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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. The greater risk
profile and other characteristics of GEM mean that it is a
market more suited to professional and other sophisticated
investors.

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 howsoever
arising from or in reliance upon the whole or any part of the
contents of this report.

This report, for which the directors collectively and individually
accept full responsibility, includes particulars given in compliance
with 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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BOARD OF DIRECTORS

Executive Directors

Mr. Lau Chun Fat, George (Chairman)

Ms. Chan Hiu Kwan (Chief-Executive Officer)

Independent Non-executive Directors
Dr. Lee Chung Mong, John

Mr. Tam Wing Kin

Mr. Fung Chan Man, Alex

COMPLIANCE OFFICER
Ms. Chan Hiu Kwan

COMPANY SECRETARY
Ms. Chan Hiu Kwan

AUDIT COMMITTEE
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CORPORATE INFORMATION
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FINANCE COMMITTEE

Mr. Fung Chan Man, Alex (Chairman)
Dr. Lee Chung Mong, John

Mr. Tam Wing Kin

Ms. Chan Hiu Kwan

AUTHORISED REPRESENTATIVES
Mr. Lau Chun Fat, George
Ms. Chan Hiu Kwan

REGISTERED OFFICE
Cricket Square

Hutchins Drive, PO. Box 2681
Grand Cayman KY1-1111
Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
Unit B, 5th Floor

Hang Cheong Factory Building

1 Wing Ming Street

Cheung Sha Wan

Kowloon, Hong Kong

LEGAL ADVISERS
As to Hong Kong Law
Tang Tso & Lau Solicitors

As to Cayman Islands Law
Conyers Dill & Pearman, Cayman

INDEPENDENT AUDITOR
Elite Partners CPA Limited
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PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
Suntera (Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tricor Abacus Limited

54th Floor, Hopewell Centre

183 Queen’s Road East

Hong Kong

PRINCIPAL BANKERS

The Hongkong and Shanghai Banking Corporation Limited
DBS Bank (Hong Kong) Limited

Bank of Communications Company Limited Hong Kong Branch
China Construction Bank (Asia) Corporation Limited

Hang Seng Bank Limited

COMPANY WEBSITE

www.luxey.com.hk
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DIRECTORS AND SENIOR MANAGEMENT’S BIOGRAPHIES

EERSHREEEREE

EXECUTIVE DIRECTORS

Mr. Lau Chun Fat, George, aged 77, was appointed as an
Executive Director on 30 June 2014 and Chairman on 25 February
2019. He obtained a higher certificate in Mechanical Engineering
from Hong Kong Polytechnic and a diploma in Plastic Technology
from Stiddeutsche Kunstsoff-Zentrum, West Germany. He had
worked in multinational chemical companies for 30 years in sales,
marketing and management positions.

Ms. Chan Hiu Kwan, aged 35, is the Company Secretary, was
appointed as an Executive Director and Chief Executive Officer
on 25 February 2019 of the Company. She joined the Group in
May 2008. She is a Certified Public Accountant of the Hong Kong
Institute of Certified Public Accountants.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Lee Chung Mong, John, aged 61, is an Independent Non-
executive Director of the Group. He joined the Group in April 2008.
He obtained Ph.D. Degree in Computer Science from the University
of Minnesota, USA in 1989. In the same year, he was appointed
as an Associate, Research Staff in the Institute of Systems Science
at National University of Singapore. In 1999, he was awarded
a Teaching Excellence Appreciation Award by the Dean of the
School of Engineering of The Hong Kong University of Science and
Technology and was elevated as a Senior Member of the Institute
of Electrical and Electronics Engineers. He is now the chairman and
chief executive officer of Asia Vision Technology Ltd.
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DIRECTORS AND SENIOR MANAGEMENT’S BIOGRAPHIES

Mr. Tam Wing Kin, aged 55, is an Independent Non-executive
Director of the Group. He joined the Group in April 2008. He is a
member of the Chartered Institute of Management Accountants,
the Association of Chartered Certified Accountants and the Hong
Kong Institute of Certified Public Accountants. He is also a Certified
Public Accountant (Practising). Previously, he had worked in one
of the leading international accountancy firms and several listed
companies in Hong Kong. He has over 20 years of experience in
accounting field.

Mr. Fung Chan Man, Alex, aged 58, is an Independent Non-
executive Director of the Group. He joined the Group in April 2008.
He is an Independent Non-executive Director of i-Control Holdings
Limited, listed on the GEM Board of the Stock Exchange. He is
also the independent non-executive director of Great Wall Belt &
Road Holdings Limited, a company listed on the Main Board of
the Stock Exchange from February 2015 to December 2018 and
the independent non-executive director of On Real International
Holdings Limited, a company listed on the GEM Board of the
Stock Exchange from July 2017 to September 2019. He obtained
a BSc (Hons) degree in Electrical Engineering from University of
Bath (UK) in 1986 and subsequently a MBA degree from Heriot
Watt University (UK). He has over 15 years working experience in
financial market and corporate finance activities in both Hong Kong
and China.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIG- HEBKREIBSHRS

ABOUT THIS REPORT

This report (“ESG Report”) was prepared to summarise and report
the performance of Luxey International (Holdings) Limited (the
“Company”) and its subsidiaries (referred to as the “Group”) on
the environmental, social and governance aspect. This ESG Report
has been prepared in accordance with the “Environmental, Social
and Governance Reporting Guide” (“ESG Guide”) and its “comply
or explain” provisions as set out in Appendix 20 of the GEM Listing
Rules of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

Unless otherwise stated, this ESG Report covers the overall
performances, risks, strategies, measures and commitments of
the Group in four areas, namely, working environment quality,
environmental protection, operating practices and community
investment for the year ended 30 June 2020 (“Reporting Period”).

During the Reporting Period, the Group is mainly engaged in the
manufacturing and trading of high-end swimwear and garment
products, e-commerce and provision of on-line shopping services,
and money lending business. The principal places of the business
are located in the People’s Republic of China (the “PRC") and
Kingdom of Cambodia (“Cambodia”), while the Hong Kong office
is mainly responsible for the relevant compliance matters regarding
to the Company'’s listing on the GEM of the Stock Exchange and
as the office of garment factory for processing orders, customer
service and general logistical matters.

During the Reporting Period, there was no significant change in the
principal business of the Group. Therefore, there was no substantial
change in the applicable reporting scope and policy used in the
Group's preparation of the ESG Report when compared with those
in the previous year, and this ESG Report will mainly focus on
the above businesses. The Group deployed specific staff to take
charge of the relevant work on the preparation of the ESG Report.
All information contained in this ESG Report is derived from the
official documents or internal statistical reports of the Group, and is
reviewed by the Board of the Group.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

For the Group’s corporate governance structure and other relevant
information, please refer to the corporate governance report on
pages 57 to 73 of this annual report.

MISSION AND VISION OF THE GROUP

Listed on the GEM, the Group is currently focusing on the
manufacturing and trading of swimwear and garment products,
e-commerce and provision of on-line shopping services, and money
lending business. We keep on strengthening our production
management, including raw materials procurement and production
technology, striving to provide quality products for customers.
Meanwhile, the management of the Group formulates suitable
business strategy to optimise internal resources by following market
trend and situation, continues to pursue business diversification.

As a responsible enterprise, while promoting its business growth
actively, the Group is committed to striking a balance among the
interests of different stakeholders in the society. We value the
communication with investors, shareholders, customers, staff,
business partners and suppliers, society and other stakeholders in
getting to know what they need and balancing the interests of
each party proactively, so as to promote our corporate sustainable
development.

STAKEHOLDERS' FEEDBACK

In addition to reporting our achievements in this ESG Report, we
welcome stakeholders’ feedback regarding our environmental,
social and governance approach and performance. Please share
your views with us through the followings:

Postal Address:  Unit B, 5th Floor,

Hang Cheong Factory Building,

1 Wing Ming Street,

Cheung Sha Wan, Kowloon, Hong Kong

Telephone: (852) 2520 6020

Email: admin@luxey.com.hk
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIG- HEBKREIBSHRS

ENVIRONMENTAL PROTECTION

The Group takes the sustainable operating model as one of the
issues of the principal business, targets to lower the negative
impact of the business on the environment. Therefore, we comply
with the environmental laws and regulations during the course of
operations. The Group sets up plants in the PRC and Cambodia
to manufacture swimwear and garment products. There is a set
of stringent production guidelines in our plants, including energy
conservation, control and disposition of pollutants and exhaust
gas. The production activities in our plants meet the Environmental
Protection Law of PRC, Law on Environmental Protection
and Natural Resources Management of Cambodia and other
environmental protection related laws.

Environmental protection is also a prerequisite in our business
process. We inspect every business process, reduce direct or indirect
emission and have implemented a series of internal codes. Apart
from satisfying the above-mentioned environmental protection
laws, these internal codes also take reference of the relevant
certified standards of the Group, which include Oeko-tex 100
Standard. To ensure the due implementation of such internal
codes, the Group arranges specialists to monitor and take part in
environmental protection exhibition regularly such as Eco Expo Asia,
so as to obtain the latest environmental technology information.

The Group also provides in-house training or guidelines for
every employee when joining the Group, so as to enhance
their environmental consciousness. We encourage and require
employees to conserve and protect the environment and reduce
resources consumption. Meanwhile, the Group reviews the
implementation of the abovementioned measures from time to
time, carries out improving measures when needed, strives to
enhance resource’s utilisation rate to achieve energy conservation
and emission reduction, pollutant reduction and environment
protection.

0 1 0 Luxey International (Holdings) Limited Annual Report 2020

R

AEBURFEEEEARTIBERHE 2 —
BREDEEBEURRELNABEZERE - R
t BN EEBEFTEBTERNRREEE
ERAREDNNPEERBERREBE L
EXXERE -RANBEEE —EBBNE
B ER BRI 26 MRS
KRERE -BELEERDHTETE CGRERE
B CREE CRERENBARERERLR) F
MHERRED] -

AEBEEBBERTUARRBARE BES
—EAZEBRIR - R BB EEER - W2 HIET
—RYAE TR b FEAFMTRIR T FE Lt
RREG TRARS2EREB D ESRIE M
RA1Z% - B FEOeko-tex 10012 % - BIEREB R
HrFRIZERT AEBLTHETEABEE I
TEHI2 BiEco Expo Asia S IRIRE - LUES &R
RERER -

REBINEME T ARE - HRMHEAEREA
EstEs BB THRERER B REX
BTHHORE BLERBE- B AEES
TR L EENETER IRNFERE
TRERE  BMIRGRERM AR E  E3
ENREIREE RIS R R ARERIR -



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

During the Reporting Period, the Group did not violate any
environmental protection laws and regulations that had a
significant impact on the Group relating to emissions of exhaust gas
and greenhouse gas, discharges into water and land, generation
of hazardous and non-hazardous waste. The Group also confirmed
that it was not subject to relevant governmental penalties due
to any violation of aforesaid laws and regulations in the business
course during the Reporting Period.

Emissions

During normal production, the emissions generated by the Group
mainly comprise waste water, exhaust gas, scrap materials and
waste papers.

Air Pollution — Greenhouse Gas Emissions

Our products are stored in warehouses centrally and domestic
procurement is conducted in the place where we produce to
the greatest extent. This will facilitate locality of sources from
plants, warehouses to supply and lead to better procurement
transportation planning and unified external shipments of products,
so that we can reduce carbon emissions brought by diesel and
gasoline consumption during transportation.

Greenhouse gas emissions from daily business activities mainly
represent direct exhaust emissions from construction machineries
and transport vehicles while carrying out projects, as well as
electricity and paper consumption in office and warehouse. The
Group has issued specific internal guidance for regulating and
monitoring the greenhouse gas emissions and exhaust emissions
during the daily operation.

In addition, the Group maintains and repairs machineries,
equipment and vehicles on regular basis, with a view to prevent
them from generating excess emissions of exhaust caused by
broken parts and other reasons, and to facilitate the reduction of
fuel consumption. At the same time, we will review the internal
policy on a regular basis, and if necessary, we will develop and
adopt proper measures to improve carbon emissions, for example,
make adjustments to transporting vehicles and outsource part of
the transporting works to name a few when necessary.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIR - HEBREIBHRS

The Group did not keep statistics on the number of kilometres
travelled for transporting vehicles, hence, no effective calculations
were made on the gas emission data generated by vehicles.
However, based on the conditions of the Group's vehicles including
performance and fuel consumption, the Group believed the
emission generated by the Group's vehicles was at a reasonable
range.

Waste Treatment

Wastes produced from normal business activities mainly include
industrial wastes generated during our production, including
hazardous wastes such as paint slag, duster cloth and machine
oil, and non-hazardous wastes such as papers and other domestic
wastes.

Hazardous wastes are categorised and stored according to
demand and recycled and treated by recognised professional waste
treatment institutions. Dyeing sludge reduces its water content and
volume through dehydration treatment, so as to give landfill more
capacity. Non-hazardous wastes such as domestic wastes will be
treated by municipal department uniformly.

In respect of office waste, apart from dumping general waste at
the designated place in line with the requirements of the property
management office of the office premise, we also categorise the
waste and engage a contractor to collect toner cartridge. During
the Reporting Period, the Group did not generate any massive
electronic solid waste. In the event of requiring to dispose of
computer or electrical equipment, the Group will comply with
relevant regulations of the “WEEE" and deliver them to qualified
recyclers for proper handling.

As discussed above, wastes of the Group will be delivered to
recognised professional waste treatment institutions for recycling
and treatment without computing the weight and quantity of
wastes. However, the Group believed the quantity of wastes
generated during the course of the Group’s business operating
was at a reasonable level and also in conformity with the general
condition of the industry.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Wastewater Discharge

Wastewater generated from the Group’s operating processes

includes dyeing wastewater. Wastewater will pass through storage

device and monitoring system, and then enter into sewage facilities,

which will then be properly treated by professional institutions. To

improve the effective use of water and reduce sewage, the Group

will develop and consider suitable water circulation and reuse

system.

Emissions

23587

Greenhouse gas
BERE
— Scope 1 - Direct emissions
—#HE1 - EEHEW
— Fuel consumption (Machines)
—MREDERE (H#88)
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— Scope 2 - Energy indirect emissions
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIG- HEBKREIBSHRS

Use of Resources

The major resources and energy consumed during our production
process include water, electricity, coal, etc. Under the principle
of sustainable resources utilisation, we proactively improve our
operating efficiency and implement environmental measures, so
as to reduce the negative impact on the environment during the
operation process of our business. Under practical circumstances,
the Group will review its energy consumption pattern and emission
records from time to time, so as to enhance energy efficiency,
reduce carbon emission and save cost.

During the Reporting Period, our energy conservation and
emissions reduction measures include:

e  Turning off all the air conditioners and lighting systems in the
office before leaving company;

e  Replacing light pipes and other lamps with LED lighting;

e Maintaining indoor temperature at an appropriate degree
celsius in the office;

e Recycling paper products such as waste carton boxes and
printing papers and recycling toner and ink cartridges
according to the recycling plan;

e  Conducting regular maintenance of device and machine,
including production equipment and office electrical

equipment;

e Adopting digital printing to reduce the utilisation of water,
electricity, screen films and other resources.
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Data of resources consumption summarise as follow:

Types of resources consumption Unit
BEREEER B
Electricity kwh
E FFLBF
Petrol-Vehicle liters
m RE nF
Water cubic
Vi K

Environment and Natural Resources

Enhancing Environmental Awareness

The Group actively enhances the environmental awareness
of its staff in addition to enhancing environmental measures,
including issuing of internal environmental guidance and sharing
of relevant environmental information in relation to green office.
In addition, we also arrange visiting Eco Expo Asia to obtain
the latest environmental technology information. Apart from
delivering information lectures, the Group will discuss and organise
environmental volunteers to participate in various environmental
protection activities at appropriate time in the future, so as
to strengthen cooperation with every non-governmental
environmental organisation and raise their awareness of
environmental issues.
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SOCIETY

Employment and Labour Practice

Employment

Employment, Remuneration and Benefit Policies

Employee is one of the key stakeholders affecting the sustainability
of our business, their contribution and support are valuable at all
times. As such, the Group formulated and implemented a set of
comprehensive human resource management system, which is
prepared in accordance with Hong Kong Employment Ordinance,
the PRC Labour Law, the PRC Labour Contract Law, the Labour
Law of Cambodia and other prevailing laws and regulations, and
according to the industrial benchmarks.

The Group provides all employees relevant work guideline
documents according to the human resources management
system, which clearly conveyed messages to employees at all levels
regarding the employment policy, work ethics, and occupational
safety and health guidelines of the Company in which our business
is operating. We also ensure employees know clearly their rights
and welfare while working for the Group in compliance with
relevant laws and regulations according to the system and thus
protect the rights of both parties.

The Group has formulated a competitive package of remuneration
and welfare system, and determined a reasonable employee
remuneration and welfare package according to their job nature,
qualifications and performance as well as market conditions, with
reference to their performance appraisal. They included basic
remuneration, over-time salary, employees welfare and rights
(such as statutory and additional annual leave, sick leave, various
allowances, severance payments and provision of dormitories).

0 1 6 Luxey International (Holdings) Limited Annual Report 2020

HE

EERE TIES

B’

1R - % BH R 25 7B R

BEDFERMEBHERRNIEFNE
HERMXH—BEEZ@E2 At AEEHIE
YEBRBHIT-—E2ENANEREESE
AHIEERE (BEHHD) (FEARKXME
BENE) (FEARKMBEHARE) X
(B TR UREMRAERFOERNE
ML ARBRBITREERR -

REBANEREEGE S THAERERRH
B T R85 31 B MR 1 R A 48 2 O B
BERHETEZEEBAREBREEK  TERE
B ARBREIESIFME - RfITERER
7 BT R EL R R B AR M e R By - AR IR UL IR A&
MAE TR RIS T R

AEBECHIET —EEBRF HOF BN TS
HE ?REE\IE’JIVE\EE BE - THERAR

MHBER YR xﬁlaﬂﬁﬁﬁfﬂ/—\ﬁﬁ'ﬂﬁﬁ
FHMEEF - FE ‘:P BIEE A T E -
I?E*'J&%ﬁﬁ(ﬁﬂxﬁi&%ﬁi%ﬁfﬁx‘r@x‘%ﬁ

R EHERRERES) -



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

The Group pays mandatory provident fund and social insurance for
employees, provide commercial insurance, supplementary medical
benefits in accordance with applicable laws and industrial practice
of the region. The Group has implemented the “5-day-work week”
at its office in Hong Kong.

The Group also provides additional remuneration and welfare such
as evaluation bonus with reference to the employees’ performance,
financial results, market situation and other factors to attract and
retain talented employees.

During the Reporting Period, the Group had not involved in any
event of breach of laws and regulations relating to employment,
which had a significant impact on the Group.

Equal Opportunity and Diversity Policy

Through the comprehensive human resources management system,
the Group ensures equal treatment to employees and no employee
will suffer from any discrimination or be deprived of any treatment
due to gender, age, region, nationality, race, religion, sexual
orientation, disability, marital status, or any other reasons.

The Group puts no specific gender requirement on recruitment,
but the Group notices the fact that the proportion of its female
staff is relatively high. The Group believes it is attributable to the
nature of business and the labour population structure in the region
where the business operates, which also reflects the effective
implementation of the Group’s equal opportunity policy.

The Group encourages internal promotion, and actively fosters tier-
based management in the future. In determining staff promotion,
the Group mainly considers individual performance, qualifications,
personal will and business conditions of the Company without
taking into account their gender and nationality, so as to ensure all
staff enjoys equal promotion opportunities.
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Dismissal Policy

Under any reasonable circumstances where employees deliver
unsatisfactory performance, continue violating the codes of
the Company or the Company reorganises its human resources
structure and is required to dismiss employees, the Group will make
reasonable compensations to them in compliance with all relevant
Guides on the Employment Ordinance and in accordance with the
internal procedures and laws and terms of employment contract. In
the event of any special conditions, including dismissed employees
who are having doubt on related compensations and dismissal,
the Group may seek legal advice and ensure any dismissal will
not contravene with applicable laws and regulations. The relevant
provisions on termination of the employment relationship are set
out in the employment contracts of every employee.

Summary of employment data:

Unit
By
Total number of staff Number of staff
ETHY BT A%
By gender
14 51l b 45
—Male
— 5
—remale Perientage
— it AA L
By employment type
1 8 35 71l Lt 45
—Full-time, permanent (Male)
—2BERHAET (5M1)
—Full-time, permanent (Female)
—2BRHAET (1)
—Full-time, contract (Male) Percentage
Bt

—2BAEHNET (EH)
—Full-time, contract (Female)

—2RAMNET (K1)
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Unit
B
Total number of staff Number of staff
BTHH BT A
New staff Number
HEET A
Turnover Number
BIH% A

During the Reporting Period, given the economic condition and
market competition, the Group determined to rent less factory area
and make adjustment to the production plan. The Group believed
such situation was in line with the market condition, and confirmed
the Group had terminated the employment with such employees in
accordance with the applicable laws of employment and terms of
employment contract. The Group also confirmed there was not any
litigation or legal compensation resulting from the termination of
such employment.
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HEALTH AND SAFETY
Working safety

We care about the health and well-being of our employees. Due to
the nature of our businesses, some employees have to operate a
variety of machines during daily work, which involves certain safety
risk. As such, the Group implemented various safety measures to
ensure the occupational safety of the employees.

We provide a safe working environment to our staff (including
inviting third party testing organisations to conduct test at the
workplace, equip offices and plants with sufficient first-aid
appliances and fire prevention equipment).

We established the Health and Safety Committee to formulate a
series of detailed work health and safety guidelines and they are
under stringent supervision and implementation. With reference
to industrial practices and regulations, these guidelines standardise
the processes at all levels and through many years of improvements
and revisions, and ensure that the health and safety of all staff
are being protected. We identify and assess the safety and health
risks annually on each position of the Company, strictly monitor
and evaluate all the risks exposed due to use of new materials and
mechanical equipment.

In order to enhance staff to attach more importance on
occupational health and safety, the Group offers staff the training
and safety meetings, and participating in fire drills held by
respective departments and institutions on a regular basis. The
benefits provided by the Group to its long-term employees include
medical, pension and other conventional insurances.
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During the Reporting Period, the Group had no significant incident
of safety and work-related injury, and it had not been involved in
any event of breach of laws and regulations relating to safe working
environment and protection of employees from occupational
hazards; and no event involving the breach of health and safety
laws and regulations is identified.

Employees’ Welfare

The Group encourages our employees to participate in various
outdoor activities which are beneficial to their mind and body
during their spare time after daily work and pay attention to
their health, so as to promote their physical and psychological
development and help them strike a balance between life and work.
The Group organises and arranges all kinds of cultural, sports and
social activities to enhance interaction and understanding among
employees, maintain work and life balance and strengthen their
sense of belongings.

We also organise Christmas party, annual dinner or corporate
meeting during Christmas, New Year and other special occasions
to share the happiness with employees and reward staffs with
excellent performance.

Furthermore, certain employees, such as factory workers, are
on shift. We provide more considerate work arrangements for
employees when we develop weekly working hours and staff shifts,
and even consider the special needs of individual employees, such
as those who are new parents.
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DEVELOPMENT AND TRAINING

Training Data

Number of participants

SEEII AR

Number of participants accounted for
the total number of employees

SEBEIABUERE TS

By gender
=1 Bl
— Male
— B
— Female

-

By gender
&1 Bl
- Male
~S
— Female

et B

By positions
R AR
— Administrative staff
—fTBAE
— Others
—H At

By positions
R AR
— Administrative staff
—fTHAE
— Others
—H At

Unit
B

Number of staff

ETAZ

Percentage

Bt

Total hours
48 B B

The average hours

TR B

Total hours
FERS

The average hours

158 BR
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The Group actively attracts and retains talents, and trains employees
who have the potential to become managers in the long run.
The Group provides professional training to improve quality,
qualification and skills of the employees for their growth through
a series of training programs. The Group also encourages staff to
discuss with management regarding their promotion and career
objectives.

The Group encourages the directors of the Company (the
“Directors”) and senior management to participate in training
regarding the Rules Governing the Listing of Securities on the
GEM of the Stock Exchange (the “Listing Rules”) and corporate
governance from time to time, so as to improve the internal
control of the Company, and at the same time, we also encourage
accounting staff and company secretary to conduct a periodic
update on relevant professional knowledge.

In addition, the Group also provides various trainings on those
areas such as enterprise management, project management,
communication skills and presentation skills in relation to the
occupational development of staff.

Apart from training plans and arrangements, we encourage
internal promotion. We would provide support for employees
in participating on-job and professional trainings offered by the
Group, or other external trainings as well. The Group encourages
its employees to participate in external seminars to keep abreast of
changes and updates on areas of legal, and financial accounting
and reporting. The Group also encourages our Directors and senior
management to develop and refresh their knowledge and skills
by continuous professional development training, which includes
seminars and training, updates on regulatory requirements and
development and corporate governance practices.
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LABOUR STANDARDS

The Group's internal rules and labour system are made in strict
adherence to the Employment Ordinance (Chapter 57 of the Laws
of Hong Kong), the Regulation on Labour Security Supervision
issued by the State Council of the PRC and the Labour Law
of Cambodia and by reference to international standards. All
recruitment processes and promotion activities are stringently
implemented and supervised according to the human resource
management system of the Group.

The codes of conducts are clearly set out in all employment
contracts and staff codes of the Group. The conducts of all
employees are under a strict supervision to avoid non-compliance
incidents like employment of child and forced labour. In order to
avoid illegal employment of child and forced labour, the Human
Resources Department of the Group requires job seekers to provide
valid identification before confirming employment to ensure that
applicants can be employed in accordance with the law.

The Group will conduct investigations, punishment or dismissal to
relevant employees immediately when any illegal behavior is being
discovered. If necessary, the Group will further improve the labour
mechanism against illegal behaviors.

During the Reporting Period, the Group had no child or forced
labour.
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OPERATION PRACTICE

Supply Chain Management

The Group is engaged in the manufacturing of swimwear and
garment sectors for many years and has established a good
reputation in the industry and long-term mutual trust relationship
with its major suppliers. The Group develops a set of comprehensive
internal purchasing system in accordance with applicable laws and
standards in the PRC, Hong Kong as well as Cambodia. During
the Reporting Period, the suppliers of the Group are mainly raw
materials (mainly fabrics) suppliers and production equipment
suppliers from the PRC, Europe, Cambodia and Hong Kong.

The Group pays great attention to suppliers’ integrity and conduct
due diligence on suppliers to ensure that suppliers are having good
operational record in the past without any material violation or
any breach of commercial morality. Currently, we mainly rely on
individual suppliers to provide raw materials. Those suppliers have
undergone fair and rigorous supplier selection process, possess
reliable operation records and are able to continuously provide us
materials at a price which are competitive to the Group. Although
these suppliers have good past performance, the Group looks for
appropriate new suppliers regularly for risk control purpose.

After providing raw materials to the Group, regardless of
whether they are new or old suppliers, the Group will conduct
assessment on suppliers in terms of contract fulfilment according
to internal guidelines and check if our suppliers have fulfilled their
responsibilities under the procurement contracts, provide relevant
information reports timely and ensure that the raw materials
supplied have met the Group’s requirements. If any material issue
occurs or exists, the Group will change suppliers.
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Furthermore, the Group operates on a sustainable development
basis. It considers and balances the interests of stakeholders where
practicable. Therefore, as one of the critical links in the supply chain
management, the Group actively communicates with suppliers to
enable them to understand the Group’s philosophy and values, and
appropriately reviews the implementation of policies and measures
of suppliers in relation to environmental protection.

PRODUCT LIABILITY
Product quality

The customers of the Group are mainly branded swimwear and
garment enterprises in the European markets. The Group attaches
great importance to products’ quality and reputation, and actively
assures products and services quality through internal control. The
Group has already set up comprehensive internal quality inspection
system to ensure products are meeting the quality requirements.

The quality inspection system of the Group mainly includes as
follow:

i. Periodic workplace inspection, check documentations
and inspect raw materials quality to ensure they meet
documentation requirements and provide inspection reports;

i. Check production process and ensure technology used is
accurate with sound operation of production equipment;

iii. Check whether packaging such as carton boxes, plastic bags

and price tags are correct according to documentations and
ensure meeting customers’ requirements upon delivery;
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iv. ~Conduct product quality inspection to ensure that size,
wordings, colour and printing of the finished products
are manufactured exactly according to the customers’
requirements;

v.  Itis subject to signatory and stamping by supplier’s executives
after the aforementioned inspection.

The Group requires its staff to observe the above quality inspection
system as well as all other working guidelines to ensure products
meet the quality requirements. Save as guidelines and handbooks,
we also arrange relevant trainings for staff to improve their
professional technological skills from time to time.

During the Reporting Period, we received no complaints or claims
from our customers arising from the quality issues of the Group's
products.

Communication with customers

The Group maintains and reviews different communication
channels with customers to obtain customer feedback, understand
customer need and handle customer complaints timely, whereby
investigation on customer complaints and services will be
conducted and improve our customer service system.

Policies of privacy

We hardly get access to the personal information of our customers
or confidential data of enterprises in the ordinary course of
business, however, we attach great attention to the protection of
privacy and intellectual property. We ensure that all the business
data of our customers which may be accessible will be properly
dealt with by our staff and will not be used or leaked without
authorisation.
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Advertising and Labelling

The Group made no large-scale propaganda for our products.
Our sales mainly rely on the long-term stable business relationship
with existing customers and sales personnel’s introduction. The
description of our products and statements from sales personnel
and product labels ensure our compliance with the Advertisement
Law of the PRC (HF2E A R £ MBIEEE) | the Interim Measures
for the Administration of Internet Advertisement ( & B 48 /& & &
EE{79%%) and other applicable laws and regulations governing
advertising and labeling enacted by the country, regions or industry
associations and there is no exaggeration or untruth.

During the Reporting Period, the Group has complied with all the
laws and regulations relating to health and safety, advertising,
labeling and privacy matters in respect of the products and services
provided, which had a significant impact on the Group.

ANTI-CORRUPTION

The Group strictly complies with applicable anti-corruption laws
and moral standards. During the Reporting Period, there was no
case of corruption, bribery, extortion, fraud and money laundering
lodged against the Group or our employees.

