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FINANCIAL HIGHLIGHTS

FINANCIAL PERFORMANCE
Revenue
Gross profit margin (%)

(Loss)/profit atfributable to owners of the parent
Net profit margin (%)

KEY FINANCIAL INDICATORS

Cash and cash equivalents

Net current assets

Total assets

Total liabilities

Inferestbearing bank borrowings

Equity attributable to owners of the parent

Current ratio (times)
Gearing ratio
Basic (loss)/eamings per share (HK cents)

Annual Report 2019

2018 +/1)
HK$'million Change
1,059 [0.04%)
48.7%
87 N/A
8.2%
548 1.0%
741 (46.0%)
1,811 (16.7%)
625 (@.2%)
161 (33.4%)
1,186 (20.6%)
2.31
0.14
7.3
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MANAGEMENT DISCUSSION AND ANALYSIS

PERFORMANCE

The Group reported a loss attributable fo equity holders of the parent for the year ended 31 December 2019 of approximately
HK$238.8 million [year ended 31 December 2018: profit of HK$87.3 million). The Group's turnover for the current year was
maintained at approximately HK$1,058.4 million [year ended 31 December 2018: HK$1,058.9 million). Gross profit for the
current year increased slightly by 1.1% to HK$521.6 million compared with last year's HK$516.1 million. Gross profit ratio
increased from 48.7% for the last year to 49.3% for the current year as a result of increase in proportion of sales of software and
technical services with higher gross profit margin.

The loss attributable to the equity holders of the parent for the year was mainly the net results of:

a. impairment of loan receivables of approximately HK$436.1 million (year ended 31 December 2018: Nil) mainly due
to defoult in entrusted loans to b A TEEREBR AR (Peking University Founder Group Company Limited*) (“Peking
Founder”), a substantial shareholder of the Company. Defails of the default were set out in the announcement of the

Company dated 2 March 2020;

b. an increase in the gross profit by 1.1% to HK$521.6 million (year ended 31 December 2018: HK$516.1 million) as @
result of increase in proportion of sales of software and fechnical services;

c. a decrease in other income and gains by 10.6% to HK$94.4 million year ended 31 December 2018: HK$105.7
million) arising from decrease in fair value gains on investment properties;

d. a decrease in total selling and distribution expenses and administrative expense by 3.5% to HK$332.0 million (year
ended 31 December 2018: HK$344.2 million) as a result of strict control on expense imposed by the management; and

e. an increase in tax credit b\/ HK$111.7 million to HK$110.7 million [year ended 31 December 2018: tax Chorge of
HK$ 1.0 million) as a result of deferred tax effect on impairment of entrusted loan receivables.

Basic and diluted loss per share aftributable to equity holders of the parent for the year was HK19.9 cents [year ended 31
December 2018: eamings of HK7.3 cents|.

OPERATING REVIEW AND PROSPECTS

Operating Review

Font Library Business

Against the backdrop that China is vigorously propelling cultural creative industries, the font library, as a Chinese culture carrier,
has been receiving a wider recognition. The value of fonts has been recognized by more and more enterprises and the public.
Meanwhile, with a gradual improvement in the copyright environment in China and increasingly infense competition in the
indusiry, new fonf design companies and individual font designers came info the font library market one affer another.

In 2019, hot topics regarding infellectual property emerged continuously. The “font fever” in the design industry gained wider
popularity and the value of fonts has been recognized by more and more enterprises and the public.

1) Font library copyright aspect: We actively maintained the infellectual property rights of our font library by legal means,
organized acfivifies such as “The Foundertype Poster Exhibition (77 IF 7 B/ ¥ a% 5155 &), “Tokyo TDC Selected Works
+ Font Design Forum (RRTDCIEERE R FEHRETmIE)" and participated in “The Third China Beijing Infernational
language & Culture Expo (85 =fE ™ BlIL REIFRFE = XL EER)" and “Beijing Excellent Copyright Project Promotion
Conference (3t R EFh#EIE B HE/T &) organized by Beijing Municipal Bureau of Copyright, through which we have
made font design knowledge more popular in the whole society, atiracted numerous young font designers and design
lovers and conveyed the value of fonts.

For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

2) Marketing and service aspect: We have stepped up our efforts in promoting positive publicity by establishing cooperation
relationships with design companies and advertising companies and launching a new service model, i.e., the “love-
dynamic Font [ E)FEE)". We also confinued to establish a comprehensive service system covering the official website
of Founder font library, “Font + (F41)" mobile APP, and a PC clientend three-in-one “Font +". Moreover, we have
successfully expanded the Founder population census font library solution which was widely adopted by various customers
in industries such as banking, social security, taxation and education fo solve problems regarding names of people and
places which have characters that are rarely used.

3) Font design aspect: Founder launched 197 new font types and font libraries of colloborative manufacturers such as
Monotype, TypeTogether and Production Type have been launched on both the official website of Founder font library
and clientend “Font +", providing clients with complete font solutions that have abundant fonts and support more than
95% of the languages in the world. Cusfomized fonts developed for clients such as vivo and JD.COM have been
delivered fo clients and put info use. VWe are now working on the supporting Project for Heritage and Development of
Excellent Chinese Tradition and Culture named “Exquisite Chinese Font Library Project (FEERSRFETFE)". Under
the guidance of China Federation of literary and Art Circles and State language Commission, the “Chinese Culture in
Calligraphy — Exquisite Chinese Font Library Project Exhibition (F&(H % — P ESRTETEMRRRE)" was held af
National Museum of China before the 70th National Day, which exhibited the first batch comprising a font library of 12
ancient calligraphers.

Printing Business

The printing industry has entered info a period of deep adjustment, during which overcapacity existed throughout the industry and
hot fopics such as developing in a more digitalised, intelligent and environmentallyfriendly manner were emerging continuously.
With deep understanding of this development frend of the industry, Founder EasiPrint continued fo invest in the research and
development of inkjet prinfing fechnology and smart production sysfem so as to consolidate the market position of variable coding
and enhance and expand the digital printing capability of government printing market by supporting domestic operation systems
and upgrading two-color machines. It has also boosted CTP sales through establishment of electronic film system for People's
Education Press and ensured the steady development of retail sales business by strengthening the cooperation with manufacturers.
Under intense market competition, the business of Founder EasiPrint still maintains its confinued stability.

In 2019, Founder printing on demand ["POD") project achieved further progress in the market. Eaglelet P5600 high-speed
revolving inkjet printing production line, which was officially launched at the International Printing Technology Exhibition in
Guangdong (Dongguan) in April, has atiracted widespread attention from the industry and a large number of allin-one, special
column and book printing enterprises have incorporated this inkjet printing equipment into their purchase plans. Founder Eaglelet
P4400 high-speed revolving inkjet printing production line for commercial printing secfor was launched af the end of the year,
which has further promoted the development of the industry. Meanwhile, we continued to improve the back-end system covering
research and development, production, implementation and servicing, and achieved rapid development in terms of teambuilding.
Founder Yunshu (77 IEZE#F) softwares, as an ancillary facility, have been deployed in major publishing press such as Higher
Education Press.

The 2019 annual meeting of Hongyan POD Alliance [#&/EPODESEER) was held successfully, during which we signed contracts
for POD projects with clients such as Guangzhou Dayang and increased our influence in the industry.

Annual Report 2019 FOUNDER HOLDINGS LIMITED 5




MANAGEMENT DISCUSSION AND ANALYSIS

Media Business

The traditional media industry continued fo be subdued. In particular, the revenue from advertising on newspaper dropped
continuously, resulting in uncertainty over the frends of market demand. Meanwhile, the promotion of macroeconomic policies
offers new market opportunities fo media and publishing businesses. In January 2019, the CPC central committee made further
strategic deployment to accelerate in-depth integration of traditional media and emerging media. It was proposed that the
govemnment will promote the vertical development of media integration with a view to establishing the “All Rounded Media in Four
Aspects (FAZ#E%8)", namely process, format, manpower and efficiency (2124E88 - 2 248 - 2B - 20K, thereby
creating the layout of powerful media dissemination. The mainstream media nationwide implemented this strategic deployment
in relation fo vertical development of media integration proposed by the central government by accelerating the use of new
technologies such as mobile network, cloud computing, big data and arfificial infelligence, af the same time pushing forward the
comprehensive integration of media “from addition fo integration (#E48A1%4E&%)" and “from integrated media to smart media (1
BRALEE B HL)". In the meantime, the development of infegrated media centers af province, district and county levels was making
progress in an orderly manner, bringing both demand and opportunities for the development of provincial platforms for integrated
media centers at district and county level, as well as self-developed platforms for certain infegrated media centers at district and
county level. The integrated development of the publishing indusiry has enfered into a new stage, where the publishing industry re-
built its production process to adapt fo integrated publishing and re-constructed the organization model based on such integrated
publishing procedure, thereby improving the quality and efficiency of publishing through the use of smart technology.

Under such conditions, we have achieved innovation in aspects of products, markets and business models on a continuous basis.

In respect of products, Founder Electronics launched “Media Cloud” (#£828%E) solution which adopfed cloud structure fechnology
and facilitated the building of a regional media cloud platform covering markets such as intfegrated media centers at district and
county level in provincial and prefecture-level cities as well as new media for government and corporate affairs, thereby creating
a new ecological environment for media integration. In the meantime, it also upgraded “Founder Solution for Hyperintegration
of Media 2.0" by fully leveraging the new technologies such as mobile network, cloud computing, big data and arfificial
intelligence in an effort to help media building up an infegrated media platform. “Founder Solution for Hyperintegration of Media
2.0" not only realized the integration of media businesses, management, users and data, but also realized the optimization of
new mobile media platform and mobilization of core businesses by adhering to our strategy that take mobile media as priority.
Meanwhile, the solution empowered media integration with the use of big data and artificial infelligence technologies, which
facilitated the application, dissimilation and analysis of intelligence and big data under different scenarios, including planning,
inferview, compilation, edit, publishing and distribution. As for the publishing business, Founder Electronics has stepped up its
efforts in the research and development of digifal joint compilation system with sifrong emphasis on the research and development
of technologies and products in relation fo smart review, aufomatic typesetting and others. At the end of 2019, Founder smart
review cloud service platform and aufomatic typesetting cloud service platform were officially launched where it has obtained a
number of model customers. Meanwhile, the Company continued fo increase the investment in the research and development of
technologies and products in relation fo knowledge service and launched “Founder Flying H5 (Digital Version) (77 IEFRFIHS (&
FhR) )" and upgraded the Founder Flying cloud service platform (77 IERFAZ RS F B).
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MANAGEMENT DISCUSSION AND ANALYSIS

In respect of markets, in addition fo reinforcing the presence in inventory markets such as central and provincial newspapers,
prefecturellevel city newspaper and industry newspaper, we secured more leading companies as well as further expanded info
the market of new mobile media and infegrated media centers at district and county level, while actively expanding into markets
such as radio and television, political and corporate news centers and overseas media. This year, we entered info confracts with
"New Gangsu Cloud FTHFRZE)" of Gangsu Daily, i.e. the provincial media cloud platform of Gansu Province, and various
city-level media cloud platforms such as "Hangzhou Cloud (#TM1Z)" of Hangzhou Daily, “Fuzhou Cloud (f&8MZE)" of Fuzhou
Daily and “longyan Cloud (88&ZE)" of longyan Propaganda Department in the integrated media market at district and county
level. For corporate news centers, we entered info contracts with media cenfer market such as Liaohe Oilfield. For radios and
televisions, we have established cooperation with various platforms such as “China Blue Cloud (FRBIEEZE)" of Zhejiang Radio &
TV, “lichee Cloud (2 Z)" of Jiangsu Broadcasting Corporation and “Daxiang Merged Media (K&K B#K)" of Henan Television.
Four projects undertaken by Founder Electronics, including the “Integrated Media Plafform of Guangzhou Daily” of Guangzhou
Daily Newspaper Group, “Integrated Media Platform of News on Websites and Applications based on Big Dafa” of Yangcheng
Evening News Group, "AllRounded Media Command Center and Integrated Media Information Sharing Platform af County-level
(BIRREEER LESRMBEEELZTA) of Gangsu Daily and “Sinopec Newspaper Digitalised Media Platform (FFEIA1E
AT HEEEFILTF A)" of Sinopec News, were awarded the First Prize of “2019 Wangxuan News Science and Technology
Award (FiRFTERIEITEE)", which is the most prestigious award of media technology industry in the PRC. In addition, we
also undertook the development of the clientend of numerous new mobile media APP in 2019, such as “Zhangzhong Shaanxi (£
HBRE)", "Guangzhou Daily (BMBR)", “Young Pai (FEHIE)", "Daily Sunshine (F&¥R)", “Xi'an Release (A% E4R)", "Qinghai
Daily (B B#R)", "Macao Daily (BFIBZR)", "Xinhandan (¥THEER)" and “Instant (55_E)". On 20 December 2019, which is the
eve of the 20th anniversary of Macao's refurn to China, we have completed the comprehensive upgrade and fransformation of
the integrated media platform of Macao Daily, and launched a new clientend of “Macao Daily (P9 B #k)" APP.

As for business models, we actively promoted the transformation from software solution towards authorization service, SAAS
service, software service and datfa service. The percentage of confracts in relafion to the service-orienfed business accounted
for 32%, among which contracts in relation to authorization service and SAAS service business accounted for 24% of the newly
signed confracts during the year.

PROSPECTS

The outbreak of Coronavirus Disease 2019 ("COVID-19") had a significant adverse impact on the global economy and
consumer confidence. Amid the aforesaid economic uncertainties, the Group will continue to adopt a prudent approach fo run
its business operations. The management of the Group will closely monitor changes in the economy and T market of the People’s
Republic of China (the "PRC"). The Group will continue the development of innovative solutions and provide our customers with
more costeffective products and solutions to meet our customers' demands for enhancing their competitiveness. In addition, the
Group will closely monitor the performance of each business sector to achieve effective cost control and maximise shareholders’
value.

EMPLOYEES

The Group has developed its human resources policies and procedures based on performance and merit of employees. The
Group ensures that the payments to its employees are competitive and the employees are rewarded based on their performance
within the general framework of the Group's salary and bonus systems. The Group provides onhe-job fraining to its employees
in addition to retirement benefit schemes and medical insurance. The Group maintained a share option scheme in place for the
purpose of providing incentives and rewards 1o eligible directors and employees of the Group who contribute fo the success of
the Group's operations. The Group had not granted any share options fo its eligible directors and employees during the current
financial year.

As at 31 December 2019, the number of employees of the Group was 1,260 (31 December 2018: 1,230).

Annual Report 2019 FOUNDER HOLDINGS LIMITED 7




MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEVW

Liquidity, financial resources and capital commitments

During the year, the Group generally financed its operations with infemally generated resources and banking facilities provided
by its principal bankers in Hong Kong and the PRC. As af 31 December 2019, the Group had interestbearing bank borrowings
of approximately HK$107.1 million (31 December 2018: HK$160.9 million), of which HK$107.1 million (31 December
2018: HK$120.9 million) were fixed interest bearing and Nil (31 December 2018: HK$40.0 million) were floating interest
bearing. The bank borrowings were denominated in Hong Kong Dollars ("HKD") and Renminbi ("RMB”), and were repayable
within one year. The Group's banking facilities were secured by corporate guarantees given by the Company, Peking Founder,
certain of the Group's investment properties and bank deposits.

As at 31 December 2019, the Group recorded total assets of HK$1,509.1 million which were financed by liabilities of
HK$567.8 million and equity of HK$941.3 million. The Group's net asset value per share as at 31 December 2019 amounted
to HK$0.78 (31 December 2018: HK$0.99). The decrease in net asset value per share was due to loss during the year.

The Group had total cash and bank balances of HK$568.1 million as at 31 December 2019 (31 December 2018: HK$561.1
million). After deducting total bank borrowings of HK$107.1 million (31 December 2018: HK$160.9 million), the Group
recorded net cash and bank balances of HK$461.0 million as at 31 December 2019 as compared to HK$400.2 million as
at 31 December 2018. The Group's borrowings, which are subject fo litlle seasonality, consist of mainly short term bank loans
and frust receipt loans. As af 31 December 2019, the Group's gearing ratio, measured by the ratio of fotal borrowings to fotal
shareholders’ equity, was 0.11 (31 December 2018: 0.14) while the Group’s working capifal ratio was 1.78 (31 December
2018: 2.31). The decline in working capital ratio was due to impairment of enfrusted loan receivables during the year. The
decrease in prepayments, other receivables and other assets by 83.4% to HK$78.5 million {31 December 2018: HK$472.6
million) was due to impairment of entrusted loan receivables during the year. The increase in other payables and accruals by 3.6%
to HK$255.1 million (31 December 2018: HK$246.1 million) was due fo increase in accrual of subcontracting fee of system
integration contracts.

As at 31 December 2019, the Group did not have any material capital expenditure commitments.

Treasury policies

The Group adopts conservative freasury policies and controls tightly over its cash and risk management. The Group's cash and
cash equivalents are held mainly in HKD, RMB and United States Dollars (“U.S. dollars”). Surplus cash is generally placed in
banks as short term deposits denominated in HKD, RMB and U.S. dollars.

Exposure to fluctuations in exchange rates and related hedges

The Group operates mainly in Hong Kong and the PRC. For the operations in Hong Kong, most of the transactions are
denominated in HKD and U.S. dollars. The exchange rate of U.S. dollars against HKD is relatively stable and the related
currency exchange risk is considered minimal. For the operations in the PRC, most of the fransactions are denominated in RMB.
The conversion of RMB into foreign currencies is subject to the rules and regulations of the foreign exchange controls promulgated
by the PRC government. The Group has minimal exposure to exchange rate fluctuation. No financial instrument was used for
hedging purposes. The Group will closely monitor the currency exchange risk of RMB in the near term as a result.

Contracts
As at 31 December 2019, the major contracts in hand amounted to approximately HK$281.4 million (31 December 2018:
HK$339.4 million), which are all expected 1o be completed within one year.

Material acquisitions and disposals of subsidiaries, associates and joint ventures

The Group had no material acquisition or disposal of subsidiaries, associates and joint ventures during the year ended 31
December 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

Charges on assets
As at 31 December 2019, the Group's investment properties in Hong Kong of approximately HK$76.3 million and bank
deposits of approximately HK$14.2 million were pledged to banks to secure banking facilities granted.

Future plans for material investments or capital assets

The Group did not have any concrete future plans for material investments or capital assefs as af 31 December 2019. However,
the Group always seeks for new investment opportunities in the software development and system integration business to broaden
the revenue and profit base of the Group and enhance shareholders’ value in long ferm.

Contingent liabilities
At 31 December 2019, the Group did not have any significant contingent liabilities.

Events after the reporting period

(a) Assessment of the Impact of the Coronavirus Disease 2019
Since the outbreak of COVID-19 in January 2020, the prevention and confrol of the COVID-19 has been going on
throughout the country. The Group will earnestly implement the requirements of the Nofice on Further Strengthening
Financial Support for Prevention and Control of COVID-19, which was issued by the People’s Bank of China, the Ministry
of Finance, the CBIRC, the China Securifies Regulatory Commission and State Administration of Foreign Exchange, and
strengthen financial support for the epidemic prevention and control.

The COVID-19 has certain impacts on the business operation of the Group. The degree of the impact depends on the
situation of the epidemic preventive measures, the duration of the epidemic and the implementation of regulatory policies.

The Group will keep continuous attention on the situation of the COVID-19, assess and react actively fo ifs impacts on the
financial position and operating results of the Group. Up fo the date of this report, the assessment is sfill in progress.

(b)  Judicial Restructuring of Peking Founder

On 18 February 2020, the Company received a notification letter from Peking Founder, regarding a notice received by
Peking Founder from the Court. According to such notice, Bank of Beijing Co., ltd. applied to the Court for a resfructuring
of Peking Founder. On 19 February 2020, according fo the civil order and decision lefter received by Peking Founder
from the Court, the Court decided to accept the application made by Bank of Beijing Co., lid. for the initiation of
restructuring procedure against Peking Founder and appointed Peking Founder's liquidation team as the administrator of
Peking Founder. Peking Founder's liquidation team consists of, among others, the People’s Bank of China, the Ministry of
Education of the People’s Republic of China, relevant financial regulators and relevant departments of Beijing Municipal
Government.

The Company confirmed that the above incident currently has no material adverse impact on the Company’s operation,
except for the provision for impairment made on the entrusted loans and the related interest receivables, and the Company
currently maintains a healthy financial position with sufficient cash for its operation on hand. The Company is independent
from Peking Founder in respect of business, personnel, assefs, institutions and finance. As of the date of this report, the
production, operation and management of the Company are normal and stable. However, the restructuring of Peking
Founder may have impact on the shareholding structure of the Company.

Save as disclosed above, there are no significant subsequent events after the end of reporting period.
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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRACTICES

The Company is firmly committed to the overall standards of corporate governance and has always recognized the importance of
accountability and communication with its shareholders. The Company adopted all the code provisions of Corporate Governance
Code [the "CG Code"), as set out in Appendix 14 to the Rules Governing the listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”), as its own code on corporate governance practices.

In the opinion of the directors, the Company has fully complied with all the code provisions as set out in the CG Code throughout

the year ended 31 December 2019.

DIRECTORS" SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers [the “Model Code”) sef out in
Appendix 10 of the Listing Rules as the Company's code of conduct and rules governing dealings by all direcfors in the securities
of the Company. Upon being made specific enquiries by the Company, all directors of the Company confirmed that they have
complied with the required standards set out in the Model Code throughout the year ended 31 December 2019.

BOARD OF DIRECTORS

The board of directors of the Company (the "Board”) comprises six executive directors and three independent non-executive
directors. The executive directors are Mr Cheung Shuen Lung [Chairman), Mr Shao Xing (President), Professor Xiao Jian Guo,
Ms Zuo Jin, Mr Hu Bin and Ms liao Hang, and the independent non-executive directors are Mr Chan Chung Kik, lewis, Mr Lau
Ka Wing and Mr Llai Nga Ming, Edmund. To the best knowledge of the directors, there is no relationship (including financial,
business, family or other material/relevant relationship) among members of the Board. The biographical defails of each director
are disclosed on pages 46 to 47 of this Annual Report.

The Board oversees the Group's strategic development and defermines the objectives, sirategies and policies of the Group.
The Board also monitors and controls the operating and financial performance in pursuit of the Group's strategic objectives.
Day-to-day management of the Group's business is delegated to the management of the Company under the supervision of
the executive directors. The functions and powers that are so delegated are reviewed periodically to ensure that they remain
appropriate. Matters reserved for the Board are the overall strategy of the Group, major acquisitions and disposals, major
capital investments, dividend policy, significant changes in accounting policies, material contracts, appointment and retirement of
direcfors, remuneration policy and other major operational and financial matters. It is the responsibility of the Board to defermine
the appropriate corporate governance practices applicable to the Company’s circumstances and to ensure processes and
procedures are in place to achieve the Company’s corporate governance obijectives. The directors of the Company have access
fo appropriate business documents and information about the Group on a fimely basis. All the directors of the Company have
access to the Company Secretary who is responsible for ensuring that the Board procedures, and related rules and regulations,
are followed. Minutes of Board/Commitiee meetings are kept by the Company Secrefary and are open for inspection by the
directors of the Company. All directors and Board committees have recourse to external legal counsels and other professionals
for independent advice at the Group's expense upon their request. Appropriate directors’ liability insurance cover has also been
arranged fo indemnify the directors of the Company for liabilities arising out of corporate activities.

The Board held four regular Board meetings at approximately quarterly intervals during the year ended 31 December 2019.

Additional Board meetfings were held when necessary. Due notices and Board papers were given to all directors prior to the
meetings in accordance with the Listing Rules and the CG Code.
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CORPORATE GOVERNANCE REPORT

The affendance record of each director at the Board meefings and general meetings during the year is as follows:

Board meetings Annual General Special General
attended/ meeting attended/  meeting attended/
Name of director Eligible to attend Eligible to attend Eligible to attend
Executive Directors
Mr Cheung Shuen Lung (Chairman) 4/4 1/1 1/1
Mr Shao Xing 4/4 0/1 0/1
Professor Xiao Jian Guo [appointed on 4 April 2019) 3/3 0/1 0/1
Mr Cui Yun Tao (resigned on 4 April 2019) 1/1 0/0 0/0
Ms Zuo Jin 4/4 0/1 0/1
Mr Hu Bin 4/4 0/1 0/1
Ms Liao Hang 4/4 0/1 0/1
Independent Non-executive Directors
Mr i Fat Chung 4/4 1/1 1/1
Ms Wong Lam Kit Yee 4/4 1/1 1/1
Mr Chan Chung Kik, Lewis 4/4 1/1 1/1

There are also three Board committees under the Board, namely, the Remuneration Committee, the Nomination Committee and
the Audit Committee.

Each newly appointed director is provided with necessary induction and information to ensure that he/she has a proper
understanding of the Company’s operation and businesses as well as his/her responsibilities under the relevant statutes, laws,
rules and regulations.

Direcfors’ fraining is an ongoing process. During the year, directors are provided with monthly updates on the Company’s
performance, position and prospects to enable the Board as a whole and each director to discharge their duties. In addition, all
direcfors are encouraged fo parficipate in continuous professional development trainings to develop and refresh their knowledge
and skills. The Company updates the directors on the latest updates regarding the Listing Rules and other applicable regulatory
requirements from fime to ftime, to ensure compliance and enhance their awareness of good corporate governance practices.
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All directors have paricipated in continuous professional development and have provided 1o the Company the records of the
training they received during the year ended 31 December 2019. The individual training record of each director received for the
year ended 31 December 2019 is summarised below:

Briefings and Attending seminars,

updates on the workshops or

business, operations self-study of materials

and corporate relevant to the business

Name of director governance matters or directors’ duties

Executive Directors

Mr Cheung Shuen Lung (Chairman) v v

Mr Shao Xing v v

Professor Xiao Jian Guo (appointed on 4 April 2019) v v

Mr Cui Yun Tao (resigned on 4 April 2019) v v

Ms Zuo Jin v v

Mr Hu Bin v v

Ms Liao Hang v v
Independent Non-executive Directors

Mr Li Fat Chung v v

Ms Wong Lam Kit Yee v 4

Mr Chan Chung Kik, Lewis v v

The Board is responsible for performing the functions set out in the code provision D.3.1 of the CG Code. The Board reviewed
the Company’s corporate governance policies and pracfices, fraining and continuous professional development of directors and
senior management, the Company's policies and practices in compliance with legal and regulatory requirements, the compliance
with the Model Code, and the Company's compliance with the CG Code and disclosure in this Corporate Governance Report.

CHAIRMAN AND CHIEF EXECUTIVE

The roles of the Chairman and the Chief Executive are separate and are not exercised by the same individual. Mr Cheung Shuen
Lung is the Chairman of the Board. The primary role of the Chairman is to provide leadership for the Board and to ensure that it
works effectively in the discharge of ifs responsibilities. Mr Shao Xing is the President of the Company. The President is responsible
for the day-to-day management of the Group's business. Their respective role and responsibilities are set out in writing which have
been approved by the Board.

NON-EXECUTIVE DIRECTORS

There are currently three non-executive directors, and all of them are independent. Each independent non-executive director has
entered into a letter of appointment with the Company for a period of one year. Pursuant fo the Bye-laws of the Company, one
third of all the directors, including the non-executive directors, shall be subject to refirement by rotation at each annual general
meefing.

All of the three independent non-executive directors have appropriate professional qualifications or accounting or related financial
management expertise. This composition is in compliance with the requirement of rule 3.10 of the Listing Rules. Each independent
non-executive director has, pursuant to rule 3.13 of the Listing Rules, provided an annual confirmation of his/her independence to
the Company and the Company also considers them to be independent.
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REMUNERATION COMMITTEE

The Remuneration Committee of the Board was established in 2005 with specific written ferms of reference which deal clearly
with its authorities and duties. The role and functions of this committee include formulating the remuneration policy, making
recommendations to the Board on the remuneration packages of all executive directors and senior management, making
recommendations to the Board on the remuneration of non-executive directors, reviewing and approving performance-based
remuneration, and ensuring that no director or any of his/her associates is involved in deciding his/her own remuneration.

In 2019, the Remuneration Committee met once fo review and discuss the remuneration policy for the directors of the Company
and the remuneration packages of all direciors of the Company. The Company’s policy on remuneration is to maintain fair and
competitive packages based on business needs and industry practice. For determining the level of fees paid to the directors,
market rafes and factors such as each director’'s workload and required commitment will be taken into account. No individual
director will be involved in decisions relafing to his/her own remuneration. The Remuneration Commitiee adopts the model of
making recommendations to the Board on the remuneration packages of individual executive directors and senior management.
Information relating fo the remuneration of each director for 2019 is set out in Nofe 8 fo the Company's 2019 Financial
Statements.

