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Chairman’s Statement
FEHRE

Dear Shareholders,

On behalf of the Board of the Company, | hereby present the audited
annual results of the Group for the Year.

During the Year, the trade dispute between the US and the PRC introduced
uncertainties to geopolitical and economic relations. The Group's principal
business in the distribution of semiconductor and other electronic
components was consequently affected as the global semiconductor
market deteriorated and the demand for electronic components from the
PRC and Hong Kong fell. The Group placed tremendous effort towards
expanding its business scale from upstream suppliers and product mix to
the downstream market and sales volume. For example, the Group is in the
process of acquiring an distribution rights for electronic components and
other ancillary products from a well-respected company located in the
PRC.

Owing to the continuous launch of new products and effective marketing
efforts during the Year, the gross profit margin of the Group increased to
7.9% against 4.8% for last year. However, due to a slowdown in demand for
electronic components and memory products amid the ongoing US-China
trade war, the Group recorded a significant decline in revenue. During the
Year, the Group's revenue contracted by 47.9% to HK$1,936.8 million
versus HKS$3,717.6 million last year. Loss attributable to owners of the
Company was HK$17.0 million for the Year, compared with profit
attributable to owners of the Company of HK$22.6 million in 2018.

To cope with the adverse impact of the US-China trade dispute, the Group
will closely monitor the conditions of the TMT market and continue to
execute its diversification strategy. The Group will also seek out new
products with high demands to diversify its product offerings; having
already achieved progress in expanding ties with major electronics
distribution companies and upstream manufacturers. Furthermore, the
Group is in process to acquire 51% equity interests in a company that is
engaged in electronic components distribution for segments including
industrial automation, electricity system and metering, automotive, new
energy and consumer electronics in the PRC. The proposed acquisition is
expected to add more variety to the Group's product offerings, contribute
revenue and help it access to a larger pool of seasoned customers, as well
as increase the Group's market share.
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Chairman’s Statement
FERE

In addition, the Group will continue to seek customers whose sales are
principally derived outside of the US to avoid any possible tariffs applied by
the US government. The Group will also strengthen ties with customers
who are tapping into the new markets under the Belt and Road Initiative.
Given that the initiative is proceeding full steam ahead, delivering trillions
of dollars in infrastructure financing to Asia, Europe and Africa, the Group is
set to meet the increasing demand for electronic components and goods
from these countries and regions.

The ongoing US-China trade dispute continues to exert pressure on the
TMT sector in the PRC. Although the two countries have reached “Phase
One” deal, which will reduce tariffs on US$120 billion worth of Chinese
goods, including the lowering of tariffs on TVs, projectors and other
electronics to 7.5%, still other tariffs remain. These include 25% tariffs on
US$250 billion worth of Chinese products. As there is no fixed date for
signing the second trade agreement, uncertainties exist, hence global
activity and growth are expected to remain soft. Compounding matters of
the COVID-19 epidemic outbreak, which has become a global concern.
Though it is still too early to gauge what the macroeconomic impact will
be, the greatest damage from the outbreak is likely to occur in the first half
of the year. A weaker Chinese economy will invariably have global
repercussions given that the PRC has significant influence on the world
economy.

Nonetheless optimism is emanating from the semiconductor industry,
fuelled by the new 5G technology adoption in the PRC and worldwide. A
strong uptake of 5G smartphones will drive demand for high-capacity
memory and storage used by data-intensive mobile applications in
smartphones and other mobile devices. In China, commercialized 5G
technology is now available in 50 cities, and is expected to spread to more
than 300 cities by the end of 2020. In the face of rising demand for 5G
smartphones and applications, the Group will expand its 5G product
portfolio and improve the competitiveness of its products based on market
needs.
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Chairman’s Statement
FEHRE

All in all, the commercial rollout of 5G, and the associated construction of
network applications have given impetus to the demand for digital storage
and general electronic component products from the Group. That said,
there are still many challenges in the TMT market in general for the Group
to face. Against the backdrop of global economic uncertainties, the Group
will adhere to its "high volume-low margin” business strategy in order to
protect its market share. The Group will continue to diversify its product
portfolio and customer base so as to defend against economic headwinds
and industrial challenges and will enhance its competitiveness to ensure
that it continues to make strides forward and develop in a quality manner.
The Group will continue to adopt a prudent approach towards business
development and strive to deliver favourable returns to Shareholders
despite the difficult times.

Lee Bing Kwong
Chairman
27 March 2020
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Management Discussion and Analysis
BB RS

BUSINESS REVIEW

The Group is a Hong Kong-based distributor of semiconductors and other
electronic components and is engaged in the supply of digital storage
products and general electronic components along with the provision of
complimentary technical support to its customers. It focuses on identifying,
sourcing, selling and distributing quality electronic components produced
by branded upstream manufacturers to downstream manufacturers within
the TMT sector in the PRC and Hong Kong.

During the Year, to enhance the efficiency of the Group's product portfolio
management, the Group has consolidated its Memory Products and Data
& Cloud Products into one segment, namely Digital Storage Products. The
General Components has remained unchanged.

Digital Storage Products

The Group's Digital Storage Products include DRAM, FLASH and MCP
memory products, which are widely applied to multimedia and mobile
devices such as set-top boxes, Smart TVs, wearable devices, mobile phones,
etc. Along with optical and mass storage products, these products are
mainly used in enterprise-level storage and server systems.

During the Year, the trade tension between the US and China coupled
with the global economic downturn adversely affected the global demand
for consumer electronic products. Furthermore, the oversupply and weak
demand of DRAM, NAND Flash and other memory products had a
substantial impact on the average selling price of the Group’s Digital
Storage Products, which was only subsequently stabilised in the second
half of the Year after months of price declining. Revenue generated from
this product segment decreased by 57.5% to HK$1,393.7 million for the
Year from HK$3,279.1 million in the Year 2018. Gross profit of this segment
decreased year-on-year by 53.8% to HK$57.5 million from HK$124.3 million
in the Year 2018. Gross profit margin slightly improved to 4.1% from 3.8%
in the Year 2018, mainly due to the increased gross profit margin in the
sales of DRAM and MCP memory products following a slight market
recovery in the second half of the Year.
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Management Discussion and Analysis

B IR [E 5w Mo

General Components

General Components include switches, connectors, passive components,
main chips, sensors, power semiconductors and analog-to-digital
converters, which are mainly designed and used in mobile and multimedia
devices.

As mentioned above, the economic slowdown took a toll on the global
demand for consumer electronic products such as personal computers,
smartphones, portable devices, Smart TVs and set-top boxes, etc. The
demand from the Group’s downstream manufacturers for products in the
General Components also decreased apart from the sale of main chips for
Smart TVs and set-top boxes. During the Year, revenue of this business
segment increased by approximately 23.9% year-on-year to HK$543.2
million from HK$438.5 million when compared with the Year 2018. Gross
profit of the segment increased by approximately 79.2% to HK$96.3 million
in the Year from HK$53.7 million in the Year 2018. The increased sales and
gross profit margin were mainly due to higher margins generated from the
sales of main chips for Smart TVs and set-top boxes, switches and
connectors for multimedia and mobile device products, which were under
the Group’s volume incentive marketing campaigns collaborated with its
upstream manufacturers.

FINANCIAL REVIEW
Revenue

The two major product segments, namely (i) Digital Storage Products; and
(ii) General Components, contributed approximately 72.0% and 28.0% of
the Group's total revenue for the Year, respectively.

The Group's revenue was HK$1,936.8 million for the Year (2018: HK$3,717.6
million), representing a drop of 47.9% from the previous year. The decrease
in revenue was mainly due to a combination of (i) a decreased global
demand for consumer electronic products; and (ii) an oversupply of
memory products carried forward from the fourth quarter of Year 2018
combined with a lower demand for Memory Products, which caused a
substantial decrease in the average unit selling price of Memory Products
in the Group's Digital Storage Products. Nonetheless, the revenue in the
second half of the Year improved slightly as compared to the first half,
which reflected the stabilisation of the average unit selling price of the
Memory Products.
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Management Discussion and Analysis
BB RS

Gross profit and gross profit margin

The Group's gross profit for the Year decreased by approximately 13.6% to
HK$153.8 million compared to that of HK$178.1 million last year. The
decrease in gross profit during the Year was generally in line with the
downward trend of the sales revenue, but the Group recorded an increase
in its gross profit margin for some of its products. The gross profit margin
for the Year has increased to 7.9% (2018: 4.8%) mainly due to the increased
gross profit margin from the sales of DDR and MCP memory products,
which was categorised under the Digital Storage Products segment.
Furthermore, the gross profit margin of main chips for Smart TVs and set-
top boxes, switches and connectors, which was categorised under the
General Components segment, increased to 17.7% (2018: 12.3%).

Other income and change in fair value of investment property

During the Year, the Group recognised a loss arising from changes in the
fair value of an investment property of HK$2.3 million (2018: gain of HK$2.4
million). The Group's other income remained immaterial to the Group
during the Year.

Impairment loss on trade receivables

The impairment loss on trade receivables of HK$12.2 million was
recognised during the Year (2018: Nil). The increase in provision under
expected credit loss model was due to significant increase in trade debts
past due for more than one year.

Distribution and selling expenses

The selling and distribution costs mainly included marketing expenses and
salaries for sales staff, commission expenses, transportation fees, freight
charges as well as declarations and sample expenses. For the Year, selling
and distribution expenses increased to approximately HK$78.1 million
(2018: HK$47.0 million), mainly as a result of an increase in commission and
agency fees in order to stimulate the Group’s sales during the market
slowdown.

EFREFER

AEBARFENEFNABISBI3ESEE T BE
FRI1781 B BB A 13.6%  REE A
FH T REHE RS FTHRBEARE L - A
SEBHEMEFN KRB FTIEM - RAF
B EMEEAFET79%(ZF—)\F : 48%) -
TERNEEDHEABIBFRHE D A DDR
FMCP 5215 B8 2 S MY B R IE JNATER © 14D -
NEABRTHDHNEEREARKIESHE
2R FHENEESENERNEIEINZE177%
TN 1 123%) ©

HIKWARREMELXTFEED

RAEE  AREERN-BEEVEAFE
HHELNEBER23BEET(ZT—N\F:
W24 BEBTT) - RAFE  AREHHEAM
WABREEMENEIEK -

B 5 RURRRERSER

RAEE  CHEREZRIERFURERE122
BEET(ZT—/\F: &) BAHEEEEE
AR THBREEN RN AREE—FNES
FEWHE TR AR L AN -

PHERHEERX
HERDHKATEBIELHAI REEAR
e ey RBER BHEAUKLS
MEEARRSY - RAFE - $HE KD M8
MEXN7IEEBT(ZE—N\F 4708 8%
T0) 0 EEHREE RPN B R0 RE AR
EEN IS RERFHEE -

ANNUAL REPORT 2019 4 #f 9



Management Discussion and Analysis

B IR [E 5w Mo

Administrative expenses

Administrative expenses primarily consisted of salaries and benefits
(including emoluments to the Directors), insurance premiums, short-term
lease expenses and other premises fees, exchange differences, bank
charges and depreciation expenses. The Group’s administrative expenses
decreased by HK$15.0 million to HK$61.8 million during the Year (2018:
HK$76.8 million), which was mainly attributable to the effect of (i) the
absence of IPO listing expenses of approximately HKS5.4 million; and (ii) a
decrease in the insurance expenses in aggregate by approximately HKS$6.5
million.

Finance costs

The Group's finance costs mainly represented interest expenses on its bank
borrowings during the Year. Such bank borrowings were obtained by the
Group for general working capital needs. The Group had finance costs of
approximately HKS7.1 million (2018: HK$18.3 million). The finance costs
decreased as a result of the overall decreasing use of factoring loans.

Net loss for the Year

Net loss for the Year amounted to HK$9.1 million, compared to net profit
of HK$33.3 million for the Year 2018.

Net (loss)/profit attributable to the owners of the Company

The net loss attributable to the owners of the Company for the Year was
HKS$17.0 million, compared with the net profit attributable to the owners of
the Company for the Year 2018 of HK$22.6 million. The change was mainly
attributable to (i) the substantial drops in the Group’s sales revenue and
gross profit resulting from the slowdown of the global economy, the
continuous and uncertain trade tension between the US and the PRC and
the weaker market demand from China’s TMT sector; (ii) a significant
increase in distribution and selling expenses; (iii) a provision for impairment
in the Group's inventory resulting from a drop in the net realisable value of
a certain portion of the inventory of the Group; and (iv) an impairment loss
on trade receivables.
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Management Discussion and Analysis
BB RS

LIQUIDITY AND FINANCIAL RESOURCES

During the Year, the Group met its liquidity requirements principally
through a combination of internal resources and bank borrowings. The
Group’s cash resources as at 31 December 2019 were approximately
HKS$211.8 million (31 December 2018: HK$182.6 million) which were mainly
denominated in HKS, RMB and USS.

As at 31 December 2019, the Group's total outstanding bank borrowings
amounted to HK$346.1 million (31 December 2018: HK$391.3 million)
which comprised mainly bank factoring loans, import loans, trust receipts
loans, instalment loans and revolving loans. The Group's bank borrowings
which were unrestricted and carried at amortised cost with a clause of
repayment on demand are classified as current liabilities. The gearing ratio
decreased from 118.7% as at 31 December 2018 to 113.2% as at 31
December 2019 as a result of the prudent approach taken by the
management of the Group on managing its business finances. Gearing
ratio was calculated based on total loans and borrowings divided by total
equity at the respective reporting date.

The Group's financial statements were presented in HKS. The Group carried
out its business transactions mainly in HKS, RMB and USS. As the HKS
remained pegged to the USS, there was no material exchange risk in this
respect. Since the portion of RMB revenue was insignificant, there was no
material exchange risk in this respect. The Group currently does not have
any interest rate hedging policy. However, the management monitors the
Group's exposure to interest rate risk on an ongoing basis and will consider
relevant hedging policy should the need arise. Credit risk was hedged
mainly through credit policy and factored to external financial institutions.

CONTINGENT LIABILITIES

As at 31 December 2019, the Group did not have any material contingent
liabilities.

CHARGES ON ASSETS

As at 31 December 2019, the banking facilities of the Group were secured
by trade receivables of the Group with an aggregate carrying amount of
approximately HK$270.9 million (2018: HK$367.3 million), the legal charge
over the investment property of the Group of HK$51.7 million (2018:
HK$54.0 million), leasehold land and buildings of approximately HK$39.1
million (2018: HK$40.5 million) of the Group, insurance policy executed by
a related company, personal guarantee executed by Mr. Pai Yin Lin (a
director and a non-controlling shareholder of subsidiaries of the Company)
and corporate guarantees executed by the Group.
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DIVIDEND

The Board resolved not to recommend any final dividend for the Year
(2018: 0.6 HK cent per Share).

The final dividend for the Year 2018 amounting to HK$6,000,000 was paid
to the Shareholders on Friday, 5 July 2019.

CHANGES IN ACCOUNTING POLICIES

For the Year, the Group adopted for the first time the new and revised
HKFRSs issued by HKICPA, which were relevant to its operations and
effective for the Group’s accounting period beginning on 1 January 2019.
For details, please refer to Note 3 to the consolidated financial statements
of the Company in this Annual Report.

EMPLOYMENT AND REMUNERATION POLICY

As at 31 December 2019, the Group had 122 employees (as at 31
December 2018: 104) in Hong Kong and the PRC. The Group's
remuneration policy is built on the principle of equitability with incentive-
based, motivating, performance-oriented and market-competitive
remuneration packages for its employees. Remuneration packages are
normally reviewed on a regular basis. Apart from salary, other staff benefits
include provident fund contributions, medical insurance coverage and
performance-based bonuses. In addition, the Company has adopted a
share option scheme and a restricted share award scheme as an incentive
or a reward for the eligible participants for their contribution to the Group,
and provides continuous training to its employees to improve their
marketing skills and enhance their product knowledge.
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BB RS

USE OF NET PROCEEDS FROM LISTING

The net proceeds received by the Company from the Global Offering (the
“Net Proceeds”) amounting to approximately HK$116.9 million after
deducting underwriting commissions. All related expenses have been/and
will be used in the manner consistent with that disclosed in the section
headed “Future Plans and Use of Proceeds” in the Prospectus. The Net
Proceeds received have been applied by the Group from the Listing Date
up to 31 December 2019 as follows:
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Actual Use

of Net Proceeds
Applicationof ~ from Glohal Expected timeframe
NetProceeds  Offering up to Actual Use Percentage of full utilisation
as statedin ~ 31December of Net Proceeds Unused of Unused of unused
the Prospectus 2019 duringtheYear  NetProceeds  NetProceeds Net Proceeds
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Hong Kong “ECTEE-ZEE
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USE OF PROCEEDS

The Group has utilized approximately 54% of the net proceeds as of 31
December 2019, which amounts to approximately HK$62.9 million.

As for the balance of the net proceeds, after a series of careful
considerations, the Board has postponed the expenditures for the above-
mentioned items during the Year mainly due to the following factors: (i)
continuing of the US trade war with China; (ii) dropped in global and
domestic demands for consumer electronic products; (iii) dropped in the
Group's sales revenue and gross profit; (iv) unstable real estate market in
HK and the PRC; and (v) the Group has taken a prudent approach to
control and minimize its overall expenditures.

The Group is expecting to utilize the balance of the net proceeds on the
above-mentioned items between year 2020 to year 2021, due to the
following reasons: (i) the pressures of the COVID-19 pandemic are
unprecedented, creating widespread uncertainty about where the world is
heading. Therefore, the scale of the adverse impact on the global and
domestic economy will remain unpredictable; (i) the global demand of
consumer electronic products is expecting to further diminished in year
2020; (iii) most manufacturers’ productions have returned to normal
capacity after Q1 2020; and (iv) in the event that COVID-19 will continue to
spread throughout the world, the Directors believe that the real estate
market in Hong Kong and the PRC is expected to stay unstable for the
balance of year 2020.

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES,
ASSOCIATES AND JOINT VENTURES

The Group did not have any material acquisitions and disposals of
Subsidiaries, associates and joint ventures during the Year.

SIGNIFICANT INVESTMENTS HELD AND FUTURE PLANS FOR
MATERIAL INVESTMENTS OR CAPITAL ASSETS

Reference is made to the announcement of the Company dated 30
September 2019 whereby it was announced that an indirect wholly-owned
subsidiary of the Company entered into the Acquisition Agreement with
the Vendor and the guarantors for the transfer of the distributorship rights
from the Vendor at a consideration of USS$5.0 million. As at the date of this
Annual Report, part of the distributorship rights has already been
transferred to the subsidiary.
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Management Discussion and Analysis
BB RS

Reference is also made to the announcement of the Company dated 7
November 2019 regarding the MOU. Subject to the parties entering into a
formal agreement, it is proposed that the Company will acquire 51% of the
equity interest in the target company from the owner of the target
company. The exact amount of the consideration for the proposed
acquisition will be further negotiated and is estimated to be less than
RMB110 million.

SUBSEQUENT EVENT

The Board is not aware of any significant event affecting the Group which
requires disclosure that occurred subsequent to 31 December 2019 and
up to the date of this Annual Report.

PROSPECTS

Looking forward, with the uncertainty of the US-China trade war, we
believe that it will continue to cripple the global economy in the coming
months. To date, the US has imposed tariffs on US$360 billion of Chinese
goods, which is more than 50% of China’s total exports to the US. This will
most likely exert pressure on businesses within China’s consumer
electronics market, including the TMT sector.

With phase one of the US-China trade agreement implemented on 15
January 2020, the process of resolving the US-China trade war has begun
and is likely to have a positive impact on the electronics industry growth
rate in 2020. Unfortunately, the newly surfaced COVID-19 outbreak in China
has presented another challenge to the local as well as the global
economy. The Group foresees that the electronic components industry will
be negatively and adversely affected by the COVID-19 epidemic in the first
half of the year 2020. In the event that the spread of the COVID-19 could
be under control in the second half of the year 2020 globally, the Directors
foresee that the demand and sales of consumer electronics products will
ramp up rapidly and will begin its recovery in the second half or the last
quarter of the year 2020.

World economists believe that both the Chinese economy and global
economy will be significantly affected by the COVID-19 epidemic in the
first half of the year 2020. The effects would be particularly felt by the
electronics industry of which China plays a major market role as a key
supplier of electronic products and related components. The Group will
diligently monitor the changes in the electronics industry by balancing the
risks and opportunities throughout Hong Kong and the PRC.
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Wireless 5G networks are rolling out rapidly in China. This ultra-fast data
transmission service is now available to consumers in approximately 50
cities in China and is expected to be adopted throughout the country from
2020 onwards. The demand for digital storage and general electronic
component products is, therefore, expected to grow in the coming years.
Meanwhile, the Belt and Road Initiative is steaming ahead, delivering
trillions of dollars to infrastructure financing across Asia, Europe, Africa and
indirectly increasing the demand for electronic components and goods in
those countries and regions.

According to some industry analysts, the automotive industry is in better
shape than it was five years ago, where profits and sales generated from
the industry have recorded growths following the recent economic crises
around the world. Hence, the Group plans to allocate more resources to
the automotive segment to capture more opportunities.

The energy security and urban air-pollution concerns that emerge from
rapid growth in the number of vehicles on the road have spurred China to
initiate the Thousands of Vehicles, Tens of Cities Program to accelerate the
commercialisation of new energy vehicles ("NEV"). Hence, the Group plans
to allocate more resources to the NEV (automotive) segment to capture
potential more opportunities.

China’s artificial intelligence (“Al”) industry is expected to reach USS$30
billion by 2022 according to a report released by the Chinese Institute of
Electronics. Hence, the Group plans to allocate more resources to the Al
segment to seize new opportunities.

With the online market for study courses market set to grow by 20%
annually, China is poised to become one of the world’s most vibrant online
education markets. The growth is contributed by China’s growing
household spending power, the under-supply of education resources and
the introduction of the two-child policy. As a result, the opportunities for
elearning businesses in China are significant. The Group plans to allocate
more resources to the commercial-server segment to capture more
opportunities in this aspect here.

To maintain and expand its market share, the Group will continue its
diversification strategy to develop new applications of its products in the
industry. The Group is in the process of acquiring the distributorship rights
of certain electronic components and other ancillary products for
automotive and multimedia applications from a well-respected company
located in the PRC. The Group has signed an MOU in relation to the
acquisition of a 51% equity in a company engaged in electronic
components distribution for segments including industrial automation,
electricity system and metering, automotive, NEV and consumer
electronics in the PRC. The Group expects its product portfolio to be
further strengthened upon the completion of the acquisition. The Group
continues to evaluate potential acquisitions in the future in order to seize
more promising business opportunities and to generate additional
revenue in the future.
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EXECUTIVE DIRECTORS

Mr. Lee Bing Kwong (“Mr. Lee”), aged 65, the founder of the Group and
the Controlling Shareholder, was appointed as an executive Director on 4
July 2012 and is also the CEO and the Chairman as well as the chairman of
the Nomination Committee and a member of the Remuneration
Committee. Mr. Lee is also a director of certain Subsidiaries. Mr. Lee
obtained a bachelor’s degree of applied science from the University of
Toronto, Canada in 1980. Mr. Lee established Nicegoal Investments in 1987
with business mainly in manufacturing of personal computer motherboard
and trading of components and accessories for personal computer and
AVT in 1992 which started its business of trading of electronic components
in 2005. Prior to the establishment of Nicegoal Investments, Mr. Lee acted
as sales engineer and marketing engineer in the sales and marketing
department of Motorola Semiconductors (HK) Limited during the period
from 1981 and 1985. Mr. Lee has been active in the semi-conductor field
for more than 30 years. Mr. Lee is the sole director of Best Sheen Limited,
the Controlling Shareholder. Mr. Lee is the husband of Ms. Lo Yuen Lai and
the brother-in-law of Mr. Lo Yuen Kin, both being executive Directors and
the father of Mr. Lee Chak Hol, being the deputy CEO.

Mr. Lo Yuen Kin (“Mr. Lo"), aged 57, was appointed as an executive
Director on 21 February 2014. Mr. Lo is also a director of certain
Subsidiaries. Mr. Lo joined our Group in May 2012 as finance director. Mr.
Lo obtained a bachelor's degree of engineering from The Cooper Union
for the Advancement of Science and Art, New York, US in 1988 and a
master’s degree of science (aeronautics and astronautics) from Stanford
University, California, US in 1990. In 1987, Mr. Lo was elected by The Cooper
Union — Cooper Union Pi Phi Chapter and declared a certified member of
Pi Tau Sigma Fraternity. Further, Mr. Lo has been a responsible officer of
Positano Wealth Management Limited for the supervision of Type 4
(advising on securities) and Type 9 (asset management) regulated activities
under the SFO since September 2017 and was a responsible officer of
China Shenghai Investment Management Limited responsible for the
supervision of Type 1 (dealing in securities) (for the period from September
2009 to August 2013), Type 4 (advising on securities) (for the period from
April 2009 to August 2013) and Type 9 (asset management) (for the period
from April 2009 to August 2013). During the period from December 2002
to February 2007, Mr. Lo worked for SinoPac Capital Limited as director of
equity trading. During the period from 1990 to 2016, Mr. Lo worked with
various financial institutions and accounting firm, including Price
Waterhouse, Credit Lyonnais (Asia) Limited, Mees Pierson Securities (Asia)
Limited, Morgan Grenfell Asia Securities (HK) Limited, BZW Asia Limited,
China International Capital Corporation (Hong Kong) Limited, ING Baring
Securities (Hong Kong) Limited, G.K. Goh Securities (H.K) Limited and YGD
Asset Management (HK) Limited. Mr. Lo is the younger brother of Ms. Lo
Yuen Lai and the brother-in-law of Mr. Lee, both being executive Directors
and the uncle of Mr. Lee Chak Hol, being the deputy CEO.
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Ms. Lo Yuen Lai (“Ms. Lo"), aged 64, was appointed as an executive
Director on 22 March 2019. Ms. Lo is also a director of certain Subsidiaries.
Ms. Lo worked as the assistant to the chief executive officer of AVT, an
indirect wholly-owned Subsidiary, from August 2015 to February 2018 and
has been the sales director and a director of AVT since February 2018 and
March 2019 respectively. Ms. Lo has also been a director of I-Sky Electronic
Limited, an indirect wholly-owned Subsidiary, since March 2004. She
served as a non-executive director from April 2010 to July 2010 and as an
executive director and the deputy chairman of the board from July 2010 to
June 2013 of CIL Holdings Limited, the shares of which are listed on the
Main Board of the Stock Exchange (stock code: 479). Ms. Lo is the wife of
Mr. Lee, being the Controlling Shareholder, the Chairman, the CEO and an
executive Director, the elder sister of Mr. Lo, being an executive Director,
and the mother of Mr. Lee Chak Hol, being the deputy CEO.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Cheung Siu Kui (“Mr. Cheung”), aged 70, was appointed as an INED
on 15 February 2018. He is also the chairman of the Remuneration
Committee and a member of each of the Audit Committee and the
Nomination Committee. Mr. Cheung obtained a bachelor’s degree of
applied science from the University of Toronto, Canada in 1975. Mr.
Cheung was elected as a member of the Association of Professional
Engineers of the Province of Ontario, Canada and the Institution of
Electronic and Radio Engineers in 1977 and 1983 respectively. Mr. Cheung
retired in 2008. Prior to Mr. Cheung's retirement, he acted as vice president
(Greater China Operation) of Renesas Technology (Hong Kong) Limited
during the period from 2003 to 2008 responsible for, amongst others,
strategic planning and operation support for the Greater China Market.
During the period from 1983 to 2003, Mr. Cheung worked with various
electronic components companies, including Motorola Semiconductors
(HK) Limited and Hitachi Electronic Components (Asia) Limited; and was
responsible for the sales and marketing of electronic components.
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Mr. Yim Kwok Man (“Mr. Yim”), aged 51, was appointed as an INED on
15 February 2018. He is also the chairman of the Audit Committee and a
member of the Remuneration Committee. Mr. Yim has over 20 years'
experience in the areas of corporate finance, debt and equity capital
markets, asset management and merger and acquisition advisory. He has
been a fellow member of The Association of Chartered Certified
Accountants in the UK since 2003 and an associate member of the Hong
Kong Society of Accountants (now known as The Hong Kong Institute of
Certified Public Accountants) since 2002. Mr. Yim is currently an
independent non-executive director of Tsui Wah Holdings Limited, the
shares of which are listed on Main Board of the Stock Exchange (stock
code: 1314), with effect from November 2012. Mr. Yim is also a non-
executive director of Star Properties Group (Cayman lIslands) Ltd., the
shares of which are listed on Main Board of the Stock Exchange (stock
code: 1560), with effect from March 2016. Mr. Yim was a responsible officer
of Odysseus Capital Asia Limited (formerly known as GALAXY CAPITAL
LIMITED), a corporation licensed under the SFO, for Type 6 regulated
activity (advising on corporate finance) till July 2014. Mr. Yim graduated
with a bachelor's degree of engineering in civil engineering from Hong
Kong Polytechnic (now known as The Hong Kong Polytechnic University)
in 1991 and obtained a master in business administration degree from The
Chinese University of Hong Kong in 1994. Prior to joining our Group, Mr.
Yim served as a non-executive director of Eternite International Company
Limited (now renamed as Larry Jewelry International Company Limited),
the shares of which are listed on GEM of the Stock Exchange (stock code:
8351), for the period from December 2010 to August 2011. From Mr. Yim's
graduation to present, he worked with various financial institutions and
investment banks, including Rabobank International Hong Kong Branch,
DBS Asia Capital Limited and CITIC Capital Markets Holdings Limited.

Dr. Chow Terence (“Dr. Chow”), aged 57, was appointed as an INED on
15 February 2018. He is also a member of each of the Audit Committee
and the Nomination Committee. Dr. Chow obtained a Bachelor of
Medicine and Bachelor of Surgery degree from The Chinese University of
Hong Kong in 1987. Dr. Chow has worked in various public and academic
units, including medicine, surgery, orthopaedics & traumatology, oncology,
anaesthesia and intensive care before starting his private general practice
in 1991. Dr. Chow founded Bright Growth Doctors & Associates in 1993,
which was the first private medical group in Hong Kong to have its own CT
(computerized tomography) machine. In 2000, Dr. Chow founded TY
Healthcare Corporation and has been its chairman and medical director
since then. From 2007 to 2012, Dr. Chow has been appointed by the
Government of the Hong Kong Special Administrative Region as a Penal
Member of the Human Organ Transplant Board. He is currently a member
of the Hong Kong Medical Association and the Hong Kong College of
Family Physicians. Dr. Chow is also been an Honorary Clinical Assistant
Professor in Family Medicine at the University of Hong Kong.

BEXEE(TBEE]D 515 R N\F
—ATHAEZREABYIENTES - HINAE
ERZEEXTRNTMEESKE - BRIEER
TERE  BEHEAREERTS EEETER
HEXRNENBEEBN0ELR FR T
CERAERETARSHMASE RS
RZETE_FERABESHMATEE -
FIRARELRERAR(ERHEZZE
F+—ARBRBRETER LT &GRSR :
1314) BYERITTESZ - BRALENB-Z
—NFZARETEEHESEE(HEHE)E
PRA R (ERMDREERATER LT - BRHARSR
1560) FYIERITE F o BRI AT BRI E Ao
MNERAR(AIEEEEAERAGT)NEEA
BEEE T —WF+ A ZA8A—HREFE
FREBEEINERE(RERERER
BIXBEETH2HEEZE - BEER
—hWN—FEELRNE BB TSR GIEELIE
TKRE) E+tAIREE+E2G. TR
— NN FEFEFNASTIHEEBELS
il e RIMAAKEZR BT —ZTF+=A
E2-FT——F )\ BB - BAEETKERRE
BHOERAFRAEZBEXEREBRARA
A HARMDABZPGEM £ - R R 5E
8351)MIFEHITES - BERES » BRALEMT
BRZEemEgE IR ERT  BERTEAE
BITEBDT EEDMBEBRRATRFTE
BARAMGIERERAR

& m
[ ofF A

PEHREBE((HPBE]D 575 RZZT—NF
“ATHRAEZEABNIERTES - HINA
ERZEERIEREZESEAMKE - fiE
R=NANEFEBERXRERNINERIERE
TEM  c PEER—NNL—FHEKELE S
Bl SEBRZEQEREMES - 21EN
SAEL BRIEBER - EER - MR EEE
EoPEEN - NN=ZFRIBERT - &
DEBEBERBEET(EMENKE) HALALE
B N TF  PEEXNI K —BEBE
BEERLAR  WAMEFEEIFRESZS
E-RIBELFE_T——F PELESF
BENTREBRNZETAAEREVELZED
NMARKE - FIRBE AT BBERZEEREER
EEEERes  c FERENABTERERERE
BLEBRIEBEHIR -

ANNUAL REPORT 2019438 19



Biographies of Directors and Senior Management

SEREBERERE

SENIOR MANAGEMENT

Mr. Lee Chak Hol (“Mr. CH Lee”), aged 28, joined our Group in October
2015 and was appointed as deputy CEO. He is also a director of certain
Subsidiaries. He is mainly responsible for assisting the CEO in daily
management of the Group for relevant coordination with internal
management and external business alliances, including but not limited to
the operation and management of the Information Technology and
Human Resources Departments of the Group and the supervision of
internal control implementation. Mr. CH Lee obtained a Bachelor of
Science degree from the University of Toronto in November 2014. Prior to
joining our Group, Mr. CH Lee had worked with various financial
institutions, including the commercial banking department of The
Hongkong and Shanghai Banking Corporation Limited, and was
responsible for arrangement of trade and/or guarantee transactions for
corporation, Denz Capital Limited (primarily investing in private equity) as
an intern and the risk control department of UBS, responsible for internal
control. Mr. CH Lee is a son of Mr. Lee and Ms. Lo and the nephew of Mr. Lo
Yuen Kin, all being executive Directors.

