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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
higher investment risk may be attached than other
companies listed on the Stock Exchange. Prospective
investors should be aware of the potential risks of
investing in such companies and should make the decision
to invest only after due and careful consideration.

Given that the companies listed on GEM are generally
small and mid-sized companies, there is a risk that
securities traded on GEM may be more susceptible to high
market volatility than securities traded on the Main Board
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 take no responsibility for the contents of this report,
make no representation as to its accuracy or completeness and
expressly disclaim any liability whatsoever for any loss however
arising from or in reliance upon the whole or any part of the
contents of this report.

This report, for which the directors (the “Directors”) of Shen
You Holdings Limited (the “Company”) 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 (the “GEM Listing Rules”) for
the purpose of giving information with regard to the Company.
The Directors, having made all reasonable enquiries, confirm
that, to the best of their knowledge and belief, the information
contained in this report is accurate and complete in all material
respects and not misleading or deceptive, and there are no
other matters the omission of which would make any statement
herein or this report misleading.
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Chairman’s Statement
T E N E

Dear Shareholders,

On behalf of the board of Directors (the “Board”), | am
delighted to present the annual report of the Company and its
subsidiaries (collectively, the “Group”) for the year ended 31
December 2019.

BUSINESS OVERVIEW

For the year ended 31 December 2019, the Group’s revenue
decreased to approximately HK$58.7 million, representing a
decrease of approximately 8.9%, as compared to revenue of
approximately HK$64.5 million for the year ended 31 December
2018. The Group's net loss increased to approximately HK$19.2
million for the year ended 31 December 2019 from
approximately HK$10.9 million for the year ended 31 December
2018, representing a significant increase of approximately
77.1%. Such increase in net loss was mainly due to the
decrease of approximately HK$1.9 million in gross profit, the
increase in impairment losses on financial assets of
approximately HK$2.6 million, the increase in impairment losses
on fixed assets of approximately HK$3.0 million and the
increase in income tax of approximately HK$4.1 million during
the year ended 31 December 2019 as compared to that for the
year ended 31 December 2018.

PROSPECTS

The Group has been actively seeking business opportunities in
the PRC and its Zhejiang office has been in operation since May
2019. However, the Group's business has experienced some
difficulty owing to the recent economic challenges and
uncertainties due to the ongoing trade conflict between the
People’'s Republic of China (the "PRC") and the United States
of America (“U.S."”) as well as the gradual slowdown of the
PRC economy. For the year ended 31 December 2019, the
Group’s overseas sales slightly increased by approximately
1.1% while its sales to the PRC decreased by approximately
15.6% as compared with the year ended 31 December 2018.
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Chairman’s Statement (Continued)

TEEE (8

APPRECIATION

| wish to take this opportunity to extend my sincere thanks to our
shareholders, business partners, customers and suppliers for
their continuous support. | would also like to express my deep
gratitude to my fellow Directors and the Group’s management
team and staff for their efforts and dedication to the Group during
the past year.

Shen You Holdings Limited
Wong Kwok Wai, Albert
Chairman, chief executive officer and executive Director

Hong Kong, 31 March 2020

SHEN YOU HOLDINGS LIMITED / 2019 ANNUAL REPORT

B

RANEREU M S BERRHR - FHBH -
BEP MMEENFESR - RATREURA
EENAEEEREERKLRETINBEFE
MG N REAEENER

REZRERATF
TR TTHARARATTEF
=BEE

&5 —E-FF=-A=+—H



Management Discussion and Analysis

BIRE R M T

INTRODUCTION

The Group is principally engaged in the manufacture and selling
of sewing threads and broad categories of garment accessories.
It currently manufactures polyester sewing threads, which are
mainly used for garments. The major product of the Group is
100% spun polyester sewing threads. Other types of sewing
threads are also offered, including textured polyester series,
elastic filament sewing threads, weft yarn and nylon threads
The Group's customers are located in the PRC, Hong Kong as
well as overseas countries, including United Arab Emirates
("UAE"), Mauritius, Switzerland and the United Kingdom. While
the Group's customers in the PRC and Hong Kong are mainly
garment manufacturers, its overseas customers are mainly
wholesalers. The production facilities of the Group, where the
sewing threads manufacturing process is conducted, are
located in Liwan, Guangzhou (the “Guangzhou Production
Facilities”).

BUSINESS REVIEW

For the year ended 31 December 2019, the Group’s revenue
decreased by approximately 8.9% as compared with that for
the year ended 31 December 2018. The gross profit margin
decreased to approximately 19.3% for the year ended 31
December 2019 from approximately 20.6% for the preceding
year. The decrease was mainly attributable to the decrease in
sales in the PRC market, which accounted for approximately
56.1% of the total revenue for the year ended 31 December
2019.

On 15 December 2017 (the "Listing Date"), the Shares were
successfully listed on GEM of the Stock Exchange (the
“Listing"”) by way of share offer (the “Share Offer”). After
deducting all the relevant commission and expenses in relation
to the Listing, net proceeds amounting to approximately
HK$40.7 million have been raised from the Listing. As at 31
December 2019, the unutilised net proceeds from the Share
Offer amounted to approximately HK$29.1 million.
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Management Discussion and Analysis (Continued)

BB i ()

While the Group's business has experienced some difficulty as
a result of the unfavourable market conditions immediately after
the Listing, the Board and the senior management of the
Company are confident of the Group’s steady performance
given its competitive strengths, which include: (i) the long-term
business relationships with its customers and suppliers; (ii)
adoption of the stringent quality control mechanisms in the
course of sewing threads production; (iii) the strategic location
of the Guangzhou Production Facilities for its business
development; and (iv) an experienced management team with
extensive industry experience. Further details of the future
prospects of the Group are set out in the section headed
"Future Plans and Prospects” in this annual report.

FINANCIAL REVIEW
Revenue

The Group's products are sold in the PRC, Hong Kong as well
as overseas. The following table sets out a breakdown of the
Group's revenue attributable to domestic and overseas sales of
the Group's sewing threads for the two years ended 31
December 2019:

HRERE F TR ASBEAN RS L —
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Year ended 31 December

BE+=-A=+—-HLEE
2019
—E-hEF

HK$'000

TR GRWE%

Rate of

2018 change

—2-NF CERRS
% of total % of total

GAELITEE HKS'000 revenue %
FAET HEKE %

39,056 60.5 (15.6)

21,995 34.1 1.1

3,459 5.4 2.5

64,510 100.0 (8.9)

PRC s 32,968
Overseas (Mo Y I 22,233
Hong Kong BE 3,545
58,746
Note:  For the two years ended 31 December 2019, the Group exported its products

to countries including but not limited to UAE, Mauritius, Switzerland and the
United Kingdom.
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Management Discussion and Analysis (Continued)

BB Lo ()

The following table sets out the breakdown of the revenue by
product that the Group offers for sale for the two years ended
31 December 2019:

TREPRBE—Z-NF+_A=1T—H
(A E iR AR B PRt 36 & H E mPrEl
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Year ended 31 December

BE+T-A=+t—HLEE
2019

—E-NF

HK$'000

FHRT AR %

100% spm polyester 100% Jf&ém 4

sewing threads 52,053

Other threads Mot H {th % 4)) 4 () 6.693

Rate of
2018 change
—T- N BE L%
% of total % of total
AEOUEN  HK$'000 revenue %
THET HBME %
88.6 bb,764 86.4 (6.7)
11.4 8,746 13.6 (23.5)
100.0 64,510 100.0 (8.9)

58,746

Note:  Other threads comprise textured polyester series, elastic flament sewing

threads, weft yarn and nylon threads.

The Group's revenue decreased to approximately HK$58.7
million for the year ended 31 December 2019 from
approximately HK$64.5 million for the year ended 31 December
2018, representing a decrease of approximately 8.9%. Such
decrease was mainly due to the decrease in sales to the PRC
market, which accounted for approximately 56.1% of the total
revenue for the year ended 31 December 2019.

Cost of sales

The Group's cost of sales primarily consists of direct material
costs, processing fees and direct labour costs. The cost of sales
decreased to approximately HK$47.4 million for the year ended
31 December 2019 from approximately HK$51.2 million for the
year ended 31 December 2018, representing a decrease of
approximately 7.4%. The Group’s cost of sales decreased for
the year ended 31 December 2019 mainly as a result of the
aforementioned decrease in revenue.
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I\/Ianagement Discussion and Analysis (Continued)

BIEE R Mot (8)

Gross profit and gross profit margin

The Group’'s gross profit margin decreased to approximately
19.3% from 20.6% for the year ended 31 December 2019,
which was a result of the increase in the charge rate of
processing fees and the unit cost of raw materials.

The Group's gross profit decreased to approximately HK$11.3
million for the year ended 31 December 2019 from
approximately HK$13.3 million for the year ended 31 December
2018, representing a decrease of approximately 14.7%. The
decrease was mainly a result of the aforementioned decrease
in revenue and decrease in the gross profit margin.

Other losses, net

The Group recorded other losses, net of approximately HK$2.7
million for the year ended 31 December 2019 as compared with
other losses, net of approximately HK$0.3 million for the year
ended 31 December 2018, representing an increase of
approximately 911.4%. Such increase was mainly attributable
to the increase in the losses for impairment of fixed assets.

Selling and distribution expenses

Selling and distribution expenses mainly consist of staff costs
and transportation expenses. Selling expenses decreased to
approximately HK$7.4 million for the year ended 31 December
2019 from approximately HK$7.6 million for the year ended 31
December 2018. Such decrease was mainly due to the
decrease in transportation expenses as a result of the
aforementioned decrease in revenue.

Administrative expenses

Administrative expenses primarily consist of staff costs,
Directors’ remuneration and legal and professional fees.
Administrative expenses decreased to approximately HK$13.5
million for the year ended 31 December 2019 from
approximately HK$16.5 million for the year ended 31 December
2018, representing a decrease of approximately 17.9%. Such
decrease was mainly attributable to the decrease in legal and
professional fees.
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Management Discussion and Analysis (Continued)

BIEE R Mot (8)

Finance costs

The Group's finance costs increased to approximately HK$1.3
million for the year ended 31 December 2019 from
approximately HK$0.9 million for the year ended 31 December
2018, representing an increase of approximately 48.2%. Such
increase was mainly a result of the increase in the interest
expense on bank borrowings and additional interest expenses
on lease liabilities due to the adoption of HKFRS 16 on 1
January 2019.

Loss before income tax

As a result of the aforesaid, the Group recorded a loss before
income tax of approximately HK$16.7 million for the year ended
31 December 2019 from approximately HK$12.4 million for the
year ended 31 December 2018, representing an increase of
approximately 34.3%.

Income tax (expense)/credit

The Group recorded income tax credit of approximately HK$1.6
million for the year ended 31 December 2018 while income tax
expense of approximately HK$2.6 million was recorded for the
year ended 31 December 2019. The Group's effective tax rate
decreased from approximately 12.5% for the year ended 31
December 2018 to approximately negative 15.4% for the year
ended 31 December 2019, which was a result of write-off of
deferred tax assets recognised in prior years and increase in tax
losses not recognised.

Total comprehensive loss attributable to the owners of
the parent

The total comprehensive loss attributable to the owners of the
parent increased to approximately HK$20.6 million for the year
ended 31 December 2019 from approximately HK$14.7 million
for the year ended 31 December 2018, representing an increase
of approximately 40.4%. Such increase was mainly due to the
combined effect of the increase in the Group's loss for the year
ended 31 December 2018 due to the reasons mentioned above
and the decrease in exchange differences on translation of
foreign operations.
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I\/Ianagement Discussion and Analysis (Continued)

BIEE R Mot (8)

Basic and diluted loss per share

The Company’s basic and diluted loss per share for the year
ended 31 December 2019 was approximately HK2.40 cents
(2018: HK1.36 cents), representing an increase of approximately
76.5%, which was mainly due to the increase in loss
attributable to the owners of the parent.

Final dividend

The board did not recommend the payment of a final dividend
for the year ended 31 December 2019 (2018: Nil).

LIQUIDITY AND FINANCIAL RESOURCES

For the year ended 31 December 2019, the Group’s operations
were primarily financed through its operating and financing
activities. The Directors believe that in the long term, the
Group's operations will continue to be funded by a combination
of cash generated from the Group's operating activities and
financing activities.

The Group's cash and bank balances amounted to
approximately HK$34.5 million and approximately HK$30.9
million as at 31 December 2019 and 2018, respectively. The
functional currency of the Group is the Hong Kong dollar. As at
31 December 2019, 98.7% of the Group’s cash and bank
balances were denominated in the Group’s functional currency
(31 December 2018: 92.8%) and the remaining 1.3% (31
December 2018: 7.2%) in other currencies, mainly the
Renminbi.

As at 31 December 2019 and 2018, the Group had net current
assets of approximately HK$28.0 million and approximately
HK$40.4 million, respectively, which included trade receivables,
prepayments, other receivables and other assets, inventories
and cash and cash equivalents. The Group’'s current ratio
decreased from approximately 2.4 as at 31 December 2018 to
approximately 1.8 as at 31 December 2019. The Group's bank
borrowings increased from approximately HK$15.2 million as at
31 December 2018 to approximately HK$20.0 million as at 31
December 2019. Such increase was mainly due to the increase
in the Group's financing need under unfavourable market
conditions.
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Management Discussion and Analysis (Continued)

BIEE R Mot (8)

GEARING RATIO

The Group's gearing ratio is calculated based on net debt
(including interest-bearing bank borrowings, trade payables,
other payables and accruals, and lease liabilities, less cash and
cash equivalents) divided by the total equity plus net debt at the
respective reporting date. The gearing ratio was 3.1% as at 31
December 2019. The gearing ratio was not applicable to the
Group as at 31 December 2018 as its cash and bank balances
were more than the aggregate amount of the bank borrowings,
trade payables, other payables and accruals, and lease liabilities.
The Group believes that the cash at banks and the bank
borrowings provide adequate liquidity to satisfy the Group's
funding requirements.

CAPITAL COMMITMENTS

As at 31 December 2019, the Group did not have any capital
commitments (as at 31 December 2018: HK$0.1 million).

CAPITAL STRUCTURE

There has been no change in the capital structure since the
Listing. The share capital of the Group only comprises ordinary
Shares.

As at 31 December 2019, the Company's issued share capital
amounted to HK$8.0 million, divided by 800,000,000 shares of
HK$0.01 each.

Details of changes of the Company’s share capital for the year
ended 31 December 2019 are set out in note 24 to the
consolidated financial statements of this annual report.
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Management Discussion and Analysis (Continued)

BIEE R Mot (8)

SIGNIFICANT INVESTMENTS

As at 31 December 2019, the Group did not hold any significant
investments (as at 31 December 2018: Nil).

MATERIAL ACQUISITIONS OR DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES

During the year ended 31 December 2019, the Group did not
have any acquisitions or disposals of subsidiaries and affiliated
companies.

FUTURE PLANS FOR MATERIAL INVESTMENTS
AND CAPITAL ASSETS

Save as those disclosed in the Prospectus, the Group currently
has no other plan for material investments and capital assets.

CONTINGENT LIABILITIES

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

FOREIGN EXCHANGE EXPOSURE

The Group is exposed to foreign currency risk when it enters
into transactions which are not denominated in the Group’'s
functional currency. Such exposure mainly relates to the
distribution and sale of the Group's products and purchases of
raw materials in the PRC. The Group currently does not have a
foreign currency hedging policy. Yet, the Group’s management
monitors foreign exchange exposure closely and will consider
hedging significant foreign currency exposure should the need
arise. The sensitivity analysis of the Group's exposure to foreign
exchange risk and other financial risks are set out in note 34 to
the consolidated financial statements of this annual report.
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Management Discussion and Analysis (Continued)

BB Lo ()

PLEDGE OF ASSETS

As at 31 December 2019 and 2018, the following assets were
pledged to banks to secure certain banking facilities granted to
the Group:

EERR

RZE-—NEER_E—N\F+_A=+—

B ATEESEMW TR - UWEREAEE
R ETIRITRLE -

As at 31 December

Financial asset at FVPL
Trade receivables

FEW 2 5 5IR

BAREFABENEREE

R+=-—A=+—H
2019 2018
sl T \F
HK$°000 HK$'000
TR TAT
4,632
7,355
11,987

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2019, the Group employed a total of 172
employees (as at 31 December 2018: 184), of whom 161 were
located in the PRC and 11 were located in Hong Kong. The
Group's staff costs mainly comprised wages and salaries, social
insurance, housing provident fund and severance payments. For
the two years ended 31 December 2019, the Group's total staff
costs (excluding Directors’ emoluments) amounted to
approximately HK$18.7 million and HK$17.3 million, respectively.
The Group offers remuneration packages comprising basic
salaries, discretionary bonuses and allowances to its management
and office staff. For the workers at the Guangzhou Production
Facilities, the Group offers them salaries above the minimum
wage, promotion opportunities and budgets for social events.
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Management Discussion and Analysis (Continued)

BIEE R Mot (8)

The remuneration committee of the Company is responsible for
reviewing and determining the remuneration packages of the
Directors and senior management members with reference to
the salaries paid by comparable companies, time commitment
and responsibilities, employment conditions elsewhere in the
Group and the desirability of performance-based remuneration.
Any discretionary bonus and other merit payments are linked to
the profit performance of the Group and the individual
performance of the Directors and senior management members.
The Company adopted a share option scheme (the “Share
Option Scheme”) on 24 November 2017, under which the
Company may grant options to, among others, any employees
(full-time or part-time) or Directors with a view to rewarding them
for their contributions to the Group, giving incentive to them for
optimising their performance and efficiency and attracting as well
as retaining those whose future contributions are important to
the long-term growth and profitability of the Group. Since the
adoption of the Share Option Scheme and up to the date of this
annual report, no share options have been granted pursuant to
the Share Option Scheme.

MAJOR AND CONNECTED TRANSACTIONS

During the year under review, the Group had entered into
transactions which constituted major transaction and connected
transactions under Chapters 19 and 20 of the GEM Listing
Rules with Mr. Wong Kwok Wai, Albert, a Director, details of
which please refer to the announcement titled “Major and
Connected Transactions — Provision of Financial Assistance to
Connected Person” issued by the Company dated 31 March
2020 and note 30 to the consolidated financial statements of
this annual report.

COMPLIANCE WITH LAWS AND REGULATIONS

Save as disclosed in the announcement issued by the Company
dated 31 March 2020, to Major and the best of the Directors’
knowledge, information and belief, having made all reasonable
enquiries, the Group has in all material respects complied with
all relevant laws, rules and regulations that have a significant
impact on the Group and its operations in Hong Kong and the
PRC.
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I\/Ianagement Discussion and Analysis (Continued)

EIRE Mo (E)

ENVIRONMENTAL POLICIES AND PERFORMANCE

In order to better integrate the concept of social responsibility
into the Group's strategy and decision-making and to further
guide the Group to develop a socially responsible practice, the
Group has established an environmental, social and governance
("ESG") report preparation team. While preparing the report,
the Group strives to incorporate the notion of sustainable
development into its daily operations.

Meanwhile, the Group has established a systematic stakeholder
communication channel with the aim to facilitate positive
interactions with the Group's stakeholders, actively respond to
relevant litigation issues and promote quality, effective and
sustainable growth. Throughout the year ended 31 December
2019, the Group has maintained its business integrity and
dedication to environmental protection, while continuously
striving to improve quality management and employee care.

For further information in relation to the Group’s ESG practices,
please refer to the Group’'s separate ESG report, which is
expected to be published on the websites of the Stock
Exchange and the Company within three months after the
publication of this annual report.

RELATIONSHIP WITH STAKEHOLDERS

Employees are considered to be one of the most important
factors that contribute to the productivity of the Group.
Employees of the Group are mainly provided with on-the-job
training as well as remuneration packages and allowances.

The Group also communicates closely with its customers to
obtain valuable feedback and provides them with information
about the Group's products and trends in the sewing threads
market. The Group has maintained business relationships with
its five largest customers for a period ranging from
approximately five to 20 years, respectively. Likewise, the
Group has also established stable relationships with its
suppliers. As such, the Directors believe that the Group has
developed a trustworthy and reliable reputation as well as a
strong partnership with its customers and suppliers.
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Management Discussion and Analysis (Continued)

BIEE R Mot (8)

USE OF PROCEEDS

As disclosed in the Prospectus, the net proceeds from the
Share Offer were approximately HK$40.7 million, after
deducting commission and expenses borne by the Company in
connection with the Share Offer (the "Net Proceeds”). As at
31 December 2019, the unutilised Net Proceeds amounted to
approximately HK$29.1 million.

As at 31 December 2019, the Net Proceeds had been applied
and utilised as follows:

Upgrading the Group’s machinery FH4RAREB T %A 100%
for the production of 100% T am AR A EE M 28
spun polyester sewing threads

e RERE

WANBRERFTIRE - RIIBRA R BB
BEFMAENBAERATE  ROBEME
FRIE R EE 49 /40,700,000 7T ([ R 8 1B
FHE]) R_T-NF+-_A=+—H Xk
AW PTS A F R4 4 29,100,000,8 7T °

RZZB-NF+A=+—RH  MAEJEF

HEEARBANT :

Net Proceeds
available Utilised Unutilised
A AN

P8RRI R RE 28/A REA

HKS$ million  HK$ million  HK$ million
BEBT BEBT BEBT

for industrial use 20.3 3.1 17.2
Upgrading the Group's machinery  F#& 7R £ EZX FH 100%

for the production of 100% o im AR £ E ML RS

spun polyester sewing threads

for domestic use 7.7 2.2 55
Acquiring new cone winding BEIE TROH

machines 4.1 0.5 3.6
Acquiring new machinery BEINEREGEEMSS

for the production of

nylon threads 3.7 1.3 2.4
Setting up a sales office in FEMTARIHEN R

Zhejiang province 1.2 0.8 0.4
Working capital and other general ARNEEKLEEL S REM

corporate purposes of the Group ~ —fg b A% 3.7 3.7 -

40.7 11.6 29.1
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Management Discussion and Analysis (Continued)
BIEEwm kO (E)

Below is an analysis comparing the future plans and use of

proceeds contained in the Prospectus from the Listing Date up

to 31 December 2019:

Business strategy

ES

BEFmEBEEE-_T-NF+A=+—

B BEREEMEARKE LAEFIERR
BB DT T

Implementation plan

Bt &

Actual progress as at

31 December 2019
RZZE-h&F+ZA=+—H
WEREE

Upgrading the Group’s machinery for — Purchase eight waxing and
winding machines for the
production of 100% spun
polyester sewing threads for

the production of 100% spun
polyester sewing threads for
industrial use

FARAREB TR 100% RKim iR
A EHEEE

Upgrading the Group’s machinery for — Purchase two machines for the

the production of 100% spun
polyester sewing threads for
domestic use

FHA A EBZK A 100% 54 4%
A E RS

Acquiring new machinery for the
production of nylon threads

BEMERREEHKSS

industrial use

— EKBE/\ G LEMRYKE - BRE

ET XA 100% fEim 45

production of 100% spun
polyester sewing threads for

domestic use

— REMAKES

100% YR4m iR

— Purchase five machines for the

RREERB

production of nylon threads

The Group has purchased and is
operating two waxing and
winding machines for the
production of 100% spun
polyester sewing threads for
industrial use.

AREBCKRBILEEAMRS HE

B AREELIER
100% Mg4mAR

The Group has purchased and is
operating one machine for the
production of 100% spun
polyester sewing threads for
domestic use.

RNEFEEKBEI FE A — S -

AR EER A 100% MEimAR

The Group has purchased and is
operating three machines for
the production of nylon threads.

— KBELAMS  ARNLERESR AEECRBAILEFEA=6#:s -

RREEFRRER -
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Management Discussion and Analysis (Continued)
BEEwm kO (E)

Business strategy

ES

Actual progress as at

Setting up a sales office in Zhejiang

province

AT AR ERER

Acquiring new cone winding
machines

BEHETROHK

Implementation plan 31 December 2019
R=B-HIF+=ZA=+—H
BEitsta NEBREE
— Lease suitable premises for the  The Group has set up a sales office
Group’s sales office in Zhejiang Province, which is
Renovate the sales office currently in full operation.

Purchase office equipment

MRAESH - BEAKBEHEE AEECRNTERLIHERSE
MER B BAIE 2 ERAEE -
KEHEMRER
R ARE

Order two cone winding The Group has purchased and is
machines to facilitate the operating one cone winding
production lines for 100% spun machine.

polyester sewing threads and

paying the balance for two cone

winding machines

ST A B T4 LA R REECKEW EFR BT
100% MRém iR E ERIBEIT RS Wik o
WA & T sREE
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Management Discussion and Analysis (Continued)

BIRE S LT ()

FUTURE PLANS AND PROSPECTS

The future plans and use of proceeds schedule disclosed in the
Prospectus were formulated based on the best estimation of
the market conditions after the Listing. The discrepancy
between the planned use of the Net Proceeds and the actual
use mainly arose as a result of the actual market conditions
affecting the Group after the Listing. The continuing trade
conflict between the U.S. and the PRC, the PRC's gradual
economic slowdown and the recent outbreak of coronavirus
(COVID-19) epidemic have presented the Group with
uncertainties and multiple challenges, rendering the need for
the Group to be prudent in implementing its future plans as set
out in the Prospectus. The Directors believed that a strict
adherence to the implementation plan will increase the
production capacity of the Group, while the additional machinery
may lead to a provision for impairment for such machinery to be
made in the future.

Meeting the demands of its customers as to high quality and
differentiated products is one of the Group’s priorities in order
to maintain long-term business relationships with its customers.
Further, the Directors believe that there are considerable
business opportunities in the sewing threads industry in the
long term. To satisfy its customers’ potential needs and to
capture the business opportunities in the sewing threads
industry, the Group will continue to implement the expansion
plans set out in the section headed “Future Plans and Use of
Proceeds” in the Prospectus in a prudent and conservative
manner in light of the market conditions at the time.

The Directors will continue to carefully monitor and assess the
situation and, if the expansion plans no longer suit the operation
and the future development of the Group, the Directors may
evaluate and modify them so as to ensure that the Group's
business strategies are in the best interests of the Company
and the Shareholders as a whole.
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Biographical Details of Directors and Senior Management

=
B

EERSRERENEES

EXECUTIVE DIRECTORS

Mr. Wong Kwok Wai, Albert (EEI{£), aged 60, was appointed
as a Director and the chairman of the Board on 18 August 2016
and re-designated as an executive Director on 23 June 2017.
He is also the chief executive officer, the chairman of the
nomination committee of the Company, one of the Group’s
controlling shareholders, as well as a director of each of the
Group’s subsidiaries. Mr. Wong is primarily responsible for the
management and overall strategic planning and development of
the Group. Mr. Wong has over 30 years of experience in
accounting and assurances.

Mr. Wong has been an honorary life member of the Hong Kong
Institute of Accredited Accounting Technicians Limited since
June 1999 and was its president during the period from May
1995 to June 1998. Mr. Wong obtained his higher diploma in
accountancy from the Hong Kong Polytechnic (now known as
the Hong Kong Polytechnic University) in November 1982. Mr.
Wong was admitted as a fellow of the Hong Kong Institute of
Certified Public Accountants and as an associate of the Institute
of Chartered Accountants in England and Wales in November
1992 and February 2008, respectively. Currently, Mr. Wong is
an independent non-executive director of JBB Builders
International Limited (stock code: 1903), a company listed on
the Main Board of the Stock Exchange. From May 2019 to
January 2020, Mr. Wong served as an independent non-
executive director of Yi Hua Holdings Limited (stock code:
2213), a company listed on the Main Board of the Stock
Exchange.

Save as disclosed above, Mr. Wong did not hold other
directorship in any other listed or public companies, of which
the securities are listed on any securities market in Hong Kong
or overseas in the three preceding years.
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Biographical Details of Directors and Senior Management (Continued)

EEZ MR EEENERF

Mr. Chan Yiu Tung, Enoch (FR#B%X ), aged 53, was appointed
as the company secretary, compliance officer and an executive
Director of the Company on 18 August 2016, 23 June 2017 and
19 February 2020, respectively. Mr. Chan obtained his
bachelor’'s degree of art in accountancy from City University of
Hong Kong (formerly known as City Polytechnic of Hong Kong)
in November 1992 and was admitted as a member of the Hong
Kong Institute of Certified Public Accountants in February 1997
and a fellow of the Association of Chartered Certified
Accountants in April 2001, respectively. From June 2006 to
December 2011, Mr. Chan served as an executive director of
the tax department of Ernst & Young, an international
accounting firm, where he was primarily responsible for
providing tax and business advisory services to both
international and domestic companies operating in the PRC.
Further, Mr. Chan served as a partner in the tax department of
the Guangzhou Branch of Grant Thornton, an international
accounting firm, from October 2012 to October 2015 where he
was primarily responsible for developing the tax practice in
Guangzhou. Mr. Chan has also been serving as an independent
director of Natural Health Trends Corp. (stock code: NHTC), an
international direct-selling and e-commerce company listed on
the NASDAQ Stock Market LLC, since December 2015, and is
responsible for supervising and providing independent advice to
the board of the company.

Save as disclosed above, Mr. Chan did not hold other
directorship in any other listed or public companies, of which
the securities are listed on any securities market in Hong Kong
or overseas in the three preceding years.
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Biographical Details of Directors and Senior Management (Continued)

EENSREEEYEES
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NON-EXECUTIVE DIRECTORS

Mr. Gao Biao (E), aged 29, was appointed as a non-
executive Director on 26 June 2018. He obtained his bachelor’'s
degree in transportation management from the Xiamen
University in China and a bachelor’s degree in economics from
The University of Sheffield in England both in 2012. In
November 2014, Mr. Gao obtained his first master’'s degree in
east Asian business from The University of Sheffield in England.
Mr. Gao later obtained his second master’s degree in December
2015 in international shipping and finance from the University of
Reading in England. Mr. Gao passed two fund practitioner
qualification examinations* (E&# ¥ ABERZER) of the
Asset Management Association of China* (FEESREESE
%), namely, (i) the examination on fundamental knowledge in
private equity funds* (FASERIEIREESEMAM#AE); and (i)
examination on fundamental knowledge in investment funds*
(BHEEASABMAZES) in September 2017 and has
obtained the Chartered Financial Analyst Level 1 qualification.
Further, Mr. Gao also obtained a certificate in marine claims in
July 2015 from Lloyd's Maritime Academy. Mr. Gao has been a
project manager of Shanghai Ruili Investment Management
Center (Limited Partnership)* (/&% EBREIRFA (AR
&%) since 2017, responsible for risk analysis, fund structure
analysis and fund project management.

