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Financial Highlights
b LS

Percentage

Year ended 30 June Change

BEAAZTHLEE BALED

2020 2019 Y%
HK$'000 HK$’000
TR TR

Revenue WA 53,789 95,336 (43.5)

Gross Profit £ 17,127 31,263 (45.4)

Loss for the year FRER (28,204) (9,634) 193.8

Total Assets BEE 54,937 61,679 (10.9)

Total Equity RiEs 19,095 36,443 (47.6)

Key Financial Ratios TEHKLE

Gross profit margin EME 31.8% 32.8%
Net profit margin IR N/ATE R N/ATE
Return on equity EREF N/ATER N/ATE
Return on total assets BEEDR N/A i A N/A i
Current ratio B % 1.47 2.21
Quick ratio RE LR 1.13 2.21
Gearing ratio BEARLE N/AE N/ATER
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Chairman’s Statement
FERE

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of
CROSSTEC Group Holdings Limited (the “Company” or “Crosstec”), | am
pleased to present the annual report of the Company together with its
subsidiaries (the “Group”) for the year ended 30 June 2020.

Review

For the year ended 30 June 2020 (the “Year”), the revenue and gross profit of
the Group were approximately HK$53.8 million and approximately HK$17.1
million respectively, representing a decrease of approximately 43.5% and
45.4% respectively over the prior year. The Group recorded an increased in
loss to approximately HK$28.2 million for the Year as compared to a net loss
of approximately HK$9.6 million for the prior year. The decline in financial
performance was mainly attributable to the slowdown in implementing the
business expansion of certain major clients of the Group as a result of the
combined effects of the social unrest in Hong Kong since the second half of
2019 and the outbreak of the Coronavirus Disease 2019 (“COVID-19") since
the first quarter of 2020.

Prospects

Indeed, the Company has gone through a hard time that the social unrest in
Hong Kong and the outbreak of the COVID-19 has triggered unprecedented
disruptions in business operations on a global scale. Certain suppliers were
not able to perform the orders timely due to the health protection measures
adopted by their local government authorities and closings of businesses. As
such, some projects originally scheduled to be performed during the Year
have been delayed to the coming financial year or even surrendered. The
management will continue to monitor the development of the COVID-19
pandemic and its impact on the operations and results of the Group, if any.
The Company will also keep its shareholders (the “Shareholders”) updated and
informed by way of announcement(s) as and when appropriate.

In response to the above, the Group will continue to strengthen its cost control
and resources management as well as to actively participate in project tenders,
in order to maintain its competitiveness in the market.

Regarding the core business, upon the expansion of the interior solutions
services to the high-end residential market in Hong Kong over the years,
the Company has gained rich experience and connections in the property
development market. Up to the date of this report, several large projects in
relation to the provision of millworks and interior solutions services to the
show flats, club houses, gardening projects of certain recognized property
developers in Hong Kong have been awarded. Based on the high qualities of
products and services provided by the Group, the management is confident
that a long-term business relationship will be built up and more similar
projects are coming in the near future.
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Chairman’s Statement

Through the exclusive co-operation with an international recognized armored
glass supplier established in Germany, the Group has been promoting the use
of supreme armored glass to the international luxury brands, hotels as well as
government buildings and facilities for our millwork and fit-outs business. For
instance, we have provided armored glasses to certain facilities of the Hong
Kong government during the Year. Considering the increase in awareness
of the social security worldwide, this would be a very promising market to
engage into and develop.

Going forward, upon the close contacts with certain market leaders, the
Group will also expand its millwork and furniture business to the global
premium cruise market and the negotiation progresses are satisfactory.
Also, geographically speaking, the Company is dedicated to putting more
resources and efforts on exploring the business opportunities in relation to
the interior solutions projects in the market of the People’s Republic of China
(the “PRC” or “China”) in cooperation with certain business partners who are
well-stablished in such market.

At the same time, The Group will keep abreast of the latest market
development and make pre-emptive moves to seize any potential business
opportunities so as to support the Group’s sustainable development when
opportunities arise.

In order to broaden the income sources, the Company has put effort in
expanding the event management business. To rebrand their image or
increase the popularity over the market, we have been working closely
with certain international recognized F&B brands together to help them to
implement lifestyle marketing through various events. Moreover, crisis creates
opportunities, considered the global e-commence sales and online shopping
trend appear to be skyrocketing due to the pandemic of the COVID-19, the
Group is actively seeking the opportunities to engage in the online shopping
business in co-operation with certain business partners that have already been
well established in the e-commence market and we are confident that such a
move is creating strong values to the stakeholders of the Group.