The members of the Remuneration Committee during the year and their attendance record at the meeting are as follows:

Name of member Meetings attended/Eligible to attend
Mr i Fat Chung (Chairman) (Independent non-executive director) 1/1
Mr Cheung Shuen Lung (Executive director) 1/1
Ms Wong lam Kit Yee (Independent non-executive director) 1/1

NOMINATION COMMITTEE

The Nomination Committee of the Board was established in 2012 with specific written terms of reference which deal clearly
with its authorities and duties. lts terms of reference amended and adopted by the Board in December 2018 can be found on
the Company's website (www.founder.com.hk) and The Stock Exchange of Hong Kong Llimited's website [www.hkexnews.hk|.
The role and function of the Nomination Commitiee include determining the policy for the nomination of directors, seffing out
the nomination procedures and the process and criteria adopted to select and recommend candidates for directorship. Only the
most suitable candidates who are experienced and competent and able 1o fulfill the fiduciary duties and duties of skill, care and
diligence would be recommended to the Board for selection. Appointments are first considered by the Nomination Committee
and recommendations of the Nomination Committee are then put to the Board for decision. The Nomination Committee is also
responsible for reviewing the structure, size and diversity of the board.

The Board Diversity Policy was adopted by the Board on 30 August 2013. In designing the Board's composition, the diversity
of the Board has been considered from a number of aspects including, but not limited to, gender, age, cultural and educational
background, professional experience, skills, knowledge and length of services. Candidates will be considered against objective
criteria, having due regard for the benefits of diversity of the Board.

Out of the nine directors comprising the board, two of them are women. Three of the nine directors are independent non-
executive directors, thereby promoting critical review and control of the management process. The Board is also characterised by
significant diversity, whether considered in terms of age, cultural and educational background, professional expertise and skills.
The Board endeavours to steer forward and ensure that the Board has a balance of skills, experience and diversity of aspects
appropriate fo the requirements of the Company’s business.
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The nomination policy of directors of the Company was adopted by the Board on 28 December 2018. The policy sets out the

procedures, process and criteria for identifying and recommending candidates for election 1o the Board.

Selection Criteria
When evaluafing and selecting candidates for directorships, the members of the Nomination Committee or the Board shall

consider the following criteria:

(a)

(b)

(c)

(d)

(e)

(f

(g)

Character and infegrity;

Qualifications including professional qualifications, skills, knowledge and experience that are relevant to the Company's
business and corporate sfrategies;

The Board Diversity Policy and any measurable objectives adopted by the Nomination Commitiee for achieving diversity
on the Board:

Willingness to devote adequate fime to discharge dufies as a Board member and other directorships and significant
commifments;

In case of independent non-executive Directors, whether the candidates would be considered independent in accordance
with the Listing Rules;

In case of re-election, the overall contribution and service to the Company of the Director to be re-elected and the level of
participation and performance on the Board and the other criteria set out in this section; and

Such other perspectives appropriate fo the Company’s business.

These factors are for reference only, and not meant to be exhaustive and decisive. The Nomination Committee has the discrefion

fo nominafe any person, as it considers appropriate.

Nomination Procedures

(a)

(b)

(c)

14

The Nomination Committee and/or the Board identifies potential candidates including but not limited to internal
promotion, re-designation, referral by other member of the management and external recruitment agencies and/or
advisors. The Nomination Committee then develops a short list of candidates and agrees on proposed candidatels);

Proposed candidate(s) will be asked to submit the necessary personal information, biographical defails, fogether with their
written consent fo be appoinfed as a director. The Nomination Committee may request candidates fo provide additional
information and documents, if considered necessary;

The Nomination Committee shall, upon receipt of the proposal on appointment of new director(s) and the personal

information (or relevant details) of the proposed candidate(s), evaluate such candidate(s| based on the criteria as set out
above to determine whether such candidate(s) is qualified for directorship;
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(d) For any person that is nominated by a shareholder for election as a Director af the general meeting of the Company, the
Nomination Committee shall evaluate such candidate based on the criteria as set out above to defermine whether such
candidate is qualified for directorship;

(e) If the process yields one or more desirable candidates, the Nomination Committee shall rank them by order of preference
based on the needs of the Company and reference check of each candidate [where applicable);

() The secretary of the Nomination Committee shall convene a meeting of the Nomination Committee. For filling a
casual vacancy, the Nomination Committee shall make recommendations for the Board's consideration and approval.
For proposing candidates to stand for re-election or election at a general meeting, the Nomination Committee shall
make nominations or recommendations for the Board's consideration and the Board shall make recommendations to
shareholders in respect of the proposed re-election or election of Director(s) at the general meeting;

(g) In order to provide information of the candidates nominated by the Board to stand for election or re-election af a
general meeting, a circular will be sent to shareholders. The circular will set out the names, brief biographies (including
qualifications and relevant experience|, independence, proposed remuneration and any other information, as required
pursuant fo the applicable laws, rules and regulations including the Listing Rules, of the proposed candidates; and

(h) The Board shall have the final decision on all matters relating to its recommendation of candidates to stand for election or
reelection af any general meefing.

In 2019, the Nomination Commitiee met once fo review the siructure, size and diversity of the Board, nomination procedure
and the independence of the independent non-executive directors, and to recommend the Board on the appointment and

reappoinment of directors and the succession planning for direcfors.

The members of the Nomination Committee during the year and their attendance record af the meeting are as follows:

Name of member Meetings attended/Eligible to attend
Mr Cheung Shuen Lung (Chairman) (Executive director) 1/1
Ms Wong Lam Kit Yee (Independent non-executive director) 1/1
Mr Chan Chung Kik, Lewis (Independent non-executive director) 1/1
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AUDIT COMMITTEE

The Audit Committee of the Board was established in 1998 in compliance with rule 3.21 of the Listing Rules with specific written
terms of reference which deal clearly with its authorities and duties. lts ferms of reference amended and adopted by the Board
in December 2018, can be found on the Company’s website (www.founder.com.hk) and The Stock Exchange of Hong Kong
Limited's website (www.hkexnews.hk). The Audit Committee now solely comprises independent non-executive directors of the
Company, namely, Mr Chan Chung Kik, Lewis (Chairman), Mr Lau Ka Wing and Mr Lai Nga Ming, Edmund. All the committee

members possess appropriate professional accounting and financial qualifications.

The primary responsibilities of the Audit Committee include making recommendations to the Board on the appointment,
reappointment and removal of the external auditors, approving the remuneration and terms of engagement of the external
audifors, reviewing and monitoring the external auditors’ independence and objectivity and the effectiveness of the audit process
in accordance with applicable standards, developing and implementing policy on the engagement of external auditors to provide
non-audit services, monitoring the infegrity of the financial statements and the reports of the Company, overseeing the Company's
financial reporting system, risk management and infemal confrol systfems and developing and reviewing policies and practices or
corporate governance.

In 2019, the Audit Committee met three times. During the meetings, the Audit Committee reviewed the reports from the
independent auditors regarding their audit on annual financial statements, review on interim financial results, discussed the infernall

control of the Group, and met with the independent auditors.

The attendance report of the members of the Audit Committee at the meetings during the year are as follows:

Name of member Meetings attended/Eligible to attend
Mr i Fat Chung (Chairman) (Independent non-executive director) 3/3
Ms Wong lam Kit Yee (Independent non-executive director) 3/3
Mr Chan Chung Kik, Lewis (Independent non-executive director) 3/3

RISK MANAGEMENT AND INTERNAL CONTROL

The Board has the ultimate responsibility to maintain appropriate and effective risk management and internal control sysfems for
the Group to safeguard the interests of shareholders and the Group as a whole and to ensure strict compliance with relevant
laws, rules and regulations. The Audit Committee is responsible for reviewing the effectiveness of the risk management and
internal control systfems and reporting to the Board.

The Group's risk management and internal control systems comprise a well established organisational structure and
comprehensive policies and standards. Areas of responsibilities for each business and functional unit are clearly defined to ensure
effective checks and balances. Procedures have been designed for sofeguarding assets against unauthorised use or disposition;
for maintaining proper accounting records; and for ensuring the reliability of financial information used within the business or for
publication. The Board also clarifies that the system is designed to manage, rather than eliminate the risk of failure fo achieve
business objectives, and can only provide reasonable but not absolute assurance against material misstatement or loss.
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During the year, the internal audit department has carried out an overview on the effectiveness of the risk management and
infernal control systems of the Group. Based on the risk-based approach, the internal audit department continuously review and
monitor the sufficiency of the risk control measures of every business unit of the Group and to examine if relevant measures have
been implemented. The procedures involve assuring the existence of related risks in the first place, then assessing the levels o
which the pofential risks are aftributed based on the following two risk factors, i.e., the level of significance of the risk and the
possibility of occurrence. No material internal control aspects of any significant problems were identified. With reference to the
assessment of the infernal audit department, both the Audit Committee and the Board conducted review of the risk management
and internal control systems maintained by the Group including the financial, operational and compliance controls and risk
management functions for the year ended 31 December 2019 and were safisfied that the risk management and internal control
systems of the Group had funcfioned effectively and was adequate during the year.

INSIDE INFORMATION DISCLOSURE POLICY

An Inside Information Policy was adopted by the Company which sets out guidelines fo the directors of the Company, officers
and all relevant employees of the Group to ensure inside information (as defined in the Listing Rules) (the “Inside Information”) of
the Group would be disseminated to the public in equal and timely manner in accordance with applicable laws and regulations.
The Company also established Group Internal Nofification Policies and Procedures for setting out guidelines for identification and
nofification of Inside Information and nofifiable transactions (as defined in the Listing Rules). A whistleblowing policy was also
adopted by the Group.

AUDITORS" REMUNERATION

During the year, the remuneration in respect of audit and non-audit services provided by the Company’s auditor, Emst & Young, is
summarised as follows:

HK$'000

Statutory audit services 2,560
Non-audit services:

Agreed-upon procedures on interim results 400

Agreed-upon procedures on confinuing connected fransactions 50

Compliance and tax advisory services 92

542

Total 3,102

DIRECTORS” AND AUDITORS' RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS

The directors of the Company acknowledge their responsibility for the preparation of the financial statements of the Group for
the year ended 31 December 2019 which give a frue and fair view of the state of affairs of the Company and of the Group
on a going concern basis in accordance with the sfatutory requirements and applicable accounting standards. The statement
of the Auditors of the Company about their reporting responsibilities on the financial statements of the Group is set out in the
Independent Auditor’s Report on pages 55 to 59 of this Annual Report.
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COMPANY SECRETARY

Ms Cheang Yee Wah Eva ("Ms Cheang”), who is responsible for advising the Board on corporate governance matters and
ensuring that the Board policies and procedures, and the applicable laws, rules and regulations were followed, had been the
company secrefary of the Company since 11 May 2018. Ms Cheang has taken relevant professional frainings which are in
compliance with Rule 3.29 of the listing Rules for the year ended 31 December 2019.

COMMUNICATION WITH SHAREHOLDERS

The Company affirms its commitment to maintaining a high degree of corporate fransparency, communicating regularly with its
shareholders and ensuring, in appropriate circumstances, the investment community af large being provided with ready, equal
and fimely access to balanced and understandable information about the Company (including ifs financial performance, strategic
gooals and plans, material developments, governance and risk profile), in order to enable the shareholders o exercise their rights
in an informed manner.

The Company's Annual General Meeting (the "AGM") is one of the principal channels of communication with its shareholders.
It provides an opportunity for shareholders to ask questions about the Company’s performance. Separate resolutions will be
proposed for each substantially separate issue at the AGM. Directors of the Company, including the Chairmen of the Board and
Board committees and Board committee members, and the Company's external auditor attended the 2019 AGM and were
available to answer questions from shareholders.

Under the Listing Rules, all resolutions proposed at general meetings must be voted by poll except where the chairman of a
general meeting, in good faith and in compliance with the Listing Rules, decides to allow a resolution which relates purely
fo a procedural or administrative matter o be voted on by a show of hands. Details of the poll procedures will be explained
during the proceedings of general meetfings. The poll results will be released and posted on the websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.founder.com.hk).

To provide effective communication, the Company maintains a website at www.founder.com.hk. All the financial information
and other disclosures including, inter alia, annual reports, infterim reports, announcements, circulars, notices and Memorandum of
Association and New Bye-laws are available on the Company’s website.

Shareholders may direct their questions about their shareholdings to the Company’s Registrar, Computershare Hong Kong Investor
Services Limited, at 17M Floor, Hopewell Centre, 183 Queen's Road East, Hong Kong or contact the Customer Service Hotline
of the Company's Registrar at (852) 2862 8555. Shareholders may send their enquiries fo the Board or the Company Secretary
in written form to the head office and principal place of business in Hong Kong of the Company.
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THE SHAREHOLDERS' RIGHTS

Convene a Special General Meeting

Pursuant fo Section 74 of the Companies Act 1981 of Bermuda and Byelaw 62 of the Bye-laws of the Company, special
general meetings shall be convened on the requisition of one or more shareholders of the Company holding, at the date of
deposit of the requisition, not less than oneenth of the paid up capital of the Company having the right of voting at general
meetings of the Company. Such requisition shall be made in writing to the Board or the Secrefary for the purpose of requiring a
special general meeting fo be called by the Board for the transaction of any business specified in such requisition. Such meeting
shall be held within three months after the deposit of such requisition. If within 21 days of such deposit, the Board fails to proceed
fo convene such meeting, the requisitionist(s) himself (themselves) may do so in the same manner.

Put forward proposals at shareholders’ meetings

Shareholder(s) representing nof less than onetwentieth (5%) of the total voting rights of all the shareholders of the Company or of
not less than 100 shareholders of the Company may by requisition, at their own expense unless the Company otherwise resolves,
fo put forward proposals at general meetings of the Company pursuant to Clauses 79 and 80 of the Companies Act 1981 of
Bermuda (as amended). A writren nofice to that effect signed by the shareholder(s) concerned together with a sum reasonably
sufficient to meet the expenses in giving effect thereto must be deposited at the registered office of the Company not less than six
weeks before the meeting for requisition(s] requiring notice of a resolution, or not less than one week before the meeting for any
other requisition(s).

DIVIDEND POLICY

Policy on Payment of Dividend of the Company is in place setting out the factors in defermination of dividend payment of the
Company, including results of operations, working capital, financial position, future prospects, and capifal requirements, as well
as any other factors which the Board may consider relevant from time to time. The policy shall be reviewed periodically and
submitted to the Board for approval if amendments are required.

CONSTITUTIONAL DOCUMENTS

The Company did not make any changes in its Memorandum of Association and New Bye-laws during the year.
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. ENVIRONMENTAL PROTECTION

The Group serves in the fields of prinfing, media, pub|ishmg, big data and fonts |ibrory and is committed to providing
leading information processing tfechnology, products, system solutions and value-added services fo customers, enabling
customers to experience an information Techno|ogy life in the era of mobile Internet via different devices without time and
space limitation. Apart from continuously enhancing business quality and providing value-added services to customers,
the Group also recognises the importance of greater environmental stewardship and sustainable development of the
community in order to ensure the holistic and harmonious development of our business alongside the environment and
communities in which we operate. Throughout the past years, the Group has been actively fulfilling its corporate social
responsibilifies. It has a proven record in utilizing technology and combining comprehensive staff onthe-job training with
its well-established governance system to actively reduce its overall impact on the environment from various aspects.
Furthermore, we adhere to the core people-oriented principle, respecting the rights and interests of our employees. VWe
actively participate in public services and eamestly honor our corporate citizenship.

1.  Carbon emission

The Group comprehensively enhanced its corporate image on both the environment and the community aspects
and actively responded to the challenges and impact of climate changes on the global economy. Starting from
2017, the Group discloses its carbon emission data every year and integrated energy conservation and emission
reduction info ifs longferm plan, pursuant fo which it has formulated corresponding carbon reduction measures
fo lower the impact of its tofal emission of greenhouse gases to the community and the environment. At Beijing
Founder Electronics Co., Lid. ("Founder Electronics”), the wholly-owned subsidiary of the Group, carbon emission
was mainly resulted from energy consumption and electricity used in computers, printing systems, lighting sysfems
and information fechnology (IT) systems for its core media business as well as exhaust gas from commercial
vehicles. As the major source of power generation in Beijing was coal buming, Founder Electronics has focused
its work in relation to energy conservation and emission reduction by saving electricity and reducing consumption
of resources with an aim to reduce the greenhouse gases generated from coal bumning.

The fotal emission of greenhouse gases generated from purchased electricity for the year of Founder Electronics
are as follows:

TOTAL EMISSION OF GREENHOUSE GASES
GENERATED FROM PURCHASED ELECTRICITY

A\

2017

2016

850,000 Q00,000 950,000 1,000,000 1,050,000 1,100,000 1,150,000 1,200,000 1,250,000
CO.e [kg)

The continuous increasing frend of fofal emission of greenhouse gases generated from purchased electricity by
year is mainly due to the increasing business volume of Founder Electronics and the appropriate overtime work of
employees. The tfotal greenhouse gas emissions per employee increased from appropriately 874 kg in 2018 to
appropriately 980 kg in 2019 with a steady increase. The Group will encourage employees fo save electricity in
accordance with the “Measurements for energy saving” in the “Resource ufilization” section below.
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2.  Resource utilisation

The Group worked diligently to enhance the utilization rate of various materials and resources, including energy,
water and paper, and sfrive to enhance the reutilization rate and recycling rate of resources and reduce the
amount of waste produced so as to consisfently implement its environmental protection conceps to all operational
levels and production processes. Founder Electronics always exercises stringent control over its production process
fo avoid any hazardous or non-hazardous waste to be generated from the company’s operation. By doing so, it
has reduced waste from production, eased the pressure of waste handling of the community and enhanced the
environmental standards of the company.

Reducing consumption by intelligent solution

Given ifs leading position in the prinfing industry and in terms of modern media technology, Founder Electronics
actively undertook its environmental mission and launched the innovative “Founder All-in-one Solution”. The solution
integrafes printing and digital network and applies intelligent printing to the whole production process, including
automatic review, analysis and cafegorization of orders as well as automatic allocation of necessary materials
and assessment of the amount of consumables needed for the orders. The accurate data on actual volume of
production and demand would enable more precise control over ufilization of materials and thus realize printing
on demand, resulting in significant decrease in both consumption of materials and unnecessary paper and
improvement in production efficiency.

Reducing waste by high-end digital printing technology

The high-end digital inkiet printing Techno|ogy deve|oped b\/ Founder Electronics can maximize the utilization
rate of ink and reduce the amount of unnecessary unrecyclable waste with the use of recyclable toner cartridge
and ink cartridge. Looking forward, Founder Electronics will put consistent efforts in development and innovation,
improving ifs production process, and enhancing productivity with an aim fo fruly realise green production.

Measurements for energy saving
The Group focused on reducing various pollutants and proactively reduced the volume of waste generated and
enhanced the utilization efficiency of resources through various methods.

Light energy

The Group reduces unnecessary lighting energy consumption; maximize the use of daylight and turn off the light
of office rooms that are not being used; clean the lighting and lamps regularly to improve energy efficiencies; use
lighting with high energy efficiencies [e.g. T5 fluorescent light and LED).

Air conditioning resources

The Group establishes policies on better use of air conditioning resources with the lowest temperature of air
conditioner being set af 25.5T and turn off the air conditioner of office rooms that are not being used during the
office hours. After Work, all deporfmenfs shall turn off the power supp|y of office equipment in fime. Specio| email
will be sent before every holiday to remind all employees to turn off the power supply of office equipment.

Paper resources
The Group promotes paperless office by using a electronic working system that replaces paper records and
communicate through electronic fechnical equipment to reduce paper documentation.

Printing resources
The computers and printers are preset for double-sided printing and ink-saving mode; staff are reminded to print
documents on both sides and the files to be printed may use thinner fonts and row spacing.

Water resources
To enhance the utilization efficiency of water resources, the Company can obtain the suitable water source
steadily, thus we will lower the water pressure to the lowest possible level; install double flush toilefs in the
washroom; conduct leakage tfesting of concealed water pipes regularly and use the products with firstclass water
efficiency label.
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2. Resource utilisation (continued)
Measurements for energy saving (continued)
Information and communication technology equipment
The information and communication technology equipment are completely turned off during non-office hours, and
the computers are sef to enfer automatic standby and sleep mode when it is idle. A wireless network recorder
is installed to monitor the temperature and humidity of the data cenfer, so as to better regulate the energy
consumption of air condifioning.

Recycling and refrieve

The headquarters office building of the Group is equipped with recycling boxes and facilities. Evaluation for the
material consumption is needed when purchasing office supplies so as to avoid excessive inventory. The Group
also reduces the purchase and use of disposable and non-recyclable products, such as purchasing recyclable
foner boxes and ink carfridges.

Staff commuting
Employees are encouraged fo share the use of cars and choose public fransportation and green commuting to

alleviate road burden and vehicle exhaust gas emissions.

Starting from 2017, the Group discloses ifs utilization of resources to the public every year, the specific defails are
as follows:

THE TOTAL FUEL CONSUMPTION OF THE
HEADQUARTERS" SELFFOVWNED VEHICLES

2018 — 7,143
2017 .

0 2,000 4,000 6,000 8,000 10,000 12,000 14,000 16,000 18,000
Fuel consumption (liter)
The total fuel consumption of the headquarters selfowned vehicles in 2019 was approximately 6,031 liters,
a significant decrease of 15.6% as compared to 7,143 liters in 2018. As the total fuel consumption of

headquarters’ self-owned vehicles in this reporting year has reached a low level and has declined significantly
year by year, the Group aims fo maintain the current level in the next year.
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2. Resource utilisation (continued)

Category Emission this year (kg)
Exhaust gas Sulphur oxides 0.089

Nitrogen oxides 63.7

Particulate matter 6.1
Scope GHG emission this year (CO 2-e kg)
Scope 1: Direct GHG Emissions 16,3324
Scope 2: Energy Indirect GHG Emissions 1,218,133.4
Scope 3: Other Indirect GHG Emissions 7921
Total GHG emission 1,235,257.9
GHG intensity (CO 2-e kg/employee) 980.4

Due to the business nature of the Company, the non-hazardous waste produced is immaterial data, the Company
considers to fry and to collect more data and improve the report scope in the future.

Energy consumption of this year

Category (1,000 kWh)
Energy use Direct energy 53.7
Indirect energy 1,377.5
Total energy consumption 1,431.2

Energy infensity (1,000 kWh/employee) 1.1

Resource use Total water consumption (tonne) 1,310.4
Water consumption intensity

(fonne/employee) 1.0

Total packing material used [tonne] 10
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Il QUALITY OF WORKING ENVIRONMENT

Working environment

The Group has been actively devoting significant resources with a vision of providing a safe and comfortable
working environment for ifs staff and creating a healthy, positive, harmonious and efficient corporate culture
that supports its staff at different locations to unleash their potential and hence create more values for the Group
continuously. The office building rented by Founder Electronics in Beijing has an area of approximately 13,274
sgqm. The building was divided into different sections according to departmental functions, which include sales
department, research and development department, functional departments and public areas, complemented by
pantries and staff rest areas, offering a spacious and comfortable working environment for 1,260 staff. Moreover,
Founder Electronics offered firstclass accommodation for its staff. The dormitory was equipped with thoughtful
facilities that take care of all aspects of lives of our staff, making every effort to show its care for the staff and
providing them with comfortable, home-like dormitory equipment. Furthermore, Founder Electronics added one
more laundry room for the staff living in youth apartment in order to satisfy the demand for washing and drying of
clothes, and reduce their waiting fime. In addition, there were 8 old air conditioners being replaced for improving
the quality of lives of staff. Founder Electronics ceaselessly enhanced the overall living standards of the dormitory,
which has in turn enhanced staff morale and their sense of belonging to the company.

2.  Hedlth and safety

Founder Electronics always regards staff inferests as the foundation of longerm corporate development and cares
for physical and mental wellness as well as safety of its staff. VWWe understand that the staff would be devoted to
the Group's business in their best conditions and continuously create values for the Group only if they have good
physical finess and mental being. Throughout these years, the Group has made strenuous efforts in maintaining
occupational safety and caring for ifs staff. Previously, we have engaged professionals of Chinese medicine
fo organize a salon, which the professionals made diagnosis for our sfaff and gave professional advice on
healthcare. In addition, the Group has complied with local safety regulations, sfriving to place safety in the first
place af every operational level. The Group organises fire drills on a regular basis, through which the staff gain
knowledge regarding fire safety and their safety awareness raises. In the future, Founder Electronics will continue
to adhere to the core people-oriented principle to care for its staff from various aspects and organize different
activities fo enhance the wellness and safety awareness of ifs staff.

The Group adopts the following occupational health and safety measurements to ensure the occupational safety of
staff.

Internal policy

The Group has formulated “The safety management rules of Beijing Founder Electronics Co., Ud. (JERIEART
EEFARARLZZERHA to provide all staff of the Group with safety guidance within the office and
working scope, as well as management rules for safety supervision. In addition, the Group has formulated “The
comprehensive emergency plan for safety accidents of Beijing Founder Electronics Co., Ud. (AERIERTTIEEF
BRARLEEHFEEESTER)" 1o provide emergency plans for emergencies and safety accidents caused
by energy, fire protection, network safety and public health, so as to ensure the health and safety of staff and to
enhance the strain capacity of the Group in continuous operation.
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2. Health and safety (continued)

Employment contract

In the employment contract entered info between the Group and the staff, relevant provisions on labour protection
and occupational hazard protfection are included. For example, Article 3 states that Founder Electronics has
fo provide necessary office conditions and labour safety protection for the staff, and establish and improve the
working process, job specification and system for labour safety and health. In addition, Article 5 also states
that Founder Electronics has to create working environment and conditions for the staff that meet the national
occupational health standards and health requirements, and effectively protects the safety and health of staff in
production in accordance with the relevant national labour profection regulations. The Group has been strictly
implemented the above regulations.

In 2019, the number of work-related injuries was O, so there was no loss of working days due to work-related
injuries. In addition, the number and rate of work-related fataliies were both O.

3.  Development and trainings

The Group always freats ifs sfaff as the most important asset and most valuable resource of the Group. They
drive the continuous development of the Group and take the Group fo new heights. The Group strives to provide
diversified frainings for its staff at different aspects, so that its staff can gain a variety of professional knowledge
and confinue to develop their abilities, explore potential, enhance professional skills and broaden the horizons. In
this regard, the Group launched a series of training programs, covering staff at all levels from new employees to
senior management. Apart from free public courses organised by the Human Resources Department, the Group
also provided diversified professional trainings targeting different business areas. In 2019, fraining activities
organized by Founder Electronics affracted 4,052 participants in total. These activities have helped staff o better
connect with the corporate culture and systfem and also enhanced their comprehensive capability as well as the
capacity for sustainable development of the Group.
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3.  Development and trainings (confinued)
Target group for training
All kinds of training activities of the Group cover the staff of all levels and departments, including senior
management, human resources department, R&D and product department, service engineer, market development
and sales department, new sfaff and all staff, so that employees of all levels can have sufficient and comprehensive
understanding of their jobs, indusiry development, innovative technology and corporate culture. The number of
participated employees from all levels is as follows:

PERCENTAGE OF PARTICIPANTS IN TOTAL

11.4%

Senior management

Human resources department
R&D and product department
Service engineer

Market development and sales department

New staff
All staff

58.2% Other departments

AVERAGE TRAINING HOURS PER CAPITA BY EMPLOYMENT TYPE

Ceneral staff 13.3
15.0
Middle 29.6
Management
58.4
Senior 30.6
Management 675

0 10 20 30 40 50 60 70

B Male u Female
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3. Development and trainings (continved)
Founder Electronics actively organized various activities targeting different types of business for its staff with a view
to providing them with the most thoughtful and effective staff training programs. In order fo help new staff fo better
adapt to the Company’s rules, system, corporate culture and strategies, Founder Electronics organized the 12th to
15th “Founder Electronics Successful Start for New Staff (5 1IEEFHE TREME+ =+ A H)".

In order to make software technicians in Research and Development department better learn the innovative
technology in the IT industry, Founder Electronics has regularly held a training course, including a contfinuous
series of 22 classes in tofal, namely “Technology Sharing in Orange Thinking” for software staff in Research and

Development department.

In addition, in order to let all employees learn interpersonal relationship in workplace, life knowledge and
photography technology, Founder Electronic held a “Ted lecture” for interested employees to enroll to leam

knowledge beyond the work.
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3.  Development and trainings (confinued)
Furthermore, in order to enhance the organizational skills of the management, the Group has strengthened ifs
work in relation fo esfablishing role model cadre, thereby encouraging its staff to enhance the Group’s operation.
Founder Electronics has organized various targeted manager nurturing projects as follows:

The “Navigator program — middle level cadre of Founder Electronics training project 2019" aims fo provide
middle level cadres of Founder Electronics with training in change management, action management and
project management, training them to become team leaders with multifaceted execution ability and improve their
leadership.

4.  Labour standards
Equal and diversified employment opportunities
The Group strives to provide equal and diversified employment opportunities for its sfaff and strictly complied
with the principle of fairness and anti-discrimination. Founder Electronics respects gender equality. Staff are
provided with the same benefits and their remuneration are determined with the same method for new recruiment,
promotion and defermining level of remuneration. Promotion is based on personal competfence instead of other
factors such as gender and age. Furthermore, Founder Electronics includes its commitment fo faimess and equity in
the Company's rules, so that all employees are treated equally and all kinds of discrimination are strictly forbidden.
The Group also encourages mutual respect among staff members in a view to creating a harmonious and friendly
working environment.