Mr. Gao did not hold other directorship in any other listed or
public companies, of which the securities are listed on any
securities market in Hong Kong or overseas in the three
preceding years.

* English translations of Chinese names herein are for identification purposes
only. Should there be any inconsistencies, the Chinese name prevails.
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Biographical Details of Directors and Senior Management (Continued)
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Yeung Ngai Man, John ($38)), aged 54, was appointed
as an independent non-executive Director on 24 November
2017. Dr. Yeung is also the chairman of the remuneration
committee and a member of the audit committee of the Group.
Dr. Yeung graduated from the University of Edinburgh in July
1988 with a bachelor's degree in medicine and a bachelor’s
degree in surgery. Dr. Yeung also obtained a diploma in geriatric
medicine from the Royal College of Physicians of London, a
diploma in Child Health from the Royal Colleges of Physicians &
Surgeons of Ireland and a diploma in genitourinary medicine
from the Society of Apothecaries of London in July 1993,
September 1993 and December 1999, respectively. Dr. Yeung
was elected to the membership of the Royal College of
Physicians of the United Kingdom as well as the Hong Kong
College of Physicians in July 1992 and January 1996,
respectively. Dr. Yeung commenced his own medical practice
in July 2005. Prior to this, he served as a medical officer at
Hong Kong Sanatorium & Hospital during the period from
November 1993 to June 2005. To enhance his skills in business
management, he obtained a diploma in marketing from the
Chartered Institute of Marketing in June 1990 and received a
master’'s degree in business and administration from Warwick
Business School in September 1990.

Dr. Yeung did not hold other directorship in any other listed or
public companies, of which the securities are listed on any
securities market in Hong Kong or overseas in the three
preceding years.
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Biographical Details of Directors and Senior Management (Continued)
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Mr. Sung Alfred Lee Ming (R¥ 8] ), aged 62, was appointed
as an independent non-executive director on 24 November
2017. Mr. Sung is also the chairman of the audit committee and
a member of each of the remuneration committee and the
nomination committee of the Group. Mr. Sung has over 30
years of experience in accounting and assurances. Mr. Sung
graduated from La Trobe University in Australia in March 1984
with a bachelor’s degree in economics. Mr. Sung was admitted
as a fellow of the Taxation Institute of Australia and a member
and fellow of the Hong Kong Institute of Certified Public
Accountants in November 1987, December 1987 and February
1995, respectively. He was also admitted as an associate of
CPA Australia and Chartered Accountants Australia and New
Zealand in March 1986 and April 1989, respectively. Mr. Sung
has been the sole proprietor of Alfred Sung & Co. since 1999
and he is primarily responsible for overseeing audit and taxation
works. Currently, Mr. Sung serves as an executive director of
Modern Living Investments Holdings Limited (stock code:
8426), a company listed on GEM. From April 2012 to October
2014, Mr. Sung served as an independent non-executive
director of TC Orient Lighting Holdings Limited (stock code:
515), a company listed on the Main Board of the Stock
Exchange.

Save as disclosed above, Mr. Sung did not hold other
directorship in any other listed or public companies, of which
the securities are listed on any securities market in Hong Kong
or overseas in the three preceding years.
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Mr. Zhang Guofu (EEE), aged 62, was appointed as an
independent non-executive Director on 14 September 2018.
Mr. Zhang is also a member of the audit committee,
remuneration committee and the nomination committee of the
Group. He graduated from the Shanghai University of Finance &
Economics in January 1983 with a bachelor’s degree in
economics and obtained a master’'s degree and doctorate
degree in economics from the Shanghai University of Finance &
Economics in January 1988 and January 1998, respectively.
From January 1988 to September 1998, Mr. Zhang served in
various teaching positions at the Shanghai University of Finance
& Economics. From October 1998 to October 2000, Mr. Zhang
served as the deputy section chief of the finance department of
Shanghai Huahong (Group) Co., Ltd* (/&L (EE)HR A7)
and was a general manager of Shanghai Xinhong Investment
Management Co., Ltd* (E/BEUMHKREEEBRAF) from
October 2000 to June 2004. Mr. Zhang was an inspector
general of Huaan Funds Management Co., Ltd.* FELEEE IR
BRAR]) from July 2004 to August 2012 and a deputy general
manager of the same from September 2012.

Mr. Zhang did not hold other directorship in any other listed or
public companies, of which the securities are listed on any
securities market in Hong Kong or overseas in the three
preceding years.

* English translations of Chinese names herein are for identification purposes
only. Should there be any inconsistencies, the Chinese name prevails.
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SENIOR MANAGEMENT

Mr. Lee Wing Hong (% K E), aged 44, is the chief financial
officer of the Company and is primarily responsible for the
financial management and control of the Group. Mr. Lee has
over 15 years of experience in accounting and auditing.

Mr. Lee obtained an honours diploma in accounting from Hong
Kong Shue Yan College (now known as the Hong Kong Shue
Yan University) in March 2000. Mr. Lee was admitted as a
member of the Hong Kong Institute of Certified Public
Accountants in March 2006. He was also admitted as an
associate member of the Association of International
Accountants in November 2005.

Mr. She Siu Ming (224> 88), aged 61, is the director and deputy
general manager of Guangzhou Xinhua Thread Co., Ltd., an
indirect wholly-owned subsidiary of the Company (“Guangzhou
Xinhua"). Mr. She is primarily responsible for the management
of business operations of Guangzhou Xinhua as well as the
internal control of the Group. Mr. She joined the Group in March
2002. Mr. She graduated from the Chinese University of Hong
Kong in December 1983 with a bachelor’s degree in business
administration. Mr. She was admitted as a fellow of the Hong
Kong Institute of Certified Public Accountants (formerly known
as Hong Kong Society of Accountants) in February 1997.

Ms. Liu Jinghui (2%, aged 46, is the financial controller of
Guangzhou Xinhua. Ms. Liu is primarily responsible for the
financial control of Guangzhou Xinhua. Ms. Liu joined the Group
in August 1994. Ms. Liu received her associate degree in
polymer chemical engineering from the South China University
of Technology ((£F9¥E T KE8) in the PRC in July 1994. She also
obtained qualifications as a registered tax adviser from the
Department of Personnel of the Guangdong Province (EER & A
=[2) in October 2004.

Mr. Lui Hak Kong ( & % fll), aged 55, is the production manager
of Guangzhou Xinhua. Mr. Lui is primarily responsible for the
production management as well as quality control of Guangzhou
Xinhua. Mr. Lui joined the Group in June 1996. Prior to joining
the Group, Mr. Lui worked for Dik Sun Dyeing Factory Ltd. as a
person-in-charge for its laboratory and quality control from June
1990 to April 1996. From June 1983 to March 1990, Mr. Lui
worked as a merchandiser and site leader of Fang Brothers
Knitting Limited, which was a knitting company.
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Mr. Wong Pak Yip (2B %), aged 53, is the sales manager of
Guangzhou Xinhua. Mr. Wong is primarily responsible for the
sales and marketing of the Group. Mr. Wong joined the Group
in July 1990. Mr. Wong completed a post-secondary five course
at Sha Tin Technical Institute (now known as Hong Kong
Institute of Vocational Education (Sha Tin)), majoring in retail
supervision, in July 1997. Prior to joining the Group, Mr. Wong
worked for Unimix Limited, a garment manufacturing and
trading company, as a sales assistant from August 1988 to May
1990. From August 1986 to July 1988, Mr. Wong worked for
Sun Hop Kee Garment Factory, a garment production company,
as a merchandiser.

None of the members of the senior management of the Group
has been a director of any listed or public companies, of which
the securities are listed on any securities market in Hong Kong
or overseas in the three preceding years.
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Corporate Governance Report
TERE QWS

CORPORATE GOVERNANCE PRACTICES

The Board believes that cultivating and maintaining a culture
focused on good corporate governance is essential to effect
strong business growth and continue the efficient management
of the Company. The Directors are of the view that strong
corporate governance practices can safeguard the interests of
and ensure accountability to the Shareholders as a whole.

The corporate governance code (the “CG Code") as set out in
Appendix 15 to the GEM Listing Rules has been adopted by the
Board. Nevertheless, the Directors are committed to regularly
reviewing its corporate governance practices to ensure
conformity with the standard set out in the CG Code, as well as
meeting the rising expectation of the Shareholders and other
stakeholders of the Company.

Except for the deviation from code provision A.2.1 of the CG
Code, details of which are set out in the section headed
“Chairman and Chief Executive Officer” in this corporate
governance report, the Board is of the view that the Company
has complied with the code provisions for the year ended 31
December 2019.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the standard of dealings regarding
securities transactions by the Directors equivalent to the
required standard of dealings as set out in rules 5.48 to 5.67 of
the GEM Listing Rules. The Directors have all confirmed, having
been made specific enquiry by the Company, that they have
complied with the required standard of dealings and the
required standard concerning securities transactions by the
Directors during the year ended 31 December 2019.
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PEEARSE (B)

BOARD OF DIRECTORS
Composition of the Board
The Board currently comprises:

Executive Directors
BITES
Mr. Wong Kwok Wai, Albert
(Chairman and chief executive officer)

EEB L (FERITEAEER)

Mr. Chan Yiu Tung, Enoch
BRIEER 5 4

Mr. Yu Miaogen

YR EE

Non-executive Directors
FHITES

Mr. Gao Biao

Sl

Mr. Shi Guixiang
BEFELEE

Independent non-executive Directors
BYKHITES

Dr. Yeung Ngai Man, John

BREEE

Mr. Sung Alfred Lee Ming

RIBERSE A

Mr. Zhang Guofu

BEEESLE

EEg|
EEEMAEK

EEeREE:

(appointed as a Director on 18 August 2016 and re-designated as
an executive Director on 23 June 2017)

(R—F—NEFENAF+NAEZEREFR
R-E—+FENA- T =ZAAERNTEE)

(appointed as a Director on 19 February 2020)
(RZFEZZFF_ATNABZERESE)
(retired as a Director on 10 May 2019)
(RZF—NFHATHREIEFBHE)

(appointed as a Director on 26 June 2018)

(RZFE-NFNAZF N NAEZEIREE)
(retired as a Director on 10 May 2019)

(R-_F—NFRA+HREEFBE)

(appointed as a Director on 24 November 2017)
(R-ZF—+tF+— A1 IMAEZITREE)
(appointed as a Director on 24 November 2017)

(R-ZE—+F+—H-+HAEZIREE)
(appointed as a Director on 14 September 2018)
(RZFE-—NFNATHAEZERESE)

The biographical details of the Directors are set out in the
section headed “Biographical Details of Directors and Senior
Management” of this annual report.

Except as disclosed in the section headed “Biographical Details
of Directors and Senior Management”, there has been no
financial, business, family or other material relationship among
the Directors.
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Corporate Governance Report (Continued)

TERER®RE (B)

Each of the independent non-executive Directors has provided
a written confirmation of his independence and the Company
regards them as independent pursuant to rule 5.09 of the GEM
Listing Rules.

The Board will hold regular board meetings at least four times a
year at approximately quarterly intervals. Such meetings are
expected to involve active participation, either in person or
through electronic means of communication, of a majority of
the Directors entitled to be present.

Below is the attendance record of each Director at the Board
meetings held during the year ended 31 December 2019:

BB IEFNITEECIREEMIB L EHER
= . MARFEEGEM i # 8)5 5.09 &
1 EAR AL -

%Aﬂé}iﬁﬁﬁ'ﬂzd MREHEESS

CRBFE R - BHAREE 2 KED
i%ﬂ—r%ﬁﬁ%ﬁk BAEFRATA2ES
Eaauﬁzo

ATRERESFREEZE_T-NAF+_H
=t— Etﬁ&%ﬁﬁ’]%%é’e\.%%ﬁ}%ﬁ

Attendance/

number of

meetings held

HERE,

Name of Directors EEHE BITEBRRE
Mr. Wong Kwok Wai, Albert ERELE 4/4
Mr. Chan Yiu Tung, Enoch BRIBER 54 —/-
Mr. Yu Miaogen MYPIREE on
Mr. Gao Biao = E 4/A
Dr. Yeung Ngai Man, John HREEE 4/4
Mr. Sung Alfred Lee Ming RIBRF L4 4/4
Mr. Zhang Guofu BEHELEE 4/4
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Below is the attendance record of each Director at the annual
general meeting of the Company held on 10 May 2019:

NTRELREEN_ZT-NFRAATHET
B2 AR IR F A & B HI R RC 8

Attendance/

number of

meetings held

HERE,

Name of Directors EENE BITEBERE
Mr. Wong Kwok Wai, Albert HERELE 11
Mr. Chan Yiu Tung, Enoch BRIEER 5 A —/-
Mr. Yu Miaogen MYPIREE on
Mr. Gao Biao =t E on
Dr. Yeung Ngai Man, John HREELE 11
Mr. Sung Alfred Lee Ming RIZRF 4 11
Mr. Zhang Guofu BEHELEE on

RESPONSIBILITIES OF THE BOARD

The Board is primarily responsible for the overall management
and strategic planning and development of the Group, which
may involve convening general meetings and reporting the
Board’'s work at a shareholders’ meeting, determining business
and investment plans, preparing annual financial budgets and
final reports and formulating proposals for profit distributions.
Day-to-day management is alternatively delegated to the
executive Directors and senior management. The functions
delegated to senior management are regularly reviewed by the
Board to ensure that they are appropriately aligned with the
Group's needs.

During the year ended 31 December 2019, the Company had
three independent non-executive Directors and was at all times
in compliance with the requirements of the GEM Listing Rules,
which specifies that the independent non-executive Directors
must represent at least one third of the Board members with at
least one of them possessing appropriate professional
qualifications or accounting or related financial management
expertise.

The Company has arranged appropriate insurance policies to
cover the Directors’ risk exposure/liabilities with respect to any
legal actions against the Directors arising from corporate
activities of the Company. Such insurance coverage was
reviewed by the Board and shall continue to be reviewed
annually.
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PEEARSE (B)

CORPORATE GOVERNANCE FUNCTIONS

During the year ended 31 December 2019, no committee for
corporate governance was established and the Board is thus
responsible for performing the corporate governance functions
outlined in code provision D.3.1 of the CG Code.

The Directors may hold Board meetings when necessary and
include any relevant matters for discussion in the agenda as
they see fit. A minimum of 14 days' notice of such Board
meetings is given to all Directors. A draft agenda for each Board
meeting typically accompanies the notice to give the Directors
an opportunity to raise any other relevant issues for discussion
in the meeting. Board papers and related materials to the
meeting are circulated to each Director before each meeting for
their perusal to ensure that they can make an informed decision
to discharge their duty as a Director.

Draft minutes are also circulated to the Directors for their
comment and review after each Board meeting is held, and the
minutes of the Board and the Company’s committees are kept
by the company secretary of the Company. Each Board
member and Director has access to the advice and service of
the company secretary of the Company in order to comply with
relevant procedures and applicable rules and regulations.
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Corporate Governance Report (Continued)

TEERRE (B)

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Directors recognise the importance of incorporating
elements of good corporate governance in management
structures and internal control procedures in order to achieve
effective accountability.

During the year ended 31 December 2019, the Group has
complied with the CG Code as set out in Appendix 15 to the
GEM Listing Rules, except for the deviation from the code
provision A.2.1 of the CG Code, which stipulates that the roles
of chairman and chief executive officer should be separate and
should not be performed by the same individual.

Mr. Wong, who is the chairman of the Board as well as the
chief executive officer of the Company, has been involved in
the daily operations and management of the Group since 2008.
The Directors consider that vesting the roles of the chairman of
the Board and the chief executive officer of the Company in Mr.
Wong will ensure strong and consistent leadership, facilitate
the Group's business strategies and boost the effectiveness of
the Company’s operation. The Board will continue to review
this arrangement and consider splitting the roles of the
chairman of the Board and the chief executive officer of the
Company when such role splitting is beneficial to the Group as
a whole.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

The articles of association of the Company (the “Articles”)
state that at each annual general meeting (the “AGM"), one
third of the Directors for the time being shall retire from office
by rotation provided that every Director shall be subject to
retirement by rotation at least once every three years. A
Director retiring by rotation shall be eligible for re-election.

While each of the non-executive Directors and the independent
non-executive Directors has entered into a letter of appointment
with the Company to act as a non-executive Director or
independent non-executive Director for a fixed term of three
years, the non-executive Directors and independent non-
executive Directors appointed are also subject to retirement by
rotation and re-election according to the Articles. Independent
non-executive Directors are required to notify the Company as
soon as practicable if there is any change that may affect their
independence and each of them must provide a written
confirmation of his independence every year.
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CONTINUOUS PROFESSIONAL DEVELOPMENT

To ensure that the Directors’ contribution to the Board remains
relevant and informed, the Directors are to participate in
continuous professional development through which their
knowledge and skills can be refreshed and strengthened. As
part of the Directors’ continuous professional development
programme, newly appointed Directors are to receive a
comprehensive, formal and tailored induction upon their
appointment as a Director while existing Directors receive
additional training when appropriate to ensure that they are
aware of and are able to comply with the obligations pursuant
to the GEM Listing Rules and any other statutory requirements.
The company secretary of the Company is responsible for
maintaining and updating records for the Directors’ training
sessions.

During the year ended 31 December 2019, all the Directors,
namely, Mr. Wong Kwok Wai, Albert, Mr. Yu Miaogen, Mr. Gao
Biao, Dr. Yeung Ngai Man, John, Mr. Sung Alfred Lee Ming and
Mr. Zhang Guofu, comprising the Board during the year ended
31 December 2019, participated in a training session and each
Director was provided with relevant guidance materials with
respect to the laws applicable to Directors, the roles and
responsibilities of Directors and the Directors’ duty to disclose
their interest.

BOARD COMMITTEES

The Board established the audit committee (the “Audit
Committee”), the remuneration committee (the
“Remuneration Committee”) and the nomination committee
(the “Nomination Committee”) on 24 November 2017 in
order to oversee particular functions of the Company. These
committees of the Board have been established with written
terms of reference that clearly outline their authorities, powers
and duties. These terms of reference can be found on the
websites of the Stock Exchange and the Company.
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AUDIT COMMITTEE

The Audit Committee was established pursuant to rules 5.28 to
5.33 of the GEM Listing Rules and code provision C.3.3 of the
CG Code. The Audit Committee is mainly responsible for
reviewing financial information, monitoring the Company's
financial reporting system and internal control procedures and
maintaining the relationship with the Company’s auditors.

The Audit Committee consists of three independent non-
executive Directors, namely, Mr. Sung Alfred Lee Ming (the
chairman), Dr. Yeung Ngai Man, John and Mr. Zhang Guofu. No
member of the current Audit Committee is a member of the
previous independent auditor of the Company. The Audit
Committee has reviewed this annual report as well as the
consolidated results of the Group for the year ended 31
December 2019.

The current terms of reference state that the Audit Committee
shall have at least four meetings annually. The Audit Committee
held a meeting on 31 March 2020 to (i) review and approve the
annual financial results in respect of the year ended 31
December 2019; (i) discuss and consider issues significant to
financial reporting, controls on operations and compliance, the
effectiveness of the risk management and internal control
systems; and (iii) review the appointment of the auditor and its
relevant scope of work.

During the year ended 31 December 2019, the Audit
Committee held four meetings, where the Audit Committee
reviewed and discussed, amongst other matters, (i) the Group's
consolidated results for the year ended 31 December 2018; (ii)
the Group's consolidated results for the three months ended 31
March 2019; (iii) the Group’'s consolidated results for the six
months ended 30 June 2019; (iv) the Group’s consolidated
results for the nine months ended 30 September 2019; and (v)
the financial reporting system and internal control procedures of

EREES
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the Group. RAEBEFIRE T o
Below is the attendance record of each member of the Audit U TFTABE=-Z—LF+= ﬂ +—HIEF
Committee during the year ended 31 December 2019: EERLZESSKEY FeHAREE
Attendance/
number of
meetings held
HERE
Name of Directors EERE BITEBNRE
Mr. Sung Alfred Lee Ming (chairman) KRIBRAL A (EE) 4/4
Dr. Yeung Ngai Man, John BREEE 4/4
Mr. Zhang Guofu BEHELEE 4/4
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REMUNERATION COMMITTEE

The Remuneration Committee currently consists of three
independent non-executive Directors, namely, Dr. Yeung Ngai
Man, John (the chairman), Mr. Sung Alfred Lee Ming and Mr.
Zhang Guofu.

The Remuneration Committee is primarily responsible for
making regular recommendations to the Board on the
Company's policy and structure for the remuneration of all
Directors and senior management of the Company and on the
establishment of a formal and transparent procedure for
developing the remuneration policy.

The current terms of reference state that the remuneration
Committee shall have at least one meeting annually. During the
year ended 31 December 2019, the Remuneration Committee
held one meeting, where they reviewed the remuneration
packages for all Directors and senior management of the
Company and made recommendations to the Board.

FMEES

FNEZE e BRI BR-RBIERITES
BIERBELE(XF)  RERLERERE
pia
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Hiia o
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¢
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Below is the attendance record of each member of the WUTAHZ—ZT—hhFE+—_A=+—HIHF
Remuneration Committee during the year ended 31 December E#HMEEe@SKEH E@ERIECEHE
2019:
Attendance/
number of
meetings held
HERE BT
Name of Directors BEESSR 2BRY
.
Dr. Yeung Ngai Man, John (chairman) SR ()FE) 1/1
Mr. Sung Alfred Lee Ming RIZEASEAE 7
Mr. Zhang Guofu EEEEE 1/1
Details regarding emoluments of the Directors for the year BHEEEREEZ_ZT—NLF+-_A=+—H
ended 31 December 2019 are outlined in note 8 to the IFFEENMEFBMNAEEREZEH

consolidated financial statements of this annual report.
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During the year ended 31 December 2019, the number of
senior management members whose remuneration fell within
the following band is as follows:

ZE_E-NEF+A=1T—BLLFE - M
ENFTTINEENSREEEKE AN
™~

Number of
individuals
Remuneration band N =i = A
Nil to HK$1,000,000 =2 1,000,000%8 7T 4
NOMINATION COMMITTEE REZE®
The Nomination Committee currently consists of one executive IERZESHAIRE—ZHNITEE @ =R

Director, namely, Mr. Wong Kwok Wai, Albert (the chairman)
and two independent non-executive Directors, namely, Mr.
Sung Alfred Lee Ming and Mr. Zhang Guofu.

The Nomination Committee is mainly responsible for regularly
reviewing the structure of the Board and making
recommendations to the Board regarding any proposed change
to the structure of the Board. Following the establishment of
the Nomination Committee, the Company has adopted a board
diversity policy in order to achieve diversity on the Board. As
such, Board members are selected based on a range of diverse
perspectives, including but not limited to, gender, age, cultural
and educational background, professional experience, skills,
knowledge and length of service.

The current terms of reference state that the Nomination
Committee shall have at least one meeting annually. During the
year ended 31 December 2019, the Nomination Committee
held one meeting, where they assessed the independence of
the independent non-executive Directors and recommended to
the Board for the re-appointment of all the retiring Directors at
the annual general meeting.

BERE(ZRE)MMEBILIENTES - BIR
HREERERTILE ©
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Below is the attendance record of each member of the
Nomination Committee during the year ended 31 December
2019:

ATREBEEZE-Z-NF+_A=1+—HI*F
BRREZB @8R BHFEEAMNCE :

Attendance/

number of

meetings held

HE RS BT

Name of Directors EEng BEXH
Mr. Wong Kwok Wai, Albert (chairman) mRELE(FE) 11
Mr. Sung Alfred Lee Ming RIZEFEAE 11
Mr. Zhang Guofu EEELEE VAl

ACCOUNTABILITY AND AUDIT
Financial reporting

The Directors understand and recognise their responsibility to (i)
prepare the consolidated financial statements of the Group; and
(i) ensure that such financial statements are prepared to give a
true and accurate view of the state of affairs, results and cash
flows of the Group in accordance with the Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants, the disclosure requirements of
the Hong Kong Companies Ordinance as well as any internal
standards deemed appropriate and necessary by the Directors
in order to prepare the Group’s consolidated financial
statements. Further, the Directors also strive to offer a fair and
comprehensive assessment of the Group's financial position
and prospects and ensure timely publication of the financial
statements of the Group. The Directors confirm that as at 31
December 2019, to the best of their knowledge, information
and belief, having made all reasonable enquiries, they were not
aware of any material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s
ability to continue as a going concern.

The responsibility of the independent auditor of the Company is
to form its independent opinion based on its audit on those
consolidated financial statements prepared by the Board, and to
report its opinion to the Shareholders. Further details of their
reporting responsibility are set out in the independent auditor’s
report of this annual report.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board recognises its responsibility to ensure the
effectiveness of the Group’s risk management and internal
control systems. As such, the Directors are committed to
reviewing such systems regularly. The Board, the Company's
internal audit division and the Audit Committee conducted a
review of the Group's risk management and internal control
systems during the year ended 31 December 2019 and were
satisfied with their adequacy and effectiveness. Similarly, the
Board also examined the Group’s internal control systems in
terms of financial, operational, compliance, procedural and risk
management functions and were generally satisfied with the
effectiveness of the current systems in place.

The Directors understand that the enforcement of risk
management and internal control systems is essential to the
Group's ability to manage and minimise risks that may affect
the Group's efficiency and effectiveness, or inhibit it from
achieving the business objectives.

In relation to the undertakings provided by the controlling
Shareholders in respect of the deed of non-competition, the
details of which are outlined in the Prospectus, the independent
non-executive Directors confirm that they have reviewed the
enforcement of such undertakings and conclude that there are
no outstanding issues regarding the undertakings that need to
be raised with the Shareholders and the Company.

AUDITOR’'S REMUNERATION

For the year ended 31 December 2019, the fees paid or payable
to the Company's independent external auditor, Ernst & Young,
for the audit services for the Group are approximately as
follows:

AR 3% 28 5

Type of service
. ________________________________________________________________________

B ' % PR P4

EEeAREFAECRRASERREER

NEERIZBOBERL - Bt - EEBNE
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N N EBIE S R - B E TR M R A R R
FmE - R EFGTNRK - 25E& -
B EFMEAREERETHESAEE
HIARERZE B 24T - S ERESIREG RN AN
MREIME

EEHAE - RBIITE R B E R AERE S R
P AREEEIR LR A e EAREE YR
KA AREEREL B RNENEH
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BRI AR L 1 5 55 AR (REB B R 1R ik
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BB EAGE A B R R AR M B AR B IRR K

ARNZN

AKRENEE ©

G

BHE_Z-NFT+_A=t—HIFE 5
REHETFAKBENEZREMENRENEAR
AIB SN AR BB R oK B B AT ¢

Amount
ot
HK$'000
FET

Audit services EZIRTE

1,710
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COMPANY SECRETARY

Mr. Chan Yiu Tung, Enoch was appointed as the company
secretary of the Company (the “Company Secretary”) on 18
August 2016. The biographical details of Mr. Chan are set out in
the section headed "Biographical Details of Directors and
Senior Management” of this annual report. Pursuant to rule 5.15
of the GEM Listing Rules, Mr. Chan has undertaken no less
than 15 hours of relevant professional training for the year
ended 31 December 2019.

SHAREHOLDERS’ RIGHTS

In order to protect their own rights and interests, Shareholders
may propose separate resolutions in regard to substantial
issues at Shareholders’ meetings for consideration and voting.
According to the GEM Listing Rules, all resolutions presented
at Shareholders’ meetings will be voted by poll, and after the
relevant Shareholders’ meeting, the results of such a poll will
be published on the websites of the Stock Exchange and the
Company. Pursuant to the Articles, an AGM will be held
annually in the relevant territory where the Shares are listed, or
elsewhere as may be determined by the Board. Any meeting
other than an AGM is deemed an extraordinary general meeting
("EGM").

PROCEDURES FOR SHAREHOLDERS TO CONVENE
EXTRAORDINARY GENERAL MEETINGS

Extraordinary general meetings can be convened on the
requisition of one or more Shareholders holding, at the date of
the deposit of the requisition, not less than one tenth of the
paid-up capital of the Company having the right of voting at the
general meetings. Such requisition must be made in writing to
the Board or the company secretary of the Company for the
purpose of requiring an extraordinary general meeting to be
called by the Board for the transaction of any business specified
in such requisition.
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Shareholders must send their written resolutions, together with
their full name, contact details and identification, by post to the
principal place of business of the Company in Hong Kong or by
email for the attention of the company secretary of the
Company, details of which are set out below:

Unit 1006, 10/F
Harbour Crystal Centre
100 Granville Road
Tsim Sha Tsui East
Kowloon, Hong Kong

Principal place of business
of the Company in
Hong Kong

Email address info@shenyouholdings.com

An extraordinary general meeting must be within two months
after the deposit of the requisition. If, within 21 days after the
deposit of the requisition, the Board fails to proceed to convene
such meeting, the requisitionist(s) himself/herself/themselves
may do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the
Board shall be reimbursed to the requisitionist(s) by the
Company.

RIGHT OF RAISING ENQUIRIES

For queries about shareholdings, share transfers, registrations
and dividend payments, Shareholders should contact the
Company’s Hong Kong branch share registrar, whose details
are set out in the section headed “Corporate Information” of
this annual report.

PROCEDURES FOR SHAREHOLDERS TO PUT
FORWARD PROPOSALS AT SHAREHOLDERS'
MEETINGS

The Articles provide that Shareholders who wish to put a
resolution to a vote may convene an EGM by means of
requisition using the procedure set out above.