Based on the blueprint for our future development to achieve long term value
growth, the Board will endeavor to maximize the interests of the Group and
the Shareholders.

Appreciation

On behalf of the Board, 1 would like to express my sincere gratitude and
appreciation to the management and staff for their dedication during the Year.
I would also like to thank the Group’s shareholders, customers, suppliers,
business partners and government authorities for their continued trust and
support over the years.

Lee Wai Sang
Chairman

Hong Kong, 25 September 2020
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Profile of Directors and Senior Management

EEKEREEERE

DIRECTORS

The Board currently consists of six Directors, comprising three executive
Directors and three independent non-executive Directors. The following table
sets out certain information about the Directors as at the date of this annual
report:

Name Age Position
e Fie Bz

EE

EZeRBARAAESAN  BRZAUTESR=AE
UFATES - TREJINAFHRABEZ LA TER

Chairman, Chief Executive Officer and Executive Director
Chief Financial Officer, Executive Director and Company Secretary

Executive Director and Project Director (Business Development)

Mr. Lee Wai Sang 56

FRELE 5650 IR THRERATESR

Mr. Lau King Lok 55

€S 556 BRMBAE BTEERAANE

Mr. Leung Pak Yin 46

REALE 465  BOTESRRELE (RBER)

Mr. So Chi Hang 54 Independent Non-executive Director
BEERE 54, BUFFMTESR

Mr. Heng Ching Kuen Franklin 55 Independent Non-executive Director
EILRLE 555, BUGFMTESR

Mr. Shing Wai Yip 52 Independent Non-executive Director
REFEE 52 BUGFMTES

EXECUTIVE DIRECTORS

Mr. Lee Wai Sang (Z{24) (“Mr. Lee”), aged 56, is one of the founders of the
Group and has been appointed as the chairman of the Board (the “Chairman”),
chief executive officer of the Company (the “Chief Executive Officer”) and
an executive Director since 18 March 2016. He is also the chairman of the
nomination committee of the Company (the “Nomination Committee”) and a
member of the remuneration committee of the Company (the “Remuneration
Committee”). In addition, he serves as an authorised representative of the
Company (the “Authorised Representative”) pursuant to Rule 3.05 of the
Listing Rules and director of several subsidiaries of the Company. Mr. Lee
is responsible for managing the overall business operations and strategic
planning of the Group. He has over 30 years of experience in the interior
design industry. Prior to establishing the Group in 1999, from 1997 to 1999,
Mr. Lee was the director of Cross Design Limited where he was responsible
for overseeing the interior design work streams and overall operations of the
company. From 1992 to 1994, Mr. Lee served as a senior interior designer
of Bowden Dewar McFadzean Limited, responsible for the interior design of
office premises. Between 1989 and 1991, he was as an architect designer
of Michael H.K. Wong Architects Inc., responsible for the interior design of
buildings.
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Profile of Directors and Senior Management

In addition to his professional experience in the industry, Mr. Lee was also
keen to share his expertise with the next-generation interior designers. Mr. Lee
was the guest speaker of the design department of Vocational Training Council
to present the topic on “Professional Practice — Tender Document” and
“Professional Practice — Project Management” on 19 January 2001 and 20
March 2001 respectively. From September 2004 to August 2005, he served as
the external examiner for the higher diploma in interior & environment design
course, the higher diploma in interior design course, and the certificate in
design studies course of the Vocational Training Council. From October 2000
to January 2001, Mr. Lee was a visiting lecturer (part-time) of the School of
Design of the Hong Kong Polytechnic University.

Mr. Lee obtained his master of arts degree in design from the Hong Kong
Polytechnic University in December 1999 and received a bachelor’s degree
in interior design from the University of Manitoba in May 1989. Mr. Lee
also completed the Prince of Wales’s business & sustainability programme
designed by the University of Cambridge Institute for Sustainability Leadership
in April 2018 and obtained an executive diploma in corporate governance
and sustainability directorship from The Hong Kong Institute of Directors
in May 2018. In addition, he is a member of various international interior
designer professional bodies. Mr. Lee has been a registered interior designer
and member of the Association of Registered Interior Designers of Ontario in
Canada since September 1989, a member of the Interior Designer of Canada
in Canada since 1994, a certified holder of the National Council for Interior
Design Qualification in North America since April 1994, a professional
member of the American Society of Interior Designers in the United States
since March 1995 and a professional member of the International Interior
Design Association in the United States since 1995. He has also been elected
as an International Dual Member of the British Institute of Interior Design since
April 2016. Since May 2016, Mr. Lee has been fully accredited as a design
professional by the Society of British and International Design.

