate the effects of fluctuations in cash flows. The

management monitors the utilisation of borrowings.

The following tables detail the Group’s remaining
contractual maturity for its financial liabilities. The tables
have been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date on
which the Group can be required to pay. The table includes
both interest and principal cash flows. To the extent that
interest flows are floating rate, the undiscounted amount is
derived from weighted average interest rate at the end of

the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

32. FINANCIAL INSTRUMENTS (Continued)

32b. Financial risk management objectives and policies

2. &I R

32b. ERAMEEBNWRBR (&

(Continued)
Liquidity risk (Continued) BB (E)
Liquidiity risk table MEE 2 AR
Weighted  On demand Total
average or less undiscounted Carrying
interestrate  than1year Over1year cash flows amount
RERS AERRE
MEFHRE  -FREE -5t REAHE BEE
RMB'000 RMB’000 RMB'000 RMB'000
ARETT ARETT AR%®TR AR®ETR
2019 —E-NE
Trade and other payables ERE S RHMER - 7,119 - 7,119 7,119
Amounts due to directors ENEZZE - 783 - 783 783
Amount due to immediate holding T B 128k 2 71708
company - 12 - 12 12
Unsecured loans from a director &I AEFEE 2.91% 1,277 70,463 71,740 57,471
Bank borrowings RITEE 4.80% 11,528 - 11,528 11,000
Lease liabilities HERR - 459 - 459 459
21,178 70,463 91,641 76,844
2018 —E-N\§
Trade and other payables B2 5 R AR - 7,113 - 7,113 7,113
Amounts due to directors ENESHIE - 536 - 536 536
Amount due to immediate holding  fE{ B #1282 71208
company - 12 - 12 12
Unsecured loans from a director ~ EHEFEEEE 3.02% 17,638 63,652 81,290 66,435
Bank borrowings BITEE 5.46% 11,601 - 11,601 11,000
36,900 63,652 100,552 85,096
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For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

32. FINANCIAL INSTRUMENTS (Continued)

32c. Fair value

2. &I R

32c. A RE

(i)  Fair value of the Group’s financial assets and () AEEFLHREERLHBEEZA
financial liabilities that are measured at fair value REDREEEMHBEEZAAE
on a recurring basis irE
Some of the Group’s financial assets and financial AREEHXMEHEENSRHEE
liabilities are measured at fair value at the end of each TEREHRERRNRLE
reporting period. The following table gives information B [RIREEBEZESHEE
about how the fair values of these financial assets are ARENEEFTN(LEEMAG
determined (in particular, the valuation technique(s) B ERBAZBE) ARZAE
and inputs used) as well as the level of the fair value FrERASEN TEEMNREEM
hierarchy into which the fair value measurements are DEAREFENAABEEBR(E
categorised (levels 1 to 3) based on the degree to 1E3E)NEHR -
which the inputs to the fair value measurements is
observable.

Fair value as at
RUT RENARE
Valuation
31 December 31 December  Fair value technique and
2019 2018 hierarchy key inputs
—E-1F —TN\F REFER
+=A=+-8B ftZA=t—-H A2QAEER BERARE
RMB’000 RMB’000
ARBT ARBTT
Financial assets at fair value 181 237 Level 3 Redemption values quoted by the
through profit or loss (Note 18) relevant investment funds with
reference to the underlying
assets of the funds.
RAREFABRZ £3 FAREESREESVIEBE
SRERE (Kt 18) EMBRNEREE-
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32. FINANCIAL INSTRUMENTS (Continued)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 & B 35 8 R0 5

For the year ended 31 December 2019 EZE_-ZFE—NF+-A=1+—HIFZF

32c. Fair value (Continued)

(i)

(ii)

2. &I R

32c. D RE(E)

Fair value of the Group’s financial assets and () AEFLHREERLHBEEZAL
financial liabilities that are measured at fair value REDREEEMHBEEZAAE
on a recurring basis (Continued) irE (&)
Recongciliation of level 3 fair value measurements: EIEANNEFEZHEE -
Financial assets at fair value
through profit or loss
BARBEGAERZZSREE
2019 2018
—E-hF —T-N\F
RMB’000 RMB’000
ARBT T ARETT
Opening balance BRI EREE 237 305
Fair value loss in profit or loss B RAERBE (59) (82)
Exchange difference fEHZ% 3 623
Closing balance HiR & 8R 181 237
There were no transfers in and out from level 3 in both MEFENEIBEHEE A L
years. i ©
Fair value of the Group’s financial assets and (i) AEFzHEERETHBEBZAL

financial liabilities that are not measured at fair
value on a recurring basis (but fair value
disclosures are required)

The fair values of the financial assets and financial
liabilities have been determined in accordance with
generally accepted pricing models based on a

discounted cash flow analysis.

