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Key Highlights

For the year ended December 31, 2019: BE_Z-NF+_A=+—HLEFE:

Revenue increased by approximately 79.6% year-to-year to RMB541.8 o  WHEHM T \GEWARE301.78ETTRLIE

million from RMB301.7 million in 2018.

Profit for the year increased by approximately 61.1% year-to-year to
RMB160.8 million from RMB99.8 million in 2018. Net profit margin
decreased from approximately 33.1% in 2018 to 29.7% in 2019.

Excluding listing expenses, our adjusted profit for the year (a non-GAAP
measure) increased by approximately 68.6% year-to-year to RMB178.8
million from RMB106.1 million in 2018. Adjusted net profit margin (a non-
GAAP measure) decreased slightly from approximately 35.2% in 2018 to
33.0% in 2019.

Number of online tour guide increased by approximately 142.0%
year-to-year from 8,056 for the year ended December 31, 2018 to 19,493
for the year ended December 31, 2019.

Number of tourist attractions in China that our online tour guide covered
increased by approximately 106.4% year-to-year from 5,445 for the year
ended December 31, 2018 to 11,238 for the year ended December 31,
2019.

RH79.6% = ARE41 8FETT ©

FARBFBZE-NEMARKENSEE LR
ERL611%E ARE160.8BE T © MF| &
R-Z - \FEHNHBA%NRLE_E—NER
29.7% °

Tt EMRAY - BRABFRAF (RFELRG
RAIGTE) AT —NFMAREI0615E LR
L3 IN#4068.6%E ARE1788EE T © LHEL
FIE (RIELRGHRAGFE) AT —N\FH
#35.2%BE M T FEE T — NEF#I33.0% ©

ERETELHE RLEMA1420% AEE=
Z-N\FT A=+ BILFERNS056EEME
BE_Z-NE+-A=+—HIFEmM19,493
1l

BRMESET Eﬁ%¥m¢lmL%E§Hﬁm
BEM106.4% BEE-F—\F+=-A=1—
HiiFmM%mbﬁia —Z-NF+=RA
=+—HILFER1,2381E ¢
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FINANCIAL SUMMARY

BERER

Year ended December 31,

Year-to-year change

HE+-A=1+—-HLEE [FILL &
2019 2018
“E-NF —E-N\E
(RMB’000) (RMB’000)
(AE¥T ) (ANRETT)
Revenue Wz 541,813 301,692 79.6%
Gross profit EF 232,382 141,153 64.6%
Profit before tax BRI &R 171,363 115,794 48.0%
Profit for the year FRAF 160,784 99,783 61.1%
Net profit margin P 29.7% 33.1% (3.4)
percentage points
BAEEDE
Profit for the year excluding listing P LRI MEREF
expenses” 178,796 106,057 68.6%
Net profit margin excluding listing TEF E MRS MR = 2.2)
expenses® 33.0% 35.2% percentage points
RAEBENE
* Non-GAAP measures eI ARt R R
OPERATING METRICS REEE
Year ended December 31, Year-to-year change
BZ+-A=1+-HILEE Elig-L)
2019 2018
—E-NE —E-N\F
Online tour guide developed RENTEHRETEE 19,493 8,056 142.0%
Tourist attractions covered in China BEMNFEKESR 11,238 5,445 106.4%
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Four-Year Performance Review

AY 174 E
& % 45 [0
RESULTS o
Year ended December 31,
BE+t-A=+t—-HLEE
2019 2018 2017 2016
—E-hE ZE-N\F ZE—+tF ZTF
(RMB’000) (RMB’000) (RMB’000) (RMB'000)
(ARB®TxR) (ARETRT) (ARETRT) (ARETR)
REVENUE Yz 541,813 301,692 71,613 13,479
Gross profit E7 232,382 141,153 34,198 6,432
PROFIT BEFORE TAX Br BRI & F 171,363 115,794 29,817 5,138
PROFIT FOR THE YEAR FEREF 160,784 99,783 25,560 3,843
ASSETS AND LIABILITIES EEREE
As of December 31,
BZ+t=-A=+-H
2019 2018 2017 2016
—E-nE —Z-N\F “E—+F —TREF
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
(AR¥Tx) (AREFTRT) (AREFRT) (AREFR)
ASSETS BE
Non-current assets FrRBEE 568,409 213,616 61,490 9,079
Current assets MEEE 158,389 241,685 30,958 14,591
Total assets BERE 726,798 455,301 92,448 23,670
EQUITY 5
Equity attributable to owners of the parent [EHRINRIER AER 664,686 406,031 77,577 21,017
Total equity gk 664,686 406,031 77,577 21,017
LIABILITIES &
Non-current liabilities FroaE 4,791 1,546 3,484 386
Current liabilities mEEE 57,321 47,724 11,387 2,267
Total liabilities BEeE 62,112 49,270 14,871 2,653
Total equity and liabilities BRKEERE 726,798 455,301 92,448 23,670

O
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Chairman’s Statement
TEHRE

| am pleased to present our first annual report for the year ended December 31,
2019 as a publicly listed company to our Shareholders.

2019 was a remarkable year for the Company. We achieved solid growth and
profitability. We listed our Shares on the Main Board of the Hong Kong Stock
Exchange on January 17, 2020. Through our successful Listing, we have built
our name in the capital market as an industry innovator, a market leader as well
as a pioneer in the online tourism industry. As we continue to focus on user
reach, product innovation and user experience, we have achieved strong business
growth for the year ended December 31, 2019 and continued our momentum,
which we believe makes us one of the fastest growing companies in China’s
online tourism industry.

2019 Results Highlights

Our total revenue increased by approximately 79.6% from RMB301.7 million
for the year ended December 31, 2018 to RMB541.8 million for the year ended
December 31, 2019. Our profit for the year increased by approximately 61.1%
from RMB99.8 million for the year ended December 31, 2018 to RMB160.8
million for the year ended December 31, 2019. Our net profit margin decreased
from approximately 33.1% in 2018 to 29.7% in 2019.

Benefited from faster penetration and continuous innovation on various ancillary
value-added tourism products and services, we have maintained high growth in
our online tour guide developed and the number of tourist attractions our online
tour guide covered. For the year ended December 31, 2019, our online tour guide
increased by 142.0% year-to-year from 8,056 in 2018 to 19,493 in 2019. Over
the same period, the number of tourist attractions in China our online tour guide
covered increased by 106.4% year-to-year from 5,445 in 2018 to 11,238 in
2019, of which the number of A to AAAAA tourist attractions we covered in China
increased by approximately 50.6% year-to-year.

In August 2019, we were awarded The 8th China Innovation and Entrepreneurship
Competition (Guangdong District) Internet Industry Champion by the Ministry
of Science and Technology of China (AR AFMBEIRIZE M), Ministry of
Finance of China (P AR LMEIEBER), Ministry of Education of China (%

REMBEHE ), Cyberspace Administration of China (FREE L2 MELRIL
ZE&¥ %), All-China Federation of Industry and Commerce (FEZE TR
BtAS), in recognition of our outstanding product and service innovation and our
industry influence.

AAMRBARRREARTUER—MAR LM RAR
BE_Z-NFT-A=T-BULFENENFER
o

—NEHER RIAL—F HZMAERTR
i%%%&%ﬂ % E’Jﬂxf R-B-TF-Att

HEZBBMRMIRLT - BEKD LD RARE
RIRETENTRANE MEREERABENZ
REEATSREIRARE - BBRERENAFE
ERE EmAFLAPER  ZANBE-_FT-N
FT-A=t—RALFERBRYEBERI TS
2B RURMBERAKATEERKETRER
RREDEZ— o

—E-NEFEERE

Bk EREREE-_E— \F+-_A=+—A8L
EEWAEMwHE%ﬁ%Emmmiﬁifz—
NETZA=T—HBLEFEMARBMNEEETL - &
FNFRNENEEZE "S- \F+_A=+—HLF
EMARKWSHEETERLANINZEEEZE_T—NF
+= H—+*Hﬁ¢FE’JAE%1608§%fE S A kD)

MRERR - NENLBINHIE T NER
29.7% o
BHERIESE Eiﬁﬁﬁﬁéﬁ&ﬂ&i‘%tmm\%%ﬁ&ﬁ
EEJ%E AP ESE T e RS E T EEH
.

& E%zawmu*ﬁ REBEE-T—NF
+_H:+ BEEE  BZMNEREFEERLE
R142.0% - B=F—\FM8056EERE-T—NF
£919,493(E - RAH - AMNERETEEMEEZRE
MRS EEE R L R106.4% B =T —)\FH5,445
EAREE-T—NF011,2380E  EFRFAMBEENT
BIALR 25 AMAAZR TR 3% = % 21 B R Lo 38 5= #950.6% ©
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Business Review

We are a market leader in China’s online tourism industry. Benefiting from
years of experience and technological development, we have achieved greater
economies of scale, solidified our market leading position, and enhanced our
ability to provide online tour guide and customized contents.

We achieved significant growth for the year ended December 31, 2019 as the
market demand for our online tour guide grew.

The number of tourist attractions we covered in the PRC continue to increase
in 2019. The types of tourist attractions for which we provide online tour guide
include landscape, historical sites, cities, theme parks, zoos and botanical
gardens. In particular, as of December 31, 2019, our online tour guide covered
258 AAAAA tourist attractions and 2,097 AAAA tourist attractions. Our online
tour guide are especially valuable at obscure and less visited tourist attractions
that are not yet well-developed and do not have the necessary ancillary and
supporting facilities. Our high quality online tour guide provide convenience and
easy accessibility across a broader range of tourist attractions. The number of
AAA tourist attractions we covered increased from 635 in 2018 to 1,394 for
the year ended December 31, 2019 and the number of AA tourist attractions
we covered increased from 98 in 2018 to 290 in 2019. Our extensive tourist
attraction coverage and high quality online tour guide continue to enable us to
engage with end users and major OTAs for strategic cooperation.

In the past few years, we have established a mutually beneficial relationship
with the top OTAs in China. We provide our APl to embedded portals or mini
programs or APPs on the platform of OTAs so that the end users may purchase
through OTAs and then use our H5 pages to access the online tour guide for
each tourist attraction. Our online tour guide contents are seamlessly integrated
into the platforms of the OTAs, including their stand-alone APPs, mini programs
and official accounts. We expanded our cooperation network from 22 OTAs in
2018 to 27 0TAs in 2019. In particular, we entered into an exclusive cooperation
agreement with one OTA in 2018 and subsequently increased to two OTAS in
2019. Being featured prominently on major OTA’s portals continues to help us to
gain visibility of our online tour guide and enhances our brand recognition.
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As a technology-driven company, we prioritize the development of our software
and information technology. We deploy software on our cloud system to provide
online tour guide with proprietary contents, which include illustrated maps of
tourist attractions, and editorial contents and voice-over commentaries of points
of interest in the tourist attractions. Our online tour guide have features including
tourist attraction introduction and route recommendations, service point direction,
multi-language editorial contents, panoramic VR and other features for end users
to select, etc, that we developed prior to 2018, and we have introduced new
features such as city tour recommendation and Lvji points tasks and points mall
in 2019. Our high quality proprietary contents enable us to achieve high end user
satisfaction. In 2019, over 95% of the end users of our online tour guide through
OTA’s portals rated their experience as “good.”

In an intensively competitive market, we believe that it is critical for us to
deliver the best user experience possible through high-quality products in
order to enhance our market share and profitability. Much of our research and
development efforts in 2019 was aimed to provide our end users and customers
with an overall smooth and pleasant user experience. Particularly, we developed
and implemented relevant technology to provide quick and responsive feedback
to end users. For example, we optimized our illustrated maps by implementing
the innovative segment-loading technique and image compression technology
to optimize illustrated maps and the proficiency of H5 pages. Furthermore, we
developed location-based voice-over commentaries, so that the relevant voice
explanations are triggered and pushed to the end user timely and accurately
when the end user arrives at a point of interest in a tourist attraction.

In 2019, we continued to update our electronic navigation platform, which
enhances the ability of multi-channel integration, such as the development of an
in-car-use version of the navigation system and a map version of the navigation
system. We also spent our R&D efforts in tourist attraction playground platform
and smart tourism marketing, service, management and control platform. We also
use Hadoop technology to build a guided big data platform and a unified R&D and
DevOps platform.
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Business Outlook and Strategies

China’s online tourism market is rapidly developing and is expected to continue
to grow exponentially, driven by the continuous increases in consumption power
and urbanization as well as the continuously rising penetration rate of the Internet
and mobile Internet. Despite the uncertainty of 2020 due to the impact of the
coronavirus (“COVID-19”) outbreak, we believe that opportunities for sustained
global economic growth remain. Chinese consumers’ demand for personalized
and in-depth tourism experiences as tour guide services play an important role
in tourist attractions and city sightseeing by providing in-depth historical, cultural
and geographical background information to tourists. The growing preference for
personalized and in-depth tourism experiences is expected to lead to an overall
upgrade in the quality and diversity of product and service offerings in tour
guide services, which favors the online tour guide service market. As a leading
online tour guide provider in China, we offer the convenient and superior user
experience and is well positioned to capitalize on the enormous growth potential
as China’s online tourism market continues to evolve. Faced with so many
uncertainties in the industry, we will pay more attention to cash flow, maintain
effective capital investment, and firmly implement our growth strategy.

We strive to fulfil our mission and further solidify our market leadership through
the following initiatives: further expand our tourist attraction coverage in China
and explore new cooperation opportunities with tourist attractions; explore
opportunities in traditional offline market and increase our marketing effort;
expand our presence in overseas markets; strengthen our technical capabilities
by developing a big data-driven software platform and Al-enabled online tour
guide; and explore acquisition opportunities to complement organic growth,

On behalf of the Group, | would like to extend my sincere gratitude to our users
and business partners, and to our dedicated employees and management team
for their contributions, commitment and dedication. | am also thankful for the
trust and continued support from our Shareholders. We will strive to enhance our
capabilities and strengthen our leading position to generate lucrative returns for
our Shareholders in the years to come.

Zang Weizhong
Chairman, Executive Director and Chief Executive Officer
Hong Kong, March 30, 2020
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EEENWED N

Year ended December 31, 2019 compared to Year ended December 31,

BE-Z-NF+-A=+-HLFEHEEZE

2018 —E-NE+ZA=t+-BLEELE
2019 2018
ZE-NE “E-N\&F
(RMB’000) (RMB’000)
(AR®ETx) (AR®EFTT)
REVENUE g 541,813 301,692
Cost of sales SHEM AR (309,431) (160,539)
Gross profit EF 232,382 141,153
Other income and gains HAp e A R zs 14,906 11,751
Selling and distribution expenses HERDERY (26,618) (21,296)
Administrative expenses THRX (48,793) (15,677)
Other expenses Hinfis (464) (14)
Finance costs BT AR (50) (123)
PROFIT BEFORE TAX BREARF 171,363 115,794
Income tax expense PTETi S (10,579) (16,011)
PROFIT FOR THE YEAR FREF 160,784 99,783
PROFIT FOR THE YEAR ATTRIBUTABLE TO: UTATEEERER
Owners of the parent SARHEBA 160,784 99,783
EARNINGS PER SHARE ATTRIBUTABLE TO BAEERAEEREA
ORDINARY EQUITY HOLDERS OF THE PARENT EiEERER
Basic and diluted (RMB) HEARR#E (ARET) 0.15 0.09
PROFIT FOR THE YEAR EREF 160,784 99,783
OTHER COMPREHENSIVE INCOME FOR THE YEAR, NET OF TAX FREMEZERA - MAKRKE 408
TOTAL COMPREHENSIVE INCOME FOR THE YEAR EREEWALE 161,192 99,783
TOTAL COMPREHENSIVE INCOME FOR THE YEAR ATTRIBUTABLE T0: LI~ A +JE(Y
FREAMBGZEE
Owners of the parent SRAIEEA 161,192 99,783




REVENUE

We generate our revenue from sales of online tour guide through OTAs, to
travel agencies and through Lvji APP, and from sales of customized content to
administrators of tourist attractions and local government offices. The following
table sets forth a breakdown of our revenue for the years indicated:
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Year ended December 31,

BE+-A=t—-ALEE

2019 2018

“E-nEF —E-N\F

(RMB’000) (RMB'000)

(AR Fx) (AR®FT)

Sale of online tour guide through OTAs BRTRRETAHELRETES 522,185 288,147
Sale of online tour guide to travel agencies MIREREBHETRETEE 10,276 4,429
Sale of online tour guide through Lvji APP BREPAPPHEARETEE 680 559
Sale of customized content HETHAR 8,672 8,557
Total revenue W 541,813 301,692

Sale of Online Tour Guide

We provide comprehensive online tour guide to end users with respect to the
tourist attractions that we cover. Our online tour guide can be purchased by the
end users from OTAs, travel agencies and through our Lvji APP.

Sale of online tour guide through OTAS

We generated a substantial portion of our revenue from sale of online tour guide
through OTAs in 2019. We provide our API to embedded portals or mini programs
or APPs on the platform of OTAs in order for the end users to purchase our
standard online tour guide for different tourist attractions. End users’ access
to our cloud system is through our H5 pages embedded into OTA’'s stand-alone
APPs and mini programs by our open API. Our strategic alliance with major OTAs
enables us to broaden our reach by leveraging the vast end user base of these
OTAs. In 2019, we entered into two exclusive agreements with our top two OTAs
pursuant to which we are the exclusive third-party online tour guide provider to
end users through their platforms.
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In order to provide investors with additional information to evaluate the financial
impact of the number of OTAs we cooperate with and the purchases made by the
end users through OTAs’ platforms, we set forth in the table below the number
of OTAs we cooperated with and the revenue from the sale of online tour guide
through OTAs in 2019 and 2018:

RTBREEFRUEIER AEFERMPTAED
ERREFRHERKGAPBABERKEYENE
BEVHMBRE  AARTRFI -_Z-NAER-F
—N\ERMMAENERKETBRERRABAE
RIKBEFEHEERETEEMN Y

Year ended December 31,

BEZ+-A=t-8
2019 2018
—E-NEF —E-N\F
OTAs TEfR IR T & 27 22
(RMB ’000) (RMB ’000)
(AR¥F ) (AREFIT)
Revenue from the sale of online tour guide through OTAs KEBBEGRETAHEE
EREFEENNE 522,185 288,147

We generated the majority of our revenue from the sale of our online tour guide
through OTAs, which accounted for approximately 96.4% of our total revenue in
2019. The number of OTAs we cooperated with increased from 22 in 2018 to
27 in 2019. Revenue from the sale of online tour guide through OTAs increased
by approximately 81.2% from RMB288.1 million in 2018 to RMB522.2 million in
2019. The increase was primarily due to an increase in the number of OTAs we
cooperated with, an increase in the number of purchases from end users through
OTAs which was in turn driven by an increase in the number of tourist attractions
we covered, and an increase in the sales volume of our online tour guide at
popular tourist attractions. We present revenue from online tour guide business
received from the OTAs on a gross basis as it represents the gross amount of
unit price generated from the end users for the online tour guide we sold, while
the concession fees retained by the OTAs are recorded as our cost of sales.
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Sale of Online Tour Guide to Travel Agencies

We sell online tour guide in a form of activation codes, which may be embedded
in a physical card, to travel agencies, which in turn sell to the end users. The
end user may input the activation code to access and use our online tour guide
through our H5 pages, which can be accessed by official accounts of the travel
agencies or the tourist attractions, our mini programs, or others.

The number of travel agencies we sold to increased from 70 in 2018 to 78 in
2019. Revenue from sale of online tour guide to travel agencies increased by
approximately 132% from RMB4.4 million in 2018 to RMB10.3 million in 2019.
The increase was mainly attributable to the increase in sales volume of our online
tour guide activation codes to travel agencies and the increase in the number of
tourist attractions we covered.

Sale of Online Tour Guide through our Lvji APP

Tourists may access almost all of our online tour guide directly through our Lvji
APP. It is available for download and mobile users can purchase online tour
guide directly from us through the APP. The Lvji APP is built to enable access
to our full online tour guide offerings with clear and functional interfaces. We
offer certain location-based features that are only available on our Lvji APP, such
as weather information, push notifications of nearby attractions, businesses or
places of interest when the mobile APP detects that the user is arriving at such
destinations or places, real time Chinese-to-English and English-to-Chinese
translation features and enable sharing to social media platforms.

The number of registered users of our Lvji APP increased from 743,467 in 2018
to 1,823,271 in 2019. Revenue from sale of online tour guide through our Lvji
APP increased by approximately 21.6% from RMBO.6 million in 2018 to RMBO0.7
million in 2019. The increase was mainly driven by the increase in the sales
volume of our online tour guide for popular tourist attractions.
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Sale of Customized Content

We also sell customized online tour guide products and services to administrators
of tourist attractions and to a lesser degree, local government offices. We typically
create bespoke, proprietary online tour guide contents for tourist attractions in a
form of an independent APP or mini program or H5 pages commissioned by the
administrators of the tourist attractions or local government offices and charge
one-time service fees.

Our comprehensive coverage of tourist attractions, quality online tour guide and
advanced technology allow us to have a better understanding of the demand
from the tourists. We mainly customize online tour guide for tourist attractions
administrators and such guide may include Al commentaries, automatic
positioning, and additional functions including big-data analysis, among others.
The customized content services that we sell to government offices mainly
focused on smart tourism and all-for-one tourism products based on the online
tour guide for the tourist attractions in the region, including list of all tourist
attractions in local cities and rural areas, navigation in the illustrated maps of
tourist attractions, surrounding urban commercial services, among others.

The number of tourism attractions we customized online tour guide contents
increased from 435 in 2018 to 568 in 2019. Revenue from sale of customized
content increased by approximately 1.3% from RMB8.6 million in 2018 to
RMB8.7 million in 2019. The increase was mainly attributable to the increase in
demand as a result of which we provided customized online tour guide contents
for increasing number of tourist attractions.
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COST OF SALES

Our cost of sales consists of concession fees retained by OTAs, amortization of
other intangible assets, tax and expenses and costs of content customization.

The following table sets forth a breakdown of our cost of sales in absolute
amount and as a percentage of total revenue for the years indicated:
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Years ended December 31,
BZ+-A=t-HILEE
2019 2018

—E-hE —E-N\F

(RMB’ 000) % of revenue (RMB " 000) % of revenue
AREFT ik % ANEEFT iz %

Online Tour Guide EREFEE

OTA concession fees I 6 5K 261,093 48.2 144,073 47.8
Amortization of other intangible assets EfhEF & EEH 43,327 8.0 12,638 4.2
Tax and expenses RERAL 2,582 0.5 1,615 0.5
Content Customization REEHR 2,429 0.4 2,213 0.7
Total att 309,431 57.1 160,539 53.2

Cost of sales increased by approximately 92.7% from RMB160.5 million in 2018
to RMB309.4 million in 2019. The increase was mainly due to: (i) a significant
increase in the OTA concession fees attributable to the growth of our sales of
online tour guide through OTAs business; (i) an increase in the amortization
of other intangible assets attributable to the increase in the number of tourist
attractions we covered and the number of online tour guide we developed; and (jii)
an increase in taxes and expenses.
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GROSS PROFIT

As a result of the foregoing, our gross profit increased by approximately 64.6%
from approximately RMB141.2 million in 2018 to approximately RMB232.4
million in 2019 on a year-to-year basis. Our gross profit margin decreased from
approximately 46.8% in 2018 to 42.9% in 2019 as a result of the increase in
amortization of other intangible assets.

OTHER INCOME AND GAINS

Other income and gains increased by approximately 26.8% from RMB11.8 million
in 2018 to RMB14.9 million in 2019. The increase was mainly due to an increase
in government grants mainly as a result of the VAT rebate benefit which took
effect in September 2018.

SELLING AND DISTRIBUTION EXPENSES

Selling and distribution expenses increased by approximately 25.0% from
RMB21.3 million in 2018 to RMB26.6 million in 2019. The increase was
mainly due to increases in employee salary and welfare expenses driven by the
development of our business and the increase in the number of headcount.

ADMINISTRATIVE EXPENSES

Administrative expenses increased by approximately 211.2% from RMB15.7
million in 2018 to RMB48.8 million in 2019. The increase was mainly due to
increases in employee salary and welfare expenses and consultancy service and
listing expenses, as well as the increase in research and development cost.
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INCOME TAX EXPENSE

We recorded an income tax expense of approximately RMB10.6 million in 2019
compared to RMB16.0 million in 2018, as a result of the tax refund we received
in 2019.

PROFIT FOR THE YEAR

Profit for the year increased by approximately 61.1% year-to-year to RMB160.8
million in 2019 from RMB99.8 million in 2018. Net profit margin decreased from
approximately 33.1% in 2018 to 29.7% in 2019. Excluding listing expenses, our
adjusted profit for the year (a non-GAAP measure) increased by approximately
68.6% year-to-year to RMB178.8 million from RMB106.1 million in 2018.
Our adjusted net profit margin (a non-GAAP measure) decreased slightly from
approximately 35.2% in 2018 to 33.0% in 2019. The decrease in our net profit
margin and adjusted net profit margin was mainly due to the decrease in our
gross profit margin.

OTHER FINANCIAL INFORMATION

Liquidity and Capital Resources

We fund our liquidity needs mainly from net cash generated from our business
and the net proceeds received from the Global Offering. We have adopted a
prudent financial management approach towards our treasury management
policies and thus maintained a healthy liquidity position throughout 2019. The
Group strives to reduce exposure to credit risk by performing ongoing credit
assessments and evaluations of the financial status of its customers. To manage
liquidity risk, the Board closely monitors our liquidity position to ensure that the
liquidity structure of our assets, liabilities and other commitments can meet our
funding requirements from time to time.

As of December 31, 2019, we had cash and cash equivalents of approximately
RMB77.3 million (2018: RMB91.4 million), net current assets of approximately
RMB101.1 million (2018: RMB194.0 million) and total equity of approximately
RMB664.7 million (2018: RMB406.0 million). Our current ratio was approximately
2.76 times as of December 31, 2019 (2018: 5.06 times). The decrease in our
cash and cash equivalents, net current assets and current ratio was mainly
due to the additions to other intangible assets. We had no bank borrowings as
of December 31, 2019 (2018: Nil), and thus gearing ratio determined by bank
borrowings divided by total equity was not applicable to us (2018: not applicable).
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The following table sets forth our cash flows for the periods indicated:

TREFIBMRFARAEER SR

2019 2018

ZE-hF —N\F

RMB’000 RMB’'000

ARBTR ARBTFT

Net cash flows generated from operating activities R TEHEANIREREFE 198,197 90,400

Net cash flows used in investing activities REZHMANRSREFH (376,831) (176,873

Net cash flows generated from financing activities MEEHELNRSREFHE 164,334 169,167
Net (decrease)/increase in cash and cash equivalents IEQ&IEQ%F%

B,/ & mFE (14,300) 82,694

Cash and cash equivalents at beginning of the year i%}ﬁﬁﬁ&iﬁ%%{g% 91,441 8,747
Effect of exchange rate changes on cash and T“E)} Tiﬁ/f)i

cash equivalents ZEMHTE 182 -

Cash and cash equivalents at end of the year fﬁkﬁﬁ&ﬁﬁ%ﬁ% 77,323 91,441

Net Cash Generated from Operating Activities

Our net cash generated from operating activities in 2019 was approximately
RMB198.2 million. The cash inflow was a result of profit before tax of
approximately RMB171.4 million mainly adjusted by (i) a positive effect of
depreciation and amortization of other intangible assets, (ii) a positive effect of
movement in working capital, which mainly included a decrease in prepayments,
deposits and other receivables and a decrease in trade receivables, and (iii)
income tax paid of RMB1.5 million.

Net Cash Used in Investing Activities

Our net cash used in investing activities in 2019 was approximately RMB376.8
million. The cash outflow was primarily attributable to (i) additions of
approximately RMB406.3 million to other intangible assets, (i) additions of
approximately RMB73.1 million to short-term investments measured at fair value
through profit or loss, and (iii) approximately RMB68.4 million in advances of
loans to related parties, partially offset by proceeds of approximately RMB73.3
million from short-term investments measured at fair value through profit or loss.

Net Cash Generated from Financing Activities

Our net cash generated from financing activities in 2019 was approximately
RMB164.3 million. The cash inflow was mainly due to the capital injection of
approximately RMB168.4 million by our Shareholders at that time.

Capital Expenditure
Our capital expenditures consist of acquisition of property, plant and equipment
and acquisition of other intangible assets.

Property, plant and equipment comprise mainly our furniture and fixtures,
leasehold improvements and construction in progress. Decrease of approximately
RMB591,000, or 22.1% was mainly due to decrease in purchases.

Other intangible assets comprised copyrights and computer software and are
amortized over its expected useful life. Increase of approximately RMB225.5
million (137.1%) was mainly due to an increase in the number of tourist
attractions we covered and the number of online tour guide we developed in
2019.
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Trade and other receivables
As at December 31, 2019, trade and other receivables amounted to
approximately RMB80.7 million, representing an increase of 59.0% as compared
with approximately RMB50.8 million as at December 31, 2018, primarily as a
result of our business growth.

Trade and other payables

As at December 31, 2019, trade and other payables amounted to approximately
RMB28.8 million, representing an decrease of approximately 3.9% as compared
with approximately RMB30.0 million as at December 31, 2018. This was mainly
due to repayments made by us in 2019.

Contingent Liabilities
The Group did not have any material contingent liabilities as at December 31,
2019.

Charge on Assets

As of December 31, 2019, the Group had a pledged deposit of RMB0.4 million
(2018: RMBO0.2 million), which was pledged to the government authorities for
conducting tourist related business in the PRC.

Treasury Management Policy

We have adopted a prudent financial management approach towards its treasury
management policies and thus maintained a healthy liquidity position throughout
2019. We strive to reduce exposure to credit risk by performing ongoing credit
assessments and evaluations of the financial status of its customers. To manage
liquidity risk, the Board closely monitors our liquidity position to ensure that the
liquidity structure of our assets, liabilities and other commitments can meet our
funding requirements from time to time.

EMPLOYEE AND REMUNERATION POLICIES

As of December 31, 2019, we had a total of 200 full-time employees (2018:
176). The remuneration of the employees is determined based on their
performance, experience, competence and market comparable. The Company has
adopted a share option scheme on December 20, 2019 as an incentive to the
employees, Directors and other eligible participants.