Mr. Lee is the spouse of Ms. Leung Mo Shan, Jackie (“Ms. Leung”), an
executive assistant of the Group and brother-in-law of Mr. Leung Pak Yin, an
executive Director. He is also a director of CGH (BVI) Limited (“CGH (BVI)”),
which is a substantial shareholder of the Company within the meaning of Part
XV of the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong
Kong) (“SFO”) and the controlling shareholder (as defined under the Listing
Rules) of the Company.
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Profile of Directors and Senior Management

EEKEREEERE

Mr. Lau King Lok (214144 (“Mr. Lau”), aged 55, joined the Group on 1
January 2016 and is currently the chief financial officer of the Group. He has
been appointed as the company secretary of the Company (the “Company
Secretary”) and an executive Director since 18 March 2016. Mr. Lau also
serves as a member of the risk management committee of the Company (the
“Risk Management Committee”) and the Authorised Representative. Mr. Lau
is responsible for the overall management of financial of the Group. Mr. Lau
has over 25 years of experience in the accounting, auditing and corporate
finance fields. Prior to joining the Group, from October 2010 to December
2015, Mr. Lau served as the executive director of Cypress Group of companies,
where he was responsible for the group’s daily operation. From December
1994 to August 2010, Mr. Lau served as the group finance and administration
manager, and subsequently as the chief financial officer of the North Asia
segment of the DTZ Debenham Tie Leung Limited (formerly known as C Y
Leung and Company), where he was responsible for the company’s finance
and treasury functions. From September 1990 to July 1994, Mr. Lau was
the division manager of accounts and administration department of P&O
Travel Limited, where he was responsible for the company’s accounting and
administration matters. From September 1987 to August 1990, Mr. Lau started
his career as an auditor in Klynveld Peat Marwick Goerdeler (KPMG).

Mr. Lau received a master’s degree in business administration from the
University of South Australia in December 2011. He has been a member of
the Hong Kong Institute of Directors since January 2017. Mr. Lau has been
an associate member of the Institute of Chartered Accountants in England and
Wales since February 2005. He is also an associate member of the Taxation
Institute of Hong Kong since August 1998 and a certified tax adviser since
January 2013. Mr. Lau has been an associate member of the Hong Kong
Institute of Certified Public Accountants (previously known as the Hong Kong
Society of Accountants) since February 1993 and a fellow member since May
2000.

Mr. Leung Pak Yin (H#) (“Mr. Leung”), aged 46, joined the Group on
13 September 2006 and is a project director (business development) of the
Group. He has been appointed as an executive Director since 18 March
2016. Mr. Leung is also a director of several subsidiaries of the Company.
Mr. Leung is responsible for client liaison and business development of the
Group. Mr. Leung has over 20 years of experience in sales and business
development. Prior to joining the Group, from 2004 to 2006, Mr. Leung served
as an account manager of Wharf T&T Limited, where he was responsible for
the company’s customers’ relations and sales management. Between 2001 and
2002, Mr. Leung was the business development manager of Magically Asia
Limited, where he was responsible for developing strategy and tactical plans
to drive the business, managing customer and partner relationships, handling
sales project and facilitating new product development. From 1998 to 1999,
Mr. Leung was an account manager of New World Telephone Limited, where
he was responsible for the management of sales and customers relations.

Mr. Leung received a bachelor of science degree from the Hong Kong
University of Science and Technology in November 1996.