The Group has formulated the convention against corruption and
a set of comprehensive anti-corruption and fraudulent mechanism
pinpointing at the whole supply chain from upstream suppliers to
downstream end-customers, as well as the capital market operation
of investors, shareholders and institutions. The Group provides
periodic anti-corruption training and information to employees
to raise their anti-corruption awareness, thereby ensuring
every employee is in compliance with local rules and has good
professional conduct.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

The Group has engaged an independent internal control and risk
advisory team, which has assisted in monitoring the corporate
governance of the Group and in providing an objective assessment
to the Board of Directors on whether a sound internal control
system is maintained and operated by management. The Group
also engaged independent auditor to conduct external audit, in
order to prevent and control the fraud or wrongdoings within the
Group.

During the Reporting Period, the Group had not identified
any corruption or fraud event. The Group will review the
implementation of respective systems periodically and devote more
resources to improve the mechanism if necessary.

Whistle-blowing policy

We carry out whistle-blowing system to allow anonymous
reporting. If a reporting case is received (whether from internal
or external), the Group will arrange a senior executive to conduct
investigation and is assisted by relevant internal audit, human
resources and legal functional departments. The investigation
results will be reported to senior management. In the event of any
illegal activities by any employee, the Group will notify the relevant
law enforcement agencies and assist them in the investigation.
Throughout the reporting and investigation process, the Group
undertakes to protect the identity of the person whistleblowing the
case.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIF-HEBKRES

HhS

COMMUNITY
Community Investment

The Group places importance on social responsibility of an
enterprise, upholds the philosophy of “giving back to society where
we take from”, and encourages employees’ awareness of caring for

the community and helping each other.

During the Reporting Period, the Group actively repays to
society, and participates in various community activities such as
provides leave for voluntary services. We hope to raise employees’
community awareness through organising or participating in such
kind of community activities to let them contributing back the
community practically, promote their care and help the needed. We
also encourage employees to share proactively after the activities,
influence others to participate more volunteer activities and
establish proper values.

The Group will continue to cooperate with more organisations

and institutions and offer them more support to make greater
contributions to the society.
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HKEX ESG GUIDE CONTENT INDEX

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIF - HEKREIS

HhE

EEBEXZMERDE (RR -HERE

Bl EES) Rl

Subject areas Content Section in this ESG Report
TEHE RE RESGHR & EH

A. Environmental

AEBE

A1 Emissions

ATEER S

General disclosure

Information on the policies; and compliance with relevant

Environmental

laws and regulations that have a significant impact on the | — 1. Emissions
issuer relating to air and greenhouse gas emissions, discharges
into water and land, and generation of hazardous and non-
hazardous waste.

— AR EE BHERNORERBYN - ﬁ7}<&iiﬂzﬁ’ﬁ3hﬁ BERESE | ®R
BEODHELSFNHRNETHETABEALENMER | —1.58W

EREROINE R

A2 Use of resources

A2ERERA
General Policies on the efficient use of resources, including energy, | Environmental
water and other raw materials. — 2. Use of resources
— R EE BRUEAER (BFER K REARMEL) B RIR
—2.BR{EHA

A3 Environment and natural resource

ABRERAARER

General disclosure

Policies on minimising the issuer’s significant impact on the
environment and natural resources.

Environmental
— 3. Environment and
natural resource
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RIG- HEBKREIBSHRS

Subject areas Content Section in this ESG Report
B3 B RESGHREEH

B. Social

B.ALEEE

Employment and Labour Practices

BREREIER

B1 Employment

B1E(E

General disclosure

Information on the policies; and compliance with relevant
laws and regulations that have a significant impact on the
issuer relating to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunity,
diversity, anti-discrimination, and other benefits and welfare.

Employment and
Labour Practices
— 1. Employment

— R R

BREF N E BRELET TIERE - RA FEKE -
LIt RIER A R A 8 R AR M AV ERR « N8 < 5 31T
ABEAZENBBERZRBADINER -

BERLSTIER
—1EE

B2 Health and safety

B2 &

General disclosure

Information on the policies; and compliance with relevant
laws and regulations that have a significant impact on the
issuer relating to providing a safe working environment and
protecting employees from occupational hazards.

Employment and
Labour Practices
— 2. Health and safety

— MR R

FRRHZE2THERELMREREBEBEMEZTOBEK
NEBTHETABEAZENAREIRLRIINER -

BENETER
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RIR-HEBKREIBHRS

Subject areas Content Section in this ESG Report
TEEHE R&E RESGH & EH

B3 Development and training

B3 & I 3% 5l

General disclosure

Policies on improving employees’ knowledge and skills for
discharging duties at work. Description of training activities.

Employment and
Labour Practices

— 3. Development and
training

— R E

BRI B IE1T TR E A A 38 M BE M BUR B el 55
FEE

BRERLREIER
—3.F R LI

B4 Labour standards

B4%5 T XAl

General disclosure

Information on the policies; and compliance with relevant laws
and regulations that have a significant impact on the issuer
relating to preventing child and forced labour.

Employment and
Labour Practices
— 4. Labour standards

— R
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AR RATER -

BENMSIER
—4 B TiEE

Operating practices

“EEH

B5 Supply chain management

B5HEEEE

General disclosure

Policies on managing environmental and social risks of the
supply chain.

Operating practices
— Supply chain management
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RIR - HEBREIBHRS

Subject areas Content Section in this ESG Report
B3 B RESGHREEH

B6 Product responsibility

B6EmEE

General disclosure Information on the policies; and compliance with relevant laws | Operating practices

and regulations that have a significant impact on the issuer | — Product responsibility
relating to health and safety, advertising, labelling and privacy
matters relating to products and services provided and methods

of redress.
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B7 Anti-corruption

B7IRE5

General disclosure

Information on the policies; and compliance with relevant laws
and regulations that have a significant impact on the issuer
relating to bribery, extortion, fraud and money laundering.

Operating practices
— Anti-corruption

— MK ER BRI SR MFERARENBR LB HET | 2&EIED
ABBEAZENHRBEERLBONER - -REF

Community

HE

B8 Community Investment

B8 BIRE

General disclosure Policies on community engagement to understand the needs | Community

of the communities where the issuer operates and to ensure its
activities take into consideration the communities’ interests.

— Community investment

—MRIXEE
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—HERE
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL PERFORMANCE

For the year ended 30 June 2020 (the “Year”), loss attributable
to owners of the Company was approximately HK$25,673,000.
Comparing to loss attributable to owners of the Company for
year ended 30 June 2019 of approximately HK$3,898,000, the
increase in loss attributable to the owners of the Company was
mainly attributable to (i) decrease in other income of approximately
HK$1,521,000 (2019: HK$6,578,000); (ii) increase in write off/
impairment of property, plant and equipment of approximately
HK$2,232,000 (2019: HK$1,201,000); (iii) allowance for trade and
other receivables to approximately HK$10,056,000 (2019: reverse
HK$14,615,000); and (iv) increase in finance cost HK$2,155,000
(2019: HK$728,000); and partially set off by (i) decrease in
administrative expenses, HK$23,914,000 (2019: HK$25,971,000);
and (ii) increase in gross profit of approximately HK$3,959,000
(2019: gross loss HK$2,353,000).

Revenue and Gross (Loss)/Profit

For the Year, the Group's total revenue and gross profit were
approximately HK$77,809,000 and HK$3,959,000 respectively,
as comparing to approximately HK$131,778,000 and gross loss
HK$2,353,000 respectively for the year ended 30 June 2019.

Details of the decrease in total revenue and decrease in gross loss
are discussed below:

Manufacturing and trading of high-end swimwear and
garment products (“Swimwear and garment segment”)

The revenue generated from Swimwear and garment segment
for the Year was approximately HK$46,443,000 (2019:
HK$44,721,000). Gross loss for the Year was approximately
HK$1,252,000 (2019: HK$6,888,000). Gross loss for the Year was
2.70% (2019: gross loss ratio of 15.40%). Decrease in gross loss for
the Year was mainly due to decrease in labour cost, as compared
with the corresponding period in 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

E 12351 i 8 53 i

E-commerce and on-line shopping related services
(“E-Commerce and on-line shopping related segment”)

The E-commerce and on-line shopping related segment mainly
represents (i) buying, refurbishing and selling second hand mobile
phones through online platforms, trading of cameras and electronic
parts and (ii) acting as agents (“Agency Services”) for suppliers
in arranging and providing value added services on facilitating
the sale of second hand mobile phones to buyers through online
shopping platforms. The revenue generated from E-Commerce and
on-line shopping related segment for the Year was approximately
HK$28,486,000 (2019: HK$86,637,000). Gross profit for the Year
was approximately HK$2,331,000 (2019: HK$4,115,000). Gross
profit ratio for the Year was 8.18% (2019: 4.75%). The decrease in
revenue was mainly due to increase in Agency Services.

Money lending business (“Money lending segment”)

The revenue generated from Money lending segment for the
Year was approximately HK$2,880,000 (2019: HK$420,000).
Gross profit for the Year was approximately HK$2,880,000 (2019:
HK$420,000). Gross profit ratio for the Year was 100% (2019:
100%).

OPERATIONS

During the Year, the Group maintained an effective cost measures
in controlling the cost structure of its operations. Besides, the
Group will be extremely prudent in the expansion of its operations
in an organic manner. We also believe that it is of the Group’s best
interest to explore different sources of income while still maintains
an effective and efficient overhead structure for our supporting
departments in each of the business segments under operation.
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2020, the Group had total assets of approximately
HK$148,003,000 (2019: HK$110,468,000). As at 30 June 2020,
the Group had short term borrowings HK$59,500,000 (2019: nil).
The increase of total borrowings was mainly due to increase of the
shareholders loan during the Year. As at 30 June 2020, the Group
had bank and cash balances of approximately HK$19,624,000
(2019: HK$47,701,000). The Group has a current ratio of
approximately 1.49 comparing to that of 4.33 as at 30 June 2019.
As at 30 June 2020, the Group’s gearing ratio of 182% (2019:
-27%) was calculated as net debt divided by total equity. Net debt
is calculated as total liabilities (including current and non-current
liabilities as shown in the consolidated statement of financial
position) less cash and cash equivalents. Total equity represents the
equity as shown in the consolidated statement of financial position.

USE OF PROCEEDS

The Subscription was completed and shares were issued on 30
November 2017. The premium on the issue of shares, amounting
to approximately HK$62,890,000, net of share issue expenses, was
credited to the Company’s share premium account.

All proceeds have been utilised by the Group as to (a) approximately
HK$30 million as working capital for its swimwear and garment
business including but not limited to purchase of raw materials,
rental, wages and other administrative expenses; (b) approximately
HK$30 million as working capital for its trading business including
but not limited to purchase of inventories; and (c) approximately
HK$9.8 million as general working capital of the Group including
administrative expenses, professional fees and general corporate
expenses. Such use was in accordance with the intended use are set
out in the announcement of the Company dated 10 April 2018.

The Company has not conducted any equity fund raising activities
during the Year.

AR (21k) BRAS

E 12351 5 8 53 i

RBETRUMBER

RZZEZZTEFANA=Z1TH AEBZEER
BE#) 575 ¥148,003,000c (ZE— N F: B
110,468,0007) - R—_E-_FEFA=1+H"
A& B % B 5 B {8 B %59,500,000T (= F
—NFEE) BEBBIENDIEEHRA
FERAZRREEFEMAB - R _FF X
A=1THB AEBEZRITEBAESEFTHRBE
19,624,0007T (=& — S5 : & ¥47,701,000
L) AREBZREEXLNR149 - MR-E
—NEANA=THZRBL XA /L33 - R
TTFRNA=ZTH ZRBEFERAERR
BitE AEECERBELRERI12% (ZF
—NE:-27%) - BEFERAELRE (BEK
EMBIRARARZ R RIERBEE) RIR
e RREEFEEEFE BB RESNE
AR IR TR 2 W% o

FRriERERE

R_ZTE—+F+—A=+H RBEHECE®
RERMDEERIT-HITRHO ZaEBHELE
62,890,0007C (HIBRAR (D ETH &) EFF AR
AR Z BB ERR -

AEBCBHAMAMERE HP@OEK
30,000,000t AIEE XK RIREEB 2 EEE
T BREATRRERERME e ITERHE
TR X ¢ (b)#9 7% #30,000,000T A{EH &
PEBIEBEES BREEATERARBEE:
K (04775 9,800,000t BIEA KB 2 — &8
B (BETHAX BXERR—REEHR
) - BRERENERAARBHAE-_T—N\F
MA+RZAHAESZREREEA -

REREARBL EBETEMNRAEE L -

—z—szz ()37



MANAGEMENT DISCUSSION AND ANALYSIS
E 122851 5 53 il

KEY RISKS AND UNCERTAINTIES FERBRTHBAREZE

Our Group's financial condition, results of operations and business A& B 2 B AA R « &8 E 45 M E KA1 = 7] 88
prospects may be affected by a number of risks and uncertainties S ZE|EAEEEKEESEZRE 2 ZHERR
directly or indirectly pertaining to our Group's businesses. The & TR EFE - UTNARNEBHAIE 2 E
following are the key risks and uncertainties identified by our ZRKRETHABAEE B TXAHIEIN HETF
Group. There may be other risks and uncertainties in addition to ~ fEZARSEE I AR XNEsk B A1 AJ ETE KRB B A]
those shown below which are not known to our Group or which  §EBE ARz HE M [E R & TEAEARE & -

may not be material now but could be material in the future:

1. Reliance on a small number of key suppliers 1.

The Group's five largest suppliers, which accounted for 40%
(2019: 65%) of the Group's total purchases, There is no
assurance that these major suppliers shall continue to provide
the goods to us at price acceptable to our Group. In the
event that our Group were unable to retain these suppliers,
or procure replacement suppliers, our business, results of
operations, profitability and liquidity might be adversely
affected. However, the Group has established strong business
relationship with these major suppliers.

2. Reliance on a small number of key customers 2.

The Group's five largest customers, which accounted for
38% (2019: 71%) of the Group's total revenue. There is no
assurance that major customers will continue to conduct
business with us. In the event that major customers materially
reduce their purchase orders with the Group or cease to
conduct business with the Group and the Group fails to obtain
a comparable level of purchase orders from new customers,
the Group's business, result of operations and financial
condition may be adversely affected. Customer satisfaction
with our products has a profound effects on our profitability.
To provide good quality services to our customers, our Group is
in constant communication with our customers and potential
customers to uncover and create customer needs and help
customers make informed decision.
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MANAGEMENT DISCUSSION AND ANALYSIS

3. Foreign exchange rate risk

The Group business transactions, assets and liabilities are
mainly denominated in Hong Kong dollars, Renminbi and
United States dollars, of which the Group's exposure to foreign
exchange risk is considered as limited. During the Year, the
Group did not carry out any hedging activity against foreign
currency risk. Any substantial exchange rate fluctuation of
foreign currencies against Renminbi may have a financial
impact on the Group. The Group will continue to monitor its
foreign exchange position and, if necessary, utilise hedging
tools, if available, to manage its foreign currency exposure.

4. Investment risk

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

As at 30 June 2020, issued and fully paid share capital of the
Company included (a) 6,908,772,313 (2019: 6,828,772,313)
ordinary shares of HK$0.01 each; (b) 1,083,333,333 convertible
non-voting preference shares (“CPS”) (2019: 1,083,333,333) of
HK$0.15 each; and (c) 189,100,000 (2019: 204,100,000) series
B convertible non-voting preference shares (“Series B CPS") of
HK$0.16 each. Pursuant to the terms of the CPS and Series B CPS,
the conversion prices of the outstanding CPS and Series B CPS
were adjusted from HK$0.65 and HK$0.16 per share to HK$0.13
and HK$0.032 per share respectively as a result of completion of
the rights issue, and further adjusted to HK$0.12 and HK$0.030
per share respectively as a result of completion of the placing and
subscription on 14 October 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS
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HEDGING POLICY

The Group does not have any material exposure to fluctuations in
exchange or interest rates. Therefore, no hedging measures have
been taken at present.

CREDIT POLICY

The credit terms given to customers are generally based on the
financial strengths of individual customers. The Group generally
allows an average credit term of 14 to 90 days to its trade
customers.

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2020, the Group had 722 full time employees
compared with that of 711 in the previous financial year. The
staff costs, including directors’ remuneration, were approximately
HK$28,349,000 (2019: HK$33,397,000). The Group offers a
comprehensive remuneration package and benefits to its full time
employees in compliance with the regulations in Hong Kong, the
PRC and the Cambodia respectively, including medical scheme,
provident fund or retirement fund. In addition, the Group adopts
a share option scheme for eligible employees (including Directors)
and consultants to provide incentives to participants for their
contributions and continuing efforts to promote the interests of the
Group.

CONTINGENT LIABILITIES

As at 30 June 2020, the Group did not have any material
contingent liabilities (2019: Nil).

CHARGE ON ASSETS
The Group has pledged bank deposits of approximately

HK$263,000 (2019: HK$361,000) to secure banking facilities
granted to the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

PROSPECT

The adverse impact of the coronavirus pandemic on the Group’s
manufacturing and trading of swimwear and garment products
segment has begun to materialize and reflected on the significant
reduction of orders on hand. The prospects for this segment
remain challenging as it is closely tied to the development of the
coronavirus pandemic. The Group will continue to adopt costs
cutting measures in response to the current unfavourable market
condition which is expected to be temporary. The Group is well
position to capture the business opportunities from the expected
market recovery. The Company is committed to maintaining this
segment as the Group's principal business despite the uncertainties
ahead. The Company will continue to deepen its relationships with
existing customers and will seek new business opportunities with
new customers including domestic customers in China.

For the E-commerce and on-line shopping related segment, due
to the coronavirus pandemic, global trading activities and logistics
were seriously disrupted which adversely affected the supply of
second hand mobile phones. However the online demand for such
products remained strong even in the midst of the pandemic. It is
expected that with the gradual resumption of trading activities and
cargo movement, this segment will catch up quickly. The Group
intends to further expand its scale of operation in this segment
and capture the business opportunities from the expected market
recovery.

For the money leading business, the Group will continue to
maintain and develop the business and to allocate sufficient
resources to meet business demands.

The management of the Group continues to formulate its
business strategies to optimise the use of its operating and
financial resources. It will consider to diversify its operations where
appropriate business opportunities arise.
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DIRECTORS’ REPORT

EFEEHRSE

The directors of the Company (the “Directors”) are pleased to
submit their report together with the audited financial statements
of the Company and its subsidiaries (collectively, the “Group”) for
the year ended 30 June 2020 (the “Year").

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS
OF OPERATIONS

The principal activity of the Company is investment holding. The
principal activities and other particulars of the subsidiaries are set
out in note 21 to the consolidated financial statements.

The Group’s operations and assets are located in Hong Kong,
the People’s Republic of China and the Kingdom of Cambodia.
An analysis of the Group's performance for the Year by business
segments and consolidated revenue and non-current assets of the
Group by geographical segments are set out in note 10 to the
consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the Year are set out in the consolidated
statement of profit or loss and consolidated statement of profit or
loss and other comprehensive income on pages 84 to 85 of this
annual report.

The Directors do not recommend the payment of a dividend (2019:
Nil).

BUSINESS REVIEW
The business review of the Group for the Year is provided in the

section headed “Management Discussion and Analysis” of this
annual report.
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FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 211 and
212 of the annual report.

SHARES ISSUED DURING THE YEAR

Details of share issued during the Year are set out in note 32 to the
consolidated financial statements.

RESERVES AND DISTRIBUTIVE RESERVES

Movements in the reserves of the Company and the Group during
the Year are set out in note 34(b) to the consolidated financial
statements and in the consolidated statement of profit or loss
and other comprehensive income and consolidated statement of
changes in equity respectively.

The Company's reserves available for distribution comprise the

share premium account, less accumulated losses.

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

There are no purchase, sale or redemption of the Company’s listed
securities by the Group during the Year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Articles of Association (the “Articles”) and the laws of the Cayman
Islands which would oblige the Company to offer new shares on a
pro-rata basis to existing shareholders.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the
Group during the Year are set out in note 19 to the consolidated
financial statements.
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DIRECTORS’ REPORT

EFEEHRSE

BORROWINGS AND PLEDGE OF ASSETS

Pledge of assets and particulars of borrowings of the Group as at
30 June 2020 are set out in notes 25,28 and 29 to the consolidated
financial statements.

SHARE OPTION SCHEME

Details of the share option scheme are set out in note 35 to the
consolidated financial statements.

EQUITY-LINKED AGREEMENTS

Save for the share option scheme and the warrants subscription, the
Company has not entered into any equity-linked agreement for the
Year.

DIRECTORS

The Directors during the Year were:

Executive Directors

Ms. Chan Hiu Kwan
Mr. Lau Chun Fat, George

Independent Non-Executive Directors

Dr. Lee Chung Mong, John
Mr. Tam Wing Kin
Mr. Fung Chan Man, Alex

In accordance with the Articles, Mr. Lau Chun Fat, George and Mr.
Fung Chan Man, Alex shall retire at the Annual General Meeting. All
the retiring Directors, being eligible, offer themselves for re-election
at the Annual General Meeting.
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CHANGE IN INFORMATION OF DIRECTORS

Pursuant to Rule 17.50A(1) of the Rules Governing the Listing of
Securities on the GEM of the Stock Exchange of Hong Kong Limited
(the "GEM Listing Rules”), the changes in information of Directors
of the Company subsequent to the date of the 2019 Annual Report
required to be disclosed were (i) the updated biographic details of
the Directors set out on pages 6 to 7 of the annual report; and (ii)
Mr. Fung Chan Man, Alex, an Independent Non-executive Director
of the Company, resigned as an independent Non-executive
Director of On Real International Holdings Limited, effective from
20 September 2019.

Save as disclosed above, there is no other information required to
be disclosed pursuant to the Rule 17.50A(1) of the GEM Listing
Rules.

DIRECTORS’ SERVICE CONTRACTS

No Directors proposed for re-election at the forthcoming Annual
General Meeting has an unexpired service contract with the
Company which is not determinable by the Company or any of its
subsidiaries within one year without payment of compensation,
other than normal statutory obligations.

None of the Directors has a service contract with the Company
which is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.

The Board of Directors (the “Board”) confirmed that the Company
has received, from each of the Independent Non-executive
Directors, an annual confirmation of his independence pursuant to
Rule 5.09 of the GEM Listing Rules. The Company considers that
they are independent under Rule 5.09 of the GEM Listing Rules.
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DIRECTORS’ REPORT
EFEBHRS

DIRECTORS’ REMUNERATION

The Directors’ fees are subject to shareholders’ approval at general
meetings. Other emoluments are determined by the Board with
reference to Directors’ duties, responsibilities and performance and
the results of the Group.

DIRECTORS’ MATERIAL INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS THAT ARE
SIGNIFICANT IN RELATION TO THE GROUP’S BUSINESS

Save for contracts amongst group companies, no other
transactions, arrangements and contracts of significance to which
the Company'’s subsidiaries was a party and in which a Director of
the Company and the Director’s connected party had a material
interest, whether directly or indirectly, subsisted at the end of the
Year or at any time during the Year.

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Brief biographical details of directors and senior management are
set out on pages 6 to 7 of this annual report.

EMOLUMENT POLICY

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

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

The Company has adopted a share option scheme as an incentive

to Directors and eligible employees, details of the scheme is set out
in note 35 to the consolidated financial statements.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND/
OR SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY OR ANY
SPECIFIED UNDERTAKING OF THE COMPANY OR ANY
OTHER ASSOCIATED CORPORATION

As at 30 June 2020, none of the directors and chief executives
of the Company has any interests or short position in the shares
("Share"”), underlying Shares or debentures of the Company or any
of its associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) which were recorded
in the register required to be kept by the Company under Section
352 of the SFO, or otherwise notified to the Company and the
Stock Exchange pursuant to the required standards of dealings by
Directors of the Company as referred to in Rules 5.46 to 5.67 of the
GEM Listing Rules.
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DIRECTORS’ REPORT
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Substantial shareholders interests and short positions in
shares and underlying shares

As at 30 June 2020, other than the interests of a Director or
chief executive of the Company as disclosed under the heading
“Directors” and chief executive's interests and/or short positions in
the shares, underlying shares and debentures of the Company or
any specified undertaking of the Company or any other associated
corporation” above, the interests and short positions of persons in
the shares and underlying shares of the Company as recorded in the
register required to be kept by the Company under Section 336 of
the SFO were as follows:

(i) Long positions in shares

FERRRROREBROD ZESER AR

R-ZE-ZTFEXA=Z+H BIEX[EERTE
ITHABRARRKARNE 2RI
ERE B AE 2 5 - AR R EEE
XK/ IKR | —HTEEZEETRNAR
AT ETHRAB 2RI AT ALTRARQA
B RIS P HEAR B REARRRRIEZES
R EKRAIEIKAFE 2 S zERmk
KB

() RRGZHFE

Approximate
percentage of

Type of issued share
Name of shareholder Number of shares interests capital (%)
HEBITRAE
BRER BB o ER EmEn BABE2EE(%)
(Note 1)
(HtaE1)
Mr. Lau Chi Yuen, Joseph 1,490,741,995 Corporate 21.58%
(Note 2)
AERrRESE 1,490,741,995 NS
(Htat2)
JL Investments Capital Limited 1,416,741,995 Beneficial 20.51%
JL Investments Capital Limited 1,416,741,995 B
Big Good Management Limited 1,350,533,845 Beneficial 19.55%

("Big Good")
Big Good Management Limited
(IBig Good |)

1,350,533,845
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Name of shareholder Number of shares
BRRHER BB gl =
Mr. Ma Hoi Cheuk (“Mr. Ma") 1,350,533,845

(Note 3)
Bl ELE([HxE]) 1,350,533,845

(H1:#3)
Wide Select Investments Limited 916,420,000

("Wide Select”)

Wide Select Investments Limited 916,420,000

(Twide Select J)

Mr. Lee Yim (“Mr. Lee") 916,420,000
(Note 4)
e ([FEE]) 916,420,000
(K1it4)
Notes:

1. The percentage of issued share capital had been arrived at on the
basis of a total of 6,908,772,313 Shares in issue as at 30 June 2020.

2. These shares are held as to 74,000,000 shares by Mr. Lau personally
and as to 1,416,741,995 shares by JL Investments Capital Limited
("JL Investments”), which is wholly-owned by Mr. Lau. Mr. Lau is
deemed to be interested in the shares held by JL Investments.

3. Big Good is wholly-owned by Mr. Ma who is deemed to be

interested in underlying shares held by Big Good.

4. Wide Select is wholly-owned by Mr. Lee who is deemed to be
interested in underlying shares held by Wide Select.
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(i) Long positions in the shares and underlying shares of (i) RELXERGRERELTET R HBEKLG

equity derivatives of the Company

Name of shareholder Number of shares
BRER BB BoEE
Big Good 2,337,699,999
(Note 3 & 4)
Big Good 2,337,699,999
(K1at3k4)
Mr. Ma 2,337,699,999
(Note 2)
BhaE 2,337,699,999
(K1z#2)

Notes:

1. see Note 1 on page 49.
2. see Note 3 on page 49.

3. Big Good was the holder of 1,063,333,333 convertible non-voting
preference shares of HK$0.15 each which have no voting rights and
are convertible into ordinary shares. Pursuant to the terms of the
convertible non-voting preference shares, the conversion price of
the outstanding convertible non-voting preference shares has been
adjusted from HK$0.13 per share to HK$0.12 per share immediately
after 15 July 2016 as a result of completion of the subscription and
placing on 14 October 2016.
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4. Big Good was also the holder of 189,100,000 series B convertible
non-voting preference shares of HK$0.16 each which have no voting
rights and are convertible into ordinary shares. Pursuant to the
terms of the series B convertible non-voting preference shares, the
conversion price of the outstanding series B convertible non-voting
preference shares had been adjusted from HK$0.032 to HK$0.030
per share immediately after 15 July 2016 as a result of completion of
the subscription and placing on 14 October 2016.

(iii) Short positions in the Shares and underlying Shares of
equity derivatives of the Company

Save as disclosed above, as at 30 June 2020, the Directors of
the Company were not aware of any other person (other than
the Directors and chief executive of the Company) who had
interests or short positions in the shares or underlying shares
of the Company as recorded in the register required to be kept
by the Company under Section 336 of the SFO.

DIRECTORS’ AND CHIEF EXECUTIVE'S RIGHT TO
SUBSCRIBE FOR EQUITY OR DEBT SECURITIES

At no time during the Year was the Company or any of its
subsidiaries a party to any arrangements to enable the Directors
to acquire benefits by means of the acquisition of equity or debt
securities of the Company or any other body corporate.

MANAGEMENT CONTRACTS

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

Save as disclosed under the section headed “Connected
transactions and continuing connected transactions” below in this
Director’s Report, there was no contract of significant between the
Company or any of its subsidiaries and a controlling shareholder or
any of its subsidiary during the Year.
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CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

During the Year and up to the date of this report, no connected
transactions were entered into between the Company or any of
its subsidiaries and a connected person as defined under the GEM
Listing Rules.

SUFFICIENCY OF PUBLIC FLOAT

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

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group's revenue and purchases
attributable to the major customers and suppliers during the Year is

as follows:

The largest customer SN

Five largest customers in aggregate AARBEFEE
The largest supplier BAHER

Five largest suppliers in aggregate AR ST

At no time during the Year have the Directors, their respective
associates and any Shareholder (who to the knowledge of the
Directors owns more than 5% of the issued share capital of the
Company) had any interest in any of the five largest customers and
suppliers of the Group.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE

The Group is committed to contributing to the sustainability of
the environment and maintaining a high standard of corporate
social governance essential for creating a framework for motivating
staff, and contributes to the community in which we conduct our
business and creating a sustainable return to the Group.

HEALTH AND SAFETY

Health and safety are the most pressing concern across our business
operations. The Group strives to provide a healthy and safe working
environment to the employees.

ENVIRONMENT PROTECTION

Conservation of the environment is a key focus for the Group.
The Group complies with environmental legislation, encourages
environmental protection and promotes environmental protection
awareness to all employees of the Group.