Ms. Lau Wai Yee, aged 54, joined our Group in August 2018 and was
appointed as the Regional General Manager of the Group. Her scope of
duties include market development, sales and marketing and customer
development. She has over 20 years management experience in
electronics field on sales and marketing in listed company.

Ms. Leung Yuen Ting (“Ms. Leung”), aged 49, joined our Group in May
2012 and was appointed as the financial controller of the Group
responsible for general financial management and daily financial
operations of the Group. Ms. Leung obtained her Bachelor of Business
(Accountancy) from the Royal Melbourne Institute of Technology
University, Australia, in September 2008. Ms. Leung has been a member of
the Hong Kong Association of Accounting Technicians since 1995. Ms.
Leung has over 25 years of experience in the accounting field. Prior to
joining our Group, Ms. Leung had worked as an in-house accountant for
various companies, including Far East Consortium International Limited,
Card Protection Plan Limited, AET Flexible Space (Hong Kong) Limited and
EQ Corporate Management (HK) Limited.

Mr. Ho Yuen Tung (“Mr. Ho"), aged 40, joined the Group in 2017 and
was appointed as the financial controller of the Group in July 2018. Mr. Ho
is responsible for the Group’s financial planning, internal control and
management, compliance requirements under the Listing Rules. He has
extensive experience in auditing, financial and treasury management,
information technology, credit control as well as banking. He has
accumulated more than 15 years of experience in accounting, auditing
and financial management in international audit firms and listed
company. He holds a Bachelor's degree in Business Administration
(Accounting) from Hong Kong Baptist University. He is a fellow member of
the Association of Chartered Certified Accountants in the UK.
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CORPORATE GOVERNANCE PRACTICES

The Company is dedicated in maintaining and ensuring high standards of
corporate governance practices and the corporate governance principles
of the Company are adopted in the best interest of the Group as well as
the Shareholders. The Company has adopted the applicable code
provisions and, where appropriate, adopted the recommended best
practices as set out in the CG Code as its own code of corporate
governance.

The Company has complied with all the applicable code provisions as set
out in the CG Code during the Year, with the following exception:

Under code provision A.2.1 of the CG Code, the responsibilities between
the chairman and chief executive officer should be separate and should
not be performed by the same individual. Mr. Lee, who has considerable
experience in the semiconductor and other electronics components
industry, is the Chairman and the CEO. The Board believes that vesting the
roles of both the Chairman and the CEO in Mr. Lee has the benefit of
ensuring consistent leadership within the Group and enables more
effective and efficient overall strategic planning of the Group. The Board
will, nevertheless, review the structure from time to time and separate the
roles of the Chairman and the CEO to two individuals, if appropriate.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as the code for dealing in
securities of the Company by the Directors. A specific enquiry has been
made by the Company with each of the Directors and all the Directors
have confirmed that they had complied with the requirements set out in
the Model Code throughout the Year.

THE BOARD

The Board is responsible for the leadership and control of the Group and
oversees the Group's businesses, strategic decisions and performance. The
Board has delegated the day-to-day responsibility to the executive
Directors and senior management who perform their duties. The Board has
established the Board committees and has delegated to these Board
committee’s various responsibilities as set out in their respective terms of
reference. The responsibilities of these Board committees include
monitoring the Group’s operational and financial performance and
ensuring that appropriate internal control and risk management are in
place.
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As at the date of this Annual Report, the Board is comprised of three (3)
executive Directors and three (3) INEDs. The members of the Board during
the Year and up to the date of this Annual Report is set out below:

Executive Directors

Mr. Lee Bing Kwong (Chairman and CEQO)
Mr. Lo Yuen Kin

Ms. Lo Yuen Lai

INEDs

Mr. Cheung Siu Kui
Mr. Yim Kwok Man
Dr. Chow Terence

The biographical information of the Directors and relationship between
the Directors are set out in the section headed “Biographies of Directors
and Senior Management” on pages 17 to 20 of this Annual Report. There is
no other financial, business, family or other material/relevant relationships
among the members of the Board.

Chairman and CEO

The Company has appointed Mr. Lee as the Chairman and the CEO, who is
primarily responsible for overseeing the corporate development and
strategic planning of the Group.

INEDs

In compliance with the Listing Rules, the Company has appointed three (3)
INEDs, representing at least one-third of the Board, with one of whom
possessing appropriate professional qualifications or accounting or related
financial management expertise. The Company has received a written
confirmation from each of the INEDs in respect of their independence in
accordance with the independence guidelines set out in Rule 3.13 of the
Listing Rules. The Company is of the view that all INEDs are independent
during the Year and up to the date of this Annual Report.

Responsibilities, Accountabilities and Contributions of the
Board and Management

The Board is responsible for leadership and control of the Company and
oversees the businesses, strategic decisions and performance of the Group
and is collectively responsible for promoting the success of the Company
by directing and supervising its affairs. Directors take decisions objectively
in the best interests of the Company.

The Chairman leads the Board to formulate corporate mission, visions and

policies of the Group and to ensure that all Directors are properly briefed
on issues.
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All Directors, including INEDs, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to the Board for its
efficient and effective functioning.

All executive Directors actively involve in managing the affairs of the
Company with a good understanding of the business, and play important
roles in the daily operations, whilst all INEDs participate in the Board
meetings and bring their independent views and judgments on various
issues.

INEDs provide the Group with a wide range of skills, expertise and varied
backgrounds and qualifications through their regular attendance and
active participation at various Board committee meetings of the Company.
They bring independent opinion and judgment on the strategy and
policies to ensure that the interests of all Shareholders are taken into
account.

All Directors have full and timely access to all the information of the
Company and the management has an obligation to supply the Directors
with adequate information in a timely manner to enable the Directors to
perform their responsibilities. The Directors may, upon request, seek
independent professional advice in appropriate circumstances, at the
Company's expenses for discharging their duties to the Company.

The Directors shall disclose to the Company details of other offices held by
them and the Board regularly reviews the contribution required from each
Director to perform his/her responsibilities to the Company.

The Board reserves for its decision all major matters relating to policy
matters, strategies and budgets, internal control and risk management,
material transactions (in particular those that may involve conflict of
interests), financial information, appointment of Directors and other
significant operational matters of the Company. Responsibilities relating to
implementing decisions of the Board, directing and coordinating the daily
operation and management of the Company are delegated to the
management team. Such management team is accounted for their
performance to the Board.

During the Year, each executive Director frequently met and discussed
with the management team in order to maintain an effective feedback
system and enable the Group to react to changes or problems quickly and
efficiently. The Board reviews its arrangement on delegation of
responsibilities and authority regularly to ensure that such delegations are
appropriate in view of the Company’s prevailing circumstances and that
appropriate reporting system is in place.

Each Director is free to seek advice from and has access to the Company’s
senior management team independently.
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Board Proceedings

The Board is required to convene four (4) regular meetings in a financial
year with intervals of not more than four (4) months. Notices of not less
than 14 days is required to be given to all Directors and each Director is
invited to include matters in the agenda. The Company Secretary assisted
the Chairman in establishing the meeting agenda. Detailed agenda and
related meeting materials were circulated to all Directors at least three
days before the date of the regular meetings.

Minutes were recorded in sufficient detail and draft minutes have been
circulated to all Board members for comments. Finalised minutes were also
sent to all Directors for their records within reasonable time after the
meetings. All minutes were kept by the Company Secretary and were open
for inspection by Directors.

All Directors have been given the relevant guideline materials regarding
the duties and responsibilities of being a Director, the relevant laws and
regulations applicable to the Directors and duty of disclosure of interest.

During the Year, four (4) Board meetings were held, amongst other
matters, considered and approved the audited consolidated financial
statements of the Group for the Year 2018 and the unaudited consolidated
financial statements of the Group for the six months ended 30 June 2019
and one (1) AGM was held. Details of the attendance of the Directors are
set out below:
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Attendance of
HE
Board
Meeting(s) AGM
EETEER RREFKE
Attended/eligible to attend

Name of Directors EEHA EHE SERHE
Executive Directors HITES
Mr. Lee Bing Kwong (Chairman and CEO) ERNFTE(FEFITHAEER) 4/4 1/1
Mr. Lo Yuen Kin B TR 4/4 1/1
Ms. Lo Yuen Lai (appointed on 22 March 2019)  ETTEZ T (R_ZT—NLF

—A-+_—BEZXT) 4/4 1/1
INEDs BYFHTES
Mr. Cheung Siu Kui SR/NEDSEAE 3/4 1/1
Mr. Yim Kwok Man BB S A 4/4 11
Dr. Chow Terence BEEEE 4/4 1/1
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Directors’ Induction and Continuous Professional Development

All Directors should participate in continuous professional development
which is relevant to develop and refresh their knowledge and skills. Every
newly appointed Director has received a comprehensive, formal and
tailored induction package to ensure that he or she has a proper
understanding of the Company's operation and business and the relevant
statues, common laws, the Listing Rules, legal and regulatory requirements
and governance policies. The Company Secretary also provides the
updates on the latest development and changes in the Listing Rules and
other relevant legal and regulatory requirements to the Board from time to
time. All Directors are encouraged to attend relevant training courses at
the Company’s expense and they have been requested to provide the
Company with their training records.

During the Year, all Directors attended suitable training and/or briefings by
certain professional advisers and/or participated in continuous professional
development courses organized by professional bodies/firms on corporate
governance or updates on laws, rules and regulations relating to the roles,
functions and duties of a director to develop and refresh their knowledge
and skills.

According to the training records maintained by the Company, the
continuous professional development programmes received by each of
the Directors during the Year is summarised as follows:
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R IREE

REARBRREFZHBIRE  SEERAFE
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Type of Training

Name of Directors BENS b5 Ectid]
Executive Directors HITES
Mr. Lee Bing Kwong FRAEE AandB
AMB
Mr. Lo Yuen Kin ETER LA AandB
AMB
Ms. Lo Yuen Lai EEt Aand B
ANB
INEDs BYEHITES
Mr. Cheung Siu Kui sRNE A B
B
Mr. Yim Kwok Man FEDE A AandB
AMB
Dr. Chow Terence Bl EaTEEE AandB
ANB

Notes:

A: attending training sessions, including but not limited to, seminars, briefings,
conferences, forums and workshops

B: reading materials relating to the seminars material, regulatory updates on
laws, rules and regulations to directors’ roles and functions, economy,
general business, corporate governance and directors’ duties and
responsibilities
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The Appointment, Re-election and Removal of Directors

Code provision A4.1 of the CG Code stipulates that non-executive directors
shall be appointed for a specific term, subject to re-election, whereas code
provision A4.2 of the CG Code states that all directors appointed to fill a
casual vacancy shall be subject to election by shareholders at the first
general meeting after appointment and that every director, including
those appointed for a specific term, shall be subject to retirement by
rotation at least once every three (3) years.

Each of the executive Directors has entered into a service agreement with
the Company for a term of three (3) years and each of the INEDs has
entered into a letter of appointment with the Company for a term of two
(2) years, and is subject to retirement provision pursuant to the Articles of
Association.

The Articles of Association contains provisions for the appointment, re-
election and removal of Directors as follows:

Appointment of Directors

Article 83(2) of the Articles of Association provides that subject to the
Articles of Association and the Law, the Company may by ordinary
resolution elect any person to be a Director either to fill a casual vacancy
on the Board, or as an addition to the existing Board.

Article 83(3) of the Articles of Association provides that the Directors shall
have the power from time to time and at any time to appoint any person
as a Director either to fill a casual vacancy on the Board or as an addition to
the existing Board.

Re-election of Directors

Article 83(3) of the Articles of Association also provides that any Director so
appointed by the Board to fill a casual vacancy shall hold office until the
first general meeting of the Company after his/her appointment and be
subject to re-election at such meeting and any Director appointment by
the Board as an addition to the existing Board shall hold office only until
the next following AGM and shall then be eligible for re-election.

Pursuant to the article 84(1) of the Articles of Association, at each AGM
one-third (1/3) of the Directors for the time being (or, if their number is not
a multiple of three (3), the number nearest to but not less than one-third
(1/3)) shall retire from office by rotation provided that every Director shall
be subject to retirement at an AGM at least once every three years.
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Article 84(2) of the Articles of Association provides that a retiring Director
shall be eligible for re-election and shall continue to act as a Director
throughout the meeting at which he/she retires and any further Directors
so to retire shall be those of the other Directors subject to retirement by
rotation who have been longest in office since their last re-election or
appointment and so that as between persons who became or were last re-
elected Directors on the same day, those to retire shall (unless they
otherwise agree among themselves) be determined by lot.

Removal of Directors

Under article 83(5) of the Articles of Association, the members may, at any
general meeting and by an ordinary resolution, remove a Director at any
time before the expiration of his/her period of office notwithstanding
anything to the contrary in these articles or in any agreement between the
Company and such Director (but without prejudice to any claim from
damage under any such agreement).

Remuneration of Directors and Senior Management

The Directors’ remuneration for the Year are set out in note 10 to the
consolidated financial statements.

Pursuant to code provision B.1.5 of the CG Code, the remuneration of the
members of the senior management (other than the Directors) whose
particulars are contained in the section headed “Biographies of Directors
and Senior Management” in this Annual Report for the Year by band is set
out below:
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Number of

individual(s)

Remuneration band (HK$) HENA R (BT A
Nil to 1,000,000 21,000,000 3

1,000,001 to 1,500,000

1,000,001 21,500,000 1

Corporate Governance Functions

The Board is responsible for performing the following corporate
governance duties:

1. to develop and review the Company'’s policies and practices on
corporate governance and make appropriate recommendations to
the Board;

2. to review and monitor the training and continuous professional
development of Directors and senior management;

ﬁ% = /I:I E&ﬁg
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3. to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;
4. todevelop, review and monitor the code of conduct and compliance

manual (if any) applicable to employees and Directors; and

5. toreview the Company’'s compliance with the code and disclosure
in this report.

BOARD COMMITTEES

The Board has established three (3) Board committees, namely the Audit
Committee, the Remuneration Committee and the Nomination
Committee. All the committees are empowered by the Board under the
respective terms of reference of the Audit Committee, the Remuneration
Committee and the Nomination Committee, which are posted on the
respective websites of the Stock Exchange and the Company and are
available for inspection by the Shareholders upon request made to the
Company Secretary. The Board committees are provided with sufficient
resources to discharge their duties.

Audit Committee

The Audit Committee comprises all the INEDs, namely Mr. Yim, Mr. Cheung
and Dr. Chow. Mr. Yim is the chairman of the Audit Committee.

The Board considers that each Audit Committee member has extensive
commercial experience and the Audit Committee has a suitable expertise
in various businesses, financial and legal sectors and that the composition
and establishment of the Audit Committee complies with the
requirements under Rule 3.21 of the Listing Rules.

The primary duties of the Audit Committee are mainly (i) to review and
supervise the financial reporting process and to oversee the audit process
of the Group, (i) to oversee internal control procedures of our Group, and
(ifi) to review risk management and internal control systems of our Group.
It has the responsibilities and powers set forth in the terms of reference.

The Audit Committee members shall meet at least twice a year to consider
the interim and final results prepared by the Board.

28  APEX ACE HOLDING LIMITED Yt EE RIS % B BR A Al

3. BAREEARRETEMREE
THEOBEREER

HE

4. HE - BREREREANEERESRH
TRTARAERFM(IE) : &

5. BEARBETRNETERRARSE
R EF o

§$§§§

EFEER NMEZZREES  DHA/ERK

ESSN %M§AE&E%§§@ FiIEZRE

EYHESEREFRERES FMEREER

REZESSANBERERE  ZFHERD

B2 7RI B SN B P R AR R - BER TR
AERNAWEHEEH -EXZEQRER
REBRABITRENBE

EXERRBTERZRBEREYARBEEN
AR %Véhaﬁﬂﬁﬁ B35 MR RE

HHABRENERMND  BERZEeNE
PR BRI IT A E TR A 321 RAURRE

ERZEEMNTIEBE AR REBWKE
WRERERAEE 2 EZBAE  (VERAS
Bz AR R(i)EHAER 2 ER
ERRAEESE - EABBESEMED
BEERES -

BERZEEREBABFELEEMANER
EESRAENP I REIRE



ate Governance Report
A

rpor
xE

> &

During the Year, the Audit Committee held two (2) meetings to, among
others, review and supervise the financial reporting process and review the
risk management and internal control systems of the Group and its audit
related matters. It had, in conjunction with Graham H. Y. Chan & Co., the
Independent Auditor, reviewed the Group’s audited consolidated financial
statements for the Year 2018 and the unaudited consolidated financial
statements for the six months ended 30 June 2019 and recommended the
same to the Board for its consideration and approval. The Audit Committee
was of the opinion that the relevant results were prepared in compliance
with the applicable accounting standards and requirements and that
adequate disclosures had been made. The Audit Committee also carried
out and discharged its other duties as set out in the CG Code.
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The attendance of each INED at the Audit Committee meetings during the ~ &BYIERTEENAEEHESREZESS
Year is as follows: EERENT ¢

No. of Attendance/
No. of Meetings
Eligible to Attend
BHE &%
Members BE HENERRE
Mr. Yim Kwok Man [5E &S 2/2
Mr. Cheung Siu Kui SR/NEDSEAE 2/2
Dr. Chow Terence BEIREE 2/2

The Audit Committee met on 27 March 2020 and, among other matters,
review the Group's audited consolidated results for the Year.

Remuneration Committee

The Remuneration Committee comprises two (2) INEDs, namely Mr.
Cheung and Mr. Yim and one (1) executive Director, Mr. Lee. Mr. Cheung is
the chairman of the Remuneration Committee.

The primary duties of the Remuneration Committee are mainly (i) to
develop a transparent policy in relation to remuneration; (i) to review the
remuneration policy and the structure relating to all Directors and senior
management of our Group; (iii) to assess the performance of all Directors
and review performance-based remunerations payable to Directors and
senior management of our Group and determine the remuneration
packages of individual executive Directors and senior management, which
include benefits in kind; and (iv) to make recommendations to the Board
on the remuneration of non-executive Directors.
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During the Year, the Remuneration Committee held one (1) meeting for
reviewing and determining the remuneration and other benefits payable

RAEE  FHEESRT—1)AREZE - N
EHNAYBEARRANTEERSRERER

by the Company to the executive Directors and senior management and  HRIE B K b B AL A IEAITE S HM B E
recommending the Board of the remuneration of non-executive Directors. S & e HEEES °
The attendance of each member of the Remuneration Committee at its ~ #rBZ B €&k BN AFE M FE 2 ) &
meeting during the Year is as follows: T :
No. of Attendance/
No. of Meetings
Eligible to Attend
EHE &%
Members BE& HENSRRE
Mr. Cheung Siu Kui NP 1/1
Mr. Yim Kwok Man BRI A 1/1
Mr. Lee Bing Kwong TRIEE 1/1

The Remuneration Committee met on 27 March 2020 and considered
certain remuneration-related matters of the Directors and senior
management.

Nomination Committee

The Nomination Committee comprises two (2) INEDs, namely Mr. Cheung
and Dr. Chow and one (1) executive Director, Mr. Lee (Chairman). Mr. Lee is
the chairman of the Nomination Committee.

The primary duties of the Nomination Committee are (i) to review the
structure, size and composition of the Board on a regular basis; (i) to make
recommendations to our Board relating to the appointment or re-
appointment of the Directors; (iii) to identify individuals suitably qualified
to become members of the Board; and (iv) to assess the independence of
our INEDs.

The Board has adopted the Board Diversity Policy on 15 February 2018 and
the Nomination Committee shall monitor the implementation of the Board
Diversity Policy and review the progress of its measurable objectives from
time to time.
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A summary of the Board Diversity Policy, together with its implementation
are disclosed as below:

The Board Diversity Policy aims to set out the approach to achieve and
maintain diversity on the Board in order to strengthen the performance of
the Board, promote effective decision-making and better corporate
governance and monitoring. To achieve a sustainable and balanced
development, the Company encourages increasing diversity at the Board
level as an essential element in supporting the attainment of its strategic
objectives and sustainable development. In designing an appropriate
composition of the Board, the Board diversity has been considered from a
number of perspectives, including but not limited to gender, age, culture
and educational background, professional experience, skills, knowledge
and length of service. All Directors’ appointment will be based on
applicable merits and candidates will be considered against objective
criteria, having due regard for the benefits of diversity on the Board.

During the Year, the Nomination Committee held one (1) meeting for,
among other matters, (i) reviewing the structure, size and composition of
the Board; (ii) assessing the independence of INEDs; and (iii) making
recommendation to the Board on the appointment or re-appointment of
Directors.

The attendance of each member of the Nomination Committee at its
meeting during the Year is as follows:
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No. of Attendance/

No. of Meetings

Eligible to Attend

BEHEaE%

Members K& HENSRRE
Mr. Lee Bing Kwong FRAEE 1/1
Mr. Cheung Siu Kui SRNEDSTAE 1/1
Dr. Chow Terence AEIHER 11

The Nomination Committee met on 27 March 2020 and recommended
the re-appointment of all the retiring Directors at the forthcoming AGM
after assessing their contribution and performance based on the
Nomination Policy.

Nomination Policy

The Nomination Policy which sets out the selection criteria and nomination
procedures to identify, select and recommend candidates for Directors.
The policy is embedded in the NCTOR. Please refer to paragraphs 8.1.1 to
8.1.4 and paragraph 9 of the NCTOR.
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DIRECTORS’ RESPONSIBILITY IN RESPECT OF
THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the financial
statements of the Group for the Year.

The statement of the Independent Auditor about its reporting
responsibilities and opinion on the financial statements is set out in the
Independent Auditor's Report on pages 69 to 77 of this Annual Report.

INDEPENDENT AUDITOR’S REMUNERATION

An analysis of the remuneration paid/payable to the Independent Auditor,
Graham H. Y. Chan & Co,, in respect of audit services and non-audit services
for the Year is set out below:

ESHMBRRNER

EFERANFARRRASERANF RN L
| -

BYZBMARESMBRRNERT EME
HEBAEN AN FIRE69E 77 B H B ZE
BhERE A

BB E

AEERERREREBRRECN LB
SRR B R 5 AT R AT 0B & 5 AT 831
mT

Fee paid/payable

Bt ENER

HK$000

Service PR 7 TET
Annual audit services FEEEZIRT 1,230
Non-audit services IEEZ AR 514
Total #aEt 1,744

Non-audit services mainly include review of interim financial statements,
and service related to acting as the reporting accountants.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility for maintaining an adequate
and effective risk management and internal control systems to safeguard
the interest of the Company and the Shareholders and through the Audit
Committee, reviewing the effectiveness of such systems on an annual
basis.

Procedures have been set up for, amongst others, identifying, analysing,
categorizing, mitigating and monitoring significant risks, and safeguarding
assets against unauthorized use or disposition, maintaining proper
accounting records and ensuring reliability of financial information,
ensuring compliance with relevant legislation and regulations and
protecting the interests of the Shareholders. Such systems are designed to
manage, rather than eliminate the risk of failure to achieve business
objectives, and aims to provide a reasonable, as opposed to an absolute,
assurance against material misstatement or loss.
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Main Features of Risk Management and Internal Control
Systems

The key elements of the Company’s risk management and internal control
systems include the establishment of a risk register to keep track of and record
identified risks, the assessment and evaluation of risks, the development and
continuous updating of responsive procedures, and the ongoing testing of
internal control procedures to ensure their effectiveness.

An ongoing risk management approach is adopted by the Company for
identifying and assessing the key inherent risks that affect the achievements of
its objectives. A risk matrix is adopted to determine risk rating (L = low risk, M =
medium risk, H = high risk) after evaluation of the risk by the likelihood and the
impact of the risk event. The risk ratings reflect the level of managements,

attention and risk treatment effort required.

Process used to identify, evaluate and manage significant risks

During the process of risk assessment, each risk owner of departments and
major subsidiaries is required to capture and identify the key inherent risks that
affect the achievement of its objectives. Each inherent risk is evaluated
according to the risk matrix. After taking into consideration the risk response,
such as control measures in place to mitigate the risk, the residual risk of each
inherent risk is evaluated again. The risk register with the risk responses and
residual risks is reported to the Audit Committee. The Audit Committee,
evaluates the effectiveness of the systems and report to the Board. The highest
category of residual risks is subject to the Board's oversight.

Process used to review the effectiveness of the Risk
Management and Internal Control Systems and to resolve
material internal control defects

The Audit Committee has performed ongoing review of the effectiveness of
the Group's risk management and internal control systems (during which an
external independent consulting firm was engaged to offer assistance) for the
period from 1 October 2018 to 30 September 2019, according to the scope of
review covering the Group’s material controls in financial, operational and
compliance aspects agreed and approved by the Audit Committee and in
compliance with the requirements under Code Provision C.2 of the CG Code.

The Audit Committee was satisfied that there had been no major deficiency
noted in the areas of the Group’s risk management and internal controls
systems, following the implementation of recommendations against the
internal control defects revealed. The Audit Committee has access to
information necessary to fulfil their duties and responsibilities with respect to
risk assessment and risk management. Accordingly, the Audit Committee and
the Board considered the risk management and internal control systems to be
effective and have been implemented with adequate resources during the
Year.
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Procedures and internal controls for the handling and
dissemination of inside information

The Board has already established a policy on the procedures and internal
controls for the handling and dissemination of inside information. The policy
stipulates the obligations of the Group, in respect of the restriction on
disseminating non-public information, handling of rumours, unintentional
selective disclosure, exemption and wavier to the disclosure of inside
information, and also compliance and reporting procedures. Senior
management must take all reasonable measures to ensure that proper
safeguards exist to prevent a breach of any disclosure requirement from time
to time, promptly bring any possible leakage or divulgence of inside
information to the attention of the Financial Controllers, or his/her delegates,
who will notify the Board timely and accordingly for taking the appropriate
action promptly. For any material violation of this policy, the Board will decide,
or designate appropriate persons to decide the course of actions for rectifying
the problem and avoiding recurrence.

The Company does not have an internal audit department. The Board
currently takes the view that there is no immediate need to set up an
internal audit function in light of the size and nature of the Group's
business. The need for an internal audit function will be reviewed from
time to time. However, for the Year, the Audit Committee, through the
engagement of an external independent consultant has conducted a
review of the effectiveness of the risk management and internal control
systems of the Group covering all material controls, including financial,
operational and compliance controls. The Board considers that the Group's
risk management and internal control are adequate and effective. The
Board expects that a review of the risk management and internal control
systems will be performed annually.

34  APEX ACE HOLDING LIMITED Yt EERHE IR A TR A 7]

BEERBHGERBEENEFRABERER

ExeciREREMARHEENET AR
ELIEFE BRI E R - XK AANSE A %
MIERFER  BEFES  BREEBUERE
HelRERBEARHES T ERGHBE - A
REaBRRRERF - SREERE LA TR
—YREHEERTEEEOREER - AR
BRAMEERTE - AMLRIREV SR
HEBARIBARHEENEMELRR - M
M RERERERRE B SNETE LA
FERBUEE BTE) © fis th 3R AT B & XX
ROTR BEEERREHIRKEE ALRE
A ERENITEINE » LB R BRELE -

ARBLEABEZEFT - ERAEENES
RENEE  EESAMRRALBERIAINE
BREENRRHRE - RABEZBMENTE
HAE T ARE - AT RAFE - BREE
EBEEINBULER - HARENRERE
R BRI R BETTIRGT - BRI
IEBARERER  BEME  2ERARE
7 -BEFER/ARENRREEMABIEE
BEERAX EFSHEMEEFHRARERER
N EBEEIE RRAETTIRET o



ate Governance Report
A

rpor
xE

> &

DISCLOSURE OF INSIDE INFORMATION

The Group acknowledges its responsibilities under the SFO and the Listing
Rules and the overriding principle that inside information should be
announced as soon as reasonably practicable when it is the subject of a
decision. The procedures and internal controls for the handling and
dissemination of inside information are as follows:

the Group conducts its affairs with close regard to the disclosure
requirement under the Listing Rules as well as the “Guidelines on
Disclosure of Inside Information” published by the Securities and
Futures Commission of Hong Kong in June 2012;

the Group has implemented and disclosed its policy on fair
disclosure by pursuing broad, non-exclusive distribution of
information to the public through channels such as financial
reporting, public announcements and its website;

the Group has strictly prohibited an unauthorized use of confidential
or inside information; and

the Group has established and implemented procedures for
responding to external enquiries about the Group's affairs, so that
only the executive Directors, Company Secretary and investor
relations officers are authorized to communicate with parties outside
the Group.

COMPANY SECRETARY

The Company Secretary is Sir Seaman Kwok , who has been appointed by
the Board since 5 August 2018 and had been so nominated by Boardroom
under an engagement letter made between the Company and Boardroom.
The primary person at the Company with whom Sir Seaman Kwok has
been contacting is Mr. CH Lee, the deputy CEO, in relation to corporate
secretarial matters. As Sir Seaman Kwok was first appointed as the
company secretary of a Hong Kong Hang Seng Index constituent stock
company in 1991 and has been acting in such capacity for a number of
other reputable companies listed on the Stock Exchange at a substantial
amount of time since then, he was not required to have at least 15 hours
of relevant continuous professional training under the Listing Rules for
each of the five conservation years from 2012. Sir Seaman Kwok has
undertaken 15 hours of relevant professional training in compliance with
Rule 3.29 of the Listing Rules during the Year.
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DIVIDEND POLICY
The Company adopted the Dividend Policy on 31 December 2018.

According to the Dividend Policy, in deciding whether to propose any
dividend payout and/or determining the amount of any dividend to be
paid, the Board will take into account, amongst other matters:
(@) the Group's actual and expected financial performance;

(b) interests of shareholders of the Company;

(c) retained earnings and distributable reserves of the Company and
each of the other members of the Group;

(d)  the level of the Group's debts to equity ratio, return on equity and
financial covenants to which the Group is subject;
(e) possible effects on the Group's creditworthiness;

() any restrictions on payment of dividends that may be imposed by
the Group's lenders;

(@) the Group's expected working capital requirements and future
expansion plans;

(h)  liquidity position of the Group and any future commitments at the
time of declaration of dividend;

(i) taxation considerations;

() statutory and regulatory restrictions;

(k) general business conditions and strategies;

() general economic conditions, business cycle of the Group’s business
and other internal or external factors that may have an impact on the
business or financial performance and position of the Company; and

(m) other factors that the Board deems appropriate.

The declaration and payment of dividends shall be subject to all applicable

laws and regulations, including but not limited to the Companies

Ordinance and the Memorandum and Articles .

The Company will review the Dividend Policy from time to time and

reserves the right in its sole and absolute discretion to update, amend and/
or modify the Dividend Policy at any time.
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SHAREHOLDERS’ RIGHTS

To safeguard Shareholders’ interests and rights, a separate resolution is
proposed for each substantially separate issue at general meetings of the
Company (the “General Meetings”), including the election of individual
Directors. All resolutions put forward at General Meetings will be voted on
by poll pursuant to the Listing Rules and poll results will be posted on the
respective websites of the Stock Exchange and the Company after each
General Meeting.

Convening an Extraordinary General Meeting by Shareholders

Pursuant to article 58 of the Articles of Association, any one or more
Shareholders 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 shall at all times have the right, by written
requisition to the Board or Company Secretary, to require an extraordinary
general meeting to be called by the Board for the transaction of any
business specified in such requisition; any such meeting shall be held
within two (2) months after deposit of such requisition; and if within
twenty-one (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.

Putting Forward Proposals at General Meetings

There are no provisions in the Articles of Association or the Law for the
Shareholders to move new resolutions at General Meetings. Shareholders
who wish to move a resolution may request the Company to convene a
General Meeting in accordance with the procedures set out in the
preceding paragraph.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board, Shareholders may send
written enquiries to the Company. The Company will not normally deal
with verbal or anonymous enquiries.

Shareholders may send their enquiries or requests as mentioned above to
the following:

Company Secretary

Apex Ace Holding Limited
Units 2-3, 1/F

Sun Cheong Industrial Building
1 Cheung Shun Street
Kowloon, Hong Kong
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For the avoidance of doubt, Shareholders must deposit and send the
original duly signed written requisition, notice or statement, or enquiry (as
the case may be) to the above address and provide their full name, contact
details and identification in order to give effect thereto. Shareholders’
information may be disclosed as permitted by law.

COMMUNICATION WITH SHAREHOLDERS AND INVESTORS/
INVESTOR RELATIONS

The Company considers that effective communication with Shareholders
is essential for enhancing investor relations and investor understanding of
the Company’s business performance and strategies. The Company
endeavours to maintain an on-going dialogue with the Shareholders and
in particular, through AGMs and other General Meetings. At the AGM,
Chairman and chairman of the Board committees (or their delegates as
appropriate) are available to meet the Shareholders and answer their
enquiries.

The Company maintains a website at www.apexace.com as a
communication platform with the Shareholders and investors, where the
financial information and other relevant information of the Company are
available for public access.

Constitutional Documents

During the Year, the Company has not made any changes to its
Memorandum and Articles. An up-to-date version of the Memorandum
and Articles is available on the respective websites of the Stock Exchange
and the Company.
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The Board is pleased to present the report of the Directors together with
the audited consolidated financial statements of the Group for the Year.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
Subsidiaries are principally engaged in the sales of electronic components,
and sales and integration of storage systems. The Shares were initially listed
on the Main Board of the Stock Exchange on the Listing Date. Segment
analysis of the Company for the Year is set out in note 6 to the
consolidated financial statements. A list of the Subsidiaries, together with
their places of incorporation, principal activities, place of operation and
particulars of their issued shares/registered share capital, is set out in note
27 to the consolidated financial statements.

FINANCIAL RESULTS

The results of the Group for the Year are set out in the consolidated
statement of profit or loss and other comprehensive income on pages 78
and 79 of this Annual Report.