INVESTOR RELATIONS

The Company utilises various channels to communicate with its
shareholders and investors, including (i) the AGM or EGM,
which allows Shareholders to comment and exchange views
with the Board; (ii) the publication of interim, quarterly and
annual reports; (iii) notices, announcements and circulars; and
(iv) the Company’s website at www.shenyouholdings.com.
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Report of the Directors
EEEWE

The Directors are pleased to present this report together with
the audited consolidated financial statements of the Group for
the year ended 31 December 2019.

CORPORATE REORGANISATION

The Company was incorporated in the Cayman Islands as an
exempted company with limited liability on 18 August 2016. On
22 June 2017, the Group completed a group reorganisation (the
“Reorganisation”), details of which are set out in the section
headed “History, Reorganisation and Corporate Structure” in
the Prospectus. Through various reorganisation procedures, the
Company became the holding company of the Group upon
completion of the Reorganisation.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and the
primary activities of its principal subsidiaries are the sale and
manufacture of sewing threads. Details of the Group's principal
activities are set out in note 1 to the consolidated financial
statements of the Group. For the year ended 31 December
2019, there were no significant changes in the nature of the
Group's principal activities.

RESULTS AND APPROPRIATIONS

The results for the year ended 31 December 2019 are set out in
the consolidated statement of profit or loss and the
consolidated statement of comprehensive income of this
annual report. The Board does not recommend the payment of
a final dividend for the year ended 31 December 2019 (2018:
Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the Group's property, plant and
equipment for the year ended 31 December 2019 are set out in
note 13 to the consolidated financial statements of this annual
report.
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BUSINESS REVIEW

A business review of the Group’s performance for the year
ended 31 December 2019, the main issues impacting its results
and financial position are set out in the section headed
“"Management Discussion and Analysis” of this annual report.
In addition, a discussion of the likely future development of the
Group's business is set out in the section headed “Chairman’s
Statement” of this annual report.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group's profitability, financial position, results of operations,
business operations and prospects may be affected by a variety
of risks including foreign currency risk, interest rate risk, credit
risk and liquidity risk. The Group’s risk management system and
policies are shown in note 34 to the consolidated financial
statements.

Further, the Group may also be exposed to other risks that may
be beyond its control. In particular, the Group may experience
material price fluctuations of fibre and yarn, both being raw
materials principally used in the manufacturing process of
sewing threads. The Group also faces business risks, including
(i) failure to secure a supply as the Group does not enter into
long-term supply contracts with its suppliers; (i) any unexpected
disruption in the Guangzhou Production Facilities; and (iii) any
labour shortage, increase in labour costs or other factors
affecting labour supply in the PRC, each of which may
materially and adversely affect the Group's operations, financial
condition, results of operations and prospects.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for
the five years ended 31 December 2019 is set out in the
section headed “Five Year Financial Summary” of this annual
report.

SHARE CAPITAL

Details of the movements of the issued share capital of the
Company for the year ended 31 December 2019 are set out in
note 24 to the consolidated financial statements of the Group.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights pursuant to the
Articles or the laws of the Cayman Islands, being the jurisdiction
in which the Company was incorporated, which would require
the Company to offer new shares on a pro-rata basis to its
existing Shareholders.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

Neither the Company nor its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the
year ended 31 December 2019 and up to the date of this annual
report.

RESERVES

Details of the movements in the reserves of the Group during
the year ended 31 December 2019 are set out in note 25 to the
consolidated financial statements of the Group and in the
consolidated statement of changes in equity of this annual
report.

DISTRIBUTABLE RESERVES

As at 31 December 2019, the Company’s reserves available for
distribution to Shareholders, calculated according to Companies
Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of
the Cayman Islands, amounted to approximately HK$32.0
million (2018: HK$46.9 million).

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2019, sales to the Group's
largest customer and five largest customers represented
approximately 32.3% (2018: approximately 29.5%) and 41.3%
(2018: approximately 45.1%) of the Group's total revenue,
respectively. The Group’s suppliers include suppliers of raw
materials and processing works. For the year ended 31
December 2019, supplies attributable to the Group’s largest
supplier and five largest suppliers represented approximately
27.2% (2018: approximately 20.4)% and 77.3% (2018:
approximately 69.2%) of the Group's total supplies, respectively.
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To the Directors’ best knowledge, none of the Directors or any
of close associates (as defined in the GEM Listing Rules) or any
Shareholder who or which own more than 5% of the
Company'’s issued share capital had any beneficial interest in
any of the five largest customers and/or five largest suppliers of
the Group during the year.

BREEMAM EFNAMETBEACER
RGEM A1) B 5% A EARRFIE

BITRANBRRAFERBEERNEERA
%ﬁ&/iﬁﬁTVﬁ@%ﬁEﬁEé%

/\o

DIRECTORS S

The Directors for the year ended 31 December 2019 and up to REEZZ-NFT_A=Z+-HIEFER

the date of this annual report are as follows: HEEAFEREAN  EFWTHR

Executive Directors

HITES

Mr. Wong Kwok Wai, Albert (appointed as a Director on 18 August 2016 and re-designated as an
(Chairman and chief executive officer) executive Director on 23 June 2017)

BB LA (FEFRITEAEZ) (RZE—NE/A+NAEZEIREEK

R-E—+FNHAZ=ZHATRHTEE)

Mr. Chan Yiu Tung, Enoch (appointed as a Director on 19 February 2020)

PRIBER S (RZE_FEF_HA+NABZHIRESE)

Mr. Yu Miaogen (retired as a Director on 10 May 2019)

AR T A (RZFE-NFAATHRIEFBE)

Non-executive Directors

FHTES

Mr. Gao Biao (appointed as a Director on 26 June 2018)

St (R=ZF—NF A1 NAEZITHREE)

Mr. Shi Guixiang (retired as a Director on 10 May 2019)

AEFEE (RZFE—NFHATHRIEFBHE)

Independent non-executive Directors

BYFHITES

Dr. Yeung Ngai Man, John (appointed as a Director on 24 November 2017)

BREE (R=F—+tF+— A=A EZTEEF)

Mr. Sung Alfred Lee Ming (appointed as a Director on 24 November 2017)

RIEBIHLEE (R—FE—+FE+—HA-+MAEZITEEE)

Mr. Zhang Guofu (appointed as a Director on 14 September 2018)

EEE L (RZE-—NFAA+HAELZIRESE)
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Pursuant to Article 112 of the Articles, the Directors shall have
power from time to time and at any time to appoint any person
as a Director either to fill a casual vacancy or as an additional
Director but the number of Directors so appointed shall not
exceed the maximum number determined from time to time by
the Shareholders in a general meeting. Any Director appointed
by the Board to fill a casual vacancy shall hold office only until
the first general meeting of the Company after his appointment
and be subject to re-election at such meeting and any Director
appointed by the Board as an addition to the existing Board
shall hold office only until the next following annual general
meeting of the Company and shall then be eligible for re-
election.

Pursuant to Article 108(a) of the Articles, notwithstanding any
other provisions in the Articles, at each annual general meeting,
one third of the Directors for the time being, or, if their number
is not three or a multiple of three, then the number nearest to
but not less than one third, shall retire from office by rotation
provided that every Director (including those appointed for a
specific term) shall be subject to retirement by rotation at least
once every three years.

BIOGRAPHICAL DETAILS OF DIRECTORS

For the biographical details of the Directors, please refer to the
section headed “Biographical Details of Directors and Senior
Management” of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service
agreement with the Company pursuant to which he has agreed
to act as an executive Director for an initial term of three years,
which shall be renewed as determined by the Board or the
Shareholders. Either party is entitled to give not less than one
month’s notice to terminate the service agreement.
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Each of the non-executive Directors and the independent non-
executive Directors has entered into a letter of appointment
with the Company to which he has agreed to act as a non-
executive Director or an independent non-executive Director for
a fixed term of three years, which shall be renewed as
determined by the Board or the Shareholders. Except for the
Director’s fees, no independent non-executive Director is to
receive any other emolument for acting as an independent non-
executive Director.

Save as disclosed above, none of the Directors has proposed or
entered into any service agreement or letter of appointment
with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of
compensation other than the statutory compensation.

CONFIRMATION OF INDEPENDENCY OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the independent non-executive Directors has provided
the Company with a confirmation of independence pursuant to
rule 5.09 of the GEM Listing Rules. As such, the Company
considers all the independent non-executive Directors to be
independent as at the date of this annual report.

PERMITTED INDEMNITY PROVISIONS

Pursuant to the Articles, a Director shall be entitled to be
indemnified out of the assets of the Company against all losses
or liabilities which he may incur or sustain in or about the
execution of the duties of his office or otherwise in relation
thereto.

Appropriate directors’ and officers’ liability insurance coverage
has been arranged for the Directors and officers of the
Company.

EMOLUMENTS OF THE DIRECTORS AND THE FIVE
HIGHEST PAID INDIVIDUALS

Details of the emoluments of the Directors and the five highest
paid individuals are set out in notes 8 and 9 to the consolidated
financial statements of this annual report.
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EMOLUMENT POLICY

The Directors receive compensation in the form of an annual
director’s fee while members of the senior management
receive compensation in the form of salaries, discretionary
bonuses and other allowances. The Group also reimburses the
Directors and senior management for expenses which are
necessarily and reasonably incurred in relation to the Group's
operations or in the course of discharging their duties to the
Group. The Remuneration Committee regularly reviews and
determines the remuneration packages of the Directors and the
senior management, taking into account factors including,
salaries payable by comparable companies, employment
conditions, responsibilities and the individual performance of
the Directors and senior management.

INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVE IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ANY
ASSOCIATED CORPORATION

As at 31 December 2019, the interests or short positions of
each of the Directors and the chief executive of the Company
in the shares, underlying shares and debentures of the
Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (Chapter 571
of the laws of Hong Kong) (the “SFO"), which were (a) required
to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which they were taken or deemed to have
under such provisions of the SFO); or (b) required to be
recorded in the register required to be kept under section 352
of the SFO; or (c) as otherwise notified to the Company and the
Stock Exchange pursuant to rules 5.46 to 5.67 of the GEM
Listing Rules, were as follows:
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Percentage of
issued share

Number of capital of
Nature of interest/ ordinary shares the Company
Name of Director Holding capacity held (Note 1)
HARAT
EBITRAE
WE L
EEpnE ERME BREH g EREE (BfFEE1)
Mr. Wong Kwok Wai, Albert Interest of a controlled corporation 600,000,000 (L) 75%
(Notes 2, 3)
mEESLE RIEGHEEE R 600,000,000 &% 15 (L) 75%
(MIsE2 ~ 3)
Notes: B -
1. As at the date of this annual report, the Company’s issued ordinary share 1. RAFEREAH  ARABNEDBITEBRRAS

capital was HK$8,000,000 divided into 800,000,000 Shares of HK$0.01 each.

2. Three Gates Investment Limited (“Three Gates Investment”), a company
incorporated in the British Virgin Islands on 15 August 2016 is wholly and
beneficially owned by Mr. Wong, who is the chairman and an executive
director of the Company. Therefore, Mr. Wong is deemed to be interested in
600,000,000 Shares held by Three Gates Investment by virtue of the SFO.

3. The letter “L" denotes the person’s long position in the Shares.

Except as disclosed above, as at 31 December 2019, none of
the Directors or the chief executive of the Company had any
other interests or short positions in the shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO), which
were required to be recorded in the register kept by the
Company pursuant to section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange according to
rules 5.46 to 5.67 of the GEM Listing Rules.

8,000,000 % T * % /43 800,000,000 % & fi% [E {£.0.01
IR

2. Three Gates Investment Limited ([ Three Gates
Investment)) Z— RN =T —"F/\A+HALE
BRAZBESFMERIOHDE - ARRAREFRNT
EEFAETEERAER At BREFFRHE
&0 - 5= % E AR A % B Three Gates Investment
% 600,000,000 % A% 17 B #E 25 ©

3. FE L] EZALRED P EFE -
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN THE SHARES
AND UNDERLYING SHARES OF THE COMPANY

To the best knowledge of the Directors, as at 31 December
2019, the following persons or corporations (other than the
Directors and the chief executive of the Company) who had
interests and/or short positions in the shares or underlying
shares of the Company which would be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO, or which were recorded in the register required to

FERRAEAQXFARG REBERS S
HERERAR

BEEHMAM RZE—NF+ZA=1+—
H - UTFTATSHER(RRRESEREELT
A BRI AR R BB s AR RE A 1D o R
BREFESMAEEFHEXNVIHE2RINT
BRBETFARARKBLAZTL LIPS EGIE
336 IEMEAFENECMAER K%
BT :

be kept under section 336 of the SFO were as follows:

Name of Substantial
Shareholder

FERREB

Nature of interest/
Holding capacity

EEME BRED

Percentage of
issued share

Three Gates Investment

Gold-Face Finance Limited

BRI BER AT

Upbest Credit and Mortgage
Limited
EREEMRBERRAR]

Good Foundation Company
Limited
FEBRAR

Beneficial owner

EmAA

Person having a security
interest in Shares
BEROERHAL

Person having a security
interest in Shares

HAKRDESHAL

Person having a security
interest in Shares

BABRMDERAL
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Number of capital of

ordinary shares the Company

held (Note 1)

HAQRE BT

RAEANBE DL

FREEBEREE (PF=E1)

600,000,000 (L) 75%
(Notes 2, 3)
600,000,000 A& %15 (L)
(BsE2 - 3)

400,000,000 (L) 50%
(Notes 3, 4, 5)
400,000,000 Az A% {7 (L)
(M¥zE3 -4+ 5)

400,000,000 (L) 50%
(Notes 3, 4, b)
400,000,000 A& A% 17 (L)
(HIzE3 -4+ 5)

400,000,000 (L) 50%

(Notes 3, 4, 5)
400,000,000 &A% 17 (L)
(Pfiz¥3 -4+ 5)
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Percentage of
issued share

Number of capital of

Name of Substantial Nature of interest/ ordinary shares the Company

Shareholder Holding capacity held (Note 1)

HAARE BT

BREANBE D

FERRER ERtE BREH FrsEBEREE (PfFEE1)

Upbest Strategic Company Person having a security 400,000,000 (L) 50%
Limited interest in Shares (Notes 3, 4, 5)
ERRBEAERRAA BEHEROERWAL 400,000,000 A& A& 17 (L)
(H3E3+-4+5)

Upbest Financial Holdings Person having a security 400,000,000 (L) 50%
Limited interest in Shares (Notes 3, 4, b)
BEROERHAL 400,000,000 A& A 17 (L)
(Mz¥3-4+5)

Upbest Group Limited Person having a security 400,000,000 (L) 50%

interest in Shares

EREEARAA HERMERNALT
Notes:
1. As at the date of this annual report, the Company’s issued ordinary share

capital was HK$8,000,000 divided into 800,000,000 Shares of HK$0.01 each.

2. Three Gates Investment is wholly and beneficially owned by Mr. Wong, who is
the chairman and an executive Director of the Company. Therefore, Mr. Wong
is deemed to be interested in 600,000,000 Shares held by Three Gates
Investment by virtue of his 100% shareholding interest in Three Gates
Investment.

3. 400,000,000 Shares held by Three Gates Investment have been charged in
favour of Gold-Face Finance Limited (“Gold-Face") as security for a loan
granted in favour of Mr. Wong Kwok Wai, Albert, the chairman, chief executive
officer, executive director and controlling shareholder of the Company.

(Notes 3, 4, 5)
400,000,000 & f% 15 (L)
(ffiz¥3 -4+ 5)

Pifet -

1. RAFEREAY  ARANBHITEBBRBRAS
8,000,000% 7T * % /800,000,000 A% &F % [E & 0.01
BRI -

2. Three Gates Investment B A AR EFHRITEEH
EEZEERER - At SEERRABBBIE
Three Gates Investment 100% % # ## 74 Three
Gates Investment FT#5 600,000,000 A% % 1 A #E 2= ©

3. Three Gates Investment AT#§ 400,000,000 f& A% 1 £
BERTFYRABERIBGR]D)  UEARA
AER  THRAE  RTEERIERBRREZRE L
EREREREER -
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4. As Gold-Face is wholly-owned by Upbest Credit and Mortgage Limited, which
in turn is wholly-owned by Upbest Strategic Company Limited and Good
Foundation Company Limited in equal parts, which in turn are both wholly-
owned by Upbest Financial Holdings Limited, which in turn is wholly-owned by
Upbest Group Limited, Upbest Credit and Mortgage Limited, Upbest Strategic
Company Limited, Good Foundation Company Limited, Upbest Financial
Holdings Limited and Upbest Group Limited are all deemed to be interested in
the security interest in the 400,000,000 Shares charged in favour of Gold-Face
by virtue of the SFO.

5. The letter “L" denotes the person’s long position in the Shares.

Except as disclosed above, as at 31 December 2019, the
Directors are not aware of any interests and short positions
owned by any other parties, other than a Director or the chief
executive of the Company who held interests or short positions
in the shares and the underlying shares of the Company, which
were required to be recorded under the provisions of Divisions
2 and 3 of Part XV of the SFO, or, who was interested, directly
or indirectly, in 10% or more of the nominal value of any class
of share capital carrying rights to vote in all circumstances at
general meetings of the Company.
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SHARE OPTION SCHEME

Eligible participants may be granted share options in line with
the Share Option Scheme. The following is a summary of the
major terms of the Share Option Scheme:

(a)

(b)

(c)

Purpose

The purpose of the Share Option Scheme is to attract and
retain the best available personnel of the Group, to provide
additional incentive for employees working full-time and
part-time as well as other eligible personnel under the
Share Option Scheme and to promote the success of the
business of the Group.

Eligible participants

Eligible participants under the Share Option Scheme
include (i) any full-time and part-time employee of any
member of the Group; (ii) any consultant or adviser of any
member of the Group; (iii) any director (including
executive, non-executive or independent non-executive
directors) of any member of the Group; (iv) any substantial
shareholder of any member of the Group; and (v) any
distributor, contractor, supplier, agent, customer, business
partner or service provider of any member of the Group.

Subscription price

The subscription price shall be determined solely by the
Board and notified to a participant of the Share Option
Scheme and shall be at least the higher of: (i) the closing
price of the Shares as stated in the Stock Exchange's daily
guotations sheet on the date of grant of the option, which
must be a business day; (ii) the average of the closing
prices of the Shares as stated in the Stock Exchange’s
daily quotation sheets for the five business days
immediately preceding the date of grant of the option; and
(iii) the nominal value of a Share on the date of grant of
the option, provided that in the event of fractional prices,
the subscription price per Share shall be rounded upwards
to the nearest whole cent.

fBRESE

BERZEERREBRE SR REBEK
T o AT RRBAER 82 T B IGRRBE

(a)

(b)

(c)
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(d)

(e)

(f)

gE (B)

Time of exercise of options

An option may be exercised in accordance with the terms
of the Share Option Scheme at any time during a period
as the Board may determine which shall not exceed 10
years from the date of grant subject to the provisions of
early termination thereof.

Grant of options

An offer for the grant of options shall remain open for
acceptance for a period of seven days, including the day in
which the offer was made. The amount payable by the
grantee of an option to the Company on acceptance of the
offer for the grant of the option is HK$1.0.

Maximum number of shares available for
subscription

()  The aggregate number of shares which may be
issued upon exercise of all outstanding options
granted and yet to be exercised under the Share
Option Scheme and any other share option schemes
of the Company must not exceed 30% of the Shares
in issue from time to time. No options may be
granted under the share option schemes of the
Company if this will result in the limit being
exceeded.

(i) Subject to sub-paragraphs (iii) and (iv) below, the
maximum number of Shares issuable upon the
exercise of all options to be granted under the Share
Option Scheme and any other share option schemes
of the Company as from the date of adoption of the
Share Option Scheme (excluding, for this purpose,
Shares insurable upon the exercise of options which
have been granted but have lapsed in accordance
with the Share Option Scheme or any other share
option schemes of the Company) must not in
aggregate exceed 10% of all the Shares in issue
upon the Listing Date.
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(i) The 10% limit as mentioned in sub-paragraph (ii)
above may be refreshed at any time by approval of
the Shareholders in a general meeting, provided that
the total number of Shares which may be issued
upon exercise of all options to be granted under the
Share Option Scheme and any other share option
schemes of the Company (including those
outstanding, cancelled or lapsed in accordance with
the terms of the Share Option Scheme and other
share option schemes of the Company) will not be
counted for the purpose of calculating the limit as
“refreshed”. A circular must be sent to the
Shareholders containing the information as required
pursuant to the relevant GEM Listing Rules.

(iv) Subject to sub-paragraph (i) above, the Company
may seek separate approval from the Shareholders
in general meeting for granting any option under the
Share Option Scheme beyond the 10% limit under
sub-paragraph (ii) and (iii) above, provided that the
options under the Share Option Scheme in excess of
the limit are granted only to participants specifically
identified by the Company before such approval is
sought. In such event, the Company must send a
circular to the Shareholders containing a generic
description of the specified persons who may be
granted and the purpose of granting such options to
the specified persons with an explanation of how the
terms of the options will serve the purpose and all
other information required under the GEM Listing
Rules.

Maximum entitlement of each participant

The total number of shares issued and to be issued upon
the exercise of the options granted to each participant
(including both exercised and outstanding options) under
the Share Option Scheme or any other option schemes of
the Company in any 12-month period must not exceed 1%
of the total number of shares of the Company in issue,
unless approved by the Shareholders in the manner
stipulated in the Share Option Scheme.
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(h) Duration of the Share Option Scheme

The Share Option Scheme will remain in force for a period
of ten years commencing from the date on which the
scheme is adopted and will expire on 24 November 2027.

(i) Termination of the Share Option Scheme

The Company, by resolution in general meeting or the
Board may at any time terminate the operation of the
Share Option Scheme and in such event no further options
of the Share Option Scheme will be offered. However,
those options granted prior to such termination shall
continue to be valid and exercisable in accordance with
the previous provisions of the Share Option Scheme.

No Share option has been granted since the adoption of the
Share Option Scheme.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

During the year ended 31 December 2019, no Director or
connected entity of a Director had any material interest, either
directly or indirectly, in any transactions, arrangements or
contracts of significance to the business of the Group, to which
the Company or any of its subsidiaries was a party.

DIRECTORS’ AND CONTROLLING SHAREHOLDERS’
INTERESTS IN COMPETING BUSINESSES

The Directors and the controlling shareholders of the Company
have confirmed that for the year ended 31 December 2019 and
up to the date of this annual report, none of the Directors,
controlling Shareholders or any of their respective close
associates (as defined in the GEM Listing Rules) engaged in
any businesses that compete or may compete with the
business of the Group, or had any other conflict of interest with
the Group.
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On 24 November 2017, each of Mr. Wong Kwok Wai, Albert
and Three Gates Investment, being the controlling
Shareholders, entered into a non-competition undertaking in
favour of the Company, details of which were set out in the
section headed “Relationship with our Controlling Shareholders
— Non-competition Undertaking” in the Prospectus. Such
undertakings have been fully complied with and enforced during
the year ended 31 December 2019 and up to the date of this
annual report.

The Board confirms that as at the date of this annual report, no
other matters are required to be brought to the attention of the
Shareholders and the potential investors.

Further, the independent non-executive Directors confirm that
they have reviewed the enforcement of such undertakings and
conclude that there are no outstanding issues regarding the
undertakings that need to be raised with the Shareholders and
the Company.

SANCTIONS UNDERTAKING

As disclosed in the Prospectus, the Company provided an
undertaking to the Stock Exchange that it would not use the
proceeds from the Share Offer or any funds raised through the
Stock Exchange to finance or facilitate, directly or indirectly,
activities or business with, or for the benefit of, countries that
are sanctions under international sanction laws, or any
sanctioned government, entity or individual.

To ensure its compliance with this undertaking and to further
enhance its risk management, the Group will continue to
evaluate any business opportunities with those countries
sanctioned under international sanction laws and will have
delegated members of the senior management of the Company
review the transaction documents from customers or potential
customers from countries sanctioned under international
sanctions laws.
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INTERESTS OF THE COMPLIANCE ADVISER

In compliance with rule 6A.19 of the GEM Listing Rules, the
Company had appointed Advent Corporate Finance Limited
("Advent"”) to be the compliance adviser. The Company has
been informed by Advent that neither Advent nor its directors
or employees or close associates have, or may have, any
interest in the share capital of the Company or any member of
the Group (including options or right to subscribe for such
securities), which is required to be notified to the Company
pursuant to rule 6A.32 of the GEM Listing Rules, except for the
compliance adviser agreement entered into between the
Company and Advent dated 23 May 2019.

RELATED PARTY TRANSACTIONS

Details of the Group’s related party transactions are set out in
note 30 to the consolidated financial statements of this annual
report.

MANAGEMENT CONTRACTS

For the year ended 31 December 2019, no contracts concerning
the management and administration of the whole or any
substantial part of the business of the Group were entered into
or existed.

SUFFICIENCY OF PUBLIC FLOAT

The Directors confirm that during the year ended 31 December
2019 and up to the date of this annual report, based on the
information that is publicly available to the Company and within
the knowledge of the Directors, the Company has complied
with the minimum public float as required under the GEM
Listing Rules.
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EVENTS AFTER THE YEAR ENDED 31 DECEMBER
2019

In January 2020, the Independent Commission against
Corruption conducted a search of the registered office of the
Company and the Company’s chairman and chief executive
officer was under investigation.

AUDITOR

Ernst & Young was appointed by the Board as the auditor of the
Company. A resolution for the reappointment of Ernst & Young
as the auditor of the Company will be proposed at the
forthcoming annual general meeting.

Shen You Holdings Limited
Wong Kwok Wai, Albert
Chairman, chief executive officer and executive Director

Hong Kong, 31 March 2020
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Independent Auditor’'s Report
VR R (e ey

Ernst & Young TGRSR AT
22/F, CITIC Tower BB
1 Tim Mei Avenue REE1%E

&ﬂ( Central, Hong Kong oS A 2218

To the shareholders of Shen You Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of Shen
You Holdings Limited (the “Company"”) and its subsidiaries (the
“Group”) set out on pages 70 to 182, which comprise the
consolidated statement of financial position as at 31 December
2019, and the consolidated statement of profit or loss, the
consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the
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, except for the effects of the matter described in
the “Basis for qualified opinion” section of our report, 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 Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA") and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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BASIS FOR QUALIFIED OPINION

On 14 January 2020, the Independent Commission against
Corruption (the “ICAC") conducted a search of the registered
office of the Company and the Company’s Chairman and Chief
Executive Officer is under investigation by the ICAC.
Furthermore, pursuant to a press release made by the ICAC on
25 March 2020, two individuals have been charged by the ICAC
for alleged bribery and misconduct in public office and the name
of the Company was associated with the charges. As the ICAC
investigation is ongoing, the information available is very limited
at this stage. We are unable to obtain sufficient and appropriate
audit evidence to evaluate whether the investigation may have
any impact on the operations and the financial positions of the
Group.

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs") issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor's responsibilities for the audit of the consolidated
financial statements section of our report. We are independent
of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our qualified
opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, 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 statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters. For each matter below, our description of
how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks
of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide
the basis for our audit opinion on the accompanying
consolidated financial statements.

In addition to the matter described in the “Basis for qualified
opinion” section, we have determined the matters described
below to be the key audit matters to be communicated in our
report.
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KEY AUDIT MATTERS (Continued)

Key audit matter

HREREE

REEREE (R

How our audit addressed the key audit matter

ELEBRTREBRRELRERNG X

Impairment of trade and other receivables

FEW XX 5 5k TR R B A Y 55 R el 1

As at 31 December 2019, balance of trade
receivables amounted to HK$10,404,000 which was
material to the Group, after making impairment loss
of HK$205,000. And furthermore, an impairment
provision of HK$3,604,000 has been provided for
other receivables.
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The calculation of the expected credit losses
("ECLs") for trade and other receivables, including
the assessment of the historical observed default
rates and forecast economic conditions, involves
significant management judgements and estimates.
Specific factors which management would consider
include the ageing of the balances, existence of
disputes, past collection history, credit
enhancements held by the Group and other available
information related to the forecast economic
conditions. The management also engaged an
independent external valuer to assess the fair value
of the credit enhancement held by the Group. The
amount of ECLs is sensitive to changes in
circumstances and forecast economic conditions.
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We assessed the Group's credit control policy and
tested controls over the Group's collection
processes.
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We obtained direct external confirmations from
counterparties for a sample of selected receivable
balances.
EEOMCHERKFIBEREABHF INEERE
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For provision of ECLs on trade receivables, we have
recalculated the provision matrix of ECLs to ensure
mathematic accuracy. We evaluated the assumptions
used in the ECL model by (1) reviewing the credit
terms and historical payment patterns of different
categories of customers to assess the grouping of
customer segments; (2) examining the underlying data
used in the model by checking the corresponding
ageing and historical repayment records on a sampling
basis; (3) assessing the forward-looking adjustments
by analysing the deviation between forward-looking
factors and the Group's historical default rates; and (4)
involving our internal valuation specialists to assist us
in evaluating the methodologies used by the
independent external valuer for determining the fair
value of the credit enhancements held by the Group,
and assessing the appropriateness of the market data
used in the assessment.
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KEY AUDIT MATTERS (Continued)

Key audit matter

REELER

HRELEE (A

How our audit addressed the key audit matter

ESEBRTRERRERFENT X

Impairment of trade and other receivables (Continued)
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The significant accounting estimates and disclosures
about the provision for impairment of trade and other
receivables are included in notes 3, 17 and 18 to the
consolidated financial statements.
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Impairment of non-financial assets

FEMEERE

The carrying values of the Group’s property, plant
and equipment as at 31 December 2019 amounted
to HK$6,175,000, after making provisions of
HK$4,637,000. The carrying values of these assets
are reviewed annually by management for potential
indicators of impairment. For assets where such
indicators exist, management engages an
independent external valuer to assist them to
perform detailed impairment review of the
recoverable amount of these non-financial assets.
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We identified the impairment of non-financial assets
as a key audit matter because the assessment
involves a significant degree of management
judgements and estimates in determining the key
assumptions.
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The significant judgements and estimates and
related disclosures on the movements of these non-
financial assets are included in notes 3 and 13 to the
consolidated financial statements.
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We checked bank receipts for settlements of trade
and other receivables made subsequent to the year
end.
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Our audit procedures included, among others,
involving our internal valuation specialists to assist us
in evaluating the methodologies used by the
independent external valuer for determining the
recoverable amount, and assessing the discount rate
and market data used in the assessment of the
recoverable amount of the non- financial assets.
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We also examined the underlying data used such as
management projection on the future revenues and
operating results by comparing with the financial
performance of each cash-generating unit (“CGU")
during the year 2019 and examining the business
development plans and historical annual growth of
each CGU to evaluate the growth rate of each CGU
used in the projection.
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OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated
financial statements and our auditor’s report thereon.