Ensure the rest time of staff

Moreover, the Group reviews its employment terms on a regular basis and issued the “Management Rules for
Attendance and Holiday (Z#) RBREIEIEHIE)", which effectively avoids the problem of prolonged working
hours or forced labour and ensures the rest time of its sfaff by imposing stipulated number of working hours.

Prevention of the employment of Child labour

The Group strictly abides by the provisions of Article 15 of the labour law of the PRC, Article 28 of the Law on
the Protection of Minors of PRC and Article 2 of the Prohibition of Child Labour Provisions (Order No. 364 of the
State Council) that all the minors under the age of 16 are forbidden to be recruited. As for regulation of new staff,
Founder Electronics has established a requirement for minimum academic qualification for employment o ensure
that no child labour is employed. If the Group finds and realizes any violation on the prevention of forced labour
and the prevention of the employment of child labour, it will be handled by the department of Human Resources
in accordance with the “Management Rules for Attendance and Holiday” and the “Prohibition of Child Labour
Provisions (B IE{F FRZE THRFE)" or the applicable infernal guidelines.

28 FOUNDER HOLDINGS LIMITED Annual Report 2019




ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

4. Labour standards (continued)
A detailed classification of our staff by gender, age groups, employment type and region set out as below:

EMPLOYEE BY GENDER EMPLOYEE BY AGE GROUPS

13.3%
39.5%

10.7% 24.8%
® Male ® Female m 18-25 26-35 m 36-45

m 46-55 = Above 55

EMPLOYEE BY EMPLOYMENT TYPE EMPLOYEE BY REGION

24.6%

0.6%

1.1%

98.3%
75.4%
u Senior Management = Headquarters, Beijing
m Middle Management (Note) m Other region

® General staff

Note:  The definition of employment type division in this reporting year has been updated internally. The definition of Middle
Management in the past was “all cadre members except leading members and vice presidents of the Company”, while in this
reporting year, it defined as “the principal and deputy positions of the first level departments except the Senior Management”,
with a smaller scope than in the past. As a result, the proportion has also decreased from 14.0% in 2018 to 1.1% in this
reporting year, but actual human resources have not changed so much.
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4.  Labour standards (confinued)
A detailed classification of staff turover rate by gender, age groups, employment type and region set out below:

STAFF TURNOVER RATE BY GENDER

Male

Female

o

20 40 60 80 100 120

® Turnover in total number ™ Turnover rate (%)

STAFF TURNOVER RATE BY AGE GROUPS
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4. Labour standards (continued)

STAFF TURNOVER RATE BY EMPLOYMENT TYPE

~ 0%
~ 0%

m Senior Management m Middle Management m Ceneral staff

STAFF TURNOVER RATE BY REGION IN NUMBERS OF TOTAL TURNOVER

= Headquarters, Beijing m Other region
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5.  Staff welfare
The Group has established a comprehensive welfare system, providing ifs staff with statutory benefits in strict
compliance with the provisions of the Labour Law in the People’s Republic of China, the scope of which covers
provident fund, social insurance, additional commercial insurance, medical insurance, unemployment, matemity
and work injury, efc.

Social insurance

Regarding the various bases of premium of social insurance for staff, Founder Electronics implements and pays the
premium in accordance with the national and local regulations to ensure that staff is guaranteed of statutory social
protection.

Additional commercial insurance

Founder Electronics provides comprehensive medical insurance, personal accident insurance for staff and provides
traffic accident insurance for staff with specific job needs, in order to provide staff with better medical and
accident profection and more caring as well as comprehensive medical benefits.

Other benefits

Founder Electronics provides working lunch allowance of RMB30 per workday for staff, so that staff can enjoy a
rich and nutriious lunch. In addition, the company provides free health check-ups, wedding cash gifts, travelling
expenses of family visits for staff and so on, showing the company's care and attention to staff.

Staff activities
In 2019, Founder Electronics held a number of staff activities, so that staff could feel more belonging to the
Company, and enhance the cohesion of the Company, reflecting the company's care for stoff.

Goddess Festival

On 7 March 2019, Founder Electronics continuously held the "Goddess Festival” [221#£f) which was mainly
opened to all female staff and attracted 300 staff to participate. Founder Electronics tailormade the popular milk
tea on infemnet, on which pasting with funny or warm personalized sfickers for female staff so as fo bring them a
pink and sweet Goddess Festival. In addition, Founder Electronics organized an DIY acfivity, namely “Peppa”
which is internet famous cartoon character, to let everyone hand made their own Goddess Festival gifts affer work.
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5.  Staff welfare (continued)
Staff activities (continued)
Monopoly game on Qixi
In August 2019, while on Qixi Festival of the lunar calendar, Founder Electronics organized a real life Monopoly
game for staff in the lobby of the Company. The employees were divided into different teams to participate in
a number of interactive games so as fo win prizes. Employees could enhance their feelings among others and

enhance their perception of enferprise nature.

Action of rabbit riding on Mid Autumn

In September 2019, in the coming of Mid Autumn Festival, Founder Electronics organized a simple and interesting
gome in form of throwing circles, giving small gifts to employees in the lobby of the Company. Through the
interesting and low difficulty game, so that more employees could participate in it after work and experience the
young corporate culture atmosphere of the Company.
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5.  Staff welfare (continued)
Staff activities (continued)
The Second Joy Games
In October 2019, Founder Electronic organized “The Second Joy Games (5 — [EEUSEEE)E)" for employees in
Beijing, in which through a number of team competfitions such as tug of war, rope jumping, efc. and challenged
individual competitions such as sit ups, flat support, kicking shutilecock, triathlon, efc. so that employees could fully
demonstrate their vitality. In addition, a fun group competition was organized during the games, in which a large
number of young employees were attracted to participate in the games of Fighting against landlords, Werewolves
and King glory. While enriching the sports events, it showed the curiosity of employees about new things, and
through the games, employees felt more belonging to the company.

Other activities

In addition to various types of dynamic activities and games, Founder Electronics held a number of stafic staff
activities. In the “Welcoming Spring Sending Blessing (#8&:X18)" activity, the Company invited staff calligraphers
fo write couplefs and “Fu” characters, and presented them fo the employees of Founder Electronics, so that the
employees could fully experience the unique "new year flavor” given by the Company before the Spring Festival.
In the activity of “New recruitment of club in Spring (FZFELEEHEHT)", the seven existing clubs of the Company,
including badminton club, running club, reading aloud club, photography club, calligraphy club, yoga club and
charity club, recruited new talents, so that employees could fully share their life after work in multiple ways, and

made work efficient and life colorful by exercising their body and mind.

Staff reward
In the aspect of environmental governance, Founder Electronics sets incentive targets for staff's performance

according fo two criferia. One is fo reward the staff who carried out the replacement of plug- in board with a small
commemorative prize. The second is the staff who actively put forward effective suggestions on environmental
improvement fo the department of administration will be rewarded an exquisite gift affer those suggestions being
adopted.
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Il OPERATING PRACTICE

1. Supply chain guidance on environmental and social risks
The Group puts great emphasis on quality of supply chain management and the possible impact on the
environment and society in the supply process, such as how to save transportation process of the supply chain, so
as to reduce the emissions of greenhouse gases and pollutants released from the transportation process. Therefore,
the selection of suppliers will be based on the supply mode, supply content, supply cycle, location of customer,
special policy requirements of manufacturers or users, business terms and other comprehensive conditions. The
Group provides the internal guidance on the selection of the following four categories of suppliers:

Product suppliers

The Group will select longterm cooperative suppliers in priority and choose to deliver the products from
manufacturers fo the customer's location directly according to the customer’s location, the delivery date, the actual
situation of the project and the company’s audit requirements. If there are the requirements on the limitation of the
supplying area by product manufactures or special requirements by users, it will give priority fo the local suppliers,
and deliver the product directly to the customer’s location, insfead of arranging shipment through the Company’s
warehouse, so as to save fransportation and reduce the emission of greenhouse gases and pollutants.

Software products suppliers
The Group will give priority fo the suppliers that can provide virtual authorization with non-physical supply methods
in order fo reduce transportation.

On site implementation and service suppliers
Based on the actual project situation, the Group will priorifise customers’ location when choosing supplying the
resources therein.

Production and processing suppliers

In the early stage of cooperation, the Group will conduct a comprehensive assessment on its business qualification,
and require it to have environmental qualification to proof that the production and processing will not constitute a
negative impact on the environment, otherwise the Group will not cooperate with such suppliers.

2.  Supply chain management
Supplier Introduction Rules
The Group puts great emphasis on business quality, thereby adhering to the principles of fairness, justice and
openness in ferms of selection of suppliers. Therefore, Founder Electronics has formulated the “Supplier Infroduction
Rules (HEfERSI AREN)" to select appropriate suppliers in strict compliance with the rules and regulations.
Any supplier that have not been traded with before need to complete comprehensive assessment on business
qualification and the relevant approval procedures for introduction of supplier before a new transaction.

The procedures for introduction of suppliers

The procedures for infroduction of suppliers are managed by four lines: main supplier, non-main supplier,
outsourcer and raw material supplier, involving controlled by various departments of the Company, including the
product department, procurement department, service center, R&D center and production center, efc. In response
fo the changes in the business environment and needs for business development, the Company exercises caution
in infroducing new suppliers while reviewing the existing structure of supply chain on a regular basis in order to
enhance the ability of supply channels by choosing the best in terms of quality, price and commercial conditions
so that a competitive supplier system is formed.
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2.  Supply chain management (continued)
The procedures for introduction of suppliers (continued)
The Group will arrange on-site visits to the manufacturers regularly in light of its atffention to the testing and
verification on product quality. In addition, a set of stringent standards for selection of suppliers with qualifications is
in place and the specific requirements are as follows:

Basic qualification requirement: Suppliers shall provide respective records of their qualifications, including
the certificate of Unified Social Credit Number, identity card of legal person, basic information and
financial statements of suppliers. If the supplier is a channel provider, it is also required to provide the
qualification document proving that it is duly authorised by the manufacturers;

Focus of Review: Founder Electronics will perform due diligence on basic information of suppliers and
evaluate if their operating condition is excellent from the corporate financial statements to estimate its
performance ability;

Requirements on commercial conditions: Founder Electronics will enter into supplier contfracts/agreements
and non-corruption agreement with the suppliers who satisfy the qualification requirements. The agreements
will specify the ferms upon mutual agreement, such as the payment condition, delivery dafe and after-sale
ferms and will be subject fo approval by the legal, operation, procurement and financial departments;

Qualifications of Environmental Assessment: For suppliers engaging in processing, Founder Electronics
maintains sfrict qualification requirement on the environmental assessment of manufacturers, otherwise such
cooperation will not be considered;

Special requirements: Founder Electronics exercises caution to a certain extent in infroducing new suppliers,
in which the differences of commercial conditions between newly infroduced and the existing suppliers
must be specified. For longterm corporate suppliers, Founder Electronics pays attention to where the
supplier is located, whether the supplier can supply high-quality products in a longferm and stable manner,
and whether continue to offer at relatively reasonable costs; while for project-specific based corporate
suppliers, we pay atfention fo the degree fo which the project is satisfied, such as delivery date, affersales
guarantee of the project, efc..

Founder Electronics will conduct regular assessment on the suppliers existing. If a supplier fails the assessment,
Founder Electronics will terminate the cooperation immediately.

Evaluation mechanism for existing cooperative suppliers

I,

Evaluation cycle

For the suppliers in cooperation, the annual supplier evaluation is carried out. Specifically, a
comprehensive assessment is carried out in the following year for the overall condition of the contract of
the previous year.

Evaluation scope
Suppliers with annual cooperation scale of RMB200,000 and more than 5 times of the annual
cooperation times shall be subject to annual comprehensive evaluation.

Evaluators
According to the type of the supplier and the kind of service business, etc., each supplier shall be
evaluated by at least 2 evaluators. At least one evaluator from non-purchasing department shall be

included.
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2.  Supply chain management (continued)
Evaluation mechanism for existing cooperative suppliers (continued)

4.

Evaluation dimension
According to the different service contents of suppliers, the evaluation dimensions of suppliers include but
are not limited to the aspects of quality, price, service, delivery, business qualification, efc..

Evaluation report
After the evaluation of the suppliers, the evaluation report shall be submitted to the vice president and chief
financial officer of the Company for approval and filing.

Selecting criteria for suppliers that meet environmental protection products and services

1.

Annual Report 2019

In relation fo product solution, according to the requirements of national environmental profection policies
in the field, enterprises meeting environmental protection requirements shall be selected for strategic
cooperation, and relevant products meeting environmental protection requirements shall be used, or
equipped with environmental protection, so as to provide customers with high-quality products in the form
of comprehensive solutions.

Product suppliers in special fields shall provide relevant certification recognized by the field such as
3C certification, quality management system certification, efc. before the first cooperation. If there is no
relevant certification, the approval for new supplier infroduction will not be passed.

For products delivered in short distance, on the premise of ensuring product quality and safety, unnecessary
packaging materials will be reduced so as to reduce procurement costs on the one hand and save
resources on the other hand. The relevant implementation and supervision of this part can be reflected
through the optimization of case’s procurement cost.

For the strategic co-operative suppliers that supplying the liquated products, it will be requested to alter
the quality and specification of the products, under the predominance status and market satisfaction of the
Group. By using the environmental materials which are difficult to damage and increasing the capacity of
specification packing material will be reduced in the mass. In addition, the decreased volume of delivery
can be achieved by further altering the ordering habit of cusfomers, changing the order mode of high-
frequency-low-capacity to low-frequency-appropriate-amount.

Concerning the situation of damaged and hurt to environment during the fransporfation, the Group
will increase the strength of management towards the suppliers. The goods should be insured in
light of appropriate proportion before delivery. If the damaged situation still exists, the procurement
department should inform the business department immediately in order to claim the equal or above-equal
compensation cooperatively fowards the suppliers and alert the attention of suppliers. Furthermore, grade
deducting will be conducted in the suppliers’ annual evaluation by examining from the after-sale defection
record.

For production-oriented suppliers, field inspection shall be carried out before the introduction. The
requirements of the inspecfors include not only the personnel of product technical direction, but also
personnel of procurement. The key points of the inspection shall include: production environment
management, production personnel management, production equipment management, production
efficiency management, efc., and meeting minutes shall be formed according to the investigation process
and results. After the supplier passes the inspection, it will be reflected when the supplier is officially
introduced.

For product services, if there is no need for on=sife solution, remote solutions such as network and felephone
are preferred in order to void waste of human and material resources.
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3.  The source of suppliers
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4.  Product responsibility

Printing development promoted by innovation products

Founder Electronics is always committed to research and development of innovative products, with a view fo
providing customers with leading information processing technology, products, solutions and value-added services
with high efficiency and quality through enhancement in service quality of business and advanced technologies. In
2019, the Company continued fo deepen ifs sfrategic goal of realizing POD service (on-demand publishing) for
PRC's publishing industry, aiming at promoting the current situation of lagging behind in the process of intelligence
and automation in the industry by pouring the resources. A comprehensive solution which is suitable for POD on-
demand printing system has been constructed, specifically including:

. Jieying P5600 digital inkjet production line (ZEEP56002LME & & E4%): an industrial grading
piezoelectric nozzle on demand, the firstto-none paper circuit design, a brand new structure of inkjet
module, an open inferface standards.

o Founder Yunshu Cloud Platform for Books and Periodicals Production (/7 IE EE&FEFIEEEZEFS): build
a digital management platform for book production process, and get through the publishing and printing
chain.

J A new generation of on-demand intelligent production system (FT—RIZFEZEE R): using digital
printing, information and communication technology fo realize the connection between people and things,
fo help enferprises construct flexible, efficient and infelligent work paradigm.

For the press, publishing and printing industries, the promotion of the progress of the industry with technique and
fechnology has always been the company’s diligent pursuit, fireless exploration and development goals. In the
future, Founder Electronics will build a Chinese version of the intelligent and digital on-demand printing factory,
through the Internet cloud service platform to form an integrated information system as a whole with publishers and
distributors.

The Group s in sfrict compliance with the stringent requirements laid down by the national and local regulatory
authorities on customer services and products. Founder Electronics, adhering to the principle of being customer-
orienfed, has developed a stringent system on controlling product quality in addition to the legal requirements,
checking every process in respect of products and services to ensure steady and reliable quality of products, so as
fo provide the best customer service experience.

The main business of the Group is research and development of software, and there is no major production activity
related to hardware, the products thus are not polluted to the environment and do not involve in the environmental
profection issues. During the reporting period, there were no products sold or delivered that need fo be reclaimed
for safety and health reasons and no complaints about products and services sold.

Handling procedures for customer complaints

The Group's handling procedures for customer complaints has the following correspondent management process,
which describe the acceptance of customer complaints, handling of complaints, supervision of the handling
process, confirmation of complaint results and analysis of complaints, efc., so as fo ensure the timely and efficient
handling of complaints.
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4.  Product responsibility (continved)
Handling procedures for customer complaints (continued
Complaints” acceptance and recording
The business support department has set up a complaint hotline, fax and mailbox, where a specially assigned
person (customer service specialist] accepts complaints from customers about the company's products, services,
sales and other aspects. The customer service specialist shall fill in the “complaint acceptance record form” in a
fimely and defailed manner to record the information and handling process of complaints from the beginning of
accepting complaints from customers.

Handling of complaints

Handling of complaints by responsible department

The business support department shall determine the department responsible for handling the complaint and
submit the complaint fo the relevant responsible person. The responsible department includes the relevant business
departments, regions and business departments involved in the leftover problems and complaints. The person in
charge of handling must complete the problem analysis, preliminarily decision plan and notify the customer and
business support department within 2 working days fo ensure that the complaints are handled as soon as possible.
The person in charge of handling shall coordinate the relevant departments fo implement the solutions and timely
inform the business support department of the service center concerning the development. If necessary, the business
support department can participate in coordinating and solving problems.

Tracking the process by Business support depariment

The business support department shall follow up and supervise the handling process, and the frequency of follow-
up shall be determined according fo the solution provided by the person in charge of handling, and coordinate
with the customer if necessary.

The handling results for complaint

When the complaint is solved, the business support department communicates with the cusfomer fo obtain the
customer's approval. The complaint is filed when the handling result is approved by the customer. The business
support department shall coordinate with the person in charge of handling if the handling result is not accepted
by customer. If no agreement is reached by the customer and the person in charge of handling, the director of the
business support department shall give handling opinions according to the investigation, and the general manager
of the service center shall give handling opinions in case of serious problems. If the custfomer does not accept the
final solution or adopt other solving methods such as appeal, arbitration, etc., the business support department
can terminate the coordination and the follow-up of this complaint.

After-complaint

After handling each complaint, the business support department shall sort out the complaint record, summarize
and analyze the complaint, and form a report to the relevant management. The Group’s management process
for handling customer complaints complies with the requirements of ISO9001 quality control system. During the
reporting year, the Group received O complaint.

Protection on intellectval property

The Group has developed an internal patent application process in which the patent review committee of
the technology management department assists in reviewing the writing and the submission of application for
technical patent documents, and employs an external patent agent to assist in patent application, so as to profect
the intellectual property of the Group. In addition, the Group will conduct annual assessment on patents every
year, abandon invalid patents, and carry out patent early warning locally and abroad from time to time fo avoid
infringement and being infringed. The Group also applies for and protects infellectual property in accordance with

the Patent law of the PRC, the Trademark Law of the PRC and the Copyright Law of the PRC.
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4.  Product responsibility (continved)
Verification process for product quality
The Group has developed "Test Regulations [BIE#12)" infemally, with a special team to verify the quality of
software products. The verification process is divided info fest planning, fest implementation, test evaluation and
program error handling post-product release, so as fo make customers get high-quality products.

Profection on customer data

The relevant customer data is sfored and maintained in the enferprise resource planning system (ERP). The Group
sefs the access authority of the corresponding operation module. Unauthorized personnel cannot access and use
the customer dafa, and the aforesaid operation does not involve the export of customer so that the customers are
profected.

5.  Anti-corruption

The Group firmly opposes corruption, favoritism and irregularities. To eliminate corruption and deceit and
uphold the principle of impartiality and integrity, Founder Electronics has formulated a series of standards and
regulations to eliminate such acts in every business. Staff is prohibited from accepting advantages from suppliers,
customers, colleagues and others when performing duties. The Group is also committed o promoting the style of
honesty and justice, sefting up the “management rules for business ethics and infegrity construction (8= &
BOZEREIZAA) in which the specific requirements and management mechanism for infegrity consfruction
have been specified to prevent corruption, and requiring staff to comply with the ethical standards and develop
business adhering to the highest standard of integrity, so as to enhance the overall integrity of the Group. During
the reporting period, there were no legal cases regarding corruption practices brought against the Group or its
employees.

Measures and trainings on Anti-corruption

Enrolled employees of the Group are required to participate in the training of business ethics and incorruptibility
construction according fo the training arrangement for new employees. In daily work, the heads of each
department shall publicize and implement the business ethics and incorruptibility construction requirements of their
own employees or in the business scope under their administration. The legal department will also carry out the
corresponding fraining of business ethics and incorruptibility construction from time fo time every year.

Reporting mechanism

The Group encourages employees fo report the possible corruption of the company. Employees and departments
of the Group both have the right and obligation to report the violations concerning such behaviours. Employees
can directly report the complaint with materials to the working team of risk management.

The working team of risk management is the administrator for business ethics and incorruptibility construction.
Employees can directly report the complaint with materials to the working team of risk management. The working
feam accepts complaints of corruption, conducts independent investigation on corruption, and gives handling
opinions on the investigation results.
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SOCIAL WELFARE

The Company is always committed to serving and contributing to the society by proactively participating in various public
services. As a leading enterprise in the modem printing and media technology in China, Founder Electronics has made
strenuous efforts in understanding the needs of society, sharing the results of technological innovation and research and
development of the Company with the society. It also enhanced the cultural development of the society by organising
activities involving social education, cultural diffusion and internet, so as fo promote social civilisation.

Inclusive education

In the field of education, Founder Electronics helps “Inclusive Education and Educational Equity” (EHBHBEFMHE R
*F). Under the guidance and support of the Depariment of language and Text Information Management of the Ministry
of Education (B EBFEE X F1a 2B HE 7)) and the National Centre for Educational Technology (R R B E £5),
Founder Electronics has confinuously carried out the Project of Ink Rhyme Wisdom and Calligraphy entered into campus (£&
BEZeE AHERED IIBE) (hereinafter referred to as “Ink Rhyme Wisdom Project”) (ZB#EEZEIHH), though utilizing

the technical achievements of “Artificial Wisdom + Calligraphy Teaching” (AT Z+&/A3Z), Founder calligraphy
provided calligraphy education support fo thousands of schools in underdeveloped areas of the country, thus promoted
regional overall establishment and opening of calligraphy courses, and solved the practical problems such as the shortage

of "Professional Calligraphy” teachers in current calligraphy education.

In 2019, Ink Rhyme Wisdom Project has successively entered more than thousands of schools in Yunnan, Anhui, Fujion,
Hubei, Ningxia and other places fo provide cloud services of calligraphy teaching and fraining support for calligraphy
teacher, benefiting hundreds thousands of teachers and students, enabling every child to write Chinese characters well,
helping “Inclusive Education and Education Equity”, and also helping the inheritance and development of Chinese
excellent culture.

The launching ceremony of “Project of Ink Rhyme Wisdom and Calligraphy entered into campus” at Yunnan Province
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The manuscript of Xingbao

]
—
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Font Charity Project

Founder Electronics supported the public welfare
project for Aufism known as “lanshubao (£ B
£8)" sponsored by China Soong Ching ling
Foundation, Peking University Health Science
Center and China Disabled Persons Federation.
Based on the writing works by autistic children
[(XingbaoZ E 1) from Beijing Medical Brain
Health Children’s Development Centre, with
the technical support of Founder Electronics
and Founder Handwriting, it has produced
the first font exclusive to autistic children —
“Founder ® No Lloneliness Font (77 IE ® TN
F888)". Founder Electronics will donate all the
revenue from "Founder ® No loneliness Font” to
the “lanshubao”, the public welfare project for
Autism of China Soong Ching ling Foundation

to help the recovery for autistic children.

Wang Wen, Deputy Design Director of font business department, communicates Chinese characters with Xingbao
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Cultural contribution

In the field of culture, Founder Electronics
actively promotes the integration of calligraphy
art, information fechnology and application for
Chinese character, and innovatively promotes
the inheritance and development of Chinese
character culture. In the project of "Exquisite
Chinese Font Library Project (R EE R T E
T#2)" which is supported by the Project of
"Heritage and Development of Excellent Chinese
Tradition and Culture (R EE & 55 & 5t XX {F
R T F2)", Founder Electronics is responsible
for the development of font library for the

masterpieces of classical calligraphers under
the guidance of the China Federation of Literary and Art Circles and the State Llanguage Commission, and the Chinese
Calligrapher Association is responsible for the selection and quality auditing of the developed fonts. In August 2019, as
one of the organizers, Founder held an exhibition lasting for one-month theming as the “Chinese Culture in Calligraphy
— Exquisite Chinese Font Library Project Exhibition (F&E A2 — RERFRTETEKRE)" in the National Museum of
China. The first bafch of achievements of the Chinese Exquisite Font Library Project was displayed to the public, with a
total of 12 types of font libraries. During the exhibition period, more than 300,000 visitors were aftracted to visit the
exhibition, which also affracted the attention and discussion of many netfizens online. Through the innovative combination
of calligraphy classics and computer fonts, calligraphy will bloom a new charm in the information era, and promote the
spread of Chinese culture.

-
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V. AN OVERVIEW OF SUSTAINABLE DEVELOPMENT

Pursuant to the Appendix 27 of Listing Rules, the Company has complied the relevant laws and regulations of

Environmental, Social and Governance Indicator as follows:

Environmental, Social and
Governance Aspect

A Environmental

B1 Employment

B2 Health and Safety

B4 Labour Standard

B5 Supply Chain Management

B Product Responsibility

B/ Anti-corruption

Compliance with National Laws and Regulations Internal Policies

Law of the PRC on the Prevention and Control of
Environmental Pollution by Solid VWastes
Law of the PRC on the Environmental Protection

Labour Law of the PRC
Labour Contract Law of the PRC
Social Insurance Law of the PRC

Prohibition of Child Labour Provisions

Labour Law of the PRC
Work Safety Law of the PRC

Labour Law of the PRC
Labour Contract Law of the PRC
Law on the Protection of Minors of the PRC

Prohibition of Child Labour Provisions

Patent Law of the PRC
Copyright Law of the PRC
Trademark Law of the PRC

Criminal Law of the PRC
Compoany Law of the PRC
Anti-Money Laundering Law of the PRC

CONCLUSION AND PROSPECT

Founder Electronics will continuously invest the resources on research and development and actively promote the infegration

Management
Rules for Attendance

and Holiday

The safety management rules
of Beijing Founder
Electronics Co., Ltd.

The comprehensive emergency
plan for safety accidents of
Beijing Founder
Electronics Co., Ltd.

Management

Rules for Attendance

and Holiday

Supplier Infroduction
Rules

Testing Regulation

among technology, education and culture. During the development process of Font Library in computer and the artificial
intelligence products on calligraphy education, Founder Electronics has invested professional human resources including font
designers and engineers of research and development, and has continued to cultivate and train relevant professionals. At the
same fime, in the process of promoting the inheritance and development of Chinese character culture, Founder Electronics is
actively mobilizing communication resources, giving full play fo the advantages of media communication, and helping to enhance
the affention and influence of Chinese character culture in the public.
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EXECUTIVE DIRECTORS

Mr Cheung Shuen Lung, aged 63, is an executive director and chairman of the Company since December 2016. He is also
the executive director and chairman of Peking University Resources (Holdings) Company Limited ("PKU Resources”) (stock code:
00618), a company listed on the main board of The Stock Exchange of Hong Kong Limited ("Main Board”). Peking University
Founder Group Company Llimited* (3t X757 IEEEBRAF]) ("Peking Founder”) is the substantial shareholder of the Company
and PKU Resources. He is the director of Peking Founder and is one of the founders of Peking Founder. He is also a director of
a number of subsidiaries of the Company. He is a research fellow of the Enterprise Research Institute at Peking University and is
an MBA alumni trainer of Peking University Guanghua School of Management. Mr Cheung is famed for his prestige and has
exfensive experience in the information technology industry in the People’s Republic of China (the “PRC”).

Mr Shao Xing, aged 55, is the president and executive director of the Company since July 2016. He joined the Group in April
2016 and has extensive experience in the operation of software development and system integration business. He is the director
of a number of subsidiaries of the Company. He is the vice president of Peking University Founder Information Industry Group
Co., ltd.* ["PKU Founder Information”) (1t X757 IE15 B EFSEBRRAF]), the subsidiary of Peking Founder and substantial
shareholder of the Company. He received his bachelor's degree in electrical engineering industrial automation and master
degree in biomedical engineering and instrument at Zhejiang University in the PRC. He is also a senior engineer in the PRC. He is
responsible for longterm strategic development of the Group.