Mr. Leung is the brother-in-law of Mr. Lee and the brother of Ms. Leung.
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Profile of Directors and Senior Management

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. So Chi Hang (8 18) (“Mr. So”), aged 54, has been appointed as an
independent non-executive Director since 22 August 2016. Mr. So is also
the chairman of each of the audit committee of the Company (the “Audit
Committee”) and the Remuneration Committee and a member of each of
the Nomination Committee and the Risk Management Committee. Mr. So
is responsible for supervising and providing independent judgment to the
Board. Mr. So has over 25 years of experience in finance with exposure in
Hong Kong, the PRC, Australia, Taiwan and Japan. From October 2015 to
December 2017, Mr. So served as the vice president of project management
of BSN Medical KK in Japan, where he was responsible for guiding and
monitoring the work of local outsourced accounting service provider. Mr. So
served as a business analyst consultant of STL Corp., Ltd from May 2011 to
December 2013, where he provided independent consultation service in
developing and monitoring the execution of business strategies. He served
as an associate director of KCS Management & Consultancy (China) Co.,
Ltd from November 2008 to March 2011 and KCS Limited from September
2007 to November 2008, where he supervised the account servicing teams
of the corporate accounting division. Mr. So held various positions while he
was with ACNielsen (China) Ltd from October 1997 to April 2007 where his
last position was the director of finance, where he was responsible for the
management of all finance and accounting operations. He also served as a
divisional accountant of the AFS Freight Management Group in Australia from
July 1993 to April 1997, where he was responsible for accounting and taxation
matters for the group’s non-Australian companies, including Hong Kong and
Shanghai, Papua New Guinea, New Zealand and the United States (“US").
From April 1991 to June 1993, Mr. So served as an accountant of AIA Capital
Corporation Limited. Before that, he served as the group accountant of Desh
Group from June 1990 till 1991. Mr. So started his career as an auditor of
Coopers & Lybrand from January 1989 to June 1990.

Mr. So obtained a bachelor of commerce degree from the University of
Queensland in Australia in August 1988. He has been a certified practicing
accountant of Australian Society of CPAs since October 1993.
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Mr. Heng Ching Kuen Franklin (321E4£) (“Mr. Heng”), aged 55, has been
appointed as an independent non-executive Director since 22 August 2016.
He is also the chairman of the Risk Management Committee and a member
of each of the Audit Committee, the Remuneration Committee and the
Nomination Committee. Mr. Heng is responsible for supervising and providing
independent judgement to the Board. He has over 20 years of experience
in banking and finance. Since June 2011, Mr. Heng has been the managing
partner and responsible officer of Springboard Capital Limited, an asset
management company licensed by the Securities and Futures Commission
of Hong Kong (“SFC”). Prior to that, Mr. Heng was the managing director
of The Royal Bank of Scotland Plc, Hong Kong from May 2006 to October
2008. He was a director of HSBC Securities (Asia) Limited and held senior
positions of other HSBC group companies from June 1999 to April 2006. He
has held senior positions in several major private financial institutions in Hong
Kong and had been registered with the Hong Kong Monetary Authority as an
executive officer. He has been registered with the SFC as a responsible officer,
carrying out various regulated activities.

Mr. Heng obtained a bachelor of arts and subsequently a master of arts in June
1988 and March 1992 respectively from the University of Cambridge. He has
been a fellow member of The Institute of Chartered Accountants in England
and Wales since December 2009 and The Hong Kong Institute of Directors
since July 2009, and a member of The Hong Kong Institute of Certified Public
Accountants.

Mr. Shing Wai Yip (F{E%) (“Mr. Shing”), aged 52, has been appointed as an
independent non-executive Director since 25 January 2019. Mr. Shing is also
a member of the Audit Committee. Mr. Shing is responsible for supervising
and providing independent judgement to the Board. Mr. Shing has 20 years
specialised experience in hospitality industry procurement. Since March
2010, Mr. Shing has been the Group Director Purchasing of Wharf Hotels
Management Limited and was responsible for driving hotel pre-opening
procurement programmes, formulating strategic plans to develop new hotel
products, guiding purchasing decisions to support the group’s branding,
establishing products brand standards, establishing and implementing the
group’s contracts across the branded hotels, conducting the hotel annual
operation management review (audit) to ensure hotel purchasing team meet
with relevant purchasing policies, performance and code of ethics, monitoring
the vendor performance, analysing the purchasing data to enhance or improve
the purchasing performance, coordinating and supporting the shareholders
requirements and providing guidance to hotel purchasing team. Mr. Shing had
also worked for Rosewood Hotel Group and held procurement managerial
position.