As required by the PRC laws, we participate in various statutory employee benefit
plans, including social insurance funds, namely a pension contribution plan, a
medical insurance plan, a work-related injury insurance plan, maternity insurance,
unemployment insurance and a housing provident fund. We are required under
the PRC laws to contribute to employee benefit plans at specified percentages
of salaries, bonuses and certain allowances of our employees up to a maximum
amount specified by the local governments from time to time.
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We primarily recruit our employees through recruitment agencies and online
channels, including our corporate websites and social networking platforms. We
have adopted robust internal training policies, pursuant to which management,
technology and other training is regularly provided to our employees by in-house
trainers or third-party consultants.

None of our employees is currently represented by labor unions. We believe that it
maintains a good working relationship with our employees and did not experience
any significant labor disputes or any material difficulties in recruiting employees
for its operations in 2019.

Share Option Scheme
We have adopted a share option scheme by the written resolution of the then
shareholders on December 20, 2019 (the “Share Option Scheme”).

(i) Purpose
The purpose of the Share Option Scheme is to attract and retain the best
available personnel, to provide additional incentive to employees (full-time
and part-time), directors, consultants, advisors, substantial shareholders,
distributors, contractors, suppliers, agents, customers, business partners or
service providers of our Group and to promote the success of the business
of our Group.

(i) Eligible participants

The Board may, at its absolute discretion and on such terms as it may think
fit, grant any employee (full-time or part-time), director, consultant, advisor,
substantial shareholder, distributor, contractor, supplier, agent, customer,
business partner or service provider of any member of our Group and any
company wholly-owned by one or more persons belonging to any of the
aforesaid clauses, options to subscribe at a price calculated in accordance
with paragraph (vi) below for such number of Shares as it may determine in
accordance with the terms of the Share Option Scheme.
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(i)

()

(vi)

The basis of eligibility of any participant to the grant of any option shall
be determined by the Board (or as the case may be, the independent
non-executive Directors) from time to time on the basis of his contribution
or potential contribution to the development and growth of our Group.

Acceptance and payment on acceptance of option offer

An offer for the grant of options must be accepted within seven days
inclusive of the day on which such offer was made. The amount payable by
the grantee of an option to our Company on acceptance of the offer for the
grant of an option is HK$1.00.

Maximum number of Shares to be issued

The total number of Shares in respect of which options may be granted
under the Share Option Scheme shall not in aggregate exceed 141,030,000
Shares, being 10% of the total number of Shares in issue as at the date of
this annual report.

Maximum entitlement of each participant

The total number of Shares issued and to be issued upon exercise of
options granted to any participant (including both exercised and outstanding
options) under the Share Option Scheme or any other share option schemes
of our Company in any 12-month period up to the date of grant shall not
exceed 1% of the Shares in issue.

Basis of determining the exercise price

The subscription price of a Share in respect of any particular option granted
under the Share Option Scheme shall be a price solely determined by the
Board and notified to a participant and shall be at least the higher of: (i) the
closing price of the Shares as stated in the Hong Kong Stock Exchange’s
daily quotations sheet on the date of grant of the option, which must be a
business day; (i) the average of the closing prices of the Shares as stated
in the Hong Kong Stock Exchange’s daily quotations sheets for the five
business days immediately preceding the date of grant of the option; and
(iii) the nominal value of a Share on the date of grant of the option.

(i)

()

v)
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(vii) - Period within which the securities must be exercised under an option

(viii)

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

Life of the Share Option Scheme

The Share Option Scheme will remain in force for a period of ten years
commencing on the date on December 20, 2019 and shall expire at the
close of business on the business day immediately preceding the tenth
anniversary thereof unless terminated earlier by the Shareholders in general
meeting. For details, please refer to the sub-section headed “Appendix IV —
Statutory and General Information — D. Other Information — 1. Share Option
Scheme” of the Prospectus.

Save as disclosed above, as of December 31, 2019, no share options had
been granted or agreed to be granted by us pursuant to the Share Option
Scheme.

Share Award Scheme

We intend to set up the share award scheme (the “Share Award Scheme”) after
the Listing. An aggregate of 114,117,300 Shares, representing approximately
8.0917% of the issued share capital of the Company, shall be reserved for the
Share Award Scheme. For details of the Share Award Scheme, please refer to
“History, Reorganization and Corporate Structure” in the Prospectus.

As of the date of this annual report, we have not adopted any rules for the Share
Award Scheme.

(Vi)
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SIGNIFICANT INVESTMENT, MATERIAL ACQUISITION AND
DISPOSAL OF SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURES

In 2019, we did not have any significant investment, material acquisition nor
disposal of subsidiaries, associates and joint ventures.

FUTURE PLANS FOR MATERIAL INVESTMENTS AND
CAPITAL ASSETS

As stated in the Prospectus, approximately 6.5% (approximately HK$37.7
million) of the net proceeds from the Listing is intended to use for upgrading
our existing hardware and software and procuring servers and approximately
20% (approximately HK$116.0 million) of the net proceeds from the Listing is
intended to use for strategic investments and acquisitions. For further details
of the proposed use of the net proceeds from the Listing, please refer to the
Prospectus.

From the Listing Date and up to the date of this annual report, we have
commenced the process of improving our development capabilities, but no actual
purchases has been made, and, while we have been exploring and tracking
potential opportunities in the market in a diligent and prudent manner, however,
no suitable investment objective has been found due to the relatively short history
of listing.

Save as disclosed in the Prospectus, there was no any other plans for material
investments and capital assets as at the date of this annual report.
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EXECUTIVE DIRECTORS

Mr. Zang Weizhong (# {& ), aged 39, is the chairman of the Board, an
executive Director and the chief executive officer of our Company. He was
appointed as a Director on November 7, 2018 upon the incorporation of our
Company, and was re-designated as an executive Director on August 2, 2019.
Mr. Zang established our Group in December 2013. He is the founder of our
Group. He is primarily responsible for formulating the overall business plan and
overseeing the business development and corporate culture of our Group.

Mr. Zang graduated from Wuhan Textile University (E0iZ%7%A2) in the PRC in
June 2011 and specialized his studies in international finance. Mr. Zang was
recognized as the “Outstanding and faithful entrepreneur in China (fE{EFHH(E
¥R)" by Chinese Enterprise Guozhixin (Beijing) Credit Evaluation Center* (F7 7>
BEE (b)) ERFHEF D) in June 2017,

Ms. Sun Hongyan (FZAL%f), aged 42, is the executive Director and finance
director of our Company. She was appointed as an executive Director on August
2, 2019. She is primarily responsible for managing financial issues of our Group,
and responsible for the overall tax planning and implementation of our Group.

Ms. Sun graduated from the Xi'an Jiaotong University (FEZZ3Z B A% in the
PRC in December 2000 and specialized her studies in accounting. She obtained
the Certificate of Accounting Professional from the Finance Bureau of Guangzhou
Development District* (/MM F 2 & ¥ BUS) in November 2002. She was granted
Qualification Certificate with Intermediate Level in Accounting (€5t 4 & 18 &
£) by the Ministry of Finance of the PRC (FF# A R £ MEIETEED) in September
2003. Ms. Sun became a non-practicing member of Guangdong Provincial
Institute of Certified Public Accountants (ER& MM E) in February
2010.

Ms. Sun joined our Group as the finance director of Lvji Technology in June 2015.
Ms. Sun serves as a director of Lvji Technology since October 2016. She also
serves as the finance director of Guangzhou Lvji, Huoer Guosi Lvji and Guangxi
Lvji since their respective establishment.
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Mr. Long Chao (¥i#), aged 40, was appointed as an executive Director on
August 2, 2019 and is the chief operation officer of our Company. He is primarily
responsible for formulating and executing the overall business strategies, and
new business generation and development of our Group.

Mr. Long obtained a bachelor’s degree in Computer Science and Technology
from Huazhong University of Science & Technology (EHRHZAZ) in the PRC in
June 2002. Mr. Long was accredited as a Senior Software Programmer (=472
Fr &) by the Examination Board of the Chinese Computer Software Professional
and Technical Qualifications and Standards* (F BIFFE# & 4 HEE KT E %A
KFEHZE D) in November 2000. He obtained a qualification certificate with
senior level of system analyst (Z##76D) by Professional Titles Reform Work
Leadership Group of Hubei Province* (¥4t BifEeE TEEE/VA) in October
2004.

Mr. Long first joined our Group as the chief operation officer of Lvji Technology
in August 2017. Mr. Long also serves as a director of Lvji Technology since
November 2017.

Mr. Zhou Qinyong (/& &) E), aged 32, was appointed as a non-executive
Director on August 2, 2019. He is primarily responsible for supervising and
providing advice to the Board. Mr. Zhou was appointed as a director of Lvji
Technology in May 2019.

Mr. Zhou has over three years of experience in investment management. Mr.
Zhou serves in Guangdong YUEKE Venture Capital Investment Management
Company Limited* (BR 281215 EEE AR A A]) from September 2015 as an
investment assistant to present as an investment director.

Mr. Zhou obtained a bachelor’s degree in Biotechnology from Central South
University (FRIAZ) in the PRC in June 2010. He subsequently obtained a
master’s degree in Hydrobiology from Sun Yat-sen University (FLLUAE) in the
PRC in June 2013.

Mr. Zhou obtained the AMAC Fund Practitioner Qualification Examination
Certificate (AMACE £t E A E ERZH K E A % &) in fund regulations,
professional ethics and business practices (B4 A2AM - BEBZEEKRE),
and private equity investment and fund basic knowledge (FLERIEREES EH
&038) by Asset Management Association of China (TEIBAFIREELERE) in
June 2016 and September 2016, respectively.
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Mr. Cheung King Him Edmund (38 # &), aged 40, was appointed as a
non-executive Director on August 2, 2019. He is primarily responsible for
supervising and providing advice to the Board.

Mr. Cheung has been holding various positions in the subsidiaries (and funds
under such subsidiaries) of BOC International Holdings Limited, the investment
banking arm of Bank of China Group, since March 2005. He has been an
executive director of CITP Advisors (Hong Kong) Limited, a company principally
engaged in provision of investment advisory services, since August 2013, and a
member of investment committee of China Infrastructure Partners, L.P., a fund
principally engaged in asset management, since April 2018. Prior to that, Mr.
Cheung was an executive director of private equity division at BOCI Asia Limited.
From March 2004 to March 2005, Mr. Cheung served as a business analyst at
Citibank, N.A. Prior to joining Citibank N.A., Mr. Cheung was an analyst of global
investment banking division at Deutsche Bank AG in Hong Kong from July 2000
to February 2003.

Mr. Cheung obtained a Bachelor of Arts from University of Chicago in the United
States in March 2000.

Mr. Zhang Jun (FRE), aged 48, was appointed as a non-executive Director on
August 2, 2019. He is primarily responsible for supervising and providing advice
to the Board. Mr. Zhang Jun first joined our Group as a director of Lvji Technology
in May 2019.

Mr. Zhang has over 11 years of experience in investment management. Mr. Zhang
has been a director of CNAMPGC Holdings Co., Ltd ( 2EBIERRMNER A7)
since May 2019, chairman of the board of Dongying Linglong Jinshan Investment
Management Company Limited* (R&¥R S ILREEEERAF) since January
2018 and a director and general manager of Beijing Zhongjin Guoke Chuangye
Capital Company Limited* (bR S EEIEIZEEERARAF) since August
2007.

Mr. Zhang obtained a bachelor’s degree in Statistics from Shandong University of
Finance and Economics (LI E 48 A£) in the PRC in July 1993. He subsequently
obtained a master’s degree in Corporate Governance from Capital University of
Economics and Business (& #4%EE 5 A£) in June 1996.

Mr. Zhang obtained the AMAC Fund Practitioner Qualification Examination
Certificate (AMACE £ A BEBRERKESEE) in private equity investment
and fund basic knowledge (FLE Mtk & £ EH ) and in fund regulations,
professional ethics and business practices (& EEER - BEBEREKE
#) by Asset Management Association of China (TEIZESREE S ¥R E) in July
2016.
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Ms. Gu Jianlu (B & ), aged 28, was appointed as an independent
non-executive Director on November 19, 2019. She is primarily responsible for
supervising and providing independent judgment to our Board.

Ms. Gu has over two years of experience in investment management. Ms. Gu has
been a managing director of Shanghai Qingzhitong Investment Management Co.,
Ltd.* (EEBZRREEEARAF) since July 2016.

Ms. Gu obtained a bachelor’s degree in Human Resources Management (A J7&
JREIR) from University of International Business and Economics (44MEEE 5
K£) in the PRC in June 2013. She subsequently obtained a master’s degree in
Engineering from Peking University (3t =2 K Z%) in the PRC in January 2016.

Mr. Liu Yong (2/%), aged 46, was appointed as an independent non-executive
Director on November 19, 2019. He is primarily responsible for supervising and
providing independent judgment to our Board.

Mr. Liu has over 10 years of experience in the social game development industry.
Mr. Liu has been the chief executive officer of Beijing BiUP Network Technology
Company Limited* (b 7 # & 48 4% 597 A R 2 &) since May 2018. He also
served as the chief executive officer of Rekoo Media Inc. from January 2008 to
December 2017.

Mr. Liu obtained a bachelor’s degree in Mines and Geochemistry from Peking
University (3t /R A£2) in the PRC in July 1996. Mr. Liu obtained a master’s degree
in computer science from University of lllinois at Urbana-Champaign in the United
States in May 2000.

Ms. Wu Daxiang (R K %), aged 36, was appointed as an independent
non-executive Director on November 19, 2019. She is primarily responsible for
supervising and providing independent judgment to our Board.

Ms. Wu has over eight years of experience in the accounting and risk
management industry. She has been the risk management vice president of
Shenzhen Sunflower Investment Co., Ltd.* (FYITmEZRERRLT) since
June 2017. Ms. Wu worked for Shenzhen Fuhai Minxiang Wealth Management
Company Limited, Zhengzhou Branch* (XY B ERZHEEEER A7),
responsible for due diligence and related matters from July 2015 to May 2017.
She served as a manager of Grant Thornton Accounting Firm (Special general
partnership) Xiamen Branch (A€ TAIEMH (BHRLBEAE) EFDH) from
November 2010 to June 2015.

Lvji Technology Holdings Inc. SEEFFRIIZRER A F
Annual Report 2019 —E—hEEHR

Profiles of Directors and Senior Management

EENEREERERERE

BRBLZL 8% R_T-NFr-ATNLBEEZ
ERBUFHTEE - RIBEABEEEEEQURE
RRAUB T HIE -

BRTAEREEE T AEBAMFLER - BLLAZ
T-AFLAE-ERELEFZAREERARA
AIMERRLHE -

BRIRN T ZF ARFREHIEEEZREA
NERERBTEMN - ZEEAR-FT—~F—A&F
Bt AR TIRERT ST -

YBERE 465 N_F-AET-ATLAEZE
RBIUFATES RIBEEEEETQURAR
{7 H -

AEEREREERETEREERI0FLR - 2% E
BT \FAABRETEREHBERMER AR
MITREE - HFE_SEN\F—RA2-_F—+F+
— R ¥ ERekoo Media Inc. By 1T ER4EE, -

AEER—NNAAFLARBPEILRAREREEN
RIEBRLBM - BIRAERR _TTTFRARR
BFMNEFAZEESR - FREORNGHERT ER
T

RRELRLT 3%m R_T-NFt-ATNLEEZ
ERBUFNTEF RIZABEEEZQIARE
REOB S -

REUTR G RAREETERRAN\FLR - KB
R HFERAREER)TRBEERERRA AR
REREAY RERLTET-RFtLtAZE-ZT—+
FRARRIIMESREZMEERARAAER &
EEBACHEEE - KB _T-TF+-AZE-F
—hEAAREBRRASHMERHN (BREBAR) B
P73 FTAEE



Lvji Technology Holdings Inc. SEFFRHLIZRER A F
Annual Report 2019 —Z— L EFH

Profiles of Directors and Senior Management
EEREAREERERE

Ms. Wu obtained a bachelor’s degree in Accounting from Hunan Agricultural
University (#7 £ % X2 in the PRC in June 2006.

Ms. Wu passed the Advanced Qualification Level of the National Accountant
Examination (SR &:tAI&EHKE5) in December 2013. Ms. Wu was granted
the International Registered Internal Audit Certificate (BIBF s AEEEETADE
£) in November 2009 by China Institute of Internal Audit (PEINEEHE).
She obtained the Certificate for Passing All the Required Subjects of the National
Uniform CPA Examination (i &stfi2B&E—EH 284 1%%E) in December
2009 from the Certified Public Accountants Examination Committee of The
Ministry of Finance of the PRC (FEIBIBESMEsreiEHZE ). She was
granted the Medium Level Qualification Certificate of Specialty and Technology (&
SR REERMEEEE) in May 2006 by The Ministry of Finance of the PRC (i
2= AR B I BEE).

Mr. Zang Weizhong (&), our executive Director and chief executive officer.
See “- Executive Directors” in this section for his profile.

Mr. Long Chao (8€i&), our executive Director and chief operation officer. See “-
Executive Directors” in this section for his profile.

Ms. Sun Hongyan (FAL%), our executive Director and finance director. See “-
Executive Directors” in this section for her profile.

Ms. Wang Xin (E2), aged 36, is the chief financial officer of our Company.
She was appointed as the chief financial officer of our Group on November 19,
2019. Ms. Wang joined our Group as the chief financial officer of Lvji Technology
in September 2018 and currently serves as the chief financial officer of both Lvji
Technology and our Company. Ms. Wang is primarily responsible for management
of investor’s relationship, financing and merger and acquisition of our Group.

Ms. Wang has over 12 years of working experience in financial controlling and
management of investor’s relationship. Prior to joining our Group, Ms. Wang
served as the joint chief financial officer, joint company secretary and general
manager of investor relations department of China New Higher Education Group
Co., Ltd. (a company whose shares are listed on the Hong Kong Stock Exchange
(stock code: 2001) from October 2014 to September 2018. She served as the
vice general manager of finance department of CP Pharmaceutical Group from
December 2010 to October 2014. She served as an internal control executive of
Bayer Healthcare Company Ltd. from August 2006 to November 2010.
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Ms. Wang obtained a bachelor’s degree in accounting from the Taiyuan University
of Technology (KR ¥ T K& in the PRC in July 2004. She subsequently
obtained a master’s degree in accounting from Nanjing University of Science
and Technology (BT AZ) in the PRC in July 2006. She also obtained a
master’s degree in business administration jointly offered by the National School
of Development of Peking University (3t X A2 in the PRC and Vierick Business
School, Belgium in Belgium in November 2014.

Ms. Wang received the Certificate for Passing All the Required Subjects of
the National Uniform CPA Examination (;Ffi&:tii2EE— 2R 2RAKE)
from the Certified Public Accountant Examination Committee of the Ministry of
Finance of the PRC (P BB/ B M€ 5AIZ B ) in August 2009. Ms. Wang is
enrolled in the qualification program of the Hong Kong Institute of Certified Public
Accountants.

Mr. Wen Lijun (BFI%E), aged 27, is the sales director of our Company. He was
appointed as the sales director of our Group on November 19, 2019. Mr. Wen has
served as the sales director of Lvji Technology since June 23, 2014. Mr. Wen is
primarily responsible for implementing annual sales strategy and sales target of
our Group.

Prior to joining our Group, Mr. Wen served as the head of training department of
Guangzhou Zengcheng Blue Eagle Education and Training Center* (B i3 &
EX A £53)I5 ) from June 2011 to June 2013,

Mr. Wen graduated from Sun Yat-Sen University (LA in June 2015 and he
specialized his studies in administration management. He has been recognized
as the Project Management Professional by the Project Management Institute
since June 2018. Mr. Wen has been a lecturer for Guangzhou Youth Social Work
Training (BT E DFE TIEREFIERT) from December 2015 to November
2017.
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COMPANY SECRETARY

Ms. Lam Shi Ping (L) was appointed as a company secretary of our
Company on August 20, 2019 and is nominated by Boardroom Corporate Services
(HK) Limited (“Boardroom”) pursuant to an engagement letter made between the
Company and Boardroom, pursuant to which Boardroom has agreed to provide
certain corporate secretarial services to the Company.

Ms. Lam has over eight years of experience in company secretarial matters,
which is gained from her working experience with various companies listed in
Hong Kong.

She was admitted as an associate member of The Hong Kong Institute of
Chartered Secretaries in April 2015 and an associate member of The Institute of
Chartered Secretaries and Administrators in the United Kingdom in April 2015.

Ms. Lam obtained a diploma of commerce from Australian Institute for University
Studies in Australia in December 2001. She obtained a bachelor’'s degree in
business administration from Curtin University of Technology in Australia in July
2003. She subsequently obtained a master’s degree in corporate governance
from The Hong Kong Polytechnic University in Hong Kong in October 2014.
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The Board presents this directors’ report in the Group’s annual report for the year
ended December 31, 2019.

GLOBAL OFFERING

The Company was incorporated in the Cayman Islands on November 7, 2018 as
an exempted company with limited liability under the laws of the Cayman Islands.
The Shares were listed on the Main Board of the Stock Exchange on the Listing
Date. 352,700,000 Shares were issued under the Global Offering at the price of
HK$2.12 per Share, raising net proceeds of approximately HK$580.0 million (after
deducting the underwriting commissions and related listing expenses payable by
the Company in the Global Offering). As at the Listing Date, the share capital of
the Company was US$14,103,000 divided into 1,410,300,000 ordinary shares of
US$0.01 each.

PRINCIPAL BUSINESS

The Group is a market leader in China’s online tour guide industry. The Group
deploys software on its cloud system to provide online tour guide with proprietary
contents, which include illustrated maps of tourist attractions, editorial contents
and voice-over commentaries of points of interest in the tourist attractions,
and are implemented to include functions such as real-time navigation. As a
technology-driven company, the Group prioritizes the development of its software
and information technology, including research and development in big data and
artificial intelligence capabilities.

There were no significant changes in the nature of the Group’s principal business
during the year ended December 31, 2019. Please refer to note 1 to the
Consolidated Financial Statements for details of the principal business of the
Group.

RESULTS
The results of the Group for the year ended December 31, 2019 are set out in
the Consolidated Statement of Comprehensive Income of this annual report.
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DIVIDEND AND DIVIDEND POLICY

No dividend was declared and paid by the Company for the year ended
December 31, 2019. The Directors do not recommend any payment of a final
dividend for the year ended December 31, 2019. The Group does not have any
pre-determined dividend pay-out ratio. The declaration of dividends is subject
to the discretion of the Board. Any declaration of final dividend by the Company
shall also be subject to the approval of the Shareholders in a general meeting
The Directors may recommend a payment of dividends in the future after taking
into account the operations and earnings, capital requirements and surplus,
general financial condition, contractual restrictions, capital expenditure and
future development requirements, shareholders’ interests and other factors which
they may deem relevant at such time. Any declaration and payment as well as
the amount of the dividends will be subject to constitutional documents, any
applicable laws and regulations, including the laws of the Cayman Islands.

SHARE CAPITAL
Details of the issued shares of the Group during the year ended December 31,
2019 are set out in note 26 to the Consolidated Financial Statements.

DISTRIBUTABLE RESERVES

As at December 31, 2019, the Company had no distributable reserves.
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FINANCIAL SUMMARY

The Group’s financial summary for the last four financial years is set out in the
section headed “Four-Year Performance Review” of this annual report.

BANK LOANS AND OTHER BORROWINGS
As of December 31, 2019 the Group had no outstanding bank loans.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during
the year ended December 31, 2019 are set out in note 14 to the Consolidated
Financial Statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of Association and
there is no restriction against such rights which would oblige the Company to
offer new shares on a pro-rata basis to the existing Shareholders.

TAX RELIEF

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

USE OF PROCEEDS FROM THE GLOBAL OFFERING

The Shares were successfully listed on the Stock Exchange on the Listing Date.
The net proceeds from the Listing were approximately HK$580.0 million (after
deducting the underwriting commissions and other related listing expense
payable by the Company in the Global Offering). Since the Listing Date and up
to the date of this annual report, the net proceeds has not been utilized and is
placed in licensed banks in HK and in the PRC. The Company intends to apply
such proceeds in the same manner and proportions as stated in the Prospectus
as follows:

e approximately 50%, or HK$290.0 million, for the production of online tour
guide for tourist attractions in the PRC and overseas to cover more tourist
attractions and improve our competitiveness by 2022;

. approximately 10%, or HK$58.0 million, for upgrading the content of
existing products;

. approximately 30%, or HK$174.0 million, for data collection and
content production of the tourist attractions we plan to develop online
tour guide for;

. approximately 10%, or HK$58.0 million, for the expansion of our
content production team;
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e approximately 10%, or HK$58.0 million, for the recruitment of R&D talents
and improving our development capabilities to enhance product quality and
research and develop new products and services by 2022;

. approximately 3.5%, or HK$20.3 million, for upgrading our existing
hardware and software;

. approximately 3.5%, or HK$20.3 million, for the recruitment of more
R&D talents;

. approximately 3.0%, or HK$17.4 million, for the procurement of
Servers;

e approximately 10%, or HK$58.0 million, for the promotion of our brand
value and improving our sales and marketing capabilities by 2022;

. approximately 6.0%, or HK$34.8 million, for participating in industry
exhibitions and conferences, on-site promotion at tourist attractions
and marketing activities;

. approximately 4.0%, or HK$23.2 million, for new product launches
and marketing;

e approximately 20%, or HK$116.0 million, for strategic investments and
acquisitions by 2022; and

° approximately 10%, or HK$58.0 million, for working capital and general
corporate purposes by 2022.
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BUSINESS REVIEW

Overview and performance of the Year

Business review and financial review are provided in the Management’s
Discussion and Analysis section of this annual report.

Environmental Policies and Performance

The Group’s business model generally involves online sales of online tour guide
to its end users. Therefore, the Group is not subject to significant health, safety
or environmental risks. The Group does not expect to incur any material liabilities
or expenditures in these respects. To ensure compliance with applicable laws
and regulations, its human resources team under its administration department
would, if necessary, adjust its human resources policies from time to time to
accommodate material changes to relevant labor and safety laws and regulations.

Compliance with Relevant Laws and Regulations

The Group has complied in all material respects with the requirements under the
Companies Ordinance, the Listing Rules, the SFO and the Corporate Governance
Code for, among other things, the disclosure of information and corporate
governance. The Group has also complied in all material respects with other
relevant laws and regulations that have a significant impact on the operations of
the Group.

Key Relationships with Stakeholders

Relationship with Customers

The Group provide services to end users but collect related sales proceeds from
OTAs. Based on the flow of revenue collection stream, OTAs are deemed as
customers. The other customers include travel agencies, users of Lvji APP, tourist
attraction administrators and government offices.

The Group develops and maintains long-term strategic relationships with our
OTAs.

e  sales and marketing department: expand and maintain the corresponding
OTA channel, facilitate communication between OTA headquarters and
regional business leaders, and continuously deepen cooperation and
promote our products on the OTA platform;

e operations department: responsible for providing OTA with products to and
from the production line, price adjustment, handling related end-user and
OTA feedback and complaints, coordinating system daily docking, daily
order check and statistics;
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° product team under our content production department: provide product
service and technical support for OTA, and connect with OTA system to
realize transmission and check between content data and order data;

° project team under our operations department: coordinate with product
technical team to produce contents, development functions and systems;
and

° management team under our operations department: be responsible for
developing business policies and strategies, monitoring and advancing the
implementation of policies and strategies.

The Group’s top five customers accounted for approximately 94.2% of its total
revenue for the year ended December 31, 2019 (2018: 96.8%) whereas its
largest customer accounted for approximately 35.3% of its total revenue for the
year ended December 31, 2019 (2018: 53.3%).

For the year ended December 31, 2019, none of the Directors, any of their
close associates or any Shareholders (which to the knowledge of the Directors
owns more than 5% of the number of the issued shares of the Company) was
interested in the top five customers of the Group.

Relationship with Suppliers

From financial perspective, OTAs are categorized as suppliers as their
pre-deducted concession fees are recognized as our cost of sales. The OTA
concession fees attributable to the five largest OTAs (in terms of OTA concession
fees contribution) accounted for approximately 82.5% of its cost of sales for
the year ended December 31, 2019 (2018: 89.7%) whereas the largest OTA (in
terms of OTA concession fees contribution) accounted for approximately 30.9% of
our cost of sales for the year ended December 31, 2019 (2018: 50.0%).

The suppliers of operation, to whom it directly make payments for the purchases,
primarily consist of (i) data collection and content providers, (ii) data storage,
server hosting and bandwidth providers, and (iii) human resource outsourcing
agents who provide experienced staff for us. The Group’s top five suppliers in
terms of purchase amount, which excluded OTA concession fees, consulting
expenses costs and listing fees, accounted for approximately 96.3% of its total
purchase amount for the year ended December 31, 2019 (2018: 96.3%).

For the year ended December 31, 2019, none of the Directors, any of their
close associates or any Shareholders (which to the knowledge of the Directors
owns more than 5% of the number of the issued shares of the Company) was
interested in the top five suppliers of the Group.
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Relationship with Our Employees

The Group embraces its employees as the most valuable assets of the Group.
The objective of the Group’s human resources management is to reward and
recognize outstanding employees by providing competitive remuneration packages
and implementing a sound performance appraisal system with appropriate
incentives, and to promote career development and progression within the Group
by providing robust internal training and opportunities. In particular, to strengthen
and sustain its technology innovation, the Group will continue to attract, train
and retain more talent in technology, research and development. New talent will
continue to support its technology and will be offered advancement on-the-job
training programs and promotion opportunities.

Relationship with Our Shareholders

The Group recognizes the importance of protecting the interests of the
Shareholders and of having effective communication with them. The Group
believes communication with the Shareholders is a two-way process and
have thrived to ensure the quality and effectiveness of information disclosure,
maintain regular dialogue with the Shareholders and listen carefully to the
views and feedback from the Shareholders. This has been done through general
meetings, corporate communications, interim and annual reports and results
announcements.

Principal Risk and Uncertainties

Risk of Major Customers

Since a limited number of customers, including OTAs, take up a substantial
portion of the Company’s revenue, there will be an adverse impact on the sales
and profit of the Group if these major customers reduce the volume of, or no
longer sell, their travel products and services sold through us.