Professor Xiao Jian Guo, aged 63, is an executive direcior of the Company since April 2019. He was an executive director
of the Company from May 2001 to December 2016 and was re-designated from Deputy Chairman of the Company to the
Chairman of the Company on 1 March 2016. He is also the direcfor of Peking Founder and PKU Founder Information. He is
a director of associated companies of Peking Founder and a director of a subsidiary of the Company. He is a professor and
a supervisor of PhD students of the Peking University. He graduated from the Department of Computer Science at the College
of Dalian Ocean Communication with a bachelor's degree in 1982 and obtained a master's degree in Computer Science af
Peking University.

Ms Zuo Jin, aged 46, is an executive director of the Company since March 2014 and the director, vice president, acfing
chief executive officer and chief financial officer of PKU Founder Information. She is the director of Founder Technology Group
Corporation (“Founder Technology”) (77 IERHE SR EIAR 5 BBR A A) (stock code: 600601), a company in which 11.65% of
equity interest is held by PKU Founder Information, and listed on the Shanghai Stock Exchange. She is the director of associated
companies of Peking Founder and a subsidiary of the Company. Ms Zuo received her bachelor's degree in Economics at
University of International Business and Economics in the PRC and is a Certified Public Accountant in the PRC. Prior fo joining
Peking Founder in 2003, she was a manager of an international firm of Certified Public Accountants. Ms Zuo has extensive
knowledge and experience in financial management.

Mr Hu Bin, aged 41, is an executive director of the Company since December 2016. He is the general manager of assets
management department of Peking Founder. He is a director of (i) China Hi-Tech Group Co., ltd. (“China Hi-Tech”) (R B & &5
BB PR A F]) (stock code: 600730), a company in which 20.03% of equity interest is held by Peking Founder; (i) Founder
Securities Co., lid. ("Founder Securities”) (77 IEFEHAR M AR AR]) (stock code: 601901), a company in which 27.75% of
equity interest is held by Peking Founder; and [iii) Founder Technology. The shares of China Hi-Tech, Founder Securities and
Founder Technology are listed on the Shanghai Stock Exchange. He is also a director of associated companies of Peking Founder
and a subsidiary of the Company. Mr Hu received his bachelor’s degree in accounting at Beijing University of Technology in the
PRC. He is a Certified Public Accountant in the PRC, member of the Association of Chartered Certified Accountants in the United
Kingdom and CFA charterholder. Prior to joining Peking Founder in 2016, he was a senior manager of an infernational firm of
Certified Public Accountants. Mr Hu has extensive knowledge and experience in financial management.

*

For identification purpose only
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Ms Liao Hang, aged 41, is an executive director of the Company since December 2016. She is the general manager of legal
department of Peking Founder. She is the executive director of PKU Resources and the director of Founder Securities. She is the
direcfor of associated companies of Peking Founder and a subsidiary of the Company. Ms Lico received her bachelor's degree
in trading economy and economic law and master degree in economic law at Minzu University of China in the PRC. She
obtained legal professional qualification certificate in the PRC and has extensive experience in legal professional experience.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr Chan Chung Kik, Lewis, aged 47, is an independent non-executive director of the Company since March 2017. He is the
chief financial officer and joint company secrefary of Denox Environmental & Technology Holdings Limited (stock code: 1452),
a company listed on Main Board. He served as an independent non-executive director of Shandong Xinhua Pharmaceutical
Company Limited (ILFRFTEERLLERHBRAF), o company listed on the Main Board (stock code: 719) and the Shenzhen
Stock Exchange [stock code: 000756) from May 2014 1o June 2018. Mr Chan also serves as the independent non-executive
director of (i) HongGuang lighting Holdings Company Llimited, a company which was previously listed on the GEM (stock code:
8343) in December 2016 and was subsequently transferred to the Main Board (stock code: 6908) in November 2019, since
December 2016; (i) PKU Resources, since March 2017; [iii) Wing Chi Holdings Limited (stock code: 6080), a company listed
on the Main Board, since September 2017; and |(iv) Eternity Technology Holdings Limited (stock code: 1725), a company listed
on the Main Board, since July 2018. Mr Chan obtained a bachelor degree of commerce in accounting from the University of
Canberra in Australia in September 1997. He is currently a fellow of the Hong Kong Institute of Certified Public Accountants
("HKICPA”") and a member of CPA Australia. He has extensive experience in auditing, accounting and corporate finance.

Mr Lau Ka Wing, aged 36, is an independent non-executive director of the Company since April 2020. He is the sole proprietor
of lau Ka Wing Certified Public Accountant since March 2015, and a practicing director of BNA CPA Limited since August
2019. Mr Lau is an independent non-executive director of (ij Green Energy Group Limited (stock code: 979), a company listed
on Main Board, since February 2020; and (i) PKU Resources, since April 2020. Mr Lau joined HLB Hodgson Impey Cheng
Limited in February 2006 and left as @ manager in October 2014. Mr Lau obtained a Bachelor of Arts (Honours) in Accountancy
and a Master of Corporate Governance from The Hong Kong Polytechnic University in 2005 and 2016, respectively. He is
currently a fellow member of the HKICPA, an associate of the Hong Kong Institute of Chartered Secretaries and an associate of
the Institute of Chartered Secretaries and Administrators. Mr Lau is experienced in the accounting and audit fields.

Mr Lai Nga Ming, Edmund, aged 36, is an independent non-executive director of the Company since April 2020. He is the
company secretary of luxxu Group limited (stock code: 1327), a company listed on Main Board. He is an independent non-
executive director of PKU Resources since April 2020. Mr Lai received a Bachelor of Arts (Honours) in Accountancy from The
Hong Kong Polytechnic University and is a member of HKICPA. He has accumulated extensive experience in auditing and
accounting b\/ working in various international firms of Certified Public Accountants, listed and multinational companies in Hong
Kong such as Grant Thornfon Hong Kong, BDO Hong Kong and SDM Group Holdings Limited (stock code: 8363, a company
listed on the GEM).

Annual Report 2019 FOUNDER HOLDINGS LIMITED 47




REPORT OF THE DIRECTORS

The directors present their report and the audited financial statements for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the principal activities of the principal subsidiaries are set
out in nofe 1 to the financial statements. There were no significant changes in the nature of the Group's principal activities during
the year.

RESULTS AND DIVIDENDS

The Group's loss for the year ended 31 December 2019 and the Group's financial position at that date are set out in the
financial statements on pages 60 to 145.

The directors do not recommend the payment of any dividend in respect of the year.

BUSINESS REVIEW

A review of the business of the Group during the year and a discussion on the Group's future business development, possible
risks and uncertainties that the Group may be facing are sef out in the section headed "Management Discussion and Analysis” on
pages 4 to 9 of the annual report.

The financial risk management objectives and policies of the Group are sef out in note 38 to the financial statements.

An analysis of the Group's performance during the year using financial key performance indicators is set out in the secfions
headed “Management Discussion and Analysis” on pages 4 fo @ and “Financial Highlights” on page 3 of the annual report.

Discussion on the Group's environment policies, relationships with its employees, customers, suppliers and other key stakeholders
and compliance with relevant laws and regulations which have a significant impact on the Group are sef out in the section
headed “Environmental, Social and Governance Report” on pages 20 to 45 of the annual report.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and non-controlling interests of the Group for the last five financial years, as
extracted from the audited financial statements, is set out on page 148. This summary does not form part of the audited financia
statements.

SHARE CAPITAL

There were no movements in the Company’s share capital during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s byelaws or the laws of Bermuda which would oblige the
Company to offer new shares on a pro rata basis o existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company's listed securities during the
year.
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MANAGEMENT CONTRACT

No confracts in respect of the management or administration of the whole or any subsfantial part of the business of the Company
were enfered into or subsisted during the year.

DISTRIBUTABLE RESERVES

At 31 December 2019, the Company's reserves available for distribution amounted to approximately HK$177,027,000. In
addition, the Company's share premium account, in the amount of approximately HK$53,597,000, may be distributed in the
form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest customers accounted for less than 30% of the fofal sales for the year.
Purchases from the Group's five largest suppliers accounted for less than 30% of the total purchase for the year.

None of the direcfors of the Company or any of their associates or any shareholders of the Company (which, to the best
knowledge of the directors, own more than 5% of the Company's issued share capital) had any beneficial interests in the Group's
five largest suppliers and customers.

DIRECTORS

The directors of the Company during the year were:

Executive directors:

Mr Cheung Shuen lung

Mr Shao Xing

Professor Xiao Jian Guo (appointed on 4 April 2019)
Mr Cui Yun Tao (resigned on 4 April 2019)

Ms Zuo Jin

Mr Hu Bin

Ms Liao Hang

Independent non-executive directors:
Mr Li Fat Chung

Ms Wong Lam Kit Yee

Mr Chan Chung Kik, Lewis

In accordance with the byelaws of the Company, Mr Shao Xing, Ms lico Hang and Ms Zuo Jin will refire and, being eligible,
offer themselves for re-election at the forthcoming annual general meeting.

The Company has received annual confirmations of independence from each of its independent non-executive directors, and as
af the date of this report sfill considers them to be independent.
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DIRECTORS” AND SENIOR MANAGEMENT'S BIOGRAPHIES

Biographical details of the directors of the Company and the senior management of the Group are set out on pages 46 to 47 of
the annual report.

DIRECTORS" SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual general meeting has a service agreement with the Company which is
not determinable by the Company within one year without payment of compensation, other than statutory compensation.

DIRECTORS" EMOLUMENTS

The emoluments of the directors of the Company are defermined by reference to the market rates, commitments, contribution and
their duties and responsibilities within the Group.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the directors is currently in force and was in force throughout the financial year.
The Company has taken out and maintained appropriate insurance cover in respect of potential legal actions against its directors
and officers.

DIRECTORS" INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR CONTRACTS

No direcfor nor a connected entity of a director had a material interest, either directly or indirectly, in any fransactions,
arrangements or confracts of significance fo the business of the Group to which the Company, or any of the Company’s
subsidiaries or fellow subsidiaries was a party during the year.

DIRECTORS" INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURE

At 31 December 2019, the inferests and short positions of the directors in the share capifal, underlying shares and debenture of
the Company or ifs associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (the “"SFO”)),
as recorded in the register required fo be kept by the Company pursuant fo section 352 of the SFO, or as otherwise nofified to
the Company and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”), were as follows:

Long positions in ordinary shares of the Company:

Percentage of

Number of ordinary the Company’s

Name of director Capacity and nature of interest shares held  issued share capital
Mr Shao Xing Directly beneficially owned 10,553,556 0.87

Save as disclosed above, as at 31 December 2019, none of the directors had registered an inferest or short position in the
shares or underlying shares of the Company or any of ifs associated corporations that was required fo be recorded pursuant to
section 352 of the SFO, or as otherwise notified fo the Company and the Stock Exchange pursuant fo the Model Code.
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DIRECTORS INTERESTS IN COMPETING BUSINESS

During the year ended 31 December 2019, none of the directors of the Company had any inferest in a business [other than
those businesses where the Directors of the Company were appointed as directors to represent the interests of the Company
and/or any member of the Group) which is considered to compete or is likely to compete, either directly or indirectly, with the
businesses of the Group.

SUBSTANTIAL SHAREHOLDERS" AND OTHER PERSONS" INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

At 31 December 2019, so far it is known fo the directors of the Company, the following interests of 5% or more of the issued
share capital of the Company were recorded in the register of inferests required to be kept by the Company pursuant to section

336 of the SFO:

Long positions:

Percentage of
Number of  the Company’s

Capacity and ordinary issued share

Name Notes nature of interest shares held capital
I REELEBRAFA ] Through a controlled 367,179,610 30.60
(Peking University Asset Management corporation

Company Limited*)
tARFEEEBER AR 2 Through a controlled 367,179,610 30.60
(Peking University Founder Group corporation

Company Llimited*) ("Peking Founder”)
EARFEEEEXSEGR AT Directly beneficially 367,179,610 30.60
[Peking University Founder Information owned

Industry Group Co., Lid.*)
("PKU Founder Information”)

Notes:

1. Peking University Asset Management Company Limited* was deemed fo be inferested in the 367,179,610 shares under the SFO by virtue of ifs
inferest in Peking Founder.

2. Peking Founder was deemed fo be interested in the 367,179,610 shares under the SFO by virtue of its interest in PKU Founder Information.

Save as disclosed above, so far it is known fo the directors of the Company, as at 31 December 2019, no person had
registered an interest or short position in the shares or underlying shares of the Company that was required fo be recorded
pursuant fo section 336 of the SFO.

* For identification purpose only
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CONTINUING CONNECTED TRANSACTIONS

During the year, the Company and the Group had the following contfinuing connected transactions, certain details of which are

disclosed in compliance with the requirements of Chapter 14A of the Listing Rules.

(a)

(b)

(c)

52

On 28 December 2017, Beijing Founder Electronics Co., lid. ("Founder Electronics”), bR 77 IEENEEIERIT AR A
A [Beijing Founder EasiPrint Digital Technology Co., ltd.*) ("Founder EasiPrint") and 3t 75 IEEKF EN I B BR A 7]
(Beijing Founder Digital Printing Technology Co., lid.*) {"Founder Digital Printing”) renewed the lease agreements and
management agreements with the subsidiary of Peking Founder fo lease the premises in Beijing from 1 January 2018 to
31 December 2019, each vear for the rental of RMB8,931,000 and management fees of RMB4,620,000 (equivalent
to approximately HK$ 10,557,000 and HK$5,460,000), respectively, for the year of 2018 and 2019. Further details

of the transaction were set out in the announcement of the Company dated 28 December 2017.

During the year, rental and management fees of approximately HK$ 15,365,000 (2018: HK$16,067,000) were paid
by Founder Electronics, Founder EasiPrint and Founder Digital Printing to the subsidiary of Peking Founder. The directors
consider that the rental and management fees were paid in accordance with the ferms of the lease agreement.

On 3 November 2017, the Company and Peking Founder entered info a master purchase agreement (2017 Master
Purchase Agreement”) for the purchase of information products and research and development services from Peking
Founder and its subsidiaries (collectively “Peking Founder Group”) for the period from 1 January 2018 to 31 December
2020.

During the year, products and services of approximately HK$2,402,000 (2018: HK$1,666,000) were purchased from
Peking Founder Group. The directors consider that the purchases of products and services were made in accordance with
the master agreements.

As the existing annual cap for 2020 sef out in the 2017 Master Purchase Agreement might not be sufficient, on 30
October 2019, the Company and Peking Founder entered info a new masfer purchase agreement with term of three
years for the period from 1 January 2020 to 31 December 2022 to replace the existing annual cap for 2020, and set
up annual caps for 2021 and 2022. The 2017 Master Purchase Agreement terminated on 31 December 2019. Further

details of the transaction were set out in the announcement of the Company dated 30 October 2019.

On 16 June 2016, the Company entered into a master agreement with Peking Founder for the sales of information
products, hardware and software development services and system infegration services fo Peking Founder Group for the

period from 20 July 2016 to 31 December 2018.

On 25 October 2018, the Company and Peking Founder entered info a master sales agreement o extend the term
for the period from 1 January 2019 to 31 December 2021. Further details of the transaction were set out in the
announcement of the Company dated 25 October 2018.

During the year, sales of information products, hardware and software development services and sysfem integration
services of approximately HK$7,205,000 (2018: HK$9,330,000) were made to Peking Founder Group. The directors

consider that the sales of information products and system integration services were made in accordance with the master
agreement.

For identification purpose only
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(d) On 25 October 2016, the Company renewed an entrusted loan master agreement with Peking Founder, pursuant to
which the Group would provide short term loans through a financial institution to Peking Founder Group for the three
years ending 31 December 2019. Such loans are unsecured and interestbearing af the prevailing benchmark Renminbi
lending rate for a loan period of six months offered by the PBOC plus 15%. Further details of the fransaction were set out
in the announcement of the Company dated 25 October 2016.

On 30 October 2019, the Company renewed an entrusted loan master agreement with Peking Founder, pursuant to
which the Group would provide short ferm loans through a financial institution to Peking Founder Group for the three years
ending 31 December 2022. Such loans will be unsecured and interestbearing at the prevailing benchmark Renminbi
lending rate for a loan period of six months offered by the PBOC plus 15%. Further details of the fransaction were set out
in the announcement of the Company dated 30 October 2019.

For the year ended 31 December 2018, entrusted loans in the amounts of RMB370,000,000 (equivalent to
approximately HK$420,320,000) and RMB370,000,000 (equivalent to approximately HK$420,320,000) were
provided to PKU Founder Information and Peking Founder, respectively. The entrusted loans are unsecured and bear
interest af rate of 7.0% per annum. The entrusted loans lent to PKU Founder Information were seftled by 19 October
2018 as to the amount of RMB370,000,000 (equivalent to approximately HK$420,320,000). The entrusted loans
lent to Peking Founder of RMB370,000,000 (equivalent to approximately HK$420,320,000) and the related interest
receivables of RMB830,000 (equivalent to approximately HK$943,000) remained undue and were included in
prepayments, deposits and other receivables as at 31 December 2018. Subsequent to the end of the reporting period,
the entrusted loans lent to Peking Founder of RMB370,000,000 (equivalent to approximately HK$420,320,000) and
inferest receivables of RMB830,000 (equivalent to approximately HK$943,000) were settled by Peking Founder.

For the year ended 31 December 2019, enfrusted loans in the amount of RMB370,000,000 [equivalent to approximately
HK$412,180,000] and RMB7,000,000 (equivalent to approximately HK$7,798,000) were provided to Peking
Founder and Peking Founder Handwriting Digital Technology Co., lid.* ("Founder Handwriting”), a subsidiary of Peking
Founder, respectively. The entrusted loans are unsecured and bear inferest at rates ranging from 7.0% to 8.0% per annum.
The entrusted loans lent to Peking Founder were sefiled on 25 September 2019 as to the amount of RMB370,000,000
[equivalent to approximately HK$412,180,000). The entrusted loan lent to Founder Handwriting were settled on 5 August
2019 as to the amount of RMB3,000,000 (equivalent to approximately HK$3,342,000), 7 November 2019 as fo the
amount of RMB2,000,000 (equivalent to approximately HK$2,228,000) and @ December 2019 as to the amount of
RMB2,000,000 (equivalent to approximately HK$2,228,000). Subsequent to the seflement, the enfrusted loans in amount
of RMB370,000,000 and RMB7,000,000 were lent to Peking Founder and Founder Handwriting. As at 31 December
2019, the entrusted loans in the aggregate amount of RMB377,000,000 (equivalent to approximately HK$419,978,000)
and the related interest receivable of RMB5,605,000 (equivalent to approximately HK$6,244,000) were included in
prepayments, deposits and other receivables as at 31 December 2019,

* For identification purpose only
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After considering the operating and financial position of Peking Founder and Founder Handwriting, provision for
impairment in the aggregate amount of RMB382,605,000 (equivalent to approximately HK$426,222,000) was made

by the Company, please refer to note 21 to the financial statements for more details.

During the year, interest income earned by the Group from Peking Founder and Founder Handwriting amounting fo
HK$26,253,000 (2018: from Peking Founder amounted to HK$25,138,000). The direcfors consider that the provision
of entrusted loans and the receipt of inferest income from Peking Founder and Founder Handwriting were made in
accordance with the enfrusted loan master agreement.

The independent non-executive directors of the Company have reviewed the continuing connected fransactions as set out above
and have confirmed that these continuing connected fransactions were entered into (i) in the ordinary and usual course of business
of the Group; (i) on normal commercial ferms or, if there are not sufficient comparable fransactions to judge whether they are on
normal commercial terms, on terms no less favourable to the Group than terms available fo or from (as appropriate) independent
third parties; and (i) in accordance with the relevant agreements goveming them on terms that are fair and reasonable and in
the interests of the shareholders of the Company as a whole.

Ermst & Young, the Company’s auditors, were engaged to report on the Group's confinuing connected transactions in accordance
with Hong Kong Standard on Assurance Engagements 3000 Assurance Engagements Other Than Audits or Reviews of Historical
Financial Information and with reference to Practice Note 740 Auditor’s letter on Continuing Connected Transactions under
the Hong Kong listing Rules issued by the Hong Kong Institute of Cerfified Public Accountants. Ernst & Young have issued their
unqualified letter containing their findings and conclusions in respect of the continuing connected transactions disclosed above by
the Group in accordance with Rule 14A.56 of the Listing Rules. A copy of the auditors’ letter has been provided by the Company
fo the Stock Exchange.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the directors, af least 25% of the
Company's fofal number of issued shares were held by the public as af the date of this report.

AUDITORS

Ernst & Young will refire and a resolution for their reappointment as auditors of the Company will be proposed at the forthcoming
annual general meetfing. The Company has not changed its auditor in the preceding three years.

ON BEHALF OF THE BOARD

Cheung Shuen Lung
Chairman

Hong Kong
30 March 2020
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INDEPENDENT AUDITOR’S REPORT

Ernst & Young KB TR BT Tel E5E: +852 2846 9888
22/F, CITIC Tower BBPIRAEEH Fox {E: +852 2868 4432
1 Tim Mei Avenue PIERE2218 ey.com

Central, Hong Kong

To the shareholders of Founder Holdings Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Founder Holdings Limited (the “Company”) and its subsidiaries (the
"Group”) set out on pages 60 to 145, which comprise the consolidated statement of financial position as at 31 December
2019, and the consolidated statement of profit or loss, the consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a frue and fair view of the consolidated financial position of the Group
as at 31 December 2019, and of its consolidated financial performance and its consolidated cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards ["HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants ["HKICPA") and have been properly prepared in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

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 Eihics for
Professional Accountants (the “Code”), and we have fulfilled our other ethical responsibiliies in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

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

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

Valuation of land and buildings and investment properties

The Group measures its land and buildings and investment
properties at fair value. As at 31 December 2019, the
carrying amounts of these assets were HK$298,216,000 and
HK$ 146,184,000, respectively, which in aggregate represented
29% of the Group's fofal assefs. The fair value measurement of
these properties is subjective and requires management to make
significant estimates. To assist with their defermination of the
fair value, management engaged external property valuation
appraisers to perform the valuations. The valuations are based on
various assumptions, such as estimated renfal revenues, discount
rates, market knowledge and historical fransactions.

Relevant disclosures are included in Note 2.4 "Summary of
Significant Accounting Policies”, Note 3 "Significant Accounting
Judgements and Estimates”, Note 12 “Property, Plant and
Equipment” and Note 13 “Investment Properties” to the
consolidated financial statements.

Impairment of trade receivables

As at 31 December 2019, the carrying amounts of
trade receivables before provision for impairment were
HK$200,939,000, which were included in the amounts of frade
and bills receivables. The Group recognises impairment provision
based on the expected credit loss ("ECL") approach under HKFRS
9 Financial Instruments. The measurement of ECls requires the
application of significant judgement and estimates, such as the
expected future cash flows and forward-looking factors specific to
the debtors and the economic environment. As at 31 December
2019, the impairment provision recorded for trade receivables

was HK$40,648,000.

Relevant disclosures are included in Note 2.4 "Summary of
Significant Accounting Policies”, Note 3 “Significant Accounting
Judgements and Estimates” and Note 19 “Trade and Bills
Receivables” to the consolidated financial statements.
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How our audit addressed the key audit matter

Our audit procedures included the evaluation of the quality,
objectivity, independence and expertise of the external
property valuation appraisers, and the selected property-
related information (such as, location, age, area, and rental
income, etc.) used for the valuation. In addition, we assessed
the underlying assumptions through comparison with available
external data. We also involved our internal valuation
specidlists to assist us in assessing the valuation model and the
parameters used.

We also focused on the adequacy of the disclosures of the
valuation of the land and buildings and investment properties

in the financial statements.

Our audit procedures included the assessment of the design,
implementation and operating effectiveness of key internal
controls which govern credit control, debt collection and
estimate of ECls.

We assessed the reasonableness of ECL determined by
management by examining the information used to form such
judgement and estimates, including the historical default
information, and the historical loss rates as adjusted for current
economic conditions and forwardHooking information.

We evaluated the reasonableness of the provision for
impairment of frade receivables by reference to the Group's

subsequent collection.

We also reviewed the adequacy of the disclosures of
impairment of trade receivables in the financial statements.
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Key audit matter

How our audit addressed the key audit matter

Stage of completion of software development and system integration contracts

The Group derives a significant portion of its revenue from
the provision of software development and system integration
services, which is recognised over time based on the stage of
completion of the contfracts. The defermination of the revenue
recognised over time involves the use of significant management
judgement and estimates, including estimates of the progress
towards complefion and the remaining costs to completion of the
contracts.

Relevant disclosures are included in Note 2.4 “Summary of
Significant Accounting Policies”, Note 3 “Significant Accounting
Judgements and Estimates” and Note 5 “Revenue, Other Income
and Gains” fo the consolidated financial statements.

Impairment of loan receivables

As at 31 December 2019, the carrying amounts of
loan receivables before provision for impairment was
HK$428,450,000, which were included in the amounts of
prepayments, other receivables and other assets. The Group
recognises impairment provision based on the expected credit
loss ("ECL") approach under HKFRS @ Financial Instruments.
The measurement of ECls requires the application of significant
judgement and estimates, such as the expected future cash
flows and forward-looking factors specific to the debtors and the
economic environment. As at 31 December 2019, the provision
for impairment of loan receivables was HK$428,450,000.

Relevant disclosures are included in Note 2.4 "Summary of
Significant Accounting Policies”, Note 3 “Significant Accounting
Judgements and Estimates” and Note 21 “Prepayments, Other
Receivables and Other Assets” to the consolidated financial

statements.
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Our audit procedures included the evaluation of internal
confrols relafing fo revenue recognition [such as, defermination
of total budgets, the percentage of completion and the
timing of revenue recognition). In addition, we evaluated the
assumptions and estimates used by management in relation
fo the revenue recognition through inquiry, reviewing material
confracts and assessing the progress fowards completion.

We also focused on the adequacy of the disclosures of stage
of completion of software development and system infegration
contracts in the financial statements.

Our audit procedures included the assessment of the design,
implementation and operating effectiveness of key internal
controls which govern credit control, debt collection and
estimate of ECls.

We assessed the reasonableness of the provision for
impairment by examining the information used by management
in forming such judgement and estimates, including the
confracts and correspondence with the debtors, the available
financial information of the debtors, progress of subsequent
collection , etc.

We also focused on the adequacy of the disclosures of
impairment of loan receivables in the financial statements.
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OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

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

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The direcfors of the Company are assisted by the Audit Committee in discharging their responsibilities for overseeing the Group's
financial reporting process.

AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLDATED FINANCIAL
STATEMENTS

Our obijectives are to obtfain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due fo fraud or error, and to issue an auditor’s report that includes our opinion. Qur report is made
solely fo you, as a body, in accordance with section 90 of the Bermuda Companies Act 1981, and for no other purpose. We
do not assume responsibility fowards 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 defect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

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

° 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 fo those risks, and obtain audit evidence that is sufficient and
appropriate fo provide a basis for our opinion. The risk of not defecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, infentional omissions, misrepresentations,
or the override of internal control.
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o Obtain an undersfanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumsfances, 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.

o 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 concem. 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 fo cease fo 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 fransactions 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 fo express an opinion on the consolidated financial statements. VWe are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in infernal control that we identify during our audit.

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

From the matters communicated with the Audit Committee, we defermine those matters that were of most significance in the audit
of the consolidated financial stafements of the current period and are therefore the key audit matters. VWe describe these matters in
our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in exiremely rare circumstances,
we defermine 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 pariner on the audit resulting in this independent audifor’s report is Wong Man Kit.