Mr. Shing obtained a bachelor degree in business administrative management
from the University of South Australia in 2003. He is a member of The Institute
of Purchasing & Supply of Hong Kong (IPSHK).
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SENIOR MANAGEMENT BREEE
The following table sets out certain information about the senior management ~ T&HIIRAFHEGASERREREABZETE
personnel of the Group as at the date of this annual report: B

Name Age Position

% Fik B

Ms. Leung Mo Shan Jackie 53 Executive Assistant

REMTL 53 TTHEE

Mr. Tsang Kam Hung 54 Project Director (Design)

e 54 ARRE (&)

Mr. Cheong Ka Wang 41 Project Director (Project Management)

REALE a1 HARE(REER)

Mr. Chung Chun Leung 59 Project Director (Re-engineering)

BERREE 59 REAE(TRRHERER)

Ms. Leung Mo Shan Jackie (25, aged 53, has been an executive assistant
of the Group since January 2016, where she is responsible for the provision
of overall administrative support to the executive management team in
daily operations including arranging and coordinating meetings, facilitating
communications between executive team and all staff. Ms. Leung has over 25
years of experience in finance. Prior to joining the Group, Ms. Leung served
as the director of finance of NW Project Management Limited from May 2010
to October 2015. From June 2006 to May 2010, Ms. Leung was employed by
New World Hotel Management Limited, where her last position was director
of finance. From August 1997 to May 2006, Ms. Leung was employed by
Renaissance Harbour View Hotel, where her last position was the director
of finance. From November 1990 to August 1997, Ms. Leung was employed
by New World Hotels International Limited, where her last position was
assistant financial controller. Ms. Leung obtained a post-experience certificate
in accountancy from Hong Kong Polytechnic University in 1994 through
part-time learning. She has been a member and a fellow of the Association of
Chartered Certified Accountants since May 1998 and June 2003, respectively
and a certified public accountant of the Hong Kong Institute of Certified Public
Accountants since July 1998.

Ms. Leung is the spouse of Mr. Lee and sister of Mr. Leung.
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Mr. Tsang Kam Hung (Z#7%5) (“Mr. Tsang”), aged 54, is a project director
(design) and has joined the Group since May 2011. Mr. Tsang is responsible
for the supervision of a design and creative team in Hong Kong and monitoring
the quality assurance of the products produced by factories in the PRC. He
also serves at the frontline to liaise with clients for identifying their needs
and giving immediate solutions, consultations and alternatives in order to
provide the right answers that meet the client expectations. Prior to joining the
Group, Mr. Tsang began his career as a designer at AJIM Design Group Ltd.
from April 1988 to January 1991. Mr. Tsang has over 25 years of experience
in the interior design industry, including serving in the in-house design team
of the corporate real estate department of Standard Chartered Bank (HK)
Limited from February 1998 to May 2008. From November 2009 to February
2011, Mr. Tsang was the contract staff in branch management of channel
management of Bank of China (Hong Kong) Limited. Mr. Tsang obtained a
bachelor’s degree of fine arts in interior design from the Pratt Institute in the US
in February 1995.

Mr. Cheong Ka Wang (5% %) (“Mr. Cheong”), aged 41, is a project director
(project management) of the Group since January 2016 and served as a senior
project manager of the Group from July 2015 to January 2016. Mr. Cheong is
responsible to lead the project consultancy and construction team for overall
management in execution, control and completion of specific projects and
ensuring consistency with Company’s strategy, commitment and goals. Prior
to joining the Group, Mr. Cheong served as a director and project manager of
Paperspace Interiors Ltd. from 2011 to June 2015. From September 2006 to
September 2011, Mr. Cheong served as a project coordinator of CROSS MAX
Interiors Limited (now known as CROSSTEC Business Management Limited).
Before that, Mr. Cheong was a senior project coordinator and assistant
designer of Benson Construction & Engineering Co. Ltd. from October 2005
to September 2006. From July 2004 to October 2005, he served as a site
foreman of Bo Wing Construction Engineering Co. Ltd. Mr. Cheong graduated
from British Columbia Institute of Technology in Canada with a management
certificate of interior design in June 2003.