SUMMARY FINANCIAL INFORMATION

A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on page 166 of this Annual Report.

SHARE CAPITAL

Details of the movement in the share capital of the Company during the
Year are set out in note 24 to the consolidated financial statements.

FINAL DIVIDEND

The Board has resolved not to recommend the payment of a final dividend
for the Year (2018: 0.6 HK cent per Share).

BUSINESS REVIEW AND PERFORMANCE
Review of our Business and Performance

A discussion and analysis of the performance of the Group using financial
key performance indicators during the Year and the key factors affecting its
results and financial position are set out in the section headed
“Management Discussion and Analysis” of this Annual Report.

Information about a review of, and an indication of likely future
development in, the Group’s business is set out in the “Chairman’s
Statement” and “Management Discussion and Analysis” of this Annual
Report.

Particulars of Important Events

Since 31 December 2019, being the end of the financial year under review,
no important event has occurred affecting the Group.
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RISK MANAGEMENT

The following section lists out the key risks and uncertainties faced by the
Group. It is a non-exhaustive list and there may be other risks and
uncertainties further to the key risk areas outlined below. Besides, this
Annual Report does not constitute a recommendation or an advice for
anyone to invest in the securities of the Company and investors are
advised to make their own judgment or consult their own investment
advisors before making any investment in the securities of the Company.

Financial risks

Details on the financial risks on foreign currency, credit on trade
receivables, liquidity and interest rate facing the Group on its operation
can be referred to note 30 to the consolidated financial statements.

Seasonality of products demand

Our Group's business is generally seasonal in nature. It is possible that
seasonality in demand for our customers’ products might affect our
Group's sales in the future. Market conditions faced by our customers may
be volatile and are beyond the control of the Group. Future downturns in
the end markets of our customers may affect the business of our Group.

Reliance on major customers and suppliers

Our stable relationship with our major customers and suppliers enables
our business to achieve stable revenue and profitability levels. On the other
hand, if there are any changes in such relationship, which may lead to
withdrawals, cancellations or terminations of transactions, the Group’s
performance and business growth may be adversely affected.

Evolvement in information technology

Our Group operates in a highly competitive industry which faces rapid
changes in market trends, consumer preferences and constantly evolving
technological advances in hardware models, software features and
functionalities. The ongoing changes in technology require us to
constantly incorporate new features or technology into our sensitivity and
adaptability to market demand and/or services in order to cope with the
evolving environment and customer demands.

Future economic and political policies of the PRC government

The development of PRC’s economy is based on many factors, including
but not limited to structure of economy, government involvement, control
of foreign exchange, allocation of resources and capital investment.
However, any of such changes to the economic and political strategies and
policies of the PRC government may have an adverse impact on the overall
global economy and affect all the industries in which the Group operates.
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Future economic and political uncertainties in the world

Economic and political uncertainties in the world resulted from major
events such as Brexit, the U.S. presidential election or terrorist attack events
may have short-term and long-term effects on the global economy and
the performance of the global capital markets, which in turn may adversely
impact the performance of the Group.

Performance history and forward-looking statements

The performance and the results of the operations of the Group as set out
in this Annual Report are historical in nature and past performance is not a
guarantee of future performance. This Annual Report may contain forward-
looking statements and opinions that involve risks and uncertainties.
Actual results may also differ materially from expectations discussed in
such forward-looking statements and opinions. Neither the Group nor the
Directors, employees or agents of the Group assume any obligations or
liabilities in the event that any of the forward-looking statements or
opinions does not materialize or turns out to be incorrect.

ENVIRONMENTAL POLICIES AND PERFORMANCE

It is our corporate and social responsibility in promoting a sustainable and
environmental friendly environment. Our Group does not engage in the
manufacturing of products and does not have any production facilities.
The inventories are kept at our Group's storage and warehousing facilities
situated inside the headquarters’ office unit. Therefore, our Group is not
subject to significant health, safety or environmental risks. In addition, the
Group has implemented environmental protection measures and has also
encouraged staff to be environmental friendly at work by consuming the
electricity and paper according to actual needs, so as to reduce energy
consumption and minimize unnecessary waste. During the Year, our Group
had not been subject to any fines or other penalties due to non-
compliance with health, safety or environmental regulations.

Compliance with Laws and Regulations

Our operations are mainly carried out by the Subsidiaries in Hong Kong
and China while the Company itself is listed on the Stock Exchange. Our
operations shall comply with relevant laws and regulations in China and
Hong Kong.

During the Year and up to the date of this report, the Group has complied
with all the relevant laws and regulations in China and Hong Kong in all
material respects.
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Relationship with Employees, Customers and Suppliers

The Group is constantly aware of the importance of maintaining a good
relationship with its employees, customers and suppliers to meet its
immediate and long-term business goals. We encourage employees to
strengthen their knowledge of the industries in which the Group operates
and attend courses or training sessions to improve their relevant industry
and technical knowledge. The Group also maintains ongoing
communications with its employees, customers and suppliers through
various channels such as regular meetings, calls and emails in order to
allow employees to contribute to the development of the Group, deliver
better customer services to our clients and obtain better services and
cooperation from our suppliers.

DONATIONS

Donations made by the Group during the Year for charitable and
community purposes amounted to HK$234,000 (2018: HK$1,234,000).

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption available to
Shareholders by reason of their holding of the Company’s securities.

RESERVES

Details of the movements in the reserves of the Group during the Year are
set out in the consolidated statement of changes in equity for the Year on
page 82 of this Annual Report.

DISTRIBUTABLE RESERVES

As of 31 December 2019, the Company’s distributable reserves calculated
in accordance with the Law amounted to HK$104.5 million.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements of our property, plant and equipment during the
Year are set out in note 14 to the consolidated financial statements.

USE OF PROCEEDS FROM INITIAL PUBLIC OFFERING

The Company was listed on the Stock Exchange on the Listing Date with
net proceeds received by the Company from the Global Offering in the
amount of approximately HK$116.9 million after deducting underwriting
commissions and all related expenses and before the exercise of
overallotment option (the “Net Proceeds”). The Net Proceeds will be used
in the manner consistent with that was mentioned in the section headed
“Future Plans and Use of Proceeds” of the Prospectus. Please refer to
section headed “Management Discussion and Analysis” of this Annual
Report for the utilisation of the Net Proceeds for the Year.
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RESTRICTED SHARE AWARD SCHEME

The Company has adopted the Restricted Share Award Scheme to
recognise the contribution by the Group’s personnel and to increase their
incentives in working for the continual operation and development of the
Group; and to attract suitable personnel for further development of the
Group. The Restricted Share Award Scheme was adopted by the Board on
30 August 2019 (the “Adoption Date”) and shall be valid and effective for a
term of ten (10) years commencing on the Adoption Date. Since the
Adoption Date and up to 31 December 2019, no Share has been awarded
under the Restricted Share Award Scheme.

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

The Company did not redeem any of its Shares listed on the Stock
Exchange nor did the Company or any of its subsidiaries purchase or sell
any of such Shares during the Year.

DIRECTORS

The Directors during the Year and up to the date of this Annual Report are:

Executive Directors:

Mr. Lee Bing Kwong (Chairman and CEO)

Mr. Lo Yuen Kin

Ms. Lo Yuen Lai (appointed on 22 March 2019)

INED:s:

Mr. Cheung Siu Kui
Mr. Yim Kwok Man
Dr. Chow Terence

Biographical details of the Directors are set out in “Biographies of Directors
and Senior Management” of this Annual Report. In accordance with the
Articles of Association, Mr. Lo and Mr. Yim shall retire at the forthcoming
AGM and being eligible, have offered themselves for re-election thereat.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors offering for re-election at the forthcoming AGM has
a service contract with the Company, which is not terminable within one
year without payment of compensation other than statutory
compensation.

REMUNERATION POLICY

The remuneration policy of the employees of our Group has been set up
by the Remuneration Committee on the basis of their merit, qualifications
and competence. The remuneration of the Directors is recommended by
the Remuneration Committee, having regard to the Company’s operating
results, individual performance and comparable market statistics. The
Company has adopted the Share Option Scheme and the Restricted Share
Award Scheme as incentives to the eligible participants.
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DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS
AND CONTRACTS OF SIGNIFICANCE AND COMPETING
BUSINESS

Save as disclosed under note 28 “Related Party Transactions” to the
consolidated financial statements, no transactions, arrangements and
contracts of significance (as defined in Appendix 16 to the Listing Rules) to
which the Company or its holding company or any of its subsidiaries or
fellow subsidiaries was a party and in which a Director, an entity connected
with the Director or Controlling Shareholder or its subsidiaries (other than
members of the Group) had a material interest, whether directly or
indirectly, during the Year and up to the date of this report.

As of 31 December 2019, none of the Directors was interested in any
businesses apart from our business which competed or was likely to
compete with our business, either directly or indirectly or would otherwise
require disclosure under Rule 8.10 of the Listing Rules.

RELATED PARTY TRANSACTIONS

Details of the related party transactions were set out in note 28 to the
consolidated financial statements. These related party transactions
constituted continuing connected transactions exempted from the
reporting, announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules. In the opinion of the
Directors, the related party transactions were carried out in the normal
course of business and at normal commercial terms negotiated between
the Group and the respective related parties.

CONTRACT OF SIGNIFICANCE

Save as disclosed in this report, at no time during the Year had the
Company or any of the Subsidiaries entered into any contract of
significance with the Controlling Shareholder or any of its subsidiaries, nor
had any contract of significance been entered into for the services
provided by the Controlling Shareholder or any of its subsidiaries to the
Company or any of the subsidiaries.

CONNECTED TRANSACTION

The Directors confirm that save as disclosed in the section headed “Related
Party Transactions” of this report above, none of the related party
transactions constituted connected transactions or continuing connected
transactions under Chapter 14A of the Listing Rules that is required to be
disclosed. Save as disclosed in note 28 to the consolidated financial
statements, the Group had not entered into any connected transactions or
continuing connected transactions which are required to be disclosed in
this report pursuant to the Listing Rules during the Year.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES

AND UNDERLYING SHARES AND DEBENTURE

As at 31 December 2019, the interests or short positions of the Directors
and the chief executives of the Company in the shares, underlying shares
and debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO), which were required: (i) to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they were taken
or deemed to have under such provisions of the SFO), (i) pursuant to
section 352 of the SFO, to be entered in the register referred to therein (the
“Register”), or (iii) to be notified to the Company and the Stock Exchange

pursuant to the Model Code, were as follows:

Long positions
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Number of Shares held

FisRB#E
Percentage of
issued
Number of shares of the
Name of Companies Personal Corporate Family Other  underlying companies
Directors concerned Capacity interest interests interests interest  Shares held Total concerned
EEHAR
AN B#T
EEpE  BHAR 56 EPN 5 ARER EYT 5 Hit#Es HERGHE a2t RBESHE
Mr. Lee the Company Interest of a controlled - 750,000,000 - - - 750,000,000 75%
corporation (Note 1)
FhE /NG| R B R (BzE1)
Best Sheen (Note 2)  Beneficial owner 1 - - - - 1 100%
=2 (M 2) EnfEA
Ms. Lo the Company Interest of spouse - - 750,000,000 - - 750,000,000 75%
(Note 1)
Ext /NG| fie s (FitzE1)
Notes: P EE

These Shares are registered in the name of Best Sheen, a company wholly
owned by Mr. Lee, the Chairman and the CEO and an executive Director. As
Mr. Lee controls more than one-third of the voting power of Best Sheen, by
virtue of the provisions in Part XV of the SFO, Mr. Lee is deemed to be
interested in all the Shares held by Best Sheen. Ms. Lo is the wife of Mr. Lee
and is, therefore, deemed to be interested in the Shares in which Mr. Lee is
interested in under the SFO.

Best Sheen is interested in 75% of the issued Shares and, accordingly, is the
holding company of the Company within the meaning of the SFO.
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Save as disclosed above, as at 31 December 2019, so far as is known to the
Directors, none of the Directors and the chief executives of the Company
had or were deemed to have any interest or short positions in the shares,
underlying shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO), which were
required (i) to be notified the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions in which they were taken or deemed to have under such
provisions of the SFO), (i) pursuant to section 352 of the SFO, to be entered
in the Register; or (iii) to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

So far as is known to the Directors and the chief executives of the
Company, as at 31 December 2019, the following corporation (other than
a Director or the chief executives of the Company) which had interests or
short position in the Share and underlying Shares, which were required to
be disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to be
kept under section 336 of the SFO were as follows:
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BEFEE W R AEE EMERIOAR - M
HORBEBHFREERGIZEXVERE 7 K 8n &
ERHMANE MR (RIEREFES LT
1&BIB BB U F 8 fEs i A B R
KB ()IRIBEF KB E BRI ZE 352K A
Bt ki BIEFEESTRIAE AR Q A R
RFT °

TERRRRGORERROOER AR

RESRARAESTRABHNM  R=F
—NE+-A=1+—08  BEZL5RPEEH
FEXVEFE 2 R 3D B RESEM AR B EE
IR EESF LS EOEBELEABEEE
EMHAR(—REBERARFRSITHRAR
BRON) RARR 1D R ABRERR (D R HE B MR SOAX A
o

Name of substantial Capacity/ Number of Percentage of
shareholder Nature of interest Shares held (Note ! issued Shares
FTERRER 5, Mg FriERRHE B WY (fERTROBESHL
Best Sheen Nete2) Beneficial owner/Personal interest 750,000,000 75%

{i;%(ﬁﬁ%ﬂ)

BEamEA A EAER

Notes:
1. These represent the entity’s long position in the Shares.

2. The entire issued share capital of Best Sheen is held by Mr. Lee, the Chairman,
the CEO and an executive Director.

Save as those disclosed above, as at 31 December 2019, the Directors and
the chief executives of the Company are not aware of any other person or
corporation having an interest or short positions in the Shares or
underlying Shares, which would be required to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which were recorded in the register required to be kept by the
Company under section 336 of the SFO.
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SHARE OPTION SCHEME

The Company adopted the Share Option Scheme pursuant to a resolution
in writing passed by the Shareholders on 15 February 2018 as incentives or
rewards for eligible participants who contribute to the Group.

No share options have been granted since the Listing Date. Therefore, no
share options were granted, exercised or cancelled or lapsed during the
Year and there were no outstanding share options under the Share Option
Scheme as at 31 December 2019. The total number of Shares in respect of
which share options may be granted under the Share Option Scheme shall
not in aggregate exceed 100,000,000 Shares, being 10% of the total
number of Shares in issue as at the date of this Annual Report. A summary
of the major terms of the Share Option Scheme are as follows:

(i) Purposes
The purpose of the Share Option Scheme is to enable the Group to
grant options to selected participants as incentives or rewards for
their contribution to our Group. The Directors consider that the
Share Option Scheme will enable the Group to reward the
employees, the Directors and other selected participants for their
contribution to our Group.

(ii) Participants

The following persons of the Company, any member of the Group or
an entity in which the Group holds an equity interest may be invited
by the Directors to take up options to subscribe for Shares at the
Directors” absolute discretion:

(@) employees and directors;
(b)  suppliers and customers;

(c) persons or entities that provide research, development or
other technological support;

(d)  holders of any securities;

(e)  advisers (professional or otherwise) or consultants to any area
of business or business development; and

() any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliance or other business arrangement to the
development and growth of the Group.
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(iii)

(iv)

(v)

(vi)

48

Maximum number of Shares

The maximum number of Shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme shall
not in aggregate exceed 10% of the Shares in issue as at the Listing
Date (i.e. 100,000,000 Shares).

Maximum entitlement of each participant

The total number of Shares issued and to be issued upon exercise of
the options granted to each participant, including a Director or the
chief executive of the Company who accepts the offer for the grant
of an option under the Share Option Scheme in any 12-month
period shall not exceed 1% of the number of the issued Shares. Any
further grant of options in excess of this limit is subject to the
Shareholders” approval in a general meeting.

Where any grant of options to a Substantial Shareholder or an INED,
or to any of their respective associates, in excess of 0.1% of the
Shares in issue at the date of grant and with an aggregate value
(based on the closing price of the Shares at the date of each grant) in
excess of HKS5 million, within any 12-month period, is subject to the
Shareholders' approval in a general meeting.

Options granted to a Director, chief executive of the Company or
Substantial Shareholder, or to any of their respective associates, are
subject to approval by the INEDs.

Time of acceptance and exercise of option

An offer of options may be accepted by a participant within 21 days
from the date of the offer of grant of the options. Unless otherwise
determined by the Directors and stated in the offer, a grantee is not
required to hold an option for any minimum period nor achieve any
performance targets before the exercise of an option granted to him.

Subscription price for Shares and consideration for the
option

The subscription price for Shares will be a price determined by the
Directors, but shall not be less than the highest of (i) the closing price
of Shares as stated in the Stock Exchange’s daily quotations sheet on
the date of the offer of grant; (i) the average of the closing prices of
Shares as stated in the Stock Exchange’s daily quotations sheet for
the five trading days immediately preceding the date of the offer of
grant; and (jii) the nominal value of the Shares.

A nominal consideration of HK$1.00 is payable by the grantee on
acceptance of the grant of option.
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(vi)
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(vii) Period

The Share Option Scheme will remain in force for a period of 10 years
commencing on 16 March 2018, the date on which the Share Option
Scheme became effective.

EQUITY-LINK AGREEMENTS

No equity-linked agreement that would or might (i) result in the Company
issuing Shares, or (ii) require the Company to enter into an agreement that
would or might result in the Company issuing Shares, was entered into by
the Company during the Year or subsisted at the end of the Year.

NON-COMPETITION UNDERTAKING BY CONTROLLING
SHAREHOLDERS

Mr. Lee, through his interest in Best Sheen, is interested in 75% of the
issued Shares. As such Mr. Lee and Best Sheen are the Controlling
Shareholders. The Controlling Shareholders have confirmed that they had
been in compliance with all the undertakings provided under the deed of
non-competition dated 15 February 2018 and signed by Mr. Lee and Best
Sheen in favour of the Company (the "Deed of Non-competition”), since
the signing of the Deed of Non-competition and up to 31 December 2019.
Details of the Deed of Non-competition are set out in the section headed
“Non-competition Undertaking” in the Prospectus. There are no matters
which required to be deliberated by the INEDs in relation to the
compliance and enforcement of the Deed of Non-competition and they
considered that the terms of the Deed of Non-competition have been
complied with by the Controlling Shareholders.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, as at the date of this report, the
Company has maintained sufficient public float (i.e. at least 25% of the
issued Shares being held by the public) as required under the Listing Rules.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the laws of the
Cayman Islands (place of incorporation of the Company) or under the
Articles of Association, which would oblige the Company to offer new
Shares on a pro-rata basis to its existing Shareholders.

CORPORATE GOVERNANCE

The Company has adopted the code provisions as set out in the CG Code.
The Board considered that during the Year and up to the date of this
Annual Report, the Company has complied with the applicable code
provisions set out in the CG Code except for those disclosed in the
Corporate Governance Report included in this Annual Report. For details,
please refer to the “Corporate Governance Report” on pages 21 to 38 of
this Annual Report.
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MANAGEMENT CONTRACT

No contracts, other than the employment contracts of the executive
Directors, concerning the management and administration of the whole or
substantial part of the business of the Company were entered into or in
existence as at 31 December 2019 or at any time during the Year .

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles of Association, every Director shall be entitled to
be indemnified out of the assets of the Company against all losses or
liabilities which he/she may sustain or incur in or about the execution of
the duties of his/her office or otherwise in relation thereto. The Company
has arranged for appropriate insurance cover for the Directors’ and officers’
liabilities in respect of legal actions against its Directors and senior
management arising out of corporate activities during the Year and the
indemnity provision and Directors’ and officers' liability insurance remained
in force during the Year and as at the date of this report.

MAJOR CUSTOMERS AND SUPPLIERS

For the Year, the five largest customers of the Group comprised 49.7% by
value of our total sales during the Year, with the largest customer
accounted for 13.9%. For the Year, the five largest suppliers of the Group
comprised 88.6% by value of our total purchases during the Year, with the
largest supplier accounted for 40.0%.

None of the Directors, their Close Associates or a Shareholder (which to the
knowledge of the Directors owns more than 5% of the number of issued
Shares) has an interest in any of our five largest customers and suppliers.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as otherwise disclosed in this Annual Report, at no time during the
Year was the Company or any of its holding company, subsidiaries or
fellow subsidiaries a party to any arrangements to enable the Directors of
the Company to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body corporate.

EVENT AFTER THE REPORTING PERIOD

Other than the matters outlined elsewhere in this Annual Report, there
have been no matters that have occurred subsequent to 31 December
2019 which have significantly affected, or may significantly affect the
Group's operations, results or state of affairs in future years.
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ointment. A resolution
raham H. Y. Chan & Co. as the Independent

S HESREE R R AE A RER
VEEHEE - BB HEEHAE
TRBH RS RSN EER R AE AR 2

or will be proposed at the forthcoming AGM.

On behalf of the Board

Lee Bing Kwong
Chairman

Hong Kong, 27 March 2020
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ABOUT THE REPORT

The Company is pleased to present the 2019 ESG Report to provide an
overview of the Group’s management of significant issues affecting the
operations, including ESG issues.

Reporting Period

The Report illustrates the policies and performance regarding the
environmental and social aspects in the Reporting Period.

Reporting Scope and Boundaries

The Report focuses on the two principal business divisions, namely, trading
of (i) digital storage products and (i) general components. The reporting
boundary includes sites of operations' in Hong Kong and Shenzhen. In the
Year, there was no material changes to the reporting scope and
boundaries. The Group will continuously upgrade its internal data
collection procedures and gradually expand the scope of the disclosure.

Reporting Basis

The Report is prepared in accordance with the ESG Reporting Guide as set
out in Appendix 27 to the Listing Rules on the Stock Exchange and on the
basis of the four reporting principles — materiality, quantitative, balance
and consistency:

“Materiality” Principle:

The Group determines material ESG issues by stakeholder
engagement and materiality assessment. Details are explained in
section headed “Materiality Assessment”.

“Quantitative” Principle:

Information is presented with quantitative measure, whenever
feasible, including information on the standards, methodologies,
assumptions used and provision of comparative data.

“Balance” Principle:
The Report identifies the achievements and changelings faced by
the Group.

“Consistency” Principle:

The Report uses consistent methodologies for meaningful
comparisons in the following years unless improvements in
methodology are identified.

! The sites of operations refer to the warehouse and office in Hong Kong and
the office in Shenzhen. They are operated by the Company’s subsidiaries
Ascent Way International Limited, AVT International Limited and Shenzhen
Lisigao Electronics Company Limited* GRYIIBET = EF AR A7)

* The English name is translated for identification purpose only
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The Report has complied with all “comply or explain” provisions and
reported on selected recommended disclosures outlined in the ESG
Reporting Guide.

The information contained herein is sourced from internal documents and
statistics of the Group, as well as the combined control, management and
operations information provided by the subsidiaries in accordance with
the Group’s internal management systems. The Report is prepared and
published in both Chinese and English at the Stock Exchange’s website
(www.hkexnews.hk) and the Company’s website (http://apexace.com/). In
the event of contradiction or inconsistency between the Chinese version
and the English version, the English version shall prevail.

Confirmation and Approval

The Report has been confirmed and approved by the Board on 27 March
2020.

Information and Feedbacks

The Group values the opinion of stakeholders. If you have any questions or
suggestions regarding the content of this Report, please contact the Group
through the following channels:

Address Units 2-3, 1/F, Sun Cheong Industrial Building,
1 Cheung Shun Street, Kowloon, Hong Kong

Email  enquiry@apexace.com

Tel +852 37250102

Fax +852 2401 2105

ESG GOVERNANCE STRUCTURE

The Group is committed to integrating environmental, social and
governance factors into its operations in order to create sustainable value
for stakeholders and take up the responsibilities as a corporate citizen. The
Group has established an ESG Working Group. The ESG Working Group is
composed of core members of the Group and is responsible for facilitating
the adoption of ESG strategies and policies throughout the Group,
collecting information related to ESG and other relevant tasks. The ESG
Working Group reports to the audit committees on the implementation of
ESG initiatives and the performance of the sites of operations regularly.

The Board is responsible for the evaluation and determination of the
Group's ESG-related risks and ensuring that the Group has established an
applicable and effective system to manage and internally control ESG-
related risks.
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STAKEHOLDER ENGAGEMENT

Stakeholders’ opinion provides a solid foundation for the Group’s
sustainable development and success. The stakeholder engagement helps
the Group to develop a business strategy that meets the needs and
expectations of stakeholders, enhances the ability to identify risks and
strengthens important relationships. Stakeholders can express their
opinions on environmental, social and governance aspects through various
channels. The relevant stakeholders of the Group and their engagement
platforms are as follows:

Stakeholders
B0 E

Engagement Platforms

sRTA

FhESR
FNENERRASERFHERRNKINEE
BENER - KHE2ERBEYPAEEHETE
FOEFEZRMENEBHRE  ESEMIAR
MBEN MR ERMAR - HHE A BASER
BREWRE HEREETENER - AF
EmERSHERESETRT

Government and regulatory agencies

Annual reports, interim reports, environmental, social and governance

reports and other public information

B R EEE#E Fii - PHIWME RN G REAREANEMARER
Shareholders and investors Annual general meetings and other general meetings of shareholders
BRREREE BRIFBFRE MEMBRAS

Company website

NIEEN

Press release and announcements

MEREAE

Annual reports, interim reports, environmental, social and governance
reports and other public information

Fif - PHITRSE

RIE - HBREAREUALEMA

Peer Industry Exhibition and trade fair

GES RENREIRES
Employee Training
== =g
Community services
ZanyiE
Customer Exhibition and trade fair
BF RENESHRES
Regular visits
EHERD
Supplier Supplier selection
HrEm e EE
Exhibition and trade fair
RENESRES
Regular visits
E &R
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MATERIALITY ASSESSMENT

The Group identifies issues for disclosure in the Report through materiality
assessment. By considering the dependence and influence on the Group
of the stakeholders and the resources availability of the Group, our
management has identified key stakeholders and conducted a survey with
them. They have expressed their opinions and recommendations on the
sustainability issues related to the Group’s operations.

Consolidating the results from materiality assessment, the Group has
identified the materiality level for the issues based on the relative
importance of the issues to the business and the importance to
stakeholders.

Materiality Level ESG Issues
ERMEE RS HEREREE

EEMFME

AR ERIBE B AT fh R A S e
B o BERBFMEUAKRENKBREZEAR
AEENERAAMR  EEECHAERR
MELAEETHAE - RECHAEELEN
AR EERAERRRERLRIEHES

AEEFEBEA BN TIEER  RREEY
EB AL EE LR U155 0 E B MR
HENEEILE -

Priority Community Investment
BE HEKE
Development and Training
TR KIE
Employment

(=]

Moderate Health and Safety

HE REREZ 2
Supply Chain Management
HIERE IR
Product Responsibility
EmaE
Anti-corruption
RES
Labour Standards
& TR

Important Use of Resources
BEZ BIRERA
Emissions

BER

The Environmental and Natural Resources

RIEMNAARER
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ENVIRONMENTAL ASPECTS RIBEM

Environmental sustainability is a key focus of the Group's corporate social IREBEMAIFERAEBCELSETHNED -
responsibility. The Group has formulated the Environmental Protection ~ AN&EEE HIFTRRHEZH - WRBHRER
Policy Statement to demonstrate its determination to protect the — 3EAJRL ©

environment.

Emissions BERk
Since the business activities covered by this Report mainly involve office EEE’\ZIKiﬁ MENEBEDEESRPAEE
operations, there was no emission that would have significant BN e EAEHIRIEERBEE T ENEE

environmental impacts other than Greenhouse Gas (“GHG") produced Bﬁl EREAEREEEANAERE (RS
indirectly in the course of electricity consumption. Domestic wastewater 82 |) Bro) o NEBAEER B FHEEEKES
produced by the Group was sent through a local pipe network to a sewage & & PN E 57K BR IR R ©

treatment plant.

The Group is committed to the following: REBBAONRATERE :

—  Minimize emissions of air pollutants and GHGes; — BRERLERSEVAREREAHER

— Adopt internationally recognized standards or equivalent local — EFGEMEEELERHREREHN
standards in assessing and disclosing the emissions of GHGes in its B RABEBRARNRENFASZH T
operations; BE

—  Prevent and minimize hazardous and non-hazardous waste; and — BIEFMRSEEEEDMEZERY

54

—  Properly discharge hazardous and non-hazardous waste produced in ~ — ZEFBHLETEANAEZTEZYM

its operations. BEREZEY -

As the Group's business activities mainly involve office operations with no R ANEBNEK TR ETES RPAETLEM
material manufacturing of products, there are no significant environmental — If % 8 X 2~ Sli% & RIE(E Ittlﬂéﬁi&ﬁ
laws and regulations that have a significant impact on the Group. FERENEAEREEEETE
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GHG Emissions

To control the GHG emissions, the Group has adopted policies on efficient
use of energy as described in the section headed “Use of Resources” below
and will continue to assess, record and disclose its GHG emissions and
other environmental data on a yearly basis. The performance indicators are
as follows:

BEREHERK

REFAEREBHOER AKREERATX
[EIREM ] —EIpTl A BB e A BEIR 2 X
R YHREESFFE CHEERFEHLRER
BUM R EMRERE - @EFEOT

GHG Emissions? Unit 2019 2018
BERBHRC By —E-hF —E-N\F
Scope 13 tonnes CO,-equivalent 27.27 0
HE— AL HRE & - LANERT

Scope 2 ¢ tonnes CO,-equivalent 65.88 53.7
&E— “SULIRE S - LABAGT

Scope 3° tonnes CO,-equivalent 669.74 293
gE= — S EE - AN

Total Emissions tonnes CO,-equivalent 762.89 83.0
mEEE —SbHREE - PANAET

Intensity tonnes CO,-equivalent/ft? 0.044 0.005
e —EREE - AR AR

During the Reporting Period, the increase of GHG emissions was caused by
the increase of business air travelling. It is also the main source of our GHG
emissions. Air travelling is important for us to explore new business
opportunities and maintain relationship with our existing clients. We will
continue to keep track of employees’ business travelling and the
corresponding GHG emissions. The Group will encourage the employees
to make uses of phone or video conferencing to reduce emissions from air
travel.

2 The GHG emissions is estimated with reference to The GHG Protocol
Corporate Accounting and Reporting Standard published by World
Resources Institute and World Business Council for Sustainable Development,
2019 Sustainability Report issued by China Light and Power Co. Ltd. and
2011-2012 Regional Power Grid Average CO2 Emission Factors in China
guideline published by the National Development and Reform Commission
of the People’s Republic of China.

3 Scope 1: The direct emission from the business operations owned or
controlled by the Group, including the fuel consumption from mobile
vehicles

4 Scope 2: The “indirect energy” emissions from the internal purchased

electricity consumption by the Group

R Scope 3: Other indirect emissions that occur outside the Group, including
emissions from business air travel only.
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Wastes

The wastes generated from sites of operations are generally domestic
wastes, office paper, paper board and toner. We have engaged with
recycling companies to recycle the wastes. The details of the wastes
generated are as follows:

=27

BEMHBELNBEMBTEERERY BAE
PR - AR RS - IR I EU A R LA
BEY) - FREERBEMFBOT

Wastes Treatment Method Unit 2019 2018
&Y BRER* By —E-NF —E-N\F
General Unclassified Wastes Disposed to Landfill 288.0 288.0
—MRAR D KRREY) HIHREE 15
Office Paper Recycled or Reused 287.0 11.5
WA=RR B sk B A A T
Paper Board Recycled or Reused 48.0 51.0
AR Bl sk B A FTr
Toner Recycled 2.0 30
el BIREA T

To reduce paper consumption, we encourage our employees to:

Reuse envelopes and folders for sending internal documents and
letters; and

Adopt electronic communication and filing.

The Group will continuously monitor the GHG emissions and waste
production to see if any detailed measures can be formulated in the future
for more effective management of emissions.

Use of Resources

The Group is well aware that reasonable use of resources is essential to
sustainable development. The Group is committed to the following:

Adopt the principles of reduce, reuse and recycle to increase the
consumption efficiency of energy, paper, water, high-quality plastic
stretch film (packaging materials) and other resources in its business
operations;

Nurture the culture of environmental protection within the Group to
increase the environmental awareness of employees;

Formulate achievable and measurable goals with regard to
environmental protection;

Maintain continuous communication with employees with regard to
environmental protection policies; and
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Regularly review the implementation of the Environmental
Protection Policy Statement to ensure effective execution.

The Group seeks to encourage its employees to adopt efficiency measures
in the use of lighting, computer, water, paper and packaging materials.

Energy Management

The major energy source is electricity. The Group has implemented various
measures to mitigate the consumption regarding the use of lighting, air
conditioner and computer.

Lighting
Switch off unnecessary lighting in public areas (such as reception

area, pantry, lavatory and corridors) during less busy hours (such as
lunch-time and non-business hours);

Divide space into zones with the individual lighting control system
to provide flexibility; and

Paint light colours for the office walls and ceilings to reduce
unnecessary lighting.

Air conditioner

Switch off unnecessary air-conditioners during less busy hours (such
as lunch-time and non-business hours);

Switch on the air-conditioner only when the meeting room is
occupied. Switch off the air-conditioner upon leaving the meeting
room; and

Replacing old, inefficient systems with energy-efficient air-
conditioning systems when necessary.

Computer

Adjust the computer setting to activate the standby or hibernation
mode of computers so that the display monitor will switch off
automatically or enter energy saving mode when left idle for a
prescribed period of time;

Adjust the brightness of the display monitor; and

Switch off computers (including the display monitor) after use.
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The details of energy consumption are as follows:

BEROBRERIBLNT ¢

Energy Consumption Unit 2019 2018
BN R B —2-nE| —T-N\F
Total Consumption MWh 221.9 104.0
RS JK LI

Intensity MWh/ft? 0.010 0.006
BE I FLRS SRR

During the reporting period, the increase of energy consumption comes
from our fuel consumption of mobile vehicles and increase of electricity
consumption in our offices.