Ernst & Young
Certified Public Accountants
Hong Kong

30 March 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

YEAR ENDED 31 DECEMBER 2019

2018
NOTES HK$'000

REVENUE 5 1,058,857
Cost of sales (542,733)
Gross profit 516,124
Other income and gains 5 105,668
Selling and distribution expenses (246,8006)
Administrative expenses (97,383
Other expenses, net (181,035)
Finance costs 7 (7,882)
Share of profits/(losses) of associates (209)
(LOSS)/PROFIT BEFORE TAX 6 88,477
Income tax 10 (Q606)
(LOSS)/PROFIT FOR THE YEAR 87,511
Attributable to:

Owners of the parent 87,336

Non-controlling inferests 175

87,511

(LOSS)/EARNINGS PER SHARE ATTRIBUTABLE

TO ORDINARY EQUITY HOLDERS OF THE PARENT

Basic and diluted 11 HK7 .3 cents

60 FOUNDER HOLDINGS LIMITED Annual Report 2019




CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

YEAR ENDED 31 DECEMBER 2019

2018
NOTES HK$'000
[LOSS)/PROFIT FOR THE YEAR 87,511
OTHER COMPREHENSIVE (LOSS|/INCOME
Other comprehensive loss that may be reclassified o profit or loss
in subsequent periods:
Share of other comprehensive loss of associates 15 (677)
(677)
Exchange differences:
Exchange differences on translation of foreign operations [39,045)
Reclassification adjustments for a foreign operation deregistered
during the year 5 (890)
(39,935)
Net other comprehensive income that may be reclassified to
profit or loss in subsequent periods [40,612)
Other comprehensive income that will not be reclassified to
profit or loss in subsequent periods:
Changes in fair value of equity investments af fair value through
other comprehensive income 16 [12,995)
Revaluation surplus of land and buildings, net of tax 15,894
Net other comprehensive income that will not be reclassified to
profit or loss in subsequent periods 2,899
OTHER COMPREHENSIVE LOSS FOR THE YEAR, NET OF TAX [37,713)
TOTAL COMPREHENSIVE (LOSS)/INCOME FOR THE YEAR 49,798
Attributable fo:
Owners of the parent 49,638
Non-controlling interests 160
49,798
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 DECEMBER 2019

2018

NOTES HK$'000
NON-CURRENT ASSETS
Property, plant and equipment 12 337,289
Investment properties 13 147,223
Rightof-use assets 14(a) -
Investments in associates 15 2,544
Equity investments at fair value through other comprehensive income 16 6,709
Infangible assefs 17 -
Deferred tax assets 28 4,569
Pledged deposifs 23 4,804
Total non-current assets 503,138
CURRENT ASSETS
Inventories 18 93,569
Trade and bills receivables 19 139,700
Confract assets 20 45,003
Prepayments, other receivables and other assets 21 472,591
Financial assefs at fair value through profit or loss 22 803
Pledged deposits 23 8,073
Cash and cash equivalents 23 548,222
Tax recoverable -
Total current assets 1,307,961
CURRENT LIABILITIES
Trade and bills payables 24 69,987
Contract liabilities 25 86,373
Other payables and accruals 26 246,133
Inferestbearing bank borrowings 27 160,914
Lease liabilities 14(b) -
Tax payable 3,982
Total current liabilities 567,389
NET CURRENT ASSETS 740,572
TOTAL ASSETS LESS CURRENT LIABILITIES 1,243,710
NON-CURRENT LIABILITIES
Lease liabilities 14(b) -
Deferred tax liabilities 28 58,009
Total non-current liabilities 58,009
Net assets 1,185,701
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 DECEMBER 2019

2018
NOTES HK$'000
EQUITY
Equity attributable to owners of the parent
Issued capital 29 119,975
Reserves 31 1,065,726
Total equity 1,185,701

Cheung Shuen Lung Shao Xing

Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

YEAR ENDED 31 DECEMBER 2019

Aribuiable fo owners of he parent

Equiy

invesiments

o foir value

Avalable  through other

lond ond forscle  comprehensive
Share ouldings ~~ investmen's income Bxchonge Nor
lsued perim  Comibved  revdofon  revohoon  revduofon fluctufon Cenerdl  Accumulted confoling
cap’ﬁo\ account suplus fesene feseve fesenve fesene fesene losses Totl inferests Totol equiy

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

A 31 December 2017 119975 93,597 867,910 203337 15,834 - 21,361 08,276 (271,540 1,138,950 184 1139134
Adjusimert on odopion of
HKFRS9 - - - - [15,834) 5701 - - 7,246 2887) - (2,887)

Restofed bolonce of 1 Jonuary
2018 119975 3,597 807,910 203337 - 5701 21,561 08,276 (264,204 1,136,003 184 1136247
Profi forthe year - - - - - - - 87336 87336 175 87511
Other comprehensive income for
the year:
Revoluafion surplus ofland ond
buldings, nef of fox - - - 15,804 - - - - - 15,804 - 15,804

Change i equity invesiments
affoir value frough

comprefensiie income - - - - - (12,999 - - - 12,999 - (12,995
Share of oher comprehensive

loss of associctes - - - - - - (69| 19 - [677) - (677)
Exchange diffrences on

frandafon of foreign

operafons - - - - - - (39,030 - - 139,030 (19] (39,045)

Reclossficaon adjusiments
for o foreign aperation
deregstered durng fhe year
[note 3] - - - - - - (690) - - (690) - (690)

Totol comprehensive income for
the year - - - 1,894 - (12.999) [40,616) 19 87,336 49,638 160 49,798

Dividends paid fo noncontroling

shoreholders - - - - - - - - - - [166) (16¢]
Deregstaton of o suosidicry - - - - - - - (482) 482 - (178) (178)
Tronsfer of revaluaton resene

oflnd and buldings to

accumuloted losses - - - (29,944 - - - - 20044 - - -
Trondlr o general reserve - - - - - - - 12,055 (12,055 - - -
At 31 December 2018 119,975 53507 867 910* 249 287* - (7204 19,055 79868 (158587 1,185,701 - 1185701
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

YEAR ENDED 31 DECEMBER 2019

At 31 December 2018
Loss for the year
Other comprehensive income for he year:
Revaluation surplus of land and buildings,
nef of fox
Chonge in equity invesimen's of oir value
hrough comprehensive income
Shore of other comprehensive loss of
associates
Exchange diferences on franslafion of
foreign operafions

Totol comprehensive loss for the year
Transfer of revaluation resenve of land and
buldings fo accumulated losses

At 31 December 2019

* These reserve accounts comprise the consolidated reserves of HK$821,407,000 (2018: HK$1,065,726,000) in the consolidated statement of
financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED 31 DECEMBER 2019

2018
NOTES HK$'000
CASH FLOWS FROM OPERATING ACTIVITIES
[Loss)/profit before tax 88,477
Adjustments for:
Finance costs 7 7,882
Share of [profits)/losses of associates 209
Interest income 5 (31,262)
Fair value losses/(gains| on investment properties 6 (2,595)
Gain on disposal of items of property, plant and equipment 5 (6]
Fair value losses on financial assets at fair value through profit or loss 6 1,475
Impairment/{reversal of impairment) of trade receivables and
confract assets 6 (1,319
Depreciation of property, plant and equipment 6 17,878
Depreciation of rightof-use assets 6 -
Impairment/(reversal of impairment] of other receivables and
other assets o) (575)
Writeoff of inventories o) 2,024
Provision for obsolete inventories 6 4,690
86,878
Decrease in inventories 3,307
Decrease in confract assefs 5,422
(Increase)/decrease in trade and bills receivables 7,646
Increase in prepayments, other receivables and other assets (1,774)
Decrease in contract liabilities (37,363)
Decrease in trade and bills payables (8,628)
Increase/[decrease] in other payables and accruals (8,169)
Exchange differences (21,853)
Cash generated from operations 25,466
Interest received 6,124
Inferest paid (7,882)
Inferest element of finance lease rental payments -
Hong Kong profits tax paid (2,946)
Corporate income tax paid in the Mainland of the People’s Republic of
China ("Mainland China” or the “PRC") (5,628)
Net cash flows from operating activities 15,134
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CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED 31 DECEMBER 2019

2018

NOTES HK$'000

CASH FLOWS FROM INVESTING ACTIVITIES

Inferest received

Purchases of items of property, plant and equipment

Additions of investment properties

Proceeds from disposal of items of property, plant and equipment

Proceeds from disposal of financial assets af fair value through
profit or loss

Increase in non-pledged time deposits with original maturity of
more than three months when acquired

Advances of entrusted loans fo related companies

Advances of other loans to a related company

Repayment of enfrusfed loans from related companies

(Increase)/decrease in pledged deposits

25,186
(17,410)
(2,476)
6,607

Q

(43,018)
[840,640)
862,100
1,720

Net cash flows from/(used in) investing activities

(7,922)

CASH FLOWS FROM FINANCING ACTIVITIES
New bank loans

Repayment of bank loans

Principal portion of lease payments

Dividends paid to non-controlling shareholders
Repayment of capifal to non-controlling shareholders

132,501
[126,823)
(166)
(178)

Net cash flows (used in]/from financing activities

5,334

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year
Effect of foreign exchange rate changes, net

12,546
475,615
(16,619

CASH AND CASH EQUIVALENTS AT END OF YEAR

471,542

ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances
Non-pledged time deposits

23 415,818

132,404

Cash and cash equivalents as sfated in the consolidated statement of

financial position
Non-pledged time deposits with original maturity of
more than three months when acquired

548,222

[76,680)

Cash and cash equivalents as sfated in the consolidated statement of

cash flows

471,542
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NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2019

68

CORPORATE AND GROUP INFORMATION

Founder Holdings Limited (the “Company”) is a limited liability company incorporated in Bermuda. The registered office of

the Company is located at Canon’s Court, 22 Victoria Street, Hamilion, HM 12, Bermuda. The head office and principal
place of business of the Company is located at Unit 1408, 14th Floor, Cable TV Tower, @ Hoi Shing Road, Tsuen Wan,

New Territories, Hong Kong.

During the year, the Company and ifs subsidiaries (collectively referred to as the “Group”) were principally engaged in

software development, system infegration and the distribution of information products.

Information about subsidiaries

Particulars of the Company's principal subsidiaries are as follows:

Place of Percentage of
incorporation/ Issued ordinary/  equity atfributable
registration registered to the Company

Name and business share capital Direct Indirect  Principal activities

Founder [Hong Kong] Limited Hong Kong Ordinary 100 - Information product
("Founder HK") HK$977 974,378 distribution and

investment holding

Beijing Founder Electronics Co., Lid. PRC/Mainland China Registered - 100 Software development,
("Founder Electronics”|** HK$230 million system integration and

information product
distribution

IR h EEESBRIMAR AT PRC/Mainland China Registered - 100 Software development
(Beijing Founder EasiPrint Digital RMB50 million and information product
Technology Co., 1d.?) distribution
[ “Founder EasiPrint” JA*

It RAEEFERIEMAER AR PRC/Mainland China Registered - 100 Information product
(Beijing Founder Digital Prinfing RMB5 million distribution
Technology Co., id.%)

(Founder Digital Printing)*

Founder Electronics (HK| Limited * Hong Kong Ordinary HK$2 - 100 Information product

distribution

Royal Bright Limited Hong Kong Ordinary HK$2 - 100 Property holding

Royal Leader Limited Hong Kong Ordinary HK$2 - 100 Property holding

Royal Power Limited Hong Kong Ordinary HK$2 - 100 Property holding

Sharp Century Limited Hong Kong Ordinary HK$2 - 100 Property holding

PUC Founder [M] Sdn. Bhd.* Mlaysia Ordinary RM500,000 - 100 Investment holding
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NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2019

1. CORPORATE AND GROUP INFORMATION (continued)

Information about subsidiaries (continued)

e For identification purposes only

Not audited by Ernst & Young, Hong Kong or another member firm of the Emst & Young global network

# Registered as a whollyforeign-owned enterprise under PRC law

N Registered as limited liability companies under PRC law

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net assets of the Group. To give details of other subsidiaries would, in
the opinion of the directors, result in particulars of excessive length.

2.1 BASIS OF PREPARATION

These financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") [which include all Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards ("HKASs")
and Interpretations) issued by the Hong Kong Institute of Certified Public Accountants ("HKICPA”), accounting principles
generally accepted in Hong Kong and the disclosure requirements of the Hong Kong Companies Ordinance. They have
been prepared under the historical cost convention, except for investment properties, land and buildings classified as
property, plant and equipment, equity investments at fair value through other comprehensive income, bills receivable and
financial assets at fair value through profit or loss which have been measured at fair value. These financial statements are
presented in Hong Kong dollars and all values are rounded to the nearest thousand except when otherwise indicated.

Basis of consolidation

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

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

(a) the confractual arrangement with the other vote holders of the investee;

(b) rights arising from other contractual arrangements; and

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

The financial statements of the subsidiaries are prepared for the same reporting period as the Company, using consistent

accounting policies. The results of subsidiaries are consolidated from the date on which the Group obtains control, and
continue to be consolidated until the date that such control ceases.
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2.1

2.2
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BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

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

The Group reassesses whether or not it confrols an investee if facts and circumstances indicate that there are changes o
one or more of the three elements of control described above. A change in the ownership inferest of a subsidiary, without
a loss of control, is accounted for as an equity transaction.

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

CHANGES IN ACCOUNTING POLCIES AND DISCLOSURES

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

Amendments to HKFRS Q@ Prepayment Features with Negative Compensation

HKFRS 16 leases

Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement

Amendments fo HKAS 28 Llong-term Inferests in Associates and Joint Ventures

HK(IFRICHnt 23 Uncertainty over Income Tax Treatments

Annual Improvements fo Amendments to HKFRS 3, HKFRS 11, HKAS 12 and HKAS 23

HKFRSs 2015-2017 Cycle
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31 DECEMBER 2019

2.2 CHANGES IN ACCOUNTING POLUCIES AND DISCLOSURES (continved)
Except for the amendments to HKFRS @ and HKAS 19, amendments to HKAS 28, and Annual Improvements to HKFRSs

2015-2017 Cycle, which are not relevant to the preparation of the Group's financial statements, the nature and the
impact of the new and revised HKFRSs are described below:

(a) HKFRS 16 replaces HKAS 17 leases, HK(IFRICHnt 4 Determining whether an Arrangement confains a lease,
HK[SICHnt 15 Operating leases — Incentives and HK[SIC}-nt 27 Evaluating the Substance of Transactions
Involving the legal Form of a lease. The standard sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees fo account for all leases under a single on-balance sheet
model to recognise and measure rightof-use assets and lease liabilities, except for certain recognition exemptions.
lessor accounting under HKFRS 16 is substantially unchanged from HKAS 17 lessors continue to classify leases as
either operating or finance leases using similar principles as in HKAS 17.

The Group has adopted HKFRS 16 using the modified refrospective method with the date of initial application of
1 January 2019. Under this method, the standard has been applied refrospectively with the cumulative effect of
initial adoption recognised as an adjusiment fo the opening balance of refained profits af 1 January 2019, and
the comparative information for 2018 was not restated and continued to be reported under HKAS 17 and related
interprefations.

New definition of a lease

Under HKFRS 16, a confract is, or confains, a lease if the confract conveys a right to control the use of an
identified asset for a period of time in exchange for consideration. Control is conveyed where the customer has
both the right to obtain substantially all of the economic benefits from use of the identified asset and the right
fo direct the use of the identified assef. The Group elected to use the fransition practical expedient allowing
the standard to be applied only o contracts that were previously identified as leases applying HKAS 17 and
HK(IFRIC)Hnt 4 at the date of initial application. Confracts that were not identified as leases under HKAS 17 and
HK(IFRIC)nt 4 were not reassessed. Therefore, the definition of a lease under HKFRS 16 has been applied only to
contracts entered into or changed on or after 1 January 2019.

As a lessee - Leases previously classified as operating leases

Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for properties. As a lessee, the Group previously classified leases as either
finance leases or operating leases based on the assessment of whether the lease transferred substantially all the
rewards and risks of ownership of assets fo the Group. Under HKFRS 16, the Group applies a single approach
fo recognise and measure rightof-use assets and lease liabilities for all leases, except for two elective exemptions
for leases of low-value assets (elected on a lease-by-lease basis) and leases with a lease term of 12 months or less
(“shortterm leases”) (elected by class of underlying asset). Instead of recognising renfal expenses under operating
leases on a straightline basis over the lease ferm commencing from 1 January 2019, the Group recognises
depreciation (and impairment, if any) of the rightof-use assets and interest accrued on the oufstanding lease
liabilities (as finance costs).
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2.2 CHANGES IN ACCOUNTING POLCIES AND DISCLOSURES (continved)

(a) [continued)
As a lessee - Leases previously classified as operating leases (continved)
Impact on transition
lease liabilities at 1 January 2019 were recognised based on the present value of the remaining lease payments,
discounted using the incremental borrowing rate af 1 January 2019. The right-ofuse assefs were measured at the
amount of the lease liability, adjusted by the amount of any prepaid or accrued lease payments relating to the
lease recognised in the sfatement of financial position immediately before 1 January 2019.

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

For the leasehold land and buildings (that were held to earn rental income and/or for capital appreciation)
previously included in invesiment properties and measured af fair value, the Group has continued to include them as
investment properties at 1 January 2019. They continue to be measured af fair value applying HKAS 40.

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

J Applying the shortferm lease exemptions to leases with a lease term that ends within 12 months from the
date of initial application

J Using hindsight in defermining the lease term where the confract contains options fo extend/ferminate the
lease

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

Increase/(decrease)
HK$'000
Assets
Increase in rightof-use assets 3,679
Decrease in prepayments, other receivables and other assets (335)
Increase in total assets 3,344
Liabilities
Increase in lease liabilities 3,344
Increase in total liabilities 3,344
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2.2 CHANGES IN ACCOUNTING POLCIES AND DISCLOSURES (continved)

(a) [continued)
Financial impact at 1 January 2019 (continued)
The lease liabilities as af 1 January 2019 reconciled to the operating lease commitments as af 31 December
2018 are as follows:

HK$'000
Operating lease commitments as at 31 December 2018 24,065
Less: Commitments relating fo shortterm leases and those leases with a remaining lease term
ending on or before 31 December 2019 19,600
4,465
Weighted average incremental borrowing rate as at 1 January 2019 5.46%
Lease liabilities as at 1 January 2019 3,344
(b) HK(IFRICHRt 23 addresses the accounting for income taxes (current and deferred) when fax treatments involve

uncertainty that affects the application of HKAS 12 (often referred to as “uncertain tax positions”). The interpretation
does not apply fo taxes or levies outside the scope of HKAS 12, nor does it specifically include requirements
relafing fo interest and penalties associated with uncertain tax freatments. The interpretation specifically addresses
(i) whether an entity considers uncertain tax treatments separately; (i) the assumptions an enfity makes about the
examination of tax treatments by taxation authorities: (i) how an entity determines taxable profifs or fax losses, tax
bases, unused tax losses, unused tax credits and tax rates; and (iv)] how an entity considers changes in facts and
circumstances. The interprefation did not have any impact on the financial position or performance of the Group.

2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING
STANDARDS

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

Amendments to HKFRS 3 Definition of a Business'

Amendments to HKFRS @, HKAS 39 and HKFRS 7 Interest Rate Benchmark Reform'

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

HKFRS 17 Insurance Confracts?

Amendments to HKAS 1 and HKAS 8 Definition of Material

! Effective for annual periods beginning on or dfter 1 January 2020
2 Effective for annual periods beginning on or after 1 January 2021
s No mandatory effective date yet determined but available for adoption
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ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

Further information about those HKFRSs that are expected to be applicable to the Group is described below.

Amendments to HKFRS 3 clarify and provide additional guidance on the definition of a business. The amendments
clarify that for an integrated set of activities and assets to be considered a business, it must include, at a minimum, an
input and a subsfantive process that together significantly contribute to the ability to create output. A business can exist
without including all of the inputs and processes needed to create outputs. The amendments remove the assessment
of whether market participants are capable of acquiring the business and continue fo produce outputs. Instead, the
focus is on whether acquired inpufs and acquired substantive processes together significantly contribute to the ability fo
create outputs. The amendments have also narrowed the definition of oufputs o focus on goods or services provided to
cusfomers, investment income or other income from ordinary activities. Furthermore, the amendments provide guidance
fo assess whether an acquired process is substantive and infroduce an optional fair value concentration fest to permit a
simplified assessment of whether an acquired set of activities and assets is not a business. The Group expects to adopt
the amendments prospectively from 1 January 2020. Since the amendments apply prospectively to fransactions or other
evenfs that occur on or affer the date of first application, the Group will not be affected by these amendments on the date

of transition.

Amendments to HKFRS @, HKAS 39 and HKFRS 7 address the effects of interbank offered rate reform on financial
reporting. The amendments provide temporary reliefs which enable hedge accounting fo continue during the period of
uncertainty before the replacement of an existing interest rate benchmark. In addition, the amendments require companies
to provide additional information to investors about their hedging relationships which are directly affected by these
uncertainties. The amendments are effective for annual periods beginning on or after 1 January 2020. Early application is
permitted. The amendments are not expected to have any significant impact on the Group's financial statements.

Amendments fo HKFRS 10 and HKAS 28 (201 1) address an inconsistency between the requirements in HKFRS 10 and in
HKAS 28 (2011) in dealing with the sale or contribution of assefs between an investor and its associate or joint venture.
The amendments require a full recognition of a gain or loss when the sale or contribution of assets between an investor
and its associafe or joint venture constitutes a business. For a fransaction involving assets that do not consfitute a business,
a gain or loss resulting from the fransaction is recognised in the invesfor's profif or loss on|\/ to the extent of the unrelated
investor's interest in that associate or joint venture. The amendments are to be applied prospectively. The previous
mandatory effective date of amendments to HKFRS 10 and HKAS 28 (201 1) was removed by the HKICPA in January
2016 and a new mandatory effective date will be determined after the completion of a broader review of accounting for
associates and joint ventures. However, the amendments are available for adoption now.

Amendments to HKAS 1 and HKAS 8 provide a new definition of material. The new definition states that information is
material if omiting, misstating or obscuring it could reasonably be expected to influence decisions that the primary users
of general purpose financial statements make on the basis of those financial statements. The amendments clarify that
materiality will depend on the nature or magnitude of information. A misstatement of information is material if it could
reasonably be expected fo influence decisions made by the primary users. The Group expects to adopt the amendments
prospectively from 1 January 2020. The amendments are not expected to have any significant impact on the Group's
financial statements.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES

Investments in associates and joint ventures

An associate is an enfity in which the Group has a long ferm interest of generally not less than 20% of the equity voting
rights and over which it is in a position fo exercise significant influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee, but is not control or joint control over those policies.

A joint venture is a type of joint arrangement Whereby the parties that have joint confrol of the arrangement have rights
fo the net assets of the joint venture. Joint control is the contractually agreed sharing of control of an arrangement, which
exists only when decisions about the relevant activities require the unanimous consent of the parties sharing control.

The Group's investments in associates and joint ventures are stated in the consolidated statement of financial position at
the Group's share of net assets under the equity method of accounting, less any impairment losses. Adjustments are made
fo bring info line any dissimilar accounting policies that may exist.

The Group's share of the postacquisition results and other comprehensive income of associates and joint ventures is
included in the consolidated statement of profit or loss and consolidated statement of comprehensive income, respectively.
In addition, when there has been a change recognised directly in the equity of the associate or joint venture, the Group
recognises ifs share of any changes, when applicable, in the consolidated statement of changes in equity. Unrealised
gains and losses resulting from transactions between the Group and ifs associates or joint ventures are eliminated to the
extent of the Group's investments in the associates or joint ventures, except where unrealised losses provide evidence of
an impairment of the asset transferred. Goodwill arising from the acquisition of associafes or joint ventures is included as
part of the Group's investments in associates or joint ventures.

If an investment in an associate becomes an investment in a joint venture or vice versa, the refained inferest is not
remeasured. Instead, the investment continues to be accounted for under the equity method. In all other cases, upon loss
of significant influence over the associate or joint control over the joint venture, the Group measures and recognises any
refained investment af its fair value. Any difference between the carmying amount of the associate or joint venture upon
loss of significant influence or joint control and the fair value of the retained investiment and proceeds from disposal is
recognised in profit or loss.

When an investment in an associate or a joint venture is classified as held for sale, it is accounted for in accordance with
HKFRS 5 Non-current Assets Held for Sale and Discontinued Operations.

Fair value measurement

The Group measures ifs land and buildings, investment properties, financial assets af fair value through profit or loss,
bills receivable and equity investments at fair value through other comprehensive income at the end of each reporting
period. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly fransaction
between market participants at the measurement date. The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either in the principal market for the asset or liability, or in
the absence of a principal market, in the most advantageous market for the asset or liability. The principal or the most
advantageous market must be accessible by the Group. The fair value of an asset or a liability is measured using the
assumptions that market participants would use when pricing the asset or liability, assuming that market participants act in
their economic best inferest.

A fair value measurement of a nonfinancial asset fakes into account a market participant’s ability to generate economic

benefits by using the asset in its highest and best use or by selling it to another market participant that would use the asset
in its highest and best use.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES (continved)
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Fair value measurement (continved)
The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

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

a whole:

level 1 - based on quoted prices {unadjusted) in active markets for identical assets or liabilities

level 2 - based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

level 3 - based on valuation fechniques for which the lowest level input that is significant fo the fair value

measurement is unobservable

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

Impairment of non-financial assets

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

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rafe that reflects
current market assessments of the time value of money and the risks specific to the asset. An impairment loss is charged fo
the statement of profit or loss in the period in which it arises in those expense categories consistent with the function of the
impaired asset.

An assessment is made af the end of each reporting period as to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased. If such an indication exists, the recoverable amount is
estimated. A previously recognised impairment loss of an asset other than goodwill is reversed only if there has been a
change in the estimates used fo determine the recoverable amount of that assef, but nof to an amount higher than the
carrying amount that would have been defermined (net of any depreciation/amortisation) had no impairment loss been
recognised for the asset in prior years. A reversal of such an impairment loss is credited fo the statement of profit or loss in
the period in which it arises, unless the asset is carried at a revalued amount, in which case the reversal of the impairment
loss is accounted for in accordance with the relevant accounting policy for that revalued asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES (continved)

Related parties
A party is considered fo be related to the Group if:

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

(i)
(i)
(i)

or

has control or joint confrol over the Group;
has significant influence over the Group; or

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

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

(i)

(i)

(iii)
(iv)

(V)

(vi)

(vii)

(viii)

Annual Report 2019

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

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

the entity and the Group are joint ventures of the same third party;
one entity is a joint venture of a third entity and the other entity is an associate of the third entfity;

the entity is a postemployment benefit plan for the benefit of employees of either the Group or an entity
related to the Group;

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

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

the entity, or any member of a group of which it is a part, provides key management personnel services to
the Group or fo the parent of the Group.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES (continved)
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Property, plant and equipment and depreciation

Property, plant and equipment are stated af cost or valuation less accumulated depreciation and any impairment losses.
The cost of an item of property, plant and equipment comprises its purchase price and any directly aftributable 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 info operation, such as repairs and
maintenance, is normally charged to the statement of profit or loss in the period in which it is incurred. In situations where
the recognition criferia are safisfied, the expenditure for @ major inspection is capitalised in the carrying amount of the asset
as a replacement. Where significant parts of property, plant and equipment are required to be replaced at intervals, the
Group recognises such parts as individual assets with specific useful lives and depreciates them accordingly.

Valuations are performed frequently enough to ensure that the fair value of a revalued asset does not differ materially from
its carrying amount. Changes in the values of property, plant and equipment are dealt with as movements in a revaluation
reserve. If the total of this reserve is insufficient to cover a deficit, on an individual asset basis, the excess of the deficit is
charged to the statement of profit or loss. Any subsequent revaluation surplus is credited to the statement of profit or loss
to the extent of the deficit previously charged. An annual transfer from the asset revaluation surplus to accumulated losses
is made for the difference between depreciation based on the revalued carrying amount of the assefs and depreciation
based on its original cost. On disposal of a revalued asset, the relevant portion of the asset revaluation reserve realised in

respect of previous valuations is transferred to losses as a movement in reserves.

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

Lland and buildings Over the lease terms

leasehold improvements 20% or over the lease terms, whichever is shorter
Furniture, fixtures and office equipment 20% to 33'3%

Machinery and equipment 12.5% to 20%

Motor vehicles 10% to 25%

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

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

Investment properties

Investment properties are inferests in land and buildings held to earn rental income and/or for capital appreciation, rather
than for use in the production or supply of goods or services or for administrative purposes; or for sale in the ordinary
course of business. Such properties are measured initially at cost, including transaction costs. Subsequent fo initial
recognifion, investment properties are sftated at fair value, which reflects market conditions at the end of the reporfing
period.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES (continved)

Investment properties (continued)
Gains or losses arising from changes in the fair values of investment properties are included in the statement of profit or
loss in the year in which they arise.

Any gains or losses on the refirement or disposal of an investment property are recognised in the statement of profit or loss
in the year of the retirement or disposal.

For a transfer from investment properties to owneroccupied properties or inventories, the deemed cost of a property for
subsequent accounting is its fair value at the date of change in use. If a property occupied by the Group as an owner-
occupied property becomes an investment property, the Group accounts for such property in accordance with the policy
stated under “Property, plant and equipment and depreciation” for owned property and/or accounts for such property in
accordance with the policy stated under “Rightofuse assets” for property held as a rightofuse asset up to the date of change
in use, and any difference at that dafe between the carrying amount and the fair value of the property is accounted for as
a revaluation in accordance with the policy stated under “Property, plant and equipment and depreciation” above.

Intangible assets (other than goodwill)

Infangible assefs acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired
in a business combination is the fair value at the date of acquisition. The useful lives of infangible assets are assessed
fo be either finite or indefinite. Infangible assefs with finite lives are subsequently amortised over the useful economic life
and assessed for impairment whenever there is an indication that the intangible asset may be impaired. The amortisation
period and the amortisation method for an infangible asset with a finite useful life are reviewed at least at each financial
year end.

Infangible assets with indefinite useful lives are tested for impairment annually either individually or at the cash-generating
unit level. Such infangible assets are not amortised. The useful life of an intangible asset with an indefinite life is reviewed
annually to defermine whether the indefinite life assessment continues fo be supportable. If not, the change in the useful life
assessment from indefinite to finite is accounted for on a prospective basis.