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

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

RESPONSIBILITIES OF THE DIRECTORS 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 HKFRSs issued by the
HKICPA and the disclosure requirements of the Hong Kong
Companies Ordinance, and for such internal control as the
directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors
of the Company 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 of the Company either
intend to liquidate the Group or to cease operations or have no
realistic alternative but to do so.

The directors of the Company are assisted by the Audit

Committee in discharging their responsibilities for overseeing
the Group’s financial reporting process.
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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. Our
report is made solely to you ,as a body, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

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

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

o 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.

o 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.

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.
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Independent Auditor’'s Report (Continued)

B B Em RS ()

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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

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

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

We communicate with the Audit Committee 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 (Continued)

BN A RS ()

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.

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

The engagement partner on the audit resulting in this
independent auditor’s report is Hui Kin Fai Stephen.

Ernst & Young

Certified Public Accountants
Hong Kong

31 March 2020
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Consolidated Statement of Profit or Loss

] — N\ /
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Year ended 31 December 2019 #HZ=—F—NF+_H=1+—HIFZF

Notes
KtaE
REVENUE 2= 5
Cost of sales SHE KA
Gross profit EF
Other income and gains HA WA Rt 5
Selling and distribution expenses  $H5& K7 85 52
Administrative expenses ITEFEX
Impairment losses on S REEREEEFE
financial assets, net 6
Other expenses HFA
Finance costs BhE R AR 7
LOSS BEFORE TAX MRBLATE 1B 6
Income tax (expense)/credit Fis# (FAxX) / e 10
LOSS FOR THE YEAR 2EEHE

ATTRIBUTABLE TO OWNERS OF B R#HE AEM
THE PARENT

LOSS PER SHARE ATTRIBUTABLE BAREBEZIFEA
TO ORDINARY EQUITY BiEERER
HOLDERS OF THE PARENT 12

Basic and diluted (expressed in HK  EL7S [z #58 (LA G ROBNLFITR)
cents per share)
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2019
—g-hE
HK$'000
FHx

58,746

(47,416)

11,330

2,039
(7,393)
(13,508)
(3.103)

(4,709)
(1,313)

(16,657)

(2,562)

(WEPAL)

(19,219)

2018
—E-)N\F
HK$'000
FHET
64,510

(51,232)

13,278
2,037
(7,579)
(16,456)
(499)

(2,301)
(886)

(12,406)

1,551

(10,855)

(10,855)

(1.36)



Consolidated Statement of Comprehensive Income
e EHEIMAR

Year ended 31 December 2019 #HZE_—ZT—NF+_-A=1+—HILFE

2019
—g-hE
HK$'000
FHx

LOSS FOR THE YEAR 2FEEE (19,219)

OTHER COMPREHENSIVE LOSS Hft2HER

Other comprehensive loss that REBHE e EHDIES
may be reclassified to profit or BamEME2EERE :
loss in subsequent periods:

Exchange differences on translation #E /G EFEHIE H =58
of foreign operations (1,415)

OTHER COMPREHENSIVE LOSS 2§ Ht2HEEE @ S HBRHE
FOR THE YEAR, NET OF TAX (1,415)

TOTAL COMPREHENSIVE LOSS 2 &2 HEEHEEE
FOR THE YEAR (20,634)

ATTRIBUTABLE TO OWNERS OF &R R#HE AEML
THE PARENT (20,634)

2018
—F-N\F
HK$'000
FET

(10,855)

(3,838)

(3.838)

(14,693)

(14,693)
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Consolidated Statement of Financial Position
e BB AR R

31 December 2019 —ZE— N F+—_A=+—H

2019
—ZE-hEF
Notes HK$’000
k23 FHET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Y - RE R 13
Right-of-use assets ERREE 14
Financial asset at fair value through ZA A EEF AR ([RALE
profit or loss (“FVPL") FFABRDNEREE 15
Prepayments, other receivables and Bt FRIE - E ith fE U 3008 &
other assets HEfh&E 18
Deferred tax assets RIEFIH & B 23
Total non-current assets EMBEELE
CURRENT ASSETS RENEE
Inventories 7E 16 11,382
Trade receivables JEZZ 55808 17 10,404
Prepayments, other receivables TARNFRIE - A EUERIE
and other assets Hih&EE 18 4,821
Tax recoverable EIqEE R =
Cash and cash equivalents ReRAEEEY 19 34,531
Total current assets MENEEREA 61,138
CURRENT LIABILITIES REEE
Trade payables eI 5 50R 20 5,199
Other payables and accruals HtERE ke ER 21 4,696
Interest-bearing bank borrowings 5 ERITHERK 22 19,967
Lease liabilities HESE 14 2,155
Tax payable FE I8 1,135
Total current liabilities mENBEREE 33,152
NET CURRENT ASSETS REEEFEE 27,986
TOTAL ASSETS LESS CURRENT B E#EBRRBERE

LIABILITIES

SHEN YOU HOLDINGS LIMITED / 2019 ANNUAL REPORT

46,341

2018

— S
HK$'000
THT

10,685

4,632

B,
2,648

23,936

14,761
17,441

5,426
129
30,938

68,695

5,122
6,729
15,217

1,234

28,302

40,393

64,329



Consolidated Statement of Financial Position (Continued)
A BRI R (B8)

31 December 2019 —ZE— N F+—-A=+—H

2019
—E-hEF
Notes HK$'000
KtaE FBT
NON-CURRENT LIABILITIES FREBAE
Lease liabilities HEAE 14
Other payables and accruals Hin BN RIERETER 21
Total non-current liabilities EmB B EERE
Net assets BEFE
EQUITY =
Share capital f% 72 24 8,000
Reserves Ekes 25 34,472
Total equity G GG 42,472
Wong Kwok Wai, Albert Chan Yiu Tung, Enoch
EEE FRIBR
Director Director
EF o

2018

— A
HK$'000
AT

1,223

1,223

63,106

8,000
55,106

63,106
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Consolidated Statement of Changes in Equity

—H= N\ 7
S T / ~ /l\l:l/l\ %j] i%
I\\/

Year ended 31 December 2019 #HZ=—F—NF+_H=1+—HIFZF

Statutory Exchange
Share Share Merger surplus fluctuation ~ Accumulated Total
capital premium reserve reserve reserve losses equity
ETE i)
s RADEE it iG] BEEE RENEE ZitEE Enig
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL THEL THEL T Titn Titn TEL
(note 24) (note 25) (note 25) (note 25)
(Hst24)  (Bft2e)  (Wd2s)  (WiaE2s)
. _________________________________________________________________________________________________________________|
At 1 January 2018 RZZE-\E-A—H 8,000 57,751 (1,000 5,670 11,290 (3,912) 77,7199
Loss for the year 2EER - - - - - (10,855) (10,855)
Other comprehensive loss 2EHMEEEAE
for the year:
Exchange differences on REEINEBHELZE
translation of foreign
operations - - — = (3,838 - (3,838)
Total comprehensive loss 2EREHBAE
for the year - - = = (3,838) (10,855) (14,693)
At 31 December 2018 RZE-N\E+-A=1+—AH 8,000 57,751 (1,000) 5,670 7,452 (14,767) 63,106
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Consolidated Statement of Changes in Equity (Continued)
ReakmEER (8

Year ended 31 December 2019

At 31 December 2019

RZE-NETZA=1-H

Loss for the year 2ERR

Other comprehensive loss for the year: 2 EEMAEER :
Exchange differences on BEBNEBNELZS
translation of
foreign operations

Total comprehensive loss LEREFRER

for the year

At 31 December 2019

RZE-NE+ZA=+-H

* These reserve accounts comprise the consolidated reserves of HK$34,472,000 @ ZEREREOER-_ZE-—AFE+-_A=+—HH
(2018: HK$55,106,000) in the consolidated statement of financial position as at SA BRI R NS F#34,472,0008 T (=2

31 December 2019.

Share
capital

R
HK$'000
TEn
(note 24)
(Hit2e)

8,000

8,000

BE_E-NEFEF_H="1—HIEFE

Share
premium

R %RE
HK$'000

TEn
(note 25)
(Hit25)

57,151

57,751*

Statutory Exchange
Merger surplus  fluctuation  Accumulated
reserve reserve reserve losses
EE EX
AftaeE ERRE RBRE 2ithR
HK$'000 HK$'000 HK$'000 HKS$'000
TiEn TiEn TR TiEx
(note 25) (note 25)
(HZ25) (HZ25)

(1,000) (14,767)

(19,219)

(1,415)

(1,415) (19,219)

(1,000)* 6,037* (33,986)*

—/\£ : 55,106,000/ 7T) °

Total
equity

BREH

HK$'000
FiEn

63,106

(19,219)

(1,415)

(20,634)

42412
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Consolidated Statement of Cash Flows

meRRTRER

Year ended 31 December 2019

BE_E—NFEF+_H="1—HILFE

CASH FLOWS FROM OPERATING
ACTIVITIES
Loss before tax
Adjustments for:
Finance costs
Interest income
Fair value gains, net:
Financial asset at FVPL

Depreciation
Recognition of prepaid lease
payments for buildings
Depreciation of right-of-use assets
Losses on disposal of items
of property, plant and equipment
Impairment of trade and
other receivables
Impairment of non-financial assets

RETBHRERERE

BRI R 1R

AR

BE A

UBSUON

N EIREFEE
BASER AREN
THMEE

e

EREFRNEEHIA

EREEENE
HEME - BELRERE
ZEE
&SR 5 R TA )

H it fE M FORRE
FEREERE

Notes
BiaE
(16,657)
7 1,313
5 (214)
5 (110)
13 955
18 -
14 1,684
6 18
17,18
13,18

Decrease/(increase) in inventories
Decrease in trade receivables
(Increase)/decrease in prepayments,
other receivables and other assets
Increase/(decrease) in trade payables
Decrease in other payables
and accruals

R,/ ()

R 32 5 B3R

T 308 - KA R R
H AR CEM), R

R3S R I (D)

HoAth FEAS 0B 2 e FT B AR

Cash generated from/(used in) operations
Interest received

Hong Kong profits tax refunded/(paid)
PRC taxes paid

rems/ (FRR)ERE
BEHAE

BRE (B BEENGEH
2R EHIA

Net cash flows from/(used in)
operating activities

RETBE TS
Reme s

(Fr )

CASH FLOWS FROM INVESTING
ACTIVITIES

Purchases of items of property,
plant and equipment

Addition to prepaid lease payments
for buildings

Proceeds from disposal of items of
property, plant and equipment

Decrease in pledged deposits

Loans to a vendor

Interest received from loans to a vendor

Repayment of loans to a vendor

REZHMERTRE
BEWE  BENIREHE
TR HEEFRIAE

HEME  BELREERE
PS50R
ERE R D

[7) {7 & K

IA) {1 8 2 B R 2 R B
B B & 5K

Net cash flows from/(used in) investing
activities

KREEES,(FTA)
BEmeE FH

SHEN YOU HOLDINGS LIMITED / 2019 ANNUAL REPORT

2018
—E-N\F
HK$'000
FET

(12,406)

886
(12)

(158)
668

486

603

499
913

(8,521)
(5,423)
6,289

6,816
(3,863)

(8,905)
(13,607)
12

(988)
(21)

(14,604)



Consolidated Statement of Cash Flows (Continued)

,\\/\ fE/\/ \/ZI\-_EEE%(“

Year ended 31 December 2019

)

BE_E-NEFEF_H="1—HIEFE

Notes
BraE

Net cash flows from/(used in) KERIEEESE(FTA)

operating and investing activities HemEF58
CASH FLOWS FROM FINANCING RMETHMERERE

ACTIVITIES
New bank loans FILIRITER 31(b) 46,462
Repayments of bank loans 1a1%‘fﬁﬁf$ 31(b) (46,646)
Principal portion of lease payments HERBERN ARSI D 14 (1,021)
Interest paid [EENEAESS (1,313)
Net cash flows used in financing MEENFRAEREERE

activities et (2,518)
NET DECREASE IN CASH AND HeRBESEEYRDBE

CASH EQUIVALENTS (1,304)
Cash and cash equivalents at FHReRREEEY

beginning of year 30,938
Effect of foreign exchange rate [EREBH 7 EFE

changes, net 37
CASH AND CASH EQUIVALENTS FERESRRASEEY

AT END OF YEAR 29,597
ANALYSIS OF BALANCES OF CASH RERBSEEBYER 2D

AND CASH EQUIVALENTS
Cash and bank balances RE RIRTTHER 19 34,531
Cash and cash equivalents as stated in ~ %I| A4r & BIFEAK LR 2

the consolidated statement of ReRBESEEY

financial position
Bank overdraft RITEX 22
Cash and cash equivalents FIAGRERERER

as stated in the consolidated LR RREEEY

statement of cash flows

2018
—N\F

HK$'000

TET

(17,967)

49,240
(56,650)

(886)
(8,296)

(26,263)
57,920

(719)

30,938

30,938

30,938

30,938
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31 December 2019

Notes to Financial Statements
iSRRI 5T

—F-AFt=A=1—A

CORPORATE AND GROUP INFORMATION

The Company was incorporated as an exempted company
with limited liability in the Cayman Islands under the
Companies Law (as revised) of the Cayman Islands on 18
August 2016. The registered office address of the
Company is Clifton House, 75 Fort Street, P.O. Box 1350,
Grand Cayman KY1-1108, Cayman Islands.

The Company is an investment holding company. During
the year, the Company’'s subsidiaries were principally
engaged in the manufacture and trading of sewing threads
and broad categories of garment accessories.

In the opinion of the directors, the ultimate holding
company of the Group is Three Gates Investment Limited,
which was incorporated in the British Virgin Islands
(“BVI") with limited liability and is controlled by Mr. Wong
Kwok Wai, Albert (“Mr. Wong”).

As at the date of this report, the Company has direct and
indirect interests in its subsidiaries, all of which are private
limited liability companies (or, if incorporated outside Hong
Kong, have substantially similar characteristics to a private
company incorporated in Hong Kong), the particulars of
which are set out below:

Place of

Nominal value of

1.

RAREEER

ARARRZZE—RNENATN\BIRE
RERESARNA(KE EREHES
MK AEREER AR c AAH
/70 9% = BE Hb ik 4 Clifton House, 75
Fort Street, P.O. Box 1350, Grand
Cayman KY1-1108, Cayman Islands °

AARAREERAT - KD AN B
NEVE N EBHEED BN ERE
BAEERES -

EERAAEERKKIZER AR A Three
Gates Investment Limited = 3R B
ERRE([EBELEE ) MK
MBERAR @ AERELE(ELE])
P o

RAREBE  ARAREAENER
AINEEKEEES  ZENBAA
HRMEBR A A (N EBIRINT
AL - RIHER R BB MK LE T
EREZ KBRS R) - B850
s ¢

Percentage of
equity attributable

incorporation/ issued ordinary/ to the Company
registration paid-up/registered FRARGRBEDL
Name and operations share capital Direct Indirect Principal activities
AL R BRILE/
£8 RE B/ EMRAEE HE i FEEK
Strat Tech Holdings Limited BVI US$1 100% - Investment holding
RBEXES (E REER
Shen You (China) Limited Hong Kong HK$10,000,000 100% - Investment holding
BRE(RE)ERAFE BE 10,000,0007% 7 REER
Tseyu International Trading Hong Kong HK$5,000,000 - 100% Trading of sewing threads
Company Limited and broad categories of
(“Tseyu") garment accessories
ERERESERAR & 5,000,000 7T BARMZ EREEE
0 25

SHEN YOU HOLDINGS LIMITED / 2019 ANNUAL REPORT



Notes to Financial Statements (Continued)

MR T (8)

31 December 2019

—F-AFt=A=1—A

1. CORPORATE AND GROUP INFORMATION

1. QXAREEEHA)

(Continued)
Percentage of
Place of Nominal value of eﬁ:f:eazt;::u:‘ble
incorporation/ issued ordinary/ sy
registration paid-up/registered FRARGREEDL o o
Name and operations share capital Direct Indirect Principal activities
HEMRL, BRITLE/
g RE B EmEAEE HE BiE FEXEHK
Newchamp Industries Limited Hong Kong HK$30,000,000 - 100% Trading of sewing threads
(“Newchamp”)
MPEEEBRAA BB 30,000,000 77T BARES
([#eps&])

Cheerful Keen Limited BVI US$1 - 100% Trading of sewing threads
and broad categories
of garment accessories

BEERERAA REBRZES 1%L BASANEEREEE
B5

Clolab International Limited Hong Kong HK$10,000 - 100% Fashion design and trading
of garment accessories

MRABRER LD E B 10,000 7T BB RRERENE S

Guangzhou Xinhua Thread People's Republic of HK$56,250,000 - 100% Manufacture and trading of

Company Limited* China (the “PRC")/ sewing threads and
(“Guangzhou Xinhua") Mainland China broad categories of
garment accessories

BNFEREAR AR FE AR LT 56,250,000 75 7T AN EREEE

(TEMHZE]) ([E]),/ & HERES
A3,
HERSEME(EB)BRAR*  PRC/Mainland China HK$5,000,000 _ 100% Investment holding
(“Shen You Chenxin”)
RERSCE(LDE)BRAR  RE/HENM 5,000,000 % 7T RE R
([RFERE])

MMNFRREER AT PRC/Mainland China RMB500,000 = 100%  Trading of sewing threads
and broad categories of
garment accessories

HB B A AKH#500,0007T BARAS EREE R
25
@ Registered as wholly-foreign-owned enterprises under PRC law. = REFBEEFMAIINEBERE -
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31 December 2019

—F-AFt=A=1—A

2.1 BASIS OF PREPARATION

These consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs") (which include all Hong
Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs"”) and Interpretations)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA"), accounting principles generally
accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention, except for
financial asset at FVPL which has been measured at fair
value. These financial statements are presented in Hong
Kong dollars and all values are rounded to the nearest
thousand except when otherwise indicated.

In January 2020, the ICAC conducted a search of the
registered office of the Company and the Company’s
chairman and chief executive officer was under
investigation (the “Investigation”) with no prosecution
issued by the ICAC up to the date of approval of these
consolidated financial statements.

In the opinion of the directors of the Group, the
Investigation does not have material impact to these
financial statements.

SHEN YOU HOLDINGS LIMITED / 2019 ANNUAL REPORT
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Notes to Financial Statements (Continued)
RSB R EE (8)
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Notes to Financial Statements (Continued)
SRR MR (48)
31 December 2019 —ZE—h#E+-—A=+—H

2.1 BASIS OF PREPARATION (Continued) 2.1 REEE(E)

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year
ended 31 December 2019. A subsidiary is an entity
(including a structured entity), directly or indirectly,
controlled by the Company. Control is achieved when the
Group is exposed, or has rights, to variable returns from
its involvement with the investee and has the ability to
affect those returns through its power over the investee
(i.e., existing rights that give the Group the current ability
to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in
assessing whether it has power over an investee,
including:

(@) the contractual arrangement with the other vote
holders of the investee;

(b) rights arising from other contractual arrangements;
and

(c) the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries
are consolidated from the date on which the Group
obtains control, and continue to be consolidated until the
date that such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this
results in the non-controlling interests having a deficit
balance. All intra-group assets and liabilities, equity,
income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.
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2.1 BASIS OF PREPARATION (Continued)

Basis of consolidation (Continued)

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
described above. A change in the ownership interest of a
subsidiary, without a loss of control, is accounted for as an
equity transaction.

If the Group loses control over a subsidiary, it
derecognises (i) the assets (including goodwill) and
liabilities of the subsidiary, (i) the carrying amount of any
non-controlling interest and (iii) the cumulative translation
differences recorded in equity; and recognises (i) the fair
value of the consideration received, (ii) the fair value of
any investment retained and (iii) any resulting surplus or
deficit in profit or loss. The Group’s share of components
previously recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or
liabilities.
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2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES

The Group has adopted the following new and revised
HKFRSs for the first time for the current year’'s financial
statements.

Prepayment Features with
Negative Compensation
Leases

Amendments to
HKFRS 9
HKFRS 16

Amendments to Plan Amendment, Curtailment

HKAS 19 or Settlement
Amendments to Long-term Interests in Associates
HKAS 28 and Joint Ventures
HK(IFRIC)-Int 23 Uncertainty over Income Tax

Treatments

Amendments to HKFRS 3,
HKFRS 11, HKAS 12 and
HKAS 23

Annual Improvements to
HKFRSs 2015-2017 Cycle

Other than as explained below regarding the impact of
HKFRS 16, the adoption of the above new and revised
standards has had no significant financial effect on the
financial statements of the Group.

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease,
HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)-
Int 27 Evaluating the Substance of Transactions Involving the
Legal Form of a Lease. The standard sets out the principles
for the recognition, measurement, presentation and
disclosure of leases and requires lessees to account for all
leases under a single on-balance sheet model to recognise
and measure right-of-use assets and lease liabilities, except
for certain recognition exemptions. Lessor accounting under
HKFRS 16 is substantially unchanged from HKAS 17. Lessors
continue to classify leases as either operating or finance
leases using similar principles as in HKAS 17.
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2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (Continued)

For a sublease arrangement, the classification of the
sublease is made by reference to the right-of-use asset
arising from the head lease, instead of by reference to the
underlying asset.

HKFRS 16 did not have any significant impact on leases
where the Group is the lessor.

The Group has adopted HKFRS 16 using the modified
retrospective method with the date of initial application of
1 January 2019. Under this method, the standard has
been applied retrospectively with the cumulative effect of
initial adoption recognised as an adjustment to the
opening balance of retained profits at 1 January 2019, and
the comparative information for 2018 was not restated
and continued to be reported under HKAS 17 and related
interpretations.

New definition of a lease

Under HKFRS 16, a contract is, or contains, a lease if the
contract conveys a right to control the use of an identified
asset for a period of time in exchange for consideration.
Control is conveyed where the customer has both the
right to obtain substantially all of the economic benefits
from use of the identified asset and the right to direct the
use of the identified asset. The Group elected to use the
transition practical expedient allowing the standard to be
applied only to contracts that were previously identified as
leases applying HKAS 17 and HK(IFRIC)- Int 4 at the date
of initial application. Contracts that were not identified as
leases under HKAS 17 and HK(IFRIC)-Int 4 were not
reassessed. Therefore, the definition of a lease under
HKFRS 16 has been applied only to contracts entered into
or changed on or after 1 January 2019.
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2.2 CHANGES IN ACCOUNTING POLICIES AND 22 SHBEREEEEE (F)

DISCLOSURES (Continued)

As a lessee — Leases previously classified as operating

ERERBEAN — ERIDBEARKERE

leases NAEE
Nature of the effect of adoption of HKFRS 16 RNE B KEREENFE165HEF
"E

The Group has lease contracts for various items of
property and other equipment. As a lessee, the Group
previously classified leases as either finance leases or
operating leases based on the assessment of whether the
lease transferred substantially all the rewards and risks of
ownership of assets to the Group. Under HKFRS 16, the
Group applies a single approach to recognise and measure
right-of-use assets and lease liabilities for all leases,
except for two elective exemptions for leases of low-value
assets (elected on a lease-by-lease basis) and leases with
a lease term of 12 months or less (“short-term leases”)
(elected by class of underlying asset). Instead of
recognising rental expenses under operating leases on a
straight-line basis over the lease term commencing from 1
January 2019, the Group recognises depreciation (and
impairment, if any) of the right-of-use assets and interest
accrued on the outstanding lease liabilities (as finance
costs).

Impact on transition

Lease liabilities at 1 January 2019 were recognised based
on the present value of the remaining lease payments,
discounted using the incremental borrowing rate at 1
January 2019. The right-of-use assets were measured at
the amount of the lease liability, adjusted by the amount
of any prepaid or accrued lease payments relating to the
lease recognised in the statement of financial position
immediately before 1 January 2019.
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Notes to Financial Statements (Continued)
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31 December 2019 =—ZF—NWF+=-H=4—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

As a lessee — Leases previously classified as operating
leases (continued)

All these assets were assessed for any impairment based
on HKAS 36 on that date. The Group elected to present
the lease liabilities and right-of-use assets separately in
the statement of financial position.

The Group has used the following elective practical
expedients when applying HKFRS 16 at 1 January 2019:

° Applying the short-term lease exemptions to leases
with a lease term that ends within 12 months from
the date of initial application

° Using hindsight in determining the lease term where
the contract contains options to extend/terminate
the lease

Financial impact at 1 January 2019

The impact arising from the adoption of HKFRS 16 at 1
January 2019 was as follows:

22 SFBERRKEZE (H)

EREBEAN — ERI2BEAKERE
HEE (&)

BEZSEENZAREEEGTE
A1 36 S MERDREE TR - A&
BEERMBEARKRTEBZ7HE

BENMEREEE -
R-ZZ-—NE—-A—-BERTBMK

;l:

=z —
REXER|FE 1657 - NEBDERT
TR EREE A

o HHEMRNYIAERBMEFTT=
BEANGERNEERREHEE
e

s MENBEER RIEENE
2 AIRFRETHY

REZB-NF-A-—BNUBXE

R-FE—NF—A—BRKBT LU
HREEE16REENTZEMD ¢

Increase/
(decrease)
#hn,
(R 2)
HK$'000
FHT
Assets BE
Increase in right-of-use assets {FEREEEEN 5,992
Decrease in prepayments, other receivables TERTFRIE ~ Hofth R U SRIE R EoAh,
and other assets BERD (1,608)
Increase in total assets BEREE N 4,384
Liabilities aE
Increase in lease liabilities HEAEEM 5,827
Decrease in other payables and accruals H b FE AR08 I FE AT & R R A (1,443)
Increase in total liabilities B EEREEM 4,384
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2.2 CHANGES IN ACCOUNTING POLICIES AND 22 SHHERBESE (&)
DISCLOSURES (Continued)

Financial impact at 1 January 2019 (continued) R-ZSEBE—hWhEFE—BF—BHNBKEE
(,E)
The lease liabilities as at 1 January 2019 reconciled to the R-ZE—-—hE—A—BWNHEEaREA
operating lease commitments as at 31 December 2018 RZE—N\EFE+_A=+—HHL=E
are as follows: MEREHRNAT :
HK$'000
FHET
Operating lease commitments RZE—NF+=ZA=+—HW
as at 31 December 2018 REHERE 8,501
Less: Commitments relating to short-term B R HEEE R T IEE
leases and those leases with RZZE—NF+=A
a remaining lease term ended =+—HzZHI&ER
on or before 31 December 2019 Wz EHE R RE (1,863)
6,638
Weighted average incremental borrowing rate RZZE—-NF—A—BamEF3
as at 1 January 2019 1 2 & R =R 4.75%
Discounted operating lease commitments and RZZE—NF—H—BmaRLE
lease liabilities as at 1 January 2019 MEAELREESER 5,827
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Notes to Financial Statements (Continued)
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised
HKFRSs that have been issued but are not yet effective,
in these financial statements.

Amendments to Definition of a Business’
HKFRS 3
Amendments to HKFRS 9, Interest Rate Benchmark Reform’

HKAS 39 and HKFRS 7

Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 (2011) between an Investor and
its Associate or Joint Venture*

HKFRS 17 Insurance Contracts’
Amendments to HKAS 1 Definition of Materiall

and HKAS 8
Amendments to HKAS 1 Classification of Liabilities as

Current or Non-current®

L Effective for annual periods beginning on or after 1 January 2020

2 Effective for annual periods beginning on or after 1 January 2021
8 Effective for annual periods beginning on or after 1 January 2022
ks No mandatory effective date yet determined but available for adoption

The Group expects that the adoption of the above new
and revised standards will have no significant impact on
these financial statements.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FTESTHHERBE

POLICIES
Business combinations and goodwiill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the
sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the Group
to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of
the acquiree. For each business combination, the Group
elects whether to measure the non-controlling interests in
the acquiree that are present ownership interests and
entitle their holders to a proportionate share of net assets
in the event of liquidation at fair value or at the
proportionate share of the acquiree’s identifiable net
assets. All other components of non-controlling interests
are measured at fair value. Acquisition-related costs are
expensed as incurred.

When the Group acquires a business, it assesses the
financial assets and liabilities assumed for appropriate
classification and designation in accordance with the
contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts of
the acquiree.

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or loss is
recognised in profit or loss.
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Notes to Financial Statements (Continued)

B e ()
31 December 2019 —ZF—hF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Business combinations and goodwill (Continued)

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability
is measured at fair value with changes in fair value
recognised in profit or loss. Contingent consideration that
is classified as equity is not remeasured and subsequent
settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of
the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value
of the Group’s previously held equity interests in the
acquiree over the identifiable net assets acquired and
liabilities assumed. If the sum of this consideration and
other items is lower than the fair value of the net assets
acquired, the difference is, after reassessment,
recognised in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or
changes in circumstances indicate that the carrying value
may be impaired. The Group performs its annual
impairment test of goodwill as at 31 December. For the
purpose of impairment testing, goodwill acquired in a
business combination is, from the acquisition date,
allocated to each of the Group’s cash-generating units, or
groups of cash-generating units, that are expected to
benefit from the synergies of the combination, irrespective
of whether other assets or liabilities of the Group are
assigned to those units or groups of units.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)
Business combinations and goodwill (Continued)

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the
recoverable amount of the cash-generating unit (group of
cash-generating units) is less than the carrying amount, an
impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent
period.