Water Resource

Water consumption refers to the water usage in washroom and pantry.
The water supply is provided by the third party and managed by the
property management company. Therefore, there is no issue in sourcing
water. The Group has implemented initiatives to control water
consumption as follows:

Turn off the water tap promptly after use; and

When using dual-flush toilets, choose the amount of water for
flushing according to one’s needs and avoid unnecessary flushing.

RIERA - EIRBFIL TR B HAFVIER

KREDBRE R IR A E

KEIR

ESIHFEIEN -

FKEHREF R RTOKEH AKX - fkmE=
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FEKAIEE I

P& BERN R /K BESR © I
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Water Resource Unit 2019 2018
KEIR B —E-hEF —N\F
Total Consumption m? 414 381
RS LA

Intensity® m3/employee 3.39 3.66
mEe MNHKEE

6 As at 31 December 2019, there were 122 employees in the Group. o
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Others

Maintain or replace malfunctioning equipment; and

Give priority to environmentally friendly products or materials in the
procurement process.

The Group plans to adopt more resource saving measures in the future,
such as holding regular internal environmental awareness seminars for
employees, turning off all electrical equipment when not in use at its
offices and warehouses, and conducting regular inspection for water
leaking faucets and toilets.

Packaging Materials

The main packaging materials include label stickers, stretch film and plastic
pallet. The details of the consumption volume are as follows:

Hity
B IREERE - &

ERBBRETELEBRREMBI Y

AEEGE B REMEZEREALERR - Hl
RETERRRABRFEENNE BTH
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E I EKEEE LRI A SIRK

BEMH

FEREMBRIEEHRA - TR R BRI
o BHEEMFBOT

Packaging Material Unit 2019 2018
BHEME By —E-hEF —N\F
Label Stickers tonnes 0.150 0.006
REALA 7
Stretch Film tonnes 0.432 0.570
i fe i1
Plastic Pallet tonnes 0.300 4590
BRI A

The Environment and Natural Resources

Due to the nature of the Group's business, its daily business operations
posed no significant adverse impact on the environment directly. However,
the indirect GHG emissions would aggravate the phenomenon of global
warming. The Group strives to reduce the indirect impact caused by GHG
emissions through various measures mentioned in the sections “Emissions”
and “Use of resources”.

Looking ahead, the Group will continuously assess its environmental risks
so as to formulate appropriate response measures and regularly review
and update its Environmental Protection Policy Statement.
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SOCIAL ASPECTS

The Group abided by all laws and regulations adopted in all sites of
operations and has formulated the Employment and Labour Practices
Policy Statement. The aim of the Employment and Labour Practices Policy
Statement is to provide employees with a workplace that is free of
discrimination and harassment and emphasises diversity, health and safety.

Employment and Labour Practices
Employment

The Group regards talents as a key to corporate success and sustainability.
The Group stipulates in the Employment and Labour Practices Policy
Statement and Staff Handbook that the Group will:

Provide equal opportunities in employment, training and career
development regardless of gender, age, nationality, race, skin colour,
religion, body size, illness, mental or physical disability, family roles,
family composition, sexual orientation, political beliefs or social
status;

Provide employees with internal guidelines in relation to equal
opportunities, discrimination and harassment; and

Create a diverse working environment within the Group.

Remuneration and compensation

The remuneration is determined based on the internal grading structure
and with reference to the employee’s educational or technical
qualifications, experience and degree of responsibility pertinent to the job.
Salary is reviewed and adjusted regularly based on the performance of
employee. Besides, overtime compensation is offered to applicable
employee.

Promotion

Employees are promoted on basis of their performance in the current jobs
and the extent to which they demonstrate the attributes required for the
higher grade. Promotion assessment will be conducted by the Head of
Department or Business Unit and the Head of Human Resources
Department, and finally approved by the authorized Management.

Working hours, rest periods

The Group implements five-day work week for non-shift employees. For
shift employees will work according to shift roster but will be entitled to a
rest day per week. The Group's statutory holidays are entitled to
employees, including public holidays, annual leave, sick leave and
maternity leave.
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Welfare and other benefits

Employees after probation are admitted to the Company’s medical scheme
and are included in the travel and personal accident insurance. Monthly
contributions are made to Mandatory Provident Fund retirement benefit
scheme under the Mandatory Provident Fund Schemes Ordinance of Hong
Kong.

The Group abided by the employment laws and regulations that apply to
its sites of operations, including but not limited to the Employment
Ordinance (Cap. 57), the Employees’ Compensation Ordinance (Cap. 282),
the Minimum Wage Ordinance (Cap. 608), the Occupational Safety and
Health Ordinance (Cap. 509) of Hong Kong and the labour law of the
People’s Republic of China. During the Reporting Period, there were no
cases of non-compliance in relation to compensation, dismissal,
recruitment and promotion, working hours, rest periods, equal opportunity,
diversity, anti-discrimination, and other benefits and welfare.

The Group has been enhancing the related employment policies and
establishing a grievance mechanism to timely manage and respond to
grievance and suggestions raised by employees recently.

Health and Safety

To build a healthy and safe working environment, the Group has stated its
commitment in the Employment and Labour Practices Policy Statement
that it will:

Formulate occupational health and safety measures to minimize the
risk of employees being injured, infected, or exposed to occupational
hazards in the workplace; and

Prepare for emergencies to ensure that the Group can respond in a
timely and effective manner.

The Group abided by the relevant laws and regulations that apply to its
sites of operations, including but not limited to the Occupational Safety
and Health Ordinance (Cap. 509) of Hong Kong. During the Reporting
Period, there were no cases of non-compliance in relation to providing a
safe working environment and protecting employees from occupational
hazards.

The Group established announcements and advertisements related to
occupational health and safety in the workplace. Looking ahead, the Group
will refine its occupational health and safety management system and
organise occupational health training to improve the health awareness of
employees.
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Development and Training

The Group values the employees’ development and training and has
stated in the Employment and Labour Practices Policy Statement that it
will:

Invest in the training and career development of employees;

Provide adequate training opportunities to enhance the knowledge
and skills required for employees to perform their job duties; and

Continuously improve the employment system and create a positive
environment for the career development of employees.

The Group conducted technical product training as well as training on
information technology for all employees. To communicate with its
employees about their career development and performance,
management also held performance review with employees on an annual
basis.

Recently, the Group has been building a system to assess the performance
of employees annually. The Group will periodically review and update its
development and training measures.

Labour Standards

The Group has formulated the Employment and Labour Practices Policy
Statement and prohibits the use of child labour and forced labour. The
Group undertakes timely communication with employees regarding
overtime work arrangements. For example, if there is any need for regular
overtime work, the Group will make forward planning and discussion with
the relevant employees beforehand. Before hiring, various documents
related to the age of applicants are checked to verify his/her age and
identity to avoid child labour and forced labour.

The Group abided by the relevant laws and regulations that apply to its
sites of operations, including but not limited to the Employment
Ordinance (Cap. 57). During the Reporting Period, there were no cases of
non-compliance in relation to child labour and forced labour.

The Group will review the implementation of its Employment and Labour

Practices Policy Statement to ensure effective execution of its practices on
prohibiting child labour and forced labour.
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Operating Practices

The Group abided by laws and regulations that apply to all sites of
operations and has formulated the Supply Chain Management, Product
Responsibility and Anti-corruption Policy Statement in order to manage
environmental and social risks in its daily operations.

Supply Chain Management

The Group believes that proper management of supply chain is essential
to a socially responsible company and is committed to the following:

Stringently select suppliers and review their performance regularly;

Identify environmental and social risks in the supply chain and
formulate corresponding measures; and

Ensure continuous communication with suppliers and provide them
with timely support.

When selecting and sourcing potential suppliers, the Group will take into
account certain factors including (i) the suppliers’ credentials such as, their
backgrounds, production facilities and goodwill; (ii) the features and quality
of the products manufactured by them; (iii) the current and forecasted
demand of the products in the market; (iv) the price and payment terms
offered to the Group; and (v) their technical capability.

The Group has established a risk assessment procedure to identify
environmental and social risks of suppliers and formulate a supplier code
of practice that covers issues of environmental protection and community
care. The Group will continuously review and improve related procedures.

Product Responsibility

The Group is principally engaged in the sales of electronic components
and is committed to the following:

Ensure the quality of our products to safeguard the health and safety
of our clients;

Protect clients’ privacy when collecting, saving, using and sending
personal information of clients;

Formulate remedial measures and contingency plan when there is
client information leakage in a timely and effective manner;

Adopt adequate measures to maintain and protect the Group
intellectual property rights; and

Ensure continuous communication with employees and clients
regarding product responsibility.
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The Group has developed internal quality monitoring standards to ensure
our product safety. For instance, the goods supplied shall be subject to
Restriction of the Use of Certain Hazardous Substances (“‘RoHS") compliant.
Besides, the Group has implemented measures related to product return
and customer privacy protection. The details are illustrated in the following
sections. Issue related to advertising or labelling does not have a significant
impact on the Group's operations.

The Group abided by the relevant laws and regulations that apply to its
sites of operations, including but not limited to the Trade Descriptions
Ordinance (Cap. 362), Personal Data (Privacy) Ordinance (Cap. 486) of Hong
Kong. During the Reporting Period, there were no cases of non-compliance
in relation to health and safety, advertising, labelling and privacy matters
relating to products and services provided.

Quality control and management

Upon the arrival of the products to the Group, items are ascertained to be
delivered in accordance with our purchase orders, namely the type and
quantity of the products. Once the delivery is confirmed, the staff will
conduct visual checks against the products to ensure that the quality is up
to standard, followed by the conduct of performance testing on some
storage system products.

Most products are packaged in vacuum sealed bags, in such
circumstances, only visual inspections would be conducted on these
products. Generally, opened or damaged packaging is not accepted by our
customers, it is thus not feasible for our Group to conduct performance
testing on these products prior to delivery. The product packaging must
be intact to guarantee the authenticity of the products and that the
products have never been tampered with.

The Group also has measures in place to protect the products from being
damaged during the testing process. The Group's quality assurance
technicians are required to wear anti-electrostatic clothing and shoes to
prevent the hardware components from being damaged or destroyed by
electrostatic discharge during the testing.

After the visual inspection, products would be repacked pending delivery
in accordance with the purchase orders issued by our customers.
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Product return policy

The availability of warranties is subject to the decision of the upstream
manufacturers. Where the upstream manufacturers provide warranties to
the Group, we would in turn, provide warranties to our customers. The
Group would subsequently return defective products under warranty to
the relevant upstream manufacturers for an exchange according to the
Return Merchandise Authorization” procedures as agreed with the
upstream manufacturers. The related costs of return are borne by the
relevant upstream manufacturers as per the relevant distribution
agreements. It is believed that the quality of the Group's products would
be maintained and that no substantial costs shall be incurred by the Group
even if we encounter product return circumstances.

Customer data protection and privacy

The Group attaches great importance to the confidential information of
the customers. To ensure the safety and privacy of client information, the
Group will only collect client data for purposes permissible under the
applicable law. Employees are required to sign Confidentiality, Non-
disclosure and Non-competing Agreement, stipulating that the trade
secrets and other confidential information shall not be revealed to any
person, company or media.

In the future, the Group will continue to pay attention to amendments of
relevant laws and regulations in relation to product responsibility. This will
enable the Group to take follow-up action in due course.

Anti-corruption

To maintain a fair, ethical and efficient business and working environment
and prevent any form of corruption, the Group is committed to the
following:

Nurture an anti-corruption atmosphere within the Group to improve
employees’ anti-corruption awareness;

Ensure continuous communication with employees and clients with
regard to anti-corruption policy and execution; and

Adopt measures to prevent behaviours such as bribery, extortion,
fraud and money laundering.

/ Return Merchandise Authorization, one of the after-sales services that
provides replacement or repair of defective components, given that the
components are within the product’s warranty period.
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Employees are prohibited from accepting or granting gifts for business
partners, such as customers and suppliers. As detailed in the Staff
Handbook, the Group has specified the circumstances that allow our
employees in accepting and granting gifts. Employees must declare and
obtain approval from management for cases that are deemed inevitable.

The Group abided by the relevant laws and regulations that apply to its
sites of operations, including but not limited to the Prevention of Bribery
Ordinance (Cap. 201) in Hong Kong and the Criminal Law of the People’s
Republic of China. During the Reporting Period, there were no cases of
non-compliance in relation to bribery, extortion, fraud and money
laundering.

The Group has formulated a corruption risk assessment mechanism and
will introduce terms related to anti-corruption in the employment contract.
The Group will regularly review and update its anti-corruption policy and
measures.

Community
Community Investment

The Group has formulated the Community Investment Policy Statement to
fulfil its corporate responsibility and contribute to the community where it
operates. The Group is committed to the following:

Promote a responsible corporate culture within the Group;

Encourage and arrange employees to participate in voluntary
services and charity activities; and

Leverage its expertise to contribute to the community where it
operates.

The Group selects and approves volunteering and charity activities
organized by external organizations. The Group encourages employees to
participate in and organize their own volunteering and charity. During the
reporting period, AVT International Limited, one of our subsidiaries, was
awarded “Caring Company” Logo by The Hong Kong Council of Social
Service.

In the future, the Group will continue to understand the needs of the

communities in its sites of operations to determine the focus of
contribution.
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Independent Auditor’s Report
&N Az BREh

CERTIFIED PUBLIC ACCOUNTANTS (PRACTISING)
HONG KONG

TO THE MEMBERS OF APEX ACE HOLDING LIMITED
(incorporated in Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Apex Ace
Holding Limited (the “Company”) and its subsidiaries (collectively referred
to as, the “Group”) set out on pages 78 to 165, which comprise the
consolidated statement of financial position as at 31 December 2019, and
the consolidated statement of profit or loss and other comprehensive
income, 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 financial position of the Group as at 31 December 2019, and of
its financial performance and 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.

GRAHAM H. Y. CHAN & CO.
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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 judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

Key audit matters identified in our audit are summarised as follows:

1. Revenue recognition;

2. Impairment assessment of trade receivables; and

3. Provision for inventories.
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Independent Auditor’s Report
&N Az BRAD

KEY AUDIT MATTERS (CONTINUED)
1. Revenue recognition

Nature of the key audit matter

BREITEEME

REESEE(E)
1. KSR

How our audit addressed the key audit matter

BEENETTNMEERRETSE

Revenue principally comprises sales of digital
storage products and general electronic
components. For revenue recognition, once the
products are delivered to the customers and the —
customers acknowledge the receipt of the
products, the control of the goods is considered to
have been transferred to the customers and
revenue is recognised at that point —

We identified revenue recognition as a key audit
matter because revenue is one of the key —
performance indicators of the Group and therefore

it gives rise to an inherent risk that revenue could

be recorded in the incorrect period or could be
subject to manipulation.

Ba T2 aEHERRRTER BAETT
o B as EEM' EERRNTFEPME
FPHERWI|ER  BEmZEH#ERARERE —
FEF R A ERDGS -

BEEHENaER SRRETFR  RERK —
m)) BERENERENETE L —  HEELS
EH—JQEEA%EE%HHFEW\EE&TaE:vii'H RIERVBE

BENENERF RS KR -

Our audit procedures to assess the recognition of revenue included
the following:

Assessing the design, implementation and operating
effectiveness of key internal controls over revenue
recognition;

Obtaining confirmations from major customers to ascertain
the amounts of sales to them from the Group for the year;

Assessing, on a sample basis, whether revenue transactions
recorded during the year had been recognised in the
appropriate period by comparing the transactions selected
with relevant underlying documentation, including
customers’ purchase orders, goods delivery notes and sales
invoices;

Scrutinising the delivery notes before and after the year end
on a sample basis to assess whether revenue is recognised in
the correct period;

Scrutinizing the sales ledger after the year end to identify
significant credit notes issued and sales returns and
inspecting relevant underlying documentation to assess if
the related revenue had been accounted for in the
appropriate period in accordance with the requirements of
the prevailing accounting standards; and

Inspecting significant manual adjustments to revenue raised
during the year, enquiring of management about the reasons
for such adjustments and comparing the details of the
adjustments with relevant underlying documentation.
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KEY AUDIT MATTERS (CONTINUED)
2. Impairment assessment of trade receivables

Nature of the key audit matter

MRETEEME

BARETEE (F)
2. EZEWRMRHRERGE

How our audit addressed the key audit matter

BEENBFNNAEERARETER

We identified the impairment assessment of trade
receivables as a key audit matter due to the use of
management judgement and estimates in

assessing the impairment of trade receivables —

under the expected credit losses model.

As disclosed in note 5 to the consolidated financial

statements, in determining the provision for —

impairment of trade receivables, the management
considers the ageing analysis of trade debts, the
current creditworthiness of the customers, the past

collection history of each debtor and existing —

market conditions. Management also considers
forward-looking information that may impact the

customers’ ability to repay the outstanding —

balances in order to estimate the expected credit
losses for the impairment assessment.

At 31 December 2019, the carrying amount of —

trade receivables was HK$485,861,000. Allowance
for impairment of HK$12,175,000 was recognised
for the year.
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& BR B {8 /A&485,86 1,000/ 7T, © & A RER R B B
512,175,000 7 ©
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Our audit procedures to assess the impairment of trade receivables
included the following:

Understanding the Group’s key internal control in managing
and monitoring its credit risk, debt collection and estimate of
expected credit losses;

Re-computing the accuracy of ageing analysis of trade
receivables and testing the accuracy of the ageing analysis
by, on a sample basis, checking to source documents;

Obtaining confirmations from debtors, on a sample basis, to
verify the accuracy of the debtor balances;

Reviewing the subsequent settlement of trade receivables
and checking the subsequent settlement, on a sample basis,
to the related sales invoices and bank records;

Assessing the reasonableness of the impairment assessment
made by the management by examining the information
used by management to make such judgements, including
testing the accuracy of the historical default data, evaluating
whether the historical loss rates are appropriately adjusted
based on current economic conditions and forward-looking
information; and

Assessing the adequacy of the credit risk disclosures in
relation to trade receivables.
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KEY AUDIT MATTERS (CONTINUED)

3. Provision for inventories

Nature of the key audit matter

MARETEEME

REESEE(E)
3. HFEE®HE

How our audit addressed the key audit matter

BEENBFNNEERARETER

We identified the provision for inventories as a key
audit matter due to use of judgement in
determining the appropriate levels of inventory
provision. -

As disclosed in note 5 to the consolidated financial
statements, in determining the allowance for slow-
moving and obsolete inventories, the —
management takes into accounts the ageing, net
realisable value and subsequent sales of
inventories.

At 31 December 2019, the carrying amount of —
inventories was HK$88,018,000 and a written down

of inventories amounted to HKS$1,369,000 was
made for the year.
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Our audit procedures in relation to provision for inventories
included the following:

Understanding the inventory impairment policy of the Group
and management’s assessment in estimating the net
realisable values of the inventories;

Assessing the reasonableness of management’s estimates of
the net realisable value of inventories with reference to
ageing of the inventories, subsequent sales of inventories,
latest selling prices, and estimates for costs to make sales;

Testing the accuracy of the ageing analysis of the inventories
by, on a sample basis, checking to the source documents;
and

Enquiring the sales team of the Group about the expected
sales of the slow-moving or long-outstanding inventories.
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INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON

The directors of the Company are responsible for the other information.
The other information comprises the information included in the annual
report, but does not include the consolidated financial statements and our
auditor’s report thereon.

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

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

RESPONSIBILITIES OF DIRECTORS AND THOSE CHARGED
WITH GOVERNANCE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The directors are assisted by the Audit Committee in discharging their
responsibilities for overseeing the Group's financial reporting process.
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AUDITOR’S RESPONSIBILITY 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. This report is made solely to you, as a
body, in accordance with the terms of our engagement, 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:

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

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

—  Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.
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AUDITOR’S RESPONSIBILITY FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

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

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

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

We communicate with the Audit Committee regarding, among other
things, 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.

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.
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AUDITOR’S RESPONSIBILITY FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

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 CHAN Suk King.

Graham H.Y. Chan & Co.
Certified Public Accountants (Practising)
Hong Kong

27 March 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
‘e Bm A M EN G

For the year ended 31 December 2019 EHZE_—Z

—NF H ERESCEE NS

2019 2018
—E-NEF —ZE-N\F
Note HK$’000 HK$'000
BEE FET FET
Revenue Uy &5 6 1,936,844 3,717,611
Cost of sales SHE KA (1,783,026) (3,539,551)
Gross profit EF| 153,818 178,060
Other income E AU A 7 3,840 3,944
(Decease)/increase in fair value of KEYEANTE
investment property CRA) /10 (2,300) 2,400
Impairment loss on trade receivables Z S EWEEFUREE B (12,175) -
Impairment loss on purchase deposit BEZESBERE (4,325) =
Distribution and selling expenses D RIHE R (78,138) (46,955)
Administrative expenses TR (61,848) (76,776)
Finance costs A& KA 8 (7,121) (18,293)
(Loss)/profit before tax ERBLAT (B518) % F 9 (8,249) 42,380
Income tax expense Frisfim 11 (863) (9,098)
(Loss)/profit for the year FR(BE) R=F (9,112) 33,282
Other comprehensive (expense)/income H1bZ2mE (Bi%) Uz
Items that may be reclassified REa[EF D EE Bz
subsequently to profit or loss: ZIEH
— Exchange differences arising on —REBINEBEEZ
translation of foreign operations ME =50 (341) 331
Total comprehensive (expense)/income FR2ME (BX), WHHALHE
for the year (9,453) 33,613
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

reBmMEMEE NS

For the year ended 31 December 2019 BIEZE—T—NF+-_A=1+—HBILFE

2019 2018
—E-NEF —E-N\F
Note HK$’000 HK$'000
BEE FERT FHET
(Loss)/profit for the year attributable to: TR ALTEGEFEA
(E18), S F -
— Owners of the Company — ARRAREAA (16,985) 22614
— Non-controlling interests — IR 7,873 10,668
(9,112) 33,282
Total comprehensive (expense)/income IATFATEEFEAZE
for the year attributable to: (RX) Wtz -
— Owners of the Company — ARRAREAA (17,324) 22,945
— Non-controlling interests — JEIE AR RS 7,871 10,668
(9,453) 33,613
(Loss)/earnings per share attributable &KX FEAE AEEER
to owners of the Company (BR]) BF 12
— Basic — HK (1.70)HK cents &1l | 2.38 HK cents/& Ll
— Diluted — B8y N/ATE A N/ATNE B

The notes on pages 85 to 165 form part of these consolidated financial

statements.
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Consolidated Statement of Financial Position

fre MR

At 31 December2019 R-ZTE—HE+-HA=+—H
2019 2018
—E-NF —E-N\F
Note HKS$'000 HKS'000
M TET TETT
Non-current assets ERBEE
Property, plant and equipment M - BE MRE 14 48,197 50,648
Right-of-use assets FEREEE 14 2,915
Investment property KEYE 15 51,700 54,000
Deposits paid for acquisition of PPE and BB « BB BRI A K
intangible asset MmMILEEND NiES 18 17,458 9,691
Deposit paid for proposed acquisition of B EESE
business BfiEE 18 11,123 =
Deferred tax assets RIEFIAE B 23 4,868 =
Total non-current assets JEMBIEELE 136,261 114,339
Current assets REEE
Inventories FE 16 88,018 84,834
Trade receivables B 5 EWBERR 17 485,861 508,953
Other receivables, deposits and ﬁﬁﬁr’éqﬁl RIH - BE R
prepayments SELNERN 18 8,145 66,251
Income tax recoverable —Mﬁl@?ﬁ TR 5,412 5,392
Bank balances and cash RITEHR MRS 19 211,809 182,639
Total current assets mENEEBE 799,245 848,069
Current liabilities FREBEE
Trade payables B HEMNER 20 224,950 205,889
Other payables, accruals and deposits Efb e A - ERTE A
received LEWIES 21 44,820 31,314
Lease liabilities — current portion HEaE — KRBy 14 2,173
Bank borrowings RITEE 22,32 346,092 391,268
Income tax payable RIS FTISHE 8,162 3,819
Total current liabilities mEAEEsE 626,197 632,290
Net current assets REBEEFE 173,048 215,779
Total assets less current liabilities BMEERARBDERS 309,309 330,118
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Consolidated Statement of Financial Position

e FBAORR

At 31 December 2019 R-_Z—hFE+_-_A=+—H
2019 2018
—F-AE | ZFTNF
Note HK$’000 HK$'000
BI5E FH&xT AT
Non-current liabilities FREEE
Lease liabilities — non-current portion HEARGE — FERIDHD 14 802 -
Deferred tax liabilities ELEFHIBAE 23 125 386
Voitl ne-curendlielliies o ek st Gl ER
NET ASSETS EEZFE 308,382 329,732
CAPITAL AND RESERVES BARR#E
Share capital A% 7R 24 10,000 10,000
Reserves B 272,542 295,866
Equity attributable to the owners AATEE AEERER
of the Company 282,542 305,866
Non-controlling interests FERER 25,840 23,866
TOTAL EQUITY HERER 308,382 329,732

The consolidated financial statements on pages 78 to 165 were approved
and authorised for issue by the board of directors on 27 March 2020 and

were signed on its behalf by

Lee Bing Kwong

FRK

Director

EFE

The notes on pages 85 to 165 form part of these consolidated financial

statements.

FIBEISAZHFAMBBREHEFTERN
“ECTFE=F T ARUERIRETE

WHATATRERRE

Lo Yuen Kin
ETR
Director

EE

SEZMTEH%EXJ&E%

B BRE
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Consolidated Statement of Changes in Equity
SoRREPE

For the year ended 31 December 2019 HEZZT—NF+ZA=T—HILFE

Attributable to owners of the Company

RAREE AERS
Non-
Share Share Other  Exchange  Retained controlling Total
capital  premium reserve reserve  earnings Subtotal interests equity
RE  RGEE HtREE ERIRE RERA Nt FERER B
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Bzt THAT AT FET TAT BT AT BT TAT
(Note)
(FizE)
Balance at 1 January 2018 R=Z-N\$-A—H
Z&th - - 3,086 116 181,750 184952 15382 200334
Profit for the year FREF - - - - 2614 2614 10,668 33,282
Other comprehensive income  FRE M2 ENE
forthe year - - - 331 - 331 - 331
Total comprehensiveincome  FAZEMS A
for the year - - - 331 22614 22945 10,668 33613
Issue of new shares BITHRN 2% 2,500 122,500 - - - 125,000 - 125,000
Share issue expenses BRpEITRL = (11,056) - - - (11,056) - (11,056)
Capitalisation issue BERELT 24 7,500 (7,500) - - - - - -
Dividend paid to the then BRERERRERS
controlling shareholder - - - - (15,975) (15,975) - (15,975)
Dividend paid to the BR—RARBAR
non-controlling shareholder FERBRBE
of a subsidiary - - - - - - (2,184) (2184)
Balance at 31 December 2018 R=Z—N\F
and 1January 2019 +ZA=t-Bk
“E-h&-A-H
k373 10,000 103,944 3,086 447 188,389 305,866 23,866 329,732
(Loss)/profit for the year FR (BE) i - - - - (16,985)  (16,985) 7,873 (9,112)
Other comprehensive expense  ERE M2 EFX
for the year - = = (339) = (339) (2) (341)
Total comprehensive (expense)/ R E (B%),/ Wz
income for the year k) - - - (339) (16,985) (17,324) 7,871 (9,453)
2018 final dividend :%?—)\E?E%ﬁﬂ&%\ - - - - (6,000) (6,000) - (6,000)
Dividend paid to the ER—fEMEAR
non-controlling shareholder I Hxﬂxﬁﬂ
of a subsidiary - - - - - - (5,897) (5,897)
Balance at 31 December 2019 R=Z—HfE
+ZA=t-Bz&% 10,000 103,944 3,086 108 165404 282,542 25840 308,382

Note: Other reserve mainly represents the difference between the historical cost of s : b+ B4 E RFIER R EE A —HK B
the shares of a subsidiary paid by the then controlling shareholder and the NEBERG KA EIE R R AR EE R
consideration paid by the Group in exchange. REZBEHZERE -

The notes on pages 85 to 165 form part of these consolidated financial ~ $85% 1658 2 M s Ak Itk Z47 A B SR &
statements. 28 e
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Consolidated Statement of Cash Flows

I\\/ N Eﬁi;ﬁgﬁ

For the year ended 31 December 2019 #HZE_—%

—NEF=A=t+—AILEE

2019 2018
—E-hEF —N\F
Note HK$’000 HKS$'000
BaE THET FHET
Operating activities REEE
(Loss)/profit before tax A AT (B18), % A (8,249) 42,380
Adjustments for: TR
Decrease/(increase) in fair value of KEYENTFE
investment property w3 hn) 2,300 (2,400)
Loss on disposal of property, HEWE - BER&RE
plant and equipment 518 4 1
Interest income B WA (908) (176)
Depreciation — property, TE—M% BEK
plant and equipment & 3,023 2,738
Depreciation — right-of-use assets e —FREEE 1,426 -
Write-down of inventories T B HOR 1,369 =
Impairment loss on trade receivables Z SRR FUREE B 12,175 -
Impairment loss on purchase deposit BERERERBRE 4,325 =
Finance costs RUE A 7,121 18,293
Operating cash flows before working LEECEPRIKLE
capital changes ReEmeE 22,586 60,836
(Increase)/decrease in inventories FEOEM), 5 (4,553) 89,797
Decrease in trade receivables E%FEH&EEW\/DZ/ 10,917 133,383
Decrease in other receivables, EbERFIE - He &k
deposits and prepayments TE A FRIE R 53,781 29,057
Increase/(decrease) in trade payables B 5 R BRFE A, O ) 19,061 (154,968)
Increase in other payables, HMEARIE - B EAR
accruals and deposit received 2SI 13,506 10,667
Repayment to a director BE—REEHE - (8,247)
Cash generated from operating activities KEFEHMFRE 115,298 160,525
Interest income received EHFEHA 908 176
Tax paid BRI (1,669) (20,594)
Net cash generated from operating RETHAERETH
activities 114,537 140,107
Investing activities REEE
Payments for purchase of property, BEWE - BB MKERERIE
plant and equipment, net R (650) (4,340)
Payments for acquisition of intangible asset U & 1 Ji2 & /&2 3008 (7,800) (7,800)
Payments for proposed acquisition of business 32 % U i 3£ 1% 708 (11,123) -
Decrease of pledged fixed deposit AR T RO - 1,956
Net cash used in investing activities RETHMARSFE (19,573) (10,184)
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Consolidated Statement of Cash Flows

I\‘T\Aiﬁi;ﬁ%%

For the year ended 31 December 2019 EHZE_—Z

—NFE+ZR=T—HILEFE

2019 2018
—B-hEF —E-N\F
Note HK$’000 HK$'000
B EE FHET FHET
Financing activities REEE
New bank instalment loans raised hEERNIRTOHE R 32 1,663 12,800
Repayment of bank instalment loans BEETOHER 32 (9,673) (14,381)
Net decrease in factoring loans IRIBE TR D FEEE 32 (61,415) (19,047)
Net increase/(decrease) in other HhiRITEEL M CRL)
bank borrowings FEE 32 24,249 (67,442)
Interests on bank borrowings paid ERITEER S 32 (7,019) (18,293)
Repayment to a related party BEREE 5 78 - (1,560)
Proceeds from issuance of shares BT TS FRIA = 125,000
Share issue expenses RN EEITHR = (11,056)
Capital element of lease rentals paid BENEEHES §$*|3% 32 (1,359) =
Interest element of lease rentals paid ENEERSFEH D 32 (102) =
Dividend paid EfIRE (11,897) (18,159)
Net cash used in financing activities RESEEBATAR SRS (65,553) (12,138)
Net increase in cash and cash equivalents RERBEFEYIEINFE 29,411 117,785
Cash and cash equivalents at FURE LB LEEY
beginning of year 182,639 64,198
Effect of foreign exchange rate change [EREFHTE (241) 656
Cash and cash equivalents FERESRESEEY
_atendoftheyear = ) 210809 20
Cash and cash equivalents FRESRESEEY
at end of the year
Cashatbanksandonhand gORFERE o | 28] 182639
The notes on pages 85 to 165 form part of these consolidated financial ~ $85%F 1658 7 M T Ak It Z 42 4 B iR &
statements. Z—EBS e
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GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on 4 July
2012, as an exempted company with limited liability under the
Companies Law of the Cayman Islands. The immediate and ultimate
holding company of the Company is Best Sheen Limited, a limited
liability company incorporated in the British Virgin Islands. The
address of the registered office and principal place of business of the
Company are disclosed in the ‘Corporate Information’ section of the
annual report.

The Company is an investment holding company, the principal
activities of its subsidiaries are set out in note 27.

The Company has its primary listing on the Main Board of the Stock
Exchange on 16 March, 2018.

The consolidated financial statements of the Group are presented in
HKS, which is the same as the functional currency of the Company,
and all values are rounded to nearest thousand, unless otherwise
stated.

BASIS OF PREPARATION OF CONSOLIDATED
FINANCIAL STATEMENTS

Pursuant to the Reorganisation as detailed in the subsection headed
“Reorganisation” under the section headed “History, Reorganisation
and Group Structure” in the Prospectus, the Company became the
holding company of all subsidiaries now comprising the Group on
15 February 2018. The companies now comprising the Group, were
under the common control of the controlling shareholder, Mr. Lee,
before and after the Reorganisation. Accordingly, the Group’s
financial statements have been prepared on a combined basis by
applying the principals of merger accounting as if the Company had
been the holding company of the Group since the commencement
of the year ended 31 December 2018 taking into account the
respective date of incorporation or the respective date the
combining entities first came under the common control of the
controlling shareholder of the Group where this is a shorter period.