Mr. Chung Chun Leung ((#xE) (“Mr. Chung”), aged 59, has joined the
Group as a project director (Re-engineering) since June 2018. Mr. Chung
is mainly responsible for the deconstruction and improvement on technical
details, liaison with clients and their consultancy team on the design
requirements, and monitoring the technical difficulties which may arise during
the production process in the factory. From 1984 to 1985, Mr. Chung worked
for AIM Design Group Limited. Mr. Chung has over 30 years of working
experience in the interior design. In June 1990, Mr. Chung obtained the higher
certificate in design (interior) from Lee Wai Lee Technical Institute (now
known as Hong Kong Institute of Vocational Education (Lee Wai Lee)) where
he graduated with distinction.
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Management Discussion and Analysis

BUSINESS REVIEW

The Group is principally engaged in the provision of bespoke and total
interior design solutions to the retail stores of global luxury jewelry and
fashion brands, which covers a wide range of services including millwork and
furniture provision, facade development and fabrication, interior solutions,
design, maintenance and project consultancy. The Group has been conducting
its business since 1999 and has been developing its business to China, US,
Europe, Middle East and other Asian countries.

For the year ended 30 June 2020, the Group’s revenue, gross profit and net
loss for the year were approximately HK$53.8 million (2019: approximately
HK$95.3 million), approximately HK$17.1 million (2019: approximately
HK$31.3 million) and approximately HK$28.2 million (2019: approximately
HK$9.6 million) respectively, representing a decrease of approximately 43.5%,
45.4% and an increase of approximately 193.8% over the Year.

Besides local business in Hong Kong, the Group’s business span around the
world to Asia, US, Middle East, United Kingdom and other European countries
and business from these areas is about 42.6% of the Group’s revenue for Year
(2019: 67.1%). The outbreak of the COVID-19 pandemic led to a nearly total
suspension of business activities in these areas and the situation as at 30 June
2020 was still serious. Therefore, business activities and plans of the Group’s
clients were adversely affected and so is the Group’s business.

In view of the worsening situation, the Group did review the expenses
structure and did implement cost reduction exercise to reduce costs on the one
hand. On the other hand, the Group put more emphasizes and resources on
exploring new clients in the Hong Kong, Macau and the China market. There
were positive results and the Group would continue its efforts in these areas to
upkeep its competitiveness.

The increase in consolidated net loss of the Group was primarily due to i) the
decrease in the Group’s revenue and gross profit because of the slowdown
in implementing the business expansion of certain major clients of the Group
as a result of the combined effects of the social unrest in Hong Kong since
the second half of 2019 and the Outbreak of the COVID-19 since the first
quarter of 2020 and ii) the recognition of impairment loss on certain property,
plant and equipment and right-of-use assets of the Group of approximately
HK$8.5 million (the “Impairment Loss”) due to the deteriorated economic
environment and uncertain outlook of the Group’s business following the
outbreak of the COVID-19 pandemic.

The management would like to emphasize that the Impairment Loss is
primarily non-cash and non-recurring in nature and do not have any impact on
the Group’s business operations and cash flow.

The gross profit margin of 31.8% in 2020 is broadly similar to that of in 2019
which is approximately 32.8%.
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Management Discussion and Analysis

EERTWR DM

BUSINESS STRATEGIES AND OUTLOOK

Taking in to account of the social unrest in Hong Kong since the second
quarter of 2019 and the pandemic of the COVID-19 since early 2020,
the local and global total interior solutions market has been under an
exceptionally adverse business environment. To be conservative and play
safe, certain major clients of the Group decided to slowdown their business
expansion plans correspondingly which inevitably affected the Company’s
business during the Year.

Since the epidemic of COVID-19 worldwide is still very serious and another
new wave of COVID-19 infections has been broken out in Hong Kong since
July 2020, it is expected that the total interior solutions business is still very
challenging in the second half of 2020 with less luxury brands may expand
their business through renovations of existing outlets or opening new outlets.

In view of the above, the management will continue to monitor the
development of the COVID-19 pandemic and its impact on the operations and
results of the Group. The Company will also keep its Shareholders updated and
informed by way of announcement(s) as and when appropriate.

Due to the combined effects as mentioned above, sales of millwork, furniture
and facade fabrication (2020: approximately HK$24.7 million; 2019:
approximately HK$79.0 million) and revenue from the interior solutions
services (2020: approximately HK$25.4 million; 2019: approximately HK$13.3
million) has been declined during the Year. In response of this, the Company
will be actively seeking business opportunities to maintain its competitiveness
in the market and create values to the Shareholders.