The directors consider that the carrying amounts of
financial assets and financial liabilities recognised at
amortised cost in the consolidated financial

statements approximate their fair values.
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For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

33. RECONCILIATION OF LIABILITIES ARISING 3. METHELENEESNYER
FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities arising TREMAEERAGETENAEES -
from financing activities, including both cash and non-cash BEESNIIERSEEH BEETHELED
changes. Liabilities arising from financing activities are those for BEARESREME AAKRBELRER
which cash flows were, or future cash flows will be classified in EAREBRGERESRERPPEAMET
the Group’s consolidated statement of cash flows as cash flows BHIRESRE -

from financing activities.

Amount
due to
Unsecured Amounts  immediate

Bank Lease loans from due to holding
borrowings liabilities ~ adirector directors company Total
BIER Ef  ENEE
RiTEE HERE EBEE  EENE ZROAARA &3t

RMB'O00O ~ RMB'000 ~ RMB'000  RMB'000  RMB'000  RMB'000
ARBTL ARBTE ARBTE ARBTE ARBTE ARETE

(Note 24) (Note 24) (Note 23) (Note 25)
(FizF24) (Hit24) (Hi£23) (K7t 25)
At 1 January 2018 RZZE—N\E—A—H 11,000 - 53,964 325 11 65,300
Financing cash flows BMERERE (566) - 7,208 208 - 6,845
Foreign exchange translation 91N i # - - 4,002 3 1 4,006
Interest expense MBS 566 - 1,266 - - 1,832
At 31 December 2018 R-Z—)\&+-R
=t-H 11,000 - 66,435 536 12 77,983
Adjustment upon application 7 i F Bl R B s i o5 &
of IFRS 16 A% 1657 ER R - 344 - - - 344
Asat 1 January 2019 R-ZE—NF—H—H
(restated) (BE7) 11,000 344 66,435 536 12 78,327
Financing cash flows BEARERE (563) (1,188) (11,065) 246 - (12,570)
Foreign exchange translation P& i 12 - - 329 1 - 330
Interest expense FEZH 563 25 1,772 - - 2,360
Lease modified HEEFT - 1,278 - - - 1,278
At 31 December 2019 R-Z—-N%E+=-R
=t+—H 11,000 459 57,471 783 12 69,725
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ReMBERRME

For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

34. RELATED PARTY TRANSACTIONS

Apart from details of the balances with related parties disclosed
in notes 8, 23, 24 and 25 to the consolidated financial
statements, the Group entered into the following related party

transactions during the year:

Compensation of key management personnel
The remuneration of directors and other members of key

management during the year were as follows:

M BELIRS

BT RENBHREMEPAS 2324 %
25BN F AN IR AEBERFEREST
UTRELFRS

TEEEEAEHS
AEEEERTEZEEE KB MM
I

2019 2018
=E-NF —ZT—)\#F
RMB’000 RMB’000
ARET T AREFT
Short-term employee benefits S HiR B2 A 4,860 4,313
Retirement benefit schemes contributions RO AT B X 279 279
Equity-settled share-based payment BEEE ARG AERNRAS
expenses - 623
5,139 5,215
Rental expenses e
2019 2018
—E-hF —E-N\F
RMB’000 RMB’000
AR¥T T AREFT
Lease rental expenses paid to Sing Lee SFAEEELOBRA
Pharmaceutical Import & Export Co., SO ER/NE= R V= e
Limited for lease of office premises 555 531

As at 31 December 2019, the Group had commitments of
approximately RMB278,000 (2018: RMB266,000) for future
minimum lease payments under non-cancellable operating
leases for the next year in respect of office premises leasing with
a related company, Sing Lee Pharmaceutical Import & Export
Co., Limited, which the director, Mr. Hung Yung Lai, has 50%

equity interest with joint control.
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For the year ended 31 December 2019 EZE —E—hF+ A =—+—HILFEF

35. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

35. AN\ B AR R =

2019 2018
—E-hE —ZE-N\F
RMB’000 RMB’000
AR¥T T ARETIT
Non-current Assets kREBEE
Investment in subsidiaries REHBA A 3,131 3,131
Amounts due from subsidiaries FEUR BT B A R FRIE 23,448 31,303
26,579 34,434
Current Assets REBEE
Prepayments TERT IR 318 238
Other receivable E U R 5k - 16
Financial assets at fair value through profit BANRESABSZEMEE
or loss 181 237
Bank balances and cash IRITHEBRIRE 26,665 2,943
27,164 3,434
Current Liabilities REBEE
Other payables E T ERFK 959 744
Amounts due to directors B EERIA 669 536
Amount due to immediate holding company  JEfT B #1238 12 12
Borrowings BE 1,243 13,044
2,883 14,336
Net Current Asset (Liability) REBEE(BE)FE 24,281 (10,902)
Total Assets less Current Liabilities BEERRBAME 50,860 23,532
Capital and Reserves EXK#HE
Share capital (Note 26) IR (Bt 5 26) 12,538 8,661
Reserves (Note) GG (12,592) (24,079)
Total Equity RHAHE (54) (15,418)
Non-current Liability FREBEE
Borrowings =31 50,914 38,950
50,860 23,532
SING LEE SOFTWARE (GROUP) LIMITED
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For the year ended 31 December 2019 #HZE—-F—NF+_-H=+—HI-FE

THE COMPANY (Continued)

Note:

35. STATEMENT OF FINANCIAL POSITION OF

35. "D E) B AR R TR (42)

At

Share-based

Share  Shareholder’s payments  Accumulated
premium contribution reserve losses Total
LA A7 B
B RE BRER ERCGREE RitEE &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT ARETFT ARBFT AREFT
At 1 January 2018 R=—E—\F—HA—H 158,608 786 33,804 (214,325) (21,127)
Loss and total comprehensive ~ ANEEEE R 2 EAX
expense for the year BE - = = (5,673) (5,673)
Exercise of share options REFTRZERE 2,837 = (936) - 1,901
Recognition of equity-settied RIELEE RN B
share-based payments BRI - - 820 = 820
At 31 December 2018 R-E—NEF
+=—B=+—H 161,445 786 33,688 (219,998) (24,079)
Loss and total comprehensive ~ ANEEEE R 2 EAX
expense for the year k] - - - (6,200) (6,200)
Shares issued BITRRG 19,387 - - - 19,387
Transaction costs attributable  Z£1TA% 19 FEIE 32 Sk A
to shares issued (1,700) - - - (1,700)
Lapse of share options INEE R R - - (294) 294 -
At 31 December 2019 RZE—NF
+=—B=+—H 179,132 786 33,394 (225,904) (12,592)
AR (KE) RIBBERATE
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For the year ended 31 December 2019 #Z — &

—NF+ZA=+—HILFE

36. EVENTS AFTER THE REPORTING PERIOD

The outbreak of coronavirus disease (“COVID-19”)

(i)

(if)

the nature of the events

The outbreak of COVID-19 in various countries has affected
many businesses to different extent. As the Group’s
business are all in various locations in the mainland where
different precautious measures were imposed by local
governments, all at once or implemented at different stages
depending on the latest development, the Group’s ability to
serve its customers may be largely depending on various
government measures and continuous supply from its
suppliers and the availability of workforce, which may be
affected by the temporary suspension of supplier’'s
hardware and/or travel restrictions and home quarantine
requirements. Due to the inherent unpredictable nature and
rapid development relating to the novel coronavirus and its
pervasive impact, the Group has taken action to negotiate
with its major suppliers and employees to confirm

continuous and adequate supply of goods and manpower.

an estimate of its financial effect, or a statement that
such an estimate cannot be made

Given the dynamic nature of these circumstances and
unpredictability of future development, the directors of the
Company consider that the financial effects on the Group’s
consolidated financial statements cannot be reasonably
estimated as at the date these financial statements are
authorised for issue, but will be reflected in the Group’s

future financial statements.
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(i)
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EEEBEAAME - A BRFRE
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