The Group's consolidated statements of profit or loss and other
comprehensive income, consolidated statements of changes in
equity and consolidated statements of cash flows for the Year 2018
included the results, changes in equity and cash flows of the
companies comprising the Group as if the current group structure
had been in existence throughout the Year 2018, or since their
respective dates of incorporation or first came under the common
control of the controlling shareholder, whichever is the shorter
period.

All intra-group transactions and balances have been eliminated on
consolidation.

olidated Financial Statements

—REH
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Notes to the Consolidated Financial Statements
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

(a) New and revised HKFRSs adopted as at 1 January

2019

The Group has applied the following new standards,
interpretation and amendments to HKFRSs issued by the Hong
Kong Institute of Certified Public Accountants (the “"HKICPA")
for the first time in the current year:

HKFRS 16

HK(FRIC)- Int 23

Amendments to HKFRS 9

Amendments to HKFRS 19

Amendments to HKAS 28

Amendments to HKFRSs

Leases

Uncertainty over Income Tax
Treatments

Prepayment Features with
Negative Compensation

Plan Amendment, Curtailment
or Settlement

Long-term Interests in Associates
and Joint Ventures

Annual Improvements to HKFRSs
2015-2017 Cycle

Except for the adoption of HKFRS 16, the adoption of the
interpretation and amendments to HKFRSs has no material
impact on the financial position and the financial performance
of the Group for the current and prior years.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (CONTINUED)

(a) New and revised HKFRSs adopted as at 1 January
2019 (Continued)

HKFRS 16 “Leases”

HKFRS 16 supersede previous standard HKAS 17 “Leases” and
become effective for annual periods beginning on or after 1
January 2019. Upon adoption of HKFRS 16, at the
commencement date of the lease, the lessee is required to
recognise a right-of-use asset representing its right to use the
underlying leased asset and a lease liability representing its
obligation to make lease payments. Accordingly, a lessee
should recognise depreciation of the right-of-use asset and
interest on the lease liability, and also classify cash repayments
of the lease liability into a principal portion and an interest
portion and present them in the statement of cash flows. Also,
the right-of-use asset and the lease liability are initially
measured on a present value basis. The measurement includes
non-cancellable lease payments and also includes payments
to be made in optional periods if the lessee is reasonably
certain to exercise an option to extend the lease, or not to
exercise an option to terminate the lease. The lease payments
are discounted using the interest rate implicit in the lease, if
that rate can be determined, or the Group's incremental

borrowing rate at the lease commencement date.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (CONTINUED)

(a)

New and revised HKFRSs adopted as at 1 January
2019 (Continued)

HKFRS 16 “Leases” (Continued)

In respect of lessor accounting, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS 17.
Accordingly, a lessor continues to classify its leases as operating
leases or finance leases, and to account for those two types of
leases differently.

The Group has adopted HKFRS 16 using the modified
retrospective approach. The modified retrospective approach
does not require restatement of prior period financial
information as it recognises the cumulative effect as an
adjustment to opening retained earnings and applies the
standard prospectively. Accordingly, comparative information
in the Group's financial statements are not restated. The Group
elected the practical expedient for not applying the new
accounting model to short-term leases (leases with a lease
term of 12 months or less) and leases of low-value assets and
not to perform a full review of existing leases and apply HKFRS
16 only to new contracts. In addition, based on the allowed
practical expedients under HKFRS 16, the Group has elected
not to apply the requirements of HKFRS 16 in respect of
recognition of lease liability and right-of-use assets to leases for
which the lease term ends within twelve months of the date of
initial application. As all the existing leases at 1 January 2019
end within twelve months of the date of initial application, no
right-of-use asset and lease liability is recognised at 1 January
2019. Payments associated with the short term leases are
recognised as an expense on a straight-line basis over the lease
term. In relation to the leases commenced on or after 1 January
2019, the Group recognised right-of-use assets of HK$2,915,000
and lease liabilities of HK$2,975,000 at 31 December 2019, and
depreciation charges of HK$1,426,000 and interest costs of
HK$102,000 in the Year.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (CONTINUED)

(b)

New and revised HKFRSs issued but not yet effective

Up to the date of this report, HKICPA has issued the following
new and amendments to HKFRSs which are not yet effective
for the accounting period beginning on 1 January 2019. The
Group has not early applied these new and amendments to
HKFRSs in the consolidated financial statements.

HKFRS 17 Insurance Contracts '

Amendments to HKFRS 3 Definition of a Business 2

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture 3

Amendments to
HKFRS 10 and HKAS 28

Amendments to HKAS 1 Definition of Material

and HKAS 8

Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Interest Rate Benchmark
Reform *

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

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

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

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

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.

The Directors anticipate that the application of the above new
and amendments to HKFRSs will have no material impact on
the financial performance and positions of the Group.
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared under
the historical cost basis, except for investment property which is
measured at fair value as explained in the accounting policies set out
below, and in accordance with HKFRSs, which is a collective term
that includes all individual HKFRSs, Hong Kong Accounting
Standards, and interpretations issued by HKICPA, and accounting
policies generally accepted in Hong Kong. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the Main
Board of the Stock Exchange and by the Hong Kong Companies
Ordinance.

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

(a) Consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (its subsidiaries). Control is achieved when the
Company:

has the power over the investee;

is exposed, or has rights, to variable returns from its
involvement with the investee; and

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

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the three elements of control listed above.

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

(a)

Consolidation (Continued)

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in
line with the Group’s accounting policies.

All intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

Business combination involving entities under common
control

The consolidated financial statements incorporate the financial
statements items of the combining entities or businesses in
which the common control combination occurs as if they had
been consolidated from the date when the combining entities
or businesses first came under the control of the controlling

party.

The net assets of the combining entities or businesses are
consolidated using the existing book values from the
controlling party’s perspective. No amount is recognised in
respect of goodwill or excess of acquirer’s interest in the net
fair value of acquiree’s identifiable assets, liabilities and
contingent liabilities over cost at the time of common control
combination, to the extent of the continuation of the
controlling party’s interest.

The consolidated statements of profit or loss and other
comprehensive income includes the results of each of the
combining entities or businesses from the earliest date
presented or since the date when the combining entities or
businesses first came under the common control, where this is
a shorter period.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(a)

(b)

Consolidation (Continued)

Changes in the Group’s ownership interests in existing
subsidiaries

Changes in the Group's ownership interests in subsidiaries that
do not result in the Group losing control over the subsidiaries
are accounted for as equity transactions. The carrying amounts
of the Group's interests and the non-controlling interests are
adjusted to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by which the
non-controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in equity
and attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit or loss
on disposal is calculated as the difference between (i) the
aggregate of the fair value of the consideration received and
the fair value of any retained interest and (ii) the previous
carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests.
The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded as the
fair value on initial recognition for subsequent accounting
under HKFRS 9 “Financial Instruments”, when applicable, or the
cost on initial recognition of an investment in an associate or a
jointly controlled entity.

Revenue recognition
Sale of electronic components:

Revenue from the sales and distribution of products is
recognised when control of the products has transferred,
being at the point the products are delivered to the customer’s
premise and the customer has accepted the products, and
there is no unfulfilled obligation that could affect the
customer’s acceptance of the products. Delivery occurs when
the products have been shipped to the specified location, the
risks of obsolescence and loss have been transferred to the
customer, and either the customer has accepted the products
in accordance with the sales contract, the acceptance
provisions have lapsed, or the Group has objective evidence
that all criteria for acceptance have been satisfied.

Revenue from these sales is recognised based on the price
specified in the contract, net of discounts and returns.
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 4 BEARGBER ()
(b) Revenue recognition (Continued) (b) UWnzsmEsR (&)

Sale of electronic components: (Continued)

A receivable is recognised when the products are delivered
and the customers accept the products, as this is the point in
time that the consideration is unconditional because only the
passage of time is required before the payment is due.

Rental income from operating leases:

Rental income receivable under operating leases is recognised
in profit or loss in equal instalments over the periods covered
by the lease term.

Interest income:

Interest income is recognised as it accrues using the effective
interest method.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment
losses.

The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs
of bringing the asset to its working condition and location for
its intended use. Expenditure incurred after items of property,
plant and equipment have been put into operation, such as
repairs and maintenance, is normally charged to profit or loss
in the period in which it is incurred. In situations where it can
be clearly demonstrated that the expenditure has resulted in
an increase in the future economic benefits expected to be
obtained from the use of an item of property, plant and
equipment, the expenditure is capitalised as an additional cost
of that asset.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(c)

(d)

Property, plant and equipment (Continued)

Property, plant and equipment are depreciated at rates
sufficient to write off their costs, less their estimated residual
value, if any, over their estimated useful lives on a straight-line
basis at the following annual rates:
Leasehold land and buildings Over the unexpired
term of lease
Leasehold improvement 20%
Furniture and fixtures 20%
Computer and office equipment 20%
Motor vehicle 20%

Useful lives and depreciation method are reviewed and
adjusted if appropriate, at the end of each reporting date, with
the effect of any changes in estimate accounted for on a
prospective basis.

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

Investment property

Investment property is property held to earn rentals and/or for
capital appreciation. Investment property is measured initially
at cost, including transaction costs. Subsequent to initial
recognition, investment property is measured at fair value.
Gain and loss arising from change in the fair value of
investment property is included in profit or loss in the period
which they arise.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn from
use and no future economic benefits are expected from the
disposal. Any gain or loss arising on derecognition of the
property (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in
profit or loss in the period in which the property is
derecognised.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(e)

(f)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average cost
method and includes all costs of purchase, cost of conversion
and other costs incurred in bringing the inventories to their
present location and condition. Net realisable value is
determined on the basis of anticipated sales proceeds less
estimated selling expenses. At the end of each reporting
period, inventories are assessed for impairment and the
carrying amount is reduced to its net realisable value with the
impairment loss recognised immediately in profit or loss.

Leases
The Group as a lessee

Policies applicable from 1 January 2019

The Group recognises a right-of-use asset and a corresponding
lease liability with respect to all lease arrangements in which it
is the lessee, except for short-term leases (defined as leases
with a lease term of 12 months or less) and leases of low value
assets (such as small items of office equipment and furniture).
For these leases, the Group recognises the lease payments as
an operating expense on a straight-line basis over the lease
term.

The lease liability is initially recognised at the present value of
the lease payments payable over the lease term, discounted by
using the rate implicit in the lease or if that rate cannot be
readily determined, using a relevant incremental borrowing
rate. After initial recognition, the lease liability is measured at
amortised cost and interest expense is calculated using the
effective interest method.

The right-of-use assets comprise the initial measurement of
the corresponding lease liability, initial direct costs incurred
and lease payments made at or before the commencement
days. Where applicable, the cost of the right-of-use assets also
includes an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site
on which it is located, discounted to their present value, less
any lease incentives received. The right-of-use assets are
subsequently measured at cost less accumulated depreciation
and impairment losses. Right-of-use assets are generally
depreciated over the shorter of the asset’s useful life and the
lease term on a straight-line basis. If the Group is reasonably
certain to exercise a purchase option, the right-of-use assets is
depreciated over the underlying asset’s useful life.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(f)

Leases (Continued)
The Group as a lessee (Continued)

Policies applicable from 1 January 2019 (Continued)

For the leasehold land and buildings of the Group that are held
for rental or capital appreciation purpose would continue to
be accounted for under HKAS 40 Investment Property ("HKAS
40") and carried at fair value. For leasehold land and buildings
which are held for own use would continue to be accounted
for under HKAS 16 and carried at cost less accumulated
depreciation. The adoption of HKFRS 16 therefore does not
have any significant impact on these right-of-use assets.

Policies applicable prior to 1 January 2019

Leases are classified as finance leases whenever the terms of
the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as
operating leases.

Assets held under finance leases are initially recognised as
assets of the Group at their fair values at the inception of the
lease or, if lower, at the present value of the minimum lease
payments. The corresponding liability to the lessor is included
in the consolidated statement of financial position as a finance
lease obligation.

Lease payments are apportioned between finance costs and
reduction of the lease obligation so as to achieve a constant
rate of interest on the remaining balance of the liability.
Finance costs are recognised immediately in profit or loss,
unless they are directly attributable to qualifying assets, in
which case they are capitalised in accordance with the Group's
policy on borrowing costs (see the accounting policy below).

Operating lease payments are recognised as an expense on a
straight-line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental expense
on a straight-line basis over the lease term.
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 4 BEARGBER ()

(g) Contract assets and liabilities (@ BREEREE
A contract asset is recognised when the Group recognises BHREEEREE B REREGHER
revenue before being unconditionally entitled to the BRI E S R T B R BRI ER
consideration under the payment terms set out in the contract. W E R RERR - AR RIRIBE BT
Contact asset is assessed for impairment in accordance with WMEENFORE G EEEITH
HKFRS 9 and are reclassified to receivables when the right to Bl - WRIERRE 2 EFIK A
the consideration has become unconditional. FARMRETR S EEEIGIE
Customers’ deposits are recognised as a contract liability when AEEERERAKER 0 BRFEES
the customer pays consideration before the Group recognises EEPINREEBERBEOE
the related revenue. A contract liability would also be 18 o (W72 5% B E e a2 A0 A U & BT AR
recognised if the Group has an unconditional right to receive BB REKERE - BIEHEaEMN
consideration before the Group recognises the related HR  EZIBERA T - MEERE
revenue. In such cases, a corresponding receivable would also FEFENFRIA ©
be recognised.

(h) Financial instruments (h)y £@MIA

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

Financial assets and financial liabilities are initially measured at
fair value except for trade receivables arising from contracts
with customers which are initially measured in accordance
with HKFRS 15 since 1 January 2018. 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.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

Financial instruments (Continued)

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

Interest income/expense is recognised on an effective interest
basis.

Financial assets
Classification and subsequent measurement of financial assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

the financial asset is held within a business model whose
objective is to collect contractual cash flows; and

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

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying the
effective interest rate to the gross carrying amount of a
financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For
financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit risk on the
credit-impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest income is
recognised by applying the effective interest rate to the gross
carrying amount of the financial asset from the beginning of
the reporting period following the determination that the
asset is no longer credit impaired.
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets

The Group recognises a loss allowance for expected credit loss
on financial assets which are subject to impairment under
HKFRS 9 (including trade and other receivables, and bank
balances and cash). The amount of expected credit loss is
updated at each reporting date to reflect changes in credit risk
since initial recognition. Lifetime expected credit loss
represents the expected credit loss that will result from all
possible default events over the expected life of the relevant
instrument. In contrast, 12-month expected credit loss
represents the portion of lifetime expected credit loss that is
expected to result from default events that are possible within
12 months after the reporting date. Assessment are done
based on the Group's historical credit loss experience, adjusted
for factors that are specific to the debtors, general economic
conditions and an assessment of both the current conditions
at the reporting date as well as the forecast of future
conditions.

The Group recognises lifetime expected credit loss for trade
and other receivables that result from revenue. The expected
credit loss on these assets are assessed collectively using a
provision matrix with appropriate groupings based on its
historical observed default rates which is adjusted for forward-
looking estimates. For other financial assets, the Group
measures the loss allowance equal to 12-month expected
credit loss, unless when there has been a significant increase in
credit risk since initial recognition, the Group recognises
lifetime expected credit loss. The assessment of whether
lifetime expected credit loss should be recognised is based on
significant increases in the likelihood or risk of a default
occurring since initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

Significant increase in credit risk

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

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

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, e.g. a significant increase in
the credit spread, the credit default swap prices for
the debtor;

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;

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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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

(i)

Significant increase in credit risk (Continued)

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

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

Definition of default

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

Irrespective of the above, the Group considers that
default has occurred when a financial asset is more than
90 days past due unless the Group has reasonable and
supportable information to demonstrate that a more
lagging default criterion is more appropriate.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(iif)

Credit-impaired financial assets

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

(@) significant financial difficulty of the issuer or the
borrower;

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

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

(d) it is becoming probable that the borrower will
enter bankruptcy or other financial reorganisation;
or

(e) the disappearance of an active market for that
financial asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has been
placed under liquidation or has entered into bankruptcy
proceedings. Financial assets written off may still be
subject to enforcement activities under the Group's
recovery procedures, taking into account legal advice
where appropriate. A write-off constitutes a
derecognition event. Any subsequent recoveries are
recognised in profit or loss.
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Notes to the Consolidated Financial Statements
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 4 BEREBEK (&)
(h) Financial instruments (Continued) (h) £@ITE(HE)

Financial assets (Continued)
Measurement and recognition of expected credit losses

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.

For financial assets, the expected credit loss 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.

For a financial guarantee contract, as the Group is required to
make payments only in the event of a default by the debtor in
accordance with the terms of the instrument that is
guaranteed, the expected loss allowance is the expected
payments to reimburse the holder for a credit loss that it incurs
less any amounts that the Group expects to receive from the
holder, the debtor or any other party.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

Financial instruments (Continued)
Financial assets (Continued)

Measurement and recognition of expected credit losses
(Continued)

Where lifetime expected credit loss is measured on a collective
basis to cater for cases where evidence of significant increases
in credit risk at the individual instrument level may not yet be
available, the financial instruments are grouped on the
following basis:

Nature of financial instruments (i.e. the Group’s trade and
other receivables are each assessed as a separate group);

Past-due status;

Nature, size and industry of debtors; and

External credit ratings where available.

The grouping is regularly reviewed by management to ensure
the constituents of each separate group continues to share
similar credit risk characteristics.

If the Group has measured the loss allowance for a financial
instrument at an amount equal to lifetime expected credit loss
in the previous reporting period, but determines at the current
reporting date that the conditions for lifetime expected credit
loss are no longer met, the Group measures the loss allowance
at an amount equal to 12-months expected credit loss at the
current reporting date.

For expected credit loss on financial guarantee contracts for
which the effective interest rate cannot be determined, the
Group will apply a discount rate that reflects the current
market assessment of the time value of money and the risks
that are specific to the cash flows but only if, and to the extent
that, the risk are taken into account by adjusting the cash
shortfalls being discounted.

For financial guarantee contracts, the loss allowances are
recognised at the higher of the amount of the loss allowance
determined in accordance with HKFRS 9 and the amount
initially recognised less, where appropriate, cumulative amount
of income recognised over the guarantee period.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

Financial instruments (Continued)
Financial assets (Continued)

Measurement and recognition of expected credit losses
(Continued)

The Group recognises an impairment gain or loss in profit or
loss for all financial instruments by adjusting their carrying
amount with the exception of trade receivables where the
corresponding adjustment is recognised through a loss
allowance account.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the
contractual arrangements entered into and the definitions of a
financial liability and an equity instrument.

Financial liabilities

All the Group's financial liabilities (including trade payables,
other payables and accruals, and borrowings) are subsequently
measured at amortised cost using the effective interest rate
method unless the effect of discounting would be immaterial,
in which case they are stated at cost.

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those
contracts that require a payment to be made to reimburse the
holder for a loss it incurs because the specified debtor fails to
make a payment when due in accordance with the terms of a
debt instrument. Financial guarantee contracts are recognised
initially as a liability at fair value, adjusted for transaction costs
that are directly attributable to the issuance of the guarantee.
Upon application of HKFRS 9 from 1 January 2018, the liability
is subsequently measured at the higher of the amount
determined in accordance with expected credit loss model
under HKFRS 9 and the amount initially recognised less, where
appropriate, the cumulative amount of income recognised in
accordance with the principles of HKFRS 15.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the relevant group
entities are recorded at the proceeds received, net of direct
issue costs.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

Financial instruments (Continued)
Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the Group transfers the
financial assets and substantially all the risks and rewards of
ownership of the financial assets 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 continues to recognise the asset to the extent
of its continuing involvement and recognises an associated
liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises
a collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the sum
of the consideration received and receivable and the
cumulative gain or loss that had been recognised directly in
other comprehensive income and accumulated in equity is
recognised in profit or loss.

On derecognition of a financial asset other than in its entirety,
the Group allocates the previous carrying amount of the
financial asset between the part it continues to recognise, and
the part it no longer recognises on the basis of the relative fair
values of those parts on the date of the transfer. The difference
between the carrying amount allocated to the part that is no
longer recognised and the sum of the consideration received
for the part no longer recognised and any cumulative gain or
loss allocated to it that had been recognised in other
comprehensive income is recognised in profit or loss. A
cumulative gain or loss that had been recognised in other
comprehensive income is allocated between the part that
continues to be recognised and the part that is no longer
recognised on the basis of the relative fair values of those parts.

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

106 APEX ACE HOLDING LIMITED Yt EE RIS 12 R% B fR A Al

4

EXRSFEEH)
(hy £®MIEAGE
KR

EEEERBIRERENENER
% HAKECERTREELN
T BB EFBENEARDER K
CRERES—FE - BIRLER
TRMEE - WAKRBEAREZTER
BrARZB/ARMDEREE®RA
BETHCEREE  ~ASEESE
MREFES R BEREE » WHE
RIERAAE - HWAKBERECDE R
TREEMBEZBRINER K
Bl - AAKEEBERERTR
BE - YHEWAAFHIARZER
fEE -

REERIERSREER - BE
FERMEEHEE WK ERRERE
HEREM2EWE & BT+
ﬁwmi?ﬁAﬂﬁzﬁﬁﬁmﬁ
ﬁ::l. EF‘ TJE N

REmA LRREREEIN N
IERTRHEER - AREFRHE
AR 2By BIBER 2D
ZF’?EM—M PPN E A HA 2 AR
AP EIEERMEEZBERE
B> nRETHERLY 2FEE
HEp T HERT D BRERER
Hip 2w e iR 2 FrEn ()
RitERB R AME 2 E8
RIBEAER - CREMEEKE
MRz Ratiat sl - 8RB
BRER Z AP ‘éﬁiTEEEWZ*B Z
BEAHE - RMERELD

EHMBERERANREZERED
FERRRR - FEEH KB IR AR L RERR -
RITERceRAGBKRAERED
T RENREZHZ ZBN B E

u/?LJ\°



Notes to the Consolidated Financial Statements

4= A

INAAS

B 75 R B

1:||||/

4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i)

1)

(k)

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents consist of cash in hand, deposits
held at call with banks and short-term bank deposits with an
original maturity period of three months or less. 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.

Impairment of non-financial assets, other than
inventories

At the end of each reporting period, the Group reviews the
carrying amounts of its assets to determine whether there is
any indication that those assets have suffered an impairment
loss. If the recoverable amount of an asset is estimated to be
less than its carrying amount, an impairment loss is recognised
to reduce the carrying amount of the asset to its recoverable
amount. Such impairment losses are recognised in profit or
loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised for
the asset in prior years. A reversal of an impairment loss is
recognised as income in profit or loss.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated statement of profit or loss and other
comprehensive income because it excludes items of income
and expense that are taxable or deductible in other years, and
it further excludes items that are never taxable or deductible.
The Group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end of
the reporting period.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(k)

Taxation (Continued)

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax
bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for all
deductible temporary differences to the extent that it is
probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the
temporary difference arises from the initial recognition (other
than in a business combination) of 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 associated with investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary differences
associated with such investments are only recognised to the
extent that it is probable that there will be sufficient taxable
profits against which to utilise the benefits of the temporary
differences and they are expected to reverse in the foreseeable
future.

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

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rates (and tax laws)
that have been enacted or substantively enacted at the end of
the reporting period. 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.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(k)

U]

Taxation (Continued)

For the purposes of measuring deferred tax assets and
liabilities for investment properties that are measured using
the fair value model, the carrying amounts of such properties
are presumed to be recovered entirely through sale, unless the
presumption is rebutted. The presumption is rebutted when
the investment property is depreciable and is held within a
business model whose objective is to consume substantially all
of the economic benefits embodied in the investment
property over time, rather than through sale.

Current and deferred tax are recognised in profit or loss, except
when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case, the
current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in the
respective functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the
rates of exchanges prevailing on the dates of the transactions.
At the end of the reporting period, monetary items
denominated in foreign currencies are retranslated at the rates
prevailing at that date. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. HKS) at the rate of exchange prevailing at the end of
the reporting period, and their income and expenses are
translated at the average exchange rates for the period, unless
exchange rates fluctuate significantly during that period, in
which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated
in equity under the heading of exchange reserve.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(m) Borrowing costs

(n)

(o)

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 added to the cost of
those assets, until such time as the assets are substantially
ready for their intended use or sale.

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

Retirement benefits costs

Payments to Mandatory Provident Fund Scheme and state-
managed retirement benefit schemes, which are defined
contribution schemes, are charged as an expense when
employees have rendered service entitling them to the
contributions.

Related parties

A related party is a person or entity that is related to the entity
that is preparing its financial statements (“reporting entity”).

(@) A person or a close member of that person’s family is
related to a reporting entity if that person:

() has control or joint control over the reporting
entity;

(i has significant influence over the reporting entity;
or

(i) is a member of the key management personnel of
the reporting entity or of a parent of the reporting
entity.

(b)  An entity is related to a reporting entity if any of the
following conditions applies:

(i) the entity and the reporting entity are members of
the same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others);
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4

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(o) Related parties (Continued)

(b)  (Continued)
(i) one entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member);

(i)  both entities are joint ventures of the same third
party;

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

(v)  the entity is a post-employment benefit plan for
the benefit of employees of either the reporting
entity or an entity related to the reporting entity. If
the reporting entity is itself such a plan, the
sponsoring employers are also related to the
reporting entity;

(vi)  the entity is controlled or jointly controlled by a
person identified in (a); or

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

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies, which are
described in note 4, management is required to make judgements,
estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The
estimates and underlying assumptions are based on past experience,
expectations of the future and other information that are considered
to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

The following are 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 reporting period.

Impairment of property, plant and equipment

The Group assesses whether there are any indicators of impairment
for property, plant and equipment at the end of each reporting
period. Such assets are tested for impairment annually, and/or when
there are indicators that the carrying amounts may not be
recoverable. Impairment exists when the carrying value of an asset or
a cash-generating unit exceeds its recoverable amounts, which is the
higher of its fair value less costs to sell and its value in use. The
calculation of the fair value less costs to sell is based on available
data from binding sales transactions in an arm's length transaction of
similar assets or observable market price less incremental costs for
disposing of the asset. When value in use calculations are
undertaken, management must estimate the expected future cash
flows from the asset or cash-generating unit and choose a suitable
discount rate in order to calculate the present value of those cash
flows.

Impairment of trade receivables

The Group makes impairment of trade receivables based on
assessments of the expected credit loss which uses a lifetime
expected credit loss allowance for all trade receivables. The loss
allowances for trade receivable are based on assumptions about risk
of default and expected loss rates. The Group uses judgement and
estimates in making these assumptions and selecting the inputs to
the impairment calculation, based on the Group’s past collection
history, ageing analysis of the receivables, current creditworthiness
of customers, existing market conditions as well as forward looking
estimates at the end of each reporting period. Where the
expectations are different from the original estimates, such difference
will have impact on the carrying amount of trade receivables and the
impairment loss on trade receivables in the reporting period in
which such estimates have been changed. Management reassess
the provision at each reporting date.

At 31 December 2019, the carrying amounts of trade receivables are
approximately HK$485,861,000 (2018: HK$508,953,000). Allowance
for impairment amounted of HK$12,175,000 is made on trade
receivables at 31 December 2019 (2018: Nil).
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)

Allowance for slow-moving and obsolete inventories

Allowance for slow-moving and obsolete inventories is made based
on the ageing, estimated net realisable value and subsequent sales
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 the allowance charge/write-back in
the period in which such estimate has been changed. At 31
December 2019, the carrying amounts of inventories are
approximately HK$88,018,000 (2018: HK$84,834,000). At 31
December 2019, allowance of HK$1,369,000 for written down of
inventories was made (2018: Nil).

Fair value of investment property

Investment property is stated at fair value based on the valuation
performed by independent professional valuers. The determination
of the fair value involves assumption of market conditions. The
Directors have exercised their judgement and are satisfied that the
method of valuation is reflective of the current market conditions.
Favourable or unfavourable changes to these assumptions would
result in changes in the fair value of the Group's investment property
and corresponding adjustments to the amount of gain or loss
reported in the consolidated statements of profit or loss and other
comprehensive income. The movements of fair value of the
investment property are set out in note 15.

Current tax and deferred tax

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

Deferred tax assets relating to certain temporary differences and tax
losses are recognised as management considers it is probable that
future taxable profit will be available against which the temporary
differences or tax losses can be utilised. Where the expectation is
different from the original estimate, such differences will impact the
recognition of deferred tax assets and taxation in the periods in
which such estimate is changed.
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REVENUE AND SEGMENT INFORMATION

Revenue represents the amount received and receivable for goods
sold by the Group at invoiced value, net of returns and discounts.
The timing of revenue recognition of all revenue is at a point in time
in the Year and Year 2018. An analysis of the Group’s revenue
recognised during the year is as follows:

W5 K 2 B E R
WaEAREEEREMNC KR E KRS
ENERREE AMBRRERFTM - K
FER-_T-N\FEME KGN W tE
REMEGHRE—BHE - FARRHAK
SEWEOMIT

Year ended 31 December

BE+-A=1+—HLFE

2019 2018

—E-NF —TNE

HK$'000 HKS$'000

FERT FHET

Sales of goods HEEY 1,936,844 3,717,611

Segment information

The executive Directors, who are the CODM, review the Group’s
internal reporting in order to assess performance and allocate
resources. The CODM has determined the operating segments based
on these reports. Segment information reported internally was
analysed on the basis of the type of products sold and activities
carried out by the Group's operating division. The Group is currently
operating in two operating segments as follows:

(a) Digital Storage Products; and
(b)  General Components.

For Year 2018, there were three operating segments — Memory
Products, Data & Cloud Products and General Components.
Considering that Memory Products of the Group work hand-in-hand
with its Data & Cloud Product, management has consolidated the
two Segments (Memory Products and Data & Cloud Products) in Year
2018 into one called Digital Storage Products in the Year. The
corresponding items of segment information for Year 2018 has been
restated.

Management assesses the performance of the operating segments
based on a measure of gross profits. The accounting policies of the
operating segments are the same as those described in note 4
above.

As the segment assets and the liabilities are not regularly reported to
the Directors, the information of reportable segment assets and
liabilities is not presented.
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REVENUE AND SEGMENT INFORMATION (CONTINUED) 6 W& o EBE R (&)
The following tables represent segment information of the Group TREJNRETEREZAEENEF
provided to the management for the years: B2 D EEHR :
Year ended 31 December
BZE+-—A=+—HLLFE
2019 2018
—2—nE| —E-N\&
HK$’000 HK$'000
FET FAT
Segment revenue pan: 16
Digital Storage Products ST REEm 1,393,662 3,279,116
General Components BATTM 543,182 438,495
Total reportable segment revenue A 2D KR LR 1,936,844 3,717,611
Segment results DEBHEE
Digital Storage Products BIETEHE D 57,482 124,312
General Components BRATH 96,336 53,748
Total reportable segment profit A2 W IE TR 153,818 178,060
Other income HAtn g A 3,840 3,944
(Decrease)/increase in fair value of KEYENTE
investment property CR A,/ (2,300) 2,400
Finance costs B & R A (7,121) (18,293)
Depreciation of property, M - BB REETE
plant and equipment (3,023) (2,738)
Depreciation of right-of-use assets FREESEITES (1,426) -
Impairment loss on trade receivables B ZRBERTORERE (12,175) -
Impairment loss on purchase deposit BEZeREERE (4,325) -
Unallocated corporate expenses ROMEERS (135,537) (120,993)
(Loss)/profit before tax BT AT (E1E) %A (8,249) 42,380
Income tax expenses Frig®if (863) (9,098)
(Loss)/profit for the year FERNEER), % (9,112) 33,282
Segment revenue reported above represents revenue generated EWMz D EBUEIE 9|\*|3%}EF$Z

from external customers. There were no inter-segment sales for the
years. Segment profit represents the gross profit earned by each
segment.

Hﬂlﬁn REFE  BEDBHEHEE -
RN IEE D EAEER -
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6 REVENUE AND SEGMENT INFORMATION (CONTINUED)
Geographical information

The Group is domiciled in Hong Kong. The following table sets out
information about the geographical location of (i) the Group's
revenue from external customers and (ii) the Group's non-current
assets. The geographical location of customers is based on the
location of the customers. The geographical location of the non-
current assets other than deposits paid for acquisition of property,
plant and equipment, intangible asset and business , and deferred
tax assets is based on the physical location of the assets.

Wz K o 2R E #L (8)

o35 &
AREBUREE - TREIIE()ANEE
KEINBE P Wz M () NEREFEREE
EMEVERRNER - TPAMIEL
BEDNEREFREN - IEREEE (Wi
WME - BEREE  BYEERERD
EfRE - RERERAEERIN) i3
NENZEEECERNVE -

Year ended 31 December

BE+t-A=1T—-HLEE

2019 2018
—E-NF —E-N\F
HK$'000 HKS$'000
TFHET T
Revenue from external customers REIBEF W
Hong Kong BA 500,551 942,091
The PRC = 1,426,927 2,743,533
Others Hih 9,366 31,987
1,936,844 3,717,611
As at 31 December
W+=A=+—H
2019 2018
—E-hF —E-N\F
HK$'000 HK$'000
FET FHET
Non-current assets FREBEE
Hong Kong 55 93,722 98,476
The PRC A [ 9,011 6,172
Others Hib 79 -
102,812 104,648
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6 REVENUE AND SEGMENT INFORMATION (CONTINUED) 6
Information about major customers

The Group's revenue from customers which accounted for 10% or
more of the Group's total revenue are as follows:

Wz ko EBER (&)

FEEFEN

KEEAREBAKZE10%H A ENEP

BT

Year ended 31 December

BE+t-A=1T—-HLEE

2019 2018
—EB-NhEF —E-)N\F
Segment HKS$’000 HK$'000
2B FHET THET
Customer A Digital Storage Products & General Components 268,491 N/ANE AR
BEPA BT REEmR BRI
Customer B Digital Storage Products & General Components 211,048 N/ATNE A
ZFB IS REEmR BRI
Customer C Digital Storage Products 203,298 N/A 3
ZRC SIS IFHE M
Customer D Digital Storage Products N/ATE Fi* 547,499
EFD ST EEmM

*

The corresponding revenue did not contribute over 10% of the total
revenue of the Group.