Where goodwill has been allocated to a cash-generating
unit (or group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in
the carrying amount of the operation when determining
the gain or loss on the disposal. Goodwill disposed of in
these circumstances is measured based on the relative
value of the operation disposed of and the portion of the
cash-generating unit retained.

Fair value measurement

The Group measures its financial asset at FVPL at fair
value at the end of each reporting period. 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. The fair value
measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes
place either in the principal market for the asset or liability,
or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible by
the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants
would use when pricing the asset or liability, assuming
that market participants act in their economic best
interest.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Fair value measurement (Continued)

The Group uses valuation techniques that are appropriate
in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value
measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in
active markets for identical assets or
liabilities

Level2 — based on valuation techniques for which

the lowest level input that is significant to
the fair value measurement is observable,
either directly or indirectly

Level 3 — based on valuation techniques for which
the lowest level input that is significant to
the fair value measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the
lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting
period.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)
Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, deferred tax assets and financial assets), the
asset’s recoverable amount is estimated. An asset's
recoverable amount is the higher of the asset’'s or cash-
generating unit's value in use and its fair value less costs
of disposal, and is determined for an individual asset,
unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups
of assets, in which case the recoverable amount is
determined for the cash-generating unit to which the
asset belongs.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. 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. An impairment loss is charged to profit or loss in
the period in which it arises in those expense categories
consistent with the function of the impaired asset.

An assessment is made at the end of each reporting
period as to whether there is an indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the
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impairment loss of an asset other than goodwill is EZEBAEWE BN GTE ST
reversed only if there has been a change in the estimates AR - BB ENESRNERRBE

used to determine the recoverable amount of that asset,
but not to an amount higher than the carrying amount that
would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for
the asset in prior years. A reversal of such an impairment
loss is credited to the statement of profit or loss in the
period in which it arises.
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Notes to Financial Statements (Continued)

MR T (8)

31 December 2019 —ZE—NFE+-_H=1—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Related parties

A party is considered to be related to the Group if:

(@) the party is a person or a close member of that
person’s family and that person

(i) has control or joint control over the Group;

(i) bhas significant influence over the Group; or

(iii)  is a member of the key management personnel
of the Group or of a parent of the Group;

or

(b) the party is an entity where any of the following
conditions applies:

() the entity and the Group are members of the
same group;

(i) one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(i) the entity and the Group are joint ventures of
the same third party;

(iv) one entity is a joint venture of a third entity and
the other entity is an associate of the third
entity;

(v)  the entity is a post-employment benefit plan for
the benefit of employees of either the Group or

an entity related to the Group;

(vi) the entity is controlled or jointly controlled by a
person identified in (a);
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Notes to Financial Statements (Continued)
SRR MR (48)
31 December 2019 —ZFE—hF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESTHEME (&)

POLICIES (Continued)
Related parties (Continued)
(b)  (Continued)

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

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

Property, plant and equipment and depreciation

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

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs
and maintenance, is normally charged to the statement of
profit or loss in the period in which it is incurred. In
situations where the recognition criteria are satisfied, the
expenditure for a major inspection is capitalised in the
carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are
required to be replaced at intervals, the Group recognises
such parts as individual assets with specific useful lives
and depreciates them accordingly.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Property, plant and equipment and depreciation
(Continued)

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful
life. The principal annual rates used for this purpose are as
follows:

10% to 20%

20% to 30%

Over the shorter of

the lease terms and 20%
20% to 30%

Production machinery
Office equipment
Leasehold improvements

Vehicles

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each
part is depreciated separately. Residual values, useful lives
and the depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in the statement of
profit or loss in the year the asset is derecognised is the
difference between the net sales proceeds and the
carrying amount of the relevant asset.

Construction in progress represents plants and machinery
under construction, which are stated at cost less any
impairment losses, and are not depreciated. Cost
comprises the direct costs of construction. Construction in
progress is reclassified to the appropriate category of
property, plant and equipment when completed and ready
for use.
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Notes to Financial Statements (Continued)
SRR MR (48)
31 December 2019 —ZFE—hF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)
Leases (applicable from 1 January 2019)

The Group assesses at contract inception whether a
contract is, or contains, a lease. 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.

Group as a lessee

The Group applies a single recognition and measurement
approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease
liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

(a) Right-of-use assets

Right-of-use assets are recognised at the
commencement date of the lease (that is the date
the underlying asset is available for use). Right-of-
use assets are measured at cost, less any
accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the
amount of lease liabilities recognised, initial direct
costs incurred, and lease payments made at or
before the commencement date less any lease
incentives received. Right-of-use assets are
depreciated on a straight-line basis over the shorter
of the lease terms and the estimated useful lives of
the assets as follows:

Buildings 2 to 4 and a half years
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Notes to Financial Statements (Continued)
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31 December 2019 —ZF—hF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leases (applicable from 1 January 2019)
(Continued)

Group as a lessee (Continued)
(b) Lease liabilities

Lease liabilities are recognised at the commencement
date of the lease at the present value of lease
payments to be made over the lease term. The lease
payments include fixed payments (including in-
substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an
index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments
also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and
payments of penalties for termination of a lease, if the
lease term reflects the Group exercising the option to
terminate. The variable lease payments that do not
depend on an index or a rate are recognised as an
expense in the period in which the event or condition
that triggers the payment occurs.

In calculating the present value of lease payments,
the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate
implicit in the lease is not readily determinable. After
the commencement date, the amount of lease
liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made.
In addition, the carrying amount of lease liabilities is
remeasured if there is a modification, a change in the
lease term, a change in lease payments (e.g., a
change to future lease payments resulting from a
change in an index or rate) or a change in
assessment of an option to purchase the underlying
asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)

Leases (applicable from 1 January 2019) HE(B=ZE—hF—HA—HEHEHR)
(Continued) (%&)
Group as a lessee (Continued) REEEAEBA (E)

(c) Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to its short-term leases of machinery and
equipment (that is those leases 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 leases of low-
value assets to leases of office equipment that are
considered to be of low value.

Lease payments on short-term leases and leases of
low-value assets are recognised as an expense on a
straight-line basis over the lease term.
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Group as a lessor AEBEAEBEA
When the Group acts as a lessor, it classifies at lease WASEEEHEA IEREAER
inception (or when there is a lease modification) each of HE (S NMER TR ER ) B E KB E

its leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially
all the risks and rewards incidental to ownership of an
asset are classified as operating leases. \When a contract
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contains lease and non-lease components, the Group HRE D AIANEBIZBE B LEE
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Rental income is accounted for on a straight-line basis jilﬁi\ﬁ‘“ I Mt AR R R NI
over the lease terms and is included in revenue in the me NEERTHKEHEREARN

statement of profit or loss due to its operating nature.
Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the
leased asset and recognised over the lease term on the
same basis as rental income. Contingent rents are
recognised as revenue in the period in which they are
earned.
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Notes to Financial Statements (Continued)
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Leases (applicable from 1 January 2019)
(Continued)

Group as a lessor (Continued)

When the Group is an intermediate lessor, a sublease is
classified as a finance lease or operating lease with
reference to the right-of-use asset arising from the head
lease. If the head lease is a short-term lease to which the
Group applies the on-balance sheet recognition
exemption, the Group classifies the sublease as an
operating lease.

Leases (applicable before 1 January 2019)

Leases that transfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal title,
are accounted for as finance leases. At the inception of a
finance lease, the cost of the leased asset is capitalised at
the present value of the minimum lease payments and
recorded together with the obligation, excluding the
interest element, to reflect the purchase and financing.
Assets held under capitalised finance leases, including
prepaid land lease payments under finance leases, are
included in property, plant and equipment, and depreciated
over the shorter of the lease terms and the estimated
useful lives of the assets. The finance costs of such
leases are charged to the statement of profit or loss so as
to provide a constant periodic rate of charge over the
lease terms.

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases, but
are depreciated over their estimated useful lives.
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Notes to Financial Statements (Continued)
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31 December 2019 —ZFE—hF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESTHEME (&)

POLICIES (Continued)

Leases (applicable before 1 January 2019)
(Continued)

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor,
assets leased by the Group under operating leases are
included in non-current assets, and rentals receivable
under the operating leases are credited to the statement
of profit or loss on the straight-line basis over the lease
terms. Where the Group is the lessee, rentals payable
under operating leases net of any incentives received from
the lessor are charged to the statement of profit or loss on
the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms.
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Notes to Financial Statements (Continued)
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value
through other comprehensive income, and fair value
through profit or loss. The Group’s financial assets include
trade receivables, financial assets included in
prepayments, other receivables and other assets, a
financial asset at FVPL and cash and cash equivalents.

The classification of financial assets at initial recognition
depends on the financial asset’'s contractual cash flow
characteristics and the Group’'s business model for
managing them. With the exception of trade receivables
that do not contain a significant financing component or
for which the Group has applied the practical expedient of
not adjusting the effect of a significant financing
component, the Group initially measures a financial asset
at its fair value, plus in the case of a financial asset not at
fair value through profit or loss, transaction costs. Trade
receivables that do not contain a significant financing
component or for which the Group has applied the
practical expedient are measured at the transaction price
determined under HKFRS 15 in accordance with the
policies set out for “Revenue recognition” below.

In order for a financial asset to be classified and measured
at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows
that are solely payments of principal and interest (“SPPI")
on the principal amount outstanding. Financial assets with
cash flows that are not SPPI are classified and measured
at fair value through profit or loss, irrespective of the
business model.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)
Investments and other financial assets (Continued)
Initial recognition and measurement (Continued)

The Group’s business model for managing financial assets
refers to how it manages its financial assets in order to
generate cash flows. The business model determines
whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both. Financial
assets classified and measured at amortised cost are held
within a business model with the objective to hold
financial assets in order to collect contractual cash flows,
while financial assets classified and measured at fair value
through other comprehensive income are held within a
business model with the objective of both holding to
collect contractual cash flows and selling. Financial assets
which are not held within the aforementioned business
models are classified and measured at fair value through
profit or loss.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset. Regular way
purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period
generally established by regulation or convention in the
marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends
on their classification as follows:

Financial assets at amortised cost

Financial assets at amortised cost are subsequently
measured using the effective interest method and are
subject to impairment. Gains and losses are recognised in
the statement of profit or loss when the asset is
derecognised, modified or impaired.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)

Investments and other financial assets (Continued)
Subsequent measurement (Continued)

Financial assets at FVPL

Financial assets at fair value through profit or loss are
carried in the statement of financial position at fair value
with net changes in fair value recognised in the statement
of profit or loss.

This category includes a life insurance policy which the
Group had not irrevocably elected to classify at fair value
through other comprehensive income.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Group's
consolidated statement of financial position) when:

o the rights to receive cash flows from the asset have
expired; or

° the Group has transferred its rights to receive cash
flows from the asset or has assumed an obligation to
pay the received cash flows in full without material
delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred
substantially all the risks and rewards of the asset, or
(b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset,
but has transferred control of the asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)
Investments and other financial assets (Continued)
Derecognition of financial assets (Continued)

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has
retained the risk and rewards of ownership of the asset.
When it has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred
control of the asset, the Group continues to recognise the
transferred asset to the extent of the Group’s continuing
involvement. In that case, the Group also recognises an
associated liability. The transferred asset and the
associated liability are measured on a basis that reflects
the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required
to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit
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losses (“ECLs") for all debt instruments not held at fair RAENESIAEREHEEEE(E
value through profit or loss. ECLs are based on the H{EEEE | BE B EEERE D

difference between the contractual cash flows due in
accordance with the contract and all the cash flows that
the Group expects to receive, discounted at an
approximation of the original effective interest rate. The
expected cash flows will include cash flows from the sale
of collateral held or other credit enhancements that are
integral to the contractual terms.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Impairment of financial assets (Continued)
General approach

ECLs are recognised in two stages. For credit exposures
for which there has not been a significant increase in
credit risk since initial recognition, ECLs are provided for
credit losses that result from default events that are
possible within the next 12 months (a 12-month ECL). For
those credit exposures for which there has been a
significant increase in credit risk since initial recognition, a
loss allowance is required for credit losses expected over
the remaining life of the exposure, irrespective of the
timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the
credit risk on a financial instrument has increased
significantly since initial recognition. When making the
assessment, 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 and
considers reasonable and supportable information that is
available without undue cost or effort, including historical
and forward-looking information.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Impairment of financial assets (Continued)
General approach (Continued)

The Group considers a financial asset in default when
contractual payments are 365 days past due. However, in
certain cases, the Group may also consider a financial
asset to be in default when internal or external information
indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group. A
financial asset is written off when there is no reasonable
expectation of recovering the contractual cash flows.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Impairment of financial assets (Continued)
Simplified approach

For trade receivables and contract assets that do not
contain a significant financing component or when the
Group applies the practical expedient of not adjusting the
effect of a significant financing component, the Group
applies the simplified approach in calculating ECLs. Under
the simplified approach, the Group does not track changes
in credit risk, but instead recognises a loss allowance
based on lifetime ECLs at each reporting date. The Group
has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic
environment.

For trade receivables and contract assets that contain a
significant financing component and lease receivables, the
Group chooses as its accounting policy to adopt the
simplified approach in calculating ECLs with policies as
described above.

Financial liabilities

Initial recognition and measurement

The Group's financial liabilities are classified, at initial
recognition, as loans and borrowings or payables, as

appropriate.

All financial liabilities are recognised initially at fair value
and net of directly attributable transaction costs.

The Group's financial liabilities include trade payables,
financial liabilities included in other payables and accruals,
interest-bearing bank borrowings and lease liabilities.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)
Financial liabilities (Continued)
Subsequent measurement

The subsequent measurement of financial liabilities
depends on their classification as follows:

Financial liabilities at amortised cost (loans and
borrowings)

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised cost,
using the effective interest rate method unless the effect
of discounting would be immaterial, in which case they
are stated at cost. Gains and losses are recognised in
profit or loss when the liabilities are derecognised as well
as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The
effective interest rate amortisation is included in finance
costs in the statement of profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified,
such an exchange or modification is treated as a
derecognition of the original liability and a recognition of a
new liability, and the difference between the respective
carrying amounts is recognised in the statement of profit
or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Offsetting of financial instruments

Financial assets and financial liabilities are offset and the
net amount is reported in the statement of financial
position if there is a currently enforceable legal right to
offset the recognised amounts and there is an intention to
settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the weighted
average basis and, in the case of work in progress and
finished goods, comprises direct materials, direct labour
and an appropriate proportion of overheads. Net realisable
value is based on estimated selling prices less any
estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid
investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally
within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral part
of the Group's cash management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on
hand and at banks, including term deposits, and assets
similar in nature to cash, which are not restricted as to
use.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)
Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the
amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of
the reporting period, taking into consideration
interpretations and practices prevailing in the countries/
jurisdictions in which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

o when the deferred tax liability arises from the initial
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the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and
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the temporary differences will not reverse in the
foreseeable future.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Income tax (Continued)

Deferred tax assets are recognised for all deductible
temporary differences, and the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable
profit will be available against which the deductible
temporary differences, the carryforward of unused tax
credits and unused tax losses can be utilised, except:

o when the deferred tax asset relating to the
deductible temporary differences arises from the
initial recognition of an asset or liability in a
transaction that is not a business combination and, at
the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences
associated with investments in subsidiaries, deferred
tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse
in the foreseeable future and taxable profit will be
available against which the temporary differences
can be utilised.

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 profit
will be available to allow all or part of the deferred tax
asset to be utilised. Unrecognised deferred tax assets are
reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that
sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax
rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)
Income tax (Continued)

Deferred tax assets and deferred tax liabilities are offset if
and only if the Group has a legally enforceable right to set
off current tax assets and current tax liabilities and the
deferred tax assets and deferred tax liabilities relate to
income taxes levied by the same taxation authority on
either the same taxable entity or different taxable entities
which intend either to settle current tax liabilities and
assets on a net basis, or to realise the assets and settle
the liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities or
assets are expected to be settled or recovered.
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Revenue recognition Wz R
Revenue from contracts with customers REEFEHH WG

Revenue from contracts with customers is recognised
when control of goods or services is transferred to the
customers at an amount that reflects the consideration to
which the Group expects to be entitled in exchange for
those goods or services.

When the consideration in a contract includes a variable
amount, the amount of consideration is estimated to
which the Group will be entitled in exchange for
transferring the goods or services to the customer. The
variable consideration is estimated at contract inception
and constrained until it is highly probable that a significant
revenue reversal in the amount of cumulative revenue
recognised will not occur when the associated uncertainty
with the variable consideration is subsequently resolved.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Revenue recognition (Continued)
Revenue from contracts with customers (Continued)

When the contract contains a financing component which
provides the customer with a significant benefit of
financing the transfer of goods or services to the customer
for more than one year, revenue is measured at the
present value of the amount receivable, discounted using
the discount rate that would be reflected in a separate
financing transaction between the Group and the
customer at contract inception. When the contract
contains a financing component which provides the Group
a significant financial benefit for more than one year,
revenue recognised under the contract includes the
interest expense accreted on the contract liability under
the effective interest method. For a contract where the
period between the payment by the customer and the
transfer of the promised goods or services is one year or
less, the transaction price is not adjusted for the effects of
a significant financing component, using the practical
expedient in HKFRS 15.

Sale of industrial products

Revenue from the sale of industrial products is recognised
at the point in time when control of the asset is
transferred to the customer, generally on delivery of the
industrial products.

Revenue from other sources

Rental income is recognised on a time proportion basis
over the lease terms.

Other income

Interest income is recognised on an accrual basis using
the effective interest method by applying the rate that
exactly discounts the estimated future cash receipts over
the expected life of the financial instrument or a shorter
period, when appropriate, to the net carrying amount of
the financial asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)
Contract liabilities

A contract liability is recognised when the payment is
received or a payment is due (whichever is earlier) from a
customer before the Group transfers the related goods or
services. Contract liabilities are recognised as revenue
when the Group performs under the contract (i.e.,
transfers control of the related goods or services to the
customer).

Employee benefits
Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for those employees who are eligible to
participate in the MPF Scheme. Contributions are made
based on a percentage of the employees’ basic salaries
and are charged to profit or loss as they become payable
in accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from those
of the Group in an independently administered fund. The
Group's employer contributions vest fully with the
employees when contributed into the MPF Scheme.

The employees of the Group's subsidiaries which operate
in Mainland China are required to participate in a central
pension scheme operated by the local municipal
government. These subsidiaries are required to contribute
a certain percentage of their payroll costs to the central
pension scheme. The contributions are charged to profit
or loss as they become payable in accordance with the
rules of the central pension scheme.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Borrowing costs

Borrowing costs are expensed in the period in which they
are incurred. Borrowing costs consist of interest and other
costs that the Group incurs in connection with the
borrowing of funds.

Dividends

Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting.

Interim dividends are simultaneously proposed and
declared, because the Company’'s memorandum and
articles of association grant the directors the authority to
declare interim dividends. Consequently, interim dividends
are recognised immediately as a liability when they are
proposed and declared.

Share-based payments

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Employees (including directors) of the Group
receive remuneration in the form of share-based
payments, whereby employees render services as
consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees for
grants after 7 November 2002 is measured by reference
to the fair value at the date at which they are granted.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)
Share-based payments (Continued)

The cost of equity-settled transactions is recognised in
employee benefit expense, together with a corresponding
increase in equity, over the period in which the
performance and/or service conditions are fulfilled. The
cumulative expense recognised for equity-settled
transactions at the end of each reporting period until the
vesting date reflects the extent to which the vesting
period has expired and the Group's best estimate of the
number of equity instruments that will ultimately vest. The
charge or credit to the statement of profit or loss for a
period represents the movement in the cumulative
expense recognised as at the beginning and end of that
period.

Service and non-market performance conditions are not
taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions being
met is assessed as part of the Group's best estimate of
the number of equity instruments that will ultimately vest.
Market performance conditions are reflected within the
grant date fair value. Any other conditions attached to an
award, but without an associated service requirement, are
considered to be non-vesting conditions. Non-vesting
conditions are reflected in the fair value of an award and
lead to an immediate expensing of an award unless there
are also service and/or performance conditions.

For awards that do not ultimately vest because non-
market performance and/or service conditions have not
been met, no expense is recognised. Where awards
include a market or non-vesting condition, the transactions
are treated as vesting irrespective of whether the market
or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Share-based payments (Continued)

Where the terms of an equity-settled award are modified,
as a minimum an expense is recognised as if the terms
had not been modified, if the original terms of the award
are met. In addition, an expense is recognised for any
modification that increases the total fair value of the share-
based payments, or is otherwise beneficial to the
employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as
if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. This includes any award where non-vesting
conditions within the control of either the Group or the
employee are not met. However, if a new award is
substituted for the cancelled award, and is designated as
a replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a
modification of the original award, as described in the
previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per
share.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESHBEBRE (&)

POLICIES (Continued)
Foreign currencies

These financial statements are presented in HK$, which is
the Company’'s functional currency. Each entity in the
Group determines its own functional currency and items
included in the financial statements of each entity are
measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are
initially recorded using their respective functional currency
rates prevailing at the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies are
translated at the functional currency rates of exchange
ruling at the end of the reporting period. Differences
arising on settlement or translation of monetary items are
recognised in the statement of profit or loss.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the
date when the fair value was measured. The gain or loss
arising on translation of a non-monetary item measured at
fair value is treated in line with the recognition of the gain
or loss on change in fair value of the item (i.e., translation
difference on the item whose fair value gain or loss is
recognised in other comprehensive income or profit or
loss is also recognised in other comprehensive income or
profit or loss, respectively).

In determining the exchange rate on initial recognition of
the related asset, expense or income on the derecognition
of a non-monetary asset or non-monetary liability relating
to an advance consideration, the date of initial transaction
is the date on which the Group initially recognises the
non-monetary asset or non-monetary liability arising from
the advance consideration. If there are multiple payments
or receipts in advance, the Group determines the
transaction date for each payment or receipt of the
advance consideration.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Foreign currencies (Continued)

The functional currencies of certain overseas subsidiaries
are currencies other than HK$. As at the end of the
reporting period, the assets and liabilities of these entities
are translated into HK$ at the exchange rates prevailing at
the end of the reporting period and their statements of
profit or loss are translated into HK$ at the weighted
average exchange rates for the year.

The resulting exchange differences are recognised in
other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign
operation, the component of other comprehensive income
relating to that particular foreign operation is recognised in
the statement of profit or loss.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are
translated into HK$ at the exchange rates ruling at the
dates of the cash flows. Frequently recurring cash flows
of overseas subsidiaries which arise throughout the year
are translated into HK$ at the weighted average exchange
rates for the year.
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3.

—F-NF+ZA=1—H

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the Group's financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and their
accompanying disclosures, and the disclosure of
contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that could require
a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart
from those involving estimations, which have the most
significant effect on the amounts recognised in the
financial statements:

Property lease classification — Group as lessor

The Group has entered into a sublease arrangement as
lessor on certain buildings. The Group has determined,
based on an evaluation of the terms and conditions of the
arrangements, such as the lease term not constituting a
major part of the economic life of the leasehold land and
the present value of the minimum lease payments not
amounting to substantially all the fair value of the
leasehold land, that it retains substantially all the
significant risks and rewards incidental to ownership of
the leasehold land which are leased out and accounts for
the contracts as operating leases.

3.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (Continued)

Estimation uncertainty

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

Provision for expected credit losses on trade and other
receivables

The Group uses a provision matrix to calculate ECLs for
trade receivables. The provision rates are based on days
past due for groupings of various customer segments that
have similar loss patterns (i.e., by geography and customer

type).

An impairment analysis for other receivables is performed
at each reporting date by considering the probability of
default and expected credit losses are estimated by
applying a loss rate approach with reference to the
historical loss record of the Group.

The provision matrix for trade receivables and expected
credit loss rate for other receivables are initially based on
the Group's historical observed default rates. The Group
will calibrate the matrix and expected credit loss rate to
adjust the historical credit loss experience with forward-
looking information. For instance, if forecast economic
conditions (i.e., gross domestic product) are expected to
deteriorate over the next year which can lead to an
increased number of defaults in the manufacturing sector,
the historical default rates are adjusted. At each reporting
date, the historical observed default rates are updated and
changes in the forward-looking estimates are analysed.

The assessment of the correlation among historical
observed default rates, forecast economic conditions and
ECLs is a significant estimate. The amount of ECLs is
sensitive to changes in circumstances and forecast
economic conditions. The Group's historical credit loss
experience and forecast of economic conditions may also
not be representative of a customer’s actual default in the
future. The information about the ECLs on the Group’s
trade receivables and other receivables is disclosed in
notes 17 and 18 to the financial statements, respectively.
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3.

—F-NF+ZA=1—H

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (Continued)

Estimation uncertainty (Continued)
Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate
implicit in a lease, and therefore, it uses an incremental
borrowing rate (“IBR") to measure lease liabilities. The
IBR is the rate of interest that the Group would have to
pay to borrow over a similar term, and with a similar
security, the funds necessary to obtain an asset of a
similar value to the right-of-use asset in a similar economic
environment. The IBR therefore reflects what the Group
“would have to pay"”, which requires estimation when no
observable rates are available (such as for subsidiaries that
do not enter into financing transactions) or when it needs
to be adjusted to reflect the terms and conditions of the
lease (for example, when leases are not in the subsidiary’s
functional currency). The Group estimates the IBR using
observable inputs (such as market interest rates) when
available and is required to make certain entity-specific
estimates (such as the subsidiary’'s stand-alone credit
rating).

Impairment of non-financial assets

The Group assesses whether there are any indicators of
impairment for all non-financial assets (including the right-
of-use assets) at the end of each reporting period. Non-
financial assets are tested for impairment when there are
indicators that the carrying amounts may not be
recoverable. Impairment exists when the carrying value of
an asset or a cash-generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs of
disposal and its value in use. The calculation of the fair
value less costs of disposal is based on available data from
binding sales transactions in an arm’s length transaction of
similar assets or observable market prices less
incremental costs for disposing of the asset. When value
in use calculations are undertaken, management must
estimate the expected future cash flows from the asset or
cash-generating unit by applying key assumptions such as
growth rate and gross profit margin and choose a suitable
discount rate in order to calculate the present value of
those cash flows. Further details are contained in note 13
to the financial statements.

3.

EXREFHE R A (&)

fhEt T EEREE (&)
HE — AFHEEERAIR

AEEEZESBETHETR SN
T RApEEREEERME(HE
ERARDFAEHERE - BEEN
MR 7N Sk B AR BB IR B sLEL
GHEEMEEEBEMEONEENR
R A RABUERREAFTTE
MM AMOFNE - Qi - BELE
BN R A RRAEE [HA ] &R
o 1 S 3 ] ER 5N R A] R R A
(WA E|ET LB E R Z B R R M
) REMNRBETARARRBEER
Rk M R (AN E T E W FEAR B 2
A BE BRI AL ) - RIZAS A =4
HEE - B RBREARE (TS
R)AHERE  AEESEAERE
ABUBMAFHE 8B AR - WAED
ETERBEMG (WHBARNES
EER)

FEMEERE

AEBRSREBRTEBEIES R
BE(RRBREAEEE) RS HIBEM
BEDR - EEeBREERNETRAT
BREE A e E AW B ERRBE - &
EXRCELEVANREERSER
Y @458 (A QR E R H & Ak A B2 4E
BEMENESE)R @ AIFERE -
EARERDEKAR - RAAFE
RGHEEFJBUEEETRALORNE
ERXFGHASEIE - KA BRMER
HEEEMNEEXNARFL - FTE2FH
BER BEENERAEZEK (W
BEEREMNER)FHFAREEESRS
ELEBNMNERARRBESRE - Wik
BAEMEBIRE  UFEZEHRER
EMNRE - E—THBIRPBRE
BsE13 -

REZRERAE /2019 &

123



Notes to Financial Statements (Continued)

M5 ERR It (4

31 December 2019 —ZE—NF+—_H=+—H

3.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (Continued)

Estimation uncertainty (Continued)
Deferred tax assets

Deferred tax assets are recognised for certain deductible
temporary differences and unused tax losses to the extent
that it is probable that future taxable profit will be available
against which the deductible temporary differences or
unused tax losses can be utilised. Significant management
judgement is required to determine the amount of
deferred tax assets that can be recognised, based upon
the likely timing and level of future taxable profits together
with future tax planning strategies. Further details are
contained in note 23 to the financial statements.

OPERATING SEGMENT INFORMATION

The Group is principally engaged in the manufacture and
trading of high performance sewing threads and broad
categories of garment accessories. For management
purposes, the Group operates in one business unit and
has one reportable operating segment, which is the thread
segment that manufactures and sells sewing threads and
garment accessories. Accordingly, no further operating
segment information is presented.

Geographical information

(a) Revenue from external customers

EXREF R A (8)

fhst A RERE (&)
EEBREE

BEMEEERE TR ERZ
ERABAREEETUARER BT
B AT RE G AN PR B AR B0 ) B LA K 88 AT
MRER=BRASEHBEBENS
MTFUER  EXEEEHEER
O R 3R FE =R A v K1) 9 AT B BF R 22 HE
KR SR AR UL 5T 8 2R BE SR E B FERR
MIECEHRBEESRE - #E—SFEH
R EmERMIFE23 -

HAl

REDRER
AEEETERERERADRNSHR
KHHEERED - IEEANMS -
AEBRE—EEFEMTHER —@E
EMKEDE - NEEMHERD R
KREEF A D8 o Fih I # 2
WEED B EAMERY

ith & & ¥

(a) REMBEFHYE

Mainland China == ElvNpi)
Overseas NEZIN
Hong Kong B

2019 2018
—2-hf S
HK$°000 HK$'000
FiBT FHL
32,968 39,056
22,233 21,995
3,545 3,459
58,746 64,510

The revenue information is based on the locations of
the customers.
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4. OPERATING SEGMENT INFORMATION
(Continued)

Geographical information (Continued)

(b) Non-current assets

Mainland China A B A D
Hong Kong BB

RE o AR (&)

HwEER (&)

(b) FRBEE

The non-current asset information is based on the
locations of the assets and excludes deferred tax
assets, a financial asset at FVPL, long-term rental
deposits and loans to a vendor included in the
prepayments, other receivables and other assets.