Patents and licences
Purchased patents and patent application rights are stated at cost less any impairment losses and are amortised on the
straightline basis over their estimated useful lives of three years.

Research and development costs
All research costs are charged to the statement of profit or loss as incurred.

Expenditure incurred on projects to develop new products is capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the intangible asset so that it will be available for use or sale,
its infenfion to complete and its ability to use or sell the asset, how the asset will generate future economic benefits,
the availability of resources to complefe the project and the ability to measure reliably the expenditure during the
development. Product development expenditure which does not meet these criteria is expensed when incurred.

Deferred development costs are stated at cost less any impairment losses and are amortised using the straightline basis

over the commercial lives of the underlying products not exceeding three years, commencing from the date when the
products are put info commercial production.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES (confinved)
Leases (applicable from 1 January 2019)

The Group assesses af contract inception whether a confract is, or contains, a lease. A contract is, or contains, a lease if

80

the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

Group as a lessee
The Group applies a single recognition and measurement approach for all leases, except for shortterm leases and leases

of low-value assets. The Group recognises lease liabilities fo make lease payments and rightof-use assets representing the

right fo use the underlying assets.

(a)

Rightof-use assets

Rightof-use assefs are recognised at the commencement date of the lease (that is the date the underlying asset is
available for use). Rightofuse assefs are measured at cost, less any accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of lease liabilities. The cost of rightofuse assets includes the amount of
lease liabilities recognised, inifial direct costs incurred, and lease payments made at or before the commencement
date less any lease incentives received. Unless the Group is reasonably certain to obtain ownership of the leased
asset at the end of the lease term, the recognised rightofuse assets are depreciated on a straightline basis over
the shorter of the estimated useful life and the lease term.

lease liabilities

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

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

Shortterm leases and leases of low-value assets

The Group applies the shortterm lease recognition exemption to its shortterm leases of properties [that is those
leases that have a lease term of 12 months or less from the commencement date and do not confain a purchase
opfion). lease payments on shortterm leases are recognised as an expense on a straightline basis over the lease
term.
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Leases (applicable from 1 January 2019) (coninved)

Group as a lessor
When the Group acts as a lessor, it classifies af lease inception [or when there is a lease modification) each of its leases as
either an operating lease or a finance lease.

leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of an asset
are classified as operafing leases. VWhen a confract contains lease and non-ease components, the Group allocates the
consideration in the confract fo each component on a relative stand-alone selling price basis. Rental income is accounted
for on a straightline basis over the lease terms and is included in revenue in the statement of profit or loss due fo its
operating nature. Inifial direct costs incurred in negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognised over the lease term on the same basis as rental income. Contingent rents are
recognised as revenue in the period in which they are earned.

Leases (applicable before 1 January 2019)

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

Prepaid land lease payments under operating leases are initially stated at cost and subsequently recognised on the
straightline basis over the lease terms.

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value through other
comprehensive income, and fair value through profit or loss.

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

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

Initial recognition and measurement (continued)

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

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

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

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest method and are subject to
impairment. Gains and losses are recognised in the statement of profit or loss when the assef is derecognised, modified
or impaired.

Financial assets at fair valve through other comprehensive income (debt instruments)

For debt investments at fair value through other comprehensive income, interest income, foreign exchange revaluation
and impairment losses or reversals are recognised in the statement of profit or loss and computed in the same manner as
for financial assets measured at amortised cost. The remaining fair value changes are recognised in other comprehensive
income. Upon derecognition, the cumulative fair value change recognised in other comprehensive income is recycled to
the statement of profit or loss.

Financial assets designated at fair value through other comprehensive income [equity investments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity investments designated
at fair value through other comprehensive income when they meet the definition of equity under HKAS 32 Financial
Instruments: Presentation and are not held for trading. The classification is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to the statement of profit or loss. Dividends are recognised
as other income in the statement of profit or loss when the right of payment has been established, it is probable that the
economic benefits associated with the dividend will flow to the Group and the amount of the dividend can be measured
reliably, except when the Group benefits from such proceeds as a recovery of part of the cost of the financial asset, in
which case, such gains are recorded in other comprehensive income. Equity investments designated at fair value through
other comprehensive income are not subject to impairment assessment.
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Investments and other financial assets (confinued)

Subsequent measurement (continued)

Financial assets at fair value through profit or loss

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

This category includes derivative instruments and equity investments which the Group had not irrevocably elected to
classify at fair value through other comprehensive income. Dividends on equity investments classified as financial assets
at fair value through profit or loss are also recognised as other income in the statement of profit or loss when the right
of payment has been established, it is probable that the economic benefits associated with the dividend will flow to the
Group and the amount of the dividend can be measured reliably.

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

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

] the Group has fransferred its rights o receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a “passthrough” arrangement; and either
(a) the Group has transferred substantially all the risks and rewards of the asset, or [b) the Group has neither
transferred nor refained substantially all the risks and rewards of the asset, but has transferred control of the asset.

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

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

repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses ["ECLs") for all debt instruments not held af fair value
through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance with the
contract and all the cash flows that the Group expects fo receive, discounted at an approximation of the original effective
interest rate. The expected cash flows will include cash flows from the sale of collateral held or other credit enhancements
that are integral fo the contractual terms.
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Impairment of financial assets (continued)

General approach

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

At each reporting date, the Group assesses whether the credit risk on a financial instrument has increased significantly
since initial recognition. When making the assessment, the Group compares the risk of a default occurring on the financial
instrument as af the reporting date with the risk of a default occurring on the financial instrument as at the date of initial
recognition and considers reasonable and supportable information that is available without undue cost or effort, including
historical and forward-looking information.

The Group considers a financial asset in default when contractual payments are aged more than three years. However,
in certain cases, the Group may also consider a financial asset to be in default when internal or external information
indicates that the Group is unlikely to receive the outstanding contractual amounts in full before taking into account any
credit enhancements held by the Group. A financial asset is written off when there is no reasonable expectation of
recovering the contractual cash flows.

Debt investments at fair value through other comprehensive income and financial assets at amortised cost are subject
to impairment under the general approach and they are classified within the following stages for measurement of EClLs
except for trade receivables and contract assets which apply the simplified approach as detailed below.

Stage 1 - Financial instruments for which credit risk has not increased significantly since initial recognition
and for which the loss allowance is measured at an amount equal fo 12-month ECls

Stage 2 - Financial instruments for which credit risk has increased significantly since initial recognition but that
are not creditimpaired financial assets and for which the loss allowance is measured at an amount
equal to lifetime ECls

Stage 3 - Financial assets that are creditimpaired at the reporting date (but that are not purchased or
originated creditimpaired) and for which the loss allowance is measured at an amount equal to
lifetime ECls

Simplified approach

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

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

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and
borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net of
directly attributable transaction costs.

The Group's financial liabilities include trade and bills payables, interestbearing bank borrowings, lease liabiliies and
other financial liabilities included in other payables and accruals.

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

Financial liabilities at amortised cost

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

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

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

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

Offsetting of financial instruments

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

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the weighted average basis.
Net realisable value is based on estimated selling prices less any estimated costs to be incurred to complefion and
disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on hand and
demand deposifs, and short term high|y |iquid investments that are reodi|y convertible into known amounts of cash,
are subject fo an insignificant risk of changes in value, and have a short maturity of generally within three months
when acquired, less bank overdrafts which are repayable on demand and form an integral part of the Group’s cash
management.

For the purpose of the consolidated statement of financial position, cash and cash equivalents comprise cash on hand
and af banks, including term deposits, and assets similar in nature to cash, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or consfructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to settle the obligation, provided that a reliable estimate can
be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value atf the end of the
reporting period of the future expenditures expected fo be required fo sefile the obligation. The increase in the discounted
present value amount arising from the passage of time is included in finance costs in the statement of profit or loss.

The Group provides for warranties in relation to the sale of certain products for general repairs of defects occurring during
the warranty period. Provisions for these assurance-fype warranties granted by the Group are recognised based on sales
volume and past experience of the level of repairs and refurns, discounted fo their present values as appropriate.

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

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

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

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

] when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a fransaction
that is nof a business combination and, at the fime of the fransaction, affects neither the accounting profit nor
faxable profit or loss; and

] in respect of faxable temporary differences associated with investments in subsidiaries, associates and joint

ventures, when the timing of the reversal of the temporary differences can be controlled and it is probable that the
tfemporary differences will not reverse in the foreseeable future.
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Income tax (continued)

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

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

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

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced fo the extent that
it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are reassessed af the end of each reporting period and are recognised to the
extent that it has become probable that sufficient faxable profit will be available o allow all or part of the deferred tax asset
to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is
realised or the liability is setiled, based on tax rates (and tax laws) that have been enacted or substantively enacted by the
end of the reporting period.

Deferred fax assefs and deferred tax liabilities are offset if and only if the Group has a legally enforceable right fo set off
current fax assets and current fax liabilities and the deferred tax assefs and deferred tax liabilities relate to income taxes
levied by the same faxation authority on either the same taxable entity or different taxable entities which intend either to
seffle current fax liabilities and assefs on a net basis, or fo realise the assets and settle the liabilities simultaneously, in each
future period in which significant amounts of deferred tax liabilities or assets are expected to be sefiled or recovered.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the grant relates to an expense item, it is recognised as income
on a sysfematic basis over the periods that the costs, which it is infended to compensate, are expensed.
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Revenue recogpnition

Revenue from contracts with customers

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

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

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

(a) Sale of information products and software
Revenue from the sale of information products and software is recognised at the point in time when control of the
asset is fransferred fo the customer, generally on delivery of the information products and software.

(b) Sale of software development and system integration services
Revenue from the provision of software development and system infegration services is recognised over time,
using an input method to measure progress towards complete satisfaction of the service, because the Group's
performance creafes or enhances an asset that the customer controls as the asset is created or enhanced. The
input method recognises revenue based on the proportion of the actual costs incurred relative fo the estimated tfotal
costs for satisfaction of the services.

Revenue from other sources
Rental income is recognised on a time proportion basis over the lease terms.

Other income

Inferest income is recognised on an accrual basis using the effective inferest method by applying the rate that exactly
discounts the estimated future cash receipts over the expected life of the financial instrument or a shorter period, when
appropriate, to the net carrying amount of the financial assef.

Dividend income is recognised when the shareholders' right to receive payment has been established, it is probable

that the economic benefits associated with the dividend will flow to the Group and the amount of the dividend can be
measured reliably.
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Contract assets

A confract asset is the right to consideration in exchange for goods or services transferred to the customer. If the Group
performs by fransferring goods or services fo a customer before the customer pays consideration or before payment is due,
a confract asset is recognised for the earned consideration that is conditional. Confract assefs are subject fo impairment
assessment, defails of which are included in the accounting policies for impairment of financial assets.

Contract costs
Other than the costs which are capitalised as inventories, property, plant and equipment and intangible assefs, costs
incurred to fulfil a contract with a customer are capitalised as an asset if all of the following criteria are met:

(o) The costs relate directly to a confract or to an anticipated contract that the entity can specifically identify.

e costs generate or enhance resources of the entity that will be used in safisfying (or in continuing to satis
(b) Th fs g t h f th ity that will b d in satisfying (or i tinuing fo satisfy)
performance obligations in the future.

(c) The costs are expected fo be recovered.

The capitalised contract costs are amortised and charged fo the statement of profit or loss on a systematic basis that is
consistent with the pattern of the revenue to which the asset related is recognised. Other contract costs are expensed as
incurred.

Contract liabilities

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

Employee benefits

Pension schemes

The Group operates defined confribution Mandatory Provident Fund refirement benefit schemes (the “MPF Scheme”) under
the Mandatory Provident Fund Scheme Ordinance for those employees in Hong Kong who are eligible to participate.
Confributions are made based on a percentage of the employees’ basic salaries and are charged to the statement of
profit or loss as they become payable in accordance with the rules of the MPF Scheme. The assets of the schemes are
held separately from those of the Group in an independently administered fund.

The Group's employer mandatory confributions vest fully with the employees when contributed into the MPF Scheme
except for the Group's employer voluntary confributions, which are refunded to the Group when the employee leaves
employment prior fo the confributions vesting fully, in accordance with the rules of the MPF Scheme. When an employee
leaves the MPF Scheme prior to his/her interest in the Group’s employer contributions vesting fully, the ongoing
contributions payable by the Group will be reduced by the relevant amount of forfeited employer contributions.

The employees of the Group's subsidiaries which operate in Mainland China are required to participate in a central
pension scheme operated by the local municipal government. Contributions are made based on a cerfain percentage
of the participating employees’ salaries and are charged to the statement of profit or loss as they become payable in
accordance with the rules of the central pension scheme.
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Employee benefits (confinved)

Termination benefits

Termination benefits are recognised at the earlier of when the Group can no longer withdraw the offer of those benefits
and when the Group recognises restructuring costs involving the payment of termination benefits.

Borrowing costs

Borrowing costs directly atfributable o the acquisition, construction or production of qualifying assets, i.e., assets that
necessarily fake a substantial period of fime fo get ready for their intended use or sale, are capitalised as part of the cost
of those assets. The capitalisation of such borrowing costs ceases when the assets are substantially ready for their intended
use or sale. Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs capitalised. All other borrowing costs are expensed in the period
in which they are incurred. Borrowing costs consist of inferest and other cosfs that an enfity incurs in connection with the
borrowing of funds.

Dividends

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

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

Foreign currencies

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

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

In defermining the exchange rate on initial recognition of the related assef, expense or income on the derecognifion of
a non-monetary asset or non-monetary liability relating to an advance consideration, the date of initial transaction is the
date on which the Group initially recognises the non-monetary asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in advance, the Group defermines the transaction date for each
payment or receipt of the advance consideration.
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The functional currencies of certain subsidiaries and associates not operafing in Hong Kong are currencies other than
Hong Kong dollar. As at the end of the reporting period, the assets and liabilities of these entities are translated into Hong
Kong dollars at the exchange rates prevailing at the end of the reporting period and their statements of profit or loss are
translated info Hong Kong dollars at the weighted average exchange rates for the year.

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

For the purpose of the consolidated statement of cash flows, the cash flows of subsidiaries not operating in Hong Kong
are translated info Hong Kong dollars at the exchange rates ruling at the dates of the cash flows. Frequently recurring cash
flows of subsidiaries not operating in Hong Kong which arise throughout the year are translated info Hong Kong dollars af
the weighted average exchange rates for the year.

3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

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

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

Property lease classification — Group as lessor

The Group has entered info commercial property leases on its investment property porifolio. The Group has determined,
based on an evaluation of the ferms and conditions of the arrangements, such as the lease term not constituting a major
part of the economic life of the commercial property and the present value of the minimum lease payments not amounting
to substantially all the fair value of the commercial property, that it refains substantially all the significant risks and rewards
incidental to ownership incidental to these properties which are leased out and accounts for the contracts as operating
leases.

Significant judgement in determining the lease term of contracts with renewal options

The Group has several lease contracts that include termination options. The Group applies judgement in evaluating
whether or not to exercise the option to terminate the lease. That is, it considers all relevant factors that create an
economic incentive for it to exercise the termination. After the commencement date, the Group reassesses the lease term
it there is a significant event or change in circumstances that is within its control and affects its ability to exercise or not to
exercise the opfion fo terminate.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continved)

Judgements (continued)

Classification between investment properties and owner-occupied properties

The Group determines whether a property qualifies as an investment property, and has developed criteria in making that
judgement. Investment property is a property held to earn rentals or for capital appreciation or both. Therefore, the Group
considers whether a property generates cash flows largely independently of the other assets held by the Group. Some
properties comprise a portion that is held to earn rentals or for capital appreciation and another portion that is held for use
in the production or supply of goods or services or for administrative purposes. If these portions could be sold separately
or leased out separately under a finance lease, the Group accounts for the portions separately. If the portions could not
be sold separately, the property is an investment property only if an insignificant portion is held for use in the production
or supply of goods or services or for administrative purposes. Judgement is made on an individual property basis o
determine whether ancillary services are so significant that a property does not qualify as an investment property.

Estimation uncertainty

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

Provision for expected credit losses on trade receivables and contract assets
The Group uses a provision matrix to calculate ECLs for trade receivables and contract assets. The provision rates are
based on the invoice date for groupings of various customer segments that have similar loss patterns (i.e., by geography,

product type).

The provision matrix is inifially based on the Group's hisforical observed default rates. The Group will calibrate the matrix
to adjust the hisforical credit loss experience with forward-looking information. For instance, if forecast industry conditions
are expected fo deferiorate over the next year which can lead to an increased number of defaults, the historical default
rates are adjusted. At each reporting date, the historical observed default rates are updated and changes in the forward-
looking estimates are analysed.

The assessment of the correlation among historical observed default rates, forecast economic conditions and ECls is
a significant estimate. The amount of ECls is sensitive to changes in circumstances and forecast economic conditions.
The Group's historical credit loss experience and forecast of economic conditions may also not be representative of a
customer’s actual default in the future. The information about the ECLs on the Group's trade receivables and contract assets
are disclosed in nofes 19 and 20 fo the financial statements, respectively.

Provision for expected credit losses on loan receivables

Impairment of loan receivables is assessed on a 12-month ECL basis when there has been no significant increase in credit
risk since initial recognition. However, when there has been a significant increase in credit risk since origination, the
allowances will be based on the lifetime ECL. Assessment is done based on the Group's historical credit loss experience,
general conditions, extemal credit ratings and an assessment of both the current conditions at the reporting date as well as
the forecast of future conditions. The provision for ECls is sensitive fo changes in estimates. The information about the ECLs
on the Group's loan receivables is disclosed in note 21 to the financial statements.

Leases - Estimating the incremental borrowing rate

The Group cannot readily defermine the interest rate implicit in a lease, and therefore, it uses an incremental borrowing
rate ["IBR") to measure lease liabilities. The IBR is the rate of interest that the Group would have to pay to borrow over a
similar term, and with a similar security, the funds necessary o obtain an asset of a similar value fo the rightof-use asset in
a similar economic environment. The IBR therefore reflects what the Group “would have to pay”, which requires estimation
when no observable rafes are available (such as for subsidiaries that do not enter info financing transactions) or when it
needs fo be adjusted fo reflect the terms and conditions of the lease (for example, when leases are not in the subsidiary’s
functional currency). The Group estimates the IBR using observable inputs (such as market inferest rates| when available
and is required fo make certain enfity-specific estimates (such as the subsidiary’s stand-alone credit rafing).
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continved)

Estimation uncertainty (continved)

Provision for obsolete inventories

Management reviews the ageing analysis of inventories of the Group at the end of each reporting period, and makes
provision for obsolete and slow-moving inventory items identified that are no longer suitable for sale. Management estimates
the net realisable value for such inventories based primarily on the latest invoice prices and current market conditions. If
the market condition was to deferiorate so that the actual provision might be higher than expected, the Group would be
required fo revise the basis of making the provision and its future results would be affected.

Stage of completion of software development and system integration contracts

The Group recognises revenue and costs according fo the stage of completion of individual contracts. The stage of
completion is estimated by reference to the proportion of work completed to date to the estimated total work of the
relevant contract. Because of the nature of the activity undertaken in software development and system integration
confracts, the dafe at which the contract activity is enfered info and the date when the activity is completed usually fall info
different accounting periods. Management reviews and revises the estimates of both contract revenue and confract costs
for each contract as the contract progresses.

Fair value of investment properties and land and buildings

Investment properties and land and buildings are carried in the statement of financial position af their fair values. The fair
value was based on a valuation on the properties conducted by an independent firm of professionally qualified valuers using
property valuation techniques which involve making assumptions on certain market conditions. Favourable or unfavourable
changes to these assumptions would result in changes in the fair values of the Group's investment properties and land
and buildings and the corresponding adjustments to the gain or loss recognised in the statement of profit or loss and the
land and buildings revaluation reserve, respectively. Further details, including the key assumptions used for fair value
measurement and a sensitivity analysis, are given in nofes 12 and 13 fo the financial statements.

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicafors of impairment for all nonfinancial assets af the end of each
reporting period. Other nonfinancial assets are fested for impairment when there are indicators that the carrying amounts
may not be recoverable. An impairment exists when the carrying value of an asset or a cash-generating unit exceeds its
recoverable amount, which is the higher of its fair value less costs of disposal and its value in use. The calculation of the
fair value less costs of disposal is based on available data from binding sales transactions in an arm’s length transaction
of similar assefs or observable market prices less incremental costs for disposing of the asset. When value-in-use
calculations are undertaken, management must estimate the expected future cash flows from the asset or cash-generating
unit and choose a suitable discount rafe in order to calculate the present value of those cash flows.

Deferred tax assets

Deferred tax assets are recognised for unused fax losses and other deductible temporary differences to the extent that it
is probable that taxable profits will be available against which the losses and the deductible temporary differences can
be utilised. Significant management judgement is required fo determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of future taxable profits fogether with future tax planning strategies. The
tofal amount of unrecognised deductible temporary differences and unrecognised tax losses at 31 December 2019 was
approximately HK$389,059,000 (2018: HK$387,422,000). Further details are included in note 28 to the financial

statements.
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OPERATING SEGMENT INFORMATION

The Group is primarily engaged in the provision of software development, system integration and information product
distribution. Given that the chief operating decision maker of the Company considers that the Group's business is
operated and managed as a single segment, accordingly, no segment information is presented.

Geographical information
fa)  Revenue from external customers

2018
HK$'000
Mainland China 1,054,219
Hong Kong 3,246
Others 1,392
1,058,857

The revenue information above is based on the locations of the customers.

(b)  Non-current assets

2018
HK$'000
Mainland China 263,351
Hong Kong 221,111
Others 2,594
487,056

The non-current asset information above is based on the locations of the assets and excludes financial instruments,
deferred tax assefs and pledged deposits.

Information about major customers

During the year, there was no revenue derived from transactions with a single external customer which individually
accounted for 10% or more of the Group's revenue (2018: Nil).
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5. REVENUE, OTHER INCOME AND GAINS

An analysis of revenue is as follows:

Revenue from contracts with customers
Revenue from other sources
Rental income from investment property operating leases:
lease payments, including fixed payments

Revenue from contracts with customers
(i) Disaggregated revenue information

For the year ended 31 December 2019

2018
HK$'000

1,055,113

3,744

1,058,857

Type of goods or services
Sale of information products and software
Sale of software development and system infegration service

Total revenue from contracts with customers

Geographical markets
Mainland China
Others

Total revenue from contracts with customers

Timing of revenue recognition
Goods transferred at a point in fime
Services fransferred over fime

Total revenue from contracts with customers
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REVENUE, OTHER INCOME AND GAINS (continved)

Revenue from contracts with customers (continued)

(i)

Disaggregated revenue information (continued)

For the year ended 31 December 2018 Total
HK$'000

Type of goods or services

Sale of information products and software 800,663
Sale of software development and system infegration service 254,450
Total revenue from contracts with customers 1,055,113

Geographical markets

Mainland China 1,053,721
Others 1,392
Total revenue from contracts with customers 1,055,113

Timing of revenue recognition

Goods transferred at a point in fime 800,663
Services transferred over time 254,450
Total revenue from contracts with customers 1,055,113

The following table shows the amounts of revenue recognised in the current reporting period that were included
in the contract liabilities atf the beginning of the reporting period and recognised from performance obligations
satisfied in previous periods:

2018
HK$'000
Revenue recognised that was included in contract liabilities af the
beginning of the reporting period:
Sale of information products and software 72,120
Sale of software development and system integration service 12,193
84,313
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5. REVENUE, OTHER INCOME AND GAINS (continved)

Revenue from contracts with customers (continued)
(ii) Performance obligations
Information about the Group's performance obligations is summarised below:

Sale of information products and soffware

The performance obligation is satisfied upon delivery of information products and software and payment is
generally due within Q0 days from the invoice date, except for new customers, where payment in advance is
normally required. A cerfain percentage of payment is refained by customers until the end of the retention period as
the Group's entitlement fo the final payment is conditional on the safisfaction of the goods' quality by the customers
over a certain period as stipulated in the confracts.

Software development and system infegration services

The performance obligation is satisfied over fime as services are rendered and payment is generally due within 90
days from the invoice date. A cerfain percentage of payment is refained by customers unfil the end of the refention
period as the Group's entitlement 1o the final payment is conditional on the satisfaction of the service quality by the
cusfomers over a cerfain period as stipulated in the contracts.

The amounts of fransaction prices allocated fo the remaining performance obligations (unsatisfied or partially
unsatisfied) as at 31 December are as follows:

2018
HK$'000

Amounts expected fo be recognised as revenue:
Within one year 237,637
After one year 30,382
268,019

The amounts of transaction prices allocated fo the remaining performance obligations which are expected to be
recognised as revenue after one year relate to software development and system integration services, of which the
performance obligations are to be safisfied within three years. All the other amounts of transaction prices allocated
to the remaining performance obligations are expected to be recognised as revenue within one year. The amounts
disclosed above do not include variable consideration which is constrained.
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5. REVENUE, OTHER INCOME AND GAINS (confinued)

2018
HK$'000
Other income
Bank inferest income 6,124
Other interest income 25,138
Government grants (nofe) 58,102
Others 12,813
102,177
Gains
Fair value gains on investment properties 2,595
Gain on disposal of items of property, plant and equipment 6
Gain on deregistration of a subsidiary 890
3,491
105,668

Note:  Various government grants have been received for the sale of software approved by the PRC tax authority and the development of
software in Mainland China. The government grants have been recognised upon sales of approved software and completion of the
development of related software. There are no unfulfilled conditions or contingencies relating to these grants.
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6. (LOSS)/PROFIT BEFORE TAX

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

2018
NOTES HK$'000
Auditor's remuneration 2,460
Cost of inventories sold™* * 370,985
Cost of services provided* * 92,401
Depreciation of property, plant and equipment 12 17,878
Depreciation of rightof-use assets 14(a) -
Minimum lease payments under operating leases 16,751
lease payments nof included in the measurement of lease liabilities  14/c) -
Impairment/(reversal of impairment] of frade receivables and
contract assefs* 19/20 (1,319
Impairment/{reversal of impairment] of other receivables* 21 (575)
Loss on write-off of inventories* 2,024
Provision for obsolete inventories* * 4,690
Research and development costs:
Current year expenditure * 176,773
Employee benefit expenses (including directors” and chief
executive’s remuneration — note 8):
Wages and salaries 314,287
Pension scheme confributions™ * * 42,895
357,182
Foreign exchange differences, net* 7,635
Direct operating expenses (including repair and maintenance)
arising on renfaleaming investment properties 768
Fair value losses on financial assets at fair value through
profit or loss* 1,475

Fair value losses on investiment properties * 13

* These items are included in "Other expenses, net” in the consolidated statement of profit or loss.

*x These items are included in “Cost of sales” in the consolidated statement of profit or loss.

***% At 31 December 2019, the Group had no forfeited contributions available 1o reduce its contributions to the pension schemes in future

years (2018: Nil).
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/. FINANCE COSTS

An analysis of finance costs is as follows:

2018

HK$'000

Inferest on lease liabilities -
Inferest on bank borrowings 7,882
7,882

8. DIRECTORS" AND CHIEF EXECUTIVE'S REMUNERATION

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

2018

HK$'000

Fees 402
Other emoluments:

Salaries, allowances and benefits in kind 2,508

Performance related bonuses* 1,384

Pension scheme contributions 74

3,966

4,368

Certain executive directors of the Company are entitled to bonus payments which are defermined with reference to the performance of
the Group's operations.
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8. DIRECTORS" AND CHIEF EXECUTIVE'S REMUNERATION (continved)

(@)  Independent non-executive directors
The fees paid to independent non-executive directors during the year were as follows:

2018

HK$'000

Mr Li Fat Chung 138
Ms Wong Lam Kit Yee 132
Mr Chan Chung Kik, Lewis 132
402

There were no other emoluments payable fo the independent non-executive directors during the year (2018: Nil).

(b)  Executive directors

Salaries,
allowances  Performance Pension
and benefits related scheme Total
Fees in kind bonuses  contributions remuneration

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

2019

Mr Cheung Shuen Lung
Mr Shao Xing*

Ms Zuo Jin

Mr Cui Yun Tao!

Mr Xico Jian Guo?