Response measures: The Group will increase market sales of its products
through a diversified source of customers, including (i) contracting with regional
travel agents; (i) end users of its Lvji APP; (i) contracting with local tourist
attraction administrators; and (iv) engaging in cooperation relationships with local
government offices. At the same time, the Group will actively look for mergers
and acquisition opportunities to expand the market size.
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Risk of Competition within the Industry

Competition in the online tour guide industry is competitive. The Group compete
primarily with other online tour guide providers and, to a lesser extent, travel
agencies and OTAs. As China’s online travel market continues to evolve, the
Group may face with increased competition from new online tour guide providers
or travel agencies and OTAs that seek to expand into this industry. Increased
competition could reduce our operating margins and profitability and result in its
loss of market share.

Response measures: The Group will continue to make, substantial investments
in its sales and marketing efforts, including broadening its user acquisition
channels. At the same time, the Group will further improve its market competition
analysis mechanism, focus on market dynamics and collect market information.
In addition, the Group will continue to increase its competitiveness through
expanding the range of our product and service offerings, growing its user base,
enhancing its user engagement, and pursuing strategic alliances, acquisitions
and investments.

Risk of Retaining and Growing our User Base

The size of the Group’s user base and the level of user engagement are critical
to our success. The Group’s business will continue to significantly depend on our
users and their level of engagement with its products and services. If users no
longer view its products and services as useful and attractive, the Group may not
be able to increase or maintain its user base and the level of user engagement.
Thus, its operating results and long-term monetization potential could be
adversely impacted.

Response measures: the Group will continue to seek the most effective and
cost-efficient ways to expand our user base through a diverse range of traffic
acquisition channels. The Group’s major strategies are (i) increasing user
awareness through OTAs, (ii) enhancing its brand equity through marketing and
promotional activities, (i) acquiring traffic efficiently for its Lvji APP, and (iv)
providing a more personalized user experience with smart tourism solutions to
meet its users’ evolving needs.
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Risk of Regulatory or Governmental Policy Changes

The Group is required to obtain, maintain and renew various licenses, permits
and accreditations from time to time for its business operations. Although as
confirmed by a written confirmation dated November 29, 2019 issued from
Guangdong Communications Administration, being the competent authority to
confirm matters relating to the operation of ICP services and application for
ICP License in Guangdong province, that currently there is no relevant policy or
regulation that requires the Group to obtain an ICP License, the Group may be
required to obtain the ICP license or any additional licenses or permits in the
future if there is a change in interpretation of the PRC laws and regulations.
Should the Group fail to obtain or renew the certificates, licenses or accreditations
required to operate its businesses in a timely manner or at all, the Group may be
subject to fines or penalties and our business may be materially disrupted which
could have a material and adverse effect on our financial performance and results
of operations.

Response measures: The Group will continue to comply with all the applicable
PRC laws, regulatory requirements and guidelines in relation to our business and
operations in all material respects. Should there be a change of regulation or
governmental policies, the Group will obtain or renew the certificates, licenses or
accreditations required to operate its businesses in a timely manner.

A description of the future development in the Company’s business is provided in
the Chairman’s Statement and the Management’s Discussion and Analysis section
of this annual report.

Given the epidemic outbreak of COVID-19 in China since January 2020,
the Company implemented a series of measures, such as delay of work
resumption, in accordance with the requirements issued by the central and local
governments regarding prevention and control, to ensure the health and safety
of our employees. The Board attaches great importance to the development of
COVID-19, and does its best-efforts in COVID-19 prevention and control as well
as operating management of the Group. Since January 2020 and as of the date
of this annual report, the Group’s production of the online tour guide slightly
increased compared with the same period last year. However, domestic sales
were greatly affected by epidemic control in the short term. It is expected that the
domestic market will recover by the end of April 2020 and will see a sales peak
in the summer holidays. As of the date of this annual report, the overall impact of
the epidemic and the country’s macroeconomic policy adjustments on the macro
economy could not be reasonably estimated. The Group will continue to pay
close attention to the development of the epidemic, make further judgments and
estimates based on this, and take relevant measures.

Save for the above, the Directors are not aware of any significant event requiring
disclosure that has taken place subsequent to December 31, 2019 and up to the
date of this annual report.
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DIRECTORS

The Directors up to the date of this annual report are:

Executive Directors:

Mr. Zang Weizhong (Chairman and Chief Executive Officer)
Ms. Sun Hongyan

Mr. Long Chao

Non-executive Directors:
Mr. Zhou Qinyong

Mr. Cheung King Him Edmund
Mr. Zhang Jun

Independent Non-executive Directors:
Ms. Gu Jianlu

Mr. Liu Yong

Ms. Wu Daxiang

In accordance with article 83(3) of the Articles, any Director appointed by the
Board to fill a casual vacancy on the Board shall hold office until the first general
meeting of the Company after his/her appointment and be subject to re-election
at such meeting and any Director appointed by the Board as an addition to the
existing Board shall hold office until the next following annual general meeting
of the Company and shall then be eligible for re-election. Accordingly, Mr. Zang,
Ms. Sun Hongyan, Mr. Long Chao, Mr. Zhou Qinyong, Mr. Cheung King Him
Edmund, Mr. Zhang Jun, Ms. Gu Jianlu, Mr. Liu Yong and Ms. Wu Daxiang will
hold office as Directors until the AGM and are subject to re-election. No Director
proposed for re-election at the AGM has an unexpired service contract or letter of
appointment which is not determinable by the Company or any of its subsidiaries
within one year without payment of compensation, other than statutory
compensation.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and the senior management of the Group are
set out in the section headed “Profiles of Directors and Senior Management” of
this annual report.
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DIRECTORS’ SERVICE CONTRACTS

Mr. Zang Weizhong entered into a service contract with the Company on
November 7, 2018 and Ms. Sun Hongyan and Mr. Long Chao entered into a
service contract with the Company on August 2, 2019. The service contract of
each of the executive Directors are for an initial term of three years. The service
contracts are subject to termination in accordance with their respective terms.

The non-executive Directors each entered into a letter of appointment with the
Company pursuant to which they agree to act as an non-executive Director for an
initial term of three years from January 17, 2020 until terminated in accordance
with the terms and conditions of the letter of appointment or by either party
giving to the other not less than one months prior notice in writing.

The independent non-executive Directors each signed a letter of appointment with
the Company and have been appointed for a term of three years from January
17, 2020. The appointment may be terminated by either party giving to the other
not less than one month’s prior notice in writing.

None of the Directors have an unexpired which is not determinable by the
Company or any of its subsidiaries within one year without payment of
compensation, other than statutory compensation.

CONFIRMATION OF INDEPENDENCE FROM THE
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive Directors
a confirmation of their respective independence pursuant to Rule 3.13 of the
Listing Rules. The Company has duly reviewed the confirmation of independence
of each of these Directors. The Group considers that the independent
non-executive Directors are in compliance with the independent guidelines set
out in Rule 3.13 of the Listing Rules and are independent in accordance with the
terms of the guidelines.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY OR ITS
ASSOCIATED CORPORATIONS

As the Company was not listed on the Stock Exchange as at December 31, 2019,
Divisions 7 and 8 of Part XV of the SFO and Section 352 of the SFO were not
applicable to the Directors or chief executive of the Company as of December 31,
2019.
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As of the date of this annual report, the interests and short positions of the
Directors and chief executives of the Company in the shares, underlying shares
or debentures of the Company or any of the associated corporations (within the
meaning of Part XV of the SFOQ), which were required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they were taken or deemed

to have under such provisions of the SFQ); or

(b) pursuant to Section 352 of the

SFO, to be entered in the register referred to therein; or (c) to be notified to the
Company and the Stock Exchange pursuant to the Model Code, were as follows:

HEAFTHAY EZIRARAETETRABRAL
AR ER (TR R EHRBEGOEXNE) &
B HEROIEEED  BEBQREZEHFLE
BROIEXVEBET R B E AR A LB g
KR (REESREES KBS EINE BB E
ERWEAREENRERAR)  RO)BREEFRGE
BB 35216 R E F A ZIGFTIEE M A R K
B BORBZETNERAR LB MER R
KEWT

Interests in Shares of the Company REQRRBHIESR
Approximate
percentage of
Number of shareholding
Name of Director Capacity/Nature of interest shares held Long/Short position in the Company
RAED AR
Bz 51 ERME FiRAME HE /%A BABEDE
Mr. Zang Interest in controlled corporation/ 547,002,500 Long position 38.79%
Interest of a party to an agreement
regarding interest in the Company<2>
BT Fxﬁ&@m%*h/ﬁ$ 55)
ERAENGRI NS ER
Notes:
otes MTEI

As of the date of this annual report, Lu Jia Technology directly holds 399,249,400
Shares. As Lu Jia Technology is wholly and beneficially owned by Mr. Zang, Mr. Zang is
deemed to be interested in the Shares held by Lu Jia Technology under the SFO.

Mr. Zang is a party to the acting in concert deed dated July 25, 2019 entered into by
the Controlling Shareholders pursuant to which each of Mr. Zang, Lu Jia Technology,
Mr. Fan, Invest Profit, Jieming Sanhao LLP, Jieming Sanhao BVI, Qifu Honglian LLP and
Qifu Honglian BVI agree to act and vote in concert with each other based on consensus
reached among themselves (or the instructions of Mr. Zang when no consensus can
be reached) for all operational and other matters at board meetings or shareholders’
meetings of each of the Group companies. Mr. Zang is therefore deemed to be
interested in the Shares of 147,753,100 Shares held by Lu Jia Technology, Mr. Fan,
Invest Profit, Qifu Honglian LLP, Qifu Honglian BVI, Jieming Sanhao LLP and Jieming
Sanhao BVI under the SFO.

(1) HEAFHRAS L Jia TechnologyE&%ﬁS% 249,400
A&7 o BRLu Jia Technologyr Bl £ 2 BB %A -
RIEFEHRAEED] - Bk ERR AR Jia Technology
BEOROPHEEER -

@ BAEAERBFRIYNERA-T-NFLAZ+R
B —BITHRENER—BTOH - Bt BEE
Lu Jia Technology * #2554 « Invest Profit » Jieming Sanhao
LLP + JiemingSanhao BVI * Qifu Honglian LLP 2 Qifu Honglian
BVHRERERSEAREEKEAANEEEIRR
R AR EREMETENN—HER (MK
EN-BER  URBRSCENETR) RIULZH-B1T
BR&R Al Wi B REBERD - BEERRR
#Lu Jia Technology * B25E 4 - Invest Profit + Qifu Honglian
LLP - Qifu Honglian BVI ~ Jieming Sanhao LLP % JiemingSanhao
BVI¥ 5 #9147,753,100 AR K7 R 5 4845 o



Interests in Shares of an Associated Corporation
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REBEER G R

Name of Nature of

associated corporation

Name of Director and
chief executive

interest/capacity

Number of
shares held

in the associated
corporation

Percentage of
shareholding

AL E
EERIETBAEHSE HELEEE EREME 54 BEHNRABEA FREOL
Mr. Zang Lu Jia Technology™ Beneficial owner 50,000 100%
FERE Lu Jia Technology!" EaEAA
Note: Mi3E -
) As of the date of this annual report, Lu Jia Technology is interested in approximately (1) BEAEHRAM - Lu Jia Technology RO A A R 2 2 5 8%
38.79% of the total issued share capital of the Company. Therefore, Lu Jia Technology IRAPEEH38.79%ER - Al - BEEFRHAER
is an associated corporation of the Company for the purpose of the SFO. {5+ Lu Jia TechnologyA 24X 72 7] KU KR EE £ B
Save as disclosed above, as of the date of this annual report, none of the KR EXFBREEI  BEAFHRAY  BESEHAX

Directors nor the chief executives of the Company has any interests or short
positions in the shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the SFO) which
were required () to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which they were taken or deemed to have taken under such provisions of the
SFO); or (b) pursuant to Section 352 of the SFO, to be entered in the register
referred to therein; or (c) to be notified to the Company and the Stock Exchange
pursuant to the Model Code.

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

As the Company was not listed on the Stock Exchange as at December 31, 2019.
Divisions 2 and 3 of Part XV of the SFO and Section 336 of the SFO were not
applicable to the Company as of December 31, 2019.

As of the date of this annual report, the following persons and entities (other
than the Directors or chief executives of the Company) have interests or short
positions in the shares and underlying shares which are required to be notified
to the Company and the Stock Exchange under the provisions of Divisions 2 and
3 of Part XV of the SFO; or as recorded in the register of interests required to be
kept by the Company pursuant to Section 336 of Part XV of the SFO:
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Approximate
percentage of

Number shareholding
Name of shareholders Capacity/Nature of interest of Shares held Long/Short position in the Company
i RERQ R R
A8/ A g1/ BEHME ROBE #& /%A BHARS
Lu Jia Technology Beneficial owner 399,249,400 Long position 28.31%
Lu Jia Technology EmEA A S
Interest of a party to an 147,753,100  Long position 10.48%
agreement regarding
interest in the Company
BN R AR ® HE
R TTHERO
Invest Profit Beneficial owner 61,444,900 Long position 4.36%
Invest Profit EmEEA "HE
Interest of a party to an 485,557,600  Long position 34.43%
agreement regarding
interest in the Company™
BRA R T 52
RIHI TR
Mr. Fan® Interest in controlled corporation/ 547,002,500 Long position 38.79%
Interest of a party to an
agreement regarding interest
in the Company®
BESHEO RimLE gD ARARE 5=
R R K =
Qifu Honglian BVI Beneficial owner 47,401,200  Long position 3.36%
Qifu Honglian BVI EmEA A S
Interest of a party to an 499,601,300 Long position 35.43%
agreement regarding interest
in the Company™
BRI A AR A
BERE: 3
Qifu Honglian LLP® Interest in controlled corporation/ 547,002,500 Long position 38.79%

Interest of a party to an
agreement regarding interest
in the Company™

S ARAAR 7R
0 TR A

Qifu Honglian LLP®
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Approximate
percentage of

Number shareholding
Name of shareholders Capacity/Nature of interest of Shares held Long/Short position in the Company
) Fis REATHR
A8/ A 51/ ERtE RAME HE /%A BHARS
Shenzhen Qifu Capital Interest in controlled corporation 547,002,500 Long position 38.79%
Management Company Limited*
(R Y1 T R, AR 12
BRAT)
RINTRBREREEARAAY R EEER HE
Shanghai Qianfu Investment Interest in controlled corporation 547,002,500 Long position 38.79%
I\/Iar]agement Qompany Limited*
(L ERBEEESEBRAR)Y
FEREKREEEBRAF RIEEE R e
Fu Zhekuan* (B &)® Interest in controlled corporation 547,002,500 Long position 38.79%
BHEEO R EE R e
Jieming Sanhao BVI Beneficial owner 38,907,000  Long position 2.76%
Jieming Sanhao BVI BEaEA A e
Interest of a party to 508,095,500 Long position 36.03%
an agreement regarding
interest in the Company™
BRAAREENIHH 52
FIRY RO
Jieming Sanhao LLP® Interest in controlled corporation/ 547,002,500 Long position 38.79%
Interest of a party to an
agreement regarding interest
in the Company®
Jieming Sanhao LLP“ RimLEgEs S ARARE LESo)
W28 B % T 4075 M AS
Guangzhou Shi Jieming Interest in controlled corporation 547,002,500 Long position 38.79%
Investment Management Limited*
(BMTREsRIR g EIR
BRAF)
BMNTREREEEERARY EEEER HE
Wang Bing* (£ 7K)® Interest in controlled corporation 547,002,500 Long position 38.79%

F ke

XL E R
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Approximate
percentage of

Number shareholding
Name of shareholders Capacity/Nature of interest of Shares held Long/Short position in the Company
\ Fiss REATHR
A8/ A g1/ BHME RHBE #E /%R BARS
Yongtai BVI Beneficial owner 115,660,600  Long position 8.20%
Yongtai BV EmEA A S
Yongtai LLP® Interest in controlled corporation 115,660,600 Long position 8.20%
Yongtai LLP® RN e
Dongying Chunhua Consultancy Interest in controlled corporation 115,660,600 Long position 8.20%
Management Company Limited*
(REEEZEZABERABR AT
REFEFRNEBEERAAF R EE R e
Dongying Linglong Jinshan Investment  Interest in controlled 115,660,600 Long position 8.20%
Management Company Limited* corporation
ek EER
BRAF)S
REREINREBEERAFO P EEEZR 5=}
BOCIFP Beneficial owner 84,615,300 Long position 6.00%
BOCIFP EnBEAA e
Bank of China Limited® Interest in controlled corporation 84,615,300 Long position 6.00%
R EIRTTIRD B R A RO R EEER e
China Investment Corporation® Interest in controlled corporation 84,615,300 Long position 6.00%
HREIREBREEARO TP AERER e
Notes: BisE -
) It is a party to the acting in concert deed dated July 25, 2019 entered into by the 1 EAEBRBRRITUMARA-S-AFLA=-+AA

Controlling Shareholders pursuant to which each of Mr. Zang, Lu Jia Technology, Mr.
Fan, Invest Profit, Jieming Sanhao LLP, Jieming Sanhao BVI, Qifu Honglian LLP and
Qifu Honglian BVI agree to act and vote in concert with each other based on consensus
reached among themselves (or the instructions of Mr. Zang when no consensus can
be reached) for all operational and other matters at board meetings or shareholders’

meetings of each of the Group companies.

B—BITBHZEMER—RNR Bt #EE-
Lu Jia Technology * #2554 + Invest Profit » Jieming Sanhao
LLP - Jieming Sanhao BVI - Qifu Honglian LLP X Qifu Honglian
B ABREHEEAREZREAAEELIRE
AELBRFAELLERAMEEERN—BER (MK

ER-HER  MERBRELENER) Rtz B8
PRER -



As at the date of this annual report, Invest Profit directly holds 61,444,900 Shares.
Being a party to the acting in concert deed dated July 25, 2019, Invest Profit is deemed
to be interested in the Shares held by Mr. Zang, Lu Jia Technology, Qifu Honglian LLP,
Qifu Honglian BVI, Jieming Sanhao LLP and Jieming Sanhao BVI.

Invest Profit is wholly and beneficially owned by Mr. Fan and therefore Mr. Fan is
deemed to be interested in the Shares held by Invest Profit under the SFO.

As at the date of this annual report, Qifu Honglian BVI directly holds 47,401,200 Shares.
Being a party to the acting in concert deed dated July 25, 2019, Qifu Honglian BVI is
deemed to be interested in the Shares held by Mr. Zang, Lu Jia Technology, Mr. Fan,
Invest Profit, Jieming Sanhao LLP and Jieming Sanhao BVI. Qifu Honglian BVI is wholly
and beneficially owned by Qifu Honglian LLP. The general partner of Qifu Honglian LLP
is Shenzhen Qifu Capital Management Company Limited which in turn is owned as to
approximately 30.13% by Shanghai Qianfu Investment Management Company Limited
and as to approximately 16.82% by Fu Zhekuan, among others. Shanghai Qianfu
Investment Management Company Limited is owned as to approximately 81.25% by Fu
Zhekuan. Therefore, Qifu Honglian LLP, Shenzhen Qifu Capital Management Company
Limited, Shanghai Qianfu Investment Management Company Limited and Fu Zhekuan
are deemed to be interested in the Shares held by Qifu Honglian BVI under the SFO.

As at the date of this annual report, Jieming Sanhao BVI directly holds 38,907,000
Shares. Being a party to the acting in concert deed dated July 25, 2019, Jieming
Sanhao BVI is deemed to be interested in the Shares held by Mr. Zang, Lu Jia
Technology, Mr. Fan, Invest Profit, Qifu Honglian LLP and Qifu Honglian BVI. Jieming
Sanhao BVI is wholly and beneficially owned by Jieming Sanhao LLP. The general
partner of Jieming Sanhao LLP is Guangzhou Shi Jieming Investment Management
Limited which in turn is owned as to approximately 74.5% by Wang Bing. Therefore,
Jieming Sanhao LLP, Guangzhou Shi Jieming Investment Management Limited and
Wang Bing are deemed to be interested in the Shares held by Jieming Sanhao BVI
under the SFO.

Yongtai BVI is wholly and beneficially owned by Yongtai LLP. The general partner of
Yongtai LLP is Dongying Chunhua Consultancy Management Company Limited which
in turn is owned as to 99% by Dongying Linglong Jinshan Investment Management
Company Limited. Therefore, Yongtai LLP, Dongying Chunhua Consultancy Management
Company Limited and Dongying Linglong Jinshan Investment Management Company
Limited are deemed to be interested in the Shares held by Yongtai BVI under the SFO.

BOCIFP is wholly owned by BOC International Holdings Limited, which is in turn wholly
owned by Bank of China Limited. As at the date of this annual report, Central Huijin
Investment Ltd. holds approximately 64.02% of the total issued ordinary share capital
of Bank of China Limited. Central Huijin Investment Ltd. is a state-owned investment
PRC company which is wholly owned by China Investment Corporation. Therefore China
Investment Corporation and Bank of China Limited are deemed to be interested in the
Shares held by BOCIFP under the SFO.

Save as disclosed above, as of the date of this annual report, no other person
or entity (other than the Directors or chief executives of the Company) has an
interest or short position in the shares or underlying shares of the Company
which are required to be notified to the Company and the Stock Exchange under

the provisions of Divisions 2 and 3 of Part XV of the SFO; or as recorded in the

register required to be kept by the Company pursuant to Section 336 of the SFO.
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DIRECTORS’
DEBENTURES
Save as disclosed in the section headed “Directors and Chief Executives’
Interests and Short Positions in Shares, Underlying Shares and Debentures of the
Company or its Associated Corporations” above, at no time during the year ended
December 31, 2019 and up to the date of this annual report was the Company or
any of its subsidiaries, a party to any arrangement that would enable the Directors
to acquire benefits by means of acquisition of the shares in, or debentures of, the
Company or any other body corporate, and none of the Directors or any of their
spouses or children under the age of 18 were granted any right to subscribe for
the equity or debt securities of the Company or any other body corporate or had
exercised any such right.

RIGHTS TO ACQUIRE SHARES OR

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

Save for their respective interests in the Group, none of the Directors or their
respective close associates was interested in any business which directly or
indirectly competes or is likely to compete with the businesses of the Group from
the Listing Date and up to the date of this annual report.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Other than disclosed in the section headed “Related Party Transactions” in Note
31 to the consolidated financial statement contained in this annual report, no
transaction, arrangement or contract of significance to which the Company or
any of its subsidiaries was a party and in which a Director or its connected entity
(within the meaning of Section 486 of the Companies Ordinance) had a material
interest, whether directly or indirectly, and subsisting during the year ended
December 31, 2019 or as of December 31, 2019.

CONTRACT OF SIGNIFICANCE WITH CONTROLLING
SHAREHOLDERS

Other than disclosed in the section headed “Related Party Transactions” in Note
31 to the consolidated financial statements contained in this annual report, no
contract of significance was entered into between the Company or any of its
subsidiaries and the Controlling Shareholders or any of its subsidiaries during
the year ended December 31, 2019 or subsisted as of December 31, 2019. No
contract of significance for the provision of services to the Company or any of its
subsidiaries by a Controlling Shareholder or any of its subsidiaries was entered
into during the year ended December 31, 2019 or subsisted as of December 31,
2019.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or
any substantial part of the business of the Company were entered into or existed
during the year ended December 31, 2019 and up to the date of this annual
report.

DIRECTORS’ PERMITTED INDEMNITY PROVISION

Pursuant to article 164 of the Articles of Association and subject to Cayman
Islands Companies Law, each Director shall be indemnified and secured harmless,
out of the assets and profits of the Company, from and against all actions, costs,
charges, losses, damages and expenses which they or any of them, their or any
of their heirs, executors or administrators, shall or may incur or sustain by or by
reason of any act done, concurred in or omitted in or about the execution of their
duty.

Furthermore, pursuant to an indemnification agreement dated August 2, 2019
entered into between the Company and Mr. Cheung King Him Edmund (the
non-executive Director), pursuant to which, the Company agreed to indemnify
Mr. Cheung King Him Edmund against all expenses, judgments, fines, interest
or penalties, and excise taxes assessed with respect to any employee benefit or
welfare plan, which are actually and reasonably incurred in connection with any
proceeding (other than, among other things, the circumstances when Mr. Cheung
King Him Edmund has been finally adjudged to have been knowingly fraudulent,
deliberately dishonest or willful misconduct), to the fullest extent permitted by
applicable law.

The Company has arranged appropriate directors’ liability insurance coverage for
the Directors.

EMOLUMENT POLICY

The Directors and senior management receive remuneration, including basic
salaries, housing allowances, other allowances and benefits in kind, contributions
to pension plans and discretionary bonus. The Group also reimburses them for
expenses which are necessary and reasonably incurred in relation to all business
and affairs carried out by the Group from time to time or for providing services
to the Group or executing their functions in relation to the Group’s business and
operations. The Group regularly reviews and determines the remuneration and
compensation package of the Directors and senior management, by reference
to, among other things, market level of salaries paid by comparable companies,
the respective responsibilities and performance of the Directors and senior
management.

A remuneration committee was set up for reviewing the Group’s emolument
policy and structure for all remuneration of the Directors and senior management
of the Group, having regard to the abovementioned factors.
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After the Listing, the Directors, senior management and other staff may also
receive share options to be granted under the Share Option Scheme and Shares
to be granted under the Share Award Scheme, as and when the Directors deem
appropriate and expedient to do so from time to time.

Details of the emoluments of the Directors, and the five highest paid individuals
for the year ended December 31, 2019 are set out in notes 9 and 10 to the
Consolidated Financial Statements, respectively.

RETIREMENT AND EMPLOYEE BENEFITS SCHEME

Details of the retirement and employee benefits scheme of the Company are set
out in note 3 to the Consolidated Financial Statements.

EQUITY-LINKED AGREEMENT
There was no equity-linked agreement entered into by the Company during the
year ended December 31, 2019.

DEED OF NON-COMPETITION

The Controlling Shareholders, namely Mr. Zang, Lu Jia Technology, Invest
Profit, Mr. Fan, Qifu Honglian LLP, Qifu Honglian BVI, Jieming Sanhao LLP and
Jieming Sanhao BVI, entered into the deed of non-competition (the “Deed of
Non-competition”) in favor of the Company (for itself and as trustee for each of
its subsidiaries) on December 20, 2019 pursuant to which each of the Controlling
Shareholders, irrevocably and unconditionally, has undertaken to and covenanted
with the Group that, save and except as disclosed in the Prospectus, he/it will
not, and would procure that his/its close associates (except any members of the
Group) would not directly or indirectly, either on his/its own or in conjunction with
or on behalf of any person, firm, company, partnership or organization among
other things, carry on, participate or hold interests in or engage in or acquire
or hold (in each case whether as a shareholder, partner, agent or otherwise),
any business which is in competition with or likely to be in competition with the
Group’s business.

Please refer to the Prospectus for details of the Deed of Non-competition.
The Company has received confirmation from the Controlling Shareholders in

respect of their compliance with Deed of Non-competition from the Listing Date
up to the date of this annual report.
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Based on the information and confirmation provided by the Controlling
Shareholders, the independent non-executive Directors have reviewed the
implementation of Deed of Non-competition from the Listing Date up to the date
of this annual report, and are satisfied that the Controlling Shareholders have
complied with the Deed of Non-competition.

MATERIAL LEGAL PROCEEDINGS

For the year ended December 31, 2019, to the best knowledge of the Directors,
there was no actual or pending legal, arbitration or administrative proceedings
that would have a material adverse effect on our business, results of operations,
financial condition or reputation, and compliance with applicable laws and
regulations.

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

As the Shares were listed on the Stock Exchange on January 17, 2020, no listed
securities of the Company were available for purchase, sold or redeem by any of
the Company or any of its subsidiaries in 2019.

From the Listing Date and up to the date of this annual report, none of the
Company or any of its subsidiaries has purchased, sold or redeemed any of the
Company'’s listed securities.

CONVERTIBLE SECURITIES, OPTIONS, WARRANTS AND
SIMILAR RIGHTS

No convertible securities, options, warrants and similar rights were issued or
granted by the Group during the year ended December 31, 2019.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to
the Listing Rules as its own code of conduct regarding Directors’ securities
transactions. Specific enquiries have been made to all the Directors and the
Directors have confirmed that they have complied with the Model Code since the
Listing Date and up to the date of this annual report.

The Company’s employees, who are likely to be in possession of inside
information of the Company, have also been subject to the Model Code for
securities transactions. No incident of non-compliance of the Model Code by the
Company’s employees was noted by the Company since the Listing Date and up
to the date of this annual report.
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COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

The Group is committed to maintaining a high standard of corporate governance
to safeguard the interests of its shareholders and enhance its value and
accountability. Since the Listing Date, the Company has adopted the principles
and code provisions as set out in the Corporate Governance Code. During
the period from the Listing Date and up to the date of this annual report,
the Company has complied with all the applicable code provisions under the
Corporate Governance Code with the exception for the deviation from code
provision A.2.1 of the Corporate Governance Code. Please refer to the section
headed “Chairman and Chief Executive” in this annual report for details.

The Group will continue to review and monitor its corporate governance practices
in order to ensure the compliance with the Corporate Governance Code.

INDEPENDENT AUDITOR
The Consolidated Financial Statements of the Group for the year ended December
31, 2019 have been audited by Ernst & Young, certified public accountants.

Ernst & Young will retire and, being eligible, offer themselves for reappointment.
A resolution for their re-appointment as auditor of the Company will be proposed
at the AGM.

CHANGES OF INFORMATION IN RELATION TO THE
DIRECTORS

There was no change to any information required to be disclosed in relation to
any Director pursuant to paragraphs (a) to (e) and (g) of Rule 13.51(2) of the
Listing Rules from the Listing Date and up to the date of this annual report.

AUDIT COMMITTEE

The Audit Committee has, together with the senior management and the
independent auditor of the Company, reviewed the accounting principles and
practices adopted by our Company as well as the audited consolidated financial
statements for the year ended December 31, 2019.

PUBLIC FLOAT

Based on the information that is publicly available to the Company and to the
best knowledge of the Directors, at least 25% (being the minimum public float
prescribed by the Hong Kong Stock Exchange and the Listing Rules) of the
Company’s entire issued share capital were held by the public as at the date of
this annual report.
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CLOSURE OF REGISTER OF MEMBERS AND RECORD
DATE

The register of members of the Company will be closed from Tuesday, June 16,
2020 to Friday, June 19, 2020 (both days inclusive), during which period no
transfer of Shares will be effected. In order to determine the identity of members
who are entitled to attend and vote at the AGM to be held on Friday, June 19,
2020, all transfer documents accompanied by the relevant share certificates must
be lodged with the Company’s branch share registrar in Hong Kong Boardroom
Share Registrars (HK) Limited, at 2103B, 21/F, 148 Electric Road, North Point,
Hong Kong, not later than 4:30 p.m., Monday, June 15, 2020.