Information about a major customer

Revenue of approximately HK$18,950,000 (2018:
HK$19,043,000) was derived from sales to a single
customer.

5. REVENUE, OTHER INCOME AND GAINS

An analysis of revenue is as follows:

Revenue from contracts with KERBP A AW =
customers

2019 2018

—ZE-hE —E-)N\F

HK$’000 HK$'000

FEx FAT

11,782

230

12,012
FERBEEEBHNEREEMT

wEly  TERELEHBERE -
BAREFABRENEREE
SEATEM IR - H A EUGRIA &
HppEENRMESRS kAt

FEEFEHR

5 %549 18,950,000 70 (=& — )\ £F :
19,043,000/ 70) 2K B A B8 — R A 8

=
W - HUW AR ER
WEE DT -
2019 2018
—E-NEF —ZF—)N\F
HK$’000 HK$'000
FET FAT

64,510
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5. REVENUE, OTHER INCOME AND GAINS 5. Wi HWA K (E)
(Continued)
Revenue from contracts with customers REEFEHHNWE
(i) Disaggregated revenue information (i) WEFHFER

For the year ended 31 December 2019 Bz ZE-—NF+=-_BA=+—H

IEFE
2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FET FHT
Type of goods EmES
Sale of industrial products HETEEMR 64,510
Geographical markets & i
Mainland China PR B A 39,056
Overseas AN 21,995
Hong Kong BB 3,459
Total revenue from contracts with B & 5 & 481
customers 58,746 64,510
Timing of revenue recognition 52Uk % #Y B RS
Goods transferred at a point in time A E — B 2hEEN S & 58,746 64,510

The following table shows the amounts of revenue
recognised in the current reporting period that were
included in the contract liabilities at the beginning of
the reporting period:

TREHIN A RS HARER K
DT AREENRESHIE
FFABKALRE

2019 2018

—E-hF —E-N\F

HK$°000 HK$'000

FET FHET

Sale of industrial products HET¥EER 39
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S3Z

5. REVENUE, OTHER INCOME AND GAINS 5. Wi - HWA KL (E)
(Continued)
Revenue from contracts with customers REEFEHHNE (1E)
(Continued)
(ii) Performance obligations (i) BITEME

Information about the Group's performance
obligations is summarised below:

Sale of industrial products

The performance obligation is satisfied upon delivery
of the industrial products and payment is generally
due within 30 to 90 days from delivery, except for
certain customers where payment in advance is

required.

Note
Bt et

Other income and gains HAag A R 8

Gross rental income e W ALRRE

Fair value gains, net: NAEG TR

Financial asset at FVPL BAREFTABRRD 15
ERMEE

Exchange gains, net b g 25 F 58

Interest income HMEUA

Others HA

BRI EEET R 0GR
T -

HET¥#ESD

BOEEARRNIEERKE
K M EEE BR300 E
Q0HNEIE  BFEMNFENSET
BEERRIN

2019 2018
—ZE-hE —ET-)N\F
HK$’000 HK$'000
FBT FAT

741

158
1,126
12

2,037
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6.

LOSS BEFORE TAX

The Group's loss before tax is arrived at after charging/
(crediting):

Cost of inventories sold

Depreciation of property, plant
and equipment

Recognition of prepaid lease
payments for buildings

EEFEKA
W BB MRIBITE

HERETIRNEENR

Depreciation of right-of-use assets @)ﬂﬁéﬁ%%ﬁ%

Minimum lease payments under
operating leases

Lease payments not included
in the measurement of
lease liabilities

Auditor’s remuneration

Employee benefit expense
(excluding directors’ and
chief executive’s remuneration
as disclosed in note 8):
\Wages and salaries
Pension scheme contributions
Severance payments

KEMRE 2
EMERIE
WETAHES R
SFEMHERIE

AN
(L

(T RIS
BRENEENK
TR AR FT ) -
TER#S
RARSF SR
ENE

Fair value gains, net:
Financial asset at FVPL

Foreign exchange gains,
net*

Losses on disposal of
items of property, plant and
equipment*

Interest income

Impairment of trade and other
receivables, net

Impairment of non-financial
assets*

NAIEEEFRE
BRAREFAERA
TRIEE
SN I SRR ¢

HEWME - BE MERE
15 B < E51E *

M 2UA

FE W 32 5 708 b A
R Wi R T Rl (B R
JEL BB ERIE

BRBLATES 18
AEBABRFATERE MR, (GTA)
T3IFIE -
2019 2018
—E-NF —)\F
Notes HK$'000 HK$'000
KtaF F&T FHT
51,232
13
668
18
486
14 —
2,019
14 -
1,780
14,926
3,541
234
18,701
15
(158)
(1,126)
603
5 (12)
17,18
499
13,18
913
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6.

LOSS BEFORE TAX (Continued) 6. BR¥ATEE (&)

* The losses and gains are included in “Other expenses” and “Other * EEERESARGAGEERERN [EMRH
income and gains” in the consolidated statement of profit or loss, R TEHMU A RS o
respectively.

FINANCE COSTS 7. ®ERAEK

An analysis of finance costs is as follows: BEKAN ST :

2019
—E-hEF
HK$'000
FTHET
Interest on bank loans and RITERFEREX
overdrafts
Interest expense on lease liabilities FHE & EH 2%
DIRECTORS’ AND CHIEF EXECUTIVE’'S 8. ESBERTBEXRTM

REMUNERATION

Directors’ and chief executive's remuneration for the year,
disclosed pursuant to the Listing Rules, section 383(1)(a),
(b), (c) and (f) of the Hong Kong Companies Ordinance and
Part 2 of the Companies (Disclosure of Information about
Benefits of Directors) Regulation, is as follows:

Fees e

RIEEMARR - FBQREPIFE383(1)
(@ b ROHEERAFR(KREES
MEER)ROIFE2BRENRFEEE

FRITHAAEFBA T

2019
—E-NF
HK$'000
TEx

Other emoluments: Hib i -

Salaries, allowances and e RMEREYEA
benefits in kind

Pension scheme contributions RIS T EIH R

2018
—F-N\F
HK$'000
TET

886

886

2018
—_E—)\F
HK$'000
TAT

885

2,352
88

2,440

320
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8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EERTHAEREM(E)
REMUNERATION (Continued)
(a) Independent non-executive directors: (a) BYFEHITESE:
The fees paid to independent non-executive directors FAZNTELIFENTESZNE
during the year were as follows: o/
2019 2018
—ZE-hF —E-)N\F
HK$'000 HK$'000
FET FATT
Mr. To King Yan, Adam** * **** e SHE SR A o 120
Dr. Yeung Ngai Man, John BREEA 180
Mr. Sung Alfred Lee Ming RIBRRSA 180
Mr. Zhang Guofu****** SR E i xxrnxx 45
525
There were no other emoluments payable to the FERMEENTFEBYIERNTES
independent non-executive directors during the year MEMEES (ZZF—)\F : ) o
(2018: Nil).

130 SHENYOUHOLDINGS LIMITED / 2019 ANNUAL REPORT



Notes to Financial Statements (Continued)

B 5 sz P T (48 )
31 December 2019 =—ZFE—NF+=-H=4—H

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8.
REMUNERATION (Continued)

(b) Executive directors, non-executive directors
and the chief executive:

Fees
ik
HK$'000
THT
2019 —E-NE
Chief executive and THARRYTES
executive director
Mr. Wong BRE
Executive director HITES
Mr. Yu Miaogen* AR *

Non-executive directors FHTES
Mr. Gao Biao*** S ***
Mr. Shi Guixiang** BRI

EERTRARTH (&)

(b) BITES  FkHTESERITH

B

Salaries,
allowances
and benefits
in kind

& 2E
RENER
HK$'000
FH

Pension
scheme Total
contributions remuneration

Bk
TEIf b
HK$'000 HK$'000
THT TEL
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RSB R EE (8)

31 December 2019 —ZE—NF+—_H=+—H

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EERTHAEREM(E)
REMUNERATION (Continued)
(b) Executive directors, non-executive directors (b) BITESE kHTEERITH
and the chief executive: (Continued) wmE . (|E)
Salaries,
allowances Pension
and benefits scheme Total
Fees inkind  contributions  remuneration
o 28 Rike
e REWEF BE s SR
HK$'000 HK$'000 HK$'000 HK$'000
FTiExT TET TET TET
2018 —ZE-N\E
Chief executive and THARRYTES
executive director
Mr. Wong s - 1,812 69 1,881
Executive directors HITEE
Mr. Lee Wing Hong**** & ot S - 360 19 379
Mr. Yu Miaogen* PR E* - 180 - 180
£ 540 19 559

Non-executive directors FHTES

Mr. Ng Chan Lam***#* TRIBIRI A *xxxx 160 - - 160
Mr. Gao Biao*** B E **x 120 = = 120
Mr. Shi Guixiang** BERELE* 80 - - 80
360 - - 360
360 2,362 88 2,800
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SRR MR (4B

31 December 2019

—F-AFt-A=1—A

8. DIRECTORS’ AND CHIEF EXECUTIVE'S
REMUNERATION (Continued)

(b)

Executive directors, non-executive directors
and the chief executive: (Continued)

* %

* XK K

XKKKK

Mr. Yu Miaogen was appointed as an executive director of the
Group on 26 June 2018 and resigned as an executive directors
of the Group on 10 May 2019.

Mr. Shi Guixiang was appointed as a non-executive director of
the Group on 24 August 2018 and resigned as a non-executive
director on 10 May 2019.

Mr. Gao Biao was appointed as a non-executive director of the
Group on 26 June 2018.

Mr. Lee Wing Hong resigned as an executive director of the
Group on 14 September 2018.

Mr. Ng Chan Lam resigned as a non-executive director of the
Group on 24 August 2018.

¥*¥xxxx Mr. Zhang Guofu was appointed as an independent non-

executive director of the Group on 14 September 2018.

¥**xxx%xMr. To King Yan, Adam resigned as an independent non-

executive director of the Group on 14 September 2018.

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

8.

EERTRARTH (&)

(b)

HITES  FBUTESRTH
B ()

* APREENR_FT—NFRA=TRK
REZERAEERTEE TR —
E-NEFRATAREARENTE
=,

> AEEEERZT-N\FNAZ+HE
REZER/AREEFRNTES IR
“Z-NFRATERHEIFRTES -

r o SBREERZZ-N\FSRA=TRAE
BRERAEEIRTES -

Er FOKBERER T N\FAATER
BEAKERNTES -

rxxx MEMEER T N\FENA=+H
AR EAREEIERTES -

e SREAER_T-N\FAATMA
BEERASEBLIFRNTES -

e ST EERZT - AFALATEA
BEAEREBUIERTES

FAMES S RTHAREMEX
AR METAIFME L -
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SRR MR (4B

31 December 2019 —ZE—NF+—_H=+—H

9. FIVE HIGHEST PAID EMPLOYEES 9. HEZBREFMES
One (2018: one) of the five highest paid individuals was a HE-_ZT—NEFE+-_A=+—HItF
director for the year ended 31 December 2019, details of B AZmEadgMA+THR—% (==
whose remuneration are set out in note 8 above. Details —N\F: —Z)AEE  HIFEBFEEH
of the remuneration for the year of the remaining four R EXKFESs FRBKTHEZ(ZE
(2018: four) highest paid employees who are neither a —N\E: MR ZeHES (WIEAR
director nor chief executive of the Company are as NAEBRITHAR) B 5B EE 15 W0
follows: N
2019 2018
—E-hF —E-)N\F
HK$’000 HK$'000
THET FATT
Salaries, allowances and e EMEEYEA
benefits in kind 1,681
Pension scheme contributions RN ET B FR 100
1,781
The number of non-director and non-chief executive e T IS ENIEEE KIETH
highest paid employees whose remuneration fell within AR NESRAZWT ¢

the following band is as follows:

Nil to HK$1,000,000 Z % 1,000,000 7T
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WS mR M EE (8)

31 December 2019

10.

—F-AFt=A=1—A

INCOME TAX

The Group is subject to income tax on an entity basis on
profits arising in or derived from the jurisdictions in which
subsidiaries of the Group are domiciled and operate.
Pursuant to the rules and regulations of the Cayman
Islands and BVI, the Group is not subject to any income
tax in the Cayman Islands and BVI.

Hong Kong profits tax has been provided at the rate of
16.5% (2018: 16.5%) on the estimated assessable profits
arising in Hong Kong during the year, except for one
subsidiary of the Group which is a qualifying entity under
the two-tiered profits tax rates regime effective from the
year of assessment 2018/2019. The first HK$2,000,000
(2018: Nil) of assessable profits of this subsidiary is taxed
at 8.25% and the remaining assessable profits are taxed
at 16.5%.

Pursuant to the PRC Income Tax Law and the respective
regulations, the subsidiaries which operate in Mainland
China are subject to corporate income tax at a rate of 25%
on the taxable income.

Current — Hong Kong and
Mainland China

Deferred (note 23) PEIE (ffaE23)

BIHER — FE K B A

10.

Fri&H

AEBRAREREERELBIIRR
REBWE R R EM LKL RERDE
BEERAENBAEN - RERS
HENMRBREZESNHLMER -
AEBEHBEHNRSEE REBRK
HENERMEH -

EBRNEGHRITREARBTBELENG
SHERBEFIERE165% (ZF— )\
F:16.5%) EHEE  HEAEEN—
MWBARAE-_TE—\F /=%
—NERREEREROFESHRR
HIETHEEREBEBRIN - ZMBA
A& 2,000,000 (ZF—/\F : £)
B FE SR B R4 8.25% BB - meR T
JE =R Bt F BIl4% 16.5% B FH -

REBEFBEAEHOENRMEEER - XH
B A A = 2 B B R I ZB Bt AR R I
NIZTE R 25% SR RS -

2019 2018
S YN -z &
HK$’000 HK$'000
Tt Tt
209
(1,760)
(1,551)

FREZERARAE /2019 F3k
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MR T (8)

31 December 2019 —ZE—NF+—_H=+—H

10. INCOME TAX (CONTINUED)

A reconciliation of the tax expense applicable to loss
before tax at the statutory rates for the jurisdictions in
which the Company and the majority of its subsidiaries are
domiciled to the tax expense at the effective tax rates,
and a reconciliation of the applicable rates (i.e. the
statutory tax rates) to the effective tax rates, are as
follows:

Year ended 31 December 2019

Hong Kong
Ei#
HK$'000
TEx

Loss before tax BREAEE (2,245)
Tax at the statutory tax rate RETHETENTE (37)
Expenses not deductible for tax R[4 10
Income not subject to tax BERHIRA (90)
Tax losses not recognised AERHIEER 451
Adjustments in respect of current 14 A E RN AR 1B

tax of previous periods L (24)
Write-off of deferred tax assets  HSSF BT FE AL

recognised in previous years ERBEEE 198

BASEERREHEY
HEAS

Tax credit at the Group's
effective rate

Year ended 31 December 2018

10.

Mainland China
HEIR
HK$'000

TR
(9,581)
(2,395)

909

1,486

(50)

2,438

Fri&%t (&)

BN B R E A B D M & A R R AT
ERDEAEERZEZERERAELEHARN
Bk A5 B 5 18 1 B TR B ST SR IR B R B R
SAEMBIAM 2K - ERRE
(ANEAER R ) RERBERNHRAT

BE_2-NF+-A=t—HLFE

Total

@t
HK$'000
TER

Elsewhere
HirhE
%  HK$'000 %
TET

(4,831) (16,657)

(2,766)
919
(90)
1,937

(74)

2,636

BE-F-\F+ZA=+t—-HLEE

Hong Kong Mainland China Elsewhere Total
Bk R E Ak, HitiE @zt
HK$'000 %  HK$'000 %  HK$'000 %  HK$'000 %
AT TET TAT AT
Loss before tax BREAIEE (783) (5,490) (6,133) (12,406)
Tax at the statutory tax rate RAER R ENHE (129) 165 (1,373 25.0 = - (1,502) 121
Effect of withholding tax at 5% on 5% EMFHLAEE
the distributable profits of the HENEAR
Group's PRC subsidiaries ARKRTE (215) 274 = = = - (215) 1.7
Expenses not deductible for tax A/ #1RiF% 9 (1.1) 264 (4.8) = = 213 (2.2
Adjustments in respect of current 1% Al £ R AN AT IE
tax of previous periods LR (107) 13.7 - - - - (107) 0.9
Tax credit at the Group's BASEERHXHEN
offective rate RIS @42) 65 (1109 202 . - (551) 125
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31 December 2019 —ZE—NF+_-_H=+—H

11.

12.

DIVIDENDS 11. BRE
No dividend was proposed by the Group for the years BE_ZT—NWEFh_ZF—N\F+=A4
ended 31 December 2019 and 2018. =+—BLFE: zlsE llﬂﬁi@m/ﬁi
RS °
LOSS PER SHARE ATTRIBUTABLE TO 12. BRARIERREEEEARBREER
ORDINARY EQUITY HOLDERS OF THE PARENT ]
2019 2018
—EB-hF —E-)N\F
HK cents HK cents
AL AL
Loss per share attributable to [SYNGIE=SEL S s F N
ordinary equity holders of the B EE
parent
— Basic and diluted — AR REE 1.36
The calculation of the basic and diluted loss per share is SREALRBEEHELRED
based on the loss for the year attributable to ordinary W fjﬁj\g{ﬁii)&ﬂg&ﬁma?é
equity holders of the parent and the weighted average TR A7 I BGT A
number of shares in issue during the year.
The calculation of basic and diluted loss per share is based BREARBEFEHRIAETRIER
it ATFRIE -
2019 2018
—E-NF —T-)N\F
HK$°000 HK$'000
FET FHT
Loss attributable to ordinary equity £HA R EZ @R E AEGEE -
holders of the parent, used in the ~ FAUAFtE GRRE A R EE1E
basic and diluted loss per
share calculation 10,855
2018
AN
Number of shares B
Weighted average number of FREETERBRIMNETHE -
ordinary shares in issue during AU EERER K E#EEIR
the year used in the basic and
diluted loss per share calculation 800,000,000 800,000,000
No adjustment has been made to the basic loss per share AR ASERZEFANLEDEHITH
amounts presented for the years ended 31 December BEBETRER BNIWEHBEE_ZF
2019 and 2018 in respect of a dilution as the Group had no —NEFERZZE-N\F+-A=+—H
potentially dilutive ordinary shares in issue during those IHFEMERNEREAEBESEE
years. HEEERAE o
HAEZERERAT /2019 FR
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RSB R EE (8)

31 December 2019 —ZE—NF+—_H=+—H

13. PROPERTY, PLANT AND EQUIPMENT 13. ¥  WEKZRE
Production Office Leasehold
machinery equipment improvements Vehicles Total
EEMEE BARE HEHR "E Foh
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
TEx TER TEr TER TEr
31 December 2019 —E-hAEt+=-A=1+-H
At 31 December 2018 and R-Z-\&+-F=+—H
at 1 January 2019: ER-E—N&—A—H:
Cost [I%N 39,389 2,036
Accumulated depreciation ZEHTERRE
and impairment (30,171) (1,443)
Net carrying amount REFE 9,218 593 10,685
At 1 January 2019, net R=Z—NE—R—H"
of accumulated depreciation Bk 2 E 9,218 598 31 843 10,685
Additions NE 269 169 57 60 515
Disposal HE = - (21) (11) (32)
Depreciation provided FAMERRE
during the year (606) (123) (22) (204) (955)
Impairment EREL (3,501) (345) = (76) (3,922)
Exchange realignment IE 5 RE (136) 9 - (11) (156)
At 31 December 2019, netof R=-Z—HE+=A
accumulated depreciation =+—H8 BNk
and impairment ZEMERAE 5,244 285 45 601 6,175
At 31 December 2019: RZZ—NF
+=A=+—-8:
Cost B 38,792 2,161 57 2,086 43,096
Accumulated depreciation ZEHERAE
and impairment (33,548) (1,876) (12) (1,485) (36,921)
Net carrying amount REHE 5,244 285 45 601 6,175
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MR T (8)

31 December 2019 —ZE—NF+_-_H=+—H

13. PROPERTY, PLANT AND EQUIPMENT

13. % - BFE K& (&)

(Continued)
Production Office Leasehold
machinery equipment  improvements Vehicles Total
EERE WAFE HEHR A wat
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FET FHT T FAT
31 December 2018 —Z-N\§+=-HA=1+-H
At 31 December 2017 and RZZE—tF+=A=+—H
at 1 January 2018: RRZZ-NF—A—H8:
Cost AR 53,318 1,796 185 2,978 58,277
Accumulated depreciation BiinE (47,755) (1,574) (41) (2,005) (51,375)
Net carrying amount RSB 5,563 222 144 973 6,902
At 1 January 2018, net of RZZ—\F—H—-H"
accumulated depreciation Bk RETTE 5,563 222 144 973 6,902
Additions NE 7,143 501 41 226 7911
Disposal HE (1,936) (18) (126) (93) (2,173)
Depreciation provided FNMERE
during the year (395) (52) (28) (193) (668)
Impairment VAL (751) (43) = (36) (830)
Exchange realignment BEE 5 52 (406) (17) - (34) (457)
At 31 December 2018, netof RZZ—/\FE+-A=+—81
accumulated depreciation Bk 2T ERRE
and impairment 9,218 593 Bl 843 10,685
At 31 December 2018: REZZ-N\FF=A=+—H:
Cost (D% 39,389 2,036 41 2,174 43,640
Accumulated depreciation ZEHERAE
and impairment (30,171) (1,443) (10) (1,331) (32,955)
Net carrying amount REFE 9,218 593 31 843 10,685

During the year, the carrying amounts of certain property,
plant and equipment have been written down by
HK$3,922,000 (2018: HK$830,000) to their recoverable
amounts.

FRNETYWE  BEMRENERT
B MR 3,922,000/8 (=& — \F :
830,000/ c) EE A] WOl & 58 -
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MR T (8)

31 December 2019 —ZE—NF+—_H=+—H

13. PROPERTY, PLANT AND EQUIPMENT 13. Y% - BERRE (&)

(Continued)

Following a review of the business, which takes into
account the deteriorating outlook for the textile industry
and the Group's future business plan, management has
reassessed the carrying values for all the property, plant
and equipment and ROU assets (2018: prepaid lease
payments for buildings) as at 31 December 2019. An
impairment provision of HK$3,922,000 (2018:
HK$913,000) has been recorded to reduce the carrying
value of the Group's non-financial assets to their estimated
recoverable value, which is the higher of fair value less

RETEBR (BEREEEHBED
B B B AT R N AR R B B R R & R
gk BEECEHNEMBEYE
BB R REAREREEE(ZT—N
FEFRANEERBE)R-_T—NF
TZA=+T—BNKREE 2&E
3,922,000 7T (=& — A\ : 913,000
BT RERE  SAKEEREE
FEERSEREGFAIKRESE - B
RAERHERAREBEE(ER

costs of disposal, and value in use (“VIU"). BE])MEZESE -
2019 2018
—E-hE —E-)N\F
HK$'000 HK$'000
FET FHET
CGU1 (note (a)) MEEEBEM (K (a) 362
CGU2 (note (b)) REEEBER2 (Mt D) 551
913
Less: Ve
Provision for prepaid lease EFIBEERERE
payments for buildings (note 18)  (K1a£18) 83
Provision for Impairment for M - B N ERERERE
property, plant and equipment 830

(a) CGU1 represents the Group's product line for polyester threads and
ROU assets (2018: product line for polyester threads and prepaid lease
payment for building). The recoverable amount of CGU1 was
determined at fair value less costs of disposal and VIU as at 31
December 2019 and 2018, respectively. Fair value less costs of disposal
is categorised within Level 3 of the fair value hierarchy which is
measured based on latest available market data sourced from an
independent second-hand machinery and equipment agent as at 31
December 2019. VIU of CGU1 as at 31 December 2018 is determined
using cash flow projections based on financial budgets prepared by
management. The key assumptions of the aforesaid cash flow
projections is the discount rates of 17.3%. The recoverable amount of
CGU1 is HK$8,061,000 (2018:HK$7,314,000) as at 31 December 2019.
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(a) REELBN 1 EAEENRGBREERR
EREEE(ZT—\F : faREERRE
FHEMBERE) R-T-AER-ZE—N
F+-A=+—H BeEL£EM1HAK
Bl & 28 5 Bl A 7t (B &S Bk AN K = (B (E
BE - ARNEREERAGHEAAREER
B MABHEDIBER=ZZT—LF+=
A=+—BEBIY -FHERZEREES
MEFABHEHREFE  R=ZT—N\F
+ZRA=+—H8 BREELBEM1HNERE
BENREEEEGRENVBEEFERRSR
EEAEBEE - LHRESTERANEERR
BB E173% - R=ZT—LF+=A
=+—B BHeELABIOTKESEA
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Notes to Financial Statements (Continued)
WS mR M EE (8)

31 December 2019

13.

14.

—F-AFt-A=1—A

PROPERTY, PLANT AND EQUIPMENT 13. Y% BERZRE(E)

(Continued)

(b) CGU 2 represents the Group's product line for nylon threads and ROU (b) BEELBEMN2IEAEINEEGLEESR
assets (2018: product line for nylon threads and prepaid lease payment FHEEE(ZZE— }\$ BEGEESRE
for building). The recoverable amount of CGU2 was determined at fair FEMBERE) ° T-NERZZT)N
value less costs of disposal and categorised within Level 3 of the fair F+-—A=t+—8" IE%EE%L\LZEI’]TMZ
value hierarchy as at 31 December 2019 and 2018, which was @ﬁgﬁhzﬁt@ﬂﬁ%?2$ﬁm WA
measured based on latest available market data sourced from an %ﬁ@?z&i—@ ﬁﬁfﬁ‘ﬁ'iﬁi?ﬂiéﬁ_L
independent second-hand machinery and equipment agent. The %igf?ﬁfgﬁfﬁiﬁjﬁgiiﬁz ﬁiﬁi
recoverable amount of CGU2 is HK$3,644,000 (2018: HK$4,979,000) as ;iﬁiiﬁfﬁz_ﬁ;ﬁjuﬁzlﬂﬁgﬁ_ﬁﬁEM 0002
at 31 December 2019. (C=N\%:4979,00087)

LEASES 14. HE

The Group as a lessee KEBEBREA

The Group has lease contracts for various items of NEBEARE L& @ AN S AR

buildings and other equipment used in its operations. FREHMBEEENEESY - @$

Leases of buildings generally have lease terms between 2 HEWHE—BAE2E4EENEA

and 4 and a half years, while other equipment generally TE R e e — B R A+ —@A

has lease terms of 12 months or less and/or is individually &MT&/‘HI RIAEEE . — BT

of low value. Generally, the Group is restricted from ¢/g B R 12 [ 7 2= [ LA AN A 8

assigning and subleasing the leased assets outside the SATAFRELE o

Group.

(a) Right-of-use assets (a) EEESE
The carrying amount of the Group's right-of-use ER - NEBEEESENER
assets and the movements during the year are as BREFOT
follows:

Buildings
B
HK$°000
FHT
As at 1 January 2019 RZE—NF—H—H
Additions NE
Depreciation charge TEZH
Exchange realignment PE A2
As at 31 December 2019 Rn=T-NF+=-A=+—8H
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B 75 = P T (48
31 December 2019 =—ZF—NWF+=-H=4—H

14. LEASES (Continued)

14. FHE (&)

The Group as a lessee (Continued) REBERAEA (&)
(b) Lease liabilities (b) HEAE
The carrying amount of lease liabilities and the FRHEEGHEIDENE
movements during the year are as follows: mR
Lease
liabilities
HEEE
HK$’000
FHET
As at 1 January 2019 RZZE—NF—H—H
New leases HE
Accretion of interest recognised during 5 R A FI B 18 AN
the year
Payments BN
Exchange realignment bE X R
As at 31 December 2019 RZZE—NEF+=ZA=+—H
Analysed in to: DA
Current portion mENE S
Non-current portion JEmBNE

The maturity analysis of lease liabilities is disclosed
in note 34 to the financial statements.
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MR T (8)

31 December 2019 —ZE—NF+_-_H=+—H

14. LEASES (Continued) 14.

The Group as a lessee (Continued)

(c) The amounts recognised in profit or loss in relation
to leases are as follows:

HE (&)
REBEERFEBA (&
(c) HMEENIBSERNSEMD

2019
—E-NF
HK$°000
FExT
Interest on lease liabilities HEAENE
Depreciation charge of right-of-use FREEETES N
assets
Expense relating to short-term leases ARG HAME & K o2 T AHHER
and other leases with remaining RZE—NF+-_A=+—8H
lease terms ended on or before K AERNEMEESBENFAS

31 December 2019

Total amount recognised in profit or loss Bz R &

&

&

(d) The total cash outflow for leases is disclosed in note
31 to the financial statements.

The Group as a lessor

The Group subleases certain buildings in the PRC under
an operating lease arrangement, of which the remaining
lease term is four and a half years from 1 January 2019.
The terms of the leases generally require the tenants to
pay security deposits and provide for periodic rent
adjustments according to the then prevailing market
conditions. Rental income recognised by the Group during
the year was HK$901,000 (2018: HK$741,000), details of
which are included in note 5 to the financial statements.