Mr Hu Bin

Ms liao Hang

2018

Mr Cheung Shuen Lung - 1,437 -
Mr Shao Xing* - 1,071 1,384 - 2,455
Ms Zuo Jin - - - - -
Mr Cui Yun Tao - - - - -
Mr Hu Bin - - - - -
Ms Liao Hang - - - - -

- 2,508 1,384 74 3,066

# Mr Shao Xing is also the chief executive officer of the Group

Resigned on 4 April 2019 due to the intention of devoting more time for his commitments at Peking Founder

2 Appointed on 4 April 2019
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FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included one (2018: one) direcfor and the chief executive officer, details
of whose remuneration are sef out in note 8 above. Details of the remuneration of the remaining four (2018: four) highest
paid employees who are neither a director nor chief executive of the Company are as follows:

2018

HK$'000

Salaries, allowances and benefits in kind 4,217
Performance related bonuses 2,846
Pension scheme contributions 260
7,323

The number of non-director and non-chief executive, highest paid employees whose remuneration fell within the following
bands is as follows:

Number of employees

2018
HK$ 1,500,001 to HK$2,000,000 3
HK$2,000,001 to HK$2,500,000 1
HK$2,500,001 to HK$3,000,000 0
4
INCOME TAX
2018
HK$'000
Current = Hong Kong
Charge for the year 596
Current = Mainland China
Charge for the year 4,904
(Overprovision)/underprovision in prior years 1,613
Deferred (note 28) (6,147)
Total tax (credit)/charge for the year Q66

Hong Kong profits tax has been provided at the rate of 16.5% (2018: 16.5%) on the estimated assessable profits arising
in Hong Kong during the year, except for the first HK$2,000,000 of assessable profits for Founder Electronics (HK)
Limited which is taxed at the rate of 8.25% as Founder Electronics (HK) Limited elects the tworiered profits tax rafes in

2019 and 2018.
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10. INCOME TAX (continued)

Taxes on profits assessable in Mainland China have been calculated af the statutory PRC corporate income tax ["CIT")
rate of 25%. Certain subsidiaries of the Group are entitled to preferential tax treatments of reduction in the CIT rafe to

10% or 15%.

The share of tax atiributable to associates amounting fo negative HK$29,000 (2018: HK$42,000) is included in “Share
of profits/(losses) of associates” in the consolidated statement of profit or loss.

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

2018
HK$'000 %

(Loss)/profit before tax 88,477
Tax at the sfatutory fax rate 22,955 25.9
Lower tax rate for specific provinces or

enacted by local authority (15,994) (18.1)
Adjustment in respect of current fax of previous

periods 1,613 1.8
Effect on changes in fax rates 2,047) (2.3)
Profits and losses atiributable to associates 42 -
Income not subject fo tax (1,549) (1.7)
Expenses not deductible for tax 3,899 4.4
Research and development super deduction 9,577) (10.7)
Tax losses utilised from previous periods (1,409) (1.6)
Tax losses not recognised 3,033 3.4
Tax (credit)/charge af the Group's

effective rate Q66 1.7

11. (LOSS)/EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS
OF THE PARENT

The calculation of the basic loss/earnings per share amount is based on the loss/earnings for the year affributable to
ordinary equity holders of the parent, and the weighted average number of ordinary shares of 1,199,746,993 (2018:
1,199,746,993) in issue during the year.

The Group had no potentially dilutive ordinary shares in issue during the years ended 31 December 2019 and 2018.
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12. PROPERTY, PLANT AND EQUIPMENT

31 December 2019
At 31 December 2018
and at 1 January 2019:
Cost or valuation
Accumulated depreciation
and impairment

Net carrying amount

At 1 January 2019,
net of accumulated
depreciation
Additions
Disposals
Transfers fo investment properties
Surplus on revaluation
Depreciation provided
during the year [nofe 6)
Exchange realignment

At 31 December 2019,
net of accumulated
depreciation and impairment

At 31 December 2019:
Cost or valuation
Accumulated depreciation

and impairment

Net carrying amount
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12. PROPERTY, PLANT AND EQUIPMENT (continved)

Furniture,
fixtures Machinery
lond and leasehold and office and Motor
buildings  improvements equipment equipment vehicles Total

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

31 December 2018

At 31 December 2017
and at 1 January 2018:
Cost or valuation 339,660 12,184 47189 18,961 8,772 426,766
Accumulated depreciation

and impairment - (11,967) [41,957) (7,208 (6,215) (67,347)

Net carrying amount 339,660 217 5,232 11,753 2557 359,419
At 1 January 2018,

net of accumulated

depreciation 339,660 217 5,232 11,753 2,557 359,419
Additions - 4,682 6,974 5,506 248 17,410
Disposals - - (90) (3,759) - (3,849
Transfers (6,839 6,839 - - - -
Transfers from inventories - - - 220 - 220
Transfers fo invesiment properties (24,621) - - - - (24,621)
Surplus on revaluation 19,384 - - - - 19,384
Depreciation provided

during the year (nofe &) (10,524) (855) (4,129 [1,403) (967) (17,878)
Exchange realignment (11,754) - (354) (598) (Q0) (12,796)
At 31 December 2018,

net of accumulated

depreciation and impairment 305,306 10,883 7,633 11,719 1,748 337,289
At 31 December 2018:

Cost or valuation 305,306 17,225 47,940 17,507 8,682 396,660

Accumulated depreciation

and impairment - (6,342) (40,307) (5,788 (6,934) (59,371)

Net carrying amount 305,306 10,883 7,633 11,719 1,748 337,289
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12. PROPERTY, PLANT AND EQUIPMENT (continved)

The Group's land and buildings consist of one residential property and one commercial property in the PRC and certain
commercial properties and car parking spaces in Hong Kong. The directors of the Company have determined that the
land and buildings consist of three classes of asset, i.e., commercial properties, residential property and car parking
spaces, based on the nature, characteristics and risks of each property. The Group's land and buildings were revalued on
31 December 2019 based on valuations performed by LCH (Asia-Pacific] Surveyors Limited, independent professionally
qualified valuers, ot HK$298,216,000. Each year, the Group's management decides to appoint which external valuer to
be responsible for the external valuations of the Group’s land and buildings. Selection criteria include market knowledge,
repufation, independence and whether professional standards are maintained. The Group's management has discussions
with the valuer on the valuation assumptions and valuation results when the valuation is performed for annual financial
reporting.

Had these land and buildings been carried af hisforical cost less accumulated depreciation, their carrying amount would
have been approximately HK$ 18,300,000 (2018: HK$19,529,000).

At 31 December 2019 and 2018, none of the Group's land and buildings was pledged to secure general banking
facilities granted to the Group (note 27).

Fair value hierarchy
The following fable illustrates the fair value measurement hierarchy of the Group's land and buildings:

Recurring fair value measurement for:

Commercial properties
Residential property
Car parking spaces
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12. PROPERTY, PLANT AND EQUIPMENT (continved)

Fair value hierarchy (continued)

Fair value measurement as at

31 December 2018 using

Quoted

prices in Significant Significant

acfive observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
Recurring fair value measurement for: HK$'000 HK$'000 HK$'000 HK$'000
Commercial properties - - 63,229 63,229
Residential property - - 235,072 235,072
Car parking spaces - - 7,005 7,005
- - 305,306 305,306

During the year, there were no transfers of fair value measurements between Llevel 1 and Level 2 and no fransfers into or
out of Level 3 (2018: Nil).

Reconciliation of fair value measurements categorised within Level 3 of the fair value hierarchy:

Commercial Residential Car parking

properties property spaces

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

Carrying amount at 1 January 2018 84,685 248,615 6,360
Net gain from a fair value adjustment recognised in

other comprehensive income 11,844 6,683 857

Transfer to leasehold improvements (6,839) - -

Transfers fo investment properties (23,860) (761) -

Depreciation provided during the year (2,601) 7,711 (212)

Exchange realignment - (11,754) -

Carrying amount at 31 December 2018
and 1 January 2019

Net gain from a fair value adjustment recognised in
other comprehensive income

Transfers to invesiment properties

Depreciation provided during the year

Exchange realignment

Carrying amount af 31 December 2019
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PROPERTY, PLANT AND EQUIPMENT (continved)

Fair value hierarchy (continued)
Below is a summary of the valuation techniques used and the key inputs to the valuation of land and buildings:

Valuation Significant
techniques unobservable inputs Range or weighted average
2018
Commercial properties Market approach Adjustment on market 47 7% 10 19.2%

unit price (per s.q.m.)

Residential property Market approach Adjustment on market -16.0% 10 =3.7%

unit price (per s.q.m.)

Income approach Adjustment on market -13.8% to —7.0%

rental (per s.q.m.
and per month)

1.0%to 1.3%

Capitalisation rafe

Car parking spaces Market approach Adjustment on market -15.2% 10 11.4%

unit price (per s.q.m.)

Under the market approach, fair value is estimated based on the unit prices of comparable properties with certain
adjustments made to reflect the differences in location, neighbourhood, environment, facilities, etc. 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. Physical, locational and
economical characteristics are important criteria fo be analysed when comparing such comparable properties against the
subject properties.

The adjustment on the market unit price is determined by referring to the differences of the subject properties against
the comparable properties in terms of time, building facilities, floor, view, size, loading and the listing nature of the
comparable properties.

A significant increase/(decrease] in the unit price of comparable properties in isolation would result in a significant
increase/(decrease] in the fair value of the land and buildings. A significant increase/(decrease) in a positive adjusiment
or a significant decrease/|increase) in a negative adjustment on the unit price would result in a significant increase,/
[decrease] in the fair value of the land and buildings.

Under the income approach, fair value is estimated by capitalising the adjusted market rental income at an adjusted
market capitalisation rate. Market renfal and the market capitalisation rate are determined by making reference to market
listing prices and rentals of comparable properties.

The adjustment on market rental is determined by referring to the differences of the subject property against the

comparable properties in terms of building facilities, size, floor and the listing nature of the comparable properties. The
adjustment on the market capitalisation rate is determined by referring to the class of comparable properties.
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12. PROPERTY, PLANT AND EQUIPMENT (continved)

Fair value hierarchy (continued)

A significant increase/(decrease) in market rental in isolation would result in a significant increase/(decrease) in the fair
value of the land and buildings. A significant increase/(decrease) in a positive adjustment or a significant decrease/
[increase) in a negative adjustment on market rental would result in a significant increase/(decrease] in the fair value of
the land and buildings. A significant increase/(decrease) in the capitalisation rate in isolation would result in a significant
decrease/[increase) in the fair value of the land and buildings. A significant increase/(decrease] in the adjustment to the
capitalisation rate in isolation would result in a significant decrease/(increase) in the fair value of the land and buildings.

13. INVESTMENT PROPERTIES

2018

HK$'000

Carrying amount at 1 January 117,879
Net (losses)/gains from a fair value adjustment 2,595
Additions 2,476
Transfers from property, plant and equipment 24,621

Exchange realignment (348)
Carrying amount at 31 December 147,223

The Group's investment properties consist of certain commercial properties, residential properties and car parking spaces
in Hong Kong and one commercial property and one residential property in the PRC. The directors of the Company
have determined that the investment properties consist of three classes of asset, i.e., commercial, residential and car
parking spaces, based on the nature, characteristics and risks of each property. The Group's investment properties were
revalued on 31 December 2019 based on valuations performed by LCH [Asia-Pacific) Surveyors Limited, independent
professionally qualified valuers, at HK$146,184,000. Each year, the Group’s management decides fo appoint which
external valuer o be responsible for the external valuations of the Group's investment properties. Selection criteria
include market knowledge, reputation, independence and whether professional standards are maintained. The Group's
management has discussions with the valuer on the valuation assumptions and valuation results when the valuation is
performed for annual financial reporting.

The investment properties are leased to third parties under operating leases, further defails of which are included in note
14 1o the financial statements.

At 31 December 2019, certain of the Group's investment properties with a carrying value of approximately
HK$76,279,000 (2018: HK$79,020,000) were pledged to secure general banking facilities granted to the Group [note
27).

Further particulars of the Group's investment properties are included on pages 146 to 147 of the annual report.
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13, INVESTMENT PROPERTIES (continved)

Fair value hierarchy
The following fable illustrates the fair value measurement hierarchy of the Group's investment properties:

Recurring fair value measurement for:

Commercial properties
Residential properties
Car parking spaces

Fair value measurement as at

31 December 2018 using

Quoted
prices in Significant Significant
active observable unobservable
markets inputs inpufs
[Level 1) (Level 2) (Level 3) Total
Recurring fair value measurement for: HK$'000 HK$'000 HK$'000 HK$'000
Commercial properties - - 121,443 121,443
Residential properties - - 22,525 22,525
Car parking spaces - - 3,255 3,255

- - 147,223 147,223

During the year, there were no transfers of fair value measurements between level 1 and level 2 and no transfers info or
out of Llevel 3 (2018: Nlil).
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13, INVESTMENT PROPERTIES (continved)

Fair value hierarchy (continued)
Reconciliation of fair value measurements categorised within Level 3 of the fair value hierarchy:

Commercial Residential Car parking

properties properties spaces

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

Carrying amount at 31 December 2018 Q4,569 20,330 2,980
Net gains from a fair value adjustment recognised in

other income and gains in profit or loss 886 1,434 275

Transfers from property, plant and equipment (nofe 12) 23,860 761 -

Additions 2,476 - -

Exchange realignment (348) - -

Carrying amount at 31 December 2018
and 1 January 2019

Net gains/(losses) from a fair value adjustment
recognised in profit or loss

Transfers from property,
plant and equipment fnote 12)

Exchange realignment

Carrying amount af 31 December 2019

Below is a summary of the valuation techniques used and the key inputs to the valuation of invesiment properties:

Valuation Significant
techniques unobservable inputs Range
2018
Commercial properties Investment approach  Adjustment on market -33.3% 10 19.2%
unit price (per s.q.m.)
Adopted yield 2.8% 10 6.7%
Market approach Adjustment on market -1.7%1019.2%

unit price (per s.q.m.)

Residential properties Investment approach  Adjustment on market -20.0% to 13.6%
unit price (per s.q.m.)

Adopted yield 2.0% 1o 2.7%

Market approach Adjustment on market —-46.6% to =12.6%

unit price (per s.q.m.)

Car parking spaces Investment approach  Adjustment on market =12.1% 10 -0.9%
unit price (per s.q.m.)
Adopted yield 2.1% 10 2.8%
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INVESTMENT PROPERTIES (continved)

Fair value hierarchy (continved)
Under the investment approach, fair value is estimated by capitalising the current rental income and the reversionary value
of the properties affer tenancies expire and by referring to market sales transactions after making relevant adjustments.

The adjustment on the market unit price is defermined by referring to the differences of the subject properties against
the comparable properties in terms of time, size, view, floor and floor loading. The yields adopted are determined
by referring fo the current yields of the subject properties and the market yields published by the Rating and Valuation
Department regarding the respective property types.

A significant increase/|decrease) in the market unit price in isolation would result in a significant increase/(decrease)
in the fair value of the investment properties. A significant increase/(decrease] in a positive adjustment or a significant
decrease/increase) in a negative adjustment on the market unit price would result in a significant increase/(decrease]
in the fair value of the investment properties. A signiﬁcont increase/(decrease) in the \/ie|d in isolation would result in a
significant decrease/(increase) in the fair value of the investment properties.

Under the market approach, fair value is estimated based on the unit prices of comparable properties with certain
adjustments made fo reflect the differences in location, neighbourhood, environment, facilities, efc. 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 af a fair comparison of capital values. Physical, locational and
economical characterisfics are important criferia fo be analysed when comparing such comparable properties against the

subject properties.
The adjustment on the market unit price is determined by referring to the differences of the subject properties against

the comparable properties in terms of time, building facilities, floor, view, size, loading and the listing nature of the

comparable properties.
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14. LEASES

The Group as a lessee
The Group leases certain of its offices and warehouse properties under operating lease arrangements, which are
negotiated for terms ranging from six months fo three years.

(a)  Right-of-use assets
The carrying amounts of the Group's rightof-use assets and the movements during the year are as follows:

As at 1 January 2019
Additions

Depreciation charge
Exchange realignment

As at 31 December 2019

(b) Lease liabilities
The carrying amount of lease liabilities and the movements during the year are as follows:

Carrying amount af 1 January

New leases

Accretion of inferest recognised during the year
Payments

Exchange realignment

Carrying amount as af 31 December

Analysed into:
Current portion
Non-current portion

The maturity analysis of lease liabilities is disclosed in note 38 to the financial statements.
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14. [EASES [continued)
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The Group as a lessee (continved)
fc)  The amounts recognised in profit or loss in relation fo leases are as follows:

Inferest on lease liabilities

Depreciation charge of rightof-use assets

Expense relafing fo shorterm leases and other leases with
remaining lease terms ended on or before 31 December 2019

Total amount recognised in profit or loss

(d)  The total cash outflow for leases are disclosed in note 32(b) to the financial statements.
e} The Group has no termination options expected fo be exercised.

The Group as a lessor

The Group leases its investment properties (note 13) under operating lease arrangements. The terms of the leases
generally also require the tenants fo pay security deposits. Rental income recognised by the Group during the year was
HK$4,595,000 (2018: HK$3,744,000), details of which are included in note 5 to the financial statements.

At 31 December 2019, the undiscounted lease payments receivable by the Group in future periods under non-
cancellable operating leases with its tenants are as follows:

2018

HK$'000

Within one year 3,504
In the second fo fifth years, inclusive 873
4,377
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15, INVESTMENTS IN ASSOCIATES

2018

HK$'000

Share of net assets 2,513
Due from associates 31
2,544

The amounts due from associates are unsecured, inferestree and repayable on demand. In the opinion of the directors,
the amounts due from associates are unlikely to be repaid in the foreseeable future and are considered as part of the
Group's net investments in the associates. There was no recent history of default and past due amounts for loans to
associates. As at 31 December 2019 and 2018, the loss allowance was assessed to be minimal.

The Group's shareholdings in the associates are held through certain wholly-owned subsidiaries of the Company.

The following table illusirates the aggregate financial information of the Group's associates that are not individually
material:

2018

HK$'000

Share of the associates’ profits /(loss) for the year (209)
Share of the associates’ other comprehensive losses (677)
Share of the associates’ total comprehensive income/(loss) (886)
Aggregate carrying amount of the Group's investments in associates 2,544
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16.
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EQUITY INVESTMENTS AT FARR VALUE THROUGH OTHER COMPREHENSIVE
INCOME

2018
HK$'000
Equity investments at fair value through
other comprehensive income
Listed equity investments, at fair value:
PUC Berhad 6,709

The above equity investments were irrevocably designated at fair value through other comprehensive income as the Group
considers these investments to be strategic in nature.

During the year ended 31 December 2019, the gross loss in respect of the Group's equity investments at fair value
through other comprehensive income recognised in other comprehensive income amounted to HK$4,115,000 (2018:

HK$12,995,000).

INTANGIBLE ASSETS
Patents and Development
acquired expenditure on
software media software Total
HK$'000 HK$'000 HK$'000
At 31 December 2018
Cost 2,272 10,259 12,531
Accumulated amortisation
and impairment (2,272) (10,259 (12,531)

Net carrying amount - _ _

At 31 December 2019
Cost
Accumulated amortisation
and impairment

Net carrying amount
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18. INVENTORIES

2018

HK$'000

Trading stocks 93,569

19. TRADE AND BILLS RECEIVABLES

2018

HK$'000

Trade receivables 141,201

Bills receivable 27,715
Impairment (29,216)
139,700

The Group's frading ferms with its customers are mainly on credit, except for new cusfomers, where payment in advance is
normally required. Payment is generally due within 9O days from the invoice date. Each customer has a maximum credit
limit. The Group seeks to mainfain strict control over its oufstanding receivables. Overdue balances are reviewed regularly
by senior management. In view of the aforementioned and the fact that the Group's trade receivables relate to a large
number of diversified customers, there is no significant concentration of credit risk. The Group does not hold any collateral
or other credit enhancements over its trade and bills receivable balances. Trade and bills receivables are non-interest-
bearing.

Included in the Group's trade and bills receivables are amounts due from Peking Founder Group of HK$11,413,000
(2018: HK$12,304,000), which are repayable on credit terms similar to those offered 1o the major customers of the
Group.

An ageing analysis of the trade receivables and bills receivable, based on the invoice date or bills receipt date and net
of loss allowance, is as follows:

2018

HK$'000

Within 6 months 111,440
7 to 12 months 10,476
13 to 24 months 7,492
Over 24 months 10,292
139,700
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19. TRADE AND BILLS RECEIVABLES (continued)
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The movements in the loss allowance for impairment of trade receivables are as follows:

2018

HK$'000

At beginning of year 30,248
Impairment losses, nef (nofe &) 824
Amount written off as uncollectible (638)
Exchange realignment (1,218)
At end of year 20,216

An impairment analysis is performed at each reporting date using @ provision matrix fo measure expected credit losses.
The provision rates are based on the ageing of groupings of various customer segments with similar loss patterns (i.e., by
geographical region, product type). The calculation reflects the probability-weighted outcome, the time value of money
and reasonable and supportable information that is available af the reporting date about past events, current conditions
and forecasts of future economic conditions. The increase in the loss allowance of HK$ 11,456,000 was a result of an
increase in frade receivables of all age groups. The individually impaired trade receivables related to customers that were
creditimpaired or in default payments and no receivable is expected to be recovered.

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

As at 31 December 2019

Impairment of credit loss assessed
by credit risk portfolio

Expected credit loss rate
Gross carrying amount (HK$'000)
Expected credit losses (HK$'000)

Impairment of credit loss assessed individually
Expected credit loss rate

Gross carrying amount (HK$'000)
Expected credit losses (HK$'000)
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19. TRADE AND BILLS RECEIVABLES (continved)
As at 31 December 2018

Ageing
Less than 7to 12 13 10 24 Over
6 months months months 24 months Total
Expected credit loss rate 2.57% 11.84% 26.61% 68.98% 20.69%
Gross carrying amount (HK$'000) 85,933 11,883 10,209 33,176 141,201
Expected credit losses (HK$'000) 2,208 1,407 2717 22,884 20216

Transferred financial assets that are derecognised in their entirety

At 31 December 2019, the Group endorsed cerfain bills receivable accepted by banks in Mainland China (the
"Derecognised Bills") to certain of its suppliers in order to sefile the trade payables due to such suppliers with a carrying
amount in aggregate of RMB1,378,000 (equivalent to HK$1,535,000) (2018: RMB 1,650,000 (equivalent to
HK$1,874,400)). The Derecognised Bills had a maturity of one to twelve months at the end of the reporting period.
In accordance with the Law of Negotiable Instruments in the PRC, the holders of the Derecognised Bills have a right
of recourse against the Group if the PRC banks default (the “Continuing Involvement”). In the opinion of the directors,
the Group has transferred substantially all risks and rewards relating to the Derecognised Bills. Accordingly, it has
derecognised the full carrying amounts of the Derecognised Bills and the associated trade payables. The maximum
exposure fo loss from the Group’s Continuing Involvement in the Derecognised Bills and the undiscounted cash flows fo
repurchase these Dwerecognised Bills is equal to their carrying amounts. In the opinion of the directors, the fair values of
the Group's Continuing Involvement in the Derecognised Bills are not significant.

During the year ended 31 December 2019, the Group has not recognised any gain or loss on the date of fransfer of
the Derecognised Bills. No gains or losses were recognised from the Continuing Involvement, both during the year or
cumulatively. The endorsement has been made evenly throughout the year.

20. CONTRACT ASSETS

31 December 1 January
2018 2018
HK$'000 HK$'000
Confract assets arising from:

Sale of software development and
system integration services 31,022 34,255
Sale of information products and software 30,874 33,063
61,896 67,318
Impairment (16,893) (19,804)
45,003 47 514
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Included in the Group's contract assets as af 31 December 2018 were amounts due from Peking Founder Group of

approximately HK$5,224,000.

Contract assets are initially recognised for revenue eamned from the sale of information products and software and the
provision of software development and system integration services as the receipt of consideration is conditional on
successful delivery of goods or completion of services. Included in contfract assets for the sale of information products and
software, and the provision of software development and system integration services are also retention receivables. Upon
delivery of goods or services and accepfance by the customer, the amounts recognised as contract assets are reclassified
fo trade receivables. The decrease in contract assets in 2019 and 2018 was the result of the decrease in the ongoing
sale of information products and software and the provision of software development and system infegration services af
the end of each of the years.

During the year ended 31 December 2019, an allowance of HK$3,044,000 (2018: HK$2,143,000) was reversed
for expected credit losses on contract assets. The Group's trading terms and credit policy with customers are disclosed in

note 19 in the financial statements.

The expected fiming of recovery or setflement for confract assets as at 31 December is as follows:

2018

HK$'000

Within one year 35,244

After one year 26,652

Total contract assets 61,896
The movements in the loss allowance for impairment of contract assets are as follows:

2018

HK$'000

At beginning of year 19,804

Reversal of impairment losses, net (nofe 6) (2,143)

Amount writfen off -

Exchange realignment (768)

At end of year 16,893
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20. CONTRACT ASSETS (continved)

An impairment analysis is performed at each reporting dafe using a provision matrix to measure expected credit losses.
The provision rafes for the measurement of the expected credit losses of the confract assets are based on those of the
trade receivables as the contract assets and the trade receivables are from the same customer bases. The provision rates
of contract assets are based on the ageing of trade receivables for groupings of various customer segments with similar
loss patterns (i.e., by geographical region, product type]. The calculation reflects the probability-weighted outcome, the
time value of money and reasonable and supportable information that is available at the reporting date about past events,
current conditions and forecasts of future economic condifions.

Set out below is the information about the credit risk exposure on the Group's contract assets using a provision matrix:

2018

Expected credit loss rate 27.3%
Gross carrying amount (HK$'000) 61,896
Expected credit losses (HK$'000) 16,893

2 1. PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

2018

HK$'000

Prepayments 28,568
Deposits and other receivables 27,979
Loan receivables 421,263
477,810

Impairment allowance

— Deposits and other receivables (5,219)

— loan receivables (Note) -
472,591
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PREPAYMENITS, OTHER RECEIVABLES AND OTHER ASSETS (continued)

The movements in the loss allowance for impairment of deposits, other receivables and loan receivables are as follows:

2018

NOTE HK$'000

At beginning of year 6,313
Impairment/(reversal of impairment] losses recognised 6 (575)
Amount written off as uncollectible (143)
Exchange realignment (376)
At 31 December 5,219

Deposits and other receivables mainly represent rental deposits and deposits with customers. Expected credit losses are
estimated by applying a loss rate approach with reference to the historical loss record of the Group. The loss rafe is
adjusted to reflect the current conditions and forecasts of future economic conditions, as appropriate.

Note:  As at 31 December 2019, an entrusted loan receivable in the principal amount of RMB370,000,000 (approximately
HK$412,180,000) and the related interest amount of RMBS5,591,000 (equivalent to approximately HK$6,228,000) (collectively the
"Outstanding Entrusted Loan”) were receivable from Peking Founder. On 18 February 2020, the Company received a notification letter
from Peking Founder, regarding a nofice received by Peking Founder from The First Intermediate People’s Court of Beijing (the “Court”).
According fo such notice, Bank of Beijing Co., Lid. applied to the Court for a resfructuring of Peking Founder. On 19 February 2020,
according fo the civil order and decision letter received by Peking Founder from the Court, the Court decided to accept the application
made by Bank of Beijing Co., lid. for the inifiation of restructuring procedure against Peking Founder and appointed Peking Founder's
liquidation team as the administrator of Peking Founder. On 3 March 2020, the Company declared the Outstanding Entrusted Loan
became due. According to the relevant laws and regulations about judicial resfructuring, Peking Founder is not allowed to sefile individual
debts during the restructuring period, including the Outstanding Entrusted Loan. Considering the deterioration of financial and repayment
ability of Peking Founder and the possibility of recovering the balances, the management of the Company defermined the recoverability
was remote, therefore, full provision for impairment was made on the Outstanding Entrusted Loan.

As at 31 December 2019, loan receivables in the principal amount of RMB®,000,000 (equivalent to approximately HK$10,026,000)
and the related interest amount of RMB14,000 (equivalent to approximately HK$16,000) were receivables from Peking Founder
Handwriting Digital Technology Co., lid (“Founder Handwriting”), which were guaranteed by Peking University Founder Information
Industry Group Co., Lid. ["PKU Founder Information”). Both Founder Handwriting and PKU Founder Information are subsidiaries of Peking
Founder. After considering the operating and financial position of Founder Handwriting and PKU Founder Information, full provision for
impairment was made on prudence basis.

Principal amount of RMB377,000,000 (equivalent to approximately HK$419,978,000) and related inferest amount of RMB5,605,000

lequivalent to approximately HK$6,244,000) included in the above balances are under the confinuing connected transaction as set out
in the report of the directors.
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22.

23.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2018

HK$'000

Listed equity investmentfs, af fair value 293
Listed derivative investments, at fair value 510
803

The above equity and derivative investments at 31 December 2019 were classified as financial assets at fair value
through profit or loss as they were held for trading.

CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

2018

HK$'000

Cash and bank balances 415,818
Time deposits 145,281
561,099

less: Pledged time deposits

Pledged for long term letters of guarantee (4,804)
Pledged for short term letters of guarantee (8,073)
Cash and cash equivalents 548,222

At the end of the reporting period, the cash and cash equivalents of the Group denominated in Renminbi ["RMB’)
amounted to approximately HK$392,945,000 (2018: HK$380,813,000). The RMB is not freely convertible info other
currencies, however, under Mainland China’s Foreign Exchange Control Regulations and Administration of Setlement,
Sale and Payment of Foreign Exchange Regulations, the Group is permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.