COMMUNITY INVOLVEMENT

The Group is committed to participating in community events from
time to time, and to the improvement of community well-being and
social services. The Group supports and encourages staffs to actively
participate in a wide range of charitable events outside working
hours, to raise awareness and concern for the community, and to
inspire more people to take part in serving the community in order
to provide loving care and financial assistance to the needy.

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

The Group has adopted compliance and risk management
policies and procedures, and members of the senior management
are delegated with the continuing responsibility to monitor
adherence and compliance with all significant legal and regulatory
requirements.
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As far as the Board is aware, the Group has complied in material
respects with the relevant laws and regulations that have a
significant impact on the business and operation of the Company
and its subsidiaries.

RELATIONSHIPS WITH EMPLOYEES

Employees is one of the key stakeholders who affected the
sustainability of our business, their contribution and support are
values at all times. The Group believes that our people are critical
success factors to the Group’s competitiveness in the market.
As such, the Group regularly reviews compensation and benefits
policies accordingly to industry benchmark as well as the individual
performance of employees. Share options are provided to retain
loyal employees for the purpose of providing incentives and rewards
to eligible participants who contributed to the success of the
Group's operations.

The Group encourages its employees to participate in external
seminars to keep abreast of changes and updates on areas of
legal, compliance and financial accounting and reporting. Through
these types of training, we believe that the Group can increase
its efficiency and productivity while in general, the risk and
uncertainties of the Group can be reduced. The Company also
encourages continuous professional development training for the
Directors and senior management to develop and refresh their
knowledge and skills which includes seminars and training, updates
on regulatory requirements and development and corporate
governance practices.

PERMITTED INDEMNITY PROVISION
A permitted indemnity provision that provides for indemnity against

liability incurred by the Directors and officers of the Company is
currently in force and was in force throughout the Year.
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COMPETING INTERESTS

The Directors are not aware of, as at 30 June 2020, any business or
interest of each Director, substantial shareholder and management
shareholders (as defined in the GEM Listing Rules) and their
respective associates that competes or may compete with the
business of the Group and any other conflicts of interest which any
such person has or may have with the Group.

DIVIDEND POLICY

The Board has adopted a dividend policy (the”Dividend Policy”)
during the year, according to the Dividend Policy, when determining
whether to declare any dividend in the future and the amount of
dividend to be declared, the Board shall take into account, included
but not limited to:

(i) the Group's liquidity position and future commitments; (ii)
the Group’s actual and expected financial performance; (iii) the
Group's business operation strategy, including expected working
capital requirements, capital expenditure requirements and future
expansion plans; (iv) the general economic conditions and other
internal or external factors that may have an impact on the business
or financial performance and position of the Company; (v) retained
earnings and distributable reserves of the Company; (vi) any
restrictions on payment of dividends that may be imposed by the
Group's lenders; and (vii) any other factors that the Board deems
appropriate.
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CODE ON CORPORATE GOVERNANCE PRACTICES

The Board is committed to maintain high standards of corporate
governance for the Company. During the Year, the Company is in
compliance with the Corporate Governance Code (the “CG Code")
as set out in Appendix 15 to the GEM Listing Rules except provisions
A.4.1 of the CG Code as detailed below:

Code Provision A.4.1

Under the code provision A.4.1 of the CG Code, Non-executive
Directors should be appointed for a specific term, subject to re-
election. The current Independent Non-executive Directors are not
appointed for specific terms, but are subject to retirement and re-
election at Annual General Meeting of the Company in line with the
Company's Articles of Association. As such, the Company considers
that sufficient measures have been taken to ensure the Company'’s
corporate governance practices are no less exacting than those in
the CG Code.

AUDITOR

The consolidated financial statements for the Year have been
audited by Elite Partners CPA Limited. A resolution will be submitted
to the Annual General Meeting to re-appoint Elite Partners CPA

Limited as auditor of the Company.

On behalf of the Board

Lau Chun Fat, George
Chairman

Hong Kong, 24 September 2020
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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRACTICES

The Board of Directors (the “Board”) is committed to maintain
high standards of corporate governance for the Company. During
the year ended 30 June 2020 (the “Year”), the Company is in
compliance with the Corporate Governance Code (the “CG Code")
as set out in Appendix 15 to the Rules Governing the Listing of
Securities on the GEM of the Stock Exchange of Hong Kong Limited
(the “GEM Listing Rules”) except provisions A.4.1 of the CG Code
as detailed below:

Code Provision A.4.1

Under the code provision A.4.1 of the CG Code, Non-executive
Directors should be appointed for a specific term, subject to re-
election. The current Independent Non-executive Directors are not
appointed for specific terms, but are subject to retirement and re-
election at Annual General Meeting (“AGM") of the Company in
line with the Company'’s Articles of Association (“Articles”). As
such, the Company considers that sufficient measures have been
taken to ensure the Company'’s corporate governance practices are
no less exacting than those in the CG Code.
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THE BOARD

The Board is responsible for the leadership and control of the
Company and oversees the Group's businesses, strategic decisions
and performances. Daily operations and execution are delegated
to management. The Board is also responsible for performing the
corporate governance duties set out below:

(@) to develop and review the Company’s policies and practices on
corporate governance;

(b) to review and monitor the training and continuous
professional development of Directors and senior
management;

(c) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to Directors and
employees;

(d) to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements; and

(e) to review the Company’s compliance with the CG Code and
disclosure in the corporate governance report.

The Executive Directors are responsible for running the Group and
executing the strategies adopted by the Board. The Independent
Non-executive Directors provide the Group with a wide range of
expertise and experience, to ensure that the Board accounts for the
interests of all shareholders of the Company (the “Shareholders”)
and that all issues are considered in an objective manner.

All Directors give sufficient time and attention to the Group's
affairs. The Board believes that the balance between Executive
Directors and Non-executive Directors is reasonable and adequate
to provide checks and balances that safeguard the interests of
Shareholders and the Group. The Company considers that the
Board has the necessary skills and experience appropriate for
discharging their duties as Directors act in the best interest of the
Company and that the current Board size is adequate for its present
operations.
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BOARD OF DIRECTORS AND MEETINGS AND
DIRECTORS’ ATTENDANCE

The Board comprises five members and their positions, as at the
date of this report, are as follows:

Executive Directors

Mr. Lau Chun Fat, George (Chairman)
Ms. Chan Hiu Kwan (Chief Executive Officer)

Independent Non-executive Directors

Dr. Lee Chung Mong, John
Mr. Tam Wing Kin
Mr. Fung Chan Man, Alex

Details of the backgrounds and qualifications of the Directors are
set out in the section of “Directors and Senior Management's
Biographies” on pages 6 to 7 of the annual report for the Year.
All Directors have exercised due care, skill and diligence and
fulfilled fiduciary duties to all the significant issues of the financial,
operational, compliance and risk management of the Company
and its subsidiaries (collectively the “Group”). Each Executive
Director has accumulated sufficient and valuable experience to hold
his position in order to ensure that his fiduciary duties have been
carried out in an efficient and effective manner. Save as disclosed,
none of the members of the Board have, in any respect, relation to
each other in any circumstances.
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The Board meets at least four times each year and more frequently
as the needs of the business demand. The Board held 30 board
meetings and 1 general meeting for the Year. Details of the
attendance of the Board members are as follows:

EXEEFELOENR INEBRFTERS
HERRE - EZGRAFENRITIORES
FERRRABRAS - EREFEXNB2HFE
REFIBFWT

Attendance
HEIRE
Board General
meetings meetings
Executive Directors HITES ExEg3 BREXE
Mr. Lau Chun Fat, George ik g 30/30 11
Ms. Chan Hiu Kwan BREESE 22+ 30/30 171
Independent Non-executive Directors BYkHTES
Dr. Lee Chung Mong, John FHEKEL 8/30 11
Mr. Tam Wing Kin B A 8/30 11
Mr. Fung Chan Man, Alex BB 8/30 11

The Company Secretary assists the Chairman in preparing the
agenda for meetings and ensures that all applicable rules and
regulations are followed. The Company Secretary also keeps
detailed minutes of each meeting, which are available to all
Directors for inspection. A draft of board minutes are circulated to
all Directors for their comment and approved as soon as practicable
after the board meetings.

All Directors have access to relevant and timely information,
and they can ask for further information or retain independent
professional advisors if necessary. They also have unrestricted
access to the advice and service of the Company Secretary, who is
responsible for providing Directors with board papers and related
materials and ensuring that board procedures are followed.
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CORPORATE GOVERNANCE REPORT

Should a potential conflict of interest involving a substantial
shareholder or Director arise, the matter is discussed in an actual
meeting, as opposed to being dealt with by written resolution.
Independent Non-executive Directors with no conflict of interest are
present at meeting dealing with conflict issues. Board committees,
including the Audit, Compensation, Finance and Nomination
Committees, all follow the applicable practices and procedures used
in board meetings for committee meetings.

The Company has arranged appropriate Directors’ and Officers’
liabilities insurance cover in respect of legal actions against Directors
and senior management arising out of corporate activities.

The Directors are encouraged to enroll in relevant professional
development programme to ensure that they are aware of their
responsibilities under the legal and regulatory requirements
applicable to the Company. During the Year, the Company arranged
training on compliance of the GEM Listing Rules, to the Directors
and senior management for continuous professional development
of their knowledge and skills in performance of their functions. The
Company Secretary maintains records of training attended by the
Directors. The training attended by the Directors during the Year are
as follows:

Executive Directors HITES

Mr. Lau Chun Fat, George Bl

Ms. Chan Hiu Kwan PREESS 2+
Independent Non-executive Directors B FHTES
Dr. Lee Chung Mong, John FHRKEL

Mr. Tam Wing Kin S

Mr. Fung Chan Man, Alex it 3 &t
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Independent Non-executive Directors

In order to protect the interest of the Shareholders, the Company
appointed three Independent Non-executive Directors with relevant
and sufficient experience and qualification to perform their duties.
One of the three Independent Non-executive Directors possesses
appropriate professional accounting qualifications and financial
management expertise, which complies with the requirement of
the GEM Listing Rules. During the Year, the Board at all times met
the requirements of the GEM Listing Rules of 5.06 relating to have
at least one-third in number of its Board members comprising
Independent Non-executive Directors. The three Independent Non-
executive Directors declared and confirmed with the Company
on an annual basis of their independency with the Group in
accordance with Rule 5.09 of the GEM Listing Rules. The Board has
assessed and concluded that all the Independent Non-executive
Directors are independent in appearance and in substance in view
of the definition of the GEM Listing Rules. The Independent Non-
executive Directors do not hold any office with any connected
parties of the Company or have any financial interests other
than those Directors’ remuneration as disclosed in note 15 to the
consolidated financial statement.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

According to the Code Provision A.2.1 of the CG Code, the roles
of the Chairman and the CEO should be separate and performed
by different individuals to ensure a balance of power and authority
so that power is not concentrated in any one individual. Mr. Lau
Chun Fat, George, the executive Director, is the Chairman and is
responsible for the leadership of the Board while Ms. Chan Hiu
Kwan, the executive Director, is the CEO and is responsible for
managing the Group's business and overall operations.
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The Chairman of the Company has held one private meeting with
all Independent Non-executive Directors to discuss major events or
issues which incurred during the Year and the Company's business
plan to be developed in the coming year. The Board believed that
Independent Non-executive Directors could through this private
meeting voice out their concerns on financial aspect after discussed
major events or issues and provided constructive advice on the
direction of the Company’s future development.

APPOINTMENT, RE-ELECTION AND RETIREMENT

The procedures of appointment, re-election and retirement of
Directors are published in the Articles of the Company. The
procedures for Shareholders to propose any person to become a
Director of the Company are published on the Company’s website.

Independent Non-executive Directors were not appointed for
specific terms, subject to re-election. Every Director is subject to
retirement by rotation at least once every three years.

In accordance with the Articles, Mr. Lau Chun Fat, George
and Mr. Fung Chan Man, Alex shall retire at the AGM. All the
retiring Directors, being eligible, offer themselves for re-election at
the AGM.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms no less exacting than the
required standard of dealings set out in Rules 5.48 to 5.67 of the
GEM Listing Rules. Having made specific enquiry of all Directors,
all Directors of the Company have complied with the required
standard of dealings and the code of conduct regarding securities
transactions by Directors adopted by the Company throughout the
Year.

The Company has adopted the same code of conduct for securities
transactions by employees who are likely to be in possession of
inside information of the Company.

No incident of non-compliance of the code of conduct by the
relevant employees was noted by the Company.
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COMPENSATION COMMITTEE

The Company established Compensation Committee with specific
written terms of reference which deal clearly with its authority and
duties in accordance with the GEM Listing Rules. As at the date
of this report, the Compensation Committee comprises a majority
members of Independent Non-executive Directors.

At 30 June 2020, the Compensation Committee comprised three
Independent Non-executive Directors, Dr. Lee Chung Mong, John,
Mr. Tam Wing Kin, Mr. Fung Chan Man, Alex and one Executive
Director, Ms. Chan Hiu Kwan. Mr. Fung Chan Man, Alex is the
Chairman of the Committee.

The Compensation Committee proposed to the Chairman relating
to the remuneration of Executive Directors. The Compensation
Committee also recommended to the Board on the Company'’s
policy and structure for all remuneration of Directors and senior
management and on the establishment of a formal and transparent
procedure for developing policy on such remuneration.

The Director’s fee payable to him is determined by making reference
to his duties and responsibilities in the Company and the prevailing
market conditions, as approved by the Board in accordance with
the Company’s remuneration policy pursuant to the authority given
by the Shareholders. No Director has taken part in setting his own
remuneration. Meetings of the Compensation Committee shall be
held at least once a year.

The Compensation Committee held 3 meetings during the Year.
Details of the attendance of the Compensation Committee
meetings are as follows:

Committee members ZEgHE
Dr. Lee Chung Mong, John FHIXEL
Mr. Tam Wing Kin BRI E A
Mr. Fung Chan Man, Alex BN e
Ms. Chan Hiu Kwan BREESS 2+

During the Year, there was three meetings held by the
Compensation Committee to review the Group's term of reference
for the Compensation Committee and review all Directors’
remuneration.

Details of the remuneration paid to Directors and members of
senior management by band for the Year are disclosed in notes
14(b) and 15(a) to the consolidated financial statements.
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NOMINATION COMMITTEE

The Company established a Nomination Committee in
2005. The Nomination Committee is responsible for making
recommendations to the Board on nominations, appointment
of Directors and Board succession. The Nomination Committee
selects candidates for directorship with reference to the board
diversity policy (the “Policy”) and the candidate’s professional
knowledge, industry experience, personal ethics and integrity, and
time commitments. During the selection process, the Nomination
Committee may consider referrals or engage external recruitments
professionals when necessary.

The Board has adopted a Policy in August 2013 which sets out
the approach to achieve diversity on the Board. The Company
recognises and embraces the benefits of having a diverse Board to
enhance the quality of its performance. In designing the Board's
composition, Board diversity has been considered from a number
of aspects, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of service. All Board appointments will be
based on meritocracy, and candidates will be considered against
objective criteria, having due regard for the benefits of diversity on
the Board.

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of service. The ultimate decision will be
based on merit and contribution that the selected candidates will
bring to the Board.

The Nomination Committee of the Company will monitor the
implementation of this Policy and will from time to time review this
Policy, as appropriate, to ensure the effectiveness of this Policy.

The Nomination Committee comprises at least three members, the
majority of whom shall be Independent Non-executive Directors.
The current members of the Nomination Committee are Ms. Chan
Hiu Kwan, Dr. Lee Chung Mong, John, Mr. Tam Wing Kin and Mr.
Fung Chan Man, Alex. Mr. Fung Chan Man, Alex is the Chairman
of the Committee. Meetings of the Nomination Committee shall be
held at least once a year.
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The Nomination Committee held 1 meeting during the Year. Details
of the attendance of the Nomination Committee meeting is as
follows:

Committee members ZEgHE
Dr. Lee Chung Mong, John FHEKIEL
Mr. Tam Wing Kin BaRfEEE
Mr. Fung Chan Man, Alex ifs 3 @it
Ms. Chan Hiu Kwan BREESS 2+

During the Year, there was one meeting held by the Nomination
Committee to review the size and composition of the Board and the
Group's term of reference for the Nomination Committee.

FINANCE COMMITTEE

The Company established a Finance Committee with written terms
of reference to review and approve banking facilities to be granted
or issued by the Company, provision of corporate guarantees by
the Company for its subsidiaries and opening of bank or securities
related accounts. The Finance Committee comprises at least three
members. The current members of the Finance Committee are Mr.
Ms. Chan Hiu Kwan, Dr. Lee Chung Mong, John, Mr. Tam Wing
Kin and Mr. Fung Chan Man, Alex. Mr. Fung Chan Man, Alex is the
Chairman of the Committee.

The Finance Committee held 6 meetings during the Year. Details of
the attendance of the Finance Committee meeting is as follows:

Committee members ZEgHE
Dr. Lee Chung Mong, John FEHEKEL
Mr. Tam Wing Kin B
Mr. Fung Chan Man, Alex it 3 @ e
Ms. Chan Hiu Kwan BREESS 2+

During the Year, there were six meetings held by the Finance
Committee to review and approve the banking facilities of the
Group.
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CORPORATE GOVERNANCE REPORT

AUDIT COMMITTEE

The Company established an Audit Committee. The primary duties
of the Audit Committee is to communicate with the management
of the Company from time to time, including but not limited to
review the accounting principles and practices adopted by the
Company, the effectiveness of its internal control systems, the
quarterly, interim and annual results of the Company. The Audit
Committee is also responsible for considering the appointment, re-
appointment and removal of the external auditor and reviewing
the impairment to its independency with any non-audit services
performed by the external auditor.

As at the date of this report, the members of Audit Committee,
which are all Independent Non-executive Directors, are Dr. Lee
Chung Mong, John, Mr. Tam Wing Kin and Mr. Fung Chan Man,
Alex. Mr. Tam Wing Kin is the Chairman of the Committee.

The Audit Committee held 7 meetings during the Year. Details of
the attendance of the Audit Committee meetings are as follows:

Committee members ZEENEB
Dr. Lee Chung Mong, John FHXELT
Mr. Tam Wing Kin B
Mr. Fung Chan Man, Alex RSB S

During the Year, there were seven meetings held by the Audit
Committee (i) to review the Company’s audited annual results for
the financial year ended 30 June 2019, unaudited first quarterly
results for the three months ended 30 September 2019, unaudited
interim results for the six months ended 31 December 2019 and
unaudited third quarterly results for the nine months ended 31
March 2020; (ii) to review the Group’s internal control system;
and (iii) to review the Group’s term of reference for the Audit
Committee.
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EEEIBHRS

AUDITOR’S REMUNERATION ZE AT &

During the Year, the total fee paid/payable in respect of audit and ~ RANEE - GtA R G MNEZ AT IR H T L IE
non-audit services provided by the Company’s external auditor is EBZEREZ BN, ENSEZESHIMT
set out below:

HK$°000
BT T
Types of services AR 75T 4R
Audit assurance services EIZEFER 480,000
Non-audit assurance services IEEIZE B RS 170,000
COMPANY SECRETARY NEWE

The Company Secretary has been a full time employee who has ARRMWME—EHERAMAR A EHK 2 2HRES -
knowledge of the Company's affair. The Company Secretary of the AR E Z ABIWE ARBES LT HR T ——
Company is Ms. Chan Hiu Kwan, who is engaged and appointedby FNAAZBAEEZSZEREST -RAFE K
the Board on 3 August 2011. For the Year, the Company Secretary AR BZ A BIMEBRAFEEEITLORIS/NEZ
of the Company confirmed that she has taken no less than 15 hours ~ tHBIE 231

of relevant professional training.
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CORPORATE GOVERNANCE REPORT

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES FOR
FINANCIAL STATEMENTS

The Board is responsible for presenting a clear, balanced assessment
of the Group's performance and prospects. It is also responsible for
preparing financial statements that give a true and fair view of the
Group's financial position on a going concern basis and other price-
sensitive announcements and financial disclosures. Management
provides the Board with the relevant information it needs to
discharge these responsibilities.

The responsibilities of the auditor to the shareholders are set out in
the Independent Auditor’s Report on pages 74 to 83.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is overall responsible for evaluating and determining
the nature and extent of the risks it is willing to take in achieving
the Group’s strategic objectives, and ensuring that the Group
established and maintained appropriate and effective risk
management and internal control systems.

The Audit Committee reviews the risk management and internal
controls that are significant to the Group on an on-going basis.
The Audit Committee would consider the adequacy of resource,
qualifications and experience and training of staff and external
advisor of the Group’s accounting, internal audit and financial
reporting function.

The management of the Group is responsible for designing,
maintaining, implementing and monitoring of the risk management
and internal control system to ensure adequate control in place to
safeguard the Group’s assets and stakeholder’s interest.
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FEIBWS

The Group has established risk management procedures to address
and handle all significant risks associated with the business of the
Group. The Board would perform annual review on any significant
change of the business environment and establish procedures
to response the risks result from significant change of business
environment. The risk management and internal control systems are
designed to mitigate the potential losses of the business.

The management would identify the risks associated with the
business of the Group by considering both internal and external
factors and events which include political, economic, technology,
environmental, social and staff. Each risk has been assessed
and prioritised based on their relevant impact and occurrence
opportunity. The relevant risk management strategy would be
applied to each type of risks according to the assessment results,
type of risk management strategy has been listed as follow:

e Risk retention and reduction: accept the impact of risk or
undertake actions by the Group to reduce the impact of the
risks;

e Risk avoidance: change business process or objective so as to
avoid the risk;

e  Risk sharing and diversification: diversify the effect of the risk
or allocate to different location or product or market;

e Risk transfer: transfer ownership and liability to a third party.

The internal control systems are designed and implemented to
reduce the risks associated with the business accepted by the
Group and minimise the adverse impact results from the risks.
The risk management and internal control system are design to
manage rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.
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CORPORATE GOVERNANCE REPORT

During the Year, the Group has engaged an external advisory firm
to undertake the internal audit function to ensure the effectiveness
and efficiency of the risk management and internal control system
of the Group. No significant deficiency and weakness on the
internal control system has been identified by the external advisory
firm for the Year.

SHAREHOLDERS’ RIGHTS

Procedure for Shareholders to Convene an Extraordinary
General Meeting

Pursuant to article 58 of the Company’s Articles, the Board may
whenever it thinks fit call extraordinary general meetings. Any one
or more members holding at the date of deposit of the requisition
not less than one-tenth of the paid-up capital of the Company
carrying the right of voting at general meetings of the Company
shall at all times have the right, by written requisition to the Board
or the secretary of the Company, to require an extraordinary
general meeting to be called by the Board for the transaction of
any business specified in such requisition; and such meeting shall
be held within two months after the deposit of such requisition.
If within 21 days of such deposit the Board fails to proceed to
convene such meeting the requisitionist(s) himself (themselves) may
do so in the same manner, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.
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EEEIBHRS

Procedures for put forward a proposal at a Shareholders’
meeting

There are no provisions allowing Shareholders to propose
resolutions at general meetings under the Company’s Articles or
the Cayman Islands Companies Law. As regard to the procedure
for proposing a person for election as a Director, please refer to
the procedures made available under the “Corporate Information”
section (Procedures to propose director) of the Company’s website
at www.luxey.com.hk.

Procedures by which enquiries may be put to the Board
Shareholders may at any time send their enquires to the Board in

writing through the Company Secretary of the Company’s website
at www.luxey.com.hk.

Address: Unit B, 5th Floor, Hang Cheong Factory Building,
1 Wing Ming Street, Cheung Sha Wan,
Kowloon, Hong Kong

Telephone:  (852) 2520 6020

Fax: (852) 2520 6086

Email: admin@luxey.com.hk

The Company Secretary of the Company shall forward the
Shareholders’ enquiries to the Board, where appropriate to answer
the Shareholders’ questions.

CONSTITUTIONAL DOCUMENTS

There was no significant change in the Company’s constitutional
documents for the Year.
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CORPORATE GOVERNANCE REPORT

COMMUNICATIONS WITH SHAREHOLDERS

The Company follows a policy of disclosing relevant information
to Shareholders in a timely manner. The Company also recognises
that people other than Shareholders, such as potential investors
and the investment community generally may have an interest in
information about the Company. Annual, quarterly and interim
reports offer comprehensive operational and financial performance
information to Shareholders and the AGM provides a forum for
Shareholders to exchange views directly with the Board. The
Company regards the AGM as an important event and all Directors,
senior management and external auditor make an effort to attend
the AGM of the Company to address Shareholders’ queries. All the
Shareholders are given a minimum of 20 clear days and minimum
of 20 clear business days’ notice of the date and venue of the AGM
of the Company. The Company supports the CG Code’s principle
to encourage Shareholders’ participation. The Company has also
complied with the requirements concerning voting by poll under
the GEM Listing Rules. Details of the poll voting procedures and
the rights of Shareholders to demand a poll included in circulars
to Shareholders dispatched by the Company and explained by
the chairman of general meeting at the meeting. All resolutions
proposed at general meeting are voted separately. The results of the
poll was published on the websites of the Stock Exchange and the
Company.

The Company has maintained a corporate website
(www.luxey.com.hk) as a channel to promote effective corporate
communication with the investors and the general public. The
website is used to disseminate Company announcements, circulars,
Shareholder information and other relevant financial and non-

financial information in an electronic format on a timely basis.

The Shareholder communication policy is reviewed regularly to
ensure effectiveness and compliance with the current regulatory
and other requirements.
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INDEPENDENT AUDITOR’S REPORT
&Y% 260 H S

elite
partners

CERTIFIED PUBLIC ACCOUNTANTS

TO THE SHAREHOLDERS OF
LUXEY INTERNATIONAL (HOLDINGS) LIMITED
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of
Luxey International (Holdings) Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 84 to 210, which
comprise the consolidated statement of financial position as at 30
June 2020, and the consolidated statement of profit or loss, the
consolidated statement of profit or loss and other 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, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 30 June 2020, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs") issued
by the Hong Kong Institute of Certified Public Accountants (the
"HKICPA™) and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies Ordinance.
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INDEPENDENT AUDITOR’S REPORT

Basis for Opinion

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

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. The key audit matters we identified are:

1. Impairment assessment on loan receivables

2. Impairment assessment of trade and other receivables
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INDEPENDENT AUDITOR’S REPORT
&Y% 260 H S

Key Audit Matter
BRETEE

How the matter was addressed in our audit

EENMFEEEZEE

Impairment assessment on loans receivable

FE Wt & =z BB R

We identified the impairment assessment on loans
receivable as a key audit matter due to management
judgement was required in making an assessment of the
adequacy of the ECL assessment and impairment provision
for loan receivables rising from the money lending
business.
EEHAERERZRENEABREXZERTAR
ERIARERGREE 2 B ER AHREEERET
ERRERERS T HRNF R EIREE D 26 -

As detailed in Note 24 to the consolidated financial
statements, the Group’s loans receivable at 30 June 2020
amounted to HK$79,932,000.
%&ﬁu,ﬁu?éﬁﬂ&ﬁ%ﬁﬁﬁz4ﬁﬁpik RZZTZTFA
== 15] SB 2 RS F R AE%79,932,0007T ©

Our procedures in relation to management’s impairment

assessment of loans receivable included'
EHEREEBHEWEFREMTETZEFBRE

e Understanding and evaluating the entity's key
controls on how the management estimates the
credit loss allowance for loans receivable;

e TEHEKNHEERHERBENMMGAEKES
EFBRRE MR

G

e  Evaluating management'’s assessment of the internal
credit rating of the loans receivable by reference to
past due status, past collection history and financial
condition of the borrowers;

o FBRB2EBEGNN  BAEWBIREEE KERAZ I
ARG B IR E S RN E R EME B AT AR 2 7T ;

e Understanding management’'s basis and
judgement in determining credit loss allowance
on loan receivables at 30 June 2020, including the
identification of credit-impaired loans receivable,
estimated loss rates applied to each customer,
collaterals pledged to the Group; and

s THEEEREFr-—ZE-ZF~A=THZEWYK
ERZEEEEREB EERAE  SEEMNER
EFEERE FRARELEP 2AsHBAERK
By BEEECEFR KX

e  Evaluating the disclosures regarding the impairment
assessment of loans receivable in notes 4 and 24 to
the consolidated financial statements.

o HEmAEMBHmRMEIR24BERRKES
2 WEE-

SR (E RT

0 76 Luxey International (Holdings) Limited Annual Report 2020



Key Audit Matter
BRETEE
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RV R S (S

How the matter was addressed in our audit

EENARBSTEEZER

In determining the impairment of loans receivable, the
recoverability of the loan receivables was assessed by the
management taking into account the credit quality and
value of collateral pledged to the Group.
RETREERZRER EEESEZREEEENE
Yy SEEEzEMMEEMAEEBKRER TS
o

ECL for loans receivable are based on management’s
estimate of the credit loss to be incurred, which is
estimated by taking into account of the credit loss
experience, ageing of overdue balances, cash flows that
are expected from the realisation of collateral, customer’s
repayment history and financial condition of borrowers.
BUWERZBHEEBENENBSELENEEEEZE
BEME ADNEAREEEBLR BEAERERR.
SBREAMmARRERE TRPERCHLEERAZ
BRSO T DA E o
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Key Audit Matter
BRETEE

How the matter was addressed in our audit

EENMFEEEZEE

Impairment assessment of trade and other
receivables

P B 5 e H iR =K 2 BB RS

We identified impairment assessment of trade and other
receivables as a key audit matter due to the involvement
of subjective judgement and management estimates
in evaluating the expected credit losses (“ECL"”) of the
Group’s trade and other receivables at the end of the
reporting period.