ARSI AME AN E B AN E10%IA L o
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7 OTHERINCOME

ended 31 December

BE+-A=+—HLFE

2019 2018
—B-hEF —T-N\F
HK$’000 HKS$'000
FH&T T
Bank interest income RITH B WA 908 176
Rental income HEBA 1,440 1,005
Sundry income LT N 1,492 2,763
3,840 3,944
8 FINANCE COSTS A& B A

Year ended 31 December

BE+t-BA=1+—HLEE
2019 2018
—ZE-hEF —E-N\F
HK$’000 HKS$'000
FHET FET
Discounting charges on factoring loans RIBERZALRTH 1,626 9,869
Interests on other bank borrowings HARITEERE 5,393 8,424
Interest expense on lease liabilities HEBBMNEMEZ 102 -
7,121 18,293
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(LOSS)/PROFIT BEFORE TAX

(Loss)/profit before tax has been arrived at after charging and

crediting:

9 FRBLAT(BE), EF

BrBiAT (B1R), 8 AR RET AT
KIF :

Year ended 31 December

BE+t-A=1T—-HLEE

2019 2018
—E-NF —N\F
HK$’000 HK$'000
FE T BT
Cost of inventories recognised as BRAERT 2 FEKA
an expenses 1,781,657 3,539,551
Write-down of inventories TFEMUR 1,369
Auditor's remuneration % E AN B & 1,230 1,255
Depreciation of property, M - WE REHETE
plant and equipment 3,023 2,738
Depreciation — right-of-use assets WE —FHREEE 1,426
Listing expenses WX = 5423
Net foreign exchange loss R b 270 1,653
Short term leases expenses if@&@ﬂ‘—ZL HIFERMY
(Year 2018: operating lease charges) —N\FE:
in respect of land and buildings FEg **ﬁ‘ﬂ‘g ) 1,696 2,189
Commission expenses HeEH 65,003 32,388
Research and development expenses (Note) 5% M f 2 S (MizE) 439 -
Staff costs including director's emoluments B TN (BIEESHE)
— Basic salaries and allowance — BEARFH & MIERL 33,598 36,449
— Contributions to defined contribution — RERFRWEEIMEE
retirement plans 2,845 2,513
— Messing and welfare —RBREER 1,768 1,402
Loss on disposal of property, HEME - MERREBE
plant and equipment 4 1

Note: Staff costs of HK$262,000 was included in research and development

expenses for the Year.

MEE : B TR 7K 262,000 7T 51 AN F E #T52
MR o

ANNUAL REPORT 20193k 119



V.. e

Notes to the Consolldated F|n

10 REMUNERATION OF DIRECTORS AND FIVE HIGHEST >

PAID INDIVIDUALS
(a) Directors’ remuneration (a) E=FHFM
The emoluments paid or payable to the Directors for the year FR-ENKENESOHeH
were as follows: T
Year ended 31 December 2019 BE-_Z—h&+=-A=+—HL
FE
Salaries,
allowances  Retirement
and benefits scheme
Fees inkind contributions Total
e ERR BIK
Name a4 we ENFE FTEIER st
HK$'000 HK$’000 HK$'000 HK$'000
FET FET FET FET
Executive directors: HITEE -
Mr. Lee Bing Kwok RN EE 977 720 36 1,733
Mr. Lo Yuen Kin ETBEE 447 - 18 465
Ms. Lo Yuen Lai ETEZLT 323 320 26 669
Independent non-executive BUFHTEE -
directors:
Mr. Cheung Siu Kui RN ST A 180 - - 180
Mr. Yim Kwok Man BRI EE 180 = = 180
Dr. Chow Terence PEREL 180 - - 180
2,287 1,040 80 3,407
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10 REMUNERATION OF DIRECTORS AND FIVE HIGHEST 10 EEFMRENVESHFMAL (E)
PAID INDIVIDUALS (CONTINUED)
(a) Directors’ remuneration (Continued) (a) EZFHM(E)
Year ended 31 December 2018 BEZ-_Z—N\E+=ZA=+—HL
FE
Salaries,
allowances Retirement
and benefits scheme
Fees inkind  contributions Total
E =114
Name e we EMFlE  RIRETEIER 45
HK$'000 HK$'000 HK$'000 HKS'000

TR TAET TAET TR

Executive directors: HITEE

Mr. Lee Bing Kwok ERNEE 667 720 33 1,420

Mr. Lo Yuen Kin ETBEE 305 50 17 372

Independent non-executive BUIPTEE -

directors:

Mr. Cheung Siu Kui RN ST A 143 - - 143

Mr. Yim Kwok Man BREIS A 143 - - 143

Dr. Chow Terence BEHE 143 - - 143
1,401 770 50 2,221

Fees paid to executive Directors were mainly for services as YN TFRITESENERTEREE

Directors. Salaries, allowances and benefits in kind paid to EEREL o EXFIRAETT

executive Directors shown above were mainly for their services EENMOES  RUEREWET

in connection with the management of the affairs of the TERMEEEEAEREKAR

Group. B AR TS At -

The independent non-executive Directors’ emoluments shown FHBTIERTEEHe EERE

above were mainly for their services as Directors. EBE SR ZIRIEM ST -

Ms. Lo Yuen Lai was appointed as the Company's executive ETEBEXITR_Z—hLF=A2

directors on 22 March 2019. Mr. Cheung Siu Kui, Mr. Yim Kwok T+ ZHEZEAEARRBMITE

Man and Dr. Chow Terence were appointed as the Company’s = o R/NEE A - BB A R

independent non-executive directors on 15 February 2018. BEBEN-_ZT-NE_A+HH

BRERARRBEIULIFATES -
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10 REMUNERATION OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS (CONTINUED)

(b)

Five highest paid individuals’ remuneration

The five highest paid individuals of the Group included one
director of the Company for the years ended 31 December
2019 and 2018, details of whose emoluments are included in
the disclosures in note 10(a) above. The emoluments of the
remaining four highest paid individuals during the years are as
follows:

10 ESFMRAVESHMAL (E)

(b)

EEBRSEHMAL
HE_Z—NEFER-_ZF—\Ft+=
A=+—RHIEFE  ~EEREE
BEFMATBERRR—RES -
HEH S BN EXXHizE 10(@) #5E -
FRNER TR 55 A TR
R

Year ended 31 December

BE+-A=1+—-HLKFE

2019 2018

—E-hEF - N\F

HKS$’000 HKS$'000

FHET FHET

Salaries and other emoluments e REMEES 4,351 5173
Discretionary bonus B ISFEAL 3,707 5214
Retirement scheme contributions RIS 81 50
8,139 10,437

The emolument of the remaining four (2018: four) is within the
following bands:

BT (ZF—\F : Of) e
ITFLATEE

2019 2018

—E-hEF —E-N\F

Number Number

A ANEL

HK$1,000,001 to HK$1,500,000 1,000,001 7T 2 1,500,000 7T 3 1
HK$1,500,001 to HK$2,000,000 1,500,001 7T £ 2,000,00078 7T - 2
HK$4,500,001 to HK$5,000,000 4,500,001 7T 2 5,000,00078 7T 1 -
HK$5,500,001 to HK$6,000,000 5,500,001,%8 7T £6,000,00078 7T - 1

No remuneration was paid by the Group to any of the directors
of the Company or the five highest paid individuals as an
inducement to join or upon joining the Group or as
compensation for loss of office during the years. In addition,
the directors of the Company have not waived any
emoluments during the years.
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11 INCOME TAX EXPENSE 11 FEHAX

Year ended 31 December

BE+-A=1t—HLFE

2019 2018
—E-NF —\%F
HK$’000 HKS$'000
FHET FAT
Current tax: BEARIA
Hong Kong Profits Tax FEMEH 5,993 9,022
PRC tax R IR 44 _
Over-provision in prior years B FERERE
— Hong Kong profits tax — BENEH (46) (90)
Under-provision in prior years — PRC tax BEFEREDE — RERIE = 70
5,991 9,002
Deferred tax (Note 23) RERIE (PfF5E23) (5,128) 96
Total income tax expense recognised in FAREBRER 5
profit or loss for the year A~ 425 863 9,098
For the Years 2019 and 2018, Hong Kong Profits Tax is calculated at —NFERZZ-N\FE " #H28

8.25% on the first HK$2 million of the estimated assessable profits
and at 16.5% on the estimated assessable profits above HK$2 million.

Pursuant to the relevant regulations in respect of the Notice on the
Implementation of Inclusive Tax Concessions for Small and Micro
Enterprises (Cai Shui [2019] No.13) jointly issued by the Ministry of
Finance and the State Administration of Taxation in the PRC, for the
portion of annual taxable income which does not exceed
RMB1million, the annual taxable income shall be deducted to 25%
and the income tax shall be calculated at the rate of 20%; for the
portion of annual taxable income from RMB1 million to RMB3 million
(inclusive), the taxable income shall be deducted by 50% and the
income tax shall be calculated at the rate of 20%. PRC subsidiaries of
the Group enjoy this preferential income tax treatment for the Year.
No Enterprise Income Tax had been provided for Year 2018 as the
PRC subsidiary had no assessable profits for that period.

BATTZ A ERBENIZ 8 25% 71 HE

AMEH - M2B 8RBT L2 hatER
B A AE 165% T BB AMSH

1R 15 R B B B R A B R AR S 4 B A B
HEICRERA B e/ MU 2 T RO %
B R B AN (B85 2019113 5% ) 69 MBI AR
T HFERABAAESETERARK 100
BT D - RIE 25% ET AR FL AT 1S
B 200 KBTS HERE
MEPTS BB ARK100ETTETEBA
ARE30&8 (5 AREI008TTEA
R¥30087T) WELD + I 50% T A JE
NFRETISEE » 12 20% M T REUNFTIS R -
REBMNFEMBRARRAFEZA I

A HEERFE - NP EMNERQF
A% HA 3 8 B SR B ) B Ml —

T N\FEFHEREMEHR -
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11 INCOME TAX EXPENSE (CONTINUED) 11

The income tax expense for the year can be reconciled to the (loss)/ FRZEHAXEGE B RAMS
profit before tax per the consolidated statements of profit or loss and B s & FTE R B AT (E518), % I ¥ BR
other comprehensive income as follows: mr

FrieBipx ()

Year ended 31 December

BE+t-A=T—-HLEE

2019 2018
—E-hF —E-N\F
HK$'000 HK$'000
FET FAET
(Loss)/profit before tax BB AT (EE), A (8,249) 42,380
Tax at the applicable income tax rate of 1#216.5% 2 HERAFTSHIERETER
16.5% (2018: 16.5%) BB (ZZE—)/\F : 165%) (1,361) 6,993
Tax effect of expenses not deductible TR AZ 2 RIS E
for tax purpose 2,359 2,112
Tax effect of income not taxable BERBRA Z B2
for tax purpose (252) (432)
Tax effect of utilisation of tax losses BRI AERTIEEE 2
previously not recognised Mg & (45) -
Tax effect of tax losses not recognised RERHIEBEZHEZE 115 1,024
Tax effect of deductible temporary ARHEZR Uzﬁﬁﬂq HER
differences not recognised R E 142 (100)
Tax effect of different tax rates of RE A BERE R & 2 WE A A
subsidiaries operating in other jurisdictions iR N[A 7 i i g/ £ 63 (314)
Tax effect of concessionary tax rate BEMENTIETE (165) (165)
Over-provision in prior years, net BAEFEERARERRE (46) (20)
Others Hith 53 -
Income tax expense for the year FRMEHAX 863 9,098
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12 (LOSS)/EARNINGS PER SHARE 12 SRUER)BF
2019 2018
—E-hF —E-)N\F
HK$’000 HK$'000
FHET FAT
(Loss)/earnings (BR) &R
(Loss)/profit for the year attributable to RAAEE ANEIEER
owners of the Company (E518), &= 7 (16,985) 22,614
2019 2018
—E-NF —E-N\F
Number of ordinary shares ZEREE
Weighted average number of ordinary shares Ftat& & REAREF| T = 5
for the purpose of basic earnings per share - 3@A% H#E 19 Ex 1,000,000,000 950,000,000
The weighted average number of ordinary shares as presented X 2N —_E-NFEZBRINEF
above for Year 2018 had taken into account of the Reorganisation as BEEAAEBEH(EBHENBRERERN
detailed in the subsection headed “Reorganisation” under the [FEsE - BEAREEZRE] —fE4] D
section headed “History, Reorganisation and Group Structure” in the #1) & AR{b 377 749,999,900 B f& 15 + T
Prospectus and the capitalisation issue of 749,999,900 Shares, which EEZETERARRIMNLIMBEH =
was effective on 16 March 2018, the listing date of the Company. —NFE=ZA+BEK -
No diluted (loss)/earnings per share is presented as the Company did MEZ7SRES(FER) 8BF R
not have any dilutive potential ordinary shares for the Year and Year ABRARNRRAFER_-_E—N\FEHE
2018. EBEEEEL AR -
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13 DIVIDENDS

The final dividend for the Year 2018 amounting to HK$6,OO’O,OO()Lwas -
paid to the Shareholders on Friday, 5 July 2019.

The Board of Directors did not recommend any dividend for the Year
(2018: final dividend of 0.6 HK cents per ordinary share).

For the Year and Year 2018, the subsidiaries of the Company made

the following distributions:

:T‘A$FMX%&Ewwmo
BT °

EESWEEREAFRIRBEMRS
(ZBE—N\F: RKEBREZREBERKG

) -
REAFER-FT—N\FE  KRAINE
RAEHATHIE -
2019 2018
—E-NF —FN\E
HK$'000 HK$'000
FHET FET

Dividends declared and paid to
non-controlling shareholder
by Data Star Inc.

Dividend declared and paid to its then
controlling shareholder by Apex Team

Data Star Inc. M 3EZEARAR R =k

SRR,

Apex TeamA) E &

Ry HO P2 A
BERE IR RIRT E R

5,897 2,184

= 15,975
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14 PROPERTY, PLANT AND EQUIPMENT AND LEASES 14 Y% BERREUAREE
Property, plant and equipment a. YE- BERR®E
Leasehold Furniture ~ Computer
landand  Leasehold and  and office Motor
building improvement fixtures  equipment vehicle Total
HETi EK
REF HEEE HFEREE N AE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THET THET THET THET THET
Cost A
At 1 January 2018 RZZ—/\&—A—-H 50,483 1282 943 1818 851 55377
Additions NE - 384 64 587 1414 2449
Disposal HE = = = 7 = )
Exchange realignment [ 2 (314) = = ) 43) (366)
At 31 December 2018 and R-ZE-N\F
1 January 2019 TZRA=+—-Ak
“T-nF-HA-H 50,169 1,666 1,007 2,389 2,222 57,453
Additions NE - - - 265 418 683
Disposal HE - - - (22) = (22)
Exchange realignment P& 5 2% (110) - - (3) (15) (128)
As at 31 December 2019 RZZ-NF
+-A=+—~H 50,059 1,666 1,007 2,629 2,625 57,986
Accumulated depreciation ZEHrE
At 1 January 2018 RZE-\F—A—H 2773 297 244 793 7 4114
Charge for the year FAZH 1,700 304 191 349 194 2738
Disposal HE - - - ©) - ()
Exchange realignment S (34) = = (4 ) (41)
At 31 December 2018 and —Z-N\F
1 January 2019 TZRA=+—-Ak
“Z-N1E—-H—H 4,439 601 435 1,132 198 6,805
Charge for the year FERxt 1,686 333 195 422 387 3,023
Disposal & - - - (18) - (18)
Exchange realignment 0B 5 % (17) - - (1 3) (21)
As at 31 December 2019 RZE-AF+=R
=f+—H 6,108 934 630 1,535 582 9,789
Net book value FEFE
As at 31 December 2019 R-Z-N%E
+-A=1t—H 43,951 732 377 1,094 2,043 48,197
As at 31 December 2018 R-E-N\&
+-A=1t—H 45,730 1,065 572 1257 2,024 50,648

The leasehold land and building of HK$39,095,000 have been
mortgaged to secure general banking facilities granted to the
Group at 31 December 2019 (2018: HK$40,517,000).

RZZE-NF+ZA=+—H &
%8 439,0050008 T 2 HE 1 &
BFEHRIF - LWERETFALEEZ
—REBETHRE(ZZT - N\ F:
40,517,000/ 7T) °
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14 PROPERTY, PLANT AND EQUIPMENT AND LEASES 14 Y% BERRELURHEE(H)
(CONTINUED)
a. Property, plant and equipment (Continued) a. Y¥E - BERZRE(E)
The net book value of leasehold land and building at the end FRZEETHRIEFZEEEZE
of the year analysed by the term of the leases are as follows: RBHESHTMAT
2019 2018
b I — N\
HK$’000 HK$'000
FET THEIT
In Hong Kong REB
— Medium term leases — R EIE 39,095 40,517
In the PRC RPE
— Medium term leases — hHfE 4,059 4,358
— Long term leases — REHE 797 855
43,951 45,730
b. Leases b. HE&E
The Group has lease arrangements for properties leased for AEEABHEMEENIER
office and warehouse use. The lease terms are generally ERZNHELREE - M —&N ?
ranged from 1 to 2 years. The followings are right-of use assets —EMF e *ETJ%?/%/@!#?X#&%&E'J
recognised according to HKFRS 16 F16RERZERAREENT -
Right-of use assets EREEE
Properties
Leased for
Own use
FEB AN
HEWE
HK$'000
THETT
At 1 January 2019 hEFE—H—H -
Additions NE 4,334
Depreciation e (1,426)
Exchange realignment BE 5, 3% 7
At 31 December 2019 —h&E+=ZA=+—H 2915

The Group has initially applied HKFRS 16 using the modified
retrospective approach for the Year. The adoption of HKFRS 16
has no significant impact on the financial position as at 1
January 2019. Details refer to note 3 to consolidated financial
statements.
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w3

14 PROPERTY, PLANT AND EQUIPMENT AND LEASES 14 YE¥ BELREBURHEE (&)
(CONTINUED)
b. Leases (Continued) b. MHE&&)
Right-of use assets (Continued) EREEE (&)

The analysis of expense items in relation to leases recognised

RiEmERZ AREENEREA

in profit or loss is as follows: DITEAT :
2019
—E-hEF
HK$’000
FET
Depreciation charge of right-of-use assets by REBEESENERAREE Y
class of underlying asset: TEER :
Ownership interests in leasehold land and RIFEE AMHEE it RIEFH
building for own use HmEEER 1,686
Properties leased for own use HIEB ANHEES 1,426
Interest on lease liabilities HEAERL 102
Expenses relating to short term leases EAEHEEER 1,696

For the Year, additions to right-of-use assets of HK$4,334,000
related to the capitalised lease payments payable under new

tenancy agreements.

The total cash outflow for leases for the Year amounted to

HK$1,461,000.

RAFE  FHEREREBENEHEE
KMEENHEFIEZFREEER
B 54,334,000 7T °

&)

AFEHER:sRERE A
1,461,000/ 7T °
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14 PROPERTY, PLANT AND EQUIPMENT AND LEASES 14 Y% BERZEBEURES(E)
(CONTINUED)
b. Leases (Continued) b. MHE(H)
Lease liabilities HEESE
The following table shows the remaining contractual TREJIAEERFRNEERE
maturities of the Group's lease liabilities at the end of the year: Flers A HAR -
31 December 2019 1 January 2019
—2-hE+=A=+—H —ZT-NF—-H—H
Present Present
value of the Total value of the Total
minimum minimum minimum minimum
lease lease lease lease
payables payments payables payments

REHE REEE | KEHE REHE
ARORE  (REE | FNRE  ReE
HK$’000 HK$’000 HK$'000 HK$'000
TR TR THET TR

Within 1 year —FR 2,173 2,257 = -
After 1 year but within 2year ~ —E4 RRER 802 813 — —
2,975 3,070 - -
15 INVESTMENT PROPERTY 15 REYHE
2019 2018
—E-hF —E-N\F
HK$'000 HKS$'000
F#ET FHET
At fair value BRAFE
At 1 January n—H—H 54,000 51,600
Fair value adjustment N EFE (2,300) 2,400
At 31 December nt+—_A=+—H 51,700 54,000
The Group's investment property is a commercial property situated REEBNKREMELEMNNEENEED
in Hong Kong, held on medium term leases and leased out to third 2 A SEEYHBETFE=H -
parties. The investment property was revalued by RHL Appraisal EWE TR KFITEEHEBER AR D T
Limited as at 31 December 2019 and 2018 on an open market value N ZEE—-—HhLEE_ZE—-—NE+=A
basis. It is an independent professional valuer, who has among its —t+— AR AFMEREELETER - %
staff holding recognised and relevant professional qualification with NAAEBYEEGHERM BAEZRET
recent experience in the location and category of property being BARMEBEEERITRATEEYD
valued. B R ER A E AR A o
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15

INVESTMENT PROPERTY (CONTINUED)

The valuation at 31 December 2019 and 2018 was arrived by
adopting the direct comparison method where comparison based
on price information of comparable properties is made. Comparable
properties of similar size, character and location are analysed and
carefully weighed against all the respective advantages and
disadvantages of each property in order to arrive at a fair comparison
of capital values.

The investment property has been mortgaged to secure general
banking facilities granted to the Group at 31 December 2019 and
2018.

Fair value measurement:

Fair value measurements are categorised into the three-level fair
value hierarchy as defined in HKFRS 13 Fair value measurement. The
level into which a fair value measurement is classified is determined
with reference to the observability and significance of the inputs
used in the valuation technique as follows:

Level 1 — unadjusted quoted prices in active markets for
identical asset or liabilities

Level 2 — inputs other than quoted prices included within
Level 1 that are observable for the asset or
liability

Level 3 —  unobservable inputs for the asset or liability

Details of the Group's investment property and information about
the fair value measurements for the year are as follows:

15

REYE(E)
R-_ZE-—AER-_ZT—-—N\FE+=-A
=T —HNMERAEELLEE - AR
B AL BYENERERHEITIEE °
AN FERABREEHNIELRYE
SWHN - WTAREGSYWENREF
B MM AFHEREARE -

KREYEDER  UWERR T — N4
F—E—NF+_A=+—HETEE
Er—ARIRITRE ©

ATEHE -

RHEAESBR=RLXTEER(EE
REBMBEREERE 135% A FEE
B) - AVEFESENFRTIIR2EN
THEERMATAE ABBN A BRER
EREMREFE

HREEXBEREED
152 RICHERE
BEXRBEZANEEGA
#gE (B—RABEZRH
BERIM)
BEXBEITIHESR
ABIR

F—R —

BH —

%‘-En& 7

FREEERENLEORERERAT
B EHEHBIINT

Level 1 Level 2 Level 3 Total
= FZR EF=ZR st
HKS$'000 HKS$'000 HKS'000 HK$'000
FHT FHET FHET FH&T
Recurring fair value KEMAFEFE
measurements
Commercial property UREBNEEDE
located in Hong Kong
31 December 2019 —E-hE+=H=+—-8 | _ - 51,700 51,700
31 December 2018 —E-N\F+=-_/A=+—H 54,000 - 54,000
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R E el ks

INVESTMENT PROPERTY (CONTINUED)

The Group’s policy is to recognise transfers between levels of fair
value hierarchy as at the end of the year in which they occur. For the
Year 2019, the fair value measurements for the investment property
are transferred from Level 2 to Level 3 of the fair value hierarchy. The
transfer is due to significant adjustments required to be made to the
available observable inputs to make it comparable to the investment
property of the Group being measured in Year 2019 but no
significant adjustment to the inputs was required for the valuation in
the Year 2018. For Year 2018, the fair value measurements for the
investment property were transferred from Level 3 to Level 2 of the
fair value hierarchy due to change of valuation technique from
income capitalization method in Year 2017 to direct comparable
method in Year 2018. There were no transfers between Level 1 or
Level 2 for both years.

The fair value of investment property is determined using direct
comparison method by reference to sales price of comparable
properties which is publicly available. Relevant comparable
properties are analysed and considered with adjustments including
location, time, size, building age and others as appropriate. The most
significant input into this valuation approach is price per square foot.

The fair value measurement for investment property as at 31
December 2019 is categorized as Level 3 of the fair value hierarchy.
Key unobservable inputs used in valuing the investment property as
at 31 December 2019 are as follows:

Valuation technique  Key unobservable inputs

15

As at
31 December 2019

REWE (&)

AEBZBRRA/AFERBEERFERE
TEREEIBR R_T-AF &
BYWENRAFEFEHAFEBRNF

“HRBAR=R - ZERETEANTEY
ARZABRABELERRAE  UE
HE-_Z-NFHEZAEEBRENME
AELE E-E-N\FNHEEEFY
BABBEHENERRAR KR _F
—\F ARGEERTE-_F—tFH
WABREEE R -_T—\FOHEE
LBOE  REMEZ A FEFEHART
BEERNE=RBAZ R - XMEF
B F—REF_FoHBEERE -

&ﬁ%%%“iEELﬂQ%T“ﬁH
BRI ELEMEESE  RAEELER
iﬁ%m HEBTELRME M
2h R R/ BERREM(IER)
ERABTUSLMERZE - ZGEH A&
EENBABE AT FEHROER -

R-ZBE-NFE+-_A=+—H REY
ENAFEAENBARFEERE=
BeR_F-—NF+_HA=+—8 %
BREMEFETEEEANEIEATERE
WABURIMT -

Inter-relationship between key
unobservable inputs and
fair value measurement

R-Z-NE FEFTERGARERK
fEEEM FEFTHERARE tZA=t—-B AQVEFEZBNEERE

Direct comparison Market unit rate per square feet

BERIEA BYHRMIGENEE

132 APEX ACE HOLDING LIMITED Yt EE RIS 2% B fR A Al

HK$19,762 to HK$29,720

19,7628 7L £ 29,7207 7T

Increase in market unit rate, increase in
fair value of the investment property
BB EEEM  REMED
DAL



Notes to the Consolidated Financial Statements
fo= AN E

sre SRR MR

15

16

17

INVESTMENT PROPERTY (CONTINUED)

The movements during the year ended 31 December 2018 and 2019
in the balance of the Level 3 fair value measurements are as follows:

15 BEYHE(E)
REBEE_ZE—N\EER_F—NLF+_A
=+—HIEEE F=BAFEFEL

SR BHET -
HK$'000
FAT
At 1 January 2018 R=ZE—N\FE—H—H 51,600
Transfer to Level 2 NG Jat (1) (51,600)
At 31 December 2018 and 1 January 2019 RZE—\FE+_A=+—H
E—F-NF—H—H -
Transfer from Level 2 EEE & 54,000
Unrealised loss from fair value adjustment STABGZZ A ERAE 2 REHREE
included in profit or loss
— Decrease in fair value of investment property — REMELTERD (2,300)
At 31 December 2019 R-ZE—-hE+=-_A=+—H 51,700

The loss/gains recognised in profit or loss for the years arise from the

FAREERRAZEE WEEEAF

investment property held at the end of the year. REFEREREME -
INVENTORIES 16 #&H
2019 2018
—E-hE —ZE-N\&E
HK$’000 HKS$'000
FExT FAET
Trading inventories B5FE 88,018 84,834
TRADE RECEIVABLES 17 EZERWER
2019 2018
—E-AEF —E-N\F
HK$'000 HKS$'000
FHT FHETT
Trade receivables E S5 EWRR 498,036 508,953
Less: allowance for impairment T BB B (12,175) -
485,861 508,953
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TRADE RECEIVABLES (CONTINUED)

The Group's trading terms with its customers are mainly on open
account terms, except for new customers, where payment in
advance is normally required. The balance of the business is on open
account terms which is normally covered by customers’ letters of
credit or is factored to external financial institutions. The credit terms
vary from 1 day to 120 days after the monthly statement. The Group
seeks to maintain strict control over its outstanding receivables to
minimise credit risk. Overdue balances are regularly reviewed by
management. Trade receivables are non-interest-bearing and their
carrying amounts approximate to their fair values.

The following is an ageing analysis of trade receivables based on the
invoice date:

17

B 2 BUWARM (&)
AEBEEZFNE S GEHREZAEE
AT - T EE —RAFRN AR
i o~ LA%EEH‘EL??E’JE%FEH&EEM
BB AETFEREXNREEINDS
MEE - EEHANF1IHEAHRKR 120
B o 7N 5 [ 31 5 R Wi (o] 78 5k TR A 5 R
EEE BUREKEERR BEEES
TR B E R %ﬁ%ﬁéﬂﬁlﬁﬁ R
S BEFREEREEQAFHERS

B 5 R IR % 5 B A e BR#° o AT 40
s @

2019 2018

—E-hF —ZE-N\F

HK$'000 HKS$'000

FHET FABT

0-30 days 0Z230H 168,870 183,335
1-60 days 31260H 132,380 100,064
1-90 days 61%90H 90,243 87,673
More than 90 days Q0B E 106,543 137,881
498,036 508,953

Less: Allowance for impairment o ORERE (12,175) =
485,861 508,953
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17 TRADE RECEIVABLES (CONTINUED)

18

17

Impairment losses in respect of trade receivables are recorded using
an allowance account based on lifetime expected credit loss unless
there is no expectation of recovery, in which case the impairment
loss is written off against trade receivables directly. Details of
impairment assessment of trade receivable for the year ended 31
December 2019 are set out in note 30. The movement in the

B 5% BYRAR ()

B HRERFREBRRABERER
HEMEEBFEAR  BETHER
WRZHRBEZBERT  HEBBRERER
BHRYIEZME EHEEE_FT—N
FT-A=T—"BLFEENEZFRKE
BORERF AR FIE NI EE30 - RFA

allowance for doubtful debts during the year is as follows: ZREEBESEHNT -
2019 2018
—E-NF —TN\E
HK$'000 HK$'000
FEx FHT
At 1 January mn—H—H - 2,119
Impairment loss recognised HRBERE 12,175 2,119)
At 31 December W+—A=+—H 12,175 =

At 31 December 2019, trade receivables of the Group with an
aggregate carrying amount of HK$270,857,000 (2018:
HK$367,320,000) have been assigned to banks to secure the general

banking facilities of the Group.

R-ZE—AE+_A=+—H KEH
& BR T (B £ 270,857,000 L ( —Z & — N\
F 13673200008 70) < B S EUERKE
BETIRIT LVERAEE—MRIRTH
gf o

OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS 18 HtEWRE HERFAEMNFIE
2019 2018
—E-NF —E)N\F
HK$'000 HKS$'000
FET FAET
Other receivables E b W GRIR 2,354 2,277
Deposit for purchase (note i) REZe (KI5 2,839 60,049
Utilities and other deposits IKENREMIES 952 586
Prepaid expenses AR 2,000 3,339
Deposit paid for acquisition of property, WEEZE - BB MR B
plant and equipment BffiEe 1,858 1,891
Deposit paid for acquisition of intangible WEEEFEEMNE MiLe
asset (note ii) (B=Ei) 15,600 7,800
Deposit for proposed acquisition of R EEENILTS
business (note iii) (B &E i) 11,123 -
36,726 75,942
Less: amount classified as current assets B D FEARSEENSRE (8,145) (66,251)
Amount classified as non-current assets DR ARIEREEENSE 28,581 9,691
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18 OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS 18 HMEWNRE  RERASHEE)
(CONTINUED)
Notes: B E
In prior years, the Group entered into agency agreements with a RBEFE - NEERN BRI
supplier of chip products for selling its products and purchase REBEALEHEER KBRS
deposits of HK$9,360,000 were paid. The agency agreements have 9,360,000 L E 217 « REHHENFEA
been expired during the year and the balance of the purchase 8w - EZEARE B E - 432500078 7T
deposits of HK$4,325,000 has not been refunded to the Group up to HERBIZ S ERARRETAER - B
the date of this report. Since there is uncertainty on the recoverability RIEERBEEESAIENY - AEE
of the purchase deposit, full provision for impairment loss on the R - EEA$¢FEEWZJT7KE§?;Z§ SEUR
purchase deposit was recognised for the Year for the prudence sake. BEEEEE
ii. Itis earnest deposit paid to Vendor for acquisition of certain i WHAKRBETOEERES MR
distributorship rights. On 30 September 2019, the Group entered into Ee - RZZTE—NFALA=1H ' &&
the Acquisition Agreement with the Vendor, which allows the Vendor EEE L WERE 2RI
to transfer the distributorship rights of electronic components, other FEEFEE - H AR EEm R ZERED
ancillary products and plastic components to the Group at the 1% 2 5 $54E LA 5,000,000 2 TE K (B8 8
consideration of US$5,000,000. The acquisition of distributorship rights FTAEE - WESHER=-T—NF
is not completed at 31 December 2019. +=ZA=+—HHKEK °
ii.  Itis refundable deposit paid to a third party who is the beneficial i.  WHARRFEKZABEARZEE
owner as to the entire equity interest in the target company BaRE= TN (RESHEBEA)N
established in the PRC. The Group entered into a non-legally binding ARERE R-_TE—hAhF+—At
memorandum of understanding with the owner of the target H A"EEHEBEAFHESA - ER
company, the guarantors, the target company and the target business A BEARRBZEEBSQRISRERRK
company in relation to the proposed acquisition on 7 November 2019. BEIE O EEZORNARRE
Bk
19 BANKBALANCES AND CASH 19 S|RITEHRRES
2019 2018
—E-NEF - N\F
HK$'000 HK$'000
THET FAET
Cash at banks and on hand RITNFHRRE 211,809 182,639

Bank balances and cash comprise cash and short-term deposits held
with financial institutions and carry interest at prevailing market rates.