During the Year, through the exclusive co-operation with an international
recognized armored glass supplier established in Germany, the Group
has been dedicated to promoting the use of supreme armored glass to the
international brands, hotels as well as government buildings and facilities for
our millwork and fit-outs business. For instance, we have provided armored
glasses to certain facilities of the Hong Kong government during the Year.
Considered the increase in awareness on the social security, the Company
believed that such co-operation will attract new clients upon the increase in
demand of the armored glass and thus improve the business performance in
the coming years.

Also, upon the expansion of the interior solutions services to the high-end
residential market in Hong Kong over the years, the Company has gained
rich experience and connections in the property development market. Up to
the date of this report, several large projects in relation to the provision of
millworks and interior solutions services to the show flats, club houses and
gardening works of certain recognized property developers in Hong Kong
have been awarded. Based on the high qualities of products and services
provided by the Group, the management is confident that a long-term business
relationship will be built up and more similar projects are coming in the near
future.
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Management Discussion and Analysis

Moreover, upon the close contacts with certain market leaders, the Group
is expanding its millwork and furniture business to the global premium
cruise market and the negotiation progresses with these market leaders are
satisfactory.

Also, geographically speaking, the Company is dedicated to putting more
resources and efforts on exploring the business opportunities in relation to
the interior solutions projects in the PRC market in cooperation with certain
business partners who are well-stablished in such market.

Besides the principal operation, the Company has put effort in expanding the
event management business. To rebrand their image or increase the popularity
over the market, we have been working closely with certain international
recognized food and beverage brands together to help them to implement
lifestyle marketing through various events. It is believed that such a move
may not only broaden the Company’s income source, but also enhance the
Company’s brand awareness.

Crisis creates opportunities, considered the global e-commence sales and
online shopping trend appear to be skyrocketing due to the pandemic of the
COVID-19, the Group is also actively seeking the opportunities to engage in
the online shopping business in co-operation with certain business partners
that have already been well established in the e-commence market. Based on
the rich experience from the business partners and the synergy effects upon
the cooperation, the management is confident to step into the e-commence
business successfully and will create strong values to the stakeholders of the
Group.

Last but not least, the Group has been making efforts to solicit potential
acquisition targets which may have synergy with the existing business of the
Group for its ongoing strategic growth and such idea will be continued in the
coming years.

FINANCIAL REVIEW

Revenue

The Group generated revenue principally from providing four major
categories of sales and services, mainly including: (i) sales of millwork,
furniture and facade fabrication (2020: approximately HK$24.7 million;
2019: approximately HK$79.0 million), (ii) interior solutions services (2020:
approximately HK$25.4 million; 2019: approximately HK$13.3 million), (iii)
design and project consultancy services (2020: approximately HK$2.9 million;
2019: approximately HK$1.7 million) and (iv) maintenance services (2020:
approximately HK$0.7 million; 2019: approximately HK$1.3 million).

Revenue of the Group decreased by approximately 43.5% from approximately
HK$95.3 million in 2019 to approximately HK$53.8 million in 2020. The
decrease in revenue was mainly due to the combined effects of the social
unrest in Hong Kong and pandemic of COVID-19 during the Year which
leaded to an exceptionally adverse business environment to the Hong Kong
and global markets.
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Management Discussion and Analysis

EER Wk DM

During the Year, the aggregate revenue derived from the five largest brands
was approximately HK$38.8 million (representing approximately 72.1%
of total revenue) as compared to that of approximately HK$84.4 million
(representing approximately 88.6% of total revenue) in 2019.

Direct cost

Direct cost of the Group primarily consisted of costs of material and
subcontracting charges. Direct cost decreased by approximately 42.7% from
approximately HK$64.1 million in 2019 to approximately HK$36.7 million
in 2020, representing approximately 67.3% and 68.2% to the revenue of the
Group in 2019 and 2020 respectively. The decrease in direct cost was in line
with the decrease in revenue during the Year.

Gross profit and gross profit margin

The Group’s gross profit decreased by approximately 45.4% from
approximately HK$31.3 million in 2019 to approximately HK$17.1 million in
2020 which is in line with the decrease in revenue during the Year. The gross
profit margin of 31.8% in 2020 is broadly similar to that of approximately
32.8% in 2019.