EEHAIEWE Z M HAMRR 2R EN G RERERZ
SETARNTE EEERKE S REMERINER
FTHRNEREEER ([RHREEEFRSIREH
R BB E 5T o

Our procedures in relation to impairment assessment of
trade and other receivables included:

BERENE S M EMRFUREEETZIEF B

e Understanding key controls on how the management
estimates the loss allowance for trade receivables;

s THMERENGHEKEZIERFBERENBRE
HIEZ=:

e Testing the integrity of information used by
management to develop the provision matrix;

e AHEREMEANEHNEETEBE UHIEEEE
g

e Challenging management'’s basis and judgement
in determining credit loss allowance on trade
receivables as at 30 June 2020, including their
identification of credit impaired trade receivables,
the reasonableness of management’s grouping of
the debtors into different categories in the provision
matrix, and the basis of estimated loss rates applied
to each category in the provision matrix (with
reference to historical default rates and forward-
Iooking information);

. BREREEREETN _E_EFA=1THEHE

WE%% REEBBRBRENEERALE BERSE
HEERENEKREZRFNER  ERERBEE

EEREBADERTARREEAE UL E
R REREANBHEIRRELE (2 BEE
HRLATEIEER)
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How the matter was addressed in our audit

EENARBSTEEZER

As disclosed in Note 23 to the consolidated financial
statements, the management of the Group estimates
the amount of lifetime ECL of trade receivables using
provision matrix through groupings of various debtors
based on the types of sales, types of debtors and size of
operations which are considered to have shared credit
risk characteristics and similar loss patterns. Estimated
loss rates are based on historical observed default rates
over the expected life of the debtors and are adjusted for
forward-looking information. In addition, trade and other
receivables that are credit impaired are assessed for ECL
individually.

MANER S B FSRARMT EE23PT 4R ER - AR A A Y
ENERBEAHAGEERREBIELEERA L
HERR  BEHEARMNEEERENSBEBALETS
B BEEEERETGLEKESIRRNZHEHRES
BE -EHEEERBREKSARHRFRANNBEHRRE
WERET WA ERMEL AR U BEEEH
EERENEWRE S KEMERFERNETEBEEE
B -

As disclosed in Note 23 to the consolidated financial
statements, the Group recognised impairment loss,
HK$8,490,000 on trade receivables for the year and the
Group's lifetime ECL on trade receivables as at 30 June
2020 amounted to HK$13,925,000.
BAERE B MR RE BEEERFAER
FEW B 5 MR 2 BB &S 18 /78 18,490,000t * MM &
—EFEXRA=THE BREEKREZEZERFNZHES
{5 B B8 /78%13,925,0007T ©

e  Evaluating the disclosures regarding the impairment
assessment of trade and other receivables in notes 4
and 23 to the consolidated financial statements; and

o MEBEGEMBEWMARMTIN2IFTEKES LA
b BR BUR B RT (H BB ER - &

e Testing subsequent settlements of credit impaired
trade and other receivables, on a sample basis, by
inspecting supporting documents in relation to cash
receipt from debtors subsequent to the end of the
current reporting period.

s BBREZRBUABMEHRREBARSBIRNE
B R IR E 5 R EMEREERER
BHAEE -
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Other Information

The directors are responsible for the other information (the “Other
Information”). The Other Information comprises all the information
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. We have nothing
to report in this regard.

Responsibilities of the Directors for the Consolidated
Financial Statements

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance
with HKFRSs 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
the consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

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

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

Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements

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

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

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

e |dentify 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.

AR (21k) BRAS

RV R S (S

ERZZESHPESTEITHEE
BHREBREIBE -

BEEE

REMRETGREMBERRARENER

BN ERRYGEAMBHRRBERE M FE
HREFFERME MM ERE RS E
BRE YHABERMEROZBEIRS - &
fiEm BT (ESEE) RS R 2N AT
SHEEME N B TERANRENARTM
EEMALTRE EAEEIAEE-

BERERRKFHRE ETREIRREE
BEEAETHEN  ERX -EABRRRL
T 72 s 48 BE 35 3R - 58 R Rt v DA ey HRAF sl 88 5R
Sl MRAEFAHEMEFHELLRAEE
FEE AW MRERERBEE M B RRAA
1 H B AR TE - Bl 75 R Y B SR R AT 15 AR AE
BERe

EREEEETEAETEFNBED - HIUE
AT ERHE REF T BXEEREEE - H A

o BRI BN HEFK IR M E AR S M
BRERGFESAERRAWRELR Rt &
MITRFEF AR ELRR  ARER
FREMBEENRTBE FSEMABRLN
A NMEFRIBE S R BR BE R
B ERRA SORERARRZESZ £
(R 1tk 2R BE 3 3R R BRAF M B 2R A A 58 R IR
AR SN REEHEFNERMERNE
K38 ER PRt 0 LB

—z—zzzs ()81



INDEPENDENT AUDITOR’S REPORT
&Y% 260 H S

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

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

e  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.

e  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.

e  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

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 Mr. Leung Man Kin, with Practising Certificate
number: P07174.

Elite Partners CPA Limited
Certified Public Accountants
10/F, 8 Observatory Road

Tsim Sha Tsui, Kowloon

Hong Kong

24 September 2020, Hong Kong
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Y =C -2
Selen

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

Revenue

Cost of sales and service rendered

Gross Profit/(loss)

Other income

Write off/Impairment of property,

plant and equipment
Allowance for trade and

other receivables and

loans receivable, net
Selling expenses
Administrative expenses

Loss from operations
Finance costs

Loss before tax
Income tax credit

Loss for the year

Attributable to:
Owners of the Company
Non-controlling interests

Loss per share
Basic (cents per share)

Diluted (cents per share)
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Note
Mt

19

11

12

13

17

2020 2019
—e-®E | —T-NF
HK$000 HK$'000
BT T BB F T
77,809 131,778
(73,850) (134,131)
3,959 (2,353)
1,521 6,578
(2,232) (1,201)
(10,056) 14,615
(1,193) (1,150)
(23,914) (25,971)
(31,915) (9,482)
(2,155) (728)
(34,070) (10,210)
122 782
(33,948) (9,428)
(25,673) (3,898)
(8,275) (5,530)
(33,948) (9,428)
(Restated)

(ReE5)
(3.4909) (0.5339)
(3.4909) (0.5339)




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
melEnkEMhZ @S

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

Loss for the year

Other comprehensive income:

Item that will not be reclassified to
profit or loss:

Deficit on revaluation of property,
plant and equipment

ltems that may be reclassified to
profit or loss:

Exchange differences on translating
foreign operations

Other comprehensive income
for the year, net of tax

Total comprehensive income
for the year

Attributable to:
Owners of the Company
Non-controlling interests

2020 2019
—EC-EE TR &
Note HK$000 HK$'000
/o BT T BT T
FAEE (33,948) (9,428)
Hyp 2 mEURE:
TeEH P BEEEm A :
ELME - HEEREEEZ
&5 At (2,502) (2,624)
HE o B Em AR -
BEIBINETS 2B N =58
2,346 (255)
REEERAHEMEZERE
18 (156) (2,879)
FRAEEWZEEE
(34,104) (12,307)
THALHEAS:
VIN/NETEFEWN (25,161) (5,630)
JEFE AT (8,943) (6,677)
(34,104) (12,307)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

S Bl FRR R &

At 30 June 2020 R=F=—FENHA=+1H

NON-CURRENT ASSETS
Property, plant and equipment
Club debenture

Right-of-use assets

Total non-current assets

CURRENT ASSETS
Inventories

Trade and other receivables
Loans receivable

Pledged bank deposits
Bank and cash balances

Total current assets

CURRENT LIABILITIES
Trade and other payables
Lease liabilities

Other loan

Loan from a shareholder
Employee benefit obligations
Current tax liabilities

Total current liabilities

Net current assets

Total assets less current liabilities

NON-CURRENT LIABILITIES
Deferred tax liabilities
Lease liabilities

Total non-current liabilities

NET ASSETS
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Note
Jiora

19

20

22
23
24
25
25

26
27
28
29
30

31
27

2020 2019
—B-BE | —T-NF
HK$'000 HK$000
BT BETFIT
2,449 7,472

- 50

5,041 -
7,490 7,522
2,995 3,016
37,699 44,260
79,932 7,608
263 361
19,624 47,701
140,513 102,946
28,968 20,798
2,919 -
1,500 -
58,000 -
2,521 2,500
460 477
94,368 23,775
46,145 79,171
53,635 86,693

- 122

8,051 -
8,051 122
45,584 86,571




CONSOLIDATED STATEMENT OF FINANCIAI. POSITION

CAPITAL AND RESERVES

Equity attributable to owners of
the Company

Share capital

Reserves

Non-controlling interests

TOTAL EQUITY

Approved by the Board of Directors on 24 September 2020 and are

signed on its behalf by:

Chan Hiu Kwan
FRES
Executive Director

HITEF

Note
Bt
AR
RAaEB AELEERE
AR 32
1 34
FEFE IR R 2
R
=
TIESRK
La

AR (21R) 8RA

tn e Bl IR AR R =

At 30 June 2020 R-FE_FFNA=+H

2020 2019
== et B
HK$000 HK$000
BT T BEBEF T
261,844 263,444
(197,703) (170,700)
64,141 92,744
(18,557) (6,173)
45,584 86,571
RZZEZTFNA+HBRENBET
REE
u Chun Fat, George
BER
Executive Director
HITEFE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

eERZEE

For the year ended 30 June 2020 #ZE —FE - TFE A=+ HI FE

Atat 1y 2018

Total comprehensive income for the year

Conversion of convertible non-voting
preference shares into ordinary shares

Capital contribution from
non-controlling interests

Change in equity for year

At30June 2019
Initial adoption of HKFRS 16

At1July 2019

Total comprehensive income for the year
Conversion of convertible non-voting
preference shares into ordinary shares
Transfer upon write off of
plant and machinery

Change in equity for year

At 30 June 2020

RZZ-\¥tA-H

ER2EKELE

TERERZERTREAS
ﬁf\

FERREEALE

FhERRY

RZE-NERA=TH
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RZE-NEtA-B

EEL e
THERERZERLRERA
2R

LRI EEE

FriERED

R-B-2F/A=1A

Attributable to owners of the Company

ARAEEAER
Plant and
machinery Capital Non-

Share Share Translation revaluation redemption  Accumulated controlling Total
capital premium reserve reserve reserve losses Total interests equity

HERME
e Rita® ERRR Efifif  KAEERE 2iTHR A% FERER BREE
HKS'000 HKS 000 HKS000 HKS 000 HKS000 HKS 000 HKS000 HKS000 HKS 000
EETT Vo ava BEFT BEFT BEFT BEFT Vi avA Voiava BEFT
266,194 701,292 (630) 10123 150 (878,755) 98,374 (16,286) 82,088
- - (216) (1.516) - (38%) (5,630) (6,677) (12,307)
(2,750) 2750 - - S = - - -
- - - - - - - 6,790 16,790
(2,750) 2750 (216) (1.516) - (38%) (5,630) 10113 4483
263,44 704,042 (846) 8,607 150 (882,653) 9,744 (6,173) 86,571
N - . i - (3442) (3442) (3.441) (6,883)
263,44 704,042 (846) 8,607 150 (886,095) 89,302 (9,614) 79,688
- - 1258 (746) - (25673) (25,161) 8943) (34,104)
(1,600) 1,600 - - - S - - -
- 5 B (7.861) o 7,861 - - -
(1,600) 1,600 1,258 (8,607) - (17812) (25,161) (8943) (34,104)
261,844 705,642 amn - 150 (903,907) 64,141 (18,557) 45,584
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CASH FLOWS FROM OPERATING
ACTIVITIES
Loss before tax
Adjustments for:
Finance costs
Interest income
Depreciation of property,
plant and equipment
Depreciation of right of use assets
Loss on disposal of property,
plant and equipment
Write off/iImpairment loss of
property, plant and machinery
Impairment of club debenture
Allowance for trade and other
receivables and loans receivable
Reversal of allowance for
trade receivables

Operating loss before working

capital changes

Decrease in inventories

(Increase)/decrease in trade and
other receivables

Increase in loan receivable

Increase in trade and other
payables

Increase/(decrease) in provision for
employee benefit obligations

Cash (used in)/generated from
operations
Income tax paid

Net cash (used in)/generated
from operating activities

IR

Uy

;Eé

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 30 June 2020 &=
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Note
Bt

19

19

13

24

meHEMEE

—E=FERASFALFE

2020 2019
—ECEF —ZT—NF
HK$°000 HK$'000
B F T BEBEF T
(34,070) (10,210)
2,155 728
(63) (137)
1,766 4,400
442 =

= 1,884

2,232 1,201

50 =
10,056 1,841
= (16,456)
(17,432) (16,749)
20 1,866
(3,299) 21,748
(72,520) (5,233)
8,084 1,790
21 (2,020)
(85,126) 1,402
17) (26)
(85,143) 1,376
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CONSOLIDATED STATEMENT OF CASH FLOWS

meREMREE

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

CASH FLOWS FROM INVESTING
ACTIVITIES

Decrease in pledged bank deposits
Interest received
Proceed from disposal of property,
plant and equipment
Purchases of property,
plant and equipment

Net cash used in investing
activities

CASH FLOWS FROM

FINANCING ACTIVITIES
Loan from a shareholder
Repayment to loan from

a shareholder/a related company
Proceeds from other loan
Repayment of lease liabilities
Interest paid

Net cash generated/(used in)
from financing activities

NET DECREASE IN CASH AND
CASH EQUIVALENTS

Effect of foreign exchange rate
changes

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF CASH AND CASH
EQUIVALENTS

Bank and cash balances

REZBHZHRERE

M

BB MR 1717 FOR
E A8

HEME  BE K

R Z P8 IR
BEYWE BEEZE

REFBFMAZHEEFRE

METHME2RERE
KB —BBRRER
EERE —BRERS
—HEERR 2 ER
Hh & 32 Fris 308
EEHERE

EFE

MEEBRE (A2
REF#E

RERRSSEER 2
W BB
SNEELRY Y P
FYZRERALEEER

FRZAESRAESEEEE

RERREEEBRBE 2D

RITINBASER

0 9 0 Luxey International (Holdings) Limited Annual Report 2020

2020 2019
—B-BE | —T-NF
HK$'000 HK$'000
EBETT BETIT
98 73
63 137
- 6
(1.477) (1,307)
(1.316) (1,091)
66,500 -
(8.500) (10,000)
1,500 -
(1,445) -
(2.068) -
55,987 (10,000)
(30,472) (9,715)
2,395 (437)
47,701 57,853
19,624 47,701
19,624 47,701




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

GENERAL INFORMATION

Luxey International (Holdings) Limited (the “Company”) was
incorporated in the Cayman Islands with limited liability. The
address of its registered office is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman
Islands. The address of its principal place of business is Unit B,
5th Floor, Hang Cheong Factory Building, 1 Wing Ming Street,
Cheung Sha Wan, Kowloon, Hong Kong. The Company's
shares are listed on the GEM of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 21 to the
consolidated financial statements.

BASIS OF PREPARATION

These consolidated financial statements have been prepared
in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA").
HKFRSs comprise Hong Kong Financial Reporting Standards
("HKFRS"); Hong Kong Accounting Standards ("HKAS");
and Interpretations. These consolidated financial statements
also comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on the GEM of the
Stock Exchange and with the disclosure requirements of the
Hong Kong Companies Ordinance (Cap. 622). Significant
accounting policies adopted by the Group are disclosed below.

The HKICPA has issued certain new and revised HKFRSs that
are first effective or available for early adoption for the current
accounting period of the Group. Note 3 provides information
on any changes in accounting policies resulting from initial
application of these developments to the extent that they are
relevant to the Group for the current and prior accounting
periods reflected in these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

3. ADOPTION OF NEW AND REVISED HONG KONG 3. RAFITRKEITEBUHEREER
FINANCIAL REPORTING STANDARDS
(a) Application of new and revised HKFRSs (a) ERHFITIRLETERBMEHRELER
The Hong Kong Institute of Certified Public Accountants BEEGTMAg ([EEGMAE])
(“HKICPA") has issued a number of new or amended EREMAZERAEEASTHBEE X
HKFRSs that are first effective for the current accounting EREFET SR B A MGG %
period of the Group: A1) :
HKFRS 16 Leases
BRI B HmELERIFE 165 HE
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments
Tk (AR KHRERELZES) Fr S R BE 75 B 32 M) TN JE 14
—REE235

Amendments to HKFRS 9 Prepayment Features and Negative Compensation
BN B MEERESREF A REEFFMERERE
Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement
BB G ERIE 195/ E TN STEMERT e R A E
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures
BB G ERIE285REFT A REEERAIREEEE L RAER
Amendments to HKFRSs Annual Improvements to HKFRSs 2015-2017 Cycle
BN B mELEANEET AR EAMBRELN _T-—RFE T+ FRPNFELE

Except as described below, the application of new revised
HKFRSs and amendment to HKFRSs in the current year
has had no material impact on the Group's accounting
policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

3. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(a) Application of new and revised HKFRSs (Continued)

HKFRS 16 — Leases

The impact of the adoption of HKFRS 16 “Leases” has
been summarised below.

(i) Impact of the adoption of HKFRS 16

HKFRS 16 brings significant changes in accounting
treatment for lease accounting, primarily for
accounting for lessees. It replaces HKAS 17 “Leases”
("HKAS 17"), 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”. From a lessee’s
perspective, almost all leases are recognised in
the consolidated statement of financial position
as a right-of-use assets and a lease liabilities, with
the narrow exception to this principle for leases
which the underlying assets are of low-value
or are determined as short-term leases. From a
lessor’s perspective, the accounting treatment is
substantially unchanged from HKAS 17. For details
of HKFRS 16 regarding its new definition of a lease,
its impact on the Group’s accounting policies and
the transition method adopted by the Group as
allowed under HKFRS 16, please refer to section (ii)
to (iv) of this note.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

3. ADOPTION OF NEW AND REVISED HONG KONG 3. RAFITRKEITEBUHEREER
FINANCIAL REPORTING STANDARDS (Continued) (%)
(a) Application of new and revised HKFRSs (Continued) (a) ERHFITIRLETERBMEHRELER
(&)
HKFRS 16 — Leases (Continued) BB BREEREI6 —HE
(%)
(i) Impact of the adoption of HKFRS 16 (Continued) () BRANEBER L ERE 1652
ZE(E)
The Group has applied HKFRS 16 using the AEEFBRARFTELER
cumulative effect approach and recognised all the BEAVBHRELERE 165 RN
cumulative effect of initially applying HKFRS 16 as an e ER B BRI R E A
adjustment to the opening balance of accumulated BRELENB1EN DL RAT
losses at the date of initial application. The BRRAR/ENBTEEFVIRTE
comparative information presented in 2019 has not WRHEB - EEBUBHRELELNE
been restated and continues to be reported under 165 IR IR AT T ANEE
HKAS 17 and related interpretations as allowed by WEEY B NFHOHLESLR
the transition provision in HKFRS 16. kB REEREBEE B ER
E17R R AR ERE -
The following table summarises the impact of TERBMBEEDTEVBRESE
transition to HKFRS 16 on consolidated statement A6 ER T —NEFERA
of financial position as of 30 June 2019 to that of 1 =t+BERZZE-NFLtA—AH®
July 2019 as follows (increase/(decrease)): GAERBERAROTE (AT
& (gmS CRd) )
HK$°000
BT oT
Consolidated statement of RZFE-NF+LH—HAY
financial position at 1 July 2019 mEI B AEE
Rights-of-use assets EREEE 57
Lease liabilities (non-current) HEAE (FERE) 5,920
Lease liabilities (current) HEBE(RY) 1,020
Accumulated loss RETEE (3,442)
Non-controlling interests SRR E (3,441)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

3. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(a) Application of new and revised HKFRSs (Continued)

HKFRS 16 — Leases (Continued)

()

Impact of the adoption of HKFRS 16 (Continued)

The following reconciliation explains how the
operating lease commitments disclosed applying
HKAS 17 at 30 June 2019 could be reconciled to
the lease liabilities at the date of initial application

3. BRAHIRKBITEBMBHREER

(%)

(a) ERHMIREETERBMBREER
(%)

BENBEHREERF165—HE
(#&)

(1)

RABE T EERE 1692
7E (&)

UTHEERBAR T —NFERH
_JrEIJEH%E/aE.u /EE'J%W
B EEAERAEEN

—NEtRA—-—BEHFE ﬁﬁ“ﬂﬁ/ﬁ

recognised in the consolidated statement of financial KERNONRFEABHZEE
position at 1 July 2019: BENHERBER
HK$'000
BT T
Reconciliation of operating lease KEHEREHEBEEENYHR
commitment to lease liabilities
Operating lease commitment RZE—NENA=TAHH
as of 30 June 2019 B THEAE 16,136
Less: short-term leases for which lease BN _E_ZFERA=Z+THRA
terms end within 30 June 2020 SEEZEEAE (6,259)
9,877
Total lease liabilities discounted by the RZE—-—NFEHA—H
Group's incremental borrowing rate as of RS EIE S ERFIELEER
1 July 2019 MNEEBEESE 6,940

The lessee’s incremental borrowing rate applied
to lease liabilities recognised in the consolidated
statement of financial position as at 1 July 2019 is
ranging from 4.03% to 15.54%.

—NWF+tA—BELHEAY
i‘iﬂk/ﬁiﬁ@aﬂmﬂﬁﬁﬁﬁﬁﬁﬁa’q
B ANIEEBRNENF4.03%
Z15.54% 7 [ °
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

3. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(a) Application of new and revised HKFRSs (Continued)
HKFRS 16 — Leases (Continued)

(i) The new definition of a lease

Under HKFRS 16, a lease is defined as a contract,
or part of a contract, that conveys the right to use
an asset (the underlying asset) for a period of time
in exchange for consideration. A contract conveys
the right to control the use of an identified asset for
a period of time when the customer, throughout
the period of use, has both: (a) the right to obtain
substantially all of the economic benefits from use of
the identified asset and (b) the right to direct the use
of the identified asset.

For a contract that contains a lease component
and one or more additional lease or non-lease
components, a lessee shall allocate the consideration
in the contract to each lease component on the
basis of the relative stand-alone price of the lease
component and the aggregate stand-alone price of
the non-lease components, unless the lessee applies
the practical expedient which allows the lessee to
elect, by class of underlying asset, not to separate
non-lease components from lease components, and
instead account for each lease component and any
associated non-lease components as a single lease
component.

The Group has elected not to separate non-
lease components and accounted for all each
lease component and any associated non-lease
components as a single lease component for all
leases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

3. BRAHIREBIETBUBHREE
(%)

3. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

() EAMIIREBITEEBMBREER
(%)

(a) Application of new and revised HKFRSs (Continued)

BENBHREERF165 —HE
(#&)

HKFRS 16 — Leases (Continued)

(iii) 1EBEAN S5 EIE

(i) Accounting as a lessee

Under HKAS 17, a lessee has to classify a lease as
an operating lease or a finance lease based on the
extent to which risks and rewards incidental to
ownership of a leased asset lie with the lessor or
the lessee. If a lease is determined as an operating
lease, the lessee would recognise the lease payments
under the operating lease as an expense over the
lease term. The asset under the lease would not be
recognised in the consolidated statement of financial
position of the lessee.

Under HKFRS 16, all leases (irrespective of they are
operating leases or finance leases) are required to be
capitalised in the consolidated statement of financial
position as right-of-use assets and lease liabilities,
but HKFRS 16 provides accounting policy choices for
an entity to choose not to capitalise (i) leases which
are short-term leases and/or (ii) leases for which
the underlying asset is of low value. The Group
has elected not to recognise right-of-use assets
and lease liabilities for low-value assets (the Group
has leased mobile phones, laptop computers and
photocopying machines) and leases for which at the
commencement date have a lease term less than 12
months. The lease payments associated with those
leases have been expensed on straight-line basis over
the lease term.

RIFFB G ERNF 175 &AM
AERBEHEREEMAEMTH
EN PSR ) S PN 22T
ARER BEESBAKLEH
EARMERE - WHEETE /K
LHE - BIEEARBHAEL
LSHENHENRER B
EEANSREMBRRARATE
AHEEE-

BIE BB MR ELERFE 165
FrEMEE (1 una,\um%ﬁ‘f‘krﬂ
EHE)ERGEMBRARE
$1tﬁ1§fﬁﬂ%§?&%ﬂf§%%

HEAMGERELENEIRAE
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

3. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(@) Application of new and revised HKFRSs (Continued)

HKFRS 16 — Leases (Continued)

(iii) Accounting as a lessee (Continued)

The Group recognised a right-of-use asset and a
lease liability at the commencement date of a lease.

Right-of-use asset

The right-of-use asset is recognised at cost and
would comprise: (i) the amount of the initial
measurement of the lease liability (see below for
the accounting policy to account for lease liability);
(ii) any lease payments made at or before the
commencement date, less any lease incentives
received; (i) any initial direct costs incurred by the
lessee; and (iv) an estimate of costs to be incurred
by the lessee in dismantling and removing the
underlying asset to the condition required by the
terms and conditions of the lease, unless those
costs are incurred to produce inventories. Except
for right-of-use asset that meets the definition
of an investment property or a class of property,
plant and equipment to which the Group applies
the revaluation model, the Group measures the
right-of-use assets applying a cost model. Under
the cost model, the Group measures the right-
to-use at cost, less any accumulated depreciation
and any impairment losses, and adjusted for any
remeasurement of lease liability. For right-of-use
asset that meets the definition of an investment
property, they are carried at fair value and for right-
of-use asset that meets the definition of a leasehold
land and buildings held for own use, they are carried
at cost.
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

3. BRAHIREBIEBUBHREER

(%)

3. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)
(a) Application of new and revised HKFRSs (Continued) () ERHITRKEBIETE B KBREEAR
(%)

HKFRS 16 — Leases (Continued) BB IR EERE16S -

(%)

(i) Accounting as a lessee (Continued)

(iii) 1ERABANEETEE (&)

Right-of-use asset (Continued)

Leasehold land and buildings that were held for
rental or capital appreciation purpose would
continue to be accounted for under HKAS 40 and
would be carried at fair value. For leasehold land and
buildings which is held for own use would continue
to be accounted for under HKAS 16 and would be
carried at cost. The adoption of HKFRS 16 therefore
does not have any significant impact on these
right-of-use assets. Other than the above right-of-
use assets, the Group also has leased a number of
properties under tenancy agreements which the
Group exercises its judgement and determines that
these are buildings leased for own use carried at
cost. As a result, the right-of-use asset arising from
the properties under tenancy agreements are carried
at depreciated cost.

Lease liability

The lease liability is recognised at the present value
of the lease payments that are not paid at the date
of commencement of the lease. The lease payments
shall be discounted using the interest rate implicit in
the lease, if that rate can be readily determined. If
that rate cannot be readily determined, the Group
shall use the Group's incremental borrowing rate.

EREEE (&)
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

3. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(@) Application of new and revised HKFRSs (Continued)

HKFRS 16 — Leases (Continued)

(i) - Accounting as a lessee (Continued)

Lease liability (Continued)

The following payments for the right of use the
underlying asset during the lease term that are not
paid at the commencement date of the lease are
considered to be lease payments: (i) fixed payments
less any lease incentives receivable; (ii) variable
lease payments that depend on an index or a rate,
initially measured using the index or rate as at
the commencement date; (iii) amounts expected
to be payable by the lessee under residual value
guarantees; (iv) the exercise price of a purchase
option if the lessee is reasonably certain to exercise
that option; and (v) payments of penalties for
terminating the lease, if the lease term reflects the
lessee exercising an option to terminate the lease.

Subsequent to the commencement date, a lessee
shall measure the lease liability by: (i) increasing
the carrying amount to reflect interest on the lease
liability; (i) reducing the carrying amount to reflect
the lease payments made; and; (iii) remeasuring
the carrying amount to reflect any reassessment
or lease modifications, e.g., a change in future
lease payments arising from change in an index or
rate, a change in the lease term, a change in the
in substance fixed lease payments or a change in
assessment to purchase the underlying asset.
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

3. ADOPTION OF NEW AND REVISED HONG KONG KAEET BB EHREER

FINANCIAL REPORTING STANDARDS (Continued)

3. BRAFETET R
(%)

(a) ERHMIREETERBMBREER
(&

(a) Application of new and revised HKFRSs (Continued)

BENBEHREERF165—HE
(#&)

HKFRS 16 — Leases (Continued)

(iv) Transition

As mentioned above, the Group has applied
HKFRS 16 using the cumulative effect approach
and recognised all the cumulative effect of initially
applying HKFRS 16 as an adjustment to the opening
balance of accumulated losses at the date of
initial application (1 July 2019). The comparative
information presented in 2018 has not been
restated and continues to be reported under HKAS
17 and related interpretations as allowed by the
transition provision in HKFRS 16.

The Group has recognised the lease liabilities at the
date of 1 July 2019 for leases previously classified as
operating leases applying HKAS 17 and measured
those lease liabilities at the present value of the
remaining lease payments, discounted using the
lessee’s incremental borrowing rate at 1 July 2019.

The Group has elected to recognise all the
right-of-use assets at 1 July 2019 for leases
previously classified operating leases under HKAS
17 as if HKFRS 16 had been applied since the
commencement date, but discounted using the
lessee’s incremental borrowing rate at the date of
initial application. For all these right-of-use assets,
the Group has applied HKAS 36 “Impairment of
Assets” at 1 July 2019 to assess if there was any
impairment as on that date.

(iv) BE
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HRE 165 TR Rt B R
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3. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(@) Application of new and revised HKFRSs (Continued)

102

HKFRS 16 — Leases (Continued)

(iv) Transition (Continued)

The Group has also applied the follow practical
expedients: (i) applied a single discount rate
to a portfolio of leases with reasonably similar
characteristics; (ii) applied the exemption of not to
recognise right-of-use assets and lease liabilities for
leases with term that will end within 12 months
of the date of initial application (1 July 2019) and
accounted for those leases as short-term leases; (iii)
exclude the initial direct costs from the measurement
of the right-of-use asset at 1 July 2019 and (iv)
used hindsight in determining the lease terms if the
contracts contain options to extend or terminate the
leases.

In addition, the Group has also applied the practical
expedients such that: (i) HKFRS 16 is applied to all
of the Group’s lease contracts that were previously
identified as leases applying HKAS 17 and HK(IFRIC)-
Int 4 “Determining whether an Arrangement
; and (i) not to apply HKFRS 16
to contracts that were not previously identified as
containing a lease under HKAS 17 and HK(IFRIC)-Int
4.

contains a Lease”
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

3. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

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

The Group has not early applied new and revised HKFRSs
that have been issued but are not yet effective for the
financial year beginning on 1 July 2019. These new and
revised HKFRSs include the following which may be
relevant to the Group.