At 31 December 2019, the undiscounted lease payments
receivable by the Group in future periods under operating
lease with its tenant are as follows:

(d) HEERSR L BERMIEERKM
AEB1HEE -

REEER/HAA

AEERBKEEHELHNTRSAE
FigF  Efp THEBAE T —hF—
B— BBzt FETNEA - BEKR—
MESRFEPREERAIRT TR K
HiRe Wit F B & AT IR EHE - K
£ BERFRERHE L A A 901,000
BT (ZF— )\ : 741,000 7T) - &
FIBHR IS RERMIFED ©

R-ZT—NnE+—A=+—H A&
ERRRHAEBEECEHERNERARP
JEWR ARBIRFAEZIBEMT ¢

2018
—ZT—N\F
HK$'000
FHET

Within one year —FR

After one year but within two years —E & BN

After two years but within MEREBE=ZFRN
three years

After three years but within =FEENFR
four years

After four years but within five years FU4E &8 F £ A

905
930

956

976
488

4,252
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MR T (8)

31 December 2019 —ZE—NFE+-_H=1—H

15. FINANCIAL ASSET AT FAIR VALUE THROUGH

PROFIT OR LOSS

15. BAREFABENEREE

2019 2018
—E-hE —E-)N\F
HK$’000 HK$'000
THERT FET
Financial asset at FVPL }?("D\ MEFTABENESRMEE
Life insurance policy, at fair value R & 4,632

On 25 January 2016, the Group entered into a life
insurance policy with an insurance company to insure an
executive director. Under the policy, the Group is the
beneficiary and the policy holder. The Group paid upfront
premiums for the policy and may surrender the policy any
time by making a written request and receive cash based
on the surrender value of the policy at the date of
withdrawal, which is calculated by the insurer. In the
opinion of the directors, the surrender value of the policy
provided by the insurance company is the best
approximation of its fair value, which is categorised within
Level 3 of the fair value hierarchy. The life insurance policy
was mandatorily classified as a financial asset at fair value
through profit or loss as its contractual cash flows are not

solely payments of principal and interest.

As at 31 December 2019 and 2018, the Group's life
insurance policy was pledged as security for bank facilities
granted to the Group. Further details are contained in note

22 to the financial statements.

In the opinion of the directors, the Group's life insurance
policy would not be surrendered within the next 12
months and was therefore classified as a non-current

asset.
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RZE—R"F—A=-+HH A5&HE
H-RREBR AR ISREE  B—
ERTEERR - REBERE - A5EH
REBZARREFEA - REEE R
HRE - MR B BIR R E H KPR
RR - RBBEERBENED A R RE
TH(AARAGFE)WERRE - EF
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Notes to Financial Statements (Continued)
WS mR M EE (8)

31 December 2019

16.

17.

—F-AFt-A=1—A

INVENTORIES 16. #E

2019 2018
—ZE-hF —E—N\F
HK$'000 HK$'000
FET FATT
Raw materials B 6,842
Work in progress RS 2,606
Finished goods BB Th 5,313
14,761

TRADE RECEIVABLES 17. BERRZFRE
2019 2018
—E-NF —\F
HK$°000 HK$'000
TFHET FET
Trade receivables FEW 2R 5) 78 10,609 18,152
Impairment VERIE] (205) (711)
10,404 17,441

The Group’s trading terms with its customers are mainly
on credit. The credit period is generally from one to three
months. Each customer has a maximum credit limit. The
Group seeks to maintain strict control over its outstanding
receivables to minimise the credit risk. Overdue balances
are reviewed regularly by senior management. The Group
had significant concentrations of credit risk as 25% (2018:
26%) of the trade receivables were derived from one
(2018: one) customer as at 31 December 2019. The trade
receivables from such customer were within the credit
period. The Group does not hold any collateral or other
credit enhancements over its trade receivable balances.
Trade receivables are non-interest-bearing.

AEBEEFNRZPEREBENE
BE-EEHEEA—Z=[@A - 5%
BREEREELR - AEEROYKE
BRKWFBHESBRRELR USSR
REERE =sREERETHERS
HegEsn - R T NEFE+t_A=1+—
B #AR25% (ZF—\F :26%)H
BWZSHIERE —B(ZF—\F:
—Z)RE &$$@ﬁiﬁﬁ%%¢
Eb - REZEFLHRIR Em
EEE%W $%llﬁ%%%
ﬁﬁ%%%ﬁ&ﬂﬁﬁ%iﬁ@ﬁ
IR - B SRIAATS -
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Notes to Financial Statements (Continued)
SRR MR (4B

31 December 2019

—F-AFt-A=1—A

17. TRADE RECEIVABLES (Continued)

An ageing analysis of the trade receivables as at the end
of the reporting period, based on the invoice date and net

17. BRRFF

RIE (48)

RBEHR EREZBHNEKRT
Z A (BB E R ME) BRik D47 20

of loss allowance, is as follows: T
2019 2018
—ZE-h#F = — \F
HK$'000 HK$'000
FET FAETT
Within 1 month —{@A 6,842 5,682
1 to 2 months —Z2WEA 2,861 7,771
2 to 3 months M2 =& A 545 1,624
Over 3 months HBiE=EA 156 2,364
10,404 17,441
The movements in the loss allowance for impairment of FEINZ: S TR B EE B B EE 80
trade receivables are as follows: N
2019 2018
HK$’000 HK$'000
FET FTATT
At beginning of year 4] 427
Impairment losses (note 6) BIEEE (K7 6) 499
Amount written off as uncollectible il EH AN ] Uk B Y FRIE (203)
Exchange realignment PE & F R (12)
At end of year FR 711
The decrease (2018: increase) in the loss allowance was EREER D (ZZE—/)\F &)y
due to the following significant changes in the gross MR IREBE LR TNHERSEFTE

carrying amount:

(i)

(ii)

(iii)

Increase in the loss allowance of HK$20,000 (2018:
HK$96,000) as a result of the increase in the
expected credit loss rate for non-overdue trade
receivables;

Decrease in the loss allowance of HK$526,000 as a
result of a decrease in overdue trade receivables
(2018: increase in the loss allowance of HK$109,000
as a result of an increase in overdue trade
receivables); and

Decrease in the loss allowance of HK$203,000 as a
result of the write-off of certain trade receivables
during the year ended 31 December 2018.
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Notes to Financial Statements (Continued)
WS mR M EE (8)

31 December 2019 —ZE—NF+_-_H=+—H

17. TRADE RECEIVABLES (Continued) 17. BRRZFIE (8)

An impairment analysis is performed at each reporting
date using a provision matrix to measure expected credit
losses. The provision rates are based on days past due for
groupings of various customer segments with similar loss
patterns (i.e., by geographical region and customer type).
The calculation reflects the probability-weighted outcome,
the time value of money and reasonable and supportable
information that is available at the reporting date about
past events, current conditions and forecasts of future
economic conditions. Generally, trade receivables are
written off if past due for more than one year and are not
subject to enforcement activity.

Set out below is the information about the credit risk
exposure on the Group's trade receivables using a

provision matrix:

As at 31 December 2019

NEHRE A BRBBEREREETRE
A U EBRHEEER - BEX
DBEREERUBEEANZ AT
7 BB R HY A A B B E (Bl [E &
BEPBRHEID) - ZatBERRE AR
BER - ié’iﬁgﬁﬂﬁ&ﬁ’\#&iEIHHT
BREBESE - BRI ERREE
ARRTERIE IR N Al SEE# - — MR
5 RRRZFIANBRBELE —F R
BAZRNEHAITES - BITF LA
35

T 2R 1 7 o {5 D B S B R B
R BB IE R E ERB AR -

R-ZEB-NAE+-A=+—H

Group A Skl
Past due
g
Within 3to6 6to9 9to 12
Current 3 months months months months
=z RE hE
Ny =@EAR A i NEBR +=@A
Expected credit loss rate T8 Bz B 12X
Gross carrying amount  BRE4AE (FHE7T)
(HK$'000)
Expected credit losses TEHMEE &1
(HK$'000) (F%57m)
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Notes to Financial Statements (Continued)
WS ER R MR (48)
31 December 2019 —ZE—NWF+-_A=+—H

17. TRADE RECEIVABLES (Continued) 17. B ZFIE (&)

As at 31 December 2019 (Continued) R-B—hE+=—A=+—08 (#&)

Group B Z#

Past due
g
Within 3to6 6to9 9to 12
Current 3 months months months months
=2 RE hE

mH =EAR  ABE  AEA +-@A

Expected credit loss rate T8 85 & 518 K
Gross carrying amount  BREI#8{E (T4 7T)

(HK$'000)
Expected credit losses  TEHI{E B &8

(HK$'000) (F%&mT)
2 Less than 0.1% * KR 0.1%
Total st

Past due
il
Within 3 3to6 6to9 9to 12

Current months months months months
=Sg3 NE hzE

M —@EAR  AEB AEA +-@A

Gross carrying amount  BRE4(E (T8 7T)

(HK$'000)
Expected credit losses TEHi{z & &1
(HK$'000) (FA&T)
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Notes to Financial Statements (Continued)
SRR MR (48)
31 December 2019 —ZE—NWF+-_A=+—H

17. TRADE RECEIVABLES (Continued) 17. BWRZFIE (&)

As at 31 December 2018 HR-E—NE+=-A=+—H

Group A R
Past due
Within 3t06 6t09 9t0 12
Current 3 months ~ months ~ months  months Total
== NE NE
B =EAA 7~ E A NER +=f@A st
Expected credit JEHEEEIEX
loss rate 0.8% 7.2% 47.9% 85.2% 96.6% 2.6%
Gross carrying REAE
amount (HK$'000) (F#&1T) 9,444 818 192 2 45 10,501
Expected credit losses TEHIE B &R
(HK$'000) (FAT) 76 68 92 2 43 272
GroupB & C ZHEKRRARA
Past due
Within 3to6 6to9 9to 12
Current 3 months months months months Total
== NE NE
B8 =AAR NMEA NER +=f@A st
Expected credit TEEEEEIE X
loss rate —* —* —* —* 6.0% 0.3%
Gross carrying amount  BREI 4218
(HK$'000) (F&T) 5,709 - - - 296 6,005
Expected credit losses TEHIEEEE
(HK$'000) (F#&T) - - - - 18 18
*  Less than 0.1% * KR0.1%
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Notes to Financial Statements (Continued)

M5 ERR It (4

31 December 2019 —ZE—NF+-_HA=+—H

17. TRADE RECEIVABLES (Continued)
As at 31 December 2018 (Continued)

Group D

Current 3 months

17. BRI S FIE (&)

R-B-NF+ZA=1+—-H (&)

T4
Past due

3to6 6to9 9to 12

months ~ months  months Total
=F NE NE

BER 7~ E A NEA +=@A faEt
Expected credit JEHEEEIEX
loss rate 0.7% 41% 10.3% 25.6% 25.6%
Gross carrying amount  BRIEI 428
(HK$'000) (F&T) - - - 1,646 1,646
Expected credit losses TEHI{Z & &R
(HK$'000) (F%1) - - - 421 421
Total st
Past due
3t06 6t09 9to 12
Current 3 months months months months Total
=% NE nE

~NEA NWEAR +=EA 5t

R
Gross carrying amount BRI 4 (8
(HK$'000) (F%ET) 15,153
Expected credit losses  TEHZ & &1
(HK$'000) (F&T) 76

192 2 1,987 18,152

92 2 482 711

Trade receivables amounting to HK$3,622,000 (2018:
HK$7,355,000) as at 31 December 2019 were pledged as

security for the Group's bank facilities (note 22).
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Notes to Financial Statements (Continued)

MR T (8)

31 December 2019 —ZE—NF+_-_H=+—H

18. PREPAYMENTS, OTHER RECEIVABLES AND

18. AR - Htb BFIE R H At

OTHER ASSETS BEE
2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
FET FHET
Prepaid lease payments for buildings =78 - 10 & 7118 1,608
Other prepayments HMIEM IR 2,066
Loans to a vendor MR E R 4,630
Deposits and other receivables R RE MW GRIE 3,093
11,397
Impairment allowance BERE -
11,397
Portion classified as HARIEMEEENHL D
non-current assets (5,971)
Current portion included in FTATEFI IR  HAth
prepayments, other receivables U FRIE & B b & A
and other assets ) BN ERER 5,426
(a) It represents prepaid lease payments for buildings (@) BRBELEHEFEISE204F
held under operating leases for 15 to 20 years, which HEFRENEERE  BERAA
has been recorded as right-of-use assets upon the AE—ZE—NE— B —HEMNE
Company's adoption of HKFRS 16 on 1 January BRI AR E 165218 ABEA
2019. ERAEEE -
2018
—E-N\F
HK$'000
FAT
Carrying amount at 1 January —A—H®ERAEE 1,890
Addition to the prepaid lease EFTENEERIEL N
payments for buildings 382
Recognised during the year FAE#ER (486)
Disposal during the year FANRE (18)
Impairment B (83)
Exchange realignment PE 3 (77)
Carrying amount at 31 December +—A=+—H&ERmE 1,608
Portion classified as non-current assets Y RIERBEENI D (1,145)
Current portion included in ST ATER RIE - A EIGRIE
prepayments, other receivables RHEAMEER BRI S
and other assets 463
HAEZERERAT /2019 FR
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Notes to Financial Statements (Continued)
RSB R EE (8)

31 December 2019

—F-AFt=A=1—A

18. PREPAYMENTS, OTHER RECEIVABLES AND
OTHER ASSETS (Continued)

(b)

Loans to a vendor bear interest at rates ranging from
4.66% to 5.00% per annum, secured by certain
machinery of the vendor and repayable in three to
four years.

the movements in the loss allowance for impairment
of other receivables are as follows:

18. FA{TFKIE -

H At FRUW R IR & H A

&E (&)

b) MHEEFHEREZETFN T4.66%
£5.00% K F R B - LAHER
AETHB[IERER  WEAR=Z
PUFEANEE -

(C) o fth B U 2R IE () 50 B S TR I 4
BT

2019 2018

S Nl —=\#
HK$'000 HK$'000
F# T

At 1 January R—HA—H
Impairment losses BIEEE
Exchange realignment BE 5, 58 B

At 31 December w+=—A=+—A”

Where applicable, an impairment analysis is
performed at each reporting date by considering the
probability of default and expected credit losses are
estimated by applying a loss rate approach with
reference to the historical loss record of the Group.
The loss rate is adjusted to reflect the current
conditions and forecasts of future economic
conditions, as appropriate. In calculating the
expected credit loss rate, the Group considers the
historical loss rate and adjusts for forward looking
macroeconomic data.

The above provision for impairment included a
provision for loans to a vendor of HK$1,510,000
(2018: Nil) with a carrying amount before provision of
HK$3,539,000 (2018: HK$4,630,000) and a provision
for individually impaired other receivables of
HK$2,094,000 (2018:Nil) with a carrying amount
before provision of HK$2,470,000 (2018: Nil) as at 31
December 2019. The Group hold credit
enhancements for loans to a vendors with fair value
of HK$2,055,000 as at 31 December 2019. The
credit-impaired other receivables as at 31 December
2019 were all due from independent third parties
who were in financial difficulty, and categorised in
stage 3.
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Notes to Financial Statements (Continued)
WS mR M EE (8)

31 December 2019 —ZE—NFE+-H=1+—H

18. PREPAYMENTS, OTHER RECEIVABLES AND 18. FEfTMIE - HtBEWRER H At

OTHER ASSETS (Continued)
(c) (Continued)

Except for the credit-impaired other receivables
mentioned above, the other financial assets included
in the prepayments, other receivable and other
assets were all categorised in stage 1 at the end of
each reporting period. The directors of the Group
estimated that the expected loss rate for them was
minimal since they were neither past due nor have
recent history of default as at 31 December 2019.

19. CASH AND CASH EQUIVALENTS

BE (&)
) (#&)

B £ it {5 508k (8 2 4 FE W 5R0R
S ST ATERFRIA ~ E Ao FE WK
AREMEENEMSBEER
EMERRGFER/E K-
HRZEEENR_Z—NF+=
A=+—B#t&Ead  RIaHK
BIER L8 MAKRBES=MAE
ZEEENRHEERMTEE

9. RERFEEEY

2019 2018
—ZE-hHF —E-N\F
HK$'000 HK$'000
FET FH&T

B RIRITHEH

Cash and bank balances

30,938

The cash and bank balances of the Group denominated in
Renminbi (“RMB") amounted to HK$440,000 (2018:
HK$2,230,000) as at 31 December 2019. The RMB is not
freely convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations, the Group is permitted to
exchange RMB for other currencies through banks
authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are
made for varying periods of between one day and three
months depending on the immediate cash requirements
of the Group, and earn interest at the respective short
term time deposit rates. The bank balances and pledged
deposits are deposited with creditworthy banks with no
recent history of default.

R=_ZT—NF+=_A=+—H8'&x&
EUARE(TAREDENERE K
IRITAE$2/5440,0008 (- — )\F :
2,230,000 870) - AR TEEER K
BAEEME - R - BRIBEFBEAH
CHNEZIBARD) R (HETE - & R FIE
EERT) ASBEAEAEKEAR
HNEEFSHIRITIEARE LI EM

RITRSRBEE B RITFRF HEF
BRI BMERETR - EHEMERN
FREMR—RE=Z@A  RFAKH
AN R € HBRMIE - WiKHE AR
TE BT SRR RET B o RITEEER R IE
FERBEREERFREOHEGERL
BREVERTT o
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Notes to Financial Statements (Continued)
SRR MR (4B

31 December 2019 —ZE—NF+—-A=+—H

20. TRADE PAYABLES

21.

154

An ageing analysis of the trade payables as at the end of
each reporting period, based on the transaction date, is as
follows:

20.

e R 5 7R
REFEHR  ERNXZBHNEN

A *
N (=)
RSGFBEREDITAT

2019 2018

S el - \#
HK$'000 HK$'000
FHET T

Within 1 month TR—1EA
1 to 2 months —ZE/MR1E A
2 to 3 months WZE =& A
Over 3 months BiBE=1EA

1,930
1,085

679
1,428

5,122

The trade payables are unsecured, non-interest-bearing
and are normally settled on terms of 30 to 90 days.

OTHER PAYABLES AND ACCRUALS

Notes

i3

Other payables HitEARER

and accruals [EFT B
Contract liabilities AHEE (a)
Portion classified 5| BIEENERE 2 5

as non-current (b)

Current portion included

in other payables STAEERFTER
and accruals JETE AR ENERE 5 (c)

SHEN YOU HOLDINGS LIMITED / 2019 ANNUAL REPORT

21.

BN ZHRBRERR TR &
BRI0EOREPRAEE -

HttENREREE A

31 December 1 January 31 December

2019 2019 2018

—E-NE —E-hE —E-N\F

+=A=t+-H =Rl +— A=1—H
HK$'000 HK$'000 HK$'000

F7 7 T

7,765
187

7,952

(1,223)

6,729



Notes to Financial Statements (Continued)
SRR MR (48)

31 December 2019 —ZE— N F+—-A=+—H

21.

OTHER PAYABLES AND ACCRUALS
(Continued)

Notes:

(a)

(c)

Details of contract liabilities as at 31 December 2019 and 1 January
2019 are as follows:

WHLE = A2 R A K
HERM

Short-term advances received from customers
Sales of goods

21.

Htt BN RERESER (&)

(a)

Contract liabilities include short-term advances received to deliver
sewing threads and garment accessories. The decrease in contract
liabilities in 2019 was mainly due to the decrease in short-term
advances received from customers in relation to the sale of sewing
threads and garment accessories at the end of the year.

The non-current portion of other payables and accruals represents the
differences between contractual minimum lease payments and accrued
minimum lease payments on a straight-line basis for the Group’s
leasehold land over the lease term. As a result of the initial application
of HKFRS 16, accrued lease payments of HK$1,443,000 previously
included in “Other payables and accruals” were adjusted to the right-of-
use assets recognised at 1 January 2019 (refer to note 2.2 to the
financial statements for further details).

The current portion of other payables and accruals are unsecured,
interest-free and repayable on an average term of three months.

(c)

R-E-—hE+_A=+—BR=-_ZT—h&E
—A—BRANAGBHBNT

31 December 1 January
2019 2019
—E-hF —T-hF
t=A=+-8 —~A—H
HK$°000 HK$'000
THERT FAET

187

BHEAEBERERDRFRE BRI
BHEHSR - RZE-—NAFNENEER
DTIEERNE R HERDRRREE
WER R = A2 E B OB A PR ER ©

Ho{th JE A 50R R e 5T B B ) FE BN E 8B 0 BN A
SEAETHERRN S OREEERER
NEREHEN R RERERENZRE
BRI ERBEBM B REENF 165 - &K
FERTAt A [ AN FOR R Bt B B ] B RERT
EEHIE1,443,000E TEREEZR - F
—hF-A—HRBNEAEEE(ARE
—HFFE - B2HEBERRME22)

H it BRI FOR R FEET B A BN & 5 A B E
o TEE - FHEFHMA=EA -
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Notes to Financial Statements (Continued)
WS ER R MR (48)
31 December 2019 —ZE—hF+-_A=+—H

22. INTEREST-BEARING BANK BORROWINGS 22. FHERITER

Effective
interest
rate (%) Maturity HK$’000
BB FIx
(%) B HA FHExT
Current B A
Overdrafts HEX . On demand
Bank loans — secured IRITER — BEA On demand
RERE
2018
—T—N\F
Effective
interest
rate (%) Maturity HK$'000
BB =
(%) ZIH7 FET
Current B &
Bank loans — secured IRITER — BEA 461t06.2 On demand 15,217
46%E6.2 R E K
Analysed into: DT

2019 2018
—E-hE —E-N\F
HK$'000 HK$'000
TET FH&T

Bank loans and overdrafts repayable B3 ERKEEHIRITE RN

on demand EY 15,217
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Notes to Financial Statements (Continued)

MR T (8)

31 December 2019 —ZE— N F+—-A=+—H

22. INTEREST-BEARING BANK BORROWINGS
(Continued)

Interest-bearing bank borrowings are denominated in:

22.

FTERITER (&)

AHRRITEFIAT I EMEHE

HK$ BT

United States Dollar (“US$") Ex(%Erx])

Notes: Mzt
(a) HK Interpretation 5 Presentation of Financial Statements — (a)

Classification by the Borrower of a Term Loan that Contains a
Repayment on Demand Clause issued by the HKICPA requires that a
loan which includes a clause that gives the lender the unconditional
right to call in the loan at any time (“repayment on demand clause”)
shall be classified in total by the borrower as current in the statement of
financial position. Interest-bearing bank borrowings of the Group in the
amount of HK$19,967,000 (2018: HK$15,217,000) include a repayment
on demand clause under the relevant loan agreements, among which
balances amounting to HK$2,860,000 (2018: HK$3,190,000) that are
repayable after one year from 31 December 2019 have been classified
as current liabilities. For the purpose of the above analysis, such loans
are included within current secured bank borrowings and analysed into
bank borrowings repayable on demand.

(b) As at 31 December 2018, the Group was not in compliance with certain
financial loan covenants and the relevant bank borrowings of
HK$15,217,000 would become callable on demand. No further
reclassification is needed regarding these bank borrowings since they
all included the repayment on demand clause and have already been
classified as current liabilities as mentioned in (a) above.

(c) The Group's bank facilities (including overdraft facilities) amounted to
HK$20,252,000 (2018: HK$20,445,000), of which HK$19,967,000 (2018:
HK$15,217,000) had been utilised as at 31 December 2019.

(b)

(c)

2019 2018
A —T\F
HK$°000 HK$'000
TR THET
7,000

8,217

15,217

EHMASEMNBERBESRYE
fﬁz‘%zféﬁ — ERGH B EEIEEKEEF
A EHERZ DHFRE - BRI AR

RRERARE R SR T ER AR EIERER
EREFEFNER(REREEGR]D 2
BREBsBAINE - RESEER G
BEREREREROAEBR T RBRITER
19,967,000 87T (=ZF— )\ : 15,217,000
BT EIEPﬁA:%—jLiJr*H:wL—E#_
T —F1RBEIE 2 582 2,860,00078 7T (=
—N\F: 3190000/&7’5)5/-\*Eﬁm§.7]§
B EliniTms ZSERTANBEE
WBRITER - UHMABIREKEENER
1Tt °

K—“—A¢+—ﬂ:+—5'$§5iﬂ
BTETREERZE  mMHERKRITER
wzwmm%n%&§$1ﬁ AR &ZER
TEFRABRFERERERGR BB EX
@B D EARBASE  WEAREEE
—SEHHLE -

—hEFE+=—A=+—8  "&EBEET
BE(BESBEXFE) A20,252,000 0 (=
= — )\ 4 : 20,445,000/ ) ' E£FEFHHA
19,967,000 7T ( == — J\ £ : 15,217,000
BIT) °
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Notes to Financial Statements (Continued)
RSB R EE (8)

31 December 2019 —ZE—NF+—-A=+—H

22. INTEREST-BEARING BANK BORROWINGS 22. FFEBITER(E)
(Continued)
(d)  The following assets were pledged as security for interest-bearing bank (d  TIEETDER AT SRITERZER
borrowings:

Carrying amounts

REE
2019 2018
—E-hF —E-N\F
Notes HK$°000 HK$'000
KfaE F#&xT AT
Financial asset at FVPL BAREFABRNESREE 15 4,742 4,632
Trade receivables FEUR AR 5 FRIE 17 3,622 7,365
8,364 11,987
23. DEFERRED TAX 23. EHERIE
The movements in deferred tax assets during the year EEBEBEEERNBZ_T—NLFT+=
ended 31 December 2019 are as follows: A=1+—BIEFEMNEEWT :
Deferred tax assets EEHREEE
2019 —s_nE

Tax loss
Accrued  available for Impairment
salary offsetting Deferred  Impairment of
and welfare against future rental  offinancial non-financial
expense taxable profits expense assets assets
e
EitHeR  ARERH Bz &R FEMEE
BHEY BAMEEEE  HERX  4ENE AE &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TER TR TER TEn TR TAn

At 1 January 2019 RZE-NE-A-R 1921
Deferred tax charged to profit or ERRBRMETERE i 10)

loss during the year (note 10) (26) (1,915) (140) (2,636)
Exchange differences EXES - (12) (12)

Gross deferred tax assets at 31 December 2019 W=F-hE+-A=1+-BHEEHELELE
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23.

DEFERRED TAX (Continued)

Deferred tax assets (Continued)

23. IEEFIIE ()

ELERIREE ()

2018 —E—N\F
Depreciation
chargein Tax loss
excess of Accrued available for Availablefor
related salary and offsetting Deferred sale Impairment Impaiment
depreciation welfare —against future rental investment of financial - of non-financial
allowance expense  taxable profits expense revaluation assets assets Total
g1 AR
fE&EN EitseR ARERT ji1giE e
R BiFx  afbiEEe "X RESf  CHAENE JeHEERE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000
T T ThL Thn T T T TR
At 1 January 2018 W=5-)\&-f-B 63 108 583 a1 163 30 - 1,368
Deferred tax (charged)credited toprofit ~ ER(HIR) /3t Ak
or loss during the year (note 10) EERANE10) (63) (81) 1580 (69) (163) 113 m 1545
Exchange differences EiZE - (1) (236) (17) - ] ) (265
Gross deferred tax assets RZE-NEtZA=1-Al
at 31 December 2018 ERHEAELE - % 197 3% - 140 yA 2648

The Group has tax losses arising in Hong Kong of
HK$3,181,000 (2018: HK$936,000) that are available
indefinitely for offsetting against future taxable profits of
the companies in which the losses arose.

The Group has tax losses arising in Mainland China of
HK$16,169,000 (2018: HK$7,093,000) that will expire in
one to five years for offsetting against future taxable
profits.

AEBREBEBEAEENTIAEIE
3,181,000 7T (ZF — /\£F : 936,000
BT I ERPBERHELBEEREZA
Bl Z RRRERTOA N ©

AEBRPBEAMEENHE
/&5 1816,169,000/8 o ( = & — A\ &F =
7,093,00087C) B —E R FEAE R -
A FAYE S R PR FE ER B2 A ©
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31 December 2019 —ZF—NF+-_A=+—H

23. DEFERRED TAX (Continued)

Deferred tax liabilities — withholding tax

23. EEHIE (&)

ELER ARG — FAOHR

2019 2018

—E-NF —E-)N\F

HK$'000 HK$'000

FET FHET

At 1 January n—HA—H 215

Deferred tax credited to profit or FRNETAEEA

loss during the year (note 10) EXEFRLIE (HfaF 10) (215)

Gross deferred tax liabilities at BERELETIEA EEE

the end of each year

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises
established in Mainland China. The requirement is
effective from 1 January 2008 and applies to earnings
after 31 December 2007. A lower withholding tax rate
may be applied if there is a tax treaty between Mainland
China and the jurisdiction of the foreign investors. For the
Group, the applicable tax rate is 5%. The Group is
therefore liable to withholding taxes on dividends
distributed by those subsidiaries established in Mainland
China in respect of earnings generated from 1 January
2008.

There were no unremitted earnings of the Group’s
subsidiaries established in the PRC as at the end of the
reporting period.

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.
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24. SHARE CAPITAL 24, BR7A
Shares B 12
2019 2018
it —EF-N\F
HK$'000 HK$'000
FExT FHET
Authorised: VAT ¢
5,000,000,000 (2018: 5,000,000,000) 5,000,000,000 (=& —/\ £ :
ordinary shares of HK$0.01 each 5,000,000,000) % &A% EE
(2018: HK$0.01 each) 0.01 BT (ZE—/)\F :
BRREEO0.01 B L) NEEK 50,000
Issued and fully paid: BEETIHT -
800,000,000 (2018: 800,000,000) 800,000,000 ( =& — )\ 4 :
ordinary shares of HK$0.01 each 800,000,000) i F A& E A
(2018: HK$0.01 each) 0.01 BT (ZE—)\F :
EIREEO0.01 8 T) ME @K 8,000

mEEREEAT/20194% 107
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25. RESERVES

The amounts of the Group's reserves and the movements
therein for the reporting period are presented in the
consolidated statement of changes in equity.

Share Premium

The share premium of the Group represents the capital
contribution premium from its then shareholders.

Statutory surplus reserve

Pursuant to the relevant laws and regulations in the PRC,
the companies registered in the PRC shall appropriate a
certain percentage of their net profit after tax (after
offsetting any prior years’ losses) calculated under the
accounting principles generally applicable to the PRC
enterprises to the reserve fund. When the balance of this
reserve fund reaches 50% of the entity’s capital, any
further appropriation is optional. The statutory surplus
reserve can be utilised to offset prior years' losses or to
increase capital. However, the balance of the statutory
surplus reserve must be maintained at a minimum of 25%
of the capital after these usages. After making the
appropriation to the statutory surplus reserve, the
companies may also appropriate their profits for the year
to the discretionary surplus reserve upon approval by the
board of directors or the shareholders in a general
meeting.