Cash af banks eamns interest at floating rafes based on daily bank deposit rates. Short term time deposits are made for
varying periods of between seven days and six months depending on the immediate cash requirements of the Group, and
earn inferest at the respective short term time deposit rates. The bank balances and pledged deposits are deposited with
creditworthy banks with no recent history of default.
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25.
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TRADE AND BILLS PAYABLES

An ageing analysis of the trade and bills payables as at the end of the reporting period, based on the invoice date or
bills payment date, is as follows:

2018

HK$'000

Within 6 months 62,275
7 to 12 months 1,201
13 to 24 months 882
Over 24 months 5,629
69,987

Included in the Group's trade and bills payables are amounts due to Peking Founder Group of approximately
HK$ 1,757,000 (2018: HK$1,410,000), which are repayable on credit terms similar to those offered by the related

companies fo their major customers.

The trade payables are non-interestbearing and are normally sefled on terms of 15 to 90 days.

CONTRACT LIABILITIES

Details of contract liabilities as at 31 December 2019 and 31 December 2018 are as follows:

31 December 1 January

2018 2018

HK$'000 HK$'000

Sale of information products and software 63,588 104,489
Sale of software development and

sysfem integration services 22,785 19,247

86,373 123,736

Contract liabilities include shortterm advances received for delivery of information products and software and rendering
of software development and system infegration services and amounts due fo contract customers. The decrease in contract
liabilities in 2019 and 2018 was mainly due fo the decrease in the sale of software development and system integrafion
services at the end of the year.

Included in the Group's shortterm advances as at 31 December 2019 are amounts from Peking Founder Group of

approximately HK$ 1,286,000 (2018: HK$1,400,000).
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26. OTHER PAYABLES AND ACCRUALS

2018
HK$'000
Accrued salaries and bonuses 109,763
Subcontracting fee 47,017
Other tax payables 28,153
Deferred revenue 27,919
Due to Peking Founder Group 13,566
Others 19,715
246,133
Other payables are non-interestbearing and have an average term of three months.
27 . INTEREST-BEARING BANK BORROWINGS
2018
Effective
interest rate
(%) Maturity HK$'000
Current
Bank loans — unsecured 4.61-5.48 2019 111,258
Bank loans - secured 5.66 2019 9,656
Bank loans — secured HIBOR+2.8  On demand 40,000
160,914
2018
HK$'000
Analysed into:
Bank loans repayable:
Within one year or on demand 160,914
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27. INTEREST-BEARING BANK BORROWINGS (confinved)

Nofes:

(a) As at 31 December 2019, the unsecured bank loans of approximately HK$107,093,000 (2018: HK$111,258,000) were
guaranteed by Peking Founder.

(b) As at 31 December 2018, secured bank loans of approximately HK$9,656,000 were guaranteed by Peking Founder.
[c) The Group's trade finance facilities and secured bank loans at the end of 2018 were secured by:

(i) charges over certain of the Group's investment properties which had an aggregate carrying value at the end of the reporting
period of approximately HK$79,020,000; and

(ii) the pledge of certain of the Group's time deposits amounting to approximately HK$12,877,000.

(d) The Group's bank borrowings with a carrying amount of HK$107,093,000 (2018: HK$120,914,000) were denominated in RMB
and no bank borrowings (2018: HK$40,000,000) were denominated in Hong Kong dollars.

28. DEFERRED TAX

The movements in deferred tax assets and liabilities during the year are as follows:

Losses
Temporary  Accelerated available for  Impairment
difference on  amortisation offsetting of
Revaluation depreciation of infangible ~ Accrued future taxable loan
of properties of properties assefs  expenses profits  receivables Others Total

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

At T January 2018 (71,138] 5,752 1,767 501 4,353

[58,765)

Deferred tax credited,/

[charged) fo the statement

of profit or loss for

ihe vear [nofe 10) - 1,807 (196 2314 1,823 - 390 6,147
Deferred tax charged fo other

comprehensive income

during the year (3,490 - - - - - - (3,490
Exchange realignment 3,330 (44¢) (78) (121) - - (17) 2,668
At 31 December 2018 and

1 January 2019
Deferred tax credited,/

[charged) fo the siatement
of profit or loss for
the vear [nofe 10)
Deferred tox charged fo other
comprehensive income
during the year
Exchange realignment

At 31 December 2019
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28. DEFERRED TAX [continued)

For presentation purposes, af the end of the reporting period, cerfain deferred tax assets and liabilities have been offset
in the statement of financial position. The following is an analysis of the deferred tax balances of the Group for financial
reporting purposes:

2018
HK$'000
Net deferred tax assefs recognised in the consolidated
statement of financial position 4,569
Net deferred tax liabilities recognised in the consolidated
statement of financial position (58,009)
(53,440
Deferred tax assets have not been recognised in respect of the following ifems:
2018
HK$'000
Tax losses 310,369
Deductible femporary differences 77,053
387,422

The Group has tax losses arising in Hong Kong of approximately HK$309,883,000 (2018: HK$308,970,000), that
are available indefinitely for offsetting against future taxable profits of the companies in which the losses arose. As at 31
December 2018, the Group had fax losses arising in Mainland China of HK$ 1,399,000 that will expire in one fo five
years for offsetting against future taxable profits. Deferred tax assefs have not been recognised in respect of these losses
and other deductible temporary differences as they have arisen in subsidiaries that have been losssmaking for some time
and it is not considered probable that taxable profits will be available against which the tax losses can be utilised.

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

At 31 December 2019, no deferred tax has been recognised for withholding taxes that would be payable on the
unremitted eamings that are subject to withholding taxes of the Group's subsidiaries established in Mainland China. In
the opinion of the directors, it is not probable that these subsidiaries will distribute such eamnings in the foreseeable future.
The aggregate amount of temporary differences associated with investments in subsidiaries in Mainland China for which
deferred tax liabilifies have not been recognised tofalled approximately HK$245,730,000 at 31 December 2019 (2018:
HK$392,354,000).

There are no income fax consequences attaching to the payment of dividends by the Company fo its shareholders.
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29.

30.
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SHARE CAPITAL

Shares
2018
HK$'000
Authorised:
2,100,000,000 (2018: 2,100,000,000)
ordinary shares of HK$0.10 each 210,000
Issued and fully paid:
1,199,746,993 (2018: 1,199,746,993)
ordinary shares of HK$0.10 each 119,975

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”) for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Group's operations. Eligible participants of the Scheme include
the Company’s directors, including independent non-executive directors, senior management, employees of the Group,
any substantial shareholders or any companies controlled by a substantial shareholder, any one or entity, who in the sole
opinion of the Board, has contributed or will contribute to the Group or any substantial shareholder. The Scheme became
effective on 31 May 2016 and, unless otherwise cancelled or amended, will remain in force for 10 years from that date.

The maximum number of unexercised share options currently permitied to be granted under the Scheme is an amount
equivalent, upon their exercise, to 10% of the shares of the Company in issue at any time. The maximum number of shares
issuable under share options o each eligible participant in the Scheme within any 12-month period is limited to 1% of
the shares of the Company in issue unless [i] a circular is despatched to the shareholders; |ii) the shareholders approve
the grant of the share options in excess of the 1% limit referred to in this paragraph; and (iii) the relevant eligible person
and his associates shall abstain from voting. The number and terms (including the exercise price) of share options to be
granted to such eligible person(s) must be fixed before shareholders” approval.

Share options granted to a director, chief executive or substantial shareholder of the Company, or to any of their associates,
are subject to approval in advance by the independent non-executive directors. In addition, any share options granted
fo a substantial shareholder or an independent non-executive director of the Company, or to any of their associates,
in excess of 0.1% of the shares of the Company in issue at any fime or with an aggregate value [based on the price
of the Company’s shares at the date of grant) in excess of HK$5 million, within any 12-month period, are subject fo
shareholders’ approval in advance in a general meeting.
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30.

SHARE OPTION SCHEME [continued)

The offer of a grant of share options may be accepted within 30 days inclusive of the day on which such offer was made,
upon payment of a nominal consideration of HK$1 in total by the grantee. The exercise period of the share options
granted is deferminable by the directors, and commences on such date or after the date on which the share option is
granted as the board may determine in granting the share options and expires at the close of business on such date as
the board may determine in granting the share options but in any event shall not exceed 10 years from the date of grant
(which is the date of offer of grant if the offer for the grant of the share option is accepted).

There is no specified minimum period under the Scheme for which a share option must be held or the performance farget
which must be achieved before a share option can be exercised under the terms of the Scheme.

The exercise price of share options is deferminable by the directors, but may not be less than the higher of (i) the Stock
Exchange closing price of the Company's shares on the date of offer of the share options; and [ii) the average Stock
Exchange closing price of the Company’s shares for the five trading days immediately preceding the date of offer.

Share options do not confer rights on the holders to dividends or to vote at shareholders” meetings.

No share options were granted during the years ended 31 December 2019 and 2018 and there were no outstanding
options as af 31 December 2019 and 2018.

RESERVES

The amounts of the Group's reserves and the movements therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 64 to 65 of the financial statements.

The Group's contributed surplus represents the excess of the nominal value of the shares and the share premium account of
Founder HK acquired pursuant to the Group reorganisation on 31 March 2000 over the nominal value of the Company's
shares issued in exchange therefor.

In accordance with the relevant PRC regulations, each of the Group's PRC subsidiaries is required fo transfer not less than
10% of its profit affer tax, as defermined in accordance with PRC accounting standards and regulations, to the general
reserve until such reserve reaches 50% of its registered capital. The quantum of the annual transfer is subject fo the
approval of the board of directors of each PRC subsidiary in accordance with its articles of association. During the year
of 2018, certain of the Group’s PRC subsidiaries transferred HK$12,055,000, which represented 10% of their profit
after tax as determined in accordance with the PRC accounting standards, to the general reserve.
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32. NOTES TO THE CONSOLDATED STATEMENT OF CASH FLOWS
(@)  Changes in liabilities arising from financing activities
2019

At 31 December 2018
Effect of adopfion of HKFRS 16

At 1 January 2019 (restated)

Changes from financing cash flows

New leases

Interest expense

Inferest paid classified as operating cash flows
Foreign exchange movement

At 31 December 2019

2018
Inferestbearing
bank borrowings
HK$'000
At 1 January 2018 161,119
Changes from financing cash flows 5,678
Foreign exchange movement (5,883)
At 31 December 2018 160,914

(b)  Total cash outflow for leases
The total cash outflow for leases included in the statement of cash flows is as follows:

Within operafing acfivities
Within financing acfivifies
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33. CONTINGENT LIABILITIES
At the end of the reporting period, the Group did not have any significant contingent liabilities (2018: Nil).

34. COMMITMENTS

(@)  Operating lease commitments as at 31 December 2018
The Group leases cerfain of its offices and warehouse properties under operating lease arrangements, which are
negotiated for terms ranging from six months fo three years.

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

2018

HK$'000

Within one year 20,998
In the second fo fifth years, inclusive 3,067
24,065

(b)  The Group has various lease contracts that have not yet commenced as at 31 December 2019. The future lease
payments for these non-cancellable lease contracts are HK$ 18,505,000 due within one year, and HK$ 127,000
due in the second to fifth years, inclusive.

35. RELATED PARTY TRANSACTIONS

)] Transactions with related parties
(a) In addition fo the transactions detailed elsewhere in these financial statements, the Group had the following
material fransactions with related parties during the year:

2018
NOTES HK$'000
Management fee income received from

subsidiaries of Peking Founder (i) 1,407
Inferest income from Peking Founder Group (i) 25,138
Sales of goods to Peking Founder Group (i) 9,769

Rental and management expense paid o a
subsidiary of Peking Founder Group (iii) 16,067
Purchase of goods from Peking Founder Group (i) 1,666
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35. RELATED PARTY TRANSACTIONS f(confinved)

)] Transactions with related parties (continved)
(a) [continued)

Notes:
(i) These transactions were conducted on the terms agreed between the parties involved.

(ii) The inferest income was affributable to the enfrusted loans provided to Peking Founder Group, which were unsecured
and bore interest at rates of 7.0% and 8.0% per annum (2018: 7.0%).

(iii) The expenses were atfributable fo the lease agreement and management agreement with a subsidiary of Peking
Founder to lease the premises in Beijing with market price.

The above related party transactions in respect of items (i), (i) and (i) also constitute connected
fransactions as defined in Chapter 14A of the listing Rules.

(b) Other transactions with related parties
Peking Founder has guaranteed certain banking facilities granted to subsidiaries of the Company
amounting fo HK$ 111,400,000 (2018: HK$181,760,000) as at the end of the reporting period,
which were utilised fo the extent of approximately HK$84,813,000 as at 31 December 2019 (2018:
HK$120,936,000.

()  Outstanding balances with related parties
(a) Details of the Group's other receivables and other payables with its related companies as at the end of the

reporting period are disclosed in notes 21 and 26 to the financial statements.

[b]  Details of the Group's amounts due from its associates as at the end of the reporting period are included in
nofe 15 fo the financial stafements.

(c) Defails of the Group's frade balances with its related companies as at the end of the reporting period are
disclosed in notes 19, 20, 24 and 26 to the financial statements.

()  Compensation of key management personnel of the Group

2018

HK$'000

Short term employee benefits 4,294
Pension scheme contributions 74
Total compensation paid to key management personnel 4,368

Further details of directors” and the chief executive’s emoluments are included in note 8 to the financial statements.
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36. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the reporting period are as
follows:

2019

Financial assets

Due from associates

Equity investments at fair value through
other comprehensive income

Trade and bills receivables

Financial assets included in prepayments,
other receivables and other assets

Financial assets at fair value through
profit or loss

Pledged deposits

Cash and cash equivalents

Financial liabilities - financial liabilities at amortised cost

Trade and bills payables

Financial liabiliies included in other payables and accruals
Inferest-bearing bank borrowings

lease liabilities
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36. FINANCIAL INSTRUMENTS BY CATEGORY  (continved)

134

2018

Financial assets

Fair value o
o Financial assets at
through Financial ‘
: fair value through other
profit or assefs af honsive |
loss — held armorfised comprehensive income
for frading cost Debt Equity Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Due from associates - 31 - - 31
Equity investments af fair value through other
comprehensive income - - - 6,709 6,709
Trade and bills receivables - 111,985 27715 - 139,700
Financial assets included in prepayments, other
receivables and other assets - 444,023 - - 444,023
Financial assets at fair value through profit or loss 803 - - - 803
Pledged deposits - 12,877 - - 12,877
Cash and cash equivalents - 548,222 - - 548,222
803 1,117,138 27,715 6,709 1,152,365
Financial liabilities - financial liabilities at amortised cost
HK$'000
Trade and bills payables 69,987
Financial liabiliies included in other payables and accruals 214,949
Inferestbearing bank borrowings 160,914
445,850
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37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group's financial instruments, other than those with carrying amounts that
reasonably approximate to fair value, are as follows:

Carrying amounts Fair values

2018 2018
HK$'000 HK$'000

Financial assets

Due from associates

Equity investments at fair value through
other comprehensive income

Pledged deposits, non-current portion

Bills receivable

Financial assets at fair value through
profit or loss

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

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

The following methods and assumptions were used to estimate the fair values:

The fair values of the non-current portion of the pledged deposits and bills receivable have been calculated by discounting
the expected future cash flows using rates currently available for instruments with similar terms, credit risk and remaining
maturifies. The Group's own non-performance risk for the non-current portion of the pledged deposits as at 31 December

2019 was assessed to be insignificant.

The fair values of listed financial assefs af fair value through profit or loss and listed equity investments at fair value through
other comprehensive income are based on quoted market prices.
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37. FAR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy
The following fables illustrate the fair value measurement hierarchy of the Group’s financial instruments:

Assets measured at fair valve:
As at 31 December 2019

Equity investments at fair value through
other comprehensive income
Financial assefs af fair value
through profit or loss
Bills receivable

As at 31 December 2018

Fair value measurement using

Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
HK$'000 HK$'000 HK$'000 HK$'000
Equity investments at fair value through
other comprehensive income 6,709 - - 6,709
Financial assets at fair value
through profit or loss 803 - - 803
Bills receivable - 27,715 - 27,715
7,512 27,715 - 35,227

The Group did not have any financial liabilities measured at fair value as at 31 December 2019 and 31 December

2018.

During the year, there were no transfers of fair value measurements between level 1 and level 2 and no transfers into or
out of Llevel 3 for both financial assets and financial liabilities (2018 Nil).
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37. FAR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)
Assets for which fair valves are disclosed:
As at 31 December 2019

Pledged deposits, non-current portion

As at 31 December 2018

Fair value measurement using

Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
HK$'000 HK$'000 HK$'000 HK$'000
Pledged deposits, non-current portion - 4,505 - 4,505
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise interestbearing bank borrowings and cash and short ferm deposis.
The main purpose of these financial instruments is to raise finance for the Group's operations. The Group has various other
financial assefs and liabilities such as frade and bills receivables and trade and bills payables, which arise directly from
its operations.

It is, and has been throughout the year under review, the Group's policy that no trading in financial instruments shall be
undertaken.

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

Credit risk

The Group frades only with recognised and creditworthy third parties. It is the Group's policy that all customers who wish
fo frade on credit ferms are subject fo credit verification procedures. In addition, receivable balances are monitored on an
ongoing basis and the Group's exposure to bad debits is nof significant.

Maximum exposure and year-end staging

The fables below shows the credit quality and the maximum exposure to credit risk based on the Group's credit policy,
which is mainly based on past due information unless other information is available without undue cost or effort, and year-
end staging classification as at 31 December. The amounts presented are carrying amounts for financial assets.

As at 31 December 2019

Due from associates
Confract assets*
Trade and bills receivables*
Financial assefs included in prepayments,
other receivables and other assets
- Normal* *
— Doubtful* *
Pledged deposifs
— Not yet past due
— Past due
Cash and cash equivalents
— Not yet past due
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLUCIES (confinved)
Credit risk (continued)
Maximum exposure and year-end staging (continued)
As at 31 December 2018

12-month
EClLs Lifetime EClLs
Simplified
Stage 1 Stage 2 Stage 3 approach
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Due from associates 31 - - - 31
Contract assets* - - - 45,003 45,003
Trade and bills receivables* - - - 139,700 139,700
Financial assefs included in prepayments,
other receivables and other assefs
- Normal* * 444,023 - - - 444,023
Pledged deposifs
— Not yet past due 11,776 - - - 11,776
— Past due 1,101 - - - 1,101
Cash and cash equivalents
— Not yet past due 548,222 - - - 548,222

1,005,153 - 184,703 1,189,856

For frade receivables and contract assets to which the Group applies the simplified approach for impairment, information based on the
provision matrix is disclosed in notes 19 and 20 fo the financial statements, respectively.

*x The credit quality of the financial assets included in prepayments, other receivables and other assets is considered to be “normal” when

they are not past due and there is no information indicating that the financial assets had a significant increase in credit risk since initial
recognition. Otherwise, the credit quality of the financial assets is considered fo be “doubtful”.

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

At 31 December 2018, approximately HK$40,000,000 of the Group's interestbearing bank borrowings bore inferest at
floafing rates.

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

Increase/ Increase/
(decrease) in (decrease) in
basis points profit before tax
HK$'000

2019
Hong Kong dollar
Hong Kong dollar

2018
Hong Kong dollar 100 (400)
Hong Kong dollar [(100) 400
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Liquidity risk

The Group monitors its risk to a shorfage of funds using a recurring liquidity planning tool. This tool considers the maturity

of both its financial instruments and financial assets (e.g., trade and bills receivables) and projected cash flows from

operations.

The Group's obijective is to mainfain a balance between continuity of funding and flexibility through the use of bank

overdrafts, bank loans and lease liabilities. In addition, banking facilities have been put in place for contingency

purposes.

The maturity profile of the Group's financial liabilifies as at the end of the reporting period, based on the contractual

undiscounted payments, is as follows:

Within 1 year
or on demand Over 1 year
HK$'000 HK$'000
Trade and bills payables 62,040 -
Financial liabilities included in other
payables and accruals 224,113 -
Lease liabilities 1,079 460
Inferestbearing bank borrowings 108,224 -
396,356 460
2018
Within 1 year
or on demand
HK$'000
Trade and bills payables 69,987
Financial liabiliies included in other payables and accruals 214,949
Inferestbearing bank borrowings 164,234
449,170
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (confinved)

Equity price risk

Equity price risk is the risk that the fair values of equity securities decrease as a result of changes in the value of individual
securities. The Group is exposed to equity price risk arising from individual equity investments classified as financial assets
at fair value through profit or loss [note 22) and equity investments at fair value through other comprehensive income [note
16) as at 31 December 2019 and 31 December 2018. The Group's listed investments are listed on the ACE Market of
Bursa Malaysia Securities Berhad, New York Stock Exchange and the Taiwan Stock Exchange and are valued at quoted
market prices at the end of the reporting period.

The following table demonstrates the sensitivity to every 1% change in the fair values of the Group's principal equity
investments, with all other variables held constant and before any impact on fax, based on their carrying amounts at
the end of the reporting period. For the purpose of this analysis, for the equity investments at fair value through other
comprehensive income/the availableforsale equity investments, the impact is deemed to be on the fair value reserve and
the availablefor-sale investment revaluation reserve, respectively.

Carrying Increase/ Increase/
amount of (decrease) in (decrease) in
investments profit before tax equity*
HK$'000 HK$'000 HK$'000

2019
Investments listed in:
Malaysia — Equity investments at fair value
through other comprehensive income

2018
Investments listed in:
Malaysia — Equity investments at fair value
through other comprehensive income 6,709 - 67

* Excluding retained profits.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLCIES (continved)

Capital management
The primary objectives of the Group's capital management are fo safeguard the Group's ability fo confinue as a going
concern and to mainfain healthy capital ratios in order fo support its business and maximise shareholders” value.

The Group manages its capital sfructure and makes adjustments to it in light of changes in economic conditions and the
risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Group may adijust the dividend
payment fo shareholders, retumn capital fo shareholders or issue new shares. The Group is not subject to any externally
imposed capital requirements. No changes were made in the objectives, policies or processes for managing capital

during the years ended 31 December 2019 and 31 December 2018.

The Group monifors capital using a debt fo equity ratio, which is interestbearing bank borrowings and lease liabilities
divided by total equity affributable fo owners of the parent. The debt to equity ratios as af the end of the reporting periods
were as follows:

1 January 31 December
2019 2018
HK$'000 HK$'000

[note)
Inferestbearing bank borrowings [note 27 160,914 160,914
Llease liabilities 3,344 -
Total equity attributable to owners of the parent 1,185,701 1,185,701
Debt to equity ratio 13.9% 13.6%

Note:  The Group has adopted HKFRS 16 using the modified refrospective approach and the effect of the initial adoption is adjusted against
the opening balances as at 1 January 2019 with no adjustments fo the comparative amounts as at 31 December 2018. This resulted
in an increase in the Group's net debt and hence the Group's debt fo equity ratio increased from 13.6% to 13.9% on 1 January 2019
when compared with the position as at 31 December 2018.
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39. SUBSEQUENT EVENTS

(a)

(b)

Assessment of the Impact of the Coronavirus Disease 2019

Since the outbreak of Coronavirus Disease 2019 ["COVID-19") in January 2020, the prevention and control of
the COVID-19 has been going on throughout the country. The Group will earnestly implement the requirements of
the Notfice on Further Strengthening Financial Support for Prevention and Control of COVID-19, which was issued
by the People’'s Bank of China, the Minisiry of Finance, the CBIRC, the China Securities Regulatory Commission
and State Administration of Foreign Exchange, and sfrengthen financial support for the epidemic prevention and

control.

The COVID-19 has certain impacts on the business operation of the Group. The degree of the impact depends
on the situation of the epidemic preventive measures, the duration of the epidemic and the implementation of
regulatory policies.

The Group will keep continuous attention on the situation of the COVID-19, assess and react actively fo ifs impacts
on the financial position and operating results of the Group. Up to the date of this report, the assessment is sfill in
progress.

Judicial Restructuring of Peking Founder

On 18 February 2020, the Company received a nofification leffer from Peking Founder, regarding a nofice
received by Peking Founder from the Court. According fo such notice, Bank of Beijing Co., lid. applied fo the
Court for a restructuring of Peking Founder. On 19 February 2020, according to the civil order and decision letter
received by Peking Founder from the Court, the Court decided to accept the application made by Bank of Beijing
Co., ltd. for the initiation of restructuring procedure against Peking Founder and appointed Peking Founder's
liquidation team as the administrator of Peking Founder. Peking Founder's liquidation team consists of, among
others, the People’s Bank of China, the Ministry of Education of the People’s Republic of China, relevant financial
regulafors and relevant departments of Beijing Municipal Government.

The Company confirmed that the above incident currently has no material adverse impact on the Company's
operation, except for the provision for impairment made on the entrusted loans and the related interest receivables
as mentioned in nofe 21, and the Company currently maintains a healthy financial position with sufficient cash for
its operation on hand. The Company is independent from Peking Founder in respect of business, personnel, assets,
instituions and finance. As of the date of this report, the production, operation and management of the Company
are normal and stable. However, the resfructuring of Peking Founder may have impact on the shareholding
structure of the Company.

Annual Report 2019 FOUNDER HOLDINGS LIMITED 143




NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2019

40. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the Company at the end of the reporting period is as follows:

2018

HK$'000
NON-CURRENT ASSETS
Investments in subsidiaries 559,088
CURRENT ASSETS
Prepayments, other receivables and other assets 1,118
Cash and cash equivalents 1,020
Total current assets 2,138
CURRENT LIABILITIES
Other payables and accruals 1,336
NET CURRENT ASSETS 802
TOTAL ASSETS LESS CURRENT LIABILITIES 559,890
NON-CURRENT LABILITY
Due to a subsidiary 203,796
Net assets 356,094
EQUITY
Issued capital 119,975
Reserves 236,119
Total equity 356,094
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40. STATEMENT OF FINANCIAL POSITION OF THE COMPANY  (continued)

A summary of the Company's reserves is as follows:

Share
premium Contributed Accumulated
account surplus losses Total
HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2018 53,597 448,209 (261,692) 240,114
Total comprehensive loss for the year - - (3,995) (3,995)

At 1 January 2019
Total comprehensive loss for the year

At 31 December 2019

The Company's confributed surplus represents the excess of the fair value of the shares of Founder HK acquired
pursuant fo the Group reorganisation on 31 March 2000 over the nominal value of the Company’s shares issued in
exchange therefor. Under the Bermuda Companies Act 1981 (as amended), the Company may make distributions to its
shareholders out of the contributed surplus in certain circumstances.

41. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 30 March 2020.
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Location

Use

Tenure

Percentage
of interest
attributable
to the Group

Units 1, 2a, 2b, 3a, 3b, 4a, 4b,5,6q,
6b, 7a, 7b, 11b and 12 on 14th Floor

Cable TV Tower
9 Hoi Shing Road
Tsuen Wan

New Territories
Hong Kong

Office car parking space
P38 on 3rd Floor

Cable TV Tower

9 Hoi Shing Road

Tsuen Wan

New Territories

Hong Kong

Residential car parking space
No. 324 on Podium level 2
Rhine Garden

38 Castle Peak Road

Sham Tseng

New Territories

Hong Kong

Flat B, 29th Floor, Block 3
Locwood Court
Kingswood Villas

1 Tin Wu Road

Tin Shui Wai

Yuen long

New Territories

Hong Kong
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Office premises/
warehouse for rental

Car parking space
for rental

Car parking space
for rental

Residential premises
for rental

Medium term lease

Medium term lease

Medium term lease

Medium term lease

100
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Percentage
of interest
attributable

Location Use Tenure to the Group

Flat B, 8th Floor, Block 2 and Medium term lease 100

car parking space

Residential premises
and car parking space

No. 60 on level 1
Dragon Inn Court
@ Tsing Ha Lane
Tuen Mun

New Territories
Hong Kong

Flat D, 12th Floor, Block 2
Belvedere Garden

Phase 2

620 Castle Peak Road
Tsuen Wan

New Territories

Hong Kong

Units 1-7-1, 8-7-1
No.126 Yuzhou Road
Jiulongpo District
Chongging

China

6th Floor, Block 4
Youyi Garden

52 Kaixuan Road
Kuancheng District
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FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and non-controlling interests of the Group for the last five financial years, as
extracted from the published audited financial statements, is set out below.

RESULTS
Year ended 31 December

2018 2017 2016 2015
HK$'000 HK$'000 HK$'000 HK$'000
REVENUE 1,058,857 093,493 1,035,410 Q63,628
(LOSS)/PROFIT FOR THE YEAR 87,511 89,829 40,180 7,262

Attributable to:
Owners of the parent 87,336 89,836 40,235 7,382
Non-controlling inferests 175 (7 (55) (120)
87,511 89,829 40,180 7,262

ASSETS, UABILTIES AND NON-CONTROLLING INTERESTS

As at 31 December

2018 2017 2016 2015
HK$'000 HK$'000 HK$'000 HK$'000

TOTAL ASSETS 1,811,099 1,823,382 1,583,047 1,658,491
TOTAL UABILITIES (625,398) (684,248) (610,128) (677,279)
NON-CONTROLLING INTERESTS - (184) (179) (245)
1,185,701 1,138,950 972,740 980,967
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