The following new/revised HKFRSs, potentially relevant to
the Group's consolidated financial statements, have been
issued, but are not yet effective and have not been early
adopted by the Group. The Group’s current intention is to
apply these changes on the date they become effective.

Amendments to HKFRS 9, HKAS 39
and HKFRS 7

EAMBHRE LA FN B G ER
FE399E R BB Y B E LR B7RERT R

3. BRAHIREBIEBUBHREER

(%)

(b) BEMEEREMMHTREBTE
R EEA

AEBVERFEACSEMER -F
—NFELA - HFRBRNTRFEERAR
ERH AT RIS ERT BB IS E £
Al ZEH] MEERI BT BB RS
ERBRAT AR EAEEARSE -

AT EAEERSVIBERRATEE
HHE]/RERT BBV BREERD
MRHR1E B AR R B REAR S B 1R 2%
e B AKERNELEME BER

B TR aradl 4
ZEEH) o

Interest Rate Benchmark Reform’

IEE T

Amendments to HKAS 1 and HKAS 8

BEGFEE1RRES S ER
FEIRIEFT A

Amendments to HKFRS 3

BB R ELEREIRIEFTAR

HKFRS 17

BBV R

Amendment

of

(%]

AR E175%

to HKFRS 3
BRI R ELERFEIRIEFTAR
Amendments to HKAS 16
BERGTEE165IERT A

of

(%]

Definition of Material’

ERNEE

Definition of a Business?

E B E&?

Insurance Contracts?

Rz & 49

Reference to the Conceptual Framework®

R AE 2R 2 1Rt

Property, Plant and Equipment — Proceeds before Intended Use®

Y - BB K AR — VR P& BBV PR AS R IR°
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

3. ADOPTION OF NEW AND REVISED HONG KONG 3. RAFTIRZIETEAMKEREEAR
FINANCIAL REPORTING STANDARDS (Continued) (#%)

(b) New and revised HKFRSs in issue but not yet (b) EEMEMKRENNHITRLEBITE
effective (Continued) BEEREER (&)

Amendments to HKAS 37 Onerous Contracts — Cost of Fulfilling a Contract®

BB EREI7RET R BEEH—BITE QMRS

Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an Investor and its

Associate or Joint Venture*

BB E LR E 1058 & REERHEBMENARGECE L FANEEHERLEE
BB ERIFE28IREFT A

Amendments to HKFRS 16 COVID-19-Related Concessions®

ERTBHmE LN F165REFT R —_E-NERRESERIEEESESS

Amendments to HKFRSs Annual Improvements to HKFRSs 2018-2020°

ERUBRELEL ZEFTAR EEMBRELN - N\FE_Z_ZFNFELE

Amendment to HKAS 1

%;/EEE /E,EJJ 1’5[?1 HTZK

Classification of Liabilities as Current or Non-current’

;HE% ﬁ\iﬁﬁmu@)%_ﬂz/m@

. Effective for annual periods beginning on or after 1 January L RZIEZZEF-A AR ZIERRNF
2020. J& HARE A R o
2 Effective for business combinations and asset acquisitions for 2 BKEBSA—T-TF-—HA—HZ%x

which the acquisition date is on or after the beginning of the
first annual period beginning on or after 1 January 2020.

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

a The amendments were originally intended to be effective
for periods beginning on or after 1 April 2018. The effective
date has now been deferred/removed. Early application of the
amendments continues to be permitted.

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

3 Effective for annual periods beginning on or after 1 June
2020.

Z Effective for annual period beginning on or after 1 January
2023.

In addition to the above new and amendments to
HKFRSs, a revised Conceptual Framework for Financial
Reporting was issued in 2018. Its consequential
amendments, the Amendments to References to the
Conceptual Framework in HKFRS Standards, will be
effective for annual periods beginning on or after 1
January 2020.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

3. ADOPTION OF NEW AND REVISED HONG KONG 3. BRAFTIRZETEAMEREER
FINANCIAL REPORTING STANDARDS (Continued) (#)

(b) New and revised HKFRSs in issue but not yet (b) BEMEERERNVITTREEBTE

effective (Continued)

Except for the new and revised to HKFRSs mentioned
below, the management anticipates that the application
of all other new and revised to HKFRSs will have no
material impact on the consolidated financial statements
in the foreseeable future.

Amendments to HKFRS 3 — Definition of a Business

The amendments clarify that a business must include,
as a minimum, an input and a substantive process that
together significantly contribute to the ability to create
outputs, together with providing extensive guidance on
what is meant by a “substantive process”.

Additionally, the amendments remove the assessment of
whether market participants are capable of replacing any
missing inputs or processes and continuing to produce
outputs, whilst narrowing the definition of “outputs”
and a "business” to focus on returns from selling goods
and services to customers, rather than on cost reductions.

An optional concentration test has also been added that
permits a simplified assessment of whether an acquired
set of activities and assets is not a business.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #ZE —FE - TFE A=+ HI FE

=

3. ADOPTION OF NEW AND REVISED HONG KONG 3. RAFTIRZETEAMKEREER

FINANCIAL REPORTING STANDARDS (Continued) (#&)

(b) New and revised HKFRSs in issue but not yet (b) BHEMEERERNIFITRLEBIE
effective (Continued) BUEREER (&)
Amendments to HKAS 1 and HKAS 8 - Definition of BEBEERIZ1EREBEELE
Material 8% Z 1% EII—EJ'CH?E%
The amendments clarify the definition and explanation ZEBTARARBIEXR] 2EERE
of “material”, aligning the definition across all HKFRS B-EAASEMBREENRER
Standards and the Conceptual Framework, and ERZ EEMAR BB ESER
incorporating supporting requirements in HKAS 1 into FIRMZIZHEREMNATE -

the definition.

Amendments to HKFRS 9, HKAS 39 and HKFRS 7 - BB EHEERFIN EEEE
Interest Rate Benchmark Reform BIZE395 R & BB B EERE75 15

AR -FIEEE E

The amendments modify some specific hedge accounting ZEBIIAHEE A G REIED
requirements to provide relief from potential effects of & B LAJRL 88 Fl 5= B E B A5 2R 19
the uncertainties caused by interest rate benchmark THETEENEBETE - 1IN ZFIEF]

reform. In addition, the amendments require companies FERERARMREERBEHEEER
to provide additional information to investors about their ZETHEAZRLENE HEERNE
hedging relationships which are directly affected by these SNEFY o

uncertainties.

HKFRS 17 - Insurance Contracts BB BHEEREI7H —RESH

HKFRS 17 will replace HKFRS 4 as a single principle-based ERVBHRELEB17R B EE

standard for the recognition, measurement, presentation MR EER AT ERRRBRELD

and disclosure of insurance contracts in the consolidated BOANGEYERERER T2

financial statements of the issuers of those contracts. EAMFEZESYNE —[RAEE
Bl o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

3. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

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

Amendments to HKFRS 10 and HKAS 28 — Sale or
Contribution of Assets between an Investor and its
Associate or Joint Venture

The amendments clarify the extent of gains or losses to
be recognised when an entity sells or contributes assets
to its associate or joint venture. When the transaction
involves a business the gain or loss is recognised in full,
conversely when the transaction involves assets that do
not constitute a business the gain or loss is recognised
only to the extent of the unrelated investors’ interests in
the joint venture or associate.

The Group is not yet in a position to state whether these
new pronouncements will result in substantial changes
to the Group's accounting policies and consolidated
financial statements.

4. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared
under the historical cost convention, unless mentioned
otherwise in the accounting policies below (e.g. plant and
machinery that are measured at revalued amount).

The preparation of financial statements in conformity with
HKFRS requires the use of certain critical accounting estimates.
It also requires management to exercise its judgement in the
process of applying the Group’s accounting policies. The
areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in note 5.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

(a) Consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
made up to 30 June. Subsidiaries are entities over which
the Group has control. The Group controls an entity when
it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect
those returns through its power over the entity. The
Group has power over an entity when the Group has
existing rights that give it the current ability to direct the
relevant activities, i.e. activities that significantly affect the
entity’s returns.

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

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date the control ceases.

Intragroup transactions, balances and unrealised profits
are eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies
of subsidiaries have been changed where necessary to
ensure consistency with the policies adopted by the
Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a) Consolidation (Continued)

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

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

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

(a)

(b)

110

Consolidation (Continued)

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, unless the investment is classified as held
for sale (or included in a disposal group that is classified
as held for sale).

Business combinations and goodwill

The acquisition method is used to account for the
acquisition of a subsidiary in a business combination.
The consideration transferred in a business combination
is measured at the acquisition-date fair value of the
assets given, equity instruments issued, liabilities incurred
and any contingent consideration. Acquisition-related
costs are recognised as expenses in the periods in which
the costs are incurred and the services are received.
Identifiable assets and liabilities of the subsidiary in the
acquisition are measured at their acquisition-date fair
values.

The excess of the sum of the consideration transferred
over the Group’s share of the net fair value of the
subsidiary’s identifiable assets and liabilities is recorded
as goodwill. Any excess of the Group’s share of the net
fair value of the identifiable assets and liabilities over
the sum of the consideration transferred is recognised in
consolidated profit or loss as a gain on bargain purchase
which is attributed to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b) Business combinations and goodwill (Continued)

In a business combination achieved in stages, the
previously held equity interest in the subsidiary is
remeasured at its acquisition-date fair value and the
resulting gain or loss is recognised in consolidated
profit or loss. The fair value is added to the sum of the
consideration transferred in a business combination to
calculate the goodwill.

The NCI in the subsidiary are initially measured at the
non-controlling shareholders’ proportionate share of the
net fair value of the subsidiary’s identifiable assets and
liabilities at the acquisition date.

After initial recognition, goodwill is measured at cost
less accumulated impairment losses. For the purpose
of impairment testing, goodwill acquired in a business
combination is allocated to each of the cash-generating
units (“CGUs") or groups of CGUs that is expected to
benefit from the synergies of the combination. Each
unit or group of units to which the goodwill is allocated
represents the lowest level within the Group at which the
goodwill is monitored for internal management purposes.
Goodwill impairment reviews are undertaken annually,
or more frequently if events or changes in circumstances
indicate a potential impairment. The carrying value of
the CGU containing the goodwill is compared to its
recoverable amount, which is the higher of value in use
and the fair value less costs of disposal. Any impairment
is recognised immediately as an expense and is not
subsequently reversed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 EZE—F -FTFNH=1+HIFFE

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Foreign currency translation

112

()

(i)

Functional and presentation currency

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

functional and presentation currency.

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using
the exchange rates prevailing on the transaction
dates. Monetary assets and liabilities in foreign
currencies are translated at the exchange rates at
the end of each reporting period. Gains and losses
resulting from this translation policy are recognised

in profit or loss.

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

determined.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Foreign currency translation (Continued)

(ii)

(iii)

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

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

Translation on consolidation

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

Assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement of
financial position;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Foreign currency translation (Continued)

114

(iif) Translation on consolidation (Continued)

— Income and expenses are translated at average

exchange rates for the period (unless this
average is not a reasonable approximation of
the cumulative effect of the rates prevailing on
the transaction dates, in which case income and
expenses are translated at the exchange rates
on the transaction dates); and

— All resulting exchange differences are
recognised in other comprehensive income and
accumulated in the translation reserve.

On consolidation, exchange differences arising from
the translation of monetary items that form part of
the net investment in foreign entities are recognised
in other comprehensive income and accumulated in
the translation reserve. When a foreign operation is
sold, such exchange differences are reclassified to
consolidated profit or loss as part of the gain or loss
on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Property, plant and equipment

Property, plant and equipment (other than plant
and machinery as described below) held for use in
the production or supply of goods or services, or for
administrative purposes, are stated in the consolidated
statement of financial position at cost, less subsequent
accumulated depreciation and subsequent accumulated

impairment losses, if any.

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

Plant and machinery held for use in the production or
supply of goods or services, are stated in the consolidated
statement of financial position at their revalued amounts,
being the fair value at the date of revaluation, less any
subsequent accumulated depreciation and subsequent
accumulated impairment losses. Revaluations are
performed with sufficient regularity such that the carrying
amounts do not differ materially from those that would
be determined using fair values at the end of each
reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z2=F-FFNNA=+HIFFZE
4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FESITBEK(£)

(d) Property, plant and equipment (Continued) (d) W% BERSZE (&)

Any revaluation increase arising on the revaluation
of such plant and machinery is recognised in other
comprehensive income and accumulated in plant and
machinery revaluation reserve, except to the extent that
it reverses a revaluation decrease for the same asset
previously recognised in profit or loss, in which case the
increase is credited to profit or loss to the extent of the
decrease previously expensed. A decrease in the carrying
amount arising on the revaluation of such plant and
machinery is recognised in profit or loss to the extent
that it exceeds the balance, if any, held in the plant and
machinery revaluation reserve relating to a previous
revaluation of that asset.

Depreciation of revalued plant and machinery is
recognised in profit or loss. On the subsequent sale
or retirement of a revalued plant and machinery, the
attributable revaluation surplus remaining in the plant
and machinery revaluation reserve is transferred directly
to accumulated losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

(e)

Property, plant and equipment (Continued)

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their cost or
revalued amounts less their residual values over the
estimated useful lives on a straight-line basis. The
principal annual rates are as follows:

20% or
over the lease term,

Leasehold improvements

whichever is shorter
20%
20% - 50%

Plant and machinery

Furniture, fixtures and office
equipment

Motor vehicles 20% - 25%

The residual values, useful lives and depreciation method

are reviewed and adjusted, if appropriate, at the end of

each reporting period.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset,
and is recognised in profit or loss.

Leasing

Accounting as a lessee (accounting policies applied
from 1 July 2019)

All leases (irrespective of they are operating leases or
finance leases) are required to be capitalised in the
statement of financial position as right-of-use assets
and lease liabilities, but accounting policy choices
exist for an entity to choose not to capitalise (i) leases
which are short-term leases and/or (ii) leases for which
the underlying asset is of low-value. The Group has
elected not to recognise right-of-use assets and lease
liabilities for low-value assets and leases for which at
the commencement date have a lease term less than 12
months. The lease payments associated with those leases
have been expensed on straight-line basis over the lease
term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4, FEGHHE (&)

(e) Leasing (Continued) (e) HE (£)

Accounting as a lessee (accounting policies applied
from 1 July 2019) (Continued)

Right-of-use asset

The right-of-use asset is recognised at cost and would
comprise: (i) the amount of the initial measurement of
the lease liability (see below for the accounting policy
to account for lease liability); (ii) any lease payments
made at or before the commencement date, less any
lease incentives received; (iii) any initial direct costs
incurred by the lessee; and (iv) an estimate of costs to
be incurred by the lessee in dismantling and removing
the underlying asset to the condition required by the
terms and conditions of the lease, unless those costs are
incurred to produce inventories. Except for right-of-use
asset that meets the definition of an investment property
or a class of property, plant and equipment to which the
Group applies the revaluation model, the Group measures
the right-of-use assets applying a cost model. Under
the cost model, the Group measures the right-to-use
assets at cost, less any accumulated depreciation and any
impairment losses, and adjusted for any remeasurement
of lease liability.

Lease liability

The lease liability is recognised at the present value of
the lease payments that are not paid at the date of
commencement of the lease. The lease payments are
discounted using the interest rate implicit in the lease, if
that rate can be readily determined. If that rate cannot
be readily determined, the Group uses the Group’s
incremental borrowing rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE
4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4, FEEEE(£E)

(e) Leasing (Continued) (e) HE (£)

Accounting as a lessee (accounting policies applied
from 1 July 2019) (Continued)

Lease liability (Continued)

The following payments for the right of use the
underlying asset during the lease term that are not paid
at the commencement date of the lease are considered
to be lease payments: (i) fixed payments less any lease
incentives receivable; (ii) variable lease payments that
depend on an index or a rate, initially measured using the
index or rate as at the commencement date; (iii) amounts
expected to be payable by the lessee under residual value
guarantees; (iv) the exercise price of a purchase option
if the lessee is reasonably certain to exercise that option;
and (v) payments of penalties for terminating the lease, if
the lease term reflects the lessee exercising an option to
terminate the lease.

Subsequent to the commencement date, the Group
measures the lease liability by: (i) increasing the
carrying amount to reflect interest on the lease
liability; (ii) reducing the carrying amount to reflect
the lease payments made; and (iii) remeasuring the
carrying amount to reflect any reassessment or lease
modifications, e.g., a change in future lease payments
arising from change in an index or rate, a change in
the lease term, a change in the in substance fixed lease
payments or a change in assessment to purchase the
underlying asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

U]

(9)

Leasing (Continued)

Accounting as a lessee (accounting policies applied
until 30 June 2019)

The total rentals payable under the operating leases are
recognised in profit or loss on a straight-line basis over the
lease term. Lease incentives received are recognised as an
integrated part of the total rental expense, over the term
of the lease.

Club debenture

Club debenture with indefinite useful life is stated at
cost less any impairment losses. Impairment is reviewed
annually or when there is any indication that the club
debenture has suffered an impairment loss.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the first-in, first-
out basis. The cost of finished goods and work in progress
comprises raw materials, direct labour and an appropriate
proportion of all production overhead expenditure, and
where appropriate, subcontracting charges. Net realisable
value is the estimated selling price in the ordinary course
of business, less the estimated costs of completion and
the estimated costs necessary to make the sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Recognition and derecognition of financial

instruments

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

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities are added to or deducted from
the fair value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets
or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
recognises its retained interest in the asset and an
associated liability for amounts it may have to pay. If the
Group retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

0]

122

Recognition and derecognition of financial
instruments (Continued)

The Group derecognises financial liabilities when, and
only when, the Group’s obligations are discharged,
cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised and
the consideration paid and payable, including any non-
cash assets transferred or liabilities assumed, is recognised
in profit or loss.

Financial assets

All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace. All recognised financial assets are measured
subsequently in their entirety at either amortised cost or
fair value, depending on the classification of the financial
assets.

Debt investments

Debt investments held by the Group are classified into
one of the following measurement categories:

— amortised cost, if the investment is held for the
collection of contractual cash flows which represent
solely payments of principal and interest. Interest
income from the investment is calculated using the
effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4, FEGHHE(£&)

(i) () =WMEEF)

Financial assets (Continued)

EHRE (&)

Debt investments (Continued)

Fair value through Other Comprehensive income
("FVTOCI") — recycling, if the contractual cash
flows of the investment comprise solely payments
of principal and interest and the investment is held
within a business model whose objective is achieved
by both the collection of contractual cash flows and
sale. Changes in fair value are recognised in other
comprehensive income, except for the recognition
in profit or loss of expected credit losses, interest
income (calculated using the effective interest
method) and foreign exchange gains and losses.
When the investment is derecognised, the amount
accumulated in other comprehensive income is
recycled from equity to profit or loss.

Fair value through Profit or Loss (“FVTPL") — if the
investment does not meet the criteria for being
measured at amortised cost or FVTOCI (recycling).
Changes in the fair value of the investment
(including interest) are recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

0}

@

124

Financial assets (Continued)

Equity investments

An investment in equity securities is classified as FVTPL
unless the equity investment is not held for trading
purposes and on initial recognition of the investment the
Group makes an election to designate the investment at
FVTOCI (non-recycling) such that subsequent changes in
fair value are recognised in other comprehensive income.
Such elections are made on an instrument-by-instrument
basis, but may only be made if the investment meets the
definition of equity from the issuer’s perspective. Where
such an election is made, the amount accumulated in
other comprehensive income remains in the fair value
reserve (non-recycling) until the investment is disposed
of. At the time of disposal, the amount accumulated
in the fair value reserve (non-recycling) is transferred to
retained earnings. It is not recycled through profit or
loss. Dividends from an investment in equity securities,
irrespective of whether classified as at FVTPL or FVTOCI,
are recognised in profit or loss as other income.

Trade and other receivables

A receivable is recognised when the group has an
unconditional right to receive consideration. A right to
receive consideration is unconditional if only the passage
of time is required before payment of that consideration
is due. If revenue has been recognised before the group
has an unconditional right to receive consideration, the
amount is presented as a contract asset.

Receivables are stated at amortised cost using the
effective interest method less allowance for credit losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

0]

(m)

Loans receivable

Loans receivable are amounts due from customers for
the provision and arrangement of credit facilities to the
customers in the ordinary course of business. If collection
of loans receivable is expected in one year or less (or in
the normal operating cycle of the business if longer), they
are classified as current assets. If not, they are presented
as non-current assets.

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

Cash and cash equivalents

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

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual
arrangements entered into and the definitions of a
financial liability and an equity instrument under HKFRSs.
An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. The accounting policies adopted for
specific financial liabilities and equity instruments are set
out below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(n)

(o)

(p)

Borrowings

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

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting
period.

Trade and other payables

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

Equity instruments

Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q) Revenue recognition

Revenue is recognised when control over a product or
service is transferred to the customer, at the amount of
promised consideration to which the Group is expected
to be entitled, excluding those amounts collected on
behalf of third parties. Revenue excludes value added tax
or other sales taxes and is after deduction of any trade
discounts.

Revenue from the sale of goods is recognised when
control of the goods has transferred, being when the
goods have been shipped to the wholesale’s specific
location (delivery). Following delivery, the wholesaler has
full discretion over the manner of distribution and price
to sell the goods, has the primary responsibility when on
selling the goods and bears the risks of obsolescence and
loss in relation to the goods. A receivable is recognised
by the Group when the goods are delivered to the
wholesaler as this represents the point in time at which
the right to consideration becomes unconditional, as only
the passage of time is required before payment is due.

Revenue from provision of subcontracting services is
recognised at the point in time when services performed
to the customers.

Interest income is recognised as it accrues using the
effective interest method. For financial assets measured at
amortised cost that are not credit-impaired, the effective
interest rate is applied to the gross carrying amount of
the asset. For credit impaired financial assets, the effective
interest rate is applied to the amortised cost (i.e. gross
carrying amount net of loss allowance) of the asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r) Employee benefits

()

(i)

Employee leave entitlements

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

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

Pension obligations

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

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r) Employee benefits (Continued)

(ii)

(iii)

Pension obligations (Continued)

The employees of the Group in the People’s Republic
of China (the “PRC") and Kingdom of Cambodia
(the "Cambodia”) are members of central
pension schemes operated by the local municipal
governments. The Group is required to contribute
certain percentage of the employees’ basic salaries
and wages to the central pension schemes to
fund the retirement benefits. The local municipal
governments undertake to assume the retirement
benefits obligations of all existing and future retired
employees of the Group. The only obligation of the
Group with respect to the central pension schemes
is to meet the required contributions under the
schemes.

Termination benefits

Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw
the offer of those benefits, and when the Group
recognises restructuring costs and involves the
payment of termination benefits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. EESFHEE(£)

BEE KA

(s) Borrowing costs (s)

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

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

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(t)

(u)

Government grants

A government grant is recognised when there is
reasonable assurance that the Group will comply with
the conditions attaching to it and that the grant will be
received.

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

Taxation

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

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from Loss recognised in
profit or loss because of items of income or expense
that are taxable or deductible in other years and items
that are never taxable or deductible. The Group’s liability
for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the
reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u)

132

Taxation (Continued)

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

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

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to
be recovered.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u) Taxation (Continued)

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is settled
or the asset is realised, based on tax rates that have
been enacted or substantively enacted by the end of the
reporting period. Deferred tax is recognised in profit or
loss, except when it relates to items recognised in other
comprehensive income or directly in equity, in which case
the deferred tax is also recognised in other comprehensive
income or directly in equity.

The measurement of deferred tax assets and liabilities
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

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

4, FESTBE(E)

(u) BiE (&)

BELERBNRBEANRAETEREE
ERYRBERNHRERFE  UREH
REBEMRER L BB R BIK
15 o RERIA TN IE s HERR IR TR
TR B B 2 W s 8l B IR AT A R
#IR B BRRAIRRSN  EULER T BT
RPNy e G A= Ry
=R

EXEFAREERABZIFERBRASE
EEARGERRKENEEELEE
MBEREEMEEZHBER-

EETIREE R AER A HOR AR
BIREERHH B R REHEE &
REFELEHRREENMBETRRF—
BIAMBERNM S HARAANRE
BANFHGESENMNREERAE
Ry K 3K

AR (21R) BRAS “S”"IFFR 1 33



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F
4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4, FEGHHE (&)

(v) FERMEERE

(v) Impairment of non-financial assets

Intangible assets that have an indefinite useful life
or that are not yet available for use are reviewed for
impairment annually and whenever events or changes in
circumstances indicate the carrying amount may not be
recoverable.

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

Value in use is the present value of the estimated future
cash flows of the asset/CGU. Present values are computed
using pre-tax discount rates that reflect the time value
of money and the risks specific to the asset/CGU whose
impairment is being measured.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(v)

(w)

Impairment of non-financial assets (Continued)

Impairment losses for CGUs are allocated first against
the goodwill of the unit and then pro rata amongst the
other assets of the CGU. Subsequent increases in the
recoverable amount caused by changes in estimates are
credited to profit or loss to the extent that they reverse
the impairment unless the relevant asset is carried at
a revalued amount, in which case the reversal of the
impairment loss is treated as a revaluation increase.

Impairment of financial assets

The Group recognises a loss allowance for expected
credit losses (“"ECL") on trade and other receivables and
loan receivables. The amount of expected credit losses
is updated at each reporting date to reflect changes
in credit risk since initial recognition of the respective
financial instrument.

The Group always recognises lifetime ECL for trade
receivables. The expected credit losses on these financial
assets are estimated using a provision matrix based on
the Group’s historical credit loss experience, adjusted for
factors that are specific to the debtors, general economic
conditions and an assessment of both the current as well
as the forecast direction of conditions at the reporting
date, including time value of money where appropriate.

For loans receivable and other receivables, the Group
recognises lifetime ECL when there has been a significant
increase in credit risk since initial recognition. However,
if the credit risk on the loans receivable and other
receivables has not increased significantly since initial
recognition, the Group measures the loss allowance for
that loans receivable and other receivables at an amount
equal to 12-month ECL.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z2=F-FFNNA=+HIFFZE
4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FESITBEK(£)

(w) SREERE (&)

(w) Impairment of financial assets (Continued)

Lifetime ECL represents the expected credit losses that will
result from all possible default events over the expected
life of a loan receivables and other receivables. In
contrast, 12-month ECL represents the portion of lifetime
ECL that is expected to result from default events on a
loan receivables and other receivables that are possible
within 12 months after the reporting date.

Significant increase in credit risk

In assessing whether the credit risk on a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of a default
occurring on the financial instrument at the reporting
date with the risk of a default occurring on the financial
instrument at the date of initial recognition. In making
this assessment, the Group considers both quantitative
and qualitative information that is reasonable and
supportable, including historical experience and forward-
looking information that is available without undue
cost or effort. Forward-looking information considered
includes the future prospects of the industries in which
the Group’s debtors operate, obtained from economic
expert reports, financial analysts, governmental bodies,
relevant think-tanks and other similar organisations, as
well as consideration of various external sources of actual
and forecast economic information that relate to the
Group's core operations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w) Impairment of financial assets (Continued)

Significant increase in credit risk (Continued)

In particular, the following information is taken into

account when assessing whether credit risk has increased

significantly since initial recognition:

an actual or expected significant deterioration in
the financial instrument’s external (if available) or

internal credit rating;

significant deterioration in external market
indicators of credit risk for a particular financial
instrument;

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

an actual or expected significant deterioration in the
operating results of the debtor;

significant increases in credit risk on other financial
instruments of the same debtor;

an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to meet its
debt obligations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. EESFHEE(£)

(w) EREERE (&)

(w) Impairment of financial assets (Continued)

Significant increase in credit risk (Continued)

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

Despite the foregoing, the Group assumes that the
credit risk on a financial instrument has not increased
significantly since initial recognition if the financial
instrument is determined to have low credit risk at the
reporting date. A financial instrument is determined to
have low credit risk if:

(i)  The financial instrument has a low risk of default,

(i) The debtor has a strong capacity to meet its
contractual cash flow obligations in the near term,
and

(i) Adverse changes in economic and business
conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfil
its contractual cash flow obligations.

The Group considers a financial asset to have low
credit risk when the asset has external credit rating
of “investment grade” in accordance with the
globally understood definition or if an external rating
is not available, the asset has an internal rating of
“performing”. Performing means that the counterparty
has a strong financial position and there is no past due
amounts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w) Impairment of financial assets (Continued)

Significant increase in credit risk (Continued)

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

Definition of default

The Group considers the following as constituting an
event of default for internal credit risk management
purposes as historical experience indicates that
receivables that meet either of the following criteria are
generally not recoverable.

—  when there is a breach of financial covenants by the
counterparty; or

- information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held by
the Group).

Irrespective of the above analysis, the Group considers
that default has occurred when a financial asset is more
than 90 days past due unless the Group has reasonable
and supportable information to demonstrate that a more
lagging default criterion is more appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w) Impairment of financial assets (Continued)

Credit-impaired financial assets

A financial asset is credit-impaired when one or more

events that have a detrimental impact on the estimated

future cash flows of that financial asset have occurred.

Evidence that a financial asset is credit-impaired includes

observable data about the following events:

significant financial difficulty of the issuer or the
counterparty;

a breach of contract, such as a default or past due
event;

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

it is becoming probable that the counterparty will
enter bankruptcy or other financial reorganisation;
or

the disappearance of an active market for that
financial asset because of financial difficulties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w) Impairment of financial assets (Continued)

Write-off policy

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

Measurement and recognition of ECL

The measurement of expected credit losses is a function
of the probability of default, loss given default (i.e.
the magnitude of the loss if there is a default) and the
exposure at default. The assessment of the probability of
default and loss given default is based on historical data
adjusted by forward-looking information as described
above. As for the exposure at default, for financial
assets, this is represented by the assets’ gross carrying
amount at the reporting date; for financial guarantee
contracts, the exposure includes the amount drawn down
as at the reporting date, together with any additional
amounts expected to be drawn down in the future by
default date determined based on historical trend, the
Group’s understanding of the specific future financing
needs of the debtors, and other relevant forward-looking
information.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w)

142

Impairment of financial assets (Continued)

Measurement and recognition of ECL (Continued)

For financial assets, the ECL is estimated as the difference
between all contractual cash flows that are due to the
Group in accordance with the contract and all the cash
flows that the Group expects to receive, discounted at the
original effective interest rate.