As at 31 December 2019, the Group places approximately
HK$4,539,000 (2018: HK$9,337,000) in banks in the PRC, the
remittance of which is subject to relevant rules and regulations of
foreign exchange control promulgated by the PRC government.
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20 TRADE PAYABLES 20 BESEMAEREX

2019 2018

—E-hF —E-)N\F

HK$’000 HK$'000

FHET FAT

Trade payables B I ENER 224,950 205,389
An ageing analysis of the Group's trade payables presented based on AEERESREBARIEZEZHHLZS

the invoice date at the end of each reporting date, is as follows: MBS EMNBRRABRE DT ¢

2019 2018

—E-NF —E-N\F

HK$’000 HK$'000

FE T FET

0-30 days 0&30H 149,451 146,716

31-60 days 31E260H 72,035 46,807

61-90 days 61290H 2,965 11,045

More than 90 days 9B M £ 499 1,321

224,950 205,889

21 OTHER PAYABLES, ACCRUALS AND DEPOSITS RECEIVED 21 HttENHKIE - BEstEARE WIE

&

2019 2018

—E-hF ZE-N\F

HK$’000 HK$'000

FHERT FHT

Other payables and accruals Hib e sIE R BT E A 42,848 24,191

Value added tax payables FETIE{ERT 298 201

Customer deposits received BREFES 1,434 6,682

Rental deposit received ENEERS 240 240

44,820 31,314
Customer deposits received represents consideration received from BRI & A & B R 8 W Bl
customers for goods before the Group recognises the related REVRAEFEBRORE - BEFPER
revenue. Customer deposits of HK$5,575,000 included in the balance 5,575,0007%8 7L ( = — )\ : 1,256,000
as at 1 January 2019 were recognised as revenue during the Year TTEFARZZE-NF—A—ANE

(2018: HK$1,256,000). B WNAFEER R o
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22 BANKBORROWINGS 22 RITHEE
2019 2018
—E-hF —E-)N\F
HK$’000 HK$'000
FET FAT
Current liabilities REEE
Factoring loans RIBER 144,538 205,953
Other bank loans HiRITER 183,053 158,804
Bank instalment loans RITH Hﬂ%m&
— portion of loans due for repayment — AN —FRNEEZ
within one year BE 2,787 8,191
— portion of loans due for repayment — AR —FREEZ
after one year which contain BRE D
a repayment on demand clause (I AR BRIEE KR 15,714 18,320
346,092 391,268

The Group's bank loans are carried at amortised cost. None of
the portion of the term loans due for repayment after one year
which contain a repayment on demand clause and that is
classified as current liability is expected to be settled within
one year.

Factoring loans are variable-rate borrowings which carry
effective rate (which is also equal to contractual interest rate)
of 3.12% to 3.91% per annum at 31 December 2019 (2018:
3.92% to 4.97%).

Other bank loans represent import loans, trust receipts loans
and revolving loan which are variable-rate borrowings and
carry effective interest rate ranging from 3.14% to 4.66% per
annum at 31 December 2019 (2018: 3.65% to 5.23%).

Bank instalment loans are variable-rate borrowings and carry
effective interest rate of 2.75% to 3.92% per annum at 31
December 2019 (2018: 1.98% to 2.79%).
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22 BANKBORROWINGS (CONTINUED) 22 RITEE (&)
(iy  During the Year, the Group has transferred the collection right iy MRAEER  AEECDREFRER

of certain trade receivables to financial institutions under
factoring agreements, but such transfers do not qualify for
derecognition in the consolidated financial statements. A
transferred asset is derecognised when the Group transfers the
asset and substantially all the risks and rewards of ownership of
the asset to another entity. The factoring facilities are secured
by pledge of assets and corporate guarantees executed by the
Group and personal guarantee executed by Mr. Pai. Given that
the financial institutions are authorised to realise and sell the
pledged assets in case of default and guarantee is provided to
the transferees, the Group has not transferred the significant
risks and rewards relating to the transferred assets to the
financial institutions. Accordingly, the transferred assets
continue to be recognised in its entirety and the consideration
received is recognised as a liability.

The carrying amounts of the transferred assets and their

AT E SRR e EE
ETTREE  BAREEASE
RNER A M B RMRAZ LR - EX
SEEREERKEEMBRENE
Rt EEREEES &
B ARIIRACDERRE - RIB
BMENBEEARAREMERR]
ERERBTEMEEAERSEA
e ERNCRMEBEREEROER
EEARBEROERTER R
EEEMEE  BAKERAKD
HEEAENEARRMOFEES
BEE-Elt EEBREEEED

mEALD B EERSAR -

EEEEELEABAGZREE

associated liabilities are as follows: /O
2019 2018
—E-hF —F-N\F
Trade Trade
receivables receivables
transferred transferred
under under
factoring factoring
agreements agreements
REREWHR | BEREREHER
EECES HE2E5)
PE U BR X FEUBR R
HK$’000 HK$'000
FHExT FAET
Carrying amount of transferred assets DEEEERERE 253,688 366,711
Carrying amount of associated liabilities  #AE B & 2 BREE 144,538 205,953
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22 BANKBORROWINGS (CONTINUED) 22 SRITEEGE)

(iv) At 31 December 2019, the banking facilities of the Group were vy R-—ZE—hAFE+-_A=+—H &K
secured by trade receivables of the Group with an aggregate SERTHEANEAREER
carrying amount of HK$270,857,000 (2018: HK$367,320,000), 270,857,000% ;t( = & — N\ & :
the legal charge over the investment property of the Group, 367,320,000/ 7L) 2 B SRR
leasehold land and buildings of HK$39,095,000 of the Group REBEEMEZEERT - A&
(2018: HK$40,517,000), insurance policy executed by a related B 7 & £ #b I 12 5 39,095,000 7 7T
company, personal guarantees executed by Mr. Pai, and —Z— )\ :40,517,0007C) * —
corporate guarantees executed by the Group. FEE QRIS ARE - BEE

FIEE AR R AR EBF{ER A HE
RIEHEAR

(v) At 31 December 2019 and 2018, the bank instalment loans vy, RZZE—NFER_ZT—N\F+_A
were due for repayment as follows, which are based on the =+—8 fITH/BMEREREE
scheduled repayment dates set out in the loan agreements NipETSEEEERBHEE - 8
and ignore the effect of any repayment on demand clause: W ET AMETREREEIERZ %

&Z® .

2019 2018

—E-hF —ZE-)N\F

HK$’000 HK$'000

FER FHT

Within one year —F R 2,787 8,191

After one year but within two years —FRERMFA 2,512 2,682

After two years but within five years MEZRBRFA 5,708 6,374

After five years hF& 7,494 9,264
18,501 26,511

23 DEFERRED TAX ASSETS/LIABILITIES 23 EEBIEEE AE

The net movement of deferred tax assets/(liabilities) are as follows: EERBEAE (ARG ZFELEHWNT -
2019 2018

—E-NEF —E-NF

HK$’000 HKS$'000

FERT FET

Balance at 1 January R—A—B &% (386) (290)

Credited/(charged) to profit or loss (note 11) &t A/ (F0Br B ) B2 (KizE11) 5,128 (96)

Exchange realignment [E 5,2 1 -

Balance at 31 December R+ZA=+—RAz&#% 4,743 (386)
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23 DEFERRED TAX ASSETS/LIABILITIES (CONTINUED)

Deferred tax assets

23 EEBIREE AE(H)

EEBIREE

Provision for

impairment Tax losses Total
BERE BIEEE et
HK$'000 HK$'000 HK$'000
FHT FAET FET
Balance at 1 January 2018, RZZF—NF—H—H"
31 December 2018 and —E-N\F+=A
1 January 2019 =t+t—BRZZE—hN%F
—A—Bz#&H% - - -
Credited to profit or loss FTAFENER
for the year 744 4,418 5,162
Balance at 31 December 2019 RZZE—NF
+ZA=+—B2z#&% 744 4,418 5,162
Deferred tax liabilities BEHEAE
Accelerated
tax
depreciation Others Total
MMEHIBERE Hity et
HK$'000 HK$'000 HK$'000
FAT FAET FET
The Group EHE
Balance at 1 January 2018 RZE—-N\F—HA—H
2 REER 290 - 290
Charged to profit or loss mnkaE= 9% - 9%
Balance at 31 December 2018 R-Z—N\EFE
and 1 January 2019 +—A=+—8xk
—ZE-hF—-HA—H
ZREER 386 - 386
Charged to profit or loss for the year 1k B £ N1E= 2 32 34
Exchange realignment bE 5, S - (1) (1)
Balance at 31 December 2019 N-E—NEF
TZA=+—Bz&H 388 31 419
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23

B BHRRIH

ID[II/

DEFERRED TAX ASSETS/LIABILITIES (CONTINUED)

Reconciliation to the consolidated statement of financial
position

For the purpose of consolidated statement of financial position
presentation, certain deferred tax assets and liabilities have been
offset. The following is the analysis of the deferred tax balances for
financial reporting purposes:

23 EEBIREE AE(H)

REMBMRRROE R

REINGEEMBRRE - FTEEHRA
BERABEE TREH - AT RRMHB
B B VTR 2 IR AERR TR AE SR AT

2019 2018
—E-NEF —=-N\F
HK$’000 HK$'000
FER FHIT
Deferred tax assets RIETRIBE = 4,868 -
Deferred tax liabilities EEBIEAE (125) (386)
4,743 (386)
Deferred tax assets not recognised: RIER AL IBEE -

The following are the major deferred tax assets not recognised in the
consolidated statement of financial position:

AT RAREEAEMARER TR
EERAEE -

2019 2018
—EB-NF | —TN\F

HK$’000 HK$'000

FET FET

Tax loss HIEE 1,035 983

No deferred tax asset has been recognised in respect of the above
items due to unpredictability of future profit streams. At 31
December 2019, the Group has unused tax losses of approximately
HK$4,818,000 (2018: HKS$3,934,000) available for offset against future
profits. The tax losses will expire on various dates within five years
from the reporting dates.

Deferred tax liabilities not recognised:

At 31 December 2019, temporary differences relating to the
undistributed profits of a subsidiary amounted to HK$823,000.
Deferred tax liabilities of HK$41,000 have not been recognised in
respect of the tax that would be payable on the distribution of these
retained profits as the Group controls the dividend policy of the
subsidiaries and it has been determined that it is probable that these
profits will not be distributed in the foreseeable future.
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A EE B 448180008 T ( =T — )\
F 13,934,000 70 ) A 4K S R ROE T o
REGBEKAREBHERFANSZE
HHAZIHA -

RERZEATIEEE :
—NFE+ZA=+—8" HBA
B R 7K & B 2 E B ZE 58 48230008
TL o WARTE D IR B IR m M i e 2
I RIELER BB E41,00087T  T)
AAREBEZEHZENB QG 2R EK
% BEE®MER AR RRZE R
ATRE T EDIK ©



Notes to the Consolidated Financial Statements

= A

sre SRR MR

24 SHARE CAPITAL 24 KA
Details of the share capital of the Company are as follows: RRATRAHFFBFAN
Number of
shares Amount
MRAEE ]
Note HKS
BT BT
The Company FiN/NE ]
Ordinary shares of HK$0.01 each FREB01ET . Tl
Authorised: ERE
Asat 1 January 2018 RZZ—-N\F—HF—H 38,000,000 380,000
Increase of authorised share HEINETE R A
capital @) 1,962,000,000 19,620,000
As at 31 December 2018, RN_ZE—N\E+-_A=+—H"
1 January 2019 and “E-NFE-A-BK
31 December 2019 —E-NF+=-RA=1+—H 2,000,000,000 20,000,000
Issued and allotted: BT R
As at 1 January 2018 R_ZE—\F—H—H 1 =
Reorganisation EE| (b) 99 1
Share capitalisation R B AL © 749,999,900 7,499,999
Global offering of shares Rfn B EREE (d) 250,000,000 2,500,000
As at 31 December 2018, N_E—NE+-_A=+—H-
1 January 2019 and —E-AF-A-BK
31 December 2019 “E-hEFE+=-RAR=+—8H 1,000,000,000 10,000,000
Note: BiaE -

(@)

On 15 February 2018, the authorised share capital of the Company
was increased to HK$20,000,000 divided into 2,000,000,000 shares of
nominal value of HK$0.01 by the creation of an additional
1,962,000,000 shares of HK$0.01 each.

On 15 February 2018, Ace Power and the Company entered into a
share swap agreement pursuant to which the Company acquired
from Ace Power one share in Apex Team, representing the entire
issued share capital of Apex Team, in consideration and exchange for
(a) the allotment and issue of 99 Shares to Best Sheen, all credited as
fully paid (under the direction of Ace Power); and (b) the crediting as
fully paid at par the one nil paid Share held by Best Sheen.

On 16 March 2018, the Company issued a total of 749,999,900 shares
as fully paid at par to Best Sheen by way of capitalisation of an amount
of HK$7,499,999 standing to the credit of the share premium account
of the Company.

RZZE—N\EFE=_A+HH  ARFZE
TE AR 7N 375 3 58 SN 5% 1,962,000,000 A%
&% 0.01 7 7T 2 B% 1% 3 A = 20,000,000 78
JC * 9 /2,000,000,000 % & A% [ 1 0.01
B TCHRR (S ©

RZZE—N\F-A+HAB  EEEARQ
RIRI S R B - IR - ARAB
28 B R B — P% Apex Team B% 17 (FHE 7
Apex Team 2 #BE BITARAN) » LARER (a)
M ERAE R EITORARIEZR T
MR 9 (FREBIETR) + K (b) i EEA
R B — R ARSI AR (D 1R E B ARRS
B -

RZZE—NF=A+H ' AQFESE
BIGARR R GD & E IRAY 7,499,999 4 7T
ERBOBFTERNFRAEREITE
$£ 749,999,900 A& IZ E{E 4B B 17
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25

SHARE CAPITAL (CONTINUED)
Note: (Continued)

(d)  On 16 March 2018, the Company was listed on the Main Board of the
Stock Exchange with the Global Offering of ordinary shares of HK$0.01
each of the Company, including, a public offering in Hong Kong of
125,000,000 shares and an international offering of 125,000,000 shares,
in each case at a price of HK$0.50 per share.

RETIREMENT BENEFIT SCHEMES

The Group participates in the MPF Scheme under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for all qualifying
employees in Hong Kong. The MPF Scheme is a defined contribution
retirement plan administered by independent trustees. Under the
MPF Scheme, the Group and its employees are each required to
make contributions to the scheme at 5% of the employees” monthly
relevant income capped at HK$30,000. Contributions to the scheme
vest immediately. The assets of the MPF Scheme are held separately
from those of the Group, in funds under the control of trustees.

In accordance with the rules and regulations in the PRC, the
company of the Group in the PRC participates in defined
contribution retirement schemes organised by the relevant local
government authorities for its employees. This subsidiary is required
to contribute certain percentage of the employees’ basic salaries and
wages to the schemes. The local government authorities undertake
to assume the retirement benefits obligations of all existing and
future retired employees of this subsidiary. The only obligation of this
subsidiary with respect to the scheme is to meet the required
contributions under the scheme.

Total contributions paid or payable to the retirement benefit
schemes by the Group amounted to HK$2,845,000 for the year
ended 31 December 2019 (2018: HK$2,513,000), which had been
recognised as expense and included in staff costs in the consolidated
statements of profit or loss and other comprehensive income.

The Group has no other material obligation for payment of
retirement benefits beyond the contributions as described above.
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R (48)

BisE : (88)

d) RZZFE—N\F=A+/N8 KNAGIKE
RFTERET - 2RIKBER R FRE
B0 AT EBER  BREALAHE
£1250000000% B 7 & B B % &
125000000 &0 - B S B AER
0.50 77T ©

EARBEFGE

REBBERBEHMERTE S TEEH
BEBHECEREEBZNBEST
gl BEREARBYITAEEDN
TEREETURAG & - BIFATESTE
AEBEREEENEZEESTAEEANK
AHY5% M EH8I/E 45k - _EBR & 30,000
PEIL o METEIEL R IENERE - 58
BeitdlmEERAEBEED AR
£ BehAZEAE -

RIFFBEMRAEER > AEERE QA
REES2INAEEM T BT REERE
M TE BRI SR IRET 8 - BXP B 2 R 3L
BEEAFERTIEZETAD LA
SR - BRI R AR R E LI R
NEIMERE R BREKESNRKE
MEME - ZMBARLZA SN —E
ERRIEFTBIEL AR HK -

BHE _Z—NWF+_A=+—8I1%F
- AEEMRKREREEIS s ER
B IR R28450008 L ( ZF — J\F -
251300078 70) - B R AR Mt A
REBmREMEERERB TN
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26 COMMITMENT

Capital commitments

i)

(ii)

(iif)

The Acquisition Agreement has been entered into between
the Group, Vendor and guarantors on 30 September 2019, for
the transfer of the distributorship rights from the Vendor at a
consideration of USS5 million. Earnest deposit of US$2 million
(equivalent to HK$15,600,000) (2018: USSTmillion, equivalent
to HK$7,800,000) has been paid to the Vendor. At 31 December
2019, the Group has capital commitment (contracted for) for
this acquisition of USS$3 million (equivalent to HK$23,400,000)
(2018: capital commitment authorized but not contracted for
this acquisition of not more than US$4million (equivalent to
HK$31,200,000)).

On 7 November 2019, the Company entered into another non-
legally binding memorandum of understanding with the
owner of a PRC company and the guarantors in relation to the
proposed acquisition (the “"MOU"). Subject to the parties
entering into a formal agreement, it is proposed that the
Company will acquire 51% of the equity interest in the target
company from the owner. The exact amount of the
consideration for the proposed acquisition will be further
negotiated and is estimated to be less than RMB110 million. At
31 December 2019, a refundable deposit of RMB10,000,000
(equivalent to HKS$11,123,000) has been paid to the owner of
the target company. Please refer to an announcement of the
Company dated 7 November 2019 for further details.

Commitments for the acquisition of property, plant and
equipment is as follows:

26 TRiE

BRERE

0]

(ii)

(i)

AEE - BHARERARZZE—N
FHA=ZTHIZKRER:E AT
ERENERESBEEEZTEED
iHiE - AEBERE A NHES
2AE B =TT (HER 156000008 7T)

(ZZE—N\F:1H8Fx HER
78000008 L) M =—ZE — N &F
+=—A=1+—8  AEEHRZWE

EHALGEFNEAREIBEE
7¢ (18 & 7234000008 7T ) (=&
—N\F : KB EBEAEEAER
KT EARAETBBIBEET
(FEE 731,200,000 7T) )

T—NE+—A+tRH  AAA
HEZWESEEPRAREEA
MERAGINZ—MDTERRLR
NREE ((REERE]) - B
RREARARE TS AKEE
BRRE51% 2 BRHE - HEAFRTALIE
N - ERWEEEZ BIRE
SHAFE—SER  HiALR
ARBN0BEBTL RZE—NF
+=-—A=+—8 BERBEZERFHE
BEAXNARERSE AR
10,000,000 7T ( 18 & 211,123,000 7

TT) c E—HFHBEHFLHARAHA
HR-_F-NAF+-AtBZA
ffi

WHEME - BB KR ERAEN
™

2019 2018
—E-hE —N\F
HK$'000 HKS$'000
FHxT FHET
Contracted for but not provided in these B2 iT4BERAZEZLEES
consolidated financial statements B g R A - 820
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26 COMMITMENT (CONTINUED)

Operating lease commitments

The Group as lessor

The Group leases its investment property under operating lease
arrangements. The lease of the investment property is negotiated for
a term of 2 years. The lease agreements do not include an extension

26 AIE(E)
RETHERE
AEEESHBEA

AEERBEEHERHHERLKREY
oKl RENEHARSHME
HORGFRERE - R=F-NAFR=

option. As at 31 December 2019 and 2018, the operating lease TE—N\F+-A=+—H8 K&HEE
receivables are as follows: WHRIBLATR -
2019 2018
e — N\
HK$’000 HK$'000
FET THET
Within one year —EW 600 1,440
In the second to fifth years, inclusive —EEFRAF(RREEERE) - 600
600 2,040
27 SUBSIDIARIES 27 MEBRE
Particulars of the subsidiaries are as follows: BB RIFISLT -
Registered/ Percentage
issued and of equity
Place and date of fully paid attributable to
Name incorporation share capital the Company Principal activities Place of Operation
i/ ERT
£ FMALBHRAH R&RREA  ADAEEREESE  FERH Tens
2019 2018
“E-0EF | ZF)\F
Apex Team Limited British Virgin Islands Uss1 100 100 Investment holding Hong Kong
15 June 2009
ERRTES B REHR A
“EENEAATRA
Ascent Way International Limited Hong Kong HK$1,000,000 72 72 Sales of electronic Hong Kong
("Ascent Way') 18 January 2016 components
RRERBRAR (RE]) %‘ﬁé 1000000787 REE TN A
—ZE-R"E-AT/N\R
AVT Electronics Corporation Taiwan TWD2,063600 100 - Sales of electronic The ROC
BENBERNEBRAT 16 January 2019 components
a8 Hak HET T PEAE
“E-NE-ATRE 2,063,6007C
AVT International Limited Hong Kong HK$4,999,986 100 100 Sales of electronic Hong Kong
AL ERERERAR 7 May 1992 components, and sales and
integration of storage
‘ o system )
&R 499998687 BESTLHRHER BB
—“WAZERALA ENERER
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SUBSIDIARIES (CONTINUED)

27 MIBAT (&)

Registered/ Percentage
issued and of equity
Place and date of fully paid attributable to
Name incorporation share capital the Company Principal activities Place of Operation
/BT
£ TMALHER AH RERKRA  ADREEREEAL  FEEH Fens
2019 2018
Z-0E | S30E
Data Star Inc. British Virgin Islands US$2,200,000 72 72 Investment holding Hong Kong
SJanuary 2016 N . .
E@iﬂi% 2200000%7T REER 3
- 5-A1A
|-Sky Electronic Limited Hong Kong HKS2 100 100 Properties holding Hong Kong
AHETRRAT] 12 June 2000 . , \
&) AT HENE &
“FTTEAATCA
Jumbo Fame Investments Limited British Virgin slands Uss1 100 100 Investment holding Hong Kong
EARAERAR 9 April 2018 ) \ \
ERRLES 157 REER &k
- \EMANA
Shenzhen Lisigao Electronics The PRC HK$10,000,000 100 100 Sales of electronic components,  The PRC
Company Limited * 18 July 2008 and sales of storage system
(Note 1) and provision of related
m:ﬂ‘\%ﬁﬁﬁm ETERA o supportln? service
(Fit&E) il 10000000870 HES TN LEEGRZ TH
“FE\ELATAR BRI AERRY
Stingray Technology (HK) Hong Kong HKS1 100 - Sales of electronic Hong Kong
Company Limited 3 August 2018 o components i
AR TR RERAR E 1B HEE TR £k
“E-\F\A=R
Triumphal Raise Limited British Virgin Islands US$100 100 100 Investment holding Hong Kong
SIEHRAF 22 August 2018 - \ \
AERLES 100%7T REER A
- \EN\AZtZH
Wise King Electronics Limited Hong Kong HKS1 100 100 Sale of electronic Hong Kong
BRETERAR 23 November 2017 . components \
E ’% B 187 HEETLH 2
T—tF+—fAZt=H
FIEFEREERAR The PRC HKD3,000,000 100 - Technical development, sales of - The PRC
(Note 1) 15 November 2018 electronic products, computer
hardware and software and
. e accessories
(Hfzz1) i 30000007 B1ER THBABALE @
—Z-\f+-A+ER RANRmRSREE
ANEHETERAR The PRC HK$999,850 7 - Inactive The PRC
(No(g 1) 9July 2019 o )
(RzE1) 999850 & 7T EXH g
ZE-AELANA
Note: Ptz -
1 The subsidiaries are registered as wholly-foreign-owned enterprises 1 ZEM B A RIREHBEEE M AN
under the PRC law. BEERE -
* The English name is translated for identification purpose only. * BEXABEHRER -
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27 SUBSIDIARIES (CONTINUED) 27

All the subsidiaries of the Company are limited liability companies.

Details of non-wholly owned subsidiary that have material non-
controlling interests:

The table below shows details of non-wholly owned subsidiary of
the Group that has material non-controlling interests:

LA ()
ARBMBENBARHEABREEAT

BRBEEAFEREEZFZENMB R
EAE

TRINMEAEAGFERES 2 AEE
F2EMBRARZFS

Proportion of ownership

Place of incorporation/ interests and voting rights held

Name of subsidiary operation by non-controlling interests
FERERTEZ
MEAR SR SEMRELSL AR it B BERERRREELD
2019 2018
—E-hF —E-)N\F
Ascent Way International Limited Hong Kong 28% 28%
R ERAR AT i

Year ended 31 December

BEt-A=T-HLEE

2019 2018

—E-NF —E-N\F

HK$’000 HKS$'000

FHExT FHT

Profit allocated to non-controlling interests 3t 2 FEIZ AR FE 25 2 %5 A 8,113 10,673
2019 2018

—E-hF —E-N\F

HK$'000 HKS$'000

F#ET FHET

Accumulated non-controlling interests 2t IEIE g RE RS 21,221 19,005

Summarised financial information in respect of Ascent Way is set out
below. The summarised financial information below represents
amounts before intragroup eliminations.
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27 mnﬂﬁ(ﬂ)

nt of financial position of Ascent Way TREZ BT AR R R E

2019 2018

—B-hE —E-N\F

HK$’000 HKS$'000

FET T

Non-current assets ERBEE 1,432 15
Current assets B E 339,173 337,596
Current liabilities mEAE (264,764) (269,735)
Net current assets mBEEFE 74,409 67,861
Total assets less current liabilities BEERRHAR 75,841 67,876
Non-current liabilities ERBEE (51) )
Total equity R 75,790 67,874

Attributable to AT FE(Y

— the Group — REHE 54,569 48,869
— non-controlling interests — IR 21,221 19,005
75,790 67,874
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SUBSIDIARIES (CONTINUED)

Summarised statement of profit or loss and other #EEXZEE&E@%E WamREE
comprehensive income of Ascent Way
2019 2018
—E-nE| —T-N\F
HK$’000 HK$'000
FEx FHET
Revenue Wz 1,147,091 1,892,350
Gross profit EA 54,347 65,080
Other incomes HApA 1,567 1,470
Expenses Fz (21,187) (20,887)
Profit before tax R 754 AT g A1) 34,727 45,663
Income tax expenses Frg iR (5,753) (7,547)
Profit for the year F N A 28,974 38,116
Profit and total comprehensive income AT AR S R 2 E W e
attributable to: 4R -
— the Group — REH 20,861 27,443
— non-controlling interests — IRV R 8,113 10,673
28,974 38,116
Dividends paid to non-controlling interests sz it FIEFE AR 28 2 A% &, 5,897 2,184

150 APEX ACE HOLDING LIMITED St BB RHZIZ R A TR A




Notes to the Consolidated Financial Statements

fre SRR M AL

27 SUBSIDIARIES (CONTINUED) 27 MIBATR ()
Summarised statement of cash flows of Ascent Way RRZEERERBE
2019 2018
—E-hE —E-)N\F
HK$’000 HK$'000
FHEx FHIT
Net cash inflow from operating activities KEEFRAIRE F5E 66,062 3,360
Net cash outflow from investing activities KREESHRHIRE FEE (9,411) =
Net cash (outflow)/inflow from financing BEEECGRE) RA
activities REFEE (25,120) 22,656
Net increase in cash and cash equivalents  IR& RIS ZBYIL I FERE 31,531 26,016
Cash and cash equivalents at beginning of ~ FfIIE & KIF4E
the year ZEEY 59,673 33,657
Cash and cash equivalents at end of the year FRIE& NIBEHEEY 91,204 59,673
Financial support MK E
As at 31 December 2019 and 2018, AVT has issued financial RZE—NFERZZE—NF+ A
guarantee to banks in respect of banking facilities granted to Ascent =+ —H X#ESERIRBER ZRTT
Way. BE RIRITREM BER -
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28 RELATED PARTY TRANSACTIONS

In addition to the balances with related parties set out in the
consolidated statements of financial position and respective notes,
the Group had the following material transactions with related
parties during the year:

(a)

(b)

Transactions with related parties

28

BERRS

B%%? IR R BB R s Pl 2
BBEHRIN AREREFRNEBETE

TATERRS :

(@) BELIRS

2019 2018
—E-hF —T-NF
HK$’000 HK$'000
FHET FAT
Mr. Lee Bing Kwong (note i) FRH; KA (MDD
— Rental paid —BfEe 789 825
Nicegoal Limited (note i) Nicegoal Limited (Ffi &% i)
— Rental paid —EfNEE 964 546
Notes: M=
() The rental expenses were based on the tenancy agreement () HERXDHBEBEREEEFEEITVH
entered by the Group and Mr. Lee. HLMIE °
(i) Nicegoal Limited is controlled by Mr. Lee. The rental expenses (i) Nicegoal Limited F8 2= 55 A 4% il - 1H & 7

were based on the tenancy agreement entered by the Group
and Nicegoal Limited.

Rental paid to Mr. Lee and Nicegoal Limited were de minimis
continuing connected transactions exempt from shareholders’
approval, annual review and all disclosure requirements under
Chapter 14A of the Listing Rules.

At 31 December 2019 and 2018, the banking facilities of the
Group were secured by insurance policy executed by a related
company and personal guarantee executed by Mr. Pai. Details
of which were set out in note 22.

Compensation of key management personnel

Remuneration for key management personnel of the Group,
including the amounts paid to the Company'’s director as

2 TH IR ¥E 7N & B B Nicegoal Limited 5] 32
HMEATIE °

5 F 2 % A R Nicegoal Limited B 8 &
BRSEBEKENHEMERS I

RGBT FMARBEI4ATZIE FHIKR
RibE FEEMKFIBHRERT -
R_E—hAhFER_ZT—NF+_A8

*—f— B AEBERTEEN—FREE
NE B HREBE AR B EERMERA
Hﬂ%?ﬁﬂiﬁ BRARHIEH MM E22 -

(b) EEREEASHRHN
AEET2EEABHM (BN
F10@QBEELZ N TARBESER

disclosed in note 10(a) is as follows: H) AT
2019 2018
—E-hF —E-N\F
HK$’000 HKS$'000
FET FET
Short-term employee benefits EHWEEJEW 11,729 12,451

Contributions to defined contribution IR REFEHEIHR

retirement benefits scheme 200 153
11,929 12,604
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29

30

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure the entities in the Group
will be able to continue as a going concern while maximizing the
return to shareholders through the optimisation of the debt and
equity balances. The overall strategy remains unchanged during the
Year.

The capital structure of the Group consists of equity attributable to
owners of the Company, comprising issued share capital and
reserves.

The management of the Group reviews the capital structure
periodically. The Group considers the cost of capital and risk
associated with each class of capital, and will balance its overall
capital structure through payment of dividends and raising of new
capital.

FINANCIAL INSTRUMENTS
(a)

Categories of financial instruments

The carrying amounts of the financial assets and liabilities as at
the end of reporting period are as follows:

29

30

EXEBRER

AREBEEHEEN  UHAERAEEET
ERUHELLERT  RANEBE(E
BRBEAERR  BERGERERNEE
FR - AKRENERBRBESTE -

AEENERARBREARREAG AR
s - BREEITRARER -

AEEEREETHRIEARE - A%
BEEESRARZTEERNE@NR
% WHBEBINRERBEMERF
BEEBEARE -

@I A

(a) 2RI EMNSE
REREHRNEBHEEREEN
SREEEST -

2019 2018
—E-hE —ZT-N\F
HK$'000 HKS$'000
FBT FT
Financial assets EeMEE
Amortised cost: BESHAAN
Trade receivables B 5 RUER 485,861 508,953
Financial assets included in other ST A AL R GRIE -
receivables, deposits and Be RIENFIEZ
prepayments TRUEE 2,354 2,277
Bank balances and cash RITHEHREIRE 211,809 182,639
700,024 693,869
Financial liabilities cHEaE
Amortised cost: BESHAN
Trade payables B Z IR 224,950 205,889
Financial liabilities included in other ST AE AR RIE
payables, accruals and deposit EETERAREBIZS 2
received TRIBE 41,525 22,922
Lease liabilities HEAE 2,975 -
Bank borrowings RITEE 346,092 391,268
615,542 620,079
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30 FINANCIAL INSTRUMENTS (CONTINUED)

(b)

Financial risk management objectives and policies

The Group's activities expose it to a variety of financial risks:
market risk (including currency risk and interest rate risk), credit
risk and liquidity risk. The policies on how to mitigate these
risks are described below. The management manages and
monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

(i

Currency risk

The Group is exposed to foreign currency risk primarily
through sales and purchases that are denominated in a
currency other than the functional currency of the
operations to which they relate. The currency giving rise
to this risk is USD. The Group currently does not have a
foreign currency hedging policy with respect to its
foreign exchange exposure. However, management
monitors foreign exchange exposures and will consider
hedging significant foreign currency exposure should
the need arises.