By Order of the Board
Zang Weizhong
Chairman of the Board and Chief Executive Officer

Hong Kong, March 30, 2020
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CORPORATE GOVERNANCE PRACTICES OF THE
COMPANY
The Group is committed to achieving high standards of corporate governance to
safeguard the interests of the Shareholders and to enhance corporate value and
accountability.

As the issued Shares were initially listed on the Stock Exchange on the Listing
Date, the Corporate Governance Code as contained in Appendix 14 to the Listing
Rules was not applicable to the Company for the year ended 31 December 2019,
The Company has adopted and applied the principles as set out in the Corporate
Governance Code as contained in Appendix 14 to the Listing Rules.

Save for the deviation from code provision A.2.1 of the Corporate Governance
Code as disclosed in this annual report, the Company was in compliance with the
code provisions of the Corporate Governance Code during the period from the
Listing Date and up to the date of this annual report.

The Board

Responsibilities

The Board is primarily responsible for overseeing and supervising the
management of the business affairs and the overall performance of the Group.
The Board sets the Group’s values and standards and ensures that the requisite
financial and human resources support is in place for the Group to achieve its
objectives. The functions performed by the Board include but are not limited to
formulating the Group’s business and investment plans and strategies, deciding
all significant financial (including major capital expenditure) and operational
issues, developing, monitoring and reviewing the Group’s corporate governance
practices and all other functions reserved to the Board under the Articles of
Association.

All of the Directors have carried out their duties in good faith and in compliance
with the standards of applicable laws and regulations, and have acted in the best
interests of the Company and its Shareholders at all times.
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Delegation of Management Function

The Board may from time to time delegate certain functions to management
of the Group if and when considered appropriate. The management is mainly
responsible for the execution of the business plans, strategies and policies
adopted by the Board and other duties assigned to it from time to time. The
delegated functions are periodically reviewed.

The Directors have full access to information of the Group and the management
has an obligation to supply the Directors with adequate information in a timely
manner to enable the Directors to perform their responsibilities.

Each Director is entitled to seek independent professional advice in appropriate
circumstances at the Company’s expense.

Board Composition
The Board comprises the following Directors as at the date of this annual report:

Executive Directors:

Mr. Zang Weizhong (Chairman and Chief Executive Officer)
Ms. Sun Hongyan

Mr. Long Chao

Non-executive Directors:
Mr. Zhou Qinyong

Mr. Cheung King Him Edmund
Mr. Zhang Jun

Independent Non-executive Directors:
Ms. Gu Jianlu

Mr. Liu Yong

Ms. Wu Daxiang

During the period from the Listing Date to the date of this annual report,
the Board has met the requirements of the Listing Rules that the number of
independent non-executive Directors must represent at least one-third of the
Board members, and that at least one of the independent non-executive Directors
has appropriate professional qualifications or accounting or related financial
management expertise.

The Company has received a confirmation of independence in writing from each
of the independent non-executive Directors pursuant to Rule 3.13 of the Listing
Rules and the Company considers each of them to be independent from the
Listing Date to the date of this annual report.
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Save as disclosed in the biographies of the Directors as set out in the section
headed “Profiles of Directors and Senior Management” of this annual report,
none of the Directors has any personal relationship (including financial, business,
family or other material/relevant relationship) with any other Directors or any chief
executive.

Appointment, Re-election and Removal of Directors

The procedures and process of appointment, re-election and removal of the
Directors are laid down in the Articles of Association. The primary duties of the
Nomination Committee include, but are not limited to, reviewing the structure, size
and composition of the Board, assessing the independence of the independent
non-executive Directors and making recommendations to the Board on matters
relating to the appointment of the Directors.

Each of the executive Directors has entered into a service contract with the
Company pursuant to which each of them has agreed to act as an executive
Director for an initial term of three years (subject to re-election as and when
required under the Articles of Association), until terminated in accordance
with the terms and conditions of the service contract or by either party giving
to the other not less than three months’ prior notice in writing. Each of the
non-executive Directors has entered into a letter of appointment with the
Company pursuant to which each of them has agreed to act as a non-executive
Director for an initial term of three years (subject to re-election as and when
required under the Articles of Association) until terminated in accordance with the
terms and conditions of the letter of appointment or by either party giving to the
other not less than one month’ prior notice in writing. Each of the independent
non-executive Directors has signed a letter of appointment with the Company and
has been appointed for a term of three years (subject to re-election as and when
required under the Articles of Association). The appointment may be terminated
by either party giving to the other not less than one month’s prior notice in
writing.

In accordance with the Articles of Association, all of the Directors are subject to
retirement by rotation at least once every three years and the Board has power
from time to time and at any time to appoint any new Director to fill a casual
vacancy or as an addition to the Board. Any Director so appointed shall hold
office until the first general meeting or the next following annual general meeting
of the Company (as the case may be) after his appointment and shall then be
eligible for re-election at that meeting.
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Induction and Continuous Professional Development for Directors

All newly appointed Directors would be provided with necessary induction and
information to ensure that they have a proper understanding of the Company’s
operations and businesses as well as their responsibilities under relevant
statutes, laws, rules and regulations. The Company also arranges regular
seminars to provide Directors with updates on latest development and changes in
the Listing Rules and other relevant legal and regulatory requirements from time
to time. The Directors are also provided with regular updates on the Company’s
performance, position and prospects to enable the Board as a whole and each
Director to discharge their duties.

The Company encourages continuous professional development training for all
the Directors to develop and refresh their knowledge and skills and the Directors
have been requested to provide the Company with their training records.

Based on the information provided by the Directors, during the year ended
December 31, 2019, a summary of training received by the Directors is as below:
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Name of Directors

Nature of Continuous
Professional Development

=N BESERERELE
Executive Directors: HTEE:

Mr. Zang Weizhong (Chairman and Chief Executive Officer) (B (R 45c A (T /EE7THE%) C,D
Ms. Sun Hongyan Baghict C,D
Mr. Long Chao BERRE A C,D
Non-executive Directors: FHTES !

Mr. Zhou Qinyong EEEPs C.D
Mr. Cheung King Him Edmund RAFREE C.D
Mr. Zhang Jun REXE C,D
Independent non-executive Directors: BUFHTES !

Ms. Gu Jianlu BERfrt C,D
Mr. Liu Yong BBEAE C,D
Ms. Wu Daxiang RRELL G D

Notes:
A: attending seminars and/or conferences and/or forums and/or briefings.
B:  making speeches at seminars and/or conferences and/or forums.

C. participating in training provided by law firms and that relating to the business of the
Company.

D: reading materials on various topics, including corporate governance matters, directors’ duties
and responsibilities, Listing Rules and other relevant laws.
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Meeting and Attendance Record of Board Meetings

Number of Meetings and Directors’ Attendance

Code provision A.1.1 of the Corporate Governance Code prescribes that at
least four regular Board meetings should be held in each year at approximately
quarterly intervals with active participation of majority of Directors, either in
person or through electronic means of communication.

During the year ended December 31, 2019, two Board meetings were held and
no general meeting was convened. Since the Listing Date, one Board meeting
was held to consider and approve the annual results of the Group for the year
ended December 31, 2019. All Directors attended the Board meetings.

Practices and Conduct of Meetings
Annual meeting schedules and draft agenda of each meeting will be made
available to the Directors in advance.

Notices of regular Board meetings will be served to all of the Directors at least 14
days before the meetings. For other Board and committee meetings, reasonable
notices were generally given.

Board papers together with all appropriate, complete and reliable information
will be sent to all of the Directors at least three days before each Board meeting
or committee meeting to keep the Directors apprised of the latest developments
and financial position of the Company and to enable them to make informed
decisions.

Each Director also has separate and independent access to the senior
management of the Company whenever necessary.

The senior management of the Company attend all regular Board meetings and
where necessary, other Board and committee meetings, to advise on business
developments, financial and accounting matters, statutory and regulatory
compliance, corporate governance and other major aspects of the Company.

The company secretary is responsible for keeping minutes of all Board meetings
and committee meetings. Draft minutes are normally circulated to the Directors
for comment within a reasonable time after each meeting and the final version is
open for the Directors’ inspection.

The Articles of Association contain provisions requiring the Directors to abstain
from voting and not to be counted in the quorum at meetings for approving
transactions in which such Directors or any of their associates have a material
interest.
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Corporate Governance Function
The Board confirmed that corporate governance is a collective responsibility of
the Directors, whose corporate governance functions includes:

(@) review and monitor the Company’s policies and practices in complying with
legal and regulatory requirements;

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

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

(d)  develop and review the Company’s corporate governance and practices,
make recommendations and report on related issues to the Board;

(e) review the Company’s compliance with the corporate governance and
disclosures in the Corporate Governance Report; and

() review and monitor the Company’s compliance with its whistleblowing
policy.

Chairman and Chief Executive

Code provision A.2.1 of the Corporate Governance Code stipulates that the roles
of chairman and chief executive should be separate and should not be performed
by the same individual.

Mr. Zang currently serves as chairman of the Board and chief executive officer
of the Company. He is responsible for formulation of business plans, strategies
and other major decisions of the Group, as well as overall management of the
Group. The Board believes that at the current stage of development of the Group,
vesting the roles of both Chairman and the chief executive officer in the same
person provides the Company with strong and consistent leadership, and allows
for effective and efficient planning and implementation of business decisions
and strategies. The Board also meets regularly on a quarterly basis to review the
operations of the Company led by Mr. Zang. Accordingly, the Board believes that
this arrangement will not have impact on the balance of power and authorizations
between the Board and the management of the Company.
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Board Committees

The Board has established three committees, namely, the Audit Committee,
the Remuneration Committee, and the Nomination Committee, for overseeing
particular aspects of the Company’s affairs. All of these three committees are
established with defined written terms of reference which are available at the
website of the Stock Exchange and the Company.

The majority of the members of the Audit Committee, the Remuneration
Committee, and the Nomination Committee are independent non-executive
Directors.

The Board committees are provided with sufficient resources to discharge their
duties and, upon reasonable request, are able to seek independent professional
advice in appropriate circumstances, at the Company’s expense.

Audit Committee

The Company has established the Audit Committee with terms of reference in
compliance with Rule 3.21 of the Listing Rules as well as paragraphs C.3 and
D.3 of the Corporate Governance Code. The Audit Committee consists of three
independent non-executive Directors, namely Ms. Gu Jianlu, Ms. Wu Daxiang and
Mr. Liu Yong. The chairman of the Audit Committee is Ms. Gu Jianlu, who holds
the appropriate professional qualifications as required under Rules 3.10(2) and
3.21 of the Listing Rules.

The Audit Committee meets at least twice a year pursuant to the terms of
reference for the Audit Committee. The primary duties of the Audit Committee
include, but are not limited to, assisting the Board by (i) making recommendation
to the Board on the appointment, reappointment and removal of the external
auditor; (i) reviewing and monitoring the external auditor’s independence
and objectivity and the effectiveness of the audit process in accordance with
applicable standard; (iii) developing and implementing policy on engaging an
external auditor to supply non-audit services; (iv) monitoring the integrity of the
Company’s financial statements, annual reports and accounts, interim reports,
if prepared for publication, quarterly reports, and to review significant financial
reporting judgements contained in such statements, reports and accounts; (v)
reviewing the Company’s financial controls, internal control and risk management
systems; and (vi) reviewing the Group’s financial and accounting policies and
practices.

As the Company was listed on the Stock Exchange on January 17, 2020 and the
Audit Committee was established on December 20, 2019, the Audit Committee
did not hold any meeting or conduct any work during the year ended December
31, 2019.

The Company’s annual results for the year ended December 31, 2019 have
been reviewed by the Audit Committee on March 30, 2020. The Audit Committee
considers that the annual financial results for the year ended December 31, 2019
are in compliance with the relevant accounting standards, rules and regulations
and appropriate disclosures have been duly made. All members of the Audit
Committee attended the meeting.
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Remuneration Committee

The Company has established the Remuneration Committee with terms of
reference in compliance with paragraph B.1 of the Corporate Governance
Code. The Remuneration Committee consists of two independent non-executive
Directors, namely Ms. Gu Jianlu and Mr. Liu Yong, as well as an executive
Director, namely Mr. Zang. Ms. Gu Jianlu serves as the chairman of the
Remuneration Committee.

The Remuneration Committee meets at least once a year pursuant to the
terms of reference for the Remuneration Committee. The primary duties of
the Remuneration Committee include, but are not limited to, the following: (i)
making recommendations to the Board on the Company’s policy and structure
for remuneration of all the Directors and senior management and on the
establishment of a formal and transparent procedure for developing remuneration
policy; (i) make recommendations to the Board in relation to the remuneration
of members of the Board who are non-executive directors; (iii) consult with the
Chairman and/or the Chief Executive Officer of the Company and, where deemed
appropriate, senior management members about the Committee’s proposals
relating to, and have the delegated responsibility to determine, the specific
remuneration packages for the employment of all members of the Board who
are executive directors and all senior management members; (iv) reviewing and
approving senior management’s remuneration proposals with reference to the
Board corporate goals and objectives; and (v) review and approve compensation
arrangements relating to dismissal or removal of members of the Board and
senior management members.

As the Company was listed on the Stock Exchange on January 17, 2020 and
the Remuneration Committee was established on December 20, 2019, the
Remuneration Committee did not hold any meeting or conduct any work during
the year ended December 31, 2019.

Details of the Directors’ remuneration are set out in note 9 to the Consolidated
Financial Statements. In addition, the remuneration payable to the senior
management of the Company (who are not the Directors) by band for the
year ended December 31, 2019 are set out in the section headed “Corporate
Governance Report — D. Remuneration of Senior Management” of this annual
report.

On March 30, 2020, the Remuneration Committee held one meeting and all
members of the Remuneration Committee attended the meeting.
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Nomination Committee

The Company has established the Nomination Committee with terms of reference
in compliance with paragraph A.5 of the Corporate Governance Code. The
Nomination Committee consists of two independent non-executive Directors,
namely Mr. Liu Yong and Ms. Wu Daxiang, as well as one executive Director,
namely Mr. Long Chao. Ms. Wu Daxiang serves as the chairman of the Nomination
Committee.

The Nomination Committee meets at least once a year pursuant to the terms of
reference for the Nomination Committee. The primary duties of the Nomination
Committee include, but are not limited to, (i) reviewing the structure, size and
composition of the Board, (i) identify individuals suitably qualified to become
members of the Board and select or make recommendations to the Board
on the selection of individuals nominated for directorships; (iii) assessing
the independence of the independent non-executive Directors; (iv) making
recommendations to the Board on the appointment or re-appointment of
directors; and (v) determine the policy, procedures and criteria for the nomination
of directors with due regard for the benefits of diversity on the Board.

As the Company was listed on the Stock Exchange on January 17, 2020 and the
Nomination Committee was established on December 20, 2019, the Nomination
Committee did not hold any meeting or conduct any work during the year ended
December 31, 2019.

On March 30, 2020, the Nomination Committee held one meeting and all
members of the Nomination Committee attended the meeting.

Nomination Policy

Objectives

The key objectives of the Group’s nomination policy (the “Nomination Policy”) to
identify and evaluate a candidate for nomination to (i) the Board for appointment;
or (ii) the shareholders of the Company for election, as a director of the Company.

Nomination Criteria
The Nomination Committee shall consider a number of factors in making
nominations, including but not limited to the following:

(@)  Skills and Experience: The candidate should possess the skills, knowledge
and experience which are relevant to the operations of the Company and its
subsidiaries.

(b)  Diversity: Candidates should be considered on merit and against objective
criteria, with due regard to the diversity perspectives set out in the Board
Diversity Policy of the Company and the balance of skills and experience in
board composition.
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(c)  Commitment: The candidate should be able to devote sufficient time to
attend board meetings and participate in induction, trainings and other
board-associated activities. In particular, if the proposed candidate will be
nominated as an independent non-executive director and will be holding
his/her seventh (or more) listed company directorship, the Nomination
Committee should consider the reason given by the candidate for being
able to devote sufficient time to the Board.

(d) Standing: The candidate must satisfy the Board and Hong Kong Stock
Exchange of that he/she has the character, experience and integrity, and
is able to demonstrate a standard of competence commensurate with the
relevant position as a director of the Company.

(e) Independence: The candidate to be nominated as an independent
non-executive director must satisfy the independence criteria set out in
Rule 3.13 of the Rules Governing the Listing of Securities on Hong Kong
Stock Exchange.

Nomination Procedures

If the Nomination Committee determines that an additional or replacement
director is required, the Nomination Committee may take such measures that
it considers appropriate in connection with its identification and evaluation of
a candidate. The Nomination Committee may propose to the Board a candidate
recommended or offered for nomination by a shareholder of the Company as a
nominee for election to the Board. On making recommendation, the Nomination
Committee may submit the candidate’s personal profile to the Board for
consideration. The Board may appoint the candidate(s) as director(s) to fill a
casual vacancy(ies) or as an addition to the Board or recommend such candidate
to shareholders for election or re-election (where appropriate) at a general
meeting of Shareholders of the Company.

Board Diversity Policy

The Company recognizes and embraces the benefits of having a diverse Board
to enhance the quality of its performance. With a view to achieving a sustainable
and balanced development, the Company sees increasing diversity at the Board
level as an essential element in supporting the attainment of its strategic
objectives and its sustainable development. Therefore, the Company has adopted
a board diversity policy to ensure that the Company will, when determining the
composition of the Board, consider board diversity in terms of, among other
things, gender, age, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service. All appointments by the Board
will be based on meritocracy, and candidates will be considered against objective
criteria, having due regard for the benefits of diversity on the Board.
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The selection of candidates will be based on a series of diversity scopes,
including but not limited to gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and length of service. The
ultimate decision will be made according to the merits of candidates and their
contribution to the Board.

As at the date of this annual report, the Board comprises nine Directors. Three
of them 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 gender, age, educational
background, professional experience, skills, knowledge and length of service.

Remuneration of Senior Management
The remuneration payable to the senior management of the Company (who are
not the Directors) is shown in the following table by band:
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Nil — 300,000 0Z300,000 1
300,000 — 700,000 300,0002700,000 1

Directors’ Responsibilities for Financial Reporting
The Directors acknowledge their responsibility for preparing the financial
statements of the Company for the year ended December 31, 2019.

The Board is responsible for presenting a balanced, clear and understandable
assessment of annual and interim reports, inside information announcements
and other financial disclosures required by the Listing Rules and other regulatory
requirements.

The senior management of the Company has provided such explanation and
information to the Board as necessary to enable the Board to carry out an
informed assessment of the financial information and position of the Company in
order to put forward such information to the Board for approval.
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Independent Auditor and it’s Remuneration

The statement of the independent auditor of the Company about their reporting
responsibilities for the financial statements is set out under the section headed
“Independent Auditor’s Report” in this annual report.

The independent auditor of the Company will be invited to attend the annual
general meeting to answer questions about the conduct of the audit, the
preparation and content of the auditor’s report and auditor’s independence.

During the year ended December 31, 2019, the remuneration paid/payable to
the independent auditor of the Company for the provision of audit services and
non-audit services for the year ended December 31, 2019 are as below:

Lvji Technology Holdings Inc. SEEFFRIIZRER A F
Annual Report 2019 —Z— L EF 5

Corporate Governance Report
TEERRE

BYGBEREMS
ARABIGBE RS B RRAOPREEEHNE
HNAFR [ BUZHMRE] 6

AREBBEBULEMEERRBEFAS  OER
MERIE ZEMRENRERATURZEML
BUERE

RBE-F-NFt-A=1t—ALFE ARAH
ﬁ%i&@%ﬁmﬁi_i NWETZA=+—R1t
FRRENBRRBRIEBRBRBMEN /R B
TR

Type of services Amount
ik %k 8
(RMB)

(AE#)

Audit services =R 1,600,000
Non-audit services BRI 0
Total st 1,600,000

Risk Management and Internal Controls

The Board is responsible for the establishment and maintenance of sound and
effective risk management and internal control systems that are in line with
the strategic objective of the Group. The Group established risk management
and internal control systems to protect the interests of the Group and the
Shareholders ensure the Group is in compliance with relevant laws and
regulations, effectively identify and manage significant risks in achieving its
strategic objectives, protect the safety of the Group’s assets, and ensure the
maintenance of proper compliance accounting records and financial reports.

The executive Directors, with the coordination of the management of the
Group, strive to develop, implement and maintain an internal control and risk
management system by conducting on-going business reviews; evaluating
significant risks faced by the Group; formulating appropriate policies, programs
and authorization criteria; conducting business variance analyses of actual
result versus business plan; undertaking critical path analyses to identify the
impediments in attaining the corporate goals and initiating corrective measures;
following up on isolated cases; identifying inherent deficiencies in the internal
control system; and making timely remedies and adjustments to avoid recurrence
of problems.
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The Board has entrusted the Audit Committee with the responsibility to oversee
the risk management and internal control systems of the Group on an on-going
basis and to review the effectiveness of the systems annually. The review covered
all material controls, including financial, operational and compliance controls.

Under the Company’s risk management and internal control structure, the
Board is responsible for the design, implementation and maintenance of risk
management and internal control systems to ensure, amongst others, (i)
appropriate policies and control procedures have been designed and established
to safeguard the Group’s assets against improper use or disposal; (i) relevant
laws, rules and regulations are adhered to and complied with; and (iii) reliable
financial and accounting records are maintained in accordance with relevant
accounting standards and regulatory reporting requirements.

The main features of risk management and internal control structure of the
Company are as follows:

e  Heads of major operation units or departments manage risks through
identification and mitigating risks identified in accordance with the internal
guidelines approved by the Board and the Audit Committee; and

° The management ensures appropriate actions are taken on major risks
affecting the Group’s businesses and operations.

The internal audit function of the Company monitors the internal governance
of the Company and provides independent assurances as to the adequacy and
effectiveness of the Company’s risk management and internal control systems.
The senior executive in charge of the internal audit function reports directly to
the Audit Committee. The internal audit reports on control effectiveness are to
be submitted to the Audit Committee in line with agreed audit plan approved by
the Board. The senior executives in charge of the internal audit function attend
meetings of the Audit Committee to explain the internal audit findings and
responded to queries from members of the Audit Committee.
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The Company has maintained internal guidelines for ensuring that inside
information is disseminated to the public in an equal and timely manner in
accordance with the applicable laws and regulations. Senior executives of the
investor relations, corporate affairs and financial control functions of the Group
are delegated with responsibilities to control and monitor the proper procedures
to be observed on the disclosure of inside information. Access to inside
information is at all times confined to relevant senior executives and confined
on “need-to-know” basis. Relevant personnel and other professional parties
involved are reminded to preserve confidentiality of the inside information until it
is publicly disclosed. Other procedures such as pre-clearance on dealing in the
Company'’s securities by Directors and designated members of the management,
notification of regular blackout period and securities dealing restrictions to
Directors and employees, and identification of project by code name have also
been implemented by the Company to guard against possible mishandling of
inside information within the Group.

The Company has adopted arrangement to facilitate employees and other
stakeholders to raise concerns, in confidence, about possible improprieties in
financial reporting, internal control or other matters. The Audit Committee reviews
such arrangement regularly and ensures that proper arrangements are in place
for fair and independent investigation of these matters and for appropriate
follow-up action.

On the basis of the aforesaid, the Company is not aware of any significant issues
that would have an adverse impact on the effectiveness and adequacy of the risk
management and internal control of the Company.

The Board believes that, in the absence of any evidence to the contrary, the
system of internal controls maintained by the Group provides reasonable
assurance against material financial misstatements or loss, and includes the
safeguarding of assets, the maintenance of proper accounting records, the
reliability of financial information, compliance with appropriate legislation,
regulation and best practice, and the identification and containment of business
risks.
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Communication with Shareholders and Investors

The Company considers that effective communication with the Shareholders
is essential for enhancing investor relations and investor understanding of the
Group’s business performance and strategies. The Company also recognizes the
importance of transparency and timely disclosure of corporate information, which
will enable the Shareholders and investors to make the best investment decisions.

The general meetings of the Company are expected to provide a forum for
communication between the Board and the Shareholders. The chairman of the
Board as well as chairmen of the Audit Committee, the Remuneration Committee,
and the Nomination Committee and, in their absence, other members of the
respective committees will be available to answer questions at the general
meetings. The chairman of a meeting will provide the detailed procedures for
conducting a poll and answer any questions from the Shareholders on voting by
poll.

To promote effective communication, the Company maintains a website at
www.lvji.cn, where information and updates on the Company’s business
developments and operations, financial information, corporate governance
practices and other information are available for public access.

Amendments to Constitutional Documents

The amended and restated memorandum of association of the Company was
adopted and became effective from December 20, 2019, while the Articles of
Association was adopted on December 20, 2019 and became effective from the
Listing Date. During the period from the Listing Date and up to the date of this
annual report, there was no change on the amended and restated memorandum
of association of the Company and Articles of Association.

Shareholders’ Rights

To safeguard the Shareholders’ interests and rights, separate resolutions are
proposed at general meetings on each substantial issue, including the re-election
of individual Directors. Meanwhile, the procedures for the Shareholders to (i)
convene an extraordinary general meeting; (i) put forward proposals at general
meetings; and (iii) direct their enquiries to the Board are available.

In accordance with Article 66(1) of the Articles of Association, all resolutions
put forward at a general meeting will be taken by poll save that the chairman
may, in good faith, allow a resolution which relates purely to a procedural or
administrative matter as prescribed under the Listing Rules to be voted on by a
show of hands.

In addition, the poll results will be posted on the websites of the Company and
the Stock Exchange after the relevant general meeting.
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Convening an Extraordinary General Meeting by Shareholders

Pursuant to Article 58 of the Articles of Association, any one or more Shareholders
holding at the date of deposit of the requisition not less than one-tenth of the
paid up capital of the Company carrying the right of voting at general meetings of
the Company shall at all times have the right, by written requisition to the Board
or the Secretary of the Company, to require an extraordinary general meeting
to be called by the Board for the transaction of any business specified in such
requisition. Such meeting shall be held within two (2) months after the deposit
of such requisition. If within twenty-one (21) days of such deposit the Board fails
to proceed to convene such meeting the requisitionist(s) himself (themselves)
may do so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be reimbursed to the
requisitionist(s) by the Company.

According to Article 59 of the Articles of Association, any extraordinary general
meeting shall be called by not less than 14 clear days’ notice and not less than
10 clear business days in writing. Subject to the requirement under the Listing
Rules, the notice shall specify the time and place of the meeting and particulars
of resolutions to be considered at the meeting and, in case of special business,
the general nature of the business to be considered at the meeting. Notice of
every general meeting shall be given to all Shareholders other than to such
Shareholders as, under the provisions of these Articles or the terms of issue of
the shares they hold, are not entitled to receive such notices from the Company,
to all persons entitled to a share in consequence of the death or bankruptcy or
winding-up of a Shareholder and to each of the Directors and the Auditors.

Putting Forward Proposals at General Meetings

There is no single provision in the Articles of Association or the Cayman Islands
Companies Law for the Shareholders to put forward proposals at general
meetings. The Shareholders who wish to propose a resolution may request the
Company to convene a general meeting in accordance with the procedures set
out in the preceding paragraph.
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Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the Company, the Shareholders
may send written enquiries to the Company. The Company will not normally deal
with verbal or anonymous enquiries. Shareholders may send their enquiries,
concerns or requests to the Company at 31/F., 148 Electric Road, North Point,
Hong Kong.

For the avoidance of doubt, the Shareholders must deposit and send the original
duly signed written requisition, notice or statement, or enquiry (as the case
may be) to the above address and provide their full name, contact details and
identification in order to give effect thereto. The information of the Shareholders
may be disclosed as required by law.

Company Secretary

Ms. Lam Shi Ping (“Ms. Lam”) of Boardroom, an external service provider, has
been engaged by the Company as company secretary effective on August 20,
2019.

During the financial year ended December 31, 2019, Ms. Lam had undertaken no
less than 15 hours of relevant professional training in compliance with Rule 3.29
of the Listing Rules.

The primary person at the Company with whom Ms. Lam has been contacting in
respect of company secretarial matters is Ms. Sun Hongyan of the Group.

Going Concern

The Group manages its capital to ensure that entities in the Group will be able
to continue as a going concern while maximizing the return to the Shareholders
through the optimization of the debt and equity balance.

There are no material uncertainties relating to events or conditions that cast
significant doubt upon the Company'’s liability to continue as a going concern.
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To the shareholders of Lvji Technology Holdings Inc.
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Lvji Technology
Holdings Inc. (the “Company”) and its subsidiaries (collectively referred to as the
“Group”) set out on pages 78 to 150 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 true and fair view of
the consolidated financial position of the Group as at 31 December 2019, and
of its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA") and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

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

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

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

How our audit addressed the key audit matter
EMNEGNIEERRENSE

Revenue Recognition

Wat R

Revenue mainly comprised income from the sale of online tour
guide through online travel agencies (the “OTAs”) and Lvji APP,
sale of online tour guide to travel agencies and sale of customized
content.
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During the year, the Group generated revenue mainly from the sale
of online tour guide through OTAs, which amounted to RMB522.2
million and accounted for approximately 96% of the Group’s total
revenue.
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The Group sells the online tour guide to end users through OTAs.
End users will fully pay to OTAs before the online tour guide is
activated. OTAs are entitled to withhold and deduct prescribed fixed
percentages of the gross proceeds collected from the end users
as their service fee and remit the remaining amounts to the Group.
Accordingly, the Group records the payments collected from end
users as revenue on a gross basis and concession fees retained by
OTAs are recognized in cost of sales.
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Given the significant amount and volume of transactions, the
involvement of intermediaries and the risk of overstatement of
revenue, we considered it a key audit matter.
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Information about revenue recognition is disclosed in notes 3 and 6 to the
financial statements.
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Our audit procedures, among others, included understanding the
basis of revenue recognition and the overall transaction process
adopted by management and testing management’s key internal
controls in relation to revenue recognition.
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On a sampling basis, we reviewed and checked the relevant
supporting documentations, including the contracts, monthly
reconciliation records, bank slips and invoices in relation to sales
of online tour guide and customized content. We also obtained
confirmations from key OTAs and performed cut-off tests.
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For sale of online tour guide through OTAs, we also performed,
with the assistance of our IT specialists, data analysis on the end
users’ behavior with reference to the records of activation.
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We checked the adequacy of disclosures related to revenue.
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The directors of the Company are responsible for the other information. The other
information comprises the information included in the Annual Report, other than
the consolidated financial statements and our auditor’s report thereon.