Merger reserve

The merger reserve represented the difference between
the Company'’s shares of the nominal value of the paid-up
capital of the subsidiaries acquired and the Company's
cost of acquisition of the subsidiaries under common
control upon the reorganisation undergone by the Group.
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26. SHARE OPTION SCHEME 26. BBIRFESTE

The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group’s operations. Eligible participants of
the Scheme include the Company's directors, including
independent non-executive directors, other employees of
the Group, suppliers of goods or services to the Group,
customers of the Group and the Company's shareholders
in the Company's subsidiaries. The Scheme became
effective on 24 November 2017 and, unless otherwise
cancelled or amended, will remain in force for 10 years
from that date.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme is an
amount equivalent, upon their exercise, to 10% of the
shares of the Company in issue at any time unless the
Company obtains approval from its shareholders in general
meeting and/or other requirements prescribed under the
Listing Rules and must not exceed 30% of the total
number of shares in issue from time to time. The
maximum number of shares issuable under share options
to each eligible participant in the Scheme within any
12-month period is limited to 1% of the shares of the
Company in issue at any time. Any further grant of share
options in excess of this limit is subject to shareholders’
approval in a general meeting.

The offer of a grant of share options may be accepted
within 7 days from the date of offer, upon payment of a
nominal consideration of HK$1 in total by the grantee. The
period within which the shares must be taken up under an
option shall be determined by the Board at its absolute
discretion and in any event, such period shall not be longer
than 10 years from the date upon which any particular
option is granted in accordance with the Scheme.

ARRRBBEERETS(THE]) - A
ARREEEERMIELERNEE
RSEERMUBNLEER - 5826
BR2RERRANRER(BREEL
FRTESF) AREEMES - AKX
SEREHEMIRBHOEER A&
BEPF RARRRRA RN ER R
KRR FEBR=_FT—tF+— A
“TOBAER - RIERTTREHEHIERT
BRIEH 8K B % B EF T FRNERE
2 o

N

BRIERADANBRRAG LEFEKRR
B/ RSB SFHR R £ R RURT BA 9
Hib Bk - B RARK A REFERY
ZEREHAITEBRERBRAENE
BT ERE AR R REMREE ETR
N210% » BT BEBETREETR
0 B2 30% ° FEE + = {E A #fE
W REAZTEEUAERZEE
BRHmBEEEN A TRITH&R KD
2H - GUARR IR ZEITH
HE 1% BR - MBI LB RRE
M EERHE - RIS BEUSBR N R K
G LR -

RERH BRENIES B HE
TERAZER  MARABZMEHK1E
TEZREBARE - RIEBBRIERE SR
EhzHEhEEe=#NBERE
BRERBRT - ZHE T EHEBR
IREH B A RE R BB A4 B HIE AT
S
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26.

27.

28.

—F-AF+=A=+—A
SHARE OPTION SCHEME (Continued)

The subscription price shall be determined solely by the
directors, but may not be less than the highest of: (i) the
closing price of the shares of the Company as stated in
the Stock Exchange’s daily quotation sheet on the date of
grant of the option, which must be a business day; (ii) the
average of the closing prices of the shares of the
Company as stated in the Stock Exchange’s daily
quotation sheets for the five business days immediately
preceding the date of grant of the option; and (iii) the
nominal value of a share on the date of offer.

The Company, by resolution in a general meeting or the
directors may at any time terminate the operation of the
Scheme and in such event no further options of the
Scheme will be offered but those options granted prior to
such termination shall continue to be valid and exercisable
in accordance with the previous provisions of the Scheme.

No share option has been granted since the adoption of
the Scheme.

CONTINGENT LIABILITIES

The Group had no significant contingent liabilities at the
end of the reporting period.

PLEDGE OF ASSETS

Details of the Group' assets pledged for the bank loans
and overdrafts are included in note 22 to the financial
statements.
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29. COMMITMENTS

(a)

(b)

(c)

Operating lease commitments as at 31
December 2018

The Group leases certain of its land and buildings
and office equipment under operating lease
arrangements, with leases negotiated for terms
ranging from one to twenty years.

At 31 December 2018, the Group had total future
minimum lease payments under operating leases
falling due as follows:

29. &iE

(a)

R-ZZ-NE+=-A=+—H
S HERE

AEERBEEHELHEAS
THHMEEF R ARG - HH
BER—ZE_THF-

R-ZE—N\FE+-_A=+—H"
AREERBELEHENRKZIE
FHEFELZENR BB RN

2018

—F-N\F

HK$'000

FATT

Within one year —FR 2,599
In the second to fifth years, EF_FEFHF(BEEERT)

inclusive 5,902

After five years RFE -

8,501

The Group has no lease contracts that have not yet
commenced as at 31 December 2019.

Capital commitment

The Group had the following capital commitments at
the end of the reporting period:

(b)

(c)

—FRN

Within one year

AEEYTERHAR_F—NEF
T A=t HRENEESL

BRI

REBRBREHRER THER
FRGE

2019 2018
—E-hE —E-N\F
HK$'000 HK$'000
FEx FAT
106
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30. RELATED PARTY TRANSACTIONS 30. A RS

(a) Names of the Group's principal related party and his/ (a) AEBFTEZ@EHHIUERREER
her relationship with the Group: SEEEK -
Name of related party Relationship
22}y @&
Mr. Wong Director of the Company
mAEAE PAN/NC
(b) The Group made advance payments to Mr. Wong b)) AEBREBEE-_ZT—NLF+=H
with maximum amount outstanding of HK$35,109,000 =t+—HIEFEMELAEELR
(2018: HK$35,500,000) during the year ended 31 XA R ZaREELEAR
December 2019, which were all repaid by Mr. Wong 35,109,000 (=& — N\ F :
before 31 December 2019. The aforesaid advance 35,500,000 ) - BB RE
payments to Mr. Wong were unsecured, interest-free RZZE-—NF+ZA=+—H5A
and repaid by Mr. Wong in a period ranging from one HELAFERHEER  FRAES
to three months. The Group's outstanding balances EEHMBRTRAEERR - R
with Mr. Wong was nil (2018: Nil) as at 31 December BERNFT—ZE2={ERBHEAH
2019. BEAEEE RZTE—NEF+=
A=+—H "EEHFLEN
RKEBEHBAT(ZZE—N\F:
)
The transactions above also constitute connected FRZSTER BB ER S
transactions as defined in Chapter 20 of the Rules BRARIGEMESR L AIE
Governing the Listing of Securities on GEM of the T EMAENEERS -
Stock Exchange of Hong Kong Limited.
(c) Compensation of key management personnel of the () AEEEZEEEASHH

Group:

Details of the compensation of key management
personnel of the Group, who are the executive
directors, are disclosed in note 8 to the financial
statements.
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31. NOTES TO THE CONSOLIDATED STATEMENT 31. ZREHRE&RERMTE
OF CASH FLOWS
(a) Major non-cash transactions (a) EEHFBEXRSF
During the year, the Group had non-cash additions to FR - AEEREFHEEZHH
right-of-use assets and lease liabilities of ERFEREEENTHEAFEIR
HK$1,330,000 and HK$1,330,000, respectively, in EANE D A A1,330,000%8 T &
respect of lease arrangements for buildings (2018: 1,330,000 T( = F — )\ & :
Nil). &) -
(b) Changes in liabilities arising from financing (b) MEETHELENEEET :
activities:
2019 —E-hEF
CELVALELEN Lease liabilities
SRITEN HEAR
HK$’000 HK$'000
THET FHET
At 31 December 2018 RZZT—N\F
+=—A=+—H 15,217 =
Effect of adoption of HKFRS 16 fRMAEHEE 153k S5 %A
F16 WA E 5,827
At 1 January 2019 (restated) RZE—NF—H—H
(&&7)) 5,827
Changes from financing REMERSRENEE
cash flows (1, 822)
New leases g 1,330
Interest expense FERX 301
Exchange realignment bE 5 Zf#X (112)
At 31 December 2019 RZZT—NF
+=—A=+—H 15,033 6,024
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31. NOTES TO THE CONSOLIDATED STATEMENT 31. &8 HE&RERKE (E)
OF CASH FLOWS (Continued)

(b) Changes in liabilities arising from financing b) MEZTHELENEEEE
activities: (Continued) (%)
2018 —E—)N\F
Bank loans
IRTTER
HK$'000
FTATT
At 1 January 2018 R=ZE—-—\F—H—H 22,627
Changes from financing cash flows KEMER S RENEE) (7,410)
At 31 December 2018 R-ZE—N\F
+=H=+—H 15,217
(¢) Total cash outflow for leases (c) HEBRESARBERE
The total cash outflow for leases included in the SFARERERNEAERS R
statement of cash flows is as follows: BEAT -
2019
—E-hEF
HK$°000
FET
Within operating activities KRB A
Within financing activities mE EEA
At 31 December 2019 R-E—NF+-_A=+—H
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32. FINANCIAL INSTRUMENTS BY CATEGORY 32. ZEFREISWEETIA
The carrying amounts of each of the categories of financial NEREER  ZERSp TEZER
instruments as at the end of each reporting period are as H{EWT :
follows:
31 December 2019 —E-hE+=-A=+—H
Financial assets TREE

Financial

Financial assets at
asset at amortised

FVPL cost
RARBETA REHERATE
BENemEE HemEE

HK$'000 HK$’000
FEx FHExT
Financial asset at FVPL BAREFAERD
CRIEE =
Trade receivables FEW A 558 10,404
Financial assets included in &t AFEfT 2RI -
prepayments, other H b & W RRI8 &
receivables and other HWEEMNSREE
assets

Cash and cash equivalents & RIFEZEEY

Financial liabilities

Trade payables BN 558

Financial liabilities included in FEAR RN FIE KBRS
other payables and accruals TRAE

Lease liabilities HEAE

Interest-bearing bank borrowings T EARTTIER

Total

#et
HK$°000
TR

4,742
10,404

EELHE]
liabilities at
amortised cost
REBHERATTE
Hemas
HK$'000

TR
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31 December 2019 —ZF—NF+=H=+—H

32. FINANCIAL INSTRUMENTS BY CATEGORY
(Continued)

31 December 2018

32. REEIINEMTA (R

- \Ft+=A=+-H

Financial assets cRMEE
Financial
Financial assets at
asset at amortised
FVPL cost Total
BARE R SR AR
AT AEZER STER
SREE TREE FEE
HK$'000 HK$'000 HK$'000
FHET FHET FET
Financial asset at FVPL BASRERT AR
SREE 4,632 - 4,632
Trade receivables FEW A 5 5IR = 17,441 17,447
Financial assets included in & AFE{S 2118 -
prepayments, other H b e SRIE &
receivables and other HWEENSREE
assets - 7,441 7,441
Cash and cash equivalents IH& NIESZEY - 30,938 30,938
4,632 55,820 60,452
Financial liabilities cTHBE
Financial
liabilities
at amortised
cost
biog: K |N
FTER
TRAE
HK$'000
FET
Trade payables eI X 53R 5,122
Financial liabilities included in T AEAth FEA SRIE R R & A
other payables and accruals TRAME 4,501
Interest-bearing bank borrowings HRERITER 15,217
24,840

170 SHENYOUHOLDINGS LIMITED / 2019 ANNUAL REPORT



Notes to Financial Statements (Continued)
SRR MR (48)
31 December 2019 —ZF—hF+=-A=+—H

33. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS

As at 31 December 2019 and 2018, the fair values of the
Group's financial assets or financial liabilities approximated
to their respective carrying amounts.

Management has assessed that the fair values of cash
and cash equivalents, trade receivables, trade payables,
financial assets included in prepayments, other receivables
and other assets, interest-bearing bank borrowings and
financial liabilities included in other payables and accruals
approximate to their carrying amounts largely due to the
short term maturities of these instruments.

The Group’s finance department headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. At each reporting date, the finance
department analyses the movements in the values of
financial instruments and determines the major inputs
applied in the valuation. The directors review the results of
the fair value measurement of financial instruments
periodically for annual financial reporting.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing
parties, other than in a forced or liquidation sale.

33.

TRMITENARERAAERBR

RZEBE—NFR-_ZE—NF+_A
—t+—H AEEcHmEERSHE
BRNAREESBREERS -

REEEEN G RELREEE
Y BRRZHIE - BN SHHIA -
SEATERN R - M REIA R A
BEMEREE HERITENR &
ARBEMNFTBERETERANEHE
BEZANBERTEERAEMRE  £8
EERZETAREHREE -

AEEF BB BEEETE BE
ETSRMTARAREFENBRRLE
FeRMEBEWMESHEY  BBHOTEH
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EHABE - ESTHEHNERTE
[AEFELER HEEMBREE
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33. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS (Continued)

The fair value of the Group’s financial asset at FVPL is
categorised within Level 3 of the fair value hierarchy
which is measured based on significant unobservable
inputs and has been estimated based on the surrender
value of the policy as disclosed in note 15 to the financial
statements. The fair value of the insurance policy is mainly
affected by its surrender value as the directors expected
the other unobservable inputs such as insurance risk
would not have a significant impact on the fair value of the
insurance policy. The surrender value of the insurance
policy was obtained from the insurance company without
any adjustment. The directors believe that the estimated
fair value and the related changes in fair values are
reasonable, and that they were the most appropriate
values at the end of the reporting period.

The recoverable amount of property, plant and equipment
determined at fair value less costs of disposal was
categorised within Level 3 of the fair value hierarchy.
Further details are contained in note 13 to the financial
statements.

There were no transfers of fair value measurements
between Level 1 and Level 2 and no transfers into or out
of Level 3 during the year ended 31 December 2019.
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34. BiXERESEEERBE

AND POLICIES

The Group's principal financial instruments comprise
interest-bearing bank borrowings and cash and cash
equivalents. The main purpose of these financial
instruments is to raise finance for the Group's operations.
The Group has various other financial assets and liabilities
such as trade receivables and trade payables, which arise
directly from its operations.

The main risks arising from the Group’s financial
instruments are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board of directors reviews
and agrees policies for managing each of these risks and
they are summarised below.

Interest rate risk

The Group's exposure to the risk of changes in market
interest rates relates primarily to the Group's bank
borrowings with floating interest rate.

The following table demonstrates the sensitivity to a
reasonably possible change in interest rate of 100 basis
points, with all other variables held constant, of the
Group's loss before tax (through the impact on floating
rate borrowings).

If interest rates decrease by
100 basis points

If interest rates increase by
100 basis points

fied A = £ 100 fEIZ 2,

fisd 7 R 12 10 100 fEI £ 2L

AEETX2eMIABHETBRITE
BFARBRERREEEY - ZZ5 R
TEAZFZ2ENERRAREZER
B-AEBAEZREEMEMEER
BE INMEEEREENRKR S
FIAREN R ZFA

BRASESRTIAZTZRAR AT
KEky - JNERR EERRMRE
Bk EFSCERULREERE
ERFRR <BR - BORBZWT -

FEER

AEEHENT SN EESERKRER
ELRER B PAUF B A R B R ERTT A
B -

TRETEMAEMEBG RS T
ZERT - FERGIEAEEF)100E
AEMHARERTAIER(ERYEER
BN E) ZBREDIT ©

(Increase)/decrease in
the Group’s loss before tax

AEBMBRBLATE R (B ), WD

2019 2018
—ZE-hE —E-)\F
HK$’000 HK$'000
FEx FHEIT
152

(152)
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31 December 2019 —ZF—NF+-_A=+—H

34. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)
Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating
units in currencies other than the units’ functional
currencies.

The following table demonstrates the sensitivity to a
reasonably possible change by 5% in the HK$ exchange
rate against RMB, with all other variables held constant, of
the Group's loss before tax due to changes in the
translated values of monetary assets and liabilities.

4. BEEEEEBERBER(#)

SN R B

AEEHBRRHEERR - ZFER
KEEEEMNEMIFNEEENE
WKETEEMR -

TRETENE LSRR T
ZERT  BTAAREZELARE
T 5 B 59 Y1 A< 5 15 Bt 5 18 (e
NEEEER A E R A 2B
B) 2 A -

(Increase)/decrease in
the Group’s loss before tax

7 8 5 B BT A 98 (), >

If HK$ strengthens against RMB BT HAREHE
If HK$ weakens against RMB BT A REEE

Credit risk

The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that all customers
who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances
are monitored on an ongoing basis and the Group's
exposure to bad debts is not significant.
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)

Credit risk (Continued)

The tables below show the credit quality and the
maximum exposure to credit risk based on the Group’s
credit policy, which is mainly based on past due
information unless other information is available without
undue cost or effort, and year-end staging classification as

at 31 December.

The amounts presented are gross carrying amounts for
financial assets and the exposure to credit risk for the
financial guarantee contracts.

As at 31 December 2019

Trade receivables*
Financial assets included
in prepayments,
other receivables and
other assets
— Normal**
— Doubtful**
Cash and cash equivalents
— Not yet past due

YR SR *

A AR -

it RYRIER
HEENSREE

ReRREEEY
— YRS

12-month
ECLs
+=EARE
FEBR

Stage 1
E-BR
HK$'000

T

34,531

35,135

34.

M EREE R R RBUR (&)

=ERR (&)

TRIINTAAEBEEERRSKERN
FEEERREERBEAATIIZE (X
EUBAMENRKE  EHBARLE
N B AN S #E ) B Al 15 B R
ASERR) ARRT-A=1T—81

FERRAA -

el RERmEERMAREL
ERERGNEBRNEERR

R-B—AF+=A=+—8

Lifetime
ECLs
2HES
FEER
Simplified

Stage 3 approach Total
EZRR ek @t
HK$'000 HK$'000 HK$'000
THRT TR THET

604
5,598

34,531

10,609 51,342
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Notes to Financial Statements (Continued)
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34. BiEBMEEEEREBE (8)
AND POLICIES (Continued)

Credit risk (Continued) EER (%)
As at 31 December 2018 RZZE-—NF+=A=+—H
12-month Lifetime
ECLs ECLs
+={AREH 2HREH
FEBE FEBE
Simplified
Stage 1 approach Total
FFER B @t
HK$'000 HK$'000 HK$'000
7 Tz T
]
Trade receivables* R 5 3008 * - 18,152 18,152
Financial assets included STABRMRE -
in prepayments, other HiEWFIER
receivables and other At EEMERERE
assets
— Normal** = [EG = 7,441 - 7,441
Cash and cash equivalents BeRBREEEBY
— Not yet past due — WRAE 30,938 - 30,938
38,379 18,152 56,531
* For trade receivables to which the Group applies the simplified approach @ ThANEE B (5 A RS SR B RS 5 FIBHE TR
for impairment, information based on the provision matrix is disclosed BifE - B EERE AR E BB R
in note 17 to the financial statements. RHFE17HEE -
** The credit quality of the financial assets included in prepayments, other o0 Tt ATEN RIS - HiEW R IE R A& E
receivables and other assets is considered to be “normal” when they NERMEEYARAHEYEERNRASHE
are not past due and there is no information indicating that the financial EE B VA TERR DA ZR H 3R 12 B R\ B oK 1 38
assets had a significant increase in credit risk since initial recognition. HERAT EEEEEZ%EAIEE]l -8B
Otherwise, the credit quality of the financial assets is considered to be 8 SRMEENEEGEWEA A5 -
“doubtful”.

176 SHENYOUHOLDINGS LIMITED / 2019 ANNUAL REPORT



Notes to Financial Statements (Continued)
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31 December 2019 —ZE—hF+-A=+—H

34. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)
Credit risk (Continued)

As at 31 December 2019, the Group had certain
concentrations of credit risk as 25% (2018: 26%) of the
trade receivables were derived from a (2018: one)
customer of the Group. In order to minimise the credit
risk, the financial department has been delegated by the
management of the Group to be responsible for the
determination of credit limits, credit approvals and other
monitoring procedures and the review of the recoverable
amount of each material individual debt at the end of each
reporting period to ensure that adequate provision for
impairment losses is made for irrecoverable amounts. In
addition, the Group continuously monitors its trade
receivable balances so as to ensure that the Group will not
be subject to material bad debt risk. Since the Group only
trades with third parties recognised to be creditworthy,
management considers that the credit risk in respect of
the Group’s customers is limited. Further quantitative data
in respect of the Group’s exposure to credit risk arising
from trade receivables are disclosed in note 17 to the
financial statements.

. BREREEEERBEK(E)

=ERR (&)

R—FE—hE+=-_A=+—H @R
25% (—Z—)\F : 26%) WEKRR 5
HEBEREAEEN—Z(ZE—N\F:
—4@Eﬁ &$$Hﬁ“$%%$¢
[E. B o EREEERR  A5E
aﬁﬁ%%%%ﬁﬁa#mﬁf@%
CSEEHREMEERE  YAER
BEREHAEMSERNERNEFH A
el £%8 - BIRAEN R KRS EEIR
FERBEBBEM N AEER
BEZRUR HHIBLEHS  BRAS
ETemBRENZRRR #HRASE
EEARYRBEEaME=-FENTR
%’aﬁ%w%ﬁﬁﬁlﬁﬁﬁﬁm
SERREAER - EEASEBEREEKRR
E%ﬁZFEHMﬁ%Em%ﬁ
M%%ﬁ%%&wﬁﬁo
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Liquidity risk

The Group’s policies are to regularly monitor the current
and expected liquidity requirements, and to ensure that it
maintains sufficient reserves of cash and available banking
facilities to meet its liquidity requirements in the short and
longer term.

The maturity profile of the Group's financial liabilities as at
the end of each reporting period, based on the contractual
undiscounted payments, is as follows:

34. BIEEMEE B ERBUEK (#)

REE = E

NEBRK AT HE R Ep MBS R
BESHF R BMREZHABSHEER
AEARITRERCEHERARS

AEBRERERARRBEESHRME
Mo BB AR BRI T

31 December 2019

“E-NF+ZA=t+-H
On demand Within 1year 1to5 years Total
REREE —£R —Z1f @t
HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER
Interest-bearing bank ATERITER
borrowings 19,967 - 19,967
Trade payables B S 5IE = 5,199 5,199
Lease liabilities MEBE - 2,414 6,531
Financial liabilities included in AAHMENTER
other payables and accruals B ERNERAE 2,423 2,423
19,967 10,036 4,117 34,120
31 December 2018
—E-N\F+=-_A=+—H
On demand  Within 1 year Total
BRERER —FA #a5
HK$'000 HK$'000 HK$'000
FHT FET FET
Interest-bearing bank STERITER
borrowings 15,217 - 15,217
Trade payables FE 22 5 708 - 5,122 5,122
Financial liabilities included in 5t A E fth & < 2078 &2
other payables and accruals FEzTERRTSRAE = 4,501 4,501
15,217 9,623 24,840
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31 December 2019 —ZE— N F+—-A=+—H
34. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Capital management

The primary objectives of the Group’s capital management
are to safeguard the Group's ability to continue as a going
concern and to maintain healthy capital ratios in order to
support its business and maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying
assets. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to shareholders,
return capital to shareholders or issue new shares. The
Group is not subject to any externally imposed capital
requirements. No changes were made in the objectives,
policies or processes for managing capital during the year
ended 31 December 2019.

The Group monitors capital on the basis of the net cash-
to-capital ratio, which is net cash divided by total equity.

The net cash-to-capital ratio as at the end of the reporting
period was as follows:

E\jﬁﬂmﬂ:fi E *ZR&E&% (llﬁ)

EXEHE

AEEEAEENTIEZABRRRER
EEFBEENRENLBIFBRER
& AR REACRREE

AEBRBEBERNLE MEMEE
MERNFBEELRABEARE -7
MEAHABREARE  AKEREA

ERRFEKMORE  RBRREEE
AHBITHRD - AREITZINRE

ROERERRERRR -BE-FT
—NF+_A=+t—HILFE BE
BEXAMBER  BRIABEFHEZ LN

@o

AEBEURSFRAHEARL R (ReF
BFRIAER AR REEEITEN -

BEPRNRSFREHEARLEMT

2019 2018

—ZE-hHF —E-)N\F

HK$’000 HK$'000

FET FATT

Cash and cash equivalents He RHEZEEY 34,531 30,938
Less: Interest-bearing bank borrowings & : 51 8 IR7TfE X (19,967) H-6:2::7)
Net cash REF5 14,564 15,721
Total equity yy B 42,472 63,106
Net cash-to-capital ratio W FEEHE AR X 34.3% 24.9%

FREZERARAE /2019 F3k
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35. EVENTS AFTER THE REPORTING PERIOD

ICAC Investigation

In January 2020, the ICAC conducted a search of the
registered office of the Company and the Company’s
chairman and chief executive officer was under
Investigation.

Impact of new coronavirus pneumonia epidemic

Since the outbreak of the new coronavirus pneumonia
epidemic (the “Epidemic”) in the PRC, a number of
provinces and cities in the PRC have taken emergency
public health measures and various regulations and
requirements for epidemic prevention and controls were
issued by national governments at all levels (the
“Prevention Regulations”). The Group has actively
responded to the Prevention Regulations and resumed the
production since February 2020. Given the dynamic nature
of the circumstances, the uncertainty about the duration
of the Epidemic and the situation of epidemic preventive
measures, up to the date of the report, the assessment of
the related impact on the Group is still in progress.
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36. STATEMENT OF FINANCIAL POSITION OF THE 36. &2 @B KRR K
COMPANY

Information about the statement of financial position of
the Company at the end of the reporting period is as

K2 T 45 B B SRR 2% AR
AR

follows:

31 December

31 December

2019 2018
—E-NF —F-N\F
TZA=1+—H pyebEal=
HK$°000 HK$'000
TET BT
NON-CURRENT ASSETS FREBEE
Investments in subsidiaries R B AT IR E 10,000 10,000
CURRENT ASSETS REBEE
Amounts due from subsidiaries JrE U BT /& A B R IE 47,197
Prepayments, other receivables TATFIE At EUGRIE &
and other assets HE&E 150
Cash and cash equivalents ReRREEED 1
Total current assets MENE ERE 47,348
CURRENT LIABILITIES REBEE
Other payables and accruals Hi e R EtE R 1,517 2,489
Total current liabilities mE) A ERRE 1,517 2,489
NET CURRENT ASSETS REEEFEE 30,025 44,859
Net assets BEFE 40,025 54,859
EQUITY =
Share capital f& A< 8,000 8,000
Reserves (note) EE (M) 32,025 46,859
Total equity R 40,025 54,859
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36. STATEMENT OF FINANCIAL POSITION OF THE

36. ARATFMBARRE ()

COMPANY (Continued)
Note: Wi -
A summary of the Company's reserves is as follows: RARMRBERRAT
Share Accumulated
premium losses Total
B4R E EGy #Et
HK$'000 HK$'000 HK$'000
FHAT FHT FAT
Balance at 1 January 2018 RZZ—NGF—A—Hz#&#% 57,751 (4,773) 52,978
Loss for the year EFEER = (6,119) (6,119)
At 31 December 2018 R-ZE—N\F+-_A=t+—HBK
and 1 January 2019 —Z-NAF—HA—H 57,751 (10,892) 46,859
Loss for the year 2FER = (14,834) (14,834)
At 31 December 2019 WZZE—NFE+=-A=+—H 57,751 (25,726) 32,025

37. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised
for issue by the board of directors on 31 March 2020.
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Five Year Financial Summary

A FBFmE

A summary of the results and of the assets and liabilities of the
Group for the last five financial years, as extracted from the
published audited financial statements and restated/reclassified

as appropriate, is set out below:

RESULTS %5

REVENUE &

Cost of sales HEKAK

Gross profit EF

Other income and gains HW A R Ig s

Selling and distribution HERDHAX
expenses

Administrative expenses TEAY

Impairment losses on CREENEBR
financial assets

Other expenses Hipfx

Finance costs BMEKAK

(LOSS)/PROFIT BEFORE TAX  BRBiAT (&518),/%F

Income tax (expense)/credit FisH (X)) #Be

(LOSS)/PROFIT FOR THE 25 (B8)&H
YEAR

ATTRIBUTABLE TO OWNERS BAREEAEMN

OF THE PARENT

2019
—E-hF

HK$°000
7

58,746

(47,416)

11,330

2,039

(7,393)
(13,508)

(3,103)

(4,709)
(1,313)

(16,657)

(2,562)

(19,219)

(19,219)

Year ended 31 December

BEt-A=t—-HLHFE

TXEFNAEERBEREMBFERE 2 RE
UREERAERE  HiESE 2 2K
ERPBHmE  WKEESYEHOMA

2018 2017 2016 2015
TN\ ZE—+F ZFT—RFE —T-RE
HK$'000 HK$'000 HK$'000 HK$'000
FAT THET FET FTAT
64,510 74,371 72,624 82,829
(51,232) (48,853) (45,617) (56,558)
13,278 25,518 27,007 26,271
2,037 642 1,515 678
(7,579) (6,408) (6,952) (7,668)
(16,456) (9,831) (7,752) (8,195)
(499) - - -
(2,301) (20,108) (10,303) (1,317)
(886) (2,291) (2,892) (3,238)
(12,406) (12,478) 623 6,531
1,551 (712) (1,100) (1,853)
(10,855) (13,190) (477) 4.678
(10,855) (13,190) (477) 4,678
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Five Year Financial Summary (Continued)
hFEYBRE (&

ASSETS AND LIABILITIES BEEREE

As at 31 December
R+=A=+-H
2019 2018 2017 2016 2015
=t SR —T—\F —T—+F —T-RF —T-1F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT FHET FET FET FHET

TOTAL ASSETS BEME 79,493 92,631 129,368 118,334 149,743

TOTAL LIABILITIES Bf5RHE (37,021) (29,525) (61,275) (56,949) (82,332)

42,472 63,106 78,084 61,386 67,411

Note: Bt -

The financial information for the years ended 31 December 2015 and 2016 were BEZ—HEN " ZT—RNE+_A=+—HILFENEH
extracted from the prospectus of the Company dated 30 November 2017. The BER e A AT BRA-Z—+E+—A=1+HEHH
summary above does not form part of the audited financial statements for the year HRER - LBV TEREBE—_E—AF+_A=+—
ended 31 December 2019. BILFERNEEZMERERN—FD °
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