The following table details the Group's exposure at the
end of reporting period to currency risk arising from
recognised assets or liabilities denominated in USD. For
presentation purpose, the amounts of the exposure are

30 &RTA(E)

(b)

SREREEEERBER
AEBEFEE ZEMFRER : ™
ZRER(EFEEERER RFEE
b))  EERREKRBE SRR -
TR e] R B 52 R B ) BRSR R T
X BERETERMERZERAR
VAR (R IR I R e B Ay 77 S E e 3
E R ©

() EEER

AEBEZAUHBEBSD
N BB A B E T ER
$H & K& BB W E RN R
b o B ERNEE RE
T ° N5 B 3R B A A E AN
Iﬁﬂﬁﬁﬁfﬁmﬁ\\?ﬁg%ﬂqﬂﬁ

CBREg BTN
IEI_H&A WHREERFZE R
¥ ERIMNERRR o

TRANARNEEREREH
RATEEREARTEEND
BREEXREMELENE
KRk B2 BH - AR

shown in HKD, translated using the spot rate at the end SREIILAETIR - AR
of reporting period. HHRMEXRRE o
2019 2018
—E—hE —E-)N\F
HK$’000 HK$'000
FHx FHET
Trade receivables B 5 AR 441,250 488,703
Financial assets included in other T AE M FRIE
receivables, deposits and e RIERE IEZ
prepayments CRVEE 1,683
Bank balances and cash RITHESB LIRS 189,018 169,048
Trade payables B S IER AR (200,004) (188,019)
Financial liabilities included T AR M ERFRIE -
in other payables, accruals and EErEAREWRE 2
deposit received ERBE (35,492) (14,971)
Bank borrowings RITEE (309,686) (364,757)
Net exposure arising from recognised . IEREERBEELS
assets and liabilities Z B\ ER 86,769 90,004
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30 FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies
(Continued)

(i

(ii)

Currency risk (Continued)
Foreign currency sensitivity analysis

The Group mainly exposes to foreign exchange
fluctuation of the currency of USD against the currency
of HKD. The Directors consider that the Group's exposure
to USD does not give rise to significant foreign currency
risk on the ground that HKD is pegged to USD. Therefore,
no sensitivity analysis of USD against the functional
currency of the respective group entity is disclosed.

Interest rate risk

The Group's exposure to cash flow interest rate risk arises
primarily from its variable-rate bank deposits and bank
borrowings.

The Group currently does not have any interest rate
hedging policy. However, the management monitors
the Group's exposure to interest rate risk on an ongoing
basis and will consider hedging interest rate risk should
the need arises.

Interest rate sensitivity analysis

The sensitivity analysis below has been prepared based
on the exposure to interest rates for the Group's variable-
rate bank deposits and bank borrowings at the end of
reporting period. The analysis is prepared assuming the
amount of these assets and liabilities outstanding at the
end of reporting period were outstanding for the whole
period. A 100 basis points increase or decrease in interest
rates is used when reporting interest rate risk internally
to key management personnel and represents
management’s assessment of the reasonably possible
change in interest rates. The analysis has been performed
on the same basis for 2018.

30 &RTHA(E)
(b) SREAMREEBEEREE(E)

(i)

(ii)

E¥ER (&)
SN D AT
AEBEETEEBRETLET
MINER B R R o B ER

B ERSITEE T
AEEAEBGzETRB TS
EACERIMNER R o Eitt -
MEREETLSSEER
e B 2 BURE DT o

F == & By

AEBEAZ 2R REF =X

ﬂ P EERBEEFERTE
RMIRITIEE -

AEBREHECHT XY
SRIEREE o SR T - M@FAﬁ
EEmAEERNEEAR -

%Kﬁ%%%%ﬂﬁﬂ$ﬂ

B o
FIRHEEDHT

TS E DI HIRIE RS
HARRNEB 2 FBRITER
MARTTIE B ATE RMFIEE,
BREE - REESTERRK
RBERRERNZEEE
TeaEsERERBERNE
Koo FIFT T 100 [EE
BN m T EEIR B E NP
WEFERREER 1A
EEEHMNEAEDE
Bl - R NEHND
WIRAMERI RS -
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30 FINANCIAL INSTRUMENTS (CONTINUED)

(b)

Financial risk management objectives and policies
(Continued)

(ii)

(iii)

Interest rate risk (Continued)
Interest rate sensitivity analysis (Continued)

At the end of the reporting period, if interest rates had
been 100 basis points (2018: 100 basis points) higher/
lower in respect of the Group's variable rate bank
deposits and bank borrowings, with all other variables
held constant, there would decrease/increase the
Group's post-tax profit and equity in 2019 by
approximately HKS$ 1,792,000 (2018: HK$3,099,000).

Credit risk

The Group's credit risk is primarily attributable to trade
receivables, other receivables and bank deposits. As at 31
December 2019 and 2018, the Group’s maximum
exposure to credit risk which will cause a financial loss to
the Group due to failure to discharge an obligation by
the counterparties is the carrying amounts of the
respective recognised financial assets as stated in the
consolidated statements of financial position without
taking account of any factoring that do not qualify for
derecognition in the consolidated financial statements.
As at 31 December 2019, trade receivables amounting to
HK$253,688,000 (2018: HK$366,711,000) has been
transferred to financial institutions under factoring
agreements.

In respect of trade receivables, the Group has a credit
policy in place and will perform credit evaluations on all
customers requiring credit over a certain amount. Certain
trade receivable balances on open account terms are
covered by customers' letters of credit or are factored to
external financial institutions.
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30 &RTA(E)
LREKREEREREEE(E)

(b)

(ii)

(iii)

FlZ= @k (4])

FIZE SRR T ()
RREHR - A& B F =
AEMRITERRBITEE
IR R EF, T 38100 {EE 2
(ZZ2—NF: oo1lﬁ¥£) g
MEMESHFTIE A&
ER =T —NFOFREEN
MRS BRI 4
1,792,000 7L (ZF — \ &
3,099,000 7T) °

FERRE
AEBEEERREIEREE
2 FE W R K~ ﬁm%%ﬁﬁg

MRITHER - RZE—NF
F=—FE—NF+_A=+—
B AHFHRERTEME
i A% 9 2 & B 3 AR B 75 18 2K
ZEaEERBALZE WS
%Rﬁwfﬂmﬁﬁaﬁ%
CRIEEMREE Ktk
ERTEEBRERE B8R
REUEERZERIE - R
—E-hEFE+=ZA=+—
H ' £ % & 2536880008 JT
(ZZ— )\ & :366,711,00078
J0) KB S EBERFTIRER
BHEEET S REE -

L& 5 & YR KM
EEREEE E’JZTB{
1 E A B RESER %—
BHEEENEPETRERN
o ABRGSVETHE T
BHRBERGEHROMER
FERBEIREZINEEH
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30 FINANCIAL INSTRUMENTS (CONTINUED)

(b)

Financial risk management objectives and policies
(Continued)

(iii)

Credit risk (Continued)

In order to minimise the credit risk, the Group reviews
the recoverable amount of each individual trade debt
regularly to ensure that adequate allowance for
impairment losses are made for irrecoverable amounts.
In addition, the Group performs impairment assessment
under expected credit loss model upon application of
HKFRS 9 on trade receivables. In this regard, the
management of the Group considers that the Group's
credit risk is significantly reduced.

The Group measures loss allowances for trade
receivables based on lifetime expected credit losses,
which is calculated using a provision matrix. As the
Group’s historical credit loss experience does not
indicate significantly different loss patterns for different
customer segments, the loss allowance based on past
due status is not further distinguished between the
Group's different customer bases.

As at 31 December 2019, allowance for impairment of
HK$12,175,000 (2018: nil) was recognised in respect of
trade receivables. The following table provides
information about the Group's exposure to credit risk
and expected credit losses for trade receivables:

30 £@TH
(b) =&

(iii)

(&)
R EE B R RBUR (F)

FERR (&)
BEBREGERAR AL
T H= 5 & E B 2 B EH
BRI B & R - PAREGR AT
AU Bl & BB AE R R EE
BEE - U NREBERE
REBIM SRS ERE SRR
BEHEEEREANRE S
FE U AR KA TTRUE T © B
HmE  AEEEEER
AEBEERRD ARERFE

AEEREBEZHEHEES
B EE S EWRES W%E
B WAREEEAE
mﬁﬁﬁlmﬂﬁﬁfgﬁ
KEBIWAKRBTREEDE
MNEEEXFTEREZEER
HUZ B R AT B W 18
BETreBrE@NTRERS
REE—HED -

—NE+ZA=+—
B 3tE 5 EUERZERR
B 12175008 T(ZF
—N\F:T) TREIEH
AEBFAGREERBRLE
SEREZEHEEEEN
Bt

2019 2018

—E-NF —N\F

Gross Allowance Gross

Expected carrying for carrying

loss rate amount impairment amount

RHERX RREAE RERE REAE

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

FTHERT FTiERx TET

0to 3 months past due #Hj0ZE3E A 0.30% 154,950 464 181,942
410 12 months past due BHIAZ12{E A 2.99% 11,420 342 40,445
More than 1year pastdue  #IH314F LA | 25.47% 44,634 11,369 -
211,004 12,175 222387
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30 FINANCIAL INSTRUMENTS (CONTINUED)

(b)

Financial risk management objectives and policies
(Continued)

(iii)

Credit risk (Continued)

For the year ended 31 December 2018, the expected
credit losses rate for trade receivables was minimal, given
there was no history of significant defaults from
customers and insignificant impact from forward-looking
estimates. The Group assessed that there was no
significant loss allowance recognised at 31 December
2018.

Expected loss rates are based on actual loss experience
over the past 3 years. These rates are adjusted to reflect
differences between economic conditions during the
period over which the historic data has been collected,
current conditions and the Group's view of economic
conditions over the expected lives of the receivables.

Increase in trade debt past due more than 1 year resulted
in an increase in allowance for impairment.

The Group has concentration of credit risk as the Group's
largest trade debtor accounted for 21% of its total trade
receivables as at 31 December 2019 (2018: 11%). In
addition, the Group’s top five major customers
accounted for 44% of its total trade receivables as at 31
December 2019 (2018: 34%)).

The credit risks of financial assets included in other
receivables are low as the Group has not had any
significant loss arising from non-performance by the
counterparties in the past and management does not
expect so in the future. The management assessed that
the expected credit losses for other receivable is not
significant.
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30 FINANCIAL INSTRUMENTS (CONTINUED)

(b)

Financial risk management objectives and policies
(Continued)

(iii)

(iv)

Credit risk (Continued)

The credit risk for liquid funds is limited because such
amounts are placed with various banks with good credit
ratings.

Further quantitative disclosures in respect of the Group's
exposure to credit risk arising from trade receivables are
setoutin note 17.

Liquidity risk

The Group's liquidity position is monitored closely by the
management of the Group. In the management of the
liquidity risk, the Group monitors and maintains a level of
cash and cash equivalents deemed adequate by the
management to finance the Group'’s operations and to
meet its liquidity requirements in the short and longer
term.

During the Year, the Group financed its working capital
requirements principally by funds generated from
operations and bank borrowings.

The following table details the Group’s contractual
maturities at the end of reporting period for its financial
liabilities. The table has been drawn up based on
undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required to
pay. The table includes both interest and principal cash
flows.

30 &RTHA(E)
tREREEREREE(E)

(b)

(iii)

(iv)

FERR (&)
RBETHEERRBR
RASZERAFERZ @
EEFBRBRHRT ©

BFRAREERE S EWERR
ﬁﬁ@ﬁuu{*gﬂ El']iE JFE
EWBEH M7

nEBESERE

AEBCEREERIER
REBEBZRBESMMR - £
EERBECRERAE - K
EEEERAERERERA
TREZE®LRBEEEFEYK
o UARAEBR ZEERE
MmR R ER AR
FEEFR -

RAFER  AEEXEEB
BEELNESRIRITEE
MEHEEEGHLK

TRALAREERFEHKR
TREBBEZANOINHEIN -
TROIRESBAEZRE
RRERE WNAAKEEE
NHRHNEFEHSEER
e RKABRENEREER
EME -
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30 FINANCIAL INSTRUMENTS (CONTINUED) 30 €RTA(E
(b) Financial risk management objectives and policies (b) SRRAREEBZERECK (E)
(Continued)
(iv) Liquidity risk (Continued) (iv) REEZRRE(E)
Repayable
on demand Total
or within More than undiscounted Carrying
1year 1year cash flows amount
ARERY AERRE
R-FREE BB-F RELRE REE
HK$'000 HK$'000 HK$'000 HK$'000
THET TET TET THET
As at 31 December 2019 R-B-1%
+=ZA=+-H
Trade payables ELVANES 224,950 - 224,950 224,950
Financial liabilities included in 5 ALty e 3008 «
other payables, accrualsand BT EFARE R
deposit received REzemaRE 41,525 - 41,525 41,525
Lease liabilities HEAR 2,257 813 3,070 2,975
Bank borrowings (note 1) RITIEE (M) 346,092 - 346,092 346,092
614,824 813 615,637 615,542
Repayable
on demand Total
or within Morethan  undiscounted Carrying
1 year 1 year cash flows amount
BRBRY, AEBRHE
R—FREE BR—F MELR REIE
HK$'000 HK$'000 HK$'000 HK$'000
TAT TET TAET TET
Asat31December2018  RZE-N&
+=A=+-H
Trade payables BHREMNER 205,889 - 205,889 205,839
Financial liabilities included in 5 ALty e 2008
other payables, accrualsand ~ [ETER KM
deposit received Revemag 22922 - 22,922 22922
Bank borrowings (note 1) RITEE (F&E1) 391,268 - 391,268 391,268
620,079 - 620,079 620,079
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30 FINANCIAL INSTRUMENTS (CONTINUED)

30 &RTHA(E)

(b) Financial risk management objectives and policies (b) SEAREEBZERICK (E)
(Continued)
(iv) Liquidity risk (Continued) (iv) REEZRRE(E)
Note 1: ByEE -
Borrowings with a repayment on demand clause are included R B E B S A AR 2k
in the “Repayable on demand or within 1 year” time band in the BERERNEBEFTAEREX
above maturity analysis. As at 31 December 2019, the aggregate SR —FREER]I KR - R=2F
undiscounted principal amount of these borrowings amounted —NEF+ZA=+—8H" Z%E
to HK$201,554,000 (2018: HK$185,315,000). Taking into account ENRBBR A2 BEEAR
the Group's financial position, the Directors do not believe that 2015540008 ;L ( =T — \ & :
it is probable that the banks will exercise their discretionary 185,315,000 7T) © &5t RAEE
rights to demand immediate repayment. The Directors believe MBI - EERR - |RITD
that such bank loans will be repaid in accordance with the ﬁﬂﬁ%ﬁﬁﬁ@’\]‘%%gﬁﬂﬂﬁ%ﬁ
scheduled repayment dates set out in the loan agreements. %%*’ B ZERITERE
*ETJ%E ﬁﬁ%ﬁfﬁim%%’ A A
8 -
In accordance with the terms of the loans which contain a BEMERERKERERNER
repayment on demand clause, the maturity profile of these &K EZfr% K R & B R A E
loans as at the end of reporting period, based on the HIER(RE DRI A R IR
contractual undiscounted payment according to the scheduled ES b ,HH) W
repayment dates, is as follows:
Within
Tyear 1to5years Over5years Total
—FR —ZERF BBRASF st
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FAET FAT
As at 31 December 2019 RZZE—NF
—RA= 186,985 9,522 8,188 204,695
As at 31 December 2018 R-ZT— \E
+=-A= 168,103 10,403 10,098 188,604
(c) Fair value of financial instruments () =RMIAAYHE
The management of the Group considers that the carrying AEBEBEERS  RiEs MBI
amounts of the Group's financial assets and financial liabilities MERAFENEREEEHEERS
as reflected in the consolidated statements of financial position BAEENREERES A FEMR
approximate their respective fair values. B2
31 CONTINGENT LIABILITIES 31 EW&EF
As at 31 December 2019 and 2018, the Group did not have any RZE—NFRZZE-NF+ZA

material contingent liabilities.

:—I—— B AEBYEETAEARRA

g o
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32 NOTES TO THE CONSOLIDATED STATEMENT OF CASH -

FLOWS

Notes to the Consolidated Fina 1
BTSRRI T A

Reconciliation of liabilities arising from financing activities

BMERDMELAENHRE

Amounts
due to related Bank Lease
parties borrowings liabilities Total
[ERER R RITEE HEAE @it
HK$'000 HKS'000 HKS'000 HKS$'000
AL TET AT AT
Balance at 1 January 2018 R-ZE-N\F-A— A& 1560 479486 = 481,046
Changes from financing activities: BEZ B
New bank instalment loans raised HEENRITOHER - 12,800 - 12,800
Repayment of bank instalment loans ERRTIHER - (14381) - (14381)
Net decrease in factoring loans REETRDFE - (19,047) - (19,047)
Net decrease in other bank borrowings ~ E At SR 1T &R B 58 - (67,42) - (67442)
Interests on bank borrowings paid BRBETEEFE = (18,293) = (18,293)
Repayment to related parties BEBEH A (1,560) - = (1,560)
Total changes from financing activities BB EEE AT (1,560) (106,363) = (107.923)
Other changes: Hit 2% :
Finance costs charged to Profit or loss RIBRMRARNE A
(note 8) (KtsEs) - 18293 = 8293
Total other changes hediub-dopekel = 18,293 = 18,293
Bank overdrafts excluded BRIMNIETES = (148) = (148)
Balance at 31 December 2018 R-E-NE+-A=1+—H
ket - 391,268 - 391,68
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32 NOTES TO THE CONSOLIDATED STATEMENT OF CASH 32 FEBREREBRME (&)

FLOWS (CONTINUED)

Amounts
due torelated Bank Lease
parties borrowings liabilities Total
EARERRE RITEE HEasE EH)
HK$'000 HK$'000 HK$'000 HK$'000
FER TEr TEn TEn
Balance at 1 January 2019 RZZ-NF-RA—-BR&EH - 391,268 - 391,268
Changes from financing activities: BE B E
New bank instalment loans raised MEENRTAHER - 1,663 - 1,663
Repayment of bank instalment loans BRRITIHER - (9,673) - (9,673)
Net decrease in factoring loans REETHFE - (61,415) - (61,415)
Net increase in other bank borrowings HisBTE R %E = 24,249 = 24,249
Interests on bank borrowings paid BERRITEERE - (7,019) - (7,019)
Capital element of lease rentals paid ENREREERE S - - (1,359) (1,359)
Interest element of lease rentals paid ENHEEREHEHS - - (102) (102)
Total changes from financing activities B & EB)R E B 1058 - (52,195) (1,461) (53,656)
Other changes: p-wit -/
Increase in lease liabilities from entering R AR EELH)

into new leases during the year MERBEM - - 4,334 4,334
Finance costs charged to Profitorloss AR MBREBER A (FiFE8)

(note 8) - 7,019 102 7121
Total other changes A Eaas - 7,019 4,436 11,455
Balance at 31 December 2019 RZE-NF+-A=1—H

Fopess - 346,092 2,975 349,067
* Non-cash transactions WL H
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33 STATEMENTS OF FINANCIAL POSITION AND RESERVES 33 ARQTHNIHBEMRR KRR HE

OF THE COMPANY
2019 2018
=2 hE —T— N\
HK$’000 HKS'000
T T FHBT
Non-current assets FERBEE
Investment in subsidiaries AN NG s 6,679 4012
Total non-current assets JEmENE EBE 6,679 4012
Current assets REEE
Amounts due from subsidiaries AN B S 126,208 130,307
Prepayments FEfFRIA 260 255
Bank balances SRITEE SR 71 300
Total current assets ME)EERE 126539 | 130,862
Current liabilities ik p=Ri=
Other payables, accruals HubERRUE - BT ER 7,462 4,539
Amount due to subsidiaries FEASTIY B A R FUR 11,224 2,953
Total current liabilities mBREeRE 1868 | 7492
Netcurrentassets =~~~  hBEEFHE 0000 | 107853 | 123370
NET ASSETS EETH 114,532 127,382
CAPITAL AND RESERVES ERE GG
Share capital g 10,000 10,000
Reserves =& 104,532 117,382
TOTAL EQUITY iR 114,532 127,382
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33 STATEMENTS OF FINANCIAL POSITION AND RESERVES 33 AQFNBBRRREHis (&)
OF THE COMPANY (CONTINUED)

Movement in the Company’s issued capital and reserve AAFNERTRARFEES
Share Share Accumulated
capital Premium losses Total
[N RAEE RitEE st
HK$'000 HK$'000 HK$'000 HK$'000
TAT TET THET FET
At 1 January 2018 RZE-NF—A—H - - (694) (694)
Profit for the year FRER - - 14,132 14,132
Issue of new shares BITHRD 2,500 122,500 - 125,000
Share issue expenses M EE1TR - (11,056) - (11,056)
Capitalisation issue B 31T 7,500 (7,500) - -
At 31 December 2018 RZZ—-N\F
+-A=+—H 10,000 103,944 13438 127,382
At 1 January 2019 RZF-NF—A—H 10,000 103,944 13,438 127,382
Loss for the year FNEE - - (6,850) (6,850)
Dividend paid ERRE - - (6,000) (6,000)
At 31 December 2019 RZE—N%F
+=ZA=+—H 10,000 103,944 588 114,532
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Five-Year Financial Summary
L FIHHE

A summary of the results and of the assets, liabilities and non-controlling
interests of the Group for the last five financial years is set out below.

REEREMRFREOSEEREAREE

BERIFFEREROBEHIIMT -

RESULTS E 5
2019 2018 2017 2016 2015
“B-hE | ZB-NFE —B—tf TR _—F-af
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
TR FET FAT THET FET
Revenue g 1,936,844 3,717,611 2,840,308 1,702,322 1,121,206
(Loss)/profit before tax BELE (E8) % F (8,249) 42,380 58,009 53,817 29314
Tax FiI8 (863) (9,098) (12,642) (8,982) (4.861)
(Loss)/profit for the year EN(BR) /5 (9,112) 33,282 45367 44,835 24,453
Attributable to: AT AL :
— Owners of the Company ~ — RNAGIHEA A (16,985) 22614 34,986 39,741 24453
— Non-controlling interests ~ — FE{ZEARHERS 7,873 10,668 10,381 5,094 -
(9,112) 33,282 45,367 44,835 24453
ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS EE -SEREERERS
2019 2018 2017 2016 2015
—E-hE | ZE-N\F ZZ—+F ZZ—RFE T-8F
HK$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000
FET FHET FHET FHET FAET
Total assets BEMRE 935,506 962,408 1,081,440 600,026 311,256
Total liabilities BiEe5E (627,124) (632,676) (881,106) (447,859) (203,945)
Non-controlling interests IEER S (25,840) (23,866) (15,382) (5,094) -
Equity attributable to the RRREE AEIG#ER
owners of the Company 282,542 305,866 184,952 147,073 107,311
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Glossary of Terms
AR

Financial statements for the year ended 31 December 2019 HE—F—NF+_A=+—HIEFEZHBERK

GLOSSARY ik

In this annual report, unless the context otherwise MAFIHRA - BRIENEREIE » T FAZEEUA NS ERRSE
requires, the following expressions or terms shall
have the following respective meanings:

Ace Power Ace Power Holdings Limited
BB FRIERBR AR

Acquisition Agreement

acquisition agreement with the Vendor and the guarantors, for the
transfer of the distributorship rights from the Vendor at a consideration of
USS$5.0 million; detail of which are contained in the announcement of the
Company dated 30 September 2019

WeBE 7% B EERARARESOBEEERTTAEE L EE D HER L2 W
& HABENARRBBRAZS—NFAA=ZTRZASE

AGM annual general meeting of the Company

RERBFRE RRARBRERBFAE

Annual Report annual report for the Year

Fi RNEE 2 FHH

Apex Ace Group/Group Company and its subsidiaries

KBRS, AEH

Apex Team
Apex Team

Articles of Association

AR R EKERA]

Apex Team Limited
Apex Team Limited

articles of association of the Company

MR EIZAR A PIN/NSIFA R =R el

Ascent Way Ascent Way International Limited

X R R BRR AR

Audit Committee audit committee of the Board

BENELZEE EEEXEEY

AVT AVT International Limited, a subsidiary of the Company
N BBV EFEBRERAT - BAARAIMEBAT
Best Sheen Best Sheen Limited

(ED:= EEBERAT

Board the board of Directors

BF® EER

Board Diversity Policy

board diversity policy of the Company

EZGEBEZTULEE RATBEEFEGNEZTLBER
Boardroom Boardroom Corporate Services (HK) Limited
EEE ERECERS (%) GRAA
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Financial statements for the year ended 31 December 2019 HE—F—NAF+_A=+—HIEFEZHBEHR=E

CEO
TTRRABK

CG Code
P EERFA

Chairman

R
Close Associate(s)
ERHEA

Code
Sl

CODM
EE z«< .L. ;&;ﬁ%

COVID-19
COVID-19

Company
/NG

Company Secretary

NE)E
Controlling Shareholder(s)
PERR AR R

Data & Cloud Products
SE BN

Data Star
Data Star

Digital Storage Products
Y FRER

Director(s)

5=

Dividend Policy
IREBHER

Dr. Chow
A

168 APEX ACE HOLDING LIMITED Yt EE RIS 2% B fR A Al

chief executive officer of the Company

RRBATIAERL

Corporate Governance Code as contained in Appendix 14 to the Listing
Rules

EWARAI T T FrE bR E AT A

chairman of the Board
EES2XR

close associate(s) (having the meaning ascribed thereto in the Listing
Rules)

ETHBEA (BB LMHRRIMETFZANRE)

HKICPA's Code of Ethics for Professional Accountants
BEXSTMASRMHNEES AN EESTA

chief operating decision-makers

FEEEREKE

Novel Coronavirus

A TEA RS

Apex Ace Holding Limited
REMEERAERA

company secretary of the Company

RRBREIMWE

controlling shareholder(s) (having the meaning ascribed thereto in the
Listing Rules) of the Company

ARBERER (BB TR FZANEER)

data & cloud products segment
BIEHEEmERD Y

Data Star Inc.
Data Star Inc.

digital storage products segment

I FHERD S

directors of the Company

ZA/NSTE =5

dividend policy of the Company
RNATIIRBBE

Dr. Chow Terence, an INED
HEHEL  ABVIEMITES



Glossary of Terms

RAISEAR

Financial statements for the year ended 31 December 2019 HE—F—NF+_A=+—HIEFEZHBERK

EIT Law
EEMBEBUAR

ESG
fﬁiﬁ ) ?_IJZ"%‘\ ﬁ/@

ESG Report
R g RERRE

ESG Reporting Guide
RE - e RERMEIES

ESG Working Group

BRI e RERRE IIE)E

General Components

BATTH

GHG

e
HE RS

Global Offering
RIREE

HK
BB

HKD/HKS

BT

HKFRSs
BAMEGHRELER

HKICPA
BAGHAIAE

B

HKSAs
HABETER

Independent Auditor

BB

INED(s)
WY IEHITESE

Law
e
Listing

=i

Law of the PRC on Enterprise Income Tax

REI B EMERA

Environmental, Social and Governance
RIE - HERER

ESG report
RIE - LS RERRE

ESG report guide
RN g RERREES

ESG working group
RIE - e hEamEIEE

general components segment

BATHDE

Greenhouse Gas

A = & Bel
=R

global offering of ordinary Shares
BIRBE LR

Hong Kong Special Administrative Region of the PRC
PEFERRITRER

Hong Kong dollars
BT

Hong Kong Financial Reporting Standards

BEMEHRELER

Hong Kong Institute of Certified Public Accountants
BRGNS

Hong Kong Standards on Auditing
BEETER

independent auditor of the Company

EA/NEIE AV 2 - Gl

independent non-executive Directors

BYIFNTER

Companies Law, Cap. 22 (Law of 1961, as consolidated and revised) of the

Cayman Islands

HEBEEFENERNRE (—RN—F&E  §58 ME:T)

initial listing of the issued Shares on the Main Board of the Stock

Exchange

EEHITRO NIRRT ERE R LT
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Financial statements for the year ended 31 December 2019 HE—F—NAF+_A=+—HIEFEZHBEHR=E

Listing Date
T HEE

Listing Rules
EmRA

Memorandum and Articles

A A N AR A

Memory Products

IR EMm
Model Code
RAESP R

MOU

AR T

MPF Scheme
RIEEETE

Mr. CH Lee
FEERA
Mr. Cheung
SREEHE

Mr. Ho
Al 54

Mr. Lee
A

Mr. Lo
BEiEAE

Mr. Pai
A4

Mr. Yim
BRAEE

170 APEX ACE HOLDING LIMITED Yt EERHZ ik AR A 7

16 March 2018
—E2—NE=ZAH+7<H

Rules Governing the Listing of Securities on the Stock Exchange

B P 7 L AR A

memorandum and articles of association of the Company

AR AABERAMH AR

memory products segment

IR EMD

Model Code for Securities Transactions by Directors of Listed Issuers as
set out in Appendix 10 to the Listing Rules

ERRIMEETFAE L BT AEFTETESF R ZNFRESTH

non-legally binding memorandum of understanding that the Group
entered into with the owner of a PRC company and the guarantors in
relation to the proposed acquisition; the particulars of which are
contained in the announcement of the Company dated 7 November
2019

AREBEEPENRER AMERAREZRBEEET L NELERD
ROMF@EETE  EFBENARF PR T NF+—AL

HZR&

Mandatory Provident Fund Scheme under the Mandatory Provident Fund
Schemes Ordinance (Chapter 485 of the Laws of Hong Kong)
BB Ees TR ARSI BIRIIE T 2RI AESH B

Mr. Lee Chak Hol, the deputy CEO
FEERE - RITHEIRE

Mr. Cheung Siu Kui, an INED
AN RENIERITES

Mr. Ho Yuen Tung
EREE

Mr. Lee Bing Kwong, the Chairman, the CEO and an executive Director

FRIKLE - BEF  TREHFATES

Mr. Lo Yuen Kin, an executive Director

ETEEE - RTES

Mr. Pai Yin Lin
HiRFRTE

Mr. Yim Kwok Man, an INED
BB E - BB IERITES
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RAISEAR

Financial statements for the year ended 31 December 2019 HE—F—NF+_A=+—HIEFEZHBERK

Ms. Leung
24+

Ms. Lo
Ext

Nicegoal Investments

EBRE

NCTOR
REZEREDE

Nomination Committee
RREEE

Nomination Policy

RRABUR

Period

HAfE

PRC/China
h

Prospectus

B ER

R&D
Ik

Remuneration Committee

¥EEg
Reorganisation
B4

Reporting Entity

B ===l
¥ %E\ i

Restricted Share Award Scheme

BR I B ) 22 =t 21

RMB
N

RoHS
PRENFEAELEEMERS

SFO

& 77 R AR

Ms. Leung Yuen Ting
RipE L+

Ms. Lo Yuen Lai, an executive Director

ETEZL  RPITES

Nicegoal Investments Limited

EBREARATR

terms of reference of the Nomination Committee

REZEBERERE

nomination committee of the Board

EXxeR¥%Z8Y

nomination policy of the Company

ZAN/NSIEZNE6

period from the Listing Date to 31 December 2019
RETAHE-T-NF+-A=+—HILHH

People’s Republic of China
hEE AR HAE

prospectus of the Company dated 28 February 2018
ARRBPAE-TE—NF-_A-+N\HZHEKER

research and development

IS

remuneration committee of the Board

EEeFMEEe

reorganisation of the Group in preparation for the Listing as mentioned

in the Prospectus

AR ERZ AT - AREAEH EHAMETTMER

entity that is preparing its financial statements
REHM S HRRER

restricted share award scheme adopted by the Board on 30 August 2019

EEER T NFN\A =1 BEMZR B IR 2R S

Renminbi

ARE

Restriction of the Use of Certain Hazardous Substances

(RHIEARLEEENEES)

Securities and Futures Ordinance (Chapter 571 of the Laws of Hong

Kong)
BEENES71 BEES RHEED
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Financial statements for the year ended 31 December 2019 HE—F—NAF+_A=+—HIEFEZHBEHR=E

Share(s)
f& 1D

Share Option Scheme

BT 2

Shareholder(s)
&

Sir Seaman Kwok
LI BB

Stock Exchange
B PT

Subsidiaries

NP EENE
Substantial Shareholder(s)
FERE

TMT
TMT

UK
HE

us
ESE

USD/USS
XL

Vendor

==

Year/Reporting Period
REE /s HRE

Year 2018
T\

%
%

172 APEX ACE HOLDING LIMITED Yt EE RIS 2% B fR A Al

Company's issued ordinary shares of HKD0.01 each
AARIESREECOBITZEEITEER

share option scheme adopted by the Company on 15 February 2018
RRBRZZE—N\FZA+I BERA < B2

shareholder(s) of the Company
RAERRER

Sir Kwok Siu Man KR, the Company Secretary
BRNBRGHL - BARNE

The Stock Exchange of Hong Kong Limited
BEME XS MARIR

all or certain subsidiaries of the Company (as the case may be)

ARBARETHBEAR (RIERME)

substantial shareholder(s) (having the meaning ascribed thereto in the
Listing Rules) of the Company

ARREERR (BB LEMHRRME T ZANRE)

Technology, Media and Telecom

R e

the United Kingdom
HE

United States of America
EHRERH

United States dollars
E7T

holder of certain distributorship rights as mentioned in the
announcement of the Company dated 30 September 2019

ARG BB _E-—NFNAA=THZ MR - BT Dk
ZEAAN

financial year ended 31 December 2019

BE-T-NF+-A=+T—"HLMBFE

financial year ended 31 December 2018

BE—T )\ F+-A=1t—RHULMEFE

per cent

B






	Cover
	Contents
	Corporate Information
	Chairman’s Statement
	Management Discussion and Analysis
	Biographies of Directors and Senior Management
	Corporate Governance Report
	Report of the Directors
	2019 Environmental, Social and Governance Report
	Independent Auditor’s Report
	Consolidated Statement of Profit or Loss and Other Comprehensive Income
	Consolidated Statement of Financial Position
	Consolidated Statement of Changes in Equity
	Consolidated Statement of Cash Flows
	Notes to the Consolidated Financial Statements
	Five-year Financial Summary
	Glossary of Terms
	Back Cover