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

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

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

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

The directors of the Company are assisted by the Audit Committee in discharging
their responsibilities for overseeing the Group’s financial reporting process.
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Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether
due to fraud or error, and to issue an auditor’s report that includes our opinion.
Our report is made solely to you, as a body, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person for the
contents of this report.

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

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

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

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

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

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

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

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

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

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

The engagement partner on the audit resulting in this independent auditor’s
report is Siu Fung Terence Ho.

Ernst & Young
Certified Public Accountants

Hong Kong

30 March 2020
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Consolidated Statement of Profit or Loss

= SEHE
:ﬁ-‘% a2 m

For the year ended December 31, 2019
HE-_T-NF+-A=1+—-HILEE

2019 2018
—EB-0F —E-N\F
Notes (RMB’000) (RMB’000)
BisE (ARETR) (ARETTT)
REVENUE hE= 6 541,813 301,692
Cost of sales HERA (309,431) (160,539)
Gross profit E7 232,382 141,153
Other income and gains Hp U A Rz 6 14,906 11,751
Selling and distribution expenses HERDERY (26,618) (21,296)
Administrative expenses THAY (48,793) (15,677)
Other expenses HipfHx (464) (14)
Finance costs B FE AR 8 (50) (123)
PROFIT BEFORE TAX BB A2 F 7 171,363 115,794
Income tax expense FEHAY 11 (10,579) (16,011)
PROFIT FOR THE YEAR FEREF 160,784 99,783
PROFIT FOR THE YEAR ATTRIBUTABLE TO: THATELEERET
Owners of the parent ISYNCIEY=IN 160,784 99,783
EARNINGS PER SHARE ATTRIBUTABLE TO BARAEEESEEA
ORDINARY EQUITY HOLDERS OF THE PARENT ELERER 13
Basic and diluted (RMB) EAREE (ARE) 0.15 0.09
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Consolidated Statement of Comprehensive Income

REERHEWRER

For the year ended December 31, 2019
BE-T-NF+-A=1+—HILFE

2019 2018
—E-hnE —E-N\F
(RMB’000) (RMB’000)
(AR®ETF ) (NRET )
PROFIT FOR THE YEAR FRER 160,784 99,783
OTHER COMPREHENSIVE INCOME Hit2mEkzE
OTHER COMPREHENSIVE INCOME THAT MAY BE THREAHBER S EEREN
RECLASSIFIED TO PROFIT OR LOSS IN Hitn 2w
SUBSEQUENT PERIODS
Exchange differences on translation of financial statements  HEBI IS REZFMES B X =5 408 —
Net other comprehensive income that may be RERERPRET I ER
reclassified to profit or loss in subsequent periods BEMEMEEREFE 408 =
OTHER COMPREHENSIVE INCOME FOR THE YEAR, FREMZERS @ BRHE
NET OF TAX 408 _
TOTAL COMPREHENSIVE INCOME FOR THE YEAR FRZEKRELEE 161,192 99,783
TOTAL COMPREHENSIVE INCOME FOR THE YEAR THALEGEFRZEKSELE
ATTRIBUTABLE TO:
Owners of the parent ISYNCIE/VEIN 161,192 99,783
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Consolidated Statement of Financial Position

REMBRR K

As of December 31, 2019
BE-T-NFT-A=t—-H

2019 2018
—EB-0F —E-N\F
Notes (RMB’000) (RMB’000)
BisE (AR®T ) (ANREFT)
NON-CURRENT ASSETS FREBEE

Property, plant and equipment ME  BENRRE 14 3,764 3,951
Other intangible assets HinmpEE 15 554,444 207,900
Right-of-use assets FREEE 16(a) 5,201 1,659
Deferred tax assets EXEHEEE 17 - 106
Other non-current assets EMIEREEE 18 5,000 =
Total non-current assets ERBEELE 568,409 213,616

CURRENT ASSETS REEE
Trade receivables = AERE 19 47,488 37,107
Prepayments, deposits and other receivables — FEFIE - R4 M H i el A 20 33,228 13,643
Amounts due from related parties FEURRRES 5 2B 31(c) - 99,294
Pledged deposit BEAER 21 350 200
Cash and cash equivalents BeRBLEED 21 77,323 91,441
Total current assets MBEEAE 158,389 241,685

CURRENT LIABILITIES REAE
Trade payables 2 SRR 22 11,269 20,815
Other payables and accruals H i e 7008 R EE T B F 23 17,529 9,154
Contract liabilities EHEE 24 2,780 720
Deferred income ELWA 25 549 957
Tax payable fERFITE 23,508 14,568
Lease liabilities HEGE 16(b) 1,686 1,510
Total current liabilities mEaEeH 57,321 47,724
NET CURRENT ASSETS REEEFE 101,068 193,961
TOTAL ASSETS LESS CURRENT LIABILITIES &E&ABRLABHER 669,477 407,577
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Consolidated Statement of Financial Position (Cont’d)
mEMBMRREE (&)

As of December 31, 2019
HE-T-NF+-A=+-H

2019 2018
—EB-0F —E-N\F
Notes (RMB’000) (RMB’000)
BiaE (AR¥Tx) (ARE&TT)
NON-CURRENT LIABILITIES FREaE
Deferred income EEAA 25 1,343 1,376
Lease liabilities HEERE 16(b) 3,448 170
Total non-current liabilities ERBAELESR 4,791 1,546
Net assets EERE 664,686 406,031
EQUITY i
Equity attributable to owners of the parent B A R#EH A ELER
Share capital AR 26 758 345
Reserves s 27 663,928 405,686
Total equity EREE 664,686 406,031

Zang Wei Zhong
mEM

Director

EZ

Sun Hong Yan
BALE

Director

EZ



Lvji Technology Holdings Inc. SEFFRHLIZRER A F

Annual Report 2019 = — L EFH

Consolidated Statement of Changes In Equity
GREREEEX

For the year ended December 31, 2019
HE-_T-NF+-A=1+—-HILEE

Attributable to owners of the parent

BARHEAERN
Exchange
Share Merger  Statutory Retained fluctuation Total
capital reserve reserve profits reserve equity
&N EOHRE EERE REEA MNEREFHE BB
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(AR¥ETF ) (AR¥TR) (AR%TR) (AR¥ETFR) (AE¥TR) (AR%TR)
(Note 26)
(Ki=E26)
As at 1 January 2018 HR=Z—NE—HF—H - 49,000 2,858 25,719 - 71,577
Profit for the year FREH = = - 99,783 - 99,783
Total comprehensive EREMEEKFAE
income for the year - - - 99,783 - 99,783
Issue of shares BT 345 - - - = 345
Contribution from the NG
then equity holders A AR
of subsidiaries - 231,000 - - - 231,000
Share issue expenses M mEEITRY - (2,674) - - - (2,674)
Transfer from retained ~ EHHEZ A
profits - - 10,080 (10,080) = =
As at 31 December RZE-N\F
2018 +=ZBA=t+—H 345 217,326 12,938 115,422 - 406,031
As at 1 January 2019 R=—B—-hE—F—H 345 277,326 12,938 115,422 - 406,031
Profit for the year FAZF - - - 160,784 - 160,784
Exchange differences WEMBRRAEEZ
on translation of [ERZET
financial statements - - - - 408 408
Total comprehensive FRZHERZREE
income for the year - - - 160,784 408 161,192
Issue of new shares BT 413 - - - - 413
Contribution from the KB AR &
then equity holders BEEA AR
of subsidiaries - 100,000 - - - 100,000
Share issue expenses B EITHY - (2,950) - - - (2,950)
Transfer from retained  EHEZEA
profits - - 16,279 (16,279) - -
As at 31 December R-BE-HE
2019 +=-B=+—8H 758 374,376* 29,217 259,927* 408* 664,686

Y ERUBHRARTHRERHERSEEARK
663,928,0007C (= ZF — \F : A R #405,686,000
TT) MR G -

These reserve accounts comprise the consolidated reserves of RMB663,928,000 (2018:
RMB405,686,000) in the consolidated statements of financial position.
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Consolidated Statement of Cash Flows

= A v =] %52
GERERE

For the year ended December 31, 2019

HE-T-NET-A=t—BLERE

2019 2018
“E-hE —NEF
(Note)
(PHEE)
Notes (RMB’000 ) (RMB’000 )
Fisx (AR%F7) (ARETT)
CASH FLOWS FROM OPERATING ACTIVITIES EEBRERERE
Profit before tax %%}ggu@g’w 171,363 115,794
Adjustments for: ANIES R
Finance costs BT AR 50 123
Bank interest income PATHEHA (225) (44)
Other interest income from short-term XE&Q TEEJr N Frtin
investments measured at fair value &éﬁ’\] LA S
through profit or loss (228) 92)
Depreciation of items of property, ME - BERREEBITE
plant and equipment 1,901 1,027
Depreciation of right-of-use assets FEREEENE 1,422 1,422
Amortization of other intangible assets HiEmp A EEE 43,340 12,638
217,623 130,868
Increase in trade receivables B S EWFIRE AN (10,381) (32,061)
Increase in prepayments, BERE - Ee Rk
deposits and other receivables B fth FE TR IR IS AN (17,531) (11,059
Increase in other payables and accruals H A e 2008 R FE 5T 2 A4 A 8,375 6,814
Increase in contract liabilities EHEBEEM 2,060 158
Decrease in deferred income BREWARD (441) (68)
Increase in a pledged deposit BIEAEFE M (150) (200)
Cash generated from operations KEEFNES 199,555 94,452
Interest received 2 UERF S 225 44
Interest paid BRAFIE (50) =
Income tax paid ERFAER (1,533) (4,096)
Net cash flows from operating activities REFPMERLREFH 198,197 90,400
CASH FLOWS FROM INVESTING ACTIVITIES ~REZBFBERLTE
Purchases of items of property, BEYE  BENMKREER
plant and equipment 14 (2,082) (2,673)
Proceeds from disposal of items of property, HEYE  BEKKREBEB
plant and equipment Fis 5008 368 -
Additions to other intangible assets HMEREERE (406,258) (147,524)
Advances to related parties R B 5 5% (68,381) (30,568)
Advances from related parties PNl Yok 99,294 150
Proceeds from short-term investments EoAE quME SH IR E
measured at fair value through profit or loss BTN 73,296 33,390
Addition to short-term investments measured R L (E .ﬁr)\}élﬁnﬁ’]ﬁﬁ;q&
at fair value through profit or loss NE (73,068) (29,648)
Net cash flows used in investing activities REEYMAER S REFH (376,831) (176,873
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Consolidated Statement of Cash Flows (Cont’d)
GERESRER (&)

For the year ended December 31, 2019
HE-_T-NF+-A=1+—-HLEE

2019 2018
—E-hE —E-N\F
(Note)
GES)
Notes (RMB’000 ) (RMB’000 )
BisE (AR®TF ) (ARETT)
CASH FLOWS FROM FINANCING ACTIVITIES @& ZBFEEERE
Proceeds from issue of new shares BITHRET S RE 413 -
Principal portion of lease payments HENRZAEHH 16 (1,510) (1,559)
Contribution from the then equity holders MEARERENEE ARR
of subsidiaries 168,381 173,400
Share issue expenses BIREITRY (2,950) (2,674)
Net cash flows from financing activities ME TGRS REFE 164,334 169,167
NET (DECREASE)/INCREASE IN CASH AND ReFREZEY
CASH EQUIVALENTS D),/ %8 (14,300) 82,694
Cash and cash equivalents at beginning of year E#RE & RELEEY 91,441 8,747
Effect of foreign exchange rate changes, net G [E R B B 2SR 182 -
CASH AND CASH EQUIVALENTS AT FRASRREZEY
END OF YEAR 77,323 91,441
ANALYSIS OF BALANCES OF CASH AND Re BB SEMEHRI T
CASH EQUIVALENTS
Cash and cash equivalents as stated in RAERER MBI E
the statement of cash flows and FIEERIRE KB EEY
statement of financial position 77,323 91,441




The Company is a limited liability company incorporated in the Cayman
Islands on 7 November 2018. The registered office address of the Company
is Cricket Square, Hutchins Drive, PO Box 2681, Grand Cayman, KY1-1111,
Cayman Islands.

The shares of the Company were listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 17 January
2020 (the “Listing Date”).

The Company is an investment holding company. During the year, the Group
was principally engaged in the business of providing online tour guide in the
People’s Republic of China (the “PRC” or “Mainland China” ). In the opinion
of the directors of the Company, the ultimate controlling shareholder of the
Group is Mr. Zang Weizhong (“Mr. Zang”), Chairman and Chief Executive
Officer.
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Notes to Financial Statements
Bt 7% 3R 5% B =

For the year ended December 31, 2019
AR -T-NF+ZA=1—HIFE

ARRRZE-N\F+—AtBERASESHM
RIBEREFERDA o AAAIFMHEE it
A Cricket Square, Hutchins Drive, PO Box 2681, Grand
Cayman, KY1-1111, Cayman Islands °

ARRARBR-F-FF— A+ (LHA
) EEABARSHARAA (XA ) =
iR -

ARABREEBAR - REA - ARETRY
ERPEARANE ([HE] % [HEAR]) 7
HERETEBEXK - ARAEER A £ &
Bz FRERRR AT FERTRAREE ML
(TEEE])
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For the year ended December 31, 2019
HE-F-NFLZA=1—HIFE

Information about subsidiaries

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

WEARER

RAFERD  ARANEMBLR (2H AL
ABRDE (RfEBERINEMAKL - A EB
BAERBEMALAOMARBABHEEARE))
BRERI R EER - EFEEHHIMT

are set out below:

Percentage of equity

interest attributable to
Nominal value of the Company
Place and date of issued ordinary/
/\ T yaN
incorporation/registration registered share ARARERRRD L
Name and place of business capital Direct Indirect  Principal activities
TEMRL,
AR B BRTLE/
NGRS PR & it B AR AEE HiZ B FEER
Zhonghexin Technology British Virgin Islands = 100% — Investment holding
Holdings Limited 13 November 2018
Zhonghexin Technology Holdings EEETEE - 100% - BEER
Limited —T-N\F
+T—A+=H
Zitop Technology Hong Kong HKD10,000 — 100% Investment holding
Holdings Limited 19 November 2018
BRMRERERAR BB 10,0008 7T - 100% REZR
ZE-N\F
+—HA+hH
Guangzhou Zhixin Information PRC/Mainland China RMB300,000,000 — 100% Investment holding
Consultancy Limited* 21 December 2018
BME&RERFATRRA()
BMERERFATRRAE) REHREAN  ARE300,000,0007T - 100% HREEK
—T-N\5F
+-A=t—H
Guangzhou Shi Lvji Technology PRC/Mainland China RMB28,272,396 - 100%  Sale of online
Company Limited* 14 December 2013 tour guide
BN SRR A IR
EEAT)
BT BRI RHE R A R ) mEREANE  ARK28,272,3967T - 100% HEARETEE
—E—=F

+-A+mAE



1.

CORPORATE INFORMATION (Cont’d)

Information about subsidiaries (Cont’d)

Huoer Guosi Lvji Software
Technology Limited.”
ERRITEDEARE
AR R

ERRUTEE AR
ARAR()

Guangzhou Lvji International
Travel Agency Limited*
N 8 P B R TR A T+
B i)

&N B R B PR B A7 41 A PR 2 A )

Guangxi Lvji Software
Technology Limited*
79 58 2 1 SR B PR A ) )

BRI R A R A A (i)

PRC/Mainland China
31 May 2017

HRE R E R
—FtF
FA=+—H
PRC/Mainland China
31 January 2018

RE /R E R
—N\F
—A=t-8
PRC/Mainland China
21 September 2018

FE BRI
—N\&E
AAZ+—H
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Notes to Financial Statements (Cont’d)
BRERRME (F)

For the year ended December 31, 2019
AR -T-NF+ZA=1—HIFE

1. RRAEHR (&)
MEARESR (&)
RMB1,000,000 - 100%  Sale of online
tour guide
AR #1,000,0007C - 100% SHEAERETEE
RMB1,000,000 - 100% Sale of online
tour guide
AR#1,000,0007T = 100% HEAREFEE
RMB1,000,000 - 100%  Sale of content
production
AR #1,000,0007T - 100% SEEADRE

Notes:

(i) This entity is a wholly-foreign owned enterprise established under the PRC Law.

(i) These entities are limited liability enterprises established under the PRC Law. (i) %

The English names of these companies represent the best effort made by the
management of the Company to directly translate the Chinese names as they do not
register any official English names.

gt -
) HEBABETELARIONEEALE -
ERARBRE AR INAREELE -

z
ARZER AL ETMERE FEAHRE - EEX
EZBIRARAIERERNEETXEBME
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For the year ended December 31, 2019
HE-F-NFLZA=1—HIFE

Through a group reorganization (the “Reorganization”) as set out in the
section headed “History, Reorganization and Corporate structure” in the
Prospectus dated 31 December 2019 for the public listing of the Company’s
shares on the Stock Exchange, the Company became the holding company
of the companies now comprising the Group on 29 July 2019. As the
Reorganization involved inserting new holding companies at the top of an
existing company and has not resulted in a change in economic substance,
the consolidated financial statements have been prepared and presented
as a continuation of the then holding company by applying the principles
of merger accounting as if the Reorganization had been completed at the
beginning of the year ended 31 December 2018.

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.

All HKFRSs effective for the accounting period commencing from 1 January
2019, including HKFRS 9 Financial Instruments, HKFRS 15 Revenue from Contracts
with Customers and HKFRS 16 Leases, together with the relevant transitional
provisions, have been early adopted by the Group in the preparation of the
financial statements throughout the years ended 31 December 2019 and
2018, and the adoption of HKFRS 9, HKFRS 15 and HKFRS 16 did not have
a significant impact on the financial position and performance of the Group.

The financial statements have been prepared under the historical cost
convention. These financial statements are presented in Renminbi (“RMB”)
and all values are rounded to the nearest thousand except when otherwise
indicated.

BRBEALARORERAAR LM BE
BT NF+_A=+—HBZRBRRERF[E
P EARARIEE| —HMEBEEER((E
Al) KRR ZE-NAELA-TABKER
SEREETARNERAR - AREES IR
BERRZ EMAFERAR - M REBEHE
EERAMNED  MEAUTBRECERAHE
FRAGER 2N AEEZRAFMTEE - B
EHERBE=Z-\FTA=+T—HLFE

Pt ST ©

UERBRRDIBRETEGHMAE (LS
AENAR]) Mz BEMBREER ([FEH

BRG] (BRE2BEAMBERE R &
et (et £l k2l FEA
REHRAREE ARG HEHRE R

o

AEEREET-—NERZT-NF+ZA=
T-BLEERREMBHRER  BREFRANZ
Z-NE-A—BRBNSTBEERNMESR
B BREEL  BEEEVBREEIEIR
(2RIER) BAUBRELANFEHR(EFE
Hes) REBHBRE L E16% (HE) - &
RIAB B @ IS - BB RS RS9
W BAMBREERNEISRRBENBREE
AIE16R A A EBNM BRI R EET BEEXNY
@,

UERBERRDBELKAEORE - LFH
BRERAARE TARE]) 27 - RRBES
o B BNEEREO T -



Basis of consolidation

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

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

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

(b)  rights arising from other contractual arrangements; and
(c) the Group’s voting rights and potential voting rights.

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

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

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

If the Group loses control over a subsidiary, it derecognizes (i) the assets
(including goodwill) and liabilities of the subsidiary, (ii) the carrying
amount of any non-controlling interest and (iii) the cumulative translation
differences recorded in equity; and recognizes (i) the fair value of the
consideration received, (i) the fair value of any investment retained and
(iii) any resulting surplus or deficit in profit or loss. The Group’s share
of components previously recognized in other comprehensive income is
reclassified to profit or loss or retained profits, as appropriate, on the same
basis as would be required if the Group had directly disposed of the related
assets or liabilities.
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For the year ended December 31, 2019
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ReEE
BAMBBRREEASEBE_F-NF+_A
=t BLFENMBRE - MBAREARA
AERIAREHNER (BREBLER) -
EASERA2EREHRNAREEMAEY
ZoHMERIAEZAANZEE - WAFE
EBREREHRMESN R TASERAR
NEEBRBHROMEREBHNEFEN) ¥ EX
ZERES - AEGHEHIE -

EALRERIMERELNREHRAZHN
FRVBLET  AFEEEDRAHREER
WENE  AREEERMEHEBEENER -
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(@ HREGREGRAESAEEN/OZR
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) EfAHLHELNEN: R
€ AREONTRERBERRE -

WERARA -G HRAARFER 2R
AR BERE - WEARNEESAREARET
ZhliE AEGEAAR  REa AREELSE
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ABRAEEARRERZELNERABLRM
BREAENAR D WA AXERLRED
IR A ABRE UL o

BRALEY  AREQERFHHERESR
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2 (WARRKEZHE) - ARESIHIE
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ROAEEREDDEENASBER L ESRH
BAEFABREERMERELE (MER) 2

PREREIRERAN o
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ARENZERBHRRLAERATERMBER
REREE] R BRI BREER -

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’

AT BIWEEREIN (BFTF) ESi Lokt
Amendments to HKFRS 9, HKAS 39 and HKFRS 7 Interest Rate Benchmark Reform’
BAVHREELFES - BA LT EAE95% FlEREN B

REBUBHREERETSR (BIIA)
Amendments to HKFRS 10 and HKAS 28 (2011)
BBUBRERERE 100 R BB G AR E285

(BETAR) (Z2——%F)

HKFRS 17
BRI IRERRETHR
Amendments to HKAS 1 and HKAS 8

BRI ERE IR LB B S EREN (BFTA)

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

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

8 No mandatory effective date yet determined but available for adoption

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

REZHABEN AR A ELRZBNEELEXTE

Insurance Contracts?

REEE AT
Definition of Material’
BAMHES
T ORZERF-A-HIZEARNEE
HAfR Ak
2 RIE-—F-A-HIZBRABRNEE
HR AR

P OREERESRNIA R A BB AR

AKELRFENRERZ SN REETEE

The Group is in the process of making an assessment of the impact of
these new and revised HKFRSs upon initial application. So far, the Group
considers that these new and revised HKFRSs may result in changes in
accounting policies but the amendments are not expected to have any
significant impact on the Group’s financial statements.

PHREEMNFE - 2R ARERRZ
EHE MR BRI R AR BRE R R EK @5
HREPEEITAER I UAEBNE B RE
EXEAVE -



Fair value measurement

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability
takes place either in the principal market for the asset or liability, or in
the absence of a principal market, in the most advantageous market for
the asset or liability. The principal or the most advantageous market must
be accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a non-financial asset takes 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.

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

All assets and liabilities for which fair value is measured or disclosed in
the financial statements are categorized 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 techniques for which the lowest level input
that is significant to the fair value measurement is unobservable

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

Lvji Technology Holdings Inc. SEFFRIIZRER A F
Annual Report 2019 —Z— L EEH

Notes to Financial Statements (Cont’d)
MBREME (&)

For the year ended December 31, 2019
AR -T-NF+ZA=1—HIFE

AETE
AEERFEBSEME2EEZHANERR
%ﬁE§F%WHmFWYL%EL%§H
815 - RAEHENENRRIELENER
Em HREESBENEEMS  EXRE
ZMENBRT AREERRBEREFTS
BT TEFEANTHEMREEBEEEN
My BESABEAREBNFERME2EEAE
ELBBETEMBRETE (BRERMHE2EEK
RESRELCERNZTE) -

"@E—E-D)DD

FERMEENARENENERTSH2EERA
EREEENRRMEEREXBELE TRE
RERRERERGNA—ME2EEMENE
BN ZRREES o

AEBERERRTRBERNGERN  MEA
RABEABANE  UBEFREBIEES
ABERZERVERIIEEHARE -

RYBHRRFEIRBELABNRBEEERSE
& GRESAAEHERRMNFBEENRE
BHABBETARABSRRBNETIR -

FR-BRAFEEIRENERTHHNRE
(REHR) FHE

FB - REERDHE (BUHERIRETE
FHRAEHEMEFREENREERE AL
&)

F=H - BEERGHE (BUBRAIEAA
Bif2MsBEENKEELREALZE)

REEEHEERNMBRRBRNEERAEM
B OARERSREDRBBEFTHEDE (B
RERABEHEREMEBEANSEERE
%F)M&E?@ ENEER HAEEEE

ol

77

@“



Lvji Technology Holdings Inc. SEFFRHLIZRER A F
Annual Report 2019 = — L EFH

Notes to Financial Statements (Cont’d)
MEHERME (&)

For the year ended December 31, 2019
HE-F-NFLZA=1—HIFE

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment
testing for an asset is required (other than contract assets, deferred tax
assets, financial assets and non-current assets/a disposal group classified
as held for sale), 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 the groups
of assets, in which case the recoverable amount is determined for the
cash-generating unit to which the asset belongs.

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

An assessment is made at the end of each reporting period as to whether
there is an indication that previously recognized impairment losses may
no longer exist or may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognized impairment loss
of an asset other than goodwill is reversed only if there has been a change
in the estimates used to determine the recoverable amount of that asset,
but not to an amount higher than the carrying amount that would have
been determined (net of any depreciation/amortization) had no impairment
loss been recognized for the asset in prior years. A reversal of such an
impairment loss is credited to profit or loss in the period in which it arises.
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Related parties
A party is considered to be related to the Group if

(@)

or

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

(i)~ has control or joint control over the Group;
(i) has significant influence over the Group; or

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

SE_F[

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

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

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

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

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

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

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

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

(viii) the entity, or any member of a group of which it is a part,
provides key management personnel services to the Group or to
the parent of the Group.
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Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are
stated at cost less accumulated depreciation and any impairment losses.
When an item of property, plant and equipment is classified as held for sale
or when it is part of a disposal group classified as held for sale, it is not
depreciated and is accounted for in accordance with HKFRS 5. The cost of
an item of property, plant and equipment comprises its purchase price and
any directly attributable costs of bringing the asset to its working condition
and location for its intended use.

Expenditure incurred after items of property, plant and equipment have been
put into operation, such as repairs and maintenance, is normally charged
to profit or loss in the period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major inspection is
capitalized 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 recognizes such parts as individual assets
with specific useful lives and depreciates them accordingly.

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

Furniture and fixtures
REANETEE
Leasehold improvements
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Property, plant and equipment and depreciation (Cont’d)

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

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

Construction in progress represents fixtures under construction, which are
stated at cost less any impairment losses, and are not depreciated. Cost
comprises the direct costs of construction during the period of construction.
Construction in progress is reclassified to the appropriate category of
property, plant and equipment when completed and ready for use.

Other Intangible assets (other than goodwill)

Intangible assets 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 intangible
assets are assessed to be either finite or indefinite. Intangible assets with
finite lives are subsequently amortized over the useful economic life and
assessed for impairment whenever there is an indication that the intangible
asset may be impaired. The amortization period and the amortization
method for an intangible asset with a finite useful life are reviewed at least
at each financial year end.

Copyrights

Copyrights are initially recognized and measured at cost. Copyrights are
amortized on a straight-line basis over their estimated useful economic
lives of 5 to 10 years.

Computer software
Expenditure on computer software is capitalized and amortized using the
straight-line method over its estimated useful life of 10 years.

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

The Group assesses at contract inception whether a contract is, or contains,
a lease. A contract is, or contains, a lease if the contract conveys the right
to control the use of an identified asset for a period of time in exchange for
consideration.

Group as a lessee

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

(@)

(b)

Right-of-use assets

Right-of-use assets are recognized at the commencement date of
the lease (that is the date the underlying asset is available for use).
Right-of-use assets are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognized, initial direct costs
incurred, and lease payments made at or before the commencement
date less any lease incentives received. Right-of-use assets are
depreciated on a straight-line basis over the shorter of the lease
terms and the estimated useful lives of the assets. If ownership of
the leased asset transfers to the Group by the end of the lease term
or the cost reflects the exercise of a purchase option, depreciation is
calculated using the estimated useful life of the asset.

Lease liabilities

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

HE
AEERGORBEFIGEORERABEEH
B - AN ABRBREMS TE—RERRE
ERREEERNEN  AZAOR (HEE)
HE -

AEBERABA
AEEHMAHE (HERHEREEBEEER
BIRIN RE RN ETE - AEERR
HERBMEHEEN  MEREEERER
TR EE AR -

@ RAEEE
FRELERBERKER (ARBEE
AEEANAE) BR - EREEERK
KREMRAITEREMRESEHNE -
THEMEHAEREEEELAR -
AREAENKABERERANTEAGES
B EENVBERER  URERBE
AR MBEENREBERETMK
FRNMAEND FRELEREENTLY
R AERERTNRRERERAT
RWE -WEBEEBEENMEREHNES
RRBEBREAEESRARBRITEEE
& BIEFEBEENG A RE S

3
B o
7t

) HERE
MHEBREERFNREFENEEAR
RSB RER - HENREREEE
13X (BREEEEE MR AEEER
HERE - AR —BEHA L R 2
HEMR  ARBREEFRTEFENOE
#-HENFNBRASEAERERS
TENBERBEOTERE AR (8
ERRBMEARETERILEERE) RIE
HENF G - THRNEHA L RHy A&
HEMRESI BN KNS HHEFRED
HRARR /R o



Leases (Cont’d)
Group as a lessee (Cont’d)

(b)

Lease liabilities (Cont’d)

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

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its
short-term leases (i.e., those leases that have a lease term of 12
months or less from the commencement date and do not contain a
purchase option). It also applies the recognition exemption for leases
of low-value assets to leases that are considered of low value (i.e.,
below US$5,000). Lease payments on short-term leases and leases
of low-value assets are recognized as an expense on a straight-line
basis over the lease terms.