If the Group has measured the loss allowance for a
financial instrument at an amount equal to lifetime ECL
in the previous reporting period, but determines at the
current reporting date that the conditions for lifetime
ECL are no longer met, the Group measures the loss
allowance at an amount equal to 12-month ECL at
the current reporting date, except for assets for which
simplified approach was used.

The Group recognises an impairment gain or loss in profit
or loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss
allowance account.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(x)

(y)

Provisions and contingent liabilities

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

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

Events after the reporting period

Events after the reporting period that provide additional
information about the Group's position at the end of the
reporting period are adjusting events and are reflected
in the consolidated financial statements. Events after
the reporting period that are not adjusting events are
disclosed in the notes to the consolidated financial
statements when material.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

5. KEY SOURCES OF ESTIMATION UNCERTAINTY

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

(a) Property, plant and equipment and depreciation

The Group determines the estimated useful lives, residual
values and related depreciation charges for the Group’s
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives
and residual values of property, plant and equipment of
similar nature and functions. The Group will revise the
depreciation charge where useful lives and residual values
are different to those previously estimated, or it will write-
off or write-down technically obsolete or non-strategic
assets that have been abandoned.

(b) Income taxes

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

is made.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

5. KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(9]

(d)

Impairment of trade and other receivables

The management of the Group estimates the amount of
impairment loss for ECL on trade and other receivables
based on the credit risk of trade and other receivables.
The amount of the impairment loss based on ECL model
is measured as the difference between all contractual
cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group
expects to receive, discounted at the effective interest rate
determined at initial recognition. Where the future cash
flows are less than expected, or being revised downward
due to changes in facts and circumstances, a material
impairment loss may arise.

Impairment of loans receivable

The management of the Group estimates the amount
of impairment loss for ECL on loans receivable based on
the credit risk of loans receivable. The amount of the
impairment loss based on ECL model is measured as the
difference between all contractual cash flows that are due
to the Group in accordance with the contract and all the
cash flows that the Group expects to receive, discounted
at the effective interest rate determined at initial
recognition. Where the future cash flows are less than
expected, or being revised downward due to changes in
facts and circumstances, a material impairment loss may
arise
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

5.

1 4 6 Luxey International (Holdings) Limited Annual Report 2020

KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(e) Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based
on the aging and estimated net realisable value of
inventories. The assessment of the allowance amount
involves judgement and estimates. Where the actual
outcome in future is different from the original
estimate, such difference will impact the carrying value
of inventories and allowance charge/write-back in the

period in which such estimate has been changed.

(f) Fair values of plant and machinery

The Group appointed an independent professional valuer
to assess the fair values of the plant and machinery.
In determining the fair values, the valuer has utilised a
method of valuation which involves certain estimates. The
directors have exercised their judgement and are satisfied
that the method of valuation is reflective of the current

market condition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks:
foreign currency risk, credit risk, liquidity risk and interest
rate risk. The Group’s overall risk management programme
focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group’s financial
performance.

(a) Foreign currency risk

The Group has minimal exposure to foreign currency risk
as most of its business transactions, assets and liabilities
are principally denominated in Hong Kong dollars, United
States dollars and Renminbi ("“RMB") which are the
functional currencies of the principal operating entities of
the Group. The Group currently does not have a foreign
currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group monitors
its foreign currency exposure closely and will consider
hedging significant foreign currency exposure should the
need arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

6.

FINANCIAL RISK MANAGEMENT (Continued)

(b) Credit risk

The Group's credit risk is primarily attributable to its trade
and other receivables, loans receivable, pledged bank
deposits and bank and cash balance. In order to minimise
credit risk, the directors review the recoverable amount
of each individual debt regularly to ensure that adequate
impairment losses are recognised for irrecoverable debts.
In this regard, the directors consider that the Group’s
credit risk is significantly reduced.

Trade receivables

At the end of the reporting period, the Group has certain
concentration of credit risk as 66% (2019: 83%) and
90% (2019: 94%) of the total trade receivables are due
from the largest third party debtor and the five largest
third party debtors respectively.

In addition, the Group performs impairment assessment
under ECL model on trade balances individually or based
on provision matrix. The remaining trade receivables
based on shared credit risk characteristics by reference to
repayment histories for recurring customers. Impairment
of HK$8,490,000 (2019: reversal of impairment of
HK$14,703,000) is recognised during the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

FINANCIAL RISK MANAGEMENT (Continued)

(b) Credit risk (Continued)

Loans receivable

The directors of the Company estimate the estimated
loss rates of loans receivable based on historical credit
loss experience of the debtors as well as the fair value
of the collateral pledged by the customers to the loans
receivable.

Based on assessment by the directors of the Company,
the loss given default is low in view of the estimated
realised amount of ultimate disposal of the collaterals.

Other receivables

For other receivables, the directors of the Company
make periodic individual assessment on the recoverability
of other receivables and deposits based on historical
settlement records, past experience, and also quantitative
and qualitative information that is reasonable and
supportive forward-looking information. The directors of
the Company believe that there are no significant increase
in credit risk of these amounts since initial recognition
and the Group provided impairment based on 12m ECL.
For the year ended 30 June 2020 and 2019, the Group
assessed the ECL for other receivables and deposits were
insignificant and thus no loss allowance was recognised.

Pledged bank deposits and bank balances

The credit risk on pledged bank deposits and bank
balances is limited because the counterparties are banks
with high credit-ratings assigned by international credit-
rating agencies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

6. FINANCIAL RISK MANAGEMENT (Continued)
(b) Credit risk (Continued)

As part of the Group’s credit risk management, the
Group uses debtors’ aging to assess the impairment
for its customers with common risk characteristics that
are representative of the customers’ abilities to pay all
amounts due in accordance with the contractual terms.
The following table provides information about the
exposure to credit risk for trade receivables which are
assessed based on provision matrix within lifetime ECL
(not credit-impaired).

6. HBERE

B(E)

(b) FERBR (&)

ERAKEZEERREEZ R
AEBMABEBAZKREKFGEAR
HARRBB TR 2ME ZF5
BRARRE FRIEA KRR A
BRHFIB RS - TR BLBERE
fE ATl 2 FE I E B IR N 748 A TR
FEEBER (RELEERE) AmERZ
EERERZER-

Description i

Current (not past due) Ty (RKaH)
1-30 days past due BH1ZE30A
31-60 days past due BH31Z60H
61-90 days past due B H61290H
More than 90 days past due #HI90H A £

2020 2020 2019 2019
“E-EE  CZEBCEE | ZTNE ZZNF
Average Accounts Average Accounts
loss rate receivable loss rate receivable
FHERZE EBRER | FHUEBRX FEK R R
HK$000 HK$'000

BETT BETFT

4.03% 54 3.73% -
4.39% - 4.18% -
4.79% 2 4.56% 4
6.28% 1 5.87% 35
100% 13,868 100% 2,498
13,925 2,537

The following table shows the movement in lifetime ECL
that has been recognised for trade receivables for cash
clients under the simplified approach.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

(b) Credit risk (Continued)

At 30 June 2018
Impact on adoption of HKFRS 9

At 1July 2018

Impairment losses recognised
Impairment losses reversed

At 30 June 2019
Impairment losses recognised

At 30 June 2020

FINANCIAL RISK MANAGEMENT (Continued)

RZE—-\FRA=TH
RNE B REERFHR
2
—NFLA-H

ERRZREER
EREREER

R-ZE-NFRA=TH

ERZREER

R-B-ZEXA=TH

The following tables show reconciliation of loss

allowances that has been recognised for loan receivables:

MBEBEE (&)

(b) FERB (&)

Lifetime ECL (not Lifetime ECL
credit- impaired)  (credit-impaired) Total
2HEHEE 2HBRHEE
BEREE  BR(RE
EERE) FERE) B
HK$000 HK$000 HK$000
BT BEFIT BEFT
20,138 - 20,138
20,138 - 20,138
1,753 - 1,753
(16,456) - (16,456)
5,435 - 5,435
8,490 - 8,490
13,925 - 13,925
TREAEEERERERNSEREE 2
R

AR (21R) 8RA

8 ZBCBEEH

151



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

6. FINANCIAL RISK MANAGEMENT (Continued)

(b) Credit risk (Continued)

152

At 30 June 2018
Impact on adoption
of HKFRS 9

At 1 July 2018

Impairment losses
recognised

At 30 June 2019

Impairment losses
recognised

At 30 June 2020

RZE-NEFESA=+H
ﬁ%%%%%ﬁiﬁ%
%95}5[3’] ?/ E
—\F+tHA—H

ERERREBR

—E-NAFARA=TH

B RRREER

6. HBERE

B(E)

(b) FERBR (&)

Stage 1 Stage 2 Stage 3
P ER 1 P& Ex2 P& ER3
Lifetime ECL
(non-credit Lifetime
12m ECL impaired) ECL Total
HREMEE
1REAES BB (REE 2HEY
FEEE FERE) FEER o
HK$°000 HK$°000 HK$°000 HK$'000
BETFT BT BEFT BT T
44 - - 44
44 - - 44
88 - - 88
132 - - 132
195 - - 195
327 - - 327
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

6. FINANCIAL RISK MANAGEMENT (Continued) 6.

(c) Liquidity risk

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

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

MR EE (&)

(C) /Jlbibﬁﬁﬂlﬁ

AEBE 2 BKETEHHERAE RTEH
MEBEELHE UERAEE#IE T
WHRSRHEABRTEEHERREAR

AEFEFITEESHABBRKRESARER
HWEMEME BTN T

Less than
1 year Between Between
orondemand 1and2years 2andb5 years Total
1E0R
FRER 1225 2855 e
HK$'000 HK3$'000 HK$'000 HK$'000
BETFT BT T BT T BT
At 30 June 2020 NR-B-THE
AA=1+H
Loan from a shareholder K BH —ZEEE R 60,900 = = 60,900
Trade and other payables FEHE 5 R H MR 28,968 = - 28,968
Other loans H A &R 1,574 - - 1,574
Lease liabilities HEAE 4,038 3,481 6,111 13,630
95,480 3,481 6,111 105,072
At 30 June 2019 R-_ZE—NF
NAZ+H
Trade and other payables & {2 5 Ko H th BR 5% 20,798 - - 20,798
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

6.

154

FINANCIAL RISK MANAGEMENT (Continued)

(d) Interest rate risk

(e)

()

The Group's loans receivable and loan from a shareholder
bears interest at fixed interest rate and therefore is subject
to fair value interest rate risk.

The Group's exposure to interest rate risk arises from its
pledged bank deposits and bank balance. These deposits
bear interests at variable rates that vary with the then
prevailing market condition.

Except as stated above, the Group has no other
significant interest-bearing assets and liabilities,
the Group's operating cash flows are substantially
independent of changes in market interest rates.

Categories of financial instruments

TREE:

Financial assets:

Financial assets at amortised cost
Financial liabilities: tREE:
Financial liabilities

at amortised cost

Fair values

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

Luxey International (Holdings) Limited Annual Report 2020
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

FAIR VALUE MEASUREMENTS

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
following disclosures of fair value measurements use a fair
value hierarchy that categorises into three levels the inputs to
valuation techniques used to measure fair value:

Level 1 inputs:  quoted prices (unadjusted) in active markets
for identical assets or liabilities that the
Group can access at the measurement date.

Level 2 inputs:  inputs other than quoted prices included
within level 1 that are observable for the
asset or liability, either directly or indirectly.

Level 3 inputs:  unobservable inputs for the asset or liability.

The Group's policy is to recognise transfers into and transfers
out of any of the three levels as of the date of the event or
change in circumstances that caused the transfer.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

7. FAIR VALUE MEASUREMENTS (Continued) 7. AYEETEE)
(a) Disclosures of level in fair value hierarchy at 30 June (@) A FEBREBR_ZT_FFA
2020: ETHEZERBEEMT
Fair value measurements using: Total
AFEHERA: At
Level 1 Level 2 Level 3 2020
Description #iE F1B $28 $3E —B-EF

HKS$'000 HKS$000 HK$000 HK$000
ERTT V-1 BETT BETT

Recurring fair value measurements: EE AL EE:

Plant and machinery B Rk - - 798 798
Fair value measurements using: Total

AT EHERA: a3

Level 1 Level 2 Level 3 2019

Description 1B &1 F2E F3E/ —ETNF

HK$000 HK$'000 HK$'000 HK$ 000
BETT BETT AETT BT

Recurring fair value measurements: ZEMUATLEE:
Plant and machinery TR I 23 - = 6,176 6,176
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7.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

FAIR VALUE MEASUREMENTS (Continued)

(b) Reconciliation of assets measured at fair value

based on level 3:

Description

At 1 July 2019

Total gains or losses recognised
in profit or loss *
in other comprehensive income

At 30 June 2020

® Include gains or losses for assets held at
the end of reporting period

7. RVEFE(E)

&

R=F-NELA—B
B R 2 NSRRI
BIRZEY

REAMZEHA

WEERREMRBEEE
2 Was sk g e

AR (21k) BRAS

—_

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

(b) USEISERAFEFEZEEHR:

Plant and
machinery
B E R
IR
HK$°000
B TF T

6,176

(2,876)

(2,502)

798

(2,876)

FEFER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

7. FAIR VALUE MEASUREMENTS (Continued) 7.

(b) Reconciliation of assets measured at fair value

DNVEFE(E)

(b) UEIERAFEFEZEEHR:

based on level 3: (Continued) (%)
Plant and
machinery
Description B 28
HK$'000
BT oT
At 1 July 2018 RZE—N\F+tH—H 15,153
Total gains or losses recognised PR Wk BB a5
in profit or loss EATEI =® (3,860)
in other comprehensive income REMZEKA (3,314)
Additions R 87
Disposal k= (1,890)
At 30 June 2019 RZZBE—-NFRA=+H 6,176
® Include gains or losses for assets held at O EERRERRFEEEZ
the end of reporting period W=k E1E (3,860)

The total gains or loss recognised in other comprehensive
income are presented in surplus or deficit on revaluation
of property, plant and equipment in the consolidated
statement of profit or loss and other comprehensive
income.

The total gains or losses recognised in profit or loss
including those for assets held at end of reporting period
is presented in cost of sales and service rendered in the
consolidated statement of profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

FAIR VALUE MEASUREMENTS (Continued)

(c) Disclosure of valuation process used by the Group

and valuation techniques and inputs used in fair
value measurements at 30 June 2020:

The Group assistant finance manager is responsible
for the fair value measurements of assets and liabilities
required for financial reporting purposes, including level
3 fair value measurements. The Group's assistant finance
manager reports directly to the Board of Directors for
these fair value measurements. Discussions of valuation
processes and results are held between the Group’s
assistant finance manager and the Board of Directors at
least twice a year.

For level 3 fair value measurements, the Group will
normally engage external valuation experts with the
recognised professional qualifications and recent
experience to perform the valuations.

DNFEFE(E)

(0 AEEERAZHEERFRR-ZF=-F

FAR=THAVEFERERZME
ERM R A BB 2

AREBFHKEEIEA S MM BRE
BB CEERABZ A ES
BREEIBLATEFTFE - AEEH
BEEDENRZEATEFEEEN
%$MW¢W$§IWﬁWE%E&
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

7. FAIR VALUE MEASUREMENTS (Continued) 7. AVEFEE)

(c) Disclosure of valuation process used by the Group () *EEFEAZHEREFRA-ZE_-F
and valuation techniques and inputs used in fair FERAEZ+THAFEFERFERAZME
value measurements at 30 June 2020: (Continued) EEMREABBEZEE: (£)

Key significant unobservable inputs used in level 3 fair %3@$1§§+§ﬁﬂ§ﬁ2$§ﬁﬁ?\
value measurements are mainly as below: IR ABBIEHIINT
Effect on
fair value
Significant for increase
Description Valuation technique Unobservable inputs Value of inputs
- JILPN ¢
3 fEER EXTAEERAYE BE HATEZEE
Fair market value of Combination of market Estimated useful life 10 years Decrease
plant and machinery comparable approach and (2020: 10 years)
cost replacement approach
BEREE 2 ATHE MBELBRERKAER L, et EAFH 108 R
Lt (ZEZZF:105)
Adjusting factor 75% Decrease
(2020: 75%)
AERZ 5% R
(Z2ZZF:75%)
During the years ended 30 June 2019 and 2020, there RBE_Z-NFR_ZE_ZF A
were no changes in the valuation techniques used. =t+tRALFEAN" ﬂEﬁ%E‘Jf KAz ME

HEAT 1
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

REVENUE

The Group's revenue which represents sales of goods to
customers, subcontracting fee income and interest income

8. WA

from money lending business are as follows:

Revenue from contracts with customers

with the scope of HKFRS 15
Disaggregated by major products
Sales of goods
Subcontracting fee income

Revenue from other sources
Interest income from
money lending business

The Group devices revenue from the transfer of goods and

services at a point in time.

FRBMIERE LR FE155
HLEARBEEFFPHEKKRA
REBERAD

H R BA
KEEEREZHBRA

AEBz Wz (MHEPZERFEE 28
BEWARKBBERHZMBBRA) AT :

2020 2019
—E-EF —ZE-NF
HK$'000 HK$'000
BT T BT T
62,879 119,531
12,050 11,827
74,929 131,358
2,880 420
77,809 131,778

8xami (i) gRaa —“2°F

FEFER

AEBUARERE —RHEHEEER N
AR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

9. OTHER INCOME

Design fee income
Insurance claim received
Interest income

Reversal of provision for

employee benefit obligations

Government grants (note)
Sundry income

Interest income from customer

late payment

Sale of scrap product SHE BERE m
Note: Government grants were received as refund of value-added tax and Bt

CSE 0N
B WRB R
FIBHA

8 BRI R

BT (HaE)
FETRULA
BEPIEBMNFR M BWA

export duty. There are no unfulfilled conditions or contingencies

attached to the grants.
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Luxey International (Holdings) Limited Annual Report 2020

2020 2019
—g-®5 | —T-n%F
HK$°000 HK$'000
BEFT EEFT
295 =

- 42

63 137

- 1,260

338 1,298

4 32

- 2,554

821 1,255
1,521 6,578

B WCHRBR AT 8 B R 1R (E A B P A 2 3R
TR o 5% 4 B A AR P SRR R A R A
=l



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

10. SEGMENT INFORMATION

The Group has three operating segments as follows:

Swimwear and garment- Manufacturing and trading
of swimwear and garment

products
E-Commerce and — E-Commerce and provision of
on-line shopping on-line shopping services
related
Money lending — Money lending business

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

Segment profits or losses do not include other income, finance
costs, and corporate administrative and other operating
expenses. Segment assets do not include club debenture and
other assets for general administrative use. Segment liabilities
do not include other liabilities for general administrative use.

10. D EER

T BAEE = EZEE D

K M IR - AENEEXEK
Ko Bl 5 EE

BEFEBLEEL - %%Fﬁi‘“&

ﬁﬁ%ﬁﬁ?ﬁ%
fEE - BEEB

AL Z 7 HE o #b T e TR E fm &R
B2 RESMEXTG B - AN B TAEXHEEK
NRZ &M T 5 R Rty FBLE
He

DENEM KB RL T BEE M E B
RARBEEITEREMELER - DEE
EXTBREEMESREME—RITHE
RAZEE-DHEELTEREEME—R
THERZEE

AR (21R) BRAS “S”"IFFR 1 63



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

10. SEGMENT INFORMATION (Continued) 10. 7 EER (&)
Information about reportable segment profit or loss, AHEsPER EEREBZEBAER:
assets and liabilities:
E-Commerce
Swimwear and on-line
and shopping Money
garment related lending Total
ETEER
KERRE RLBWEES &E @t
HK$000 HK$000 HK$000 HK$'000
BT T BT T BT T BT
Year ended 30 June 2020 BZ-2_-%F
AA=TBLEE
Revenue from external customers  RESNREFE 2 A 46,443 28,486 2,880 77,809
Segment (loss)/profit PE(BE) /A (23,852) (7,125) 1,078 (29,899)
Depreciation of property, plant and %% BE RS ETE
equipment 1,651 - - 1,651
Depreciation of right of use assets ~ F FIIEEEHTE 331 77 34 44
Income tax credit Frefife (122) = = (122)
Other material non-cash items: HEAFREIEE
Allowance for receivables Jﬂlﬁl ZQEREd 4,758 5,103 195 10,056
Additions to segment RENHIERDEE
non-current assets 1,323 - - 1,323
As at 30 June 2020 RZB-ZZFAA=1H
Segment assets NHEE 19,001 41,397 82,377 142,775
Segment liabilities NEEE 28,437 12,356 58,081 98,874
Year ended 30 June 2019 BZ-Z-hE
RAZTHLEE
Revenue from external customers ~ RBINREFE 2 A 44,721 86,637 420 131,778
Segment (loss)/profit AE(BE) /5 (21,326) 1,402 (197) (20,121)
Depreciation of property, plant and %% ‘BERXEITE
equipment 4,372 - - 4,372
Income tax credit FriSHiE® (782) = = (782)
Other material non-cash items: HihEARFREER
Allowance for receivables B U A B A (5) (1,748) (88) (1,841)
Additions to segment RENHIERDEE
non-current assets 1,307 - - 1,307
As at 30 June 2019 RZB-HAEAA=1H
Segment assets NEEE 37,053 41,730 12,134 90,917
Segment liabilities AR 20,368 1,408 44 21,820
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

10. SEGMENT INFORMATION (Continued) 10. ZEER (&)

Reconciliations of segment profit or loss: DEEm 2 HER:
2020 2019
—E-ERE —E-NEF
HK$000 HK$'000
BT T BT T
Total profit or loss of reportable segments 7] ¥R & 7 3F 18 25 42 E (29,899) (20,121)

Unallocated amounts: Ao SH:

Other income HE iU A 48 18,809
Administrative expenses THER (4,091) (7,946)
Finance costs EUp DN (6) (170)
Consolidated loss for the year FREZEEE (33,948) (9,428)

AR (21R) BRAS “S”"IFFR 1 65



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

10. SEGMENT INFORMATION (Continued)

Reconciliations of segment assets and liabilities:

Assets

Total assets of reportable segments
Club debenture

Other assets

Consolidated total assets
Liabilities
Total liabilities of reportable segments

Other liabilities

Consolidated total liabilities

BE
AREDDEERE
2HMES

Hib & E

MAEEERE

Apart from the above, the totals of other material items

disclosed in the segment information are the same as the

consolidated totals.
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SEEH ()
FBEAERAMZLE:
2020 2019
—g-®5 | —T-n%F
HK$°000 HK$'000
BT EEFT
142,775 90,917
- 50
5,228 19,501
148,003 110,468
98,874 21,820
3,545 2,077
102,419 23,897

BEREN ROBEHEBE HEA
H B RS A B EER -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10. SEGMENT INFORMATION (Continued)

Geographical information:

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

The Group's revenue from external customers by location of

the customers and information about its non-current assets by

location of assets are detailed below:

Hong Kong

PRC except Hong Kong
and Macau

Cambodia

United Kingdom

Spain

Sweden

United States of America
(the "USA")

Netherlands

Israel

Italy

France

Others

Consolidated total

BA
hE (B8RRI

e

5

AR

Bt

2@ ((£8))

Gl
el
BAH
3z
Hite

RERE

10. ZERER (&)

HEER:

AEBRBINREPZBA (REFPHE
o) RESERBEEEN (REEMED

)RR T -
Revenue Non-current assets
KA FRBEE
2020 2019 2020 2019
—EC-EF ZE-NF —ECZEF ZE-NF
HKS$000 HK$ 000 HKS$000 HK$000
BT JBETFT BEFT JBETFT
19,743 66,163 439 622
2,158 155 6,648 2,274
12,032 11,827 403 4,626
4,359 13,758 - -
4,612 3,353 = .
6,684 8,688 = _
639 249 - -
2,527 4,741 - -
- 1,178 - -
1,757 14,711 - -
12,135 4,731 - -
5,163 2,224 - -
77,809 131,778 7,490 7,522

AR (21R) BRAS “S”"IFFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

2019

—EF-NF

HK$°000
BETIT

N/A*
T

64,538

10. SEGMENT INFORMATION (Continued) 10. 7 HER (&)
Revenue from major customers: REFTEEFZWA:
2020
—EB-EHF
HK$’000
BT
Swimwear and garment segment K R AR 7 &
Customer a XFa 8,528
E-Commerce and on-line shopping B S RE EHEYERED
related segment
Customer b ZFb N/A*
TER*
*  The Corresponding revenue does not contributed over 10% of the * FEEWAR

total revenue of the Group in the respective year. WA BEE10% ©
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11.

12.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

FINANCE COSTS

Interest on other loans
Interest on loan from a shareholder
Interest on lease liabilities

INCOME TAX CREDIT

Deferred tax (note 31)

Income tax credit

No provision for Hong Kong Profits Tax is required since the

HAth & 5K A B
xE— %k%f

IEEFRRIE (M 7E31)

FriS i

Group has no assessable profit for the year (2019: Nil).

Tax charges on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries in
which the Group operates, based on existing legislation,

interpretation and practices in respect thereof.

1. R

2020 2019
—E-ZF —T-hF
HK$000 HK$000
BMF T BT T
6 728
KB 1,052 -
1,097 N
2,155 728

12. FIEHER
2020 2019
—E-EF —E-NF
HK$'000 HK$000
BMF T BT T
(122) (782)
(122) (782)

F 17 7N 2 (B X 4 PR 3 4 R A A - Ut

BAFEHERNE
) o

SHEE (=T

—NEF:

H b 18 2 JE SR A i A B TR B S 9 i AN S

BEEXBAAEBRR ZRITRE
KEPIFE-

EHMINITAR  BF

AR (21R) BRAS “S”"IFFR

C WARIE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

12. INCOME TAX CREDIT (Continued) 12. FISHER (&)
The reconciliation between the income tax credit and the THRAEHEEERT A EBRENES
product of loss before tax multiplied by the Hong Kong Profits MESHMEMSHEE 2 HR:

Tax rate is as follows:

2020 2019
—ECZH —T-NF
HK$’000 HK$'000
BT B FoT
Loss before tax BR 6 Al B5 18 (34,070) (10,210)
Tax at the Hong Kong Profits Tax rate REBNEHE165%
of 16.5% (2019: 16.5%) (ZE—NF:165%)
FHEZHIA (5,622) (1,685)
Tax effect of income that is not taxable ~ B/BRHRWA Z HGF 2 (66) (2,946)
Tax effect of expenses that are not TR MB RS o MG E
deductible 611 1,941
Tax effect of other temporary differences REREMERER Y
not recognised MG e 1,754 =
Tax effect of tax losses not recognised RERRIEBE BB E 5,665 5,054
Tax effect of utilisation of tax losses not B E KRR
previously recognised MIBEBEZMETE - (2,460)
Effect of different tax rates of subsidiaries i /& /A 8 R Fi & 7 f/ £ (2,464) (686)
Income tax credit FRiEHE % (122) (782)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

EE—EFENA=SHIFE

13. LOSS FOR THE YEAR

The Group's loss for the year is stated after charging/(crediting)

the following:

Auditor’s remuneration
Cost of inventories sold
Depreciation of property,
plant and equipment
Depreciation of right-of-use assets
Allowance for trade and
loan receivables
Reversal of allowance for receivables
Loss on disposal of property, plant and
equipment
Write off/impairment of property,
plant and equipment
Net foreign exchange losses
Expenses incurred for short-term lease
Operating lease charges
for land and buildings

There is a reversal of allowance for receivables of
approximately HK$16,456,000 for the year ended 30 June
2019, being the result of persistent effort on the management
of quality of trade receivables and certain long overdue debts
are recovered during the year ended 30 June 2019.

Cost of inventories sold includes staff costs, depreciation and
operating lease charges of approximately HK$16,351,000
(2019: HK$20,169,000) which are included in the amounts

disclosed separately above.