Lvji Technology Holdings Inc. SEFFRIIZRER A F
Annual Report 2019 —E— L EFH

Notes to Financial Statements (Cont’d)

MBHERME (&)
For the year ended December 31, 2019
AR -T-NF+ZA=1—HIFE

HE (®)
AEFERABA (E)

o)

()

HERE (&)

EFEHEMNRORER AREAFAH
MEFRBBHNEREFNE - REARST
EHIRBEEHETHASHE - R5EH

Mg pn R AR EM KB D « deoh - MR
HEFHAEE HENKAEE (MK
FHENFAERAEXNENAEE)
IEERMAENNRIGREE &
ERBHNREERENE -

AEEERAENHESHENREE (B
HEmnB R REARIARE T &
BEREEEENEE) BRRARE - FK
EnEREEEEEREHRIFAKER
HHE (BEM5,000%TT) AR - &
HHEREEEEERENHENTNE
ERRBERERR R o



Lvji Technology Holdings Inc. SEFFRHLIZRER A F
Annual Report 2019 = — L EFH

Notes to Financial Statements (Cont’d)
MEHERME (&)

For the year ended December 31, 2019
HE-F-NFLZA=1—HIFE

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently
measured at amortized 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 trade receivables
that do not contain a significant financing component or for which the
Group has applied the practical expedient of not adjusting the effect of a
significant financing component, the Group initially measures a financial
asset at its fair value, plus in the case of a financial asset not at fair
value through profit or loss, transaction costs. Trade receivables that do
not contain a significant financing component or for which the Group has
applied the practical expedient are measured at the transaction price
determined under HKFRS 15 in accordance with the policies set out for
“Revenue recognition” below.

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

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

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

Subsequent measurement

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

Financial assets at amortized cost (debt instruments)

Financial assets at amortized cost are subsequently measured using
the effective interest method and are subject to impairment. Gains and
losses are recognized in the statement of profit or loss when the asset is
derecognized, modified or impaired.

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 derecognized (i.e. removed
from the Group’s consolidated statement of financial position) when:

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

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

When the Group has transferred its rights to receive cash flows from an
asset or has entered into a pass-through arrangement, it evaluates if, and
to what extent, it has retained the risk and rewards of ownership of the
assets. 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 recognize the transferred asset to the extent of the
Group’s continuing involvement. In that case, the Group also recognizes an
associated liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the Group
has retained.

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

The Group recognizes an allowance for expected credit losses (“ECLS”)
for all debt instruments not held at 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 to receive, discounted at an approximation of the original effective
interest rate. The expected cash flows will include cash flows from the
sale of collateral held or other credit enhancements that are integral to the
contractual terms.

General approach

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

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

The Group considers a financial asset in default when contractual
payments are 90 days past due. However, in certain cases, the Group may
also consider a financial asset to be in default when internal or external
information indicates that the Group is unlikely to receive the outstanding
contractual amounts in full before taking into account any credit
enhancements held by the Group. A financial asset is written off when there
i no reasonable expectation of recovering the contractual cash flows.
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Impairment of financial assets (Cont’d)

Financial assets at amortized cost are subject to impairment under the
general approach and they are classified within the following stages
for measurement of ECLs except for trade receivables which apply the
simplified approach as detailed below.
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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 to 12-month ECLs
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Stage 2 - Financial instruments for which credit risk has increased significantly since initial recognition but that are not
credit-impaired financial assets and for which the loss allowance is measured at an amount equal to lifetime
ECLs
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Stage 3 Financial assets that are credit-impaired at the reporting date (but that are not purchased or originated credit-
impaired) and for which the loss allowance is measured at an amount equal to lifetime ECLs
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Simplified approach Bt %

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

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and
borrowings, or payables, as appropriate.

All financial liabilities are recognized 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 other payables and lease
liabilities.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their
classification as follows:
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Financial liabilities (Cont’d)

Financial liabilities at amortized cost (loans and borrowings)

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

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

Derecognition of financial liabilities
A financial liability is derecognized 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 recognized 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 if there is a currently
enforceable legal right to offset the recognized amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash
equivalents comprise cash on hand and demand deposits, and short term
highly liquid investments that are readily convertible into known amounts
of cash, are subject to an insignificant risk of changes in value, and have a
short maturity of generally within three months when acquired.

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

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

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

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

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

e where the deferred tax liability arises from the initial recognition of an
asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated with
investments in subsidiaries where the timing of the reversal of the
temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.
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Income tax (Cont’d)

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

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

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

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

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

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

Government grants are recognized 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 recognized as income on a systematic basis over the periods that
the costs, which it is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is credited to a deferred
income account and is released to profit or loss over the expected useful
life of the relevant asset by equal annual instalments.

Revenue recognition

Revenue from contracts with customers

The Group is engaged in the business of providing online tour guide and
customized content.

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

(@) Revenue from the sale of online tour guide through Online Travel
Agencies (the “OTAs”) and Lvji APP
Revenue from the sale of online tour guide through OTAs and Lvji APP
is recognized at the point in time when the guide is activated by the
end user, i.e., when the end user is able to use and benefit from the
online tour guide. It is considered that the Group is the principal in
this arrangement as the Group controls the goods or services before
that is transferred to the end users. The indicators that the Group
controls the specified goods or services include, but are not limited
to: (i) the Group is primarily responsible for fulfilling the promise to
provide the online tour guide to end users; (ii) the Group has inventory
risk before the online tour guide has been transferred to the end
users; and (iii) the Group has discretion in establishing the price for
the online tour guide.
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Revenue recognition (Cont’d)

Revenue from contracts with customers (Cont’d)

(@) Revenue from the sale of online tour guide through Online Travel
Agencies (the “OTAs”) and Lvji APP (Cont’d)
The Group sells the online tour guide to end users through OTAs. End
users will fully pay to OTAs before the online tour guide is activated.
OTAs are entitled to withhold and deduct prescribed fixed percentages
of the gross proceeds collected from the end users as their service
fee and remit the remaining amounts to the Group. Accordingly, the
Group records the payments collected from end users as revenue on
a gross basis and concession fees retained by OTAs are recognized in
cost of sales. The Group will perform monthly reconciliation with OTAs
and the normal credit term is 45 days.

(b)  Revenue from the sale of online tour guide to travel agencies
Revenue from the sale of online tour guide to travel agencies is
recognized at the point in time when the right to use of the online
tour guide is transferred to travel agencies, that is when the right to
use the tour guide is granted to the customers. The Group considered
that it has transferred the control of online tour guide when the right
to use the tour guide is granted to travel agencies based on the
following analysis: 1) the payments made by travel agencies are not
refundable and the online tour guide are not allowed to be returned to
the Group; 2) travel agencies have the ability to direct the use of the
tour guide by deciding whether and how to sell to end users; 3) travel
agencies obtain significant risks and rewards from the right to use the
tour guide by either reselling the tour guide and obtaining all of the
proceeds from the sale or using the tour guide themselves.

(c)  Revenue from the sale of customized content
Revenue from the sale of customized content is recognized at
the point in time when the content is checked and accepted by
the customers, that is when control of the customized content is
transferred to the customer.

Other income

Interest income is recognized on an accrual basis using the effective
interest method by applying the rate that discounts the estimated future
cash receipts over the expected life of the financial instrument to the net
carrying amount of the financial asset.

Franchise income is recognized on a time proportion basis over the
franchise terms.
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Contract assets

A contract asset is the right to consideration in exchange for goods or
services transferred to the customer. If the Group performs by transferring
goods or services to a customer before the customer pays consideration or
before the payment is due, a contract asset is recognized for the earned
consideration that is conditional. Contract assets are subject to impairment
assessment, details of which are included in the accounting policies for
impairment of financial assets.

Contract liabilities

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

Employee benefits

Pension scheme

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

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

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

These financial statements are presented in Renminbi because the
Group’s principal operations are carried out in Mainland China and the
functional currency is Renminbi, which is the currency of the primary
economic environment in which those entities operate. Each entity in the
Group determines its own functional currency and items included in the
financial statements of each entity are measured using that functional
currency. Foreign currency transactions recorded by the entities in the
Group are initially recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at the functional currency
rates of exchange ruling at the end of each reporting period. Differences
arising on settlement or translation of monetary items are recognized in
profit or loss. Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange rates at the
dates of the initial transactions.

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

In determining the exchange rate on initial recognition of the related
asset, expense or income on the derecognition of a non-monetary asset
or non-monetary liability relating to an advance consideration, the date of
initial transaction is the date on which the Group initially recognizes the
non-monetary asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in advance, the
Group determines the transaction date for each payment or receipt of the
advance consideration.
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Foreign currencies (Cont’d)

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

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

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

Judgement

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

Withholding tax arising from the distribution of dividends

The Group did not accrue deferred tax liabilities in respect of withholding
taxes arising from the future distributions of dividends by certain
subsidiaries according to the relevant tax rules enacted in the jurisdictions
in which the subsidiaries are domiciled and operate during the year. In
the opinion of the directors, it is not probable that these subsidiaries will
distribute such earnings to foreign entities in the foreseeable future while
the Group is expanding its business in Mainland China.
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Estimation uncertainty

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

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there is any indication of impairment for
all non-financial assets at the end of the reporting period. Non-financial
assets are tested 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 to sell and its value in use.
The calculation of the fair value less costs to sell is based on available
data from binding sales transactions in an arm’s length transaction of
similar assets or observable market 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 rate in order to
calculate the present value of those cash flows.

Useful lives and amortization of other intangible assets

The Group’s management determines the estimated useful lives and related
amortization for the Group’s other intangible assets with reference to the
estimated periods that the Group intends to derive future economic benefits
from the use of these assets. Management will revise the amortization
where useful lives are different to those of previously estimated, or it
will write off or write down technically obsolete or non-strategic assets
that have been abandoned or sold. Actual economic lives may differ from
estimated useful lives. Periodic review could result in a change in useful
lives and, therefore, amortization expense in future periods. The carrying
value of other intangible assets as at 31 December 2019 amounted to
RMB554,444,000 (2018: RMB207,900,000). Further details are set out in
note 15 to the consolidated financial statements.

Provision for expected credit losses on trade receivables

The Group uses a provision matrix to calculate ECLs for trade receivables.
The provision rates are based on days past due for groupings of various
debtor segments that have similar loss patterns.

st A RERE

REEHR  FEARBREHEAENAEREE
RT—HBFEEELERRENRKEEERR
FRME A REEROEMEZRR - TR
3l

FEREE (BELI) FilE
ARENERERRFEFBHEREERS
BREMBETR  HEPRBRREEVEEE
WE - RIFFEREEETRENR - HWEEX
REeEARUMNEAEBRATRESE (AL
ARERHEXFAEEFEREERETNRS
%) ABERE - RAERMEKATIRAR
FREERBUBEETABORNNEER S
SEBEIANBENERLEEENEERAHE
&l - Bt EEAERR - ERELALTRE
BESRCELEUNBRARARRASRE L&
BRENMRE U EZERERENRME -

E R EER A EFFHREY
FAREEREL2RASERLFRAZSEAEES
ARG EF SO RRETASEEERE
ENGE A EREE RAEEE - 2R FBREE
BEREEMTR - EEESET#E &
3 SH ol OB B SRR S R E R E S IER
BUEE - BERCEF R BB b5 (0 A4 5
BTHE - EREREHAFERTHEETH
MBBRRBEMEHFT L EE - KBV EE
RZE—NE+-A=+—BNEEEAARE
554,444,0007C (ZZ — /\F : AR #207,900,000
JT) o E—HHFBHR R BBEM S -

B RUNE R EEERER
ARERBEBRENEE S RKGRNBHE
EEE - BEXIREEAFEUBEEANZE
EBADENBPRHEE -



Estimation uncertainty (Cont’d)

Provision for expected credit losses on trade receivables (Cont’d)

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

The assessment of the correlation between historical observed default
rates, forecast economic conditions and ECLs is a significant estimate. The
amount of ECLs is sensitive to changes in circumstances and of forecast
economic conditions. The Group’s historical credit loss experience and
forecast of economic conditions may also not be representative of debtors’
actual default in the future. The information about the ECLs on the Group’s
trade receivables is disclosed in note 19 to the consolidated financial
statements.

Current and deferred income tax

The Group is subject to taxation in the PRC. Judgement is required in
determining the amount of the provision for taxation and the timing of
payment of the related taxation. There are transactions and calculations for
which the ultimate tax determination is uncertain during the ordinary course
of business. Where the final tax outcome of these matters is different from
the amounts that were initially recorded, such differences will impact the
income tax and deferred income tax provisions in the periods in which such
determination are made.

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

Lvji Technology Holdings Inc. SEFFRIIZRER A F
Annual Report 2019 —E— L EFH

Notes to Financial Statements (Cont’d)
MEHRME (&)

For the year ended December 31, 2019
AR -T-NF+ZA=1—HIFE

BT RERR ()

B RYNERYEREERE ()
BERENFENASENBABRENOXE
T ARESRRHEEENARBAEESE
KRLAREEH - flm - FEBEERR (I
BREERE) BERRR-—FARL  EhE
HRATITRMENHEIE N BEROXKF
AE - REBEAY BEBREOXHETU
BH - EAMARE G -

HREBERENX  BARBEAALBHEEE
B RNRRMFGT—RERMGN - RAEE
BRSEHRERBHLERNAORLERE - K
SENBEEREBRERLEEERRL NIRRT
ARBEERNEBARBERNEREORR - &
BASEEZREFREHEEERNBENNE
AP BRRME19HE -

FIE R AL 135
ASERNTEASMNBIR - EETHRAREBER
HEEABR SRR AR I - ERREBS
B XS RAET A e EHEERTERKN
ERE - WZEFENRRRBRERERNERE
MHETR  AHEEREYEEEHIEREN
ST RS R -

ARERERAB A BB AR ERT RN AL
HERMZRANERS  WEAERETER
EERRHEBROBELEREHERE - B
HREAGFEER  ARERRETYEARM
AAEPHROBRTHEHREERFIRFAXE

e

)



Lvji Technology Holdings Inc. SEFFRHLIZRER A F
Annual Report 2019 = — L EFH

Notes to Financial Statements (Cont’d)
MEHERME (&)

For the year ended December 31, 2019
HE-F-NFLZA=1—HIFE

The Group is principally an online tour guide provider in Mainland China.

HKFRS 8 Operating Segments requires operating segments to be identified
on the basis of internal reporting about components of the Group that
are regularly reviewed by the chief operating decision-makers in order
to allocate resources to segments and to assess their performance. The
information reported to the directors of the Company, who are the chief
operating decision-makers, for the purpose of resource allocation and
assessment of performance, does not contain discrete operating segment
financial information and the directors reviewed the financial results of the
Group as a whole. Therefore, no further information about the operating
segment is presented.

Geographical information

During the year, since the majority of the Group’s revenue and operating
profit were generated from the sale of online tour guide and customized
content in Mainland China, all of the Group’s identifiable assets and
liabilities were located in Mainland China, and overseas income from any
individual district did not exceed 10% of total revenue, no geographical
segment information in accordance with HKFRS 8 Operating Segments is
presented.

Information about major customers

No revenue from a single end user, travel agency, tourist attraction
administrator and government office contributed to 10% or more of the
total revenue of the Group during the year.

AEEXZRTENMERE FEBRMEA -

BRMBHREEAFSR (BENH) AT - £2
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ERAMEHERNEALREART IR
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6. REVENUE, OTHER INCOME AND GAINS 6. W HWAR K
An analysis of revenue is as follows: WaEDHTaT
2019 2018
—E-hE —E-N\E
(RMB’000) (RMB’000)
(AR®T ) (ARETT)
Revenue from contracts with customers EEAAW
Sale of online tour guide through OTAs BEEGIRETSHERGETES 522,185 288,147
Sale of online tour guide to travel agencies MEERBHEEREFES 10,276 4,429
Sale of online tour guide through Lvji APP MBBIAPPHEERETES 680 559
Sale of customized content HETHAR 8,672 8,557
541,813 301,692
Revenue from contracts with customers BEFEHWE
(i) Disaggregated revenue information 0 BNz EH
2019 2018
—E-hE —E-N\E
(RMB’000) (RMB’000)
(AR®T ) (ARETT)
Type of goods or services EmR RS ER
Sale of online tour guide HERGETES 533,141 293,135
Sale of customized content HETHAR 8,672 8,557
541,813 301,692
Timing of revenue recognition UK g5 T 0 B
Goods transferred at a point in time R AR EEE R 541,813 301,692

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

TRIRRA 8 & B AR LR R s )
ATARHAEBEZNESE -

2019 2018
“E-hE —E-N\F
(RMB’000) (RMB’000)
(AR®FR) (ARETT)
Revenue recognized that was BR AN EBRNE
included in contract liabilities
Sale of customized content HETRAR 720 562

3
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REVENUE, OTHER INCOME AND GAINS (Cont’d) 6. Wz H AR (&)
Revenue from contracts with customers (Cont’d) EFEHNE (&)

(i) Performance obligations i) EHELL
Information about the Group’s performance obligations is summarized ERAEERNEANERBRNT
below:
Revenue from the sale of online tour guide through OTAs and Lvji APP BBFRFE REDAPPIEEHRE F
LEWm
The performance obligation is satisfied when the online tour guide are BHAEANK AP NEEEEFESR
activated by end users. The end users make the payments in advance. TR R P @R IE - FEKRET
OTAs reconcile and settle the payments received from the end users with SO ARAERHETEERREAPI
the Group on a monthly basis and the credit term is usually 45 days. BHAR - EEH-—KABH5K -
Revenue from the sale of online tour guide to travel agencies [T E AR E FEE 7
The performance obligation is satisfied when the right to use the online tour BHEANEGETEENFREEET
guide is transferred to travel agencies and travel agencies generally pay in RERIBE TR MREREBEELN
advance. e
Revenue from the sale of customized content HEFTRAR =
The performance obligation is satisfied when the content is checked and BAEEARAARZERE REAET
accepted by the customers and payment is generally due within 30 days B MAZEFRERERORREE -
from acceptance.
Other income and gains HA AR i
2019 2018
“E-nE “T-N\F
(RMB’000) (RMB'000)
(AR®T ) (AREFT)
Other income and gains B A KWz
Government grants (note (i) B R Bh (P EG) 12,423 10,745
Franchise income (note 25) BRI A (PFE25) 769 800
QOthers Hith 1,714 206
14,906 11,751
Note (i): The amount represents subsidies received from local government authorities FiEE() : FZAIRIE R A T RE B 377 BURT EF PR &

in connection with certain tax refunds and various industry-specific
subsidies. There are no unfulfilled conditions relating to such government
subsidies recognized.

RUERZBOERERMN - YEARSOR
RETEEE BORBITIRM -



7. PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(crediting):
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BRBiAI B
AEBBRHABASIN /GIA) THIEH -

2019 2018
“E-hE —E-N\5F
(RMB’000) (RMB’000)
(AR®FR) (ARETT)
Concession fee DK 261,093 144,073
Depreciation of property, W% - BELRRBREFTE (H14)
plant and equipment (note 14) 1,901 1,027
Depreciation of right-of-use assets (note 16(a))  EFAEEENE (MzT16() 1,422 1,422
Amortization of other intangible assets (note 15)  Efn @R & E# 5 (Hi3H15) 43,340 12,638
Research and development costs B EOR 2,265 163
Listing expenses FiRAY 18,012 6,274
Auditor’s remuneration TS 1,600 -
Impairment of trade receivables (note 19) B S REWGERE (H519) (709) 709
Lease payments not included in the Rt AHEAGETENHENK
measurement of lease liabilities (note 16(c)) (BIzE16(c)) 60 35
Employee benefit expense EERFEY (BEEEME (H:39))
(including directors’ remuneration (note 9))
Wages and salaries IERFS 25,408 8,439
Pension scheme contributions BEEEREIER (EREENGED
(defined contribution scheme) 3,501 1,163
357,893 175,943
Bank interest income HBITHBHA (225) (44)
Other interest income from short term KABRAR BT ABENEHRRER
investments measured at fair value EiF 2 WA
through profit or loss (228) 92)
Government grants R B (12,423) (10,745)
FINANCE COSTS 8. MBEAE
An analysis of finance costs is as follows: PBEADITIOT
2019 2018
—B-0F —E-N\F
(RMB’000) (RMB’000)
(AR%¥F7) (ARETT)
Interest portion of lease liabilities (note 16) HEABENFEHS (HizE6) 50 123

@
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9. DIRECTORS’ AND CHIEF EXECUTIVE’S 9 EERFTHAHME
REMUNERATION

Directors’ and chief executive’s remuneration for the year, disclosed FANEERTHAESNE DIRE ETRE - B4
pursuant to the Listing Rules, section 383(1)(a), (b), (c) and (f) of the Hong A EMEFIE383(1)@)  (0) * O ROIER DA (HE
Kong Companies Ordinance and Part 2 of the Companies (Disclosure of BEERGER) B0 S8 HBENT ¢

Information about Benefits of Directors) Regulation, is as follows:

2019 2018

—E-0F —E-N\F

(RMB’000) (RMB’000)

(AR®ET ) (AREFT)

Fees we - _
Salaries, allowances and benefits in kind e 2UREDNZ 555 493
Pension scheme contributions BESHEMHRK 67 65

622 558

(a) BUFHTES
RERTERNBUIFERTEE2EMH
EREMIME o

(a) Independent non-executive directors
There were no fees and other emoluments payable to the independent
non-executive directors during the year.

(b) Executive directors (b) BTES

Year ended 31 December 2019
BE-Z-hE+ZA=1+—-HLEE

Salaries,
allowances Pension
and benefits scheme
Fees in kind  contributions Total
E A= 11
we RENFZ BESTEMHR @et

(RMB’000) (RMB’000) (RMB’000) (RMB’000)
(AR¥TR) (AR®TR) (AR®TR) (AR¥TR)

Executive directors: BTES:
Mr. Zang Weizhong EEM L - 117 15 132
Mr. Long Chao BEBAE - 297 35 332
Ms. Sun Hongyan P28 hodan - 141 17 158

- 555 67 622




Lvji Technology Holdings Inc. SEFFRIIZRER A F
Annual Report 2019 —E— L EFH

Notes to Financial Statements (Cont’d)
MEHRME (&)

For the year ended December 31, 2019
AR -T-NF+ZA=1—HIFE

9. DIRECTORS’ AND CHIEF EXECUTIVE’S 9 EERAHAHME (&)
REMUNERATION (Cont’d)
(b) Executive directors (Cont’d) (b) BTEE (HF)

Year ended 31 December 2018
—E-N\F+A=+—BLFE

Salaries,
allowances Pension
and benefits scheme
Fees in kind contributions Total
o EEAM L
wne REYM=E BESHEMER st
(RMB'000) (RMB'000) (RMB'000) (RMB'000)
(AREFT) (ARBTRT) (ARETR) (ARETR)
Executive directors: HTES:
Mr. Zang Weizhong SRR - 107 14 121
Mr. Long Chao AL - 234 32 266
Ms. Sun Hongyan Baoshit - 152 19 171
- 493 65 558
There was no arrangement under which a director or the chief REN TEESSITHEENEXIRE
executive waived or agreed to waive any remuneration during the BEETHS R -
year.
(c) Non-executive directors (0 FBTES
There were no fees and other emoluments payable to the RENTEENFERTES 2EAHEER

non-executive directors during the year. Hinie -
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10. FIVE HIGHEST PAID EMPLOYEES
The five highest paid employees during the years included nil director
(2018: 1). Details of director remuneration are set out in note 9 above.
Details of the remuneration for the year of the 5 (2018: 4) highest paid
employees who are neither a director nor chief executive of the Company
are as follows:

10. TEBREFMES
REN TEASSFMESAALES (ZF
—N\E15) c BEHMHEHN £
ERRARSEMESR (Z2—/N\F:48) (3
AAREEHTRER) HFMEBNT -

2019 2018

—E-NE “T-N\F

(RMB’000) (RMB’000)

(AR¥TR) (ARETTT)

Salaries, allowances and benefits in kind &% ZELREMIE 2,742 908
Pension scheme contributions BEEZLTEIMER 164 106
2,906 1,014

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

FHNTUTHENFEZRIETRAHESSFME
BAEMT :

2019 2018
—E-hE —E-N\F
Nil to HKD1,000,000 Z 21,000,000/ 7T 5 4

During the year, no highest paid employees waived or agreed to waive any
remuneration and no remuneration was paid by the Group to any of the five
highest paid employees as an inducement to join or upon joining the Group
or as compensation for loss of office.

RER LERSHMWESREXRBHEEAM
¢ MAKBEYLEANTERSHMHERHENHE
ERESIMARMAR KB RE HHBRHE -



The Group is subject to income tax on an entity basis on profits arising in
or derived from the countries/jurisdictions in which members of the Group
are domiciled and operate.

The Company was incorporated in the Cayman lIslands as an exempted
company with limited liability under the Companies Law of the Cayman
Islands and accordingly is not subject to income tax.

No provision for Hong Kong profits tax has been made as the Group had no
assessable profits derived from or earned in Hong Kong during the year.

The provision for Mainland China corporate income tax is based on the
statutory rate of 25% of the assessable profits of the subsidiaries of the
Group operating in Mainland China as determined in accordance with the
PRC Corporate Income Tax Law, which was approved and became effective
on 1 January 2008.

Guangzhou Shi Lvji Technology Company Limited (“Lvji Technology”)
qualified as a “High-and-New Technology Enterprise” (“HNTE”) under
the Corporate Income Tax Law in December 2016. Lvji Technology is
entitled to a preferential income tax rate of 15% for three years starting
from December 2016, if the criteria for HNTE are met each year. After
reapplication of HNTE in December 2019, Lvji Technology is entitled to a
preferential income tax rate of 15% for three years starting from December
2019, if the criteria for HNTE are met each year.

Huoer Guosi Lvji Software Technology Limited (“Huoer Guosi Lvji”) was
incorporated in Khorgos, Xinjiang, the PRC on 31 May 2017. According to
the applicable regulations, Huoer Guosi Lvji is exempted from corporate
income tax for four years from the first year of operation which was 2017.

Guangxi Lvji Software Technology Limited (“Guangxi Lvji”) was incorporated
in Beihai, Guangxi, the PRC on 21 September 2018. According to the
applicable regulations, Guangxi Lvji is entitled to a preferential income tax
rate of 9% for three years from the first year of operation which was 2018.
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11. INCOME TAX (Cont’d)

The major components of income tax expense of the Group are as follows:

. FiEH (&)

FEEREHAXOIZARHIMT :

2019 2018
—E-hEF —E-N\F
(RMB’000) (RMB’000)
(AR®T ) (ANREFT)
Current income tax — Mainland China ENERFTIEH — PEIA 26,113 16,117
Reversal of CIT payment made in prior year F—FECEMBRNTER
(note (i)) (BT=Ew) (15,640) =
Deferred income tax (note 17) EIEFTSHE (M3E17) 106 (106)
Total tax charge for the year FRNFIBY LA 10,579 16,011
Note (i): This amount represented a one-off tax refund received from the local tax Fia() - FHEERZT-NEF+ARERREER

bureau in October 2019 with regards to Lvji Technology’s being awarded
as a qualified software enterprise issued by Guangdong Software Industry
Association covering one year from 10 June 2019 to 9 June 2020. Pursuant
to MOF/STA PN 2019 No. 68 jointly released by the Ministry of Finance
(“MOF”) and State Taxation Administration (“STA”) on 17 May 2019, Lvji
Technology was then approved by local tax authorities to be entitled to a
corporate income tax exemption for the year ended 31 December 2018.

REMTERS R TABREHLERESR (A
—E-NAERATARE-Z-TFRAAN
Rit—FRER) Bt HEBKERN—X
MR - RIEF B (BB RERE
ek (BRBBLER]) RZE—NER
AttBBAAKOMES  BRHBE
BAE =T —NFH685 BRI RERE
BABERENIE B82S \F+
%HE+—E¢¢E%E§EQ¥%%%%



A reconciliation of the tax expense applicable to profit before tax at the
statutory rate in Mainland China to the tax expense at the effective tax rate
are as follows:
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B MATE R AT AR B A B A E R A
HRX BRERHEAENHRREENT

2019 2018
—E-NnE —E-N\F
(RMB’000) %  (RMB’000) %
(AER¥TR) % (AREFT) %
Profit before tax BRI &R 171,363 115,794
Tax at the statutory tax rate BEEMERAENTE 42,841 25.0 28,949 25.0

RETARRBITED
B AR p

L—FRERAERAFRERD

Lower tax rates for specific provinces
or enacted by local authority

Reversal of CIT payment made

(17,2920  (10.1)

(11,785  (10.2)

in prior year (15,640) 9.1) = =
Expenses not deductible for tax REHFHA L 1,220 0.7 16 =
Tax losses not recognized AERHIEEE 455 0.3 246 0.2
Income not subject to tax BIRMTIA (1,005) (0.6) (1,415) (1.2)
Tax charge at the Group's effective RAEFEERHE

tax rate STEMBIES T 10,579 6.2 16,011 13.8

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is
levied on dividends declared to foreign investors from 1 January 2008 and
applies to earnings generated 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. The Group is therefore
liable to withholding taxes on dividends distributed by those subsidiaries
established in Mainland China in respect of earnings generated from 1
January 2008. The applicable tax rate of the Group is 10%. At the end of
the reporting period, deferred tax has not been recognized for withholding
taxes that would be payable on the unremitted earnings 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 remaining earnings in the foreseeable future. The
aggregate amount of temporary differences associated with investments
in subsidiaries in Mainland China for which deferred tax liabilities have
not been recognized at 31 December 2019 was RMB260,116,000 (2018:
RMB115,952,000). There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.

BERRCEMERE 8-S\ F—A—H
i ARMIEREEERARERI0BHTE
BUWENH YERR -_TTEF+ A=+
—BRBEEZET o P E R EINEIRE E AT
HERIEERAARWIELD - BIATRBRIERNTE
BHE o Bt AEBEGER B A A
HBRARYN ST \G— A —BEELNETF
FTE RN SHMBNT - AEENERHREA
10% ° RIREHR - W B R A S E R P B N A
A VNG 6 Cobictink v N kil =l
BIHRBERELCTHIE - EZR A ZEHBAF
R B AR D RZ S AREMN BT - R =
Z-NE+-A=Z+—B BYFERBHBA
ARE (MARERRAECHELSE) HEANE
B = S 858 B A R15260,116,000 (22— N\
F: AR#115,952,00070) © AR R A E KRR
RELEMSHERTE -
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12. DIVIDENDS

No dividend has been declared and paid by the Company and its

subsidiaries during the year.

13. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY

EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount is based on the
profit for the year attributable to ordinary equity holders of the parent, and
the weighted average number of ordinary shares of 1,100,000,000 (2018:
1,100,000,000) in issue during the year, as adjusted for the assumption
that 1,089,000,000 new shares issued pursuant to the Capitalisation Issue

(as defined in note 35) had been issued on 1 January 2018.

The Group had no potentially dilutive ordinary shares in issue during the

years ended 31 December 2019 and 2018.

The calculations of basic and diluted earnings per share are based on:

12.

13.

RS
ARAREMER RN EARES R KRR

B o
T

BRARERESEEAELERER
REN BREABMNREQALEBESES
ABGEERBFIREBETEBRMETSH
1,100,000,0008% (== — /A4 : 1,100,000,000/% )
HE - WERBRBREENCET (T AN
35) M2 17#91,089,000,000 R F RN ERN T —
NEFE—A—BEBITHETHAE -

BE-T-AER-F-\E+-A=+—AL
F%  AEBUREHTEEREEER -

BRERLEIRNOFELER

2019 2018
“g-nE  SFNE
(RMB’000) (RMB’000)
(AR%F ) (AR®FT)
Earnings 2R
Profit attributable to ordinary equity holders of HEEREARLEBERNERRN
the parent, used in the basic and diluted AR ERERHE ARGET
earnings per share calculation: 160,784 99,783

Shares B

Weighted average number of ordinary shares in
issue during the year used in the basic and
diluted earnings per share calculation

ATEESBRERLEERBAEHAOFER
EHTERRINEFHH

1,100,000,000 1,100,000,000




14. PROPERTY, PLANT AND EQUIPMENT 14,

31 December 2019
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For the year ended December 31, 2019
AR -T-NF+ZA=1—HIFE

NEx - BERRE
—E2-AFt_A=t+—H

Furniture and

Leasehold  Construction in

fixtures  improvements progress Total
AR ‘ .
ETHE HEWMEEE FrIE HEr
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
(AR¥®Fn) (AR®TR) (AR®TR) (AR®TR)
At 1 January 2019: “Z-NF—A—B:
Cost BEN 3,887 1,148 337 5,372
Accumulated depreciation ZEE (743) (678) - (1,421)
Net carrying amount REFE 3,144 470 337 3,951
At 1 January 2019, net of R=ZF-NE—A—R8"
accumulated depreciation MR ZFE 3,144 470 337 3,951
Additions NE 1,842 79 161 2,082
Transfer from construction in progress E# A 7EiE T12 337 - (337) -
Disposals HE (368) - - (368)
Depreciation provided during the year S REHENE (1,464) (437) - (1,901)
At 31 December 2019, R-ZE-HhE+-A=+—8"
net of accumulated depreciation Nk 2:tirE 3,491 112 161 3,764
At 31 December 2019: ZE-NEF+ZA=+—H:
Cost BEN 5,698 1,227 161 7,086
Accumulated depreciation REtiE (2,207) (1,115) - (3,322)
Net carrying amount REFE 3,491 112 161 3,764

©
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AE-F-NF+-A=1—HIFE

14. PROPERTY, PLANT AND EQUIPMENT (Cont’d) 14. Y% - BERSR®E ()
31 December 2018 —E-N\F+=A=+-H
Furniture and Leasehold  Construction in
fixtures improvements progress Total
FAL
BERkE HEMEEE EEIR Bt
(RMB'000) (RMB'000) (RMB'000) (RMB'000)
(AREFT) (AREFTRT) (ARETRT) (AR%®FT)
At 1 January 2018: —E-N\FE—AF—A8:
Cost BEN 987 1,040 672 2,699
Accumulated depreciation REtiE (150) (244) = (394)
Net carrying amount REFE 837 796 672 2,305
At 1 January 2018, net of RZF—-N\E—HA—RH"
accumulated depreciation Mk R E 837 796 672 2,305
Additions DY 2,233 108 332 2,673
Transfer from construction in progress 5 EZ T2 667 - (667) -
Depreciation provided during the year FRFTHRITE (593) (434) - (1,027)
At 31 December 2018, net of RZEBE-NFE+=-A=1+—8"
accumulated depreciation MR 25HE 3,144 470 337 3,951
At 31 December 2018: —E-\E+=-R=t—8:
Cost BAR 3,887 1,148 337 5,372
Accumulated depreciation 2T E (743) (678) - (1,421)

Net carrying amount RESHE 3,144 470 337 3,951




15. OTHER INTANGIBLE ASSETS
31 December 2019
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For the year ended December 31, 2019
AR -T-NF+ZA=1—HIFE

15. EtEFEE
—B-hE+=-A=+-AH

Copyrights ~ Computer software Total
[ EREH @gt
(RMB’000) (RMB’000) (RMB’000)
(AR¥TR) (AR®ET ) (AR¥T )
At 1 January 2019: RZZE-NF—H—H:
Cost (DN 224,531 3 224,562
Accumulated amortization ZEIE (16,658) (4) (16,662)
Net carrying amount REFE 207,873 27 207,900
Cost at 1 January 2019, RZZE-NF—A—Hm
net of accumulated amortization FOR - MG 2t 207,873 27 207,900
Additions NG 389,777 107 389,884
Amortization provided during the year FRETIRE (43,327) (13) (43,340)
At 31 December 2019 RZE-NE+ZA=1+—H 554,323 121 554,444
At 31 December 2019: R-E-NE+=-F=+—8:
Cost AR 614,308 138 614,446
Accumulated amortization ZEHE Y (59,985) 17) (60,002)
Net carrying amount REFE 554,323 121 554,444
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AE-F-NF+-A=1—HIFE

15. OTHER INTANGIBLE ASSETS (Cont’d) 15. HittBF EE (&)
31 December 2018 —E-NE+=-A=+—8H
Copyrights ~ Computer software Total
R e st
(RMB’000) (RMB’000) (RMB’000)
(AREFT) (AREFTT) (AR¥FT)
At 1 January 2018: RZZ—-N\E—A—H8:
Cost (DN 60,097 31 60,128
Accumulated amortization ZEH (4,023) () (4,024)
Net carrying amount REFHE 56,074 30 56,104
Cost at 1 January 2018, RZE—NF—H—HH
net of accumulated amortization BOR - 30f Bt 56,074 30 56,104
Additions NE 164,434 - 164,434
Amortization provided during the year FRFTIREE (12,635) ) (12,638)
At 31 December 2018 RZB-N\E+-A=+—H 207,873 27 207,900
At 31 December 2018: RZE-N\E+=-A=+—RH:
Cost AR 224,531 31 224,562
Accumulated amortization 4R 3] (16,658) @ (16,662)

Net carrying amount BREEE 207,873 27 207,900
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AR -T-NF+ZA=1—HIFE

16. LEASES 16. #HE

FEEEREEA
ARERMFHETVRIRERY  BHA=
Fo—RME ARETARAAREAIIALE
BEOHHEEEE - A RBRRILERENR
BERHORNTIE—FHA -

The Group as a lessee

The Group entered into a long-term lease contract for a property lease with
a lease term of 3 years. Generally, the Group is restricted from assigning
and subleasing the leased assets outside the Group. There is a lease
contract that includes extension and termination options, which are further
discussed below.

(@)  Right-of-use assets @ (FEEEE
The carrying amounts of the Group’s right-of-use assets and the AEBEARELSEYETERENESH N
movements during the year are as follows: T
2019 2018
—B-0F —E-N\F
(RMB’000) (RMB’000)
(AR®FR) (AR%TT)
Carrying amount at 1 January R—A—BZREE 1,659 3,081
Additions NE 4,964 -
Depreciation charge MEMZ (1,422) (1,422)
Carrying amount at 31 December RT-ZRA=+—BZEEE 5,201 1,659
(b)  Lease liabilities b HEAE

The carrying amount of lease liabilities and the movements during the
year are as follows:

HERBEZRAERFAZHMT :

2019 2018

—E-hE —E-N\F

(RMB'000) (RMB'000)

(AR¥T) (ANREFT)

Carrying amount at 1 January R—A—HBZEREE 1,680 3,116

New leases HHE 4,964 -

Accretion of interest recognized during the year FAFEROF S0 30 123

Payments NE (1,560) (1,559)

Carrying amount at 31 December R+ZRA=+—BZEEE 5,134 1,680
Analyzed into: BTEH

Current BNER 1,686 1,510

Non-current JEENH 3,448 170

5,134 1,680

The maturity analysis of lease liabilities is disclosed in note 34 to the ~ MEEBEZHRHDMBEER T HREMFE34

financial statements.

()
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16. LEASES (Cont’d)

16. #HE (&)

(c) The amounts recognized in profit or loss in relation to leases are € REZRIZHEHEESENT:
as follows:
2019 2018
—E-hE —F-NF
(RMB'000) (RMB'000)
(AR%F7) (AR#FT)
Interest on lease liabilities MERETNE 50 123
Depreciation charge of right-of-use assets FREEENERS 1,422 1,422
Expense relating to short-term leases and other R PAE R RSHABR
leases with remaining lease terms ended on or —E-AF+-A=+—HBH
before 31 December 2019 ZAIfE R A A A SRR
(included in administrative expenses) Y GIATTERY) 60 35
Total amount recognized in profit or loss RIEEER 2 B8 1,532 1,580

(d) Extension and termination options

The Group has a lease contract that includes extension and
termination options. These options are negotiated by management to
provide flexibility in managing the leased-asset portfolio and they are

aligned with the Group’s business needs.

(e) The total cash outflow for leases are disclosed in note 28(c) to

the financial statements.

(d) EMRAILREE

MEHEL B -

28(c) *

AEEGERERRARRILERENTEE
AR ZERERLCEERHANREE
HERAEMARHERN ARFELE

e HEZRSRHABENRERMBERME



17. DEFERRED TAX ASSETS

The movements in deferred tax assets during the year are as follows:
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For the year ended December 31, 2019
AR -T-NF+ZA=1—HIFE

17. EEHBEE
WER - EEHEEENEHET -

Impairment of

financial assets Total

SHEERE Ry

(RMB'000) (RMB'000)

(AR®ET ) (ANREFT)

At 1 January 2018 RZZ-\$—H—-H - -
Deferred tax credited to the statement of FRFFABRENELERE

profit or loss during the year 106 106

Deferred tax assets at 1 January 2019 RZE-NF-A—BRNEEHBEE 106 106
Deferred tax credited to the statement of HRFT ABRRRELEHE

profit or loss during the period (106) (106)

R-Z-NF+-A=1+—HH

Deferred tax assets at 31 December 2019 BERBEE

The Group has tax losses arising in Mainland China of RMB2,799,000
(2018: RMB984,000) as at 31 December 2019, which will expire in four to
five years for offsetting against future taxable profits.

Deferred tax assets have not been recognized in respect of these losses
as they have arisen in subsidiaries that have been loss-making since
incorporation of these subsidiaries and it is not considered probable that
taxable profits will be available against which the tax losses can be utilized.

18. OTHER NON-CURRENT ASSETS

RIE-NE+-A=+—0 REERT
NI EERIEREARE2799,000T (ZF—N\
F: ARM984,000T) - $REUERERER - 7
BRI AR RERTAN -

HARZEERERECHEARE RASZE
EREDEABREMRILE -EBEENHEA
A BHZEMBARRAT R RRTEELRS
&7 BERBENS AR AN EHT A
HEEE -

18. HittFRBEE

2019 2018

—g-ng  —TNE

(RMB’000) (RMB'000)

(AR®T ) (ANREFT)

Deposits and other receivables (note (i) Be REMRERZOE () 5,000 =
Note (i): During the year ended 31 December 2019, the Group entered into a service PiFEE() : BE2_Z-NF+T-A=+t—HLFE XK

agreement with an independent third party service provider to render
its professional service with regards to business development, products
promotion and related activities for the Group, and as stipulated under the
terms of the agreement, the Group made a down payment deposit amounted
to RMB5,000,000 for a two years service contract duration from 1 July 2019
to 30 June 2021. The deposit is refundable upon the expiry of the agreement
by June 2021.

SEE-RBIEZ HBREREE LIRS
Hhi BASENEREE  EREERME
BEEREEERY - RIEZBEER 2R
T AEEER-_E-NELA-HE-Z
Z—FEXA-TERMERBANERINE
FIEE ARMES,000,0007C © ZEEBHR -
——FERABEERREE -
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19. TRADE RECEIVABLES

19. EZEKFE

2019 2018

—E-hEF —E-N\E

(RMB’000) (RMB’000)

(AR%®F) (AREFTT)

Trade receivables 2 SRR 47,488 37,816
Impairment of trade receivables 2 S RMFIERE - (709)
47,488 37,107

The Group’s trading terms with OTAs are mainly on credit. The credit period
for OTAs is generally 45 days. Each OTA has a maximum credit limit. The
credit period for other customers is generally 30 days. The Group seeks
to maintain strict control over its outstanding receivables and has a credit
control department to minimize credit risk. The Group does not hold any
collateral or other credit enhancements over its trade receivable balances.

Trade receivables are non-interest-bearing.

An ageing analysis of the trade receivables as at the end of the reporting

AEBRERKETECANEZEFUEER
FRART - G THERET ANEREH KR A4

X BHERIEETAHR

FEELR - G TEM

REHNEEH-RRA0K - AEENKEKEE

FEMGRIRR S BB 26 - YR

E B BRI

EEREGEERR - FREYERELE HEUK
BESHAEMERRIEMIEEER - E2E

BTG E

REEHR - EHREGCRRER ARG E

period, based on the invoice date and net of provisions, is as follows: EREBSHMT
2019 2018
—E-NF 2N\
(RMB’000) (RMB'000)
(AR®FR) (AR¥FT)
Within 3 months MEARA 46,559 37,107
3 to 6 months 3E6fEA 525 -
6 months to 1 year FEESE:S 404 =
47,488 37,107




The movements in the loss allowance for impairment of trade receivables
are as follows:
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EIRBFTRREERRENEDHIT

2019 2018

—B-0F —F-N\F

(RMB’000) (RMB’000)

(AR%¥TF7) (ARETT)

At beginning of year 3] 709 -
Impairment for the year FARE 923 709
Impairment provision reversed for the year FARERERD (1,632) -
At end of year FR - 709

The Group applies the simplified approach to providing for expected credit
losses prescribed by HKFRS 9, which permits the use of the lifetime
expected loss provision for all trade receivables. To measure the expected
credit losses, trade receivables have been grouped based on shared
credit risk characteristics and the days past due. The Group performed
an impairment analysis at the end of the reporting period, by considering
the probability of default of the debtors or comparable companies with
published credit ratings. At the end of the reporting period, the probability
of default is minimal for debtors other than defaulted receivables, with
expected credit loss rates of 0.26% to 0.42%. Trade receivables for
which the balances are overdue with aging of more than a year and the
counterparties failed to make the demanded repayments are defaulted
receivables.

AEEEAEBYBREEAEIRTANBL
FEREREEEBIIREE  ZRTATEM
RESRNGERAEBRBEERE - R E
EHEEEE  BSREZEREEREZERR
FERARERNE - AEERGERARERSE
BEAHEENRNERALTELRATNE
WM REMEITREDT - RIREPE - BISAR
%) (M3 R EUIE) Mr R M TE M M
FEHEEERRH0.26%ZE0.42% © D A H—
FUERHFHRERBRERNE F WA
AR EYGRIE o

2019 2018

—E-NF ZT-N\F
(RMB'000) (RMB'000)

(AR%TRr) (ANEEFT)

Prepayments HERRE 7,930 691
Government grant receivable R ST IBR T  B 12,063 9,431
Deferred listing expenses EEETRY 6,625 1,726
Contract cost =Y WN 3,694 -
QOther receivables H b fEU 08 2,916 1,795
33,228 13,643

None of the above assets is either past due or impaired. The financial
assets included in the above balances relate to receivables for which there
was no recent history of default.

The majority of the above balances were settled within 12 months and
had no historical default. In calculating the expected credit loss rate, the
Group considers the historical loss rate and adjusts for forward-looking
macroeconomic data. During the year, the Group estimated that the
expected loss rate for the above receivables is insignificant.

LR EEGRRARIARE - A LERPES
%@Eﬁ’é@ﬁiﬁﬂﬂﬁﬁ%ﬁ%@Eﬂﬁzﬁ’ﬂﬁéﬂﬁl%ﬂlﬁﬁ

EREHABAENIAEA L - BmED
T RS EEBERBEEE  ALEEEE
£ EREL AT I EE S B (S -
BB AREEH CREkEnESER
EDREK -

(=)
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21. CASH AND CASH EQUIVALENTS AND A PLEDGED 21,

ReRAESENAREERER

DEPOSIT
2019 2018
—EB-NnE —E-NE
(RMB’000) (RMB’000)
(AR®F 1) (NREF L)
Cash and bank balances Be RIRITEE 77,673 91,641
Less: Pledged deposit A BEAER (350) (200)
Cash and cash equivalents HERESZEY 77,323 91,441

All cash and bank balances are denominated in RMB.

The RMB is not freely convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations and Administration
of Settlement, Sale and Payment of Foreign Exchange Regulations, the
Group is permitted to exchange RMB for other currencies through banks
authorized to conduct foreign exchange business.

The pledged deposit was pledged to the government authorities for
conducting tourist-related business in Mainland China.

Cash at banks earns interest at floating rates based on daily bank deposit
rates. The bank balances are deposited with creditworthy banks with no
recent history of default.

FERE RRTHEBEAARKHE -

ARBAAEMARREMER  HEREFEA
WEHMNEERGOINREE EERNEEER
T AREEEEARREETINERBRT
BARBABARMER -

BEEAERCERTRGHE - AETFEAHE
RIRERRET -

BTRARESERTERFIEHDIH S EF
8 - FITEBDERRERR T AT ST EEH
SERHIRTT -



22. TRADE PAYABLES
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22. EZENFUE

2019 2018

—E-hE —E-N\F

(RMB’000) (RMB'000)

(AR%F) (ANRETTT)

Trade payables 2 S ENFR 11,269 20,815

An ageing analysis of the trade payables at the end of the reporting period,

based on the transaction date, is as follows:

RERESRR - BHRNFARR S B HNERD

DR UINE

2019 2018

—E-hEF —E-N\F

(RMB’000) (RMB’000)

(AR¥T ) (NRETTT)

Within 3 months MEAR 11,269 20,812
3 to 12 months 3E12A - -
110 2 years 1226 - 3
11,269 20,815

The trade payables are non-interest-bearing and are normally settled on

30-day terms.

23. OTHER PAYABLES AND ACCRUALS

EIRNTRERRER—RILIORIRES -

23. HttENFUEREER

2019 2018

e “F-0F

(RMB’000) (RMB'000)

(AR%¥F7) (ARETT)

Other payables Hib R F0R 9,775 3,029
Payroll and welfare payables EEH 2 RER 6,094 2,363
Other tax payable Hib e 8 1,660 3,762
17,529 9,154

Other payables are non-interest-bearing and repayable on demand.

Hit BN TERRERZEKEE -

©
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24. CONTRACT LIABILITIES

Contract liabilities include unsatisfied performance obligations resulting
from contracts of customized content for which the Group has received
consideration at the end of the reporting period. Contract liabilities
are recognized as revenue upon the Group satisfying its performance

obligations under the relevant contracts.

24, BHEE
ANEERERAEENEERRERIIRBIYE
BRAASNELNKBTROEM - AHAGBR
AEEETERA DNBHEIBRRANKS -

2019 2018

—E-hE —E-N\E

(RMB’000) (RMB’000)

(AR®FT) (ANRETTT)

Sale of customized content HETHAR 2,780 720

The revenue to be recognized arising from the Group’s contract liabilities is

as follows:

BTHANELBAEEANABHKENT :

2019 2018

—E-hE —E-N\F

(RMB’000) (RMB’000)

(AR¥T7) (ARETT)

Within one year —ER 2,780 720
Movements in contract liabilities during the year are as follows: FERANABESNT :

2019 2018

“E-NF —BN\F

(RMB’000) (RMB'000)

(AR¥T7) (AR®FT)

At the beginning of the year F 720 562

Additions NE 10,732 8,715

Revenue recognized during the year FRRERU (8,672) (8,557)

At the end of the year FXR 2,780 720




24. CONTRACT LIABILITIES (Cont’d)

The transaction prices allocated to the remaining performance obligations

(unsatisfied or partially unsatisfied) are as follows:
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BREE (&)
AREHTROEE (RBIRBAKET) 0
RHEBEMT ;

24,

2019 2018

—E-hE —E-N\F

(RMB'000) (RMB'000)

(AR¥TF ) (ANR®ETTT)

Within one year —FR 2,780 720
25. DEFERRED INCOME 25. IEIEWA

2019 2018

—E-NEF —E-N\E

(RMB’000) (RMB’000)

(AR®TF ) (ARETT)

At the beginning of the year E5]) 2,333 2,401

Additions NE 328 732

Released to franchise income (note 6) BERHELWA (Fi6) (769) (800)

At the end of the year EFR 1,892 2,333

Less: Current portion B BNERE (549) (957)

Non-current portion JERNEE 1,343 1,376

Deferred income represents the payment received in advance from
franchisees for the right to access the brand name of the Group. These
franchise payments are released to other income and gains over the

franchise period.

ETPANEBEFEEAIERAREmE 2 EMNE
M BELRERE R o % ERFHE LRI TR L
ZHRBEE A RS -
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26. SHARE CAPITAL 26. R
Shares R5

2019 2018
—E-hE —E-N\&
(RMB’000) (RMB’000)
(AR®T) (ARBFT)

Issued and fully paid: BEETRAR

11,000,000/%

11,000,000 (2018: 5,000,000) ordinary (ZZ—/\% : 5,000,000/%)

shares of US$0.01 each FRABENIIETHERR 758 345

A summary of movements in the Company’s share capital is as follows:

KRARBRARBHHENT -

Share capital

R
Share capital (RMB’000)
R (ARETT)
Number of
shares in issue (USD’000) Equivalent
BE#7 B -
RHEE (F%1) %@
Issued and fully paid: ERTRAE
At 1 January 2018 R-ZE-N\F—H—-H = = =
Issue of new shares (note (a)) BITE (FHEEG@) 50,000 50 345
Share subdivision (note (b)) B A x4 (B eE(D) 4,950,000 = -
RZZ—N\F
+-A=t-8k
At 31 December 2018 and 1 January 2019 —E-NF—A—H 5,000,000 50 345
Issue of new shares (note (c)) LT (BH3E()) 6,000,000 60 413
RZZ-NF
At 31 December 2019 +-A=+—H 11,000,000 110 758




Shares (Cont’d)

Note (a): The Company was incorporated in the Cayman Islands on 7 November 2018
to act as the holding company of the Group. The initial authorized share
capital of the Company was US$50,000 divided into 50,000 ordinary shares
with a nominal value of US$1.0 each. On the day of incorporation, one
ordinary share was allotted and issued to the initial subscriber at par, which
was then transferred on the same day to Lu Jia Technology Holdings Limited.
On the same day of incorporation, an additional 46,536 ordinary shares
and 3,463 ordinary shares were allotted and issued to Lu Jia Technology
Holdings Limited and Invest Profit Holdings Limited, respectively, with the
share capital fully paid at par in July 2019.

Note (b): On 28 November 2018, the authorized share capital of the Company was
increased to US$200,000 divided into 200,000 ordinary shares of US$1.0
each and each of the unissued and issued shares of US$1.0 each in the
authorized share capital of the Company was subdivided into 100 ordinary
shares of US$0.01 each. After such increase in authorized share capital and
subdivision, 4,653,700 shares and 346,300 shares, representing 93.07%
and 6.93% of all issued shares, were held by Lu Jia Technology Holdings
Limited and Invest Profit Holdings Limited, respectively.

Note (c): On 25 July 2019, the Company entered into a reorganization agreement
to allot and issue a total of 6,000,000 shares to the then shareholders.
Immediately after this allotment of shares on 29 July 2019, the Company
became the holding company of the companies now comprising the Group.
Details of the Reorganization are set out in the section headed “History,
Reorganization and Corporate structure” in the Prospectus.

The amounts of the Group’s reserves and the movements therein for the
current and prior years are presented in the consolidated statements of
changes in equity on page 82 of the financial statements.

Statutory surplus reserve

In accordance with the PRC Company Law and the articles of association
of the Group’s PRC subsidiaries, a subsidiary registered in the PRC as a
domestic company is required to appropriate 10% of its annual statutory
net profit (after offsetting any prior years’ losses) to the statutory surplus
reserve. When the balance of this reserve fund reaches 50% of the entity’s
capital, any further appropriation is optional. The statutory surplus reserve
can be utilized to offset prior years’ losses or to increase capital. However,
the balance of the statutory surplus reserve must be maintained at a
minimum of 25% of the capital after these usages.

Merger reserve

The merger reserve of the Group represents the capital contribution from
the then equity holders of the Group’s subsidiaries. The additions represent
the injection of additional paid-up capital by the then equity holders of
the Group’s subsidiaries, which were consolidated from the earliest date
presented or since the date of incorporation of the subsidiaries.
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Miiste) : AREERAEENERARNRZE—N\F
t—RAtREREHSFHMAL - RARH
16 7% 7E B 28 B50,0003% 70+ 9 £50,000%
BREMOETNEBR - REMKkLZ
A —REBREEEERSRET TR
REA - HERFEBEZTLu Jia Technology
Holdings Limited e R & A 2R B+ 5 5h
46,5360% & i AR ]23,4630% L BB 9 BIR
EE R % ) %17 FLu Jia Technology Holdings
Limited K2 Invest Profit Holdings Limited = 37/ =
Z-NFLAREEHEZRAE

Bz (D) - RZE—N\F+—AZ+N\B  ARAE
7E B AR 6 N 200,000 T+ 5 £200,0008%
BREABOETHEER MARAEE
BARGRAZITNERTRN (BR1.0E
7T) HAF 5 A100R L BR (8A%0.01%7T) -
EETZZEERETEMAMFEL % - Lu Jia
Technology Holdings Limited [ Invest Profit Holdings
Limited > 51/ 54,653, 70085 % 17 £%346,3008%
Bt (152 EERTRIDAI93.07%56.93%) °

BiE(c) - R-ZF-AFtA=-+AHA AR~
NEARE NEERREZRRETAL
6,000,0000%f% 1% - EEER_E—NF+AZ
ThBREREBERRDE - AR AREBBRE
ETRRNERAR - EAZHBEERBKR
ER[ESL  EHERARERE] -

%

AKERREAEFENREREERRAZHN
MBHRRFRANGARGEPRET -

EEBBREE
RETEARANBRRZERAEEHEKEA
AEEERAN —HPEERARARRZ
WELARSEFREAEMN (AHEFBER)
ZIBNEERBAES - ERDBEEHRE
HEREARZ50% » ANERIE—FBRAIER ]
 ZEBRABE A AREHAEFENER
FIEMER » A - BHBBRENERRATE
BHRARENRERERRDRERZ25% °

AbHRAE
FEENAHREREASENB AR ERERE
BANLE - RERASEMR AR ERERE
BNEINBIEHER UERE2IIBHNA
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28. NOTES TO THE CONSOLIDATED STATEMENT OF CASH 23, &4E &AM
FLOWS

(a) Major non-cash transactions (a FEFBEXRH
During the year, the Group had non-cash additions to right-of-use RER AEEEBEYEASRETESHY
assets and lease liabilities of RMB4,964,000, respectively, in respect FEARLERAESaBHIIERLEIEE
of extension of a lease arrangement for a property (2018: Nil). oAl A A RS 964,000 (—F— )\ &F:
7).
(b) Changes in liabilities arising from financing activities ) MEEBELZRENZD
Lease liabilities
REAME
(RMB’000)
(ARETT)
At 1 January 2019 RZZE-N&—A—H 1,680
Changes from financing cash flows REREREE (1,510
New leases AN 4,964
Interest expense FERY 50
Interest paid classified as operating cash flows AL EHNERERENENFIE (50)
At 31 December 2019 RZE-NE+ZA=1+—H 5,134
(c) Total cash outflow for leases () HERSHLER
The total cash outflow for leases included in the statement of cash SPARERERNAERSRLBELT -
flows is as follows:
2019
—E2-1E
(RMB’000)
(AR®T )
Within operating activities BEEHA 110
Within financing activities BEEHA 1,510
1,620
29. COMMITMENTS 29. A&
At the end of the reporting period, the Group did not have any significant RIERR - AREWEEMERFE -
commitments.
30. CONTINGENT LIABILITIES 3. HAEE
At the end of the reporting period, the Group did not have any significant RIFEBRR  AEEVETMERKALE -

contingent liabilities.



31. RELATED PARTY TRANSACTIONS AND BALANCES
The directors of the Company are of the view that the following parties/
companies are related parties that had transactions or balances with the

Group during the year.

(@)

Name and relationship
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31. BB R 7 RAER
ARREERR UTEH/RABRERE
AEBERGREROHET -

(@ #&/ BABREE

Name of related parties

Relationship with the Group and the Company

)yt BEAKERARENHER

Mr. Zang Weizhong (“Mr. Zang”) A substantial shareholder
BEMEE ([REED) FERR

Mr. Fan Baoguo (“Mr. Fan”) A substantial shareholder
BERELE ([#EE]) FERR

Lu Jia Technology Holdings Limited (“Lu Jia") A company controlled by Mr. Zang
Lu Jia Technology Holdings Limited ['Lu Jia]) R T AR A A

Invest Profit Holdings Limited (“Invest Profit”) A company controlled by Mr. Fan
Invest Profit Holdings Limited ([ Invest Profit] ) B IR A R

Jiangsu Outu Internet Technology Service Center (“Outu”) A company controlled by Mr. Zang
AR AR RE T O ([BUE]) F R e A I N )

Related party transactions

In addition to the transactions and balances disclosed elsewhere
in these financial statements, the Group had the following material

transactions with related parties during the year:

b) BBEIXZ
BRzERBEHRRAMTRBENRH L

BN ARERFRRBEHTETATE
T

2019 2018
—E-NE —E-N\F
(RMB’000) (RMB’000)
(AR®ETF ) (ARETT)

Advances from related parties: REBH B
Outu B 68,381 =
Mr. Zang BEE 30,568 150
98,949 150

Advances to related parties: A A T 2

Outu B 68,381 -
Mr. Zang B - 30,568
68,381 30,568

The advances from and to related parties are unsecured, interest-free and repayable

on demand.

REBHTHRRRABERHBIAEER - 2RRRBKE
&E o
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31. RELATED PARTY TRANSACTIONS AND BALANCES 31, @EAXS (&)
(Cont’d)

(c) Outstanding balances with related parties (0 BEEBANREEES
The Group had the following balances with related parties: RNEBRBEE T4 :
The Group AEE 2019 2018
-1 e
(RMB’000) (RMB’000)
(AR¥TF7) (AR®FT)
Amounts due from related parties: e B 7 KR
Mr. Zang e - 98,949
Lu Jia Lu Jia - 321
Invest Profit Invest Profit - 24
- 99,294
The Company had the following balances with related parties: YNSIEE s sl N
The Company /NG| 2019 2018
—E-hE —E-)\F
(RMB’000) (RMB’000)
(AR¥T7) (AR®FT)
Amounts due from related parties: e B 75 R
Lu Jia Lu Jia - 321
Invest Profit Invest Profit - 24

- 345
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31. RELATED PARTY TRANSACTIONS AND BALANCES 31, @EAR S (&)
(Cont’d)

(©)

Outstanding balances with related parties (Cont’d) ©
The maximum amounts due from related parties outstanding during
the year are set out below:

HEBLNRFES (R)
RERRUCK KBRS O&RREEHIM

T

2019 2018
“E-1E —E-N\F
(RMB’000) (RMB’000)
(AR®T ) (ARETTT)
Maximum amount due from related parties ~ JEWAWEH HHZ2 S
outstanding:
Mr. Zang e 98,949 98,949
Mr. Fan B - 500
Outu E%S 68,381 -
Lu Jia Lu Jia 321 321
Invest Profit Invest Profit 24 24
167,675 99,794
The related parties’ balances are non-trade in nature, unsecured, BT EHAFEZINED  BEHEF 28
interest-free and repayable on demand. RIZEKERE -
Compensation of key management personnel of the Group ) AEEFTESEASLTH
2019 2018
—E-hE —E-N\F
(RMB’000) (RMB’000)
(AR¥TF ) (AREFT)
Short-term employee benefits KEEEREA 1,384 848
Contributions to the pension scheme BEZEHEAMER 130 105
1,514 953

Further details of directors’ and the chief executive’s emoluments are
included in note 9 to the financial statements.

BRESRTREZMENE—FFEH

NIRRT
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32. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments at

the end of the reporting period are as follows:

3. SRMIEDHE
RBESHFK  SEUSBIANEEENT :

2019 —E-hF
Financial assets TREE
Financial assets at
The Group r5E amortized cost
i3 T EN]
RNEREE
(RMB’000)
(AR¥Tx)
Trade receivables g S EMNGE 47,488
Financial assets included in prepayments, deposits and STABNRE - Be K
other receivables HiEWRENEREE 21,604
Amounts due from related parties JE U B 75 R -
Pledged deposit BEAER 350
Cash and cash equivalents BeRBELEFED 77,323
146,765
Financial liabilities cHAaRE
Financial liabilities at
The Group NS | amortized cost

BEHERAT
BHemas

(RMB’000)
(AR¥T )

Trade payables
Financial liabilities included in other payables and accruals
Lease liabilities

BHRNTA

STARMENFAREG ERNERAE

11,269
9,775
5,134

26,178




32. FINANCIAL INSTRUMENTS BY CATEGORY (Cont’d) 32.

2018

Financial assets
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SRMIADE ()

Financial assets at
amortized cost

BB AT

RNEREE

(RMB’000)

The Group F&£E (AR®FTT)

Trade receivables B 5 WGIR 37,107

Financial assets included in prepayments, deposits and FTABRNRE e R

other receivables HiERRENEREE 12,952

Amounts due from related parties JE U BRESE 75 7R 0R 99,294

Pledged deposit BEBER 200

Cash and cash equivalents Re kRS EEY 91,441

240,994

Financial assets at

amortized cost

BEER AT

RNEREE

(RMB’000)

The Company /NS (ARETT)

Amounts due from related parties JEUK B 7 R 345
Financial liabilities PRBE

Financial liabilities at

amortized cost

WESHAK AT

EWeRaRE

(RMB'000)

The Group rEE (ARETT)

Trade payables B S EMNIA 20,815

Financial liabilities included in other payables and accruals SAHMENZEREAEZRNSHEE 3,029

Lease liabilities HERRE 1,680

25,524
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As at 31 December 2019, the fair values of the Group’s financial assets or
liabilities approximated to their respective carrying amounts.

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

The Group’s finance department headed by the finance manager is
responsible for determining the policies and procedures for the fair value
measurement of financial instruments. The finance manager reports directly
to the chief financial officer and the audit committee. At each reporting
date, the finance department analyses the movements in the values of
financial instruments and determines the major inputs applied in the
valuation. The valuation is reviewed and approved by the chief financial
officer. The valuation process and results are discussed with the audit
committee twice a year for interim and annual financial reporting.

The Group’s principal financial instruments comprise cash and cash
equivalents and lease liabilities. The main purpose of these financial
instruments is to raise finance for the Group’s operations. The Group has
various financial instruments such as trade receivables and trade payables,
which arise directly from its operations.

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

H

—NE+ZA=+—8" $$Ié@§§
AR EREEBNEREERS

g 3

g

T A

%8
ERECHERE LR EEEY CEARER
BHRNGE - EHENRE - st ARNFE
Be REMRRFEN S BB E T ARMER
FEREFERNEBARNAAERAREE
HBE IZRANZS AN HHRERE -

AEEMAGEETENMEHEERTSMT
E&ﬁﬁﬁ%%ﬂ REAEF - M EEE &R WA

BERBAZEERS - REREAY - M
ﬁﬁéﬂlﬁm1@m§ﬁﬁiﬁﬁ¢%%%
MERBARE - BEMMGAEETEARY
fE e %¢@&¢f%%%ﬁﬁ%ﬁiﬂaiiﬁ
wm R GERRE N ER

H

AEENTIZCRMTARRAS LA SFEMR
HERRE - ZEERIATZERFEENKES
SEe - AREREZERERMIA  WERBH
REELNEHRUGARE S REMNTUR -

AEBESRMTAMS RN T ERRANZRR -
FERRERBECRR EFEREEREM
i 10 25 % 6 E O BURBEA AN TS



Interest rate risk

The Group is exposed to interest rate risk in relation to lease liabilities
at 31 December 2019. The Group’s fair value interest rate risk is mainly
concentrated on the fluctuations of the market rates from banks.

The Group has not used any interest rate hedging policy to mitigate its
exposure associated with interest rate risk. However, the management
of the Group monitors interest rate exposure and will consider hedging
significant interest rate exposure should the need arise.

In the opinion of the directors, the expected change in interest rate will not
have a significant impact on the Group.

Credit risk

The Group trades only with recognized and creditworthy third parties. It is
the Group’s policy that all debtors who wish to trade on credit terms are
subject to credit verification procedures. In addition, receivable balances
are monitored on an ongoing basis and the Group’s exposure to bad debts
is not significant.

The credit risk of the Group’s other financial assets, which comprise cash
and cash equivalents and other receivables, arises from default of the
counterparty, with a maximum exposure equal to the carrying amounts
of these instruments. Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade receivables and other receivables
are disclosed in notes 19 and 20 to the financial statements, respectively.

Since the Group trades only with recognized and creditworthy third parties,
there is no requirement for collateral. Concentrations of credit risk are
managed by debtor. At the end of the reporting period, the Group had
certain concentrations of credit risk with respect to trade receivables as
follows:
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TR

R_E-AF+-A=1t—0 A&EEELH
HERENNXRER - ARENNXERTRE
RRRITIISHRAKE) -

$¢l1ﬁﬁ%&ﬁﬂ 150 B RO 52

RIS - AT - AEEEBEERA
+H&vl%%ﬁﬁ£%%@%ﬁiﬁﬂ$@
o

§$urw§j igﬂ,ﬁﬂrgi

=

RE °

TEHAKEELEAX

EERRE
AEEEHERTAGERINE=FHETR
5 - AEENBR AL EERRERKTH#T
RBHOEBAETEERERRF o 1 B
BREKEFEEEERAASERENZERR
FAEK o

AEEEMEREE (BRASKASFEMR
Htte R mEERRTTREFHENE
& mRRR ﬁ*%mﬁlﬁmﬁﬁﬁ BEA
SERE FRAGR R E bR UEMELNE
ERBNE % L BB RIRFERERM 19
204 -

ERAREERERTAEERFNE =TT

X5 BUERERR - EERRETHEBA
BE - REEHR  AEEEEFRYGAEH
WETEERBREHMT :

2019 2018

—E-hEF —E-N\F

Due from the largest debtor RERAEBA 45% 43%
Due from the five largest debtors RERAABEHA 93% 95%




Lvji Technology Holdings Inc. SEFFRHLIZRER A F
Annual Report 2019 = — L EFH

Notes to Financial Statements (Cont’d)
MEHERME (&)

For the year ended December 31, 2019
HE-F-NFLZA=1—HIFE

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring
liquidity planning tool. This tool considers the maturity of both its financial
investments and financial assets (e.g., trade receivables and other financial
assets) and projected cash flows from operations.

The Group’s objective is to maintain a balance between continuity of
funding and flexibility through the use of bank loans.

The tables below summarize the maturity profile of the Group’s financial
liabilities at the end of the reporting period based on contractual
undiscounted payments.

RBESER
AEENREEUERDESHEATAEEARS

HRNER - ZTAZEERMREREREE
(MEZERUFBEREMEREE) MENDH
BARKEREXBNEARERE -

AEEEEEBTARTENARES AR
Balt BT -

TREAAEERFE HRE

MERAEIRER -

INCROPNEARE

On demand
REXR
(RMB’000)

Less than 3to12 1to5

3 months months years Total
PR=MEB ==+=EA —Z2HEF #st
(RMB’000) (RMB’000) (RMB’000) (RMB’000)

(AR®TR) (AE®TR) (AE®TFR) (AE®FT) (AEBFT)

31 December 2019 —E-nE+=ZHA=1+-H

Trade payables B HENTIE - 11,269 - - 11,269
Lease liabilities HEERE - 412 1,364 3,681 5,457
Other payables H AR FE 9,775 - - - 9,775
9,775 11,681 1,364 3,681 26,501
31 December 2018 —E-N\E+=ZB=+—-H
Trade payables B HENHIA = 20,815 = = 20,815
Lease liabilities HEGE - 389 1,169 261 1,819
Other payables HAbE N FIB 3,029 - - - 3,029
3,029 21,204 1,169 261 25,663




34. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (Cont’d)

Capital management

The primary objective of the Group’s capital management is to ensure that
it maintains a strong credit profile and healthy capital ratios in order to
support its business and maximize shareholders’ value.

The Group manages its capital structure and makes adjustments to it in
light of changes in economic conditions. To maintain or adjust the capital
structure, the Group may adjust the dividend payment to shareholders,
return capital to shareholders or issue new shares. The Group is not subject
to any externally imposed capital requirements. No changes were made in
the objectives, policies or processes during the year.

The Group’s capital includes cash and cash equivalents, trade receivables
and prepayments, deposits and other receivables. The Group monitors
capital using a debt-to asset ratio. The debt-to-asset ratios as at the end of
each of the reporting periods were as follows:
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3. BREREEEERIE (&)

BXER
AREEAEENTIEARARREGER RN
FEMARBRNEARLE - U FEXBILE
BREESRAL

AEERBEERRNEHERABARBL Y
HEHBE - RURBHABEARE  AREK
SRBRNTFRROKE - REERFRRAHE
THID - AEREAZEMINBHEIENERRK
FIRR - NER - ARENER - BHRIEFH
BEMNZY -

ARENERBRRERREEEN  EHREYK
FERBENRE - Ze RAMEKTR - ARE
EREEARLRERERS - REREHRNE
EARLEMT

As at 31 December

R+=B=+—H
2019 2018
—B-0F —E-N\F
(RMB’000) (RMB’000)
(AR%T) (ANR®TFTT)
Total liabilities BEQE 62,112 49,270
Total assets BEELE 726,798 455,301
Debt-to-asset ratios EEEFELX 9% 11%
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On the Listing Date, 310,000,000 new ordinary shares were issued at
a price of HK$2.12 per share in connection with the Company’s initial
public offering on the Stock Exchange.

Pursuant to a written resolution of the shareholders of the Company
passed on 20 December 2019, a total of 1,089,000,000 shares
of US$0.01 each were allotted and issued at par value to the
shareholders as of the date immediately before the Listing Date
in proportion by way of capitalization of US$10,890,000 (the
“Capitalization Issue”) from the Company’s share premium account on
the Listing Date.

The over-allotment option was not exercised during the stabilization
period and lapsed on 9 February 2020.

Subsequent to the reporting period, the outbreak of novel coronavirus
(“COVID-19”) in early 2020 has inevitably caused a certain impact on
both the overall tourism market and business operation of the Group,
mainly due to travel restrictions and other precautionary measures
imposed by the relevant local authorities that resulted in temporary
closure for tourists attraction areas, delays in commencement
for work, temporary closure for business of suppliers and overall
decline in market demand during the outbreak period. The Group
estimates that the degree of COVID-19 impact will be dependent on
the duration of epidemic and the outcome of preventive measures
as undertaken by the respective local authorities. Given the dynamic
circumstances and uncertainties of COVID-19 situation, the Group will
keep continuous attention on the development of COVID-19 and react
actively to its impacts on the operation and financial position of the
Group, and as at the date of this report, the overall financial impact
could not be reasonably estimated, and will reflect in the Group’s
2020 interim and annual financial statements.

A 7 B H 0 310,000,0000% 3 I 18 B% 7t A&
NIRRT E R NEEEMRFR2.12
TR BT

BEARREA-Z-AE+=-RA=+
HRBANEDAZE RLEWAH &%
1,089,000,000/% & i F1{80.01 % TR BR 17 8
B ALD R R EE B+ #910,890,000% 7T
BREANMREERIZL fIERE KT
FHEEZLTAB—HHOKRE (B
1LE47])

BREBA A B ERBRAE - LR
—F-FE-AARKH

RIFEME  —S_TENEEHTTR
RS ([20198 R RER]) Tl e HE
BIRETGRAEBNERELENT —
TEE FERABEBEMAERERN
RBRIREMENEEERRERREY
BE¥ THHT HERDELENEK
EBREHETEERBERD - AEERG
i 2019 MRS RN EREBIRAR
RIERNFHERREARES @5 E BERN
FERHE FE R B R o 20198 MR F R A
BREEFRIREN  AEEHEER
1ERBESROERETEHEHEHA
EENCERTBERANTE  RBEEXR
WEHH BRVEFEELGEMT
TERREASEN S -_EFHHLF
EHEHET



36. 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:
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36. AQ T EAMRRE

RARRBERR A BHRRROBERDT -

2019 2018
—E-hE —E-N\EF
(RMB’000) (RMB'000)
(AR®T ) (ANR®ETTT)
NON-CURRENT ASSETS ERBEE
Investments in subsidiaries (note (i) RIBARINRE () - -
Total non-current assets FRBEELE - -
CURRENT ASSETS MEEE
Amounts due from subsidiaries FEUPH B 1 R R IE - 345
Prepayments, deposits and other receivables BAIEA - ke REMBKZIER 179 -
Cash and cash equivalents HeMREEFEY 22,450 -
Total current assets B EEAE 22,629 345
CURRENT LIABILITIES MBAE
Amounts due to subsidiaries FETPH B2 R FIE 22,050 =
Total current liabilities MBI EELH 22,050 -
TOTAL ASSETS LESS CURRENT LIABILITIES BEBLERTDAR 579 345
Net assets BEEFE 579 345
EQUITY R
Share capital [N 758 345
Reserves (note (i) e (BTaE) (179) -
Total equity BT 579 345
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36. STATEMENT OF FINANCIAL POSITION OF THE

37.

COMPANY (Cont’d)

Note (i):  Zhonghexin Technology Holdings Limited (“Lvji BVI”") was incorporated with
limited liability in British Virgin Islands (the “BVI”) on November 13, 2018 and
was authorized to issue up to a maximum of 50,000 ordinary shares of a single
class without par value. On the same day, 50,000 shares, representing all the
issued shares of Lvji BVI, were issued and allotted to the Company.

Note (ii): A summary of the Company’s reserves is as follows:

37. RARHBRREK ()

FF5E() = Zhonghexin Technology Holdings Limited (['Lvji BVI])
A—HRZZ—- \G+—-A+=-BERBELEH
E([RBRELHES]) #MAIMERAR - &
REBRTRZH0,00REEEE —BRHIEBR -
[ A - 50,0008% B £ (48 MLl BUZ BE 17
Wt ) BT RER T ARA -

FisE() : AR B Z BT

Exchange fluctuation

Accumulated losses reserve Total equity

RHER HNERBHE BRAE

(RMB’OOO{ (RMB’OOOg (RMB’000)

(AR%TrR (AR% TR (AR%F7)

As at 1 January 2019 —Z-NF—A—H - - -

Loss for the year FREE (187) - (187)

Other comprehensive income for the year FREMEZERE - 8 8

Total comprehensive loss for the year FREAEEBEE (187) 8 (179)

As at 31 December 2019 —T-AF+-A=t—H (187) 8 (179)
APPROVAL OF THE FINANCIAL STATEMENTS 37. IBRRMA

The financial statements were approved and authorized for issue by the
board of directors on 30 March 2020.

HBEEN-E-TFZ A= HEEEFRILE
R -



In this annual report, unless the context otherwise require, the following
expressions shall have the following meaning:

“2018”
[ZZF—N\F]

“2019”
[ZF-NF]

“AGM”

[BRRBFAE]

“APJ”

[API]

“APP”
[APP]

“Articles of Association”

[EREi2AA)

“Audit Committee”

[EZZBg]

“Board”

Exa 4

“BOCIFP”

[BOCIFP

“China” or “PRC”

(B
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Definition
B=x

RAFRA - BXESEAEN - THAREAEN
TRE

the year ended December 31, 2018
BE-Z-N\F+-A=T—HLEE

the year ended December 31, 2019
BE-Z-NF+-A=1—HLFE

the 2020 annual general meeting of the Company to be held on June 19, 2020 or any
adjournment thereof

ARREIR - Z_FFENAT AR _F_SFRREFASRAENES

application programing interface, a set of clearly defined methods of communication
between various software components

ERFREERD  RAHETRAKED < ME &N —ERERENBR A

application software designed to run on smartphones and other mobile devices

NEETHIECBSRELETHNERRFEMN

the articles of association of the company adopted on December 20, 2019 and effective on
January 17, 2020 and as amended from time to time

T { ?¢+ AZTAERITR _Z_TF - ATt BERN AL BAGERMAL (&
\ET Hl

the audit committee of the Board

ExgEn%Ee

the board of directors of the Company

ARBEZE

BOCI Financial Products Limited (FREIFR & BERBRAR]) (formerly known as Binten
Inc.), a company incorporated in the BVI with limited liability on June 15, 2000

PRERSRERERAT (AiEBinten Inc.) - —AR-_TLTF A +hBERBELE
B AR AR

the People’s Republic of China, except where the context requires otherwise and only for
the purposes of this annual report, excluding Hong Kong, the Macao Special Administrative
Region of the People’s Republic of China and Taiwan

TEARANE  BABRAMERERACRTE - TREDS - FEARAHER
P Rl R 2

(=)
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Definition
B=

“Company” or "Lvji”

AR % [

“Companies Ordinance”

IPAGILESTN

“Controlling Shareholders”

AR )

“Corporate Governance Code”

[EERTH

“DevOps”

[ DevOps

“Director(s)”

EE3

“EBITDA”
[EBITDA]

“Global Offering”

[EREE]

“Guangxi Lvji

[E PR |

15

Lvji Technology Holdings Inc. (S&EARH#EA AR 2 7)), an exempted company with limited
liability incorporated on November 7, 2018 in the Cayman Islands

BHRBERARARF - —ARZF-/\F+—ALRERSESEMR L OEREER

NG

the Companies Ordinance (Chapter 622 of the Laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time

BRAEDIF622% (REEDD) (BABER] ~ MAIARLT BN

has the meaning ascribed thereto in the Listing Rules and unless the context otherwise
requires, refers to Mr. Zang, Lu Jia Technology, Mr. Fan, Invest Profit, Qifu Honglian LLP,
Qifu Honglian BVI, Jieming Sanhao LLP and Jieming Sanhao BVI

BB FTRAIFTE FREE - ABREXERERE - TAMEENELAE « Lu Jia Technology * %
S5 ~ Invest Profit + Qifu Honglian LLP ~ Qifu Honglian BVI + Jieming Sanhao LLP & Jieming Sanhao BVI

the Corporate Governance Code set out in Appendix 14 to the Listing Rules
LTRAI S SIS X R A

a set of practices that automates the processes between software development and IT
teams, in order that they can build, test, and release software faster and more reliably

—ERTFRERATER  HNRFESCMERTL  MERSUERREATELRER -
AR R B HE T

the director(s) of the Company

ARBESR

earnings before interest, taxes, depreciation and amortization

BB ERBHA AN

the offering of the Company’s Shares as described in the Prospectus
BRERPABEE AR AR,

EREDEHERRBER AR (Guangxi Lvjii Software Technology Limited*), a company
established in the PRC with limited liability on September 21, 2018 and an indirect wholly-
owned subsidiary of our Company

BREFEMMBRERRR —AR - N\FAA-T-BEPEKINERAF - I
RARANREZENBAR



“Guangzhou Lvji”

[ EINEREr ] 1
“H5"

[H5] ]
“Hadoop”

[Hadoop | i
“Hong Kong”

(B 1

“Hong Kong Stock Exchange” or
“Stock Exchange”

[ B RPT]  [E P ] 15

“Huoer Guosi Lvji”

[EmEATEEN ] i
“ICP License”

[1CP3E b
“INEDs”

[INEDs | b

“Invest Profit”

['lnvest Profit ] &
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Definition
B

EMEEPRE B /T AR A) (Guangzhou Lvji International Travel Agency Limited*), a
company established in the PRC with limited liability on January 31, 2018 and an indirect
wholly-owned subsidiary of our Company

BMEFERIRTHEARAR  —AR T \F-A=t—REPERINERLF -
W ARRRNEEZREEMEAF

a mark-up language used for structuring and presenting content on the World Wide Web,
the fifth and current major version of the HTML standard

—RANESARLLARIBRIARNRCES @« A% DRAREFHMURE L RRA

a collection of open-source software utilities
—ERRUHFEIE

the Hong Kong Special Administrative Region of the People’s Republic of China
hEARLMBEEBRITHE

The Stock Exchange of Hong Kong Limited
ERMARSMARNE

ERRHEN S A REAR QT (Huoer Guosi Lvji Software Technology Limited*), a
company established in the PRC with limited liability on May 31, 2017 and an indirect
wholly-owned subsidiary of our Company

ERRMEDREMBERAR — AR Z—tFRA=T—-REFEKXINERA
Al WRAREMEE2ENBAR

Value added Telecommunications Services Operating Permit for Internet information
services

EMBERRBHOEETEEBELTIE

the independent non-executive Directors

BIUFRITES

Invest Profit Technology Holdings Limited, a company incorporated in the BVI with limited
liability on November 6, 2018 which is wholly owned by Mr. Fan and our Controlling
Shareholder

Invest Profit Technology Holdings Limited » —fIR =T —NF+—ANBERBR LS MK
VRBRAR - mEEERERE - WARMOERRR
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B=

“Jieming Sanhao BVI”

[ Jieming Sanhao BVI

“Jieming Sanhao LLP”

[ Jieming Sanhao LLP |

“HKFRS”

[ BB #ImEER

“Latest Practicable Date”
[REERA{TEE]
“Listing”

[ E7i ]

“Listing Date”

[ LB

“Listing Rules”

[ B8

“Lu Jia Technology”

[Lu Jia Technology |

“Lvji Technology”

[ BB

Jieming Culture & Travel Investment Ltd. (3883 fki% & HR A F), a company incorporated
in the BVI with limited liability on January 2, 2019 which is wholly owned by Jieming
Sanhao LLP and our Controlling Shareholder

BRRKEBRAR —HAR T NE-—A-ZRAERBERHEEMRUNERA
]+ mJieming Sanhao LLP2 B A - W AR FPIEIERIE

BENTE#EFERECE (ERAE) (Guangzhou Jieming No. 3 Investment Enterprise
(Limited Partnership)*), a limited partnership established in the PRC on May 26, 2016, a
Pre-IPO Investor and our Controlling Shareholder

BMNTRELKRELE (FRE)  —AR_T—A"FAA- T ABEFEKINER
&% RERRREENREERBRMMEBRBRR

Hong Kong Financial Reporting Standard(s) (including HKASs and Interpretation) issued by
the Hong Kong Institute of Certified Public Accountants

BRI ASRMANEEMBREERN (BRFEG TR LEE)

April 22, 2020 being the latest practicable date prior to the printing of this annual report
for the purpose of ascertaining the information contained herein

“EoRFEMA-T R AFERNEHAARTETAEENNSRERATAH

the listing of the Shares on the Main Board of the Stock Exchange, which occurred on the
Listing Date

Bt £ AR R AR L

January 17, 2020, the date on which the Shares are listed on the Main Board of the Stock
Exchange

“E-TE-A+ER - BRORERAER T2 B

the Rules Governing the Listing of Securities on the Stock Exchange, as amended,
supplemented or otherwise modified from time to time

BRAAEF MR (EREHER]  BRRAEMTAER)

Lu Jia Technology Holdings Limited, a company incorporated in the BVI with limited liability
on November 6, 2018 which is wholly owned by Mr. Zang and our Controlling Shareholder

Lu Jia Technology Holdings Limited » —fR =T —N\F+— A BERBE LS HMALA
BERAF AELEZERE  WARMNERER

BT8R R AREERA A (Guangzhou Shi Lvji Technology Company Limited®)
(previously known as BEMEZ @ A:AE R A F]), a company established in the PRC with
limited liability on December 14, 2013 and an indirect wholly-owned subsidiary of our
Company

BEMNTHBHEAEREEAR (ABENZERABEASRAR

BRF]) —HARZE—=F+=
ATHBERBFRIHERAR  TARAAKNEEEERBLR



“Main Board”

£k

“Model Code”

MR Al

“Mr. Fan”
[ 8254 |

“Mr. Zang”

[c ]

y

“Nomination Committee’

2% Eg]

“OTA”
[FE&RIRET 2 )

“Qifu Honglian BVI”

[ Qifu Honglian BVI |

“Qifu Honglian LLP”

[ Qifu Honglian LLP |

“Prospectus”
[ERER]

“R&D”
[#% ]

“Remuneration committee”

[#ZEE]
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Definition
B

the stock exchange (excluding the option market) operated by the Stock Exchange which is
independent from and operates in parallel with the GEM of the Stock Exchange

B EENIREN S (T REBEDS) - BURBMAGEM - I HEWTER

the Model Code for Securities Transactions by Directors of Listed Issuers set out in
Appendix 10 to the Listing Rules

LTRAIMET A LM ETAERSETESRBNRETE

BRE (Fan Baoguo®), a PRC resident, a Pre-IPO Investor and our Controlling Shareholder
FEERERE - REARRAEENREE REMOERKR

F{ER (Zang Weizhong®), a PRC resident and an executive Director, chairman of the
Board, chief executive officer and our Controlling Shareholder

PEEREEN  REAFANRTES EFSIF  TREARERER

nomination committee of the Board

ExgR%ZERe

online travel agency

EREEYE

QF HL LJ Limited, a company incorporated in the BVI with limited liability on November 13,
2018 which is wholly owned by Qifu Honglian LLP and our Controlling Shareholder

QF HL LJ Limited * —fER=E—N\F+—A+=HEEBREXHEEIMAUNER AR @
Qifu Honglian LLPZ &% + I A IR R

REMEBERHEEEESE 0% (ERA®) (Changxing Qifu Honglian Investment
Management (Limited Partnership)*), a limited partnership established in the PRC on June
29, 2016, a Pre-IPO Investor and our Controlling Shareholder

REEZBRETEORLE (AREE)  —AR_F-—"EXA-ThREFEKL
WERGE  RERARBREMNREE LARMMOEBREER

the prospectus dated December 31, 2019 issued by the Company
ARAIRZE-NFTZA=T—BHEBRER

research and development
ek

the remuneration committee of the Board

EZgVMZES

©



Lvji Technology Holdings Inc. SEFFRHLIZRER A F
Annual Report 2019 —Z— L EFH

Definition
B=

“Reorganization”

R

“RMB”
[ARE]

“SFO”

[E5 KR D
“Share(s)”

[t |

“Shareholder(s)”
[ ]

“substantial shareholder(s)’

[EERR]

“VAT"
[EER ]

“Yongtai BVI”

Yongtai BVI]

“Yongtai LLP”

[Yongtai LLP]

the reorganization arrangements undertaken by the Group in preparation for the Listing
AEERER I TMETHNEERY

Renminbi, the lawful currency of China
HEETEEBARE

Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time

BRENBE (EF LR HRA) (ETEER - MARNEMT A ER)

ordinary share(s) in the share capital of the Company, currently of nominal value US$0.01
each

ARRRATRREEREAEA0IETHERR

holder(s) of the Share(s)
BROEEA

has the meaning ascribed to it in the Listing Rules
BELTRABTZRE

value-added tax
BER

Sunrise Boulevard Investments Limited, a company incorporated in the BVI with limited
liability on June 12, 2019 which is wholly owned by Yongtai LLP

Sunrise Boulevard Investments Limited * —RIR = E—NFANP T+ - BEEBRE LS MR
MAM AR - HYongtai LLPZEHA

AYNABEERRLEERENRNGE X (ERE ) (Shenzhen Qianhai Sunrise
Boulevard Enterprise Management Consultancy Limited Partnership®), a limited partnership
established in the PRC with limited liability on May 24, 2019

RYMBFEARLREEFAGRLR (BRAR) AR -_F-NFRA-THR%E
REKINERAR

*  The names of the PRC established companies or entities have been included in this annual
report in both the Chinese and English languages and in the event of any inconsistency, the
Chinese versions shall prevail. The English translation of company names in Chinese which
are marked with “*” are for identification purposes only.

* REBERTZAAAERETXREXEBGRLZFHES  WELE
KB XIRATRE « L [*) i 2 2 AP X E B ZEX B E R AT -
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