For the year ended 30 June 2020

13. FAEE

B :

=

2 BUED BN
EHERFEXA
ME- -BERRBITE

EREEENE

FEWE 5 BRI E SR R
R WS 3R I 9k s K [
HEWME  WEMEREZEE
W BB MR E M, RE

SN 5 1R AR
RHHEELE 2HX
THREFZEEHEMX

2020

SE i

HK$°000

BETT

480
73,850

1,766
442

10,056

2,232
267
6,259

=

AEBEZ FABRENR, (GFA) T3IE

2019
—h#F
HK$°000
BETFIT

460
134,131

4,400

1,841
(16,456)

56
1,201

152

4,957

BHE-ZT—

LN

BEZZEA-

AR (21R) 8RA

'3

£ 5 #20,169,0007T )

—_

jli/\ﬂ ‘T‘EUJ:ﬁErFHﬁ-(/M
T8 7 BB 40 575 %5 16,456,0007T * &2
T-NENA=ZTHIFE
NFEZIRERESERRCEEERE R
W EE T+ R B BEBETEC

BHEEERABIEE THRA  TEREE
FAE X H 45 %16,351,000T (ZE— N

TR AEXES

FEFER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

14. EMPLOYEE BENEFITS EXPENSE 14. EERFBAX

2020 2019
g 33 —T-hF
HK$000 HK$'000
BT T BT T
Salaries, bonuses and allowances $ ~JEAT N oERE 13,246 31,792
Retirement benefit scheme contributions ﬁi BRET B K 1,788 1,774
Reversal for employee benefit obligations & 8 & #| & 1T 2 # [0 - (1,157)
15,034 32,409

(a) Pensions — defined contribution plans (a) BihE& - EEEMETE
Contributions totalling approximately HK$11,888,872 R F EE M FRAREE 4) 5 511,888,872
(2019: HK$11,931,399) were payable to the fund at the T (ZE—NF:#%11,931,3997T)

year-end. T)ﬂﬁ(\\iﬁﬁtlﬁéﬁ
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

14. EMPLOYEE BENEFITS EXPENSE (Continued) 14. EEEABEX (&)

(b) Five highest paid individuals (b) EEEREHMAL
RAFE AEBRAZTEaHTMAL
BIEIZEE (ZE—NF:—%) -
HEMEE R EI5EN 2oTP R
Mo HepdaZ (—T—NFE:MZ) AL
ZHMETI AT

The five highest paid individuals in the Group during the
year included 1 (2019: 1) director whose emoluments
are reflected in the analysis presented in note 15. The
emoluments of the remaining 4 (2019: four) individuals
are set out below:

2020 2019

—EBEC-EE —E—NEF

HK$000 HK$000

BT T BT T

Basic salaries and allowances HAH & MEBL 1,481 2,082
Retirement benefit scheme RRAEFIFT B4 5R

contributions 49 51

1,530 2,133

The emoluments fell within the following bands: B RABE A T ks -

Number of individuals

AB

2020 2019
—g-2x | —T-h%F

HK$Nil to HK$ 1,000,000 B E T 21,000,000 4 4
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 EZE—F -FTFNH=1+HIFFE

15. BENEFITS AND INTERESTS OF DIRECTORS

(a) Directors’ emoluments

174

The remuneration of every director is set out below:

15. EENE R ER

(a) EEFHM

BEFEZHMEIIWT

Emoluments paid or receivable in respect of a person's services as a director,
whether of the Company or its subsidiary undertaking

REAREAAAGANBEANES I EAREUME

Employer's contribution
Estimated money to a retirement
Fees value of other benefits benefit scheme Total
we EtER 2 BE EXRKBFEMHR @it
(Note (i)
(i)
2020 2019 2020 2019 2020 2019 2020 2019
“BIBE | ZT-NF | ZBCBEF | ZT-NE | ZBC%E | ZT-0F | SBCBEF | ZT0F
HKS$000 HK$ 000 HKS 000 HK$ 000 HKS$ 000 HK$ 000 HKS 000 HK$ 000
BEFL | BEFT | BEFT | BNFT | BT | BHFr | BT | E¥Fn
Executive Directors BiTES

Chan Hiu Kwan (Note (i) RS (ra2() 1,030 20 - - 18 6 1,048 26
Lau Chi Yuen, Joseph (Note (i) BRE (Hii) - 160 - 306 - 8 - 474
Lan Chun Fat, George 2% - - - - - - - -
1,030 380 - 306 18 14 1,048 700

Independent Non-executive Directors BIFHTES
Fung Chan Man )73 9 9% - - - - 9% 9
Tam Wing Kin ELd 96 96 - - - - 96 96
Lee Chun Mong 3EK 96 9 - - - - 9% 9
288 288 - - - - 288 288
1,318 668 - 306 18 14 1,336 988
Note: (i) Estimated money values of other benefits include Brag: ) HEMERN 2 At ERER

rent paid, share options, insurance premium, etc.

(ii) Chan Hiu Kwan has appointed on 25 February

2019.

(iii) Lan Chi Yuen, Joseph resigned on 25 February

2019.

No directors waived any emoluments during the year

(2019: Nil).
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(ii)

(iii)
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15.

16.

17.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

BENEFITS AND INTERESTS OF DIRECTORS (Continued)

(b) Directors’ material interests in transactions,
arrangements and contracts

No significant transactions, arrangements and contracts
in relation to the Group's business to which the Company
was a party and in which a director of the Company and
the director’'s connected party had a material interest,
whether directly or indirectly, subsisted at the end of the
year or at any time during the year.

DIVIDENDS

The directors do not recommend the payment of any dividend
for the year ended 30 June 2020 (2019: Nil).

LOSS PER SHARE

Basic loss per share

The calculation of basic loss per share attributable to owners
of the Company is based on the loss for the year attributable
to owners of the Company of approximately HK$25,673,000
(2019: HK$3,898,000) and the weighted average number
of ordinary shares of 735,434,416 (2019: 730,052,929
(Restated)) in issue during the year.

On 5 August 2020, the Company completed the consolidation
of shares in the issued shares of the Company whereby every
ten issued and unissued ordinary shares of HK$0.01 each are
consolidated into one consolidated ordinary share of HK$0.10
each (the “Share Consolidation”).

On 10 September 2020, the Company completed a rights
issue on basis of 1 rights share for every 2 consolidated shares
in issue at a subscription price of HK$0.10 per rights share and
raised approximately HK$9,787,000 before expenses by way
issuing up to 97,868,384 rights shares.

15.

16.

17.

AR (21k) BRAS

EENERERS (A)

(b) EERXRZ RERGHNPZEKXF
=

ARRIBERT S BAEEXEBRE R
ARAEZREZTZMBEALRES
ERSMERAEAZ S ARAFR
IARNFEEMERDARIEAR
5 ZHREH -

’E

EETEERBE_S=TFA=1H
LFFEIRMEFMKRE (ZFE—NF E) -

BRERE
BREXEE

AABIBEBABEERERNEBELR
BARREBABGEZEARNEBEOE
#25,673,000L (ZFE— N F A%
3,898,0007T) KRN FRNEIT2EBR 2
hniEE 5 #735,434,41608 (— T — L4
730,052,929% (&£ &%) )5t & ©

R-ZE-_ZTENFRAB AARZTKHEE
BIIROZBRDEH ERE10RERE
BAEKOI T2 EEITRARETEBRE
HAESREEEK1I0TZ —RAHTR
B (TIRHBE6]) -

RZZE_ZTFNLA+H ARARAERKRHE
IR D A K010t 2 REEB IR ERE MR
EBITEHRMERE —RERRMD 2 EE
SERKHEAR - A BT TEx % 97,868,384 X A%
B fn 2 77 NEE 4B #9,787,0007T (K1
BrBAZ) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Bl 3% ¥ %= Bl 5

For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

17. LOSS PER SHARE (Continued)

Basic loss per share (Continued)

For the years ended 30 June 2020 and 2019, the weighted

average number of shares has been adjusted for the effect of

the Share Consolidation and Right Issues.

Diluted loss per share

The exercise of the Group’s outstanding convertible non-

voting preference shares would be anti-dilutive for the year
ended 30 June 2020 and 2019. Diluted loss per share was the

same as the basic loss per share for the years ended 30 June

2020 and 30 June 2019.

18. OTHER COMPREHENSIVE INCOME

Tax effects relating to each item of other comprehensive

income for the year:

Exchange differences on translating
foreign operations

Deficit on revaluation of property,
plant and equipment

EREMEENE

Other comprehensive income
for the year
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BERNEHELER

EffNx BERRBIEY

17. BRER (&)
BREXERE (Z)
HE-Z-_ZTFR-_F-NFAA=1+H
WFE BROMNEFLHEERBHEH R
B EBELAE-
BREBEER
REBEE_Z-_FEFR_FT—NF~A=T
BIEFE THEAREE 2 #ARITE TR
mIEEREARBEERESER -#ZE
—E-EFARA=+TBERZE—NEFEARA
“THIEFE SREEFEERGRAER
E51EAE R -
18. Htt 2 E W &=
FHEFRNAMEERESELE MK
L
2020 2019
—g-%% “2-F
Amount Amount Amount Amount
before tax Tax after tax before tax Tax after tax
BRI E BE  REASE | BHgeE ME  RHk:E
HK$000 HK$000 HK$000 HK$ 000 HK$ 000 HK$ 000
BETT BETT BETT BT BT BT
2,346 - 2,346 (255) - (255)
(2,502) - (2,502) (3,314) 690 (2,624)
(156) - (156) (3,569) 690 (2,879)




Cost and valuation:
At 1July 2018
Additions

Disposal

Deficit on revaluation

At 30 June 2019

Additions
Write off
Deficit on revaluation

At 30 June 2020

Accumulated depreciation and
impairment:

At 1July 2018

Provided for the year

Write back on revaluation

Impairment loss recognised

At 30 June 2019

Provided for the year
Write off
Write back on revaluation

At 30 June 2020

Net carrying value:
At 30 June 2020

At 30 June 2019

19. PROPERTY, PLANT AND EQUIPMENT

RARME:
R-T-\EtA-H

fisA
BB

RZZZZF
~A=1H

R HERRE:

R_Z-\FtA—-H
FREE
AL
ERRREESR

RoB-hE
~A=TAR
=N
i
F

NZZEZ%F
~NA=1E

REFE:
i e -
~NA=TH

R-E-L&F
~NA=1H

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

19. ¥ BERRE

Furniture,
fixture
Leasehold Plant and and office Motor
improvement machinery equipment vehicles Total
B -£EBR
HENFEE BERKE BAERE "E “E
HK$000 HK$ 000 HK$ 000 HK$000 HK$000
BEFT BEFT BT BT BEFT
16,232 15,153 1,697 2,805 35,887
1,089 87 131 - 1,307
- (1,890) - - (1,890)
= (7,174) = = (7,174)
17,321 6,176 1,828 2,805 28,130
1,323 - 18 136 1,477
(6,906) (1,768) (37) - 8711)
- (3,610) - - (3,610)
11,738 798 1,809 2,941 17,286
15,049 - 1,549 2,319 18917
169 3,860 89 282 4,400
- (3,860) - - (3,860)
1,201 - - - 1,201
16,419 - 1,638 2,601 20,658
228 1,373 19 146 1,766
(6,197) (265) (17) = (6,479)
- (1,108) - - (1,108)
10,450 - 1,640 2,747 14,837
1,288 798 169 194 2,449
902 6,176 190 204 1472
BFaEMR (#EA2) BRAS “S_THEFIR 1 77
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

19. PROPERTY, PLANT AND EQUIPMENT (Continued)

The Group carried out reviews of the recoverable amount
of its property, plant and equipment, no impairment loss is
considered necessary for the year ended 30 June 2020 (2019:
impairment loss of HK$1,201,000).

The analysis of the cost or valuation at 30 June 2020 of the

19. % BERRHE (&)

AEEEHDE BEERKBEOH KD
B RRARBE_T-_TFA=TH
I FEEAFLRERE (ZT—N%F R

EE 1R %1,201,0007T ) °

FIEBER T -_TFRA=ZTHZHAX

above assets is as follows: BERHEITHOT :
Furniture,
fixtures
Leasehold Plant and and office Motor
improvements machinery equipment vehicles Total
B EER
HEMELE BE RS BAERE AE wE
HKS$'000 HKS$'000 HK$'000 HK$'000 HKS$'000
BEFT BETFT BEFT BETT BETFT
At cost BEAE 11,738 - 1,809 2,941 16,488
At valuation RIGE - 798 = = 798
11,738 798 1,809 2,941 17,286
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

19. PROPERTY, PLANT AND EQUIPMENT (Continued) 19. ¥1% BERRE (&)
The analysis of the cost or valuation at 30 June 2019 of the FIEER_ZT-—AFNA=ZTHZKRK
above assets is as follows: BEXHEITHT :
Furniture,
fixtures
Leasehold Plant and and office Motor
improvements machinery equipment vehicles Total
B KER
HEMEEE T /5 Bt 2 BAERE HE Fak
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETFT BETFT BETT BETFT BETFT
At cost BRAE 17,321 - 1,828 2,805 21,954
At valuation RIGE - 6,176 - - 6,176
17,321 6,176 1,828 2,805 28,130
The Group's plant and machinery were revalued at fair market rE .ZV% M2 B EEAEMIT
value on 30 June 2020 by reference to market evidence of i ﬁ/\ﬁ TH2RELURKE &
recent transactions for similar plant and machinery performed HE2R T Hﬁz MSR S BREBRAFTEEN
an independent firm of professional valuer. (EEER
The carrying amount of the Group’s plant and machinery i AR AR 25T & RBEE B &R -
would have been approximately HK$2,001,000 (2019: AEBEREREEZREERGHNRBE
HK$4,425,000 ) had they been stated at cost less accumulated 2,001,0007T (=& — N4 : B #4,425,000
depreciation and impairment losses. JL) °

AR (21R) BRAS “S”"IFFR 1 79
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

20. RIGHT-OF-USE ASSETS

Cost:
At 30 June 2019 (Reported)
Impact of adopting HKFRS 16

Restated opening balance
under HKFRS 16 as at 1 July 2019
Additions

Exchange realignment

At 30 June 2020

Accumulated depreciation and impairment:

At 30 June 2019 (Reported)
Impact of adopting HKFRS 16

Restated opening balance
under HKFRS 16 as at 1 July 2019
Provided for the year

Exchange realignment

At 30 June 2020

Net carrying value:
At 30 June 2020

At 30 June 2019

20. EFEEE

B
R-B—hEAA=+A (L2H)
RAEBH GRS LB H NP E

R-E—hELtA—AES
#RE

BA G
16588 T 2 R EF| F ¥ &8k
N

b1

P& 5 A

R-ZE-_FFA=1+H

ZEHITE RRE
R-ZT—NFERNA=Z1TH (KE2FK)
RRE BB HREEAF 165N L

R-ZE-NFLA-AEFBUBKRSE
ZHFE1658IA N 2 KRB FHAEER

FRmEFE
R-ZZE-FFNA=1H
R-ZE—-NFRA=TH
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Lease
properties
HEME
HK$°000
BT T

57

57
5,475
(53)

5,479

(442)

(438)

5,041




21.

INVESTMENTS IN SUBSIDIARIES

Particulars of the subsidiaries as at 30 June 2020 are as

follows:

Name

L

Easy Time Trading Limited

Easy Time Trading Limited

Synergy Chain Limited

Synergy Chain Limited

Luxey International (Hong Kong) Limited

ERER (FE)ERAR
Luxey International Group Limited
EXAREEERAR

Habille Limited

Habille Limited

Luxey Online Solution Limited

ERQLERERDA

Ratio Knitting Factory Limited (“Ratio”)

MBBEBERRF ([F15])

Ricotex Industrial Company Limited
("Ricotex”)

MEaRERAR ([FEE])

Ricotex Industrial Co., Ltd.
("Ricotex Cambodia”)

Ricotex Industrial Co., Ltd.
([Ricotex Cambodia |)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

Place of
incorporation/
registration and
operation
ML,
BRREXHE

BVI
RERAES
BVI
REBRAES
Hong Kong
B

Hong Kong
EE

Hong Kong
Bk

BVI
RERAES

Hong Kong

BA

Hong Kong

B

Cambodia

RE

For the year ended 30 June 2020

Particular of
issued share capital

BRITRARE

1 ordinary share of US$1
RIZFTZ ERR

1 ordinary share of US$1
RIETZ EBR
10,000 ordinary shares

10,0008 & i i

100 ordinary shares
10012 & AR

1 ordinary share
REER

100 ordinary shares of
US$1 each

100 ERAEIETZ
TiBR

500,000 ordinary shares

500,000/% & i %

10,000 ordinary shares

10,000/% & i %

Registered capital of
US$1,000,000/paid up
capital of US$1,000,000
& 71,000,000% 7T,/
B &R 41,000,000% 7T

21.

HEr—FT_—_F

RBARZRE

FEANA=FHILFE

—EFEAASTA WBARZH

Percentage of ownership interest

BEREZASL
2020 2019
—g-8E —Z-NF
Direct Indirect Direct Indirect
HE Gk B i
100% - 100% -
100% - 100% -
100% - 100% -
100% - 100% -
100% - 100% -
- 100% - 100%
- 100% - 100%
- 50% - 50%
- 50% - 50%
B3R (E2) BRAS —3°F

Principal activities

FREH

Investment holding

REER

Investment holding

REER

Investment holding and
trading

REERKES

Microfinance business

PNEREEY

Inactive

BEXR

E-Commerce and provision of
on-line shopping services

BEFAB RS LBIRY

Investment holding and trading
of high-end swimwear and
related garment products

REZRREERmKEAR
BRREER

Investment holding and trading
of garment products and
swimwear

REERREEREERR
K&

Manufacturing and trading
of garment products and
swimwear

EEREERRERRKE

FEFER

181
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For the year ended 30 June 2020 EZE—F -FTFNH=1+HIFFE

21.

182

INVESTMENTS IN SUBSIDIARIES (Continued)

Name

&%

Yofiel International Group Limited

FEBEREEERAR

Nice Sky (China) Limited
fE(RE)BRAR

RHEEES (RINERARA

*Global Post E-Commerce Trading

Limited (“Global Post")
RHEELS (R BRAA
([3RB])

TFT SRS RRRERRA
(TP

TFT SR HARERDA
(DIFMmEs])

REFEHKERA

REFERRERLAR (R

2 The English name of this company represents management’s best
efforts in translating the Chinese name of this company as no

Bl("REME"

SAE])

Place of
incorporation/
registration and
operation
AR 2
BRREXHE

Hong Kong
B
Hong Kong
BE
PRC

hE

PRC

PRC

HE

English name has been registered.

Global Post, ;T F7iT#7E,

enterprises established in the PRC.

Particular of
issued share capital

BRIRARFE

10,000 ordinary shares
10,000/ & i A%
3,000,000 ordinary shares
3,000,0008% & i ik
Registered capital of
RMB4,000,000/paid up
capital of RMB4,000,000
AMERARE
4,000,0007%,/
BHARREARE
4,000,0007T

Registered capital of
HK$9,500,000/paid up
capital of HK$8,100,000
Bkt
9,500,007,/

B RRA
##8,100,0007T
Registered capital of
HK$8,000,000/paid up
capital of HK$8,000,000
B A EE
8,000,007,/
BHRBRAAE
8,000,0007T

ZEFI4 are wholly-owned foreign

Luxey International (Holdings) Limited Annual Report 2020

21. RMBARZRE (&)

Percentage of ownership interest

2020

BEE

—2-%F

Direct

BE

Indirect

i
100%
50%

100%

100%

100%

BEADL
2019
—E-NE
Direct Indirect
B k3
- 100%
- 50%
- 100%
- 100%
- 100%
ARt 2
RN EEREEEE
BEEM K -
R TP 58 -
SNEHE L -

Principal activities

FREH

Inactive

Eex

Investment holding
REER

Inactive

BEE

Inactive

Manufacturing and trading
of high-end swimwear and
related garmem products

EERBERMmKEAR
18 Fiﬁ&%ﬁuu

A AR B i X E 7 Bt 22 7]

RAZEEFXE

LR



21. INVESTMENTS IN SUBSIDIARIES (Continued)

The following table shows information of subsidiaries that
have NCI material to the Group. The summarised financial

information represents amounts before inter-company

eliminations.

Name

Principal place of business/country of

incorporation

% of ownership interests/voting rights

held by NCI

At 30 June:
Non-current assets
Current assets
Non-current liabilities
Current liabilities

Net liabilities

Accumulated NCI

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

=L

TELXEME MK IER

B RRE Z
GEERD REEBDL

RAA=Z+H:
JEMEBNEE
MENE E
EMBAR
mEN B &

BEFE

REH IR E S

21. RIB AR ZRE (&)

TRETHBARZER E#EA 2 IFE
RERHAEEMSBEKN BB ERE
E-DEUNCIE B BT ok

Ricotex

MEE
2020 2019
—E-EHE =8 — ] &3

Hong Kong/Hong Kong

B BB

50%/0% 50%/0%
2020 2019
—g-®5 | —T-n%F
HK$°000 HK$°000
BEFT T
1,584 4,626
7,418 11,598
(4,708) (100)
(41,408) (28,644)
(37,114) (12,520)
(18,557) (6,260)
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21.

INVESTMENTS IN SUBSIDIARIES (Continued)

Year ended 30 June:

Revenue

Loss

Total comprehensive income

Loss allocated to NCI

Net cash generated from
operating activities

Net cash generated from
investing activities

Net cash used in financing activities

Net decrease in cash and
cash equivalents

As at 30 June 2020, the bank and cash balances of the
Group’s subsidiaries in the PRC denominated in RMB
amounted to approximately HK$3,139,000 (2019:
HK$2,901,000). Conversion of RMB into foreign currencies is
subject to the PRC's Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign

Exchange Regulations.

BEAAZ+THLEFE:
WA
ER
EHE LR

DR T IR R 2 B8
REEBMBIREIFHE

REBDMBIREIFHA

BMEEHAACESFER

ReMAEEHEY
B F R

1 8 4 Luxey International (Holdings) Limited Annual Report 2020

21. RMBARZRE (&)

2020 2019
—E-EF —E-NF
HK$'000 HK$'000
JB M F T BT T
35,308 27,921
(16,300) (8,717)
(7,771) (11,566)
(3,886) (5,783)
1,007 10,287

17 1
(2,007) (46,231)
(983) (35,943)

782 901,0007T) °
ZRR AR B 2 SMNE B I K K 4
MEERBRE -

RZZFEZZTFAAA=+H AEERFEH
ZHBRRIAARKEAE
KETFH) BB 3,139,000 (—ZE— AL F -
ARBHBMABINE A

B2 SRITRE®

bE - £ [E



22,

23.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

INVENTORIES 22. 78
2020 2019
—E-EF —E-NF
HK$’000 HK$'000
BT T BT T
Raw materials =T 349 102
Work in progress & m 1,261 810
Finished goods BIRK am 1,385 2,104
2,995 3,016
TRADE AND OTHER RECEIVABLES 23. BWE S R HARRK
2020 2019
—E-EF —h&F
HK$'000 HK$000
BT T BT T
Trade receivables BUWE 5 EER 5,266 39,899
Prepayments, deposits AR Ee 3,072 4,361
Other receivables (note) o fth JE U 7038 (B EE) 29,361 —
37,699 44,260
Note:  The amount represented are receivables from network platforms. MizE: ZRBREERT A Z BB
The Group's trading terms with customers are mainly on credit. AEEREFHANESHBRINEERE -
The credit terms generally range from 14 to 90 days. Each EEH—RNT1420K - SN RFHH
customer has a maximum credit limit. For new customers, el ERBE -FIREEFEAB LMK
payment in advance is normally required. The Group seeks AN ER B B D A i 5 R AR 2 11 R (8 22 FE LR

to maintain strict control over its outstanding receivables.

Overdue balances are reviewed regularly by the directors.

AR (21R) 8RA

1\ ZB°%

RH-BETHEMNBER

185

R
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

23. TRADE AND OTHER RECEIVABLES (Continued)

The aging analysis of trade receivables, based on the invoice

date, and net of allowance, is as follows:

Current to 30 days BEVEAZE30K
- 90 days 31 REI0K

91 - 180 days 91 RE180K

Over 180 days BB 180K

As at 30 June 2020, an allowance was made for
estimated irrecoverable trade receivables of approximately
HK$13,925,000 (2019: HK$5,435,000).

Reconciliation of allowance for trade receivables:

At beginning of year RE )
Allowance for the year FARHE
Reversal of allowance for the year FARFERE
At end of year RFER

1 8 6 Luxey International (Holdings) Limited Annual Report 2020

23. ERESZ RHEHMIRR (&)
REZEH R 2 EIE SRR BEE 2
EEJJ MranT:
2020 2019
—E-EF —E-NF
HK$’000 HK$'000
JBHF T BB
1,928 4,632
72 24,759
351 855
2,915 9,653
5,266 39,899

R-ZZB_ZEFXRA=1+H BEFTH

Hﬂz@z%ﬂ&f’i% IR ﬁﬁ*ﬂmzﬁéﬁiﬁtz
B #13,925,0000 0 (—E— NF: B
5,435,00075)

JEUE 5 B8R BB SR -

2020 2019

—E-EF —E—NF

HK$'000 HK$'000

BT T BT T

5,435 20,138

8,490 1,753

- (16,456)

13,925 5,435
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For the year ended 30 June 2020 &%

23. TRADE AND OTHER RECEIVABLES (Continued)

As of 30 June 2020, trade receivables of approximately
HK$3,266,000 (2019: HK$10,508,000) were past due but not
impaired. These relate to a number of independent customers
for whom there is no recent history of default. The ageing
analysis of these trade receivables is as follows:

1 - 30 days 1RE30K

- 90 days 31REIOKR
91 - 180 days 91 RKE180K
Over 180 days FBE180K

The carrying amounts of the Group’s trade receivables are
denominated in the following currencies:

Hong Kong dollars &
United States dollars =TT
RMB AR
Euro BT
GBP RS
Total ]

23. EWE 5 R HEMARRK

(#&)

EE—EFENA=SHIFE

R-ZE-_ZTENA=Z1TH BUEFIER

#) 575 %3,266,0007T (Z T — JLF B

10,508,0007T ) E 81 HA1E 3 f R B © b F 5K

HEE TR ERERCHR I BEIERE
Ao ERWEZFERERZRROTOT

2020 2019

—E-ZTH —T-hNF

HK$'000 HK$'000

B F T BT T

— 1,262

351 1,420

— 4,173

2,915 3,653

3,266 10,508

AREEZEKEZFERZEEMENTIE
W B B

2020 2019

—E-EHF —T—hF

HK$000 HK$000

BT T BT T

2,840 15,302

1,947 24,402

27 24

424 171

28 -

5,266 39,899

AR (21R) 8RA

@ 3-8

FEFER
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

24. LOANS RECEIVABLE

Fixed rate secured loans receivable
within 1 year

The Group seeks to maintain strict control over its outstanding
loans receivable to minimise credit risk. Overdue balances are
reviewed regularly by management.

All loans receivable are denominated in Hong Kong dollars.

Receivable that was past due but not impaired relate to an
individual customer that has a good track record with the
Group. Based on past experience, the directors were of the
opinion that no provision for impairment on this individual
loan was necessary as this loan receivable was fully settled
subsequent to the reporting period or there had not been a
significant change in credit quality that this balance was still
considered fully recoverable.

As at 30 June 2020 and 2019, all loans receivable are secured
by properties located in Hong Kong.

1 8 8 Luxey International (Holdings) Limited Annual Report 2020

14 1R 8 B 58 ) 2R 4B 3 B R

24. EIRE R

2020 2019
—g-%F | —T-nEF
HK$'000 HK$°000
BEF T BT
79,932 7,608

AEBEORERFBEBEFREEREKE

BTARKREREEERR - EEEFEH
EHBHER-

BB E KRB B EETE

B 280 BB i RO (B 2 B UK R IR B B R SR
EERFBAERBZENEFPER RE
BERLKSR AR LREERNER RSB
FMEBBEENEELEMELREAE
@ MUt ARR IR BRI ABWE - RES
RS B 7R S M R & SRR R (B B o

R-B-BFR_F-NFAA=THE A
BRWERD BN ER ZMEEER-



25.

26.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

PLEDGED BANK DEPOSITS AND BANK AND CASH 25. BEHETERREBTRESER

BALANCES

The Group's pledged bank deposits represented deposits
pledged to a bank to secure banking facilities granted to the
Group. The deposits are denominated in Hong Kong dollars.

As at 30 June 2020, the bank and cash balances of the
Group denominated in RMB amounted to approximately
HK$3,318,000 (2019: HK$8,815,000). Conversion of RMB
into foreign currencies is subject to the PRC's Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations.

AEBEEMRITFRASEDEMTRITZ
T MESIRITAR TARBE ZEE - % F
TERTIABE BB -

RZE_TEENA=1+B AXEBMNUA
RERBEBACRITRASEFTHNRBE
3,318,0007T ( =& — L. 4F : ##8,815,000
TL) c AR H I BINEAZ BRI R 2N
MEE IR0 M AEE EENRNEFERE

TRADE AND OTHER PAYABLES 26. ERE S REMERR
2020 2019
—EBEC-EE —E—NEF
HKS$000 HK$°000
BT T BT T
Trade payables JERTE SRR 3,866 3,450

Due to a substantial shareholder (note) BN —REERE

R (HaE) 100 100
Accruals and other payables st BR K EMELERER 25,002 17,248
28,968 20,798

Note: The amount is unsecured, interest-free and has no fixed terms of
repayment.

MieE: A/ EEM 28 MEEFEERY
B o

AR (21R) BRAS “S”"IFFR 1 89
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26. TRADE AND OTHER PAYABLES (Continued)

The ageing analysis of trade payables, based on the date of
receipt of goods, is as follows:

Current to 30 days BEVEAZE30K
- 90 days 31 REI0K

91 - 180 days 91 RE180K

Over 180 days BB 180K

The carrying amounts of the Group’s trade payables are
denominated in the following currencies:

Hong Kong dollars ke
RMB AR
Total L]

1 9 0 Luxey International (Holdings) Limited Annual Report 2020

26. ERESZRHEMBRR (&)

B E BEET 2 B B B ERFREREE D AT a0
T

2020 2019

—ECEHF —E-NF

HKS$°000 HK$'000

BT T BT T

613 1,977

648 664

2,312 711

293 98

3,866 3,450

AEBEZENESERZERENTIE

WA EBAL:

2020 2019
—g-®5 | -—T-n%F
HKS$’000 HK$°000
BEF T EREFT
3,850 3,196

16 254

3,866 3,450
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

27. LEASE LIABILITIES 27. HEAE
2020
—EEHF
Present value
Minimum of minimum
lease lease
payments payments
&K &K
HESR HENKERE
HK$ 000 HK$'000
JBBEF T JBEF T
Not later than one year THBE—F 4,038 2,919
Later than one year and BB —FETBBMF
not later than two years 3,481 2,666
Later than two years and BAMFETBBRASF
not later than five years 6,111 5,385
13,630 10,970
Future financial charges KRR TS E R (2,660)
Present value of lease liabilities HEBERE 10,970
Amount due for settlement within one ~ R—ERBEBENZ &5
year (shown under current liabilities) (RRBEEETIIR) (2,919)
Amount due for settlement R—FRINBPEMN L5
after one year 8,051

The Group leases office premises for operation and these lease
liabilities were measured at the present value of the lease
payment that are not yet paid. All leases are entered at fixed
prices.

The Group's lease liabilities are denominated in functional
currency of respective group entities.

AEBAREEBEERER AMELRZERE
BEDERAXN 2 HENKRETE - 25
MERE E BB

ARE 2 BERETDAERAEEZ LR
sHE
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

28. OTHER LOAN 28. HittEM
As at 30 June 2020, other loan was unsecured, interest- R-ZE-EFXA=1+H HMWERAE
bearing at 4.9% per annum and repayable on 20 June 2021. R RFENELO%F BN AR T = —
The carrying amount of other loan is denominated in Hong FARAZTHEZ - HMERZEKREET
Kong dollar. ABHEETE
The directors estimate the fair value of other loan, by EXEBRMBMNEBRRERKRERE
discounting its future cash flows at the market rate, to be HETHMERAFEREAFERS-
approximated its fair value.
29. LOAN FROM A SHAREHOLDER 29. RE—BRERZER
As at 30 June 2020, the loan from Lau Chi Yuen Joseph was R-ZZE-_FTEA=1H XEREEZ
unsecured, interest-bearing at 5% and repayable within EHAEEE  IREF 5% B ER—
one year. The carrying amount of loan from a shareholder is FRNERE-KE—EBREZERZEEE
denominated in Hong Kong dollar. ThASEEGTHE
30. EMPLOYEE BENEFIT OBLIGATIONS 30. EEEAEME
Provision for PRC employee
long service severance
payments  compensation Total
(note (a) (note (b))
RER%ES TEIES
BiE BmsE fct
(Hi5t@)) (K15t b))
HK$'000 HK$'000 HK$000
BEFT BEFT BETT
At 1July 2018 —E-N\FtH—H 482 4,238 4,720
Addition provisions NERE - 103 103
Provisions used ERRE - (863) (863)
Reversal of provisions BERD - (1,260) (1,260)
Exchange differences & HERE - (200) (200)
At 30 June 2019 R-ZE—AFEA=1H 482 2,018 2,500
Addition provisions NE B = 100 100
Reversal of provisions B ERC 7) = (7)
Exchange differences &5 =% = (72) (72)
At 30 June 2020 RZE-TFA=+H 475 2,046 2,521
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

30. EMPLOYEE BENEFIT OBLIGATIONS (Continued)

Notes:

(a)

(b)

Provision for long service payments

Under the Hong Kong Employment Ordinance, the Group is obliged
to make lump sum payments on cessation of employment in certain
circumstances to certain employees who have completed at least five
years of services with the Group. The amount payable is dependent
on the employees’ final salary and years of services, and is reduced
by entitlements accrued under the Group's retirement plan that are
attributable to contributions made by the Group. The Group does
not set aside any assets to fund any remaining obligations.

PRC employee severance compensation

Pursuant to the PRC Labour Contract Law which became effective
on 1 January 2008, the Group is required to pay the severance
compensation to its employees if the employment contract expires
and is not renewed unless the Group has offered the employment
contract on the same terms and conditions but the offer is rejected
by the employee.

Under the Labour Contract Law, the severance compensation is
calculated based on one month’s salary for each year of employment
completed by the employee and is capped at 12 months’ salary or
12 times 300% of the average monthly salary of the previous year at
the place where the employer is located, whichever is lower. At the
end of each reporting period, the Group has made the provision for
severance compensation for the existing employees in the PRC.

30. EERAEE (&)

Bt

(a)

(b)

AR (21k) BRAS

REREEBE

REZEREBRL AERBEARETHERLT
EARERE KL AF 2 E TIEEBBER
HEXMBEFIE RN FEIORNMES 2 &
B—2HSLREFH WRERBEAEE
ZRNEH I REt 2R (BIARKEER 2 4
K)o RSB B 1 (A B B A AN AE AT 4
ERIRTS

Fh S e e

REE-FT\F—A—BRENZTES
Ba R MIERS AR AL REES - A
AR AR EE LR 1 ARE
B RAAR R R R R A AT AT
KBRS -

RIBSEERE - BERUHE T RIERES §5TK
—FEEBE-—EAFSHE M LRR12(E
R#E B MAELEF AFHHE300%2
128 (ABREERE) -REHMEPR K&
EOpPEREEE CBEREEE LRS-
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

31. DEFERRED TAX

The following are the deferred tax liabilities and assets
recognised by the Group:

31. IEEBIR

HAEBRBERAZEEMNEBEREREEN
T

Revaluation of

plant and

machinery

HMERBESM

HK$'000

BEFT

At 1 July 2018 R_ZE—N\FtHA—H 1,594
Charge to other comprehensive B A EL A 2 T W A 40 BR

income for the year (690)

Credit to profit or loss for the year W& R1BEFI (782)

At30June 2019 and 1July 2019 R=ZFE—AFAA=FTHER=ZZ-NAFtH—H 122

Credit to profit or loss REANBZRYIE
for the year (122)

At 30 June 2020 R-E-ZEFXA=1H
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32.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

xS Al 3% ¥ %% Bl 5E

For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

DEFERRED TAX (Continued)

At the end of the reporting period, the Group has unused
tax losses of approximately HK$99,308,000 (2019:
HK$93,832,000) available for offset against future profits
and are subject to the approval of the respective tax
authorities. No deferred tax asset has been recognised due
to the unpredictability of future profit streams. Included
in unrecognised tax losses are losses of approximately
HK$84,000, HK$25,000, HK$7,000 and HK$7,000 that will
expire in 2021, 2022, 2023 and 2024 respectively. Other tax
losses may be carried forward indefinitely.

Temporary differences arising in connection with interests in
subsidiaries are insignificant.

SHARE CAPITAL

Authorised: ETE

70,000,000,000 ordinary shares of
HK$0.01 each

2,000,000,000 convertible non-voting
preference shares of HK$0.15 each

312,500,000 series B convertible
non-voting preference shares of
HK$0.16 each

31.

32.

70,000,000,0000% & A% E &
B0z E B

2,000,000,000/% 5 A% E &
B EE0.1570 2 AT R R
BT ERE SR

312,500,0004% & fx E &

BH0.1670 ZBR Y AT IR
BT ERE TR

MR (ZR)

EERIE (&)

RIEHR NEE 2 KB AATHE K
P s FI 2 B I8 E5 18 40 & % 99,308,000
(ZZ—h% : $%93,832,0007T) ' 1B/BS
FIABRARI S B HE - BN EETRRT 2 K
BHESE R - B AR R TR B E o R T
MRIEJ?EHE’T% AR=ZT=Z—F -=F
= —FERTENFEIER 24
£ %*:1584,0007z - 7B #25,0007T ~ /& #7,000
TL & A #57,0007T 2 [E518 o Bt R I A B ]
IR HA 45

= __

BRI 25 ] 2 At T 2 BB A4
TEA-

&S
2020 2019
—g-®5 | —T-n%F
HK$°000 HK$°000
BEF T BEFT
700,000 700,000
300,000 300,000
50,000 50,000
1,050,000 1,050,000
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

32. SHARE CAPITAL (Continued)

Issued and fully paid:

6,908,772,313 (2019: 6,828,772,313)
ordinary shares of HK$0.01 each

1,083,333,333 (2019: 1,083,333,333)
convertible non-voting preference
shares of HK$0.15 each

189,100,000 (2019: 204,100,000)
series B convertible non-voting
preference shares of HK$0.16 each

32. B2 (#)

ERTRAE:

6,908,772,313f% (ZZE— N4 :
6,828,772,313[%) B EE
B0z BB

1,083,333,333 (= F— N5 :
1,083,333,333% ) ZARHEI1E
7S #80.157T 2 AT R AR
BICEREER

189,100,0000% (=ZZE— N4 :
204,100,0008% ) &A% HEI{E
75¥0.167T 2 BRI AT A AR

EIRERELER

2020 2019
—g-%s T—NE
HK$°000 HK$'000
B F T BT T
69,088 68,288
162,500 162,500
30,256 32,656
261,844 263,444
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

32. SHARE CAPITAL (Continued) 32. BA&(£&)
A summary of the movements in the authorised and issued ARRAHE_ZT_ZEFER_T-NFRA
share capital of the Company during the years ended 30 June —t+BEEFENEENMBEREITRAZE
2020 and 2019 is as follows: WMEHLNT:
Number of
Number of series B
convertible convertible
Number of non-voting non-voting
ordinary preference preference
shares of shares of shares of
HK$0.01 each HK$0.15 each HK$0.16 each Par value
SREE

BREE BE0.16T 2
BRAR BH015TZ BRITER

BE0.01T2 TRRERE BREE
LERYA RELRYA BxREA HE
Note 000 000 000 HK$000
it TR TR & FETT
Authorised: BE:
At 1 July 2018, 30 June 2019, RZE-N§tA-B-
1 July 2019 and 30 June 2020 ZE-NERRZTH:
ZZ-NELA-BR
—Z-ZFXA=TH 70,000,000 2,000,000 312,500 1,050,000
Issued and fully paid: BERTRBR:
At 1 July 2018 RZE-\E+A-H 6,803,772 1,103,333 204,100 266,194
Conversion of convertible SRk
non-voting preference shares BREERSR (@ 25,000 (20,000) = (2,750)
At 30 June 2019 and 1 July 2019 RZE-NEXA=THR
—Z-NEtA-A 6,828,772 1,083,333 204,100 263,444
Conversion of series B convertible B SR
non-voting preference shares BREERSR () 80,000 - (15,000) (1,600)
At 30 June 2020 i o = 6,908,772 1,083,333 189,100 261,844
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

32. SHARE CAPITAL (Continued) 32. RA& (%)

Notes: et -

(@ On 10 August 2018, 25,000,000 ordinary shares of HK$0.01 each (@ RZZT—NFNA+AH  H7420,000,0008%7]
were issued as a result of the conversion of 20,000,000 convertible BRE\EREREELREESR WEREES
non-voting preference shares. #0.017T,225,000,0000% & 8@ A% B 217

(b) On 12 February 2020 and 3 April 2020, a total of 80,000,000 by M-ZE_ZF_A+-_HER-_Z_ZFNA
ordinary shares of HK$0.01 each were issued as a result of =B f515,000,0000%B XK 5| 7] #2 i% #2315 22
the conversion of 15,000,000 series B Convertible non-voting BELREER  WEREESENITZE
preference shares. #£80,000,000/% & FAR B F 1T -

The Group's objectives when managing capital are to AEBEEREAZ BNAREBAEERE

safeguard the Group's ability to continue as a going concern in gEzeeh URRREHREREASEAM

order to provide returns for shareholders and benefits for other BhERHAE UEFREEARERIN

stakeholders and to maintain an optimal capital structure to AR E AR o

reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group BEFHBRERER AEEERH
may adjust the amount of dividends paid to shareholders, BENTREZKRESE REBEATR
return capital to shareholders, issue new shares or sell assets to RBOIFROIEEEEURDER -

reduce debt.
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

32. SHARE CAPITAL (Continued)

Consistent with others in the industry, the Group monitors
capital on the basis of the gearing ratio. This ratio is calculated
as net debt divided by total equity. Net debt is calculated as
total liabilities (including current and non-current liabilities as
shown in the consolidated statement of financial position) less
cash and cash equivalents. Total equity represents the equity as
shown in the consolidated statement of financial position.

The gearing ratios at 30 June 2020 and 2019 are as follows:

Total debt vy L]

Less: cash and cash equivalents

Net debt (ET R
Total equity T AR RE

Gearing ratio BEAENLE

The only externally imposed capital requirement is that for the
Group to maintain its listing on the Stock Exchange it has to
have a public float of at least 25% of the shares. The Group
received a report from the share registrars on substantial share
interests showing the non-public float and it demonstrated
continuing compliance with the 25% limit throughout the
year.

B E MR EERR

32. & (#)

HEEANEMAR - AEBREERE
b R BT ERE AN o Itk b K A B 75 FERR AR
SAEEE - ERFEN R ERRE (BREKF
BMBARRARMRZRB MIERBRIE)
MR ERREEFERBAE RRERERE
AV BARR KRR Z o

RZEBE_ZEER_ZT—AFA=ZFTHZ
BEABLERNT:

2020 2019
i —FNEF
HK$'000 HK$°000
BET T BETT
102,419 23,897
(19,624) (47,701)
82,795 (23,804)
45,584 86,571
N/A

182% N E A

REBMMBEFEHRB ATz EMA 2 E—
SNEBOR BB AR E R HIRGD 2 R RFER
EEVERGY% AEBERNDELERE
BE—HERILABHEREZEBEIERS
BE2RE HEFRASEREEFER
—HBT25%/REE -
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

33. STATEMENT OF FINANCIAL POSITION AND RESERVE
MOVEMENT OF THE COMPANY

(a) Statement of financial position of the Company

Note
ok

Non-current assets ERBEE

Investments in subsidiaries RHBRRZHRE

Current assets RBEE

Prepayments, deposits and other FEfT R~ 176 &

receivables H {th e Uk BR 3R

Due from subsidiaries FEYL Fft B X B 3R IR

Bank and cash balances RITRIREETF

Total current assets RBEEHE

Current liabilities REBEE

Accruals and other payables FEEH & A & Bt JE A AR R

Loan from a shareholder X B—2RE &%

Other loan EMER

Due to subsidiaries FEAS B /B A 15

Total current liabilities RBEEEEE

Net current assets RBEEFRE

NET ASSETS EEFE

Capital and reserves E’x‘ﬂ&&@ﬁ

Equity attributable to RARHE AEGER

owners of the Company

Share capital N 32

Reserves T 33(b)

EQUITY =

(@) FLQFZHBMRRE

33. ARAUBRR KK HEREH

2020 2019
—EBEC-EE —NF
HK$'000 HK$'000
BT T BB
10 10

275 275
80,411 -
2,247 17,970
82,933 18,245
1,375 1,403
58,000 -
1,500 -
3,231 426
64,106 1,829
18,827 16,416
18,837 16,426
261,844 263,444
(243,007) (247,018)
18,837 16,426

Approved by the Board of Directors on 24 September
2020 and is signed on its behalf by:

Chan Hiu Kwan

JIEBERRE

Lau Chun Fat, George

RS 2R
Executive Director Executive Director
HITEE HITEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
xS Al 3% ¥ %% Bl 5E

33. STATEMENT OF FINANCIAL POSITION AND RESERVE
MOVEMENT OF THE COMPANY (Continued)

(b) Reserve movement of the Company

At 1 July 2019 RZE-nE+A-AH
Loss for the year FRER
Conversion of convertible BBy

non-voting preference shares  ERZHEE LI (Hi23203))
(note 32(3))

At30June 2019.and 1 July 2020 R=E-NE~A=THR
—i—?i‘tﬂ H

Profit for the year FERE

Conversion of series B convertible E#BZ 7| A4k B ZiE
non-voting preference shares B %Mk (A7#3206))
(note 32(b))

34. RESERVES

(a) Group

(b) RATZREED

For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

33. A RAZUBRRRRFEEES (&)

The amounts of the Group’s reserves and movements

Capital
Share redemption Accumulated

premium reserve losses Total
R aE EXRER#E ZiER g
HK$ 000 HK$000 HK$000 HK$000
BETT BETT BETT BETT
701,292 150 (890,079) (188,637)
= = (61,131) (61,131)

2,750 - - 2,750
704,042 150 (951,210) (247,018)
= = 2411 2,411

1,600 = = 1,600
705,642 150 (948,799) (243,007)

34. A%
(a) &%

AEBZF#EMEEHSEENGE
BalkAtrElaRMiGaEas

therein are presented in the consolidated statement
of profit or loss and other comprehensive income and

consolidated statement of changes in equity.

FIRKET o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 EZE—F -FTFNH=1+HIFFE

34. RESERVES (Continued)

(b) Nature and purpose of reserves

202

()

(i)

Share premium account

Under the Companies Law of the Cayman Islands,
the funds in the share premium account of the
Company are distributable to the shareholders of
the Company provided that immediately following
the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay
off its debts as they fall due in the ordinary course of

business.

Translation reserve

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

consolidated financial statements.

(iii) Plant and machinery revaluation reserve

The plant and machinery revaluation reserve has
been set up and is dealt with in accordance with
the accounting policies adopted for plant and
machinery in note 4(d) to the consolidated financial

statements.

(iv) Capital redemption reserve

Capital redemption reserve represents the nominal
value of the shares repurchased which was paid out

of the distributable reserves of the Company.

Luxey International (Holdings) Limited Annual Report 2020

(i)

(ii)

34. #E (&)

(b) EEZMHERAR

R 1 B AR

RERASEHERRNE KRR

PREEZESTHETFAAT
B - ﬁ%%ﬁ“ﬁ%%a%&,

AAFREERENAEEEH 2
%Z%%o

ELREE
IE N HE B RREEINEETTE

WRAMEEZMBEREZRE Z
IR IR AR A B SRR M S 40K
P2 Rt BURERTE -

(iii) BEREEEL #E

BRE R as B AR AERL
I B RIFER A B 75 K Y E4(d)
Pt 2 BERR S R 2R R A 2 & T
BUR BRI °

(iv) EXEE#E

BEARE L RFERERARR A DK
B2 FrE B () 2 EE -
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

35. SHARE-BASED PAYMENTS

Equity-settled share option scheme

On 28 November 2017, the Company terminated the share
option scheme adopted by the Company on 18 March 2008
and the rules of the new share option scheme (the “Scheme”)
be approved as the new share option scheme.

The Company operates 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 include the full-time and part-time employees,
executives, officers, directors, business consultants, suppliers,
customers, legal and financial advisers of the Company and
the Company’s subsidiaries. The Scheme became effective
on 28 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. 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 shares options in excess of this limit is subject to
shareholders” approval in a general meeting.

35. BURG RERZHK

LR EE 2 BRESTE

ARBR-_F—tF+—HZTNBEEL
R-ZFTNF =+ N\ BRANERE
8- marEcEsT 8 ([ZaH 8l ZRAE
B E R RER S

ARAEEZXTEN BT BB AAEE
REZBRNELERZEERS2EE AR
RBHEEBEARNRNARBNBARZ
PRNGERES TTRARE BEEAR B
ERGER - HER BF AREMB
BHE -ZER—E—tFt+t—A=1+AN\
BARC BRIESTT T IAZHIIER - RIS
Rz BT FHRFER -

N

RIFZA 8 RESEER T 2 R1TERERE
ZEZHERBER —KITE ARARN
EARIRE HE TR 210% ~RER+ =
BABREA ZAEARBRTEREE
RemEZBREM AT ZIRZRNHK
B TIRN AR RN EA R RS TR
1% - BT EMBELRE BREAES
PRER AR AR & L4t/ o
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

35. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option scheme (Continued)

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by
the independent non-executive directors. In addition, any
share options granted to a substantial shareholder or an
independent non-executive director of the Company, or to
any of their associates, in excess of 0.1% of the shares of
the Company in issue at any time or with an aggregate value
(based on the price of the Company’s shares at the date of the
grant) in excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance in a general
meeting.

The offer of a grant of share options may be accepted within
28 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors, and commences after a certain vesting period and
ends on a date which is not later than five years from the
date of the offer of the share options or the expiry date of the
Scheme, if earlier.

The exercise price of the share options is determinable by the
directors, but may not be less than the highest of (i) the Stock
Exchange closing price of the Company’s shares on the date of
the offer of the share options; (i) the average Stock Exchange
closing price of the Company’s shares for the five trading
days immediately preceding the date of the offer; and (iii) the
nominal value of the Company’s shares on the date of the
offer.
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35. MR AER IR (&)

DS EE B8 (&)

BYARACEE FTETBRABRETE
RRKBEEF 2 EMBBEA LT 2BRE A
TESEES B IEMITE FHUME o WA - 1A
BYARRFERRABILIERITES
BEZEMBEAT 2 BRIER+ A
AZEMRRE BRRNARBEEITRG 2
m%ﬁ@@(uﬁ%%aﬁﬂﬂﬁﬁﬁﬁ
A ELE) B 3E 7B 5,000,000 0 B TE &
%ﬂ%%m&%ﬁ@tmﬁ

AR AR REFE A BAE28RASARE
REAHBR 1T UBRARTEREZE
K ERBEREZTENRESEE  IRX
BEPRABENTEREHBRER
WBEES RFZ BN ZAE 2 A
(MARBF) &

BREZTEERESET BTEER
AT Z2&SE: ()VARA RN IREEHER
RELHBEHEB 2 WHE: (i)ANAA]
P R EZRELBRER O B M R ER
7 BB R ATz F W E (i) AR A
BORELEREENBERZmE:.
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For the year ended 30 June 2020 #Z—F-—FFNA=1HI FE

35. SHARE-BASED PAYMENTS (Continued)

36.

Equity-settled share option scheme (Continued)

Share options do not confer rights on the holder to dividends

or to vote at shareholders’ meetings.

No share options were granted, forfeited, exercised or expired
under the Scheme during the year (2019: Nil).

NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS

(a)

(b)

Major non-cash transaction

During the year ended 30 June 2020, no major non-cash
transaction.

During the year ended 30 June 2019, loan from non-
controlling shareholder of a subsidiary of approximately
HK$16,044,000 was settled by capital contribution to
non-wholly subsidiary from non-controlling shareholder.

Reconciliation of liabilities arising from financing
activities

The table below details changes in the Group’s liabilities
arising from financing activities, including both cash
and non-cash changes. Liabilities arising from financing
activities are those for which cash flows were, or future
cash flows will be, classified in the Group's consolidated
statement of cash flows as cash flows from financing
activities.

35.

36.

AR (21R) 8RA

R RER 2N (E)
DI H 2 BREs 8 (7)

BERETTITHTREAZER
RE LREAHER

BHAERR

FAMEBREREZBIER L ORM
TEHER (ZF—NF &)

RERERERHE

() EEHFRERS

BE_ T ZTFRA=THLFE:
Iﬁﬁﬁéﬁfﬁ/\“

HE-_Z—NAFA=Z+HLEFE"
JE WS BT /B 1 R FEIE AR AR SR B A0 B
16,044,0007T % B IEIEAR IR R A1 FE 2
BB RARLEEEM-

(b) REZFBDFELEAGEZHER

TRFNAREERERDAELRE
228 (BB NRFRLEH) - @
BRYMELAZRERERSRED
FARKRBEREFSREIEB LGS
//lbii'%‘:f:‘/\*Eﬁmﬂﬁ/éihfﬁiuméz
BfE-
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

36. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS (Continued)

(b) Reconciliation of liabilities arising from financing
activities (Continued)

36. RERTREBRMWE (&)

(b) REZBDFELEAGEZHKR(F

Cash flows
BEME

1 July 30 June
2019 Proceeds  Settlements 2020
=t ESE —z-®H
tA—-AH S RIE #Ee¥ K<HA=TH
HK$'000 HK$'000 HK$'000 HK$°000
BT T BT T BT T BB TFoT
Other loan HAh &K - 1,500 - 1,500
Loan from a shareholder RE —&RE 2 EHK - 66,500 (8,500) 58,000
- 68,000 (8,500) 59,500

Capital

contribution

from non-
1 July Cash controlling 30 June
2018 flows  shareholder 2019
—E-N\E kR Z—T-hE
tA—AH REeRE BEEXE ASA=TH
HK$'000 HK$'000 HK$'000 HK$'000
BT T BT T BT BETFT
Other loans HibE® 26,044 (10,000) (16,044) =
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For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

37. PENDING LITIGATION

At the end of the reporting period, the Group had the

following pending litigation:

(a)

On 19 January 2004, a winding up petition was filed
against the Company by certain ex-senior employees
of the Group claiming for payment in the sum of
approximately HK$594,000 from the Company in respect
of an award/order dated 20 October 2003 granted by
the Labour Tribunal in respect of the severance and
bonus dispute between the Company and the ex-senior
employees. The unsettled amounts of approximately
HK$594,000 were fully accrued in trade and other
payables during the year ended 30 June 2005 and remain
outstanding as at 30 June 2019 and 2020 even though
the case had ceased to be active since the year ended 30
June 2005.

On 24 July 2018, Ratio, a wholly-owned subsidiary of
the Company, received a claim from a former director
of Ratio for a total sum of approximately HK$913,000
in respect of the salary and severance dispute between
Ratio and the former director. The Company considered
that she was not entitled to the said sum for the major
reasons that her employment was terminated because
of her misconducts and the termination payment made
by Ratio to her was more than sufficient. The Company
also commenced the action in the High Court against her
for, inter alia, breach of fiduciary duties and contractual
duties owed by her to Ratio. The Group seeks an order for
damages and/or account of profit against her, which are
subject to assessment.

37. KRRFA

RBERR AEBEZ RRFRMOT :

AR (21k) BRAS

R_ZEZNF—-—A+NB ~EEE
FrRISABERHIHEARRRZ/ES
2R RBEERENR_TT=F+
AZTHRARARHEZER = KB
BRCZERBRIEAMUGIEL Z &
KA L MARRRESL KB
594,000TL c ZE R BB BB
594,000t ERBEZE_ZTTRF A
“tTHLEFEZEGABS RHEARE
NERF MRZZF-AEER=Z=
TFEXNAZTHDRES BEZR
HEHE_ETRAFNAZTHILF
ERETHER-

RZB-N\FLtAZ+MA - KRAA
%= { o) NSRRI & P =Rl
E=ZFENMENEEETE RSB
2 LR RB1913,0007T 2
R ANRARSRERERA RS -
TERA/MZBRFE LTI RES
BITRER  RNBXN T RIS #
BAEE - ARBTERGRER LR
RHOFD BRFERYNBZEE
EERANEFE-AEERKEHE
ERERFHENRER - B G -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

38. LEASE COMMITMENTS 38. HERIE
At 30 June 2019 the total future minimum lease payments RZZE—-—NFEA=+H" fﬁ*?‘(?T
under non-cancellable operating leases are payable as follows: BHGEHE s & EBAENREBOT
2019
—h&E
HK$'000
BT oT
Within one year —F R 3,881
In the second to fifth years inclusive F_FEZERF (BREEMEF) 12,255
16,136
Operating lease payments represented rental payable by the REMENREAREREETHAE
Group for certain of its offices, warehouses, director’s quarter BE BEFFEEREBMEN2HEE -
and car parking spaces. Leases are negotiated for terms HEAN T 12105 AN AHE AR E X
ranging from 1 to 10 years and rentals are fixed over the lease WRBERREE -

terms and do not include contingent rentals.
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39. RELATED PARTY TRANSACTIONS

(a

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

tn e il

5 ¥l 2% Bt 53

For the year ended 30 June 2020 E{Z=F=FFNH=1HIFFE

In addition to those related party transactions and
balances disclosed elsewhere in the consolidated financial

statements, the Group had the following transactions
with its related parties during the year:

Interest expense paid to

a major shareholder (notes)

Interest expense paid to

a related company (notes)

Notes:

39. BEAERES

(a

XNF—REIBERRZ

MNERX (Aet)

XN -—HBERRZ

MEFX (Hit)

(1) A major shareholder, Mr. Lau Chi Yuen, Joseph, hold over 20%

ordinary shares of the Company.

(2) This related party transaction constituted a connected
transaction under Chapter 20 of the GEM Listing Rules but are
fully exempt from shareholders’ approval, annual review and

all disclosure requirements.

Remuneration for key management personnel of the
Group, including amounts paid to the Company’s
directors and highest paid individual as disclosed in note

14 was as follows:

Short-term benefits
Post-employment benefits

ySESEER
BERLIRTEA

REMBHRRST
AERZRERIN AEERFA L
HEEALTZ2RBWMT:

TREZZEHE
£

2020

SE i
HKS$°000

BETF T

1,052

2019
—E—-NF
HK$'000
BT T

170

(1) ZERFRBIBELEFAARRF20%AEZ

(2) WEAEALTXZHEKGEM EMHEAIFE20EIE
TRZEERS 2 EEREETRERE -
FEEMLMEEERT -

by "EBTEEEASNFHH(BFEN

FTARREZERRHEI14RENRS

FHALTHFIE) R
2020 2019
—B-FF —FNF
HK$°000 HK$'000
BT T BT T
2,421 2,610
51 54
2,472 2,664

8xami (i) gRaa —“2°F

zzw 209



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 #iZ —FE_-FF NA=1HI F/F

40. EVENTS AFTER THE REPORTING PERIOD

On 5 August 2020, the Company completed the consolidation
of shares in the issued shares of the Company whereby every
ten issued and unissued ordinary shares of HK$0.01 each are
consolidated into one consolidated ordinary share of HK$0.10
each (the “Share Consolidation”).

On 10 September 2020, the Company completed a rights
issue on basis of 1 rights share for every 2 consolidated shares
in issue at a subscription price of HK$0.10 per rights share and
raised approximately HK$9,787,000 before expenses by way
issuing up to 97,868,384 rights shares.
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40. FEHMEREE

R-ZZE-_ZEFNARAB AAFRITEKEE
BIIRO 2RO EH ERE10RERE
BEAEBOITTZEBITRARBITEBARSE
HAEEREESEEKI0TZ —REHEE
(TR & 6] ) -

RZZEZZTFNA+H AARUAERKRHE
AR BB 2 RBELREFEMR
EBITEHRMNER —RERRND 2 EE
TR AR - BRI 1T % 97,868,384 A%
B 1n 2 5 EE# B ¥9,787,0007T (R0
BRFISZ) °



The following is a summary of the published results and of the
assets and liabilities of the Group prepared on the basis set out in

the note below:

RESULTS
Revenue

Loss before tax
Income tax credit/(expense)

Loss for the year

Attributable to:

Owners of the Company
Non-controlling interests

LN

BRI E B
FEhER/ (BR)

FRBER

THALRELE:

ARFHEBA
FFER S

FIVE YEAR FINANCIAL SUMMARY

haEi Rl

HTIMEMESCEEMBRAREE TIEE
BUARBERABZHENT

2020 2019 2018 2017 2016
“E-EE | ZBE-NEF —E-N\F —E—+tF CZE—RF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BT T BET T BT
77,809 131,778 156,572 152,696 139,981
(34,070) (10,210) (165,572) (51,862) (51,075)
122 782 5,954 521 (478)
(33,948) (9,428) (159,618) (51,341) (51,553)
(25,673) (3,898) (138,268) (46,075) (47,251)
(8,275) (5,530) (21,350) (5,266) (4,302)
(33,948) (9,428) (159,618) (51,341) (51,553)

AR (21k) BRAS

T BEFI 2 1 1



FIVE YEAR FINANCIAL SUMMARY

haE Rl

ASSETS AND LIABILITIES
Non-current assets
Current assets
Non-current liabilities
Current liabilities

Net assets

Attributable to:
Owners of the Company
Non-controlling interests
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BEERARE
FRDEE
RBEE
FRBAE
nBAE

BERE

THALRLE:

ARFHBA
IR

2020 2019 2018 2017 2016
SBI%E | B T\ Tt ZT-RF
HKS000 HK$000 HK$°000 HK$°000 HK$000
BT EETT EETT EETT EETT
7,490 1,522 17,020 105,867 134,702
140,513 102,946 117,765 125,357 85,793
(8,051) (122) (1,594) (1,146) (732)
(94,368) (23,775) (50,275) (63,999) (64,859)
45,584 86,571 82,916 166,079 154,904
64,141 92,744 99,176 163,856 148,254
(18,557) (6,173) (16,260) 2,223 6,650
45,584 86,571 82,916 166,079 154,904
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