Other gain/(loss), net

During the Year, the Group recorded other loss of approximately HK$9.0
million (2019: approximately HK$0.6 million). The amount mainly represented
impairment loss on property, plant and equipment and right-of-use assets of
approximately HK$8.5 million (2019: Nil) due to the deteriorated economic
environment and uncertain outlook of the Group’s business following the
outbreak of the COVID-19 pandemic and impairment loss on financial assets
of HK$0.5 million (2019: bad debt written off of approximately HK$0.2
million).

Administrative expenses

Administrative expenses of approximately HK$36.7 million (2019:
approximately HK$41.0 million) mainly consisted of operating expenses such
as employee benefits, marketing expenses and legal and professional fees, etc.
The decrease in administrative expenses by approximately HK$4.3 million
was mainly due to the decrease in employee benefits (including Directors’
and chief executive’s remuneration) of approximately HK$2.7 million (2020:
approximately HK$21.9 million; 2019: approximately HK$24.6 million) as a
result of the staff policy restructuring and the Company has strengthened its
cost control and resources management during the Year.

Income tax credit/(expense)

Income tax expense mainly represented current tax (paid)/refund and/or
(payable)/recoverable for Hong Kong profits tax, overseas profits tax and
deferred tax credit/(expense), if any. Income tax credit of approximately
HK$162,000 (2019: income tax expense of approximately HK$28,000) was
recorded during the Year.
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Management Discussion and Analysis

No provision for Hong Kong profits tax has been made as the Group did not
generate any assessable profits arising in Hong Kong during the Year.

Taxes on assessable profits of overseas subsidiaries are calculated at the rates
applicable in the respective jurisdictions.

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

The Group derived cash inflow mainly from operating activities primarily
through provision of services including millwork and furniture provision,
facade development and fabrication, interior solutions services and design,
maintenance and project consultancy services. Cash outflow from operating
activities primarily comprises direct costs, administrative expenses and other
operating expenses. Our net cash used in operating activities reflects our profit
or loss before income tax, as adjusted for non-cash items, such as depreciation
of property, plant and equipment and the effects of changes in working capital
items.

As at 30 June 2020, the cash and bank balances amounted to approximately
HK$27.5 million (2019: approximately HK$40.0 million) which were mainly
denominated in Hong Kong dollar (“HK$”), US dollar (“USD”), Renminbi
(“RMB”) and Euro (“EUR”). The Group did not have any bank borrowings in
2020 and 2019.

As at 30 June 2020, the Group has a bank facility of HK$15.0 million (2019:
HK$20.0 million) with Hang Seng Bank that has not been utilized and is
available for drawdown.

On 2 April 2020, the Company entered into a placing agreement (the “Placing
Agreement”) with Kingsway Financial Services Group Limited (the “Placing
Agent”), as placing agent, pursuant to which the Placing Agent conditionally
agreed to procure on a best effort basis to not less than six placees, who
are professional, institutional and other investors who and whose ultimate
beneficial owners (if any) are third parties independent of the Company and
connected persons of the Company, to subscribe for up to 480,000,000 new
ordinary shares of the Company at par value of HK$0.01 each with nominal
value of HK$4.8 million at the placing price of HK$0.0233 per placing share
(the “Placing”). The placing price of HK$0.0233 per placing share represents a
discount of approximately 19.66% to the closing price of HK$0.029 per share
of the Company as quoted on the Stock Exchange on 2 April 2020, being the
date of the Placing Agreement.

The reason of carry out the Placing was to strengthen the Group's financial
position and widen the Shareholder base.
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Management Discussion and Analysis
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The Placing was completed on 17 April 2020. All placing shares had
been successfully placed by the Placing Agent and the Company issued
and allotted 480,000,000 placing shares to not less than six placees at
the placing price of HK$0.0233 per placing share. The net proceeds (after
deduction of placing fees and other expenses of the Placing) from the Placing
amounted to approximately HK$10.8 million (equivalent to a net placing
price of approximately HK$0.0225 per placing share). As of 30 June 2020,
approximately HK$5.5 million of net proceeds have been used as the general
working capital of the Group including rental of office premises, legal and
professional fees, and salary of the employees. The unutilised net proceeds of
approximately HK$5.3 million have been deposited with the licensed banks in
Hong Kong and intended to be utilised as the Group’s general working capital
in the coming year. The net proceeds were used and will be used according to
the intentions previously disclosed by the Company.

For the details of the Placing, please refer to the announcements of the
Company dated 2 April 2020 and 17 April 2020.

In view of the Group’s current level of cash and bank balances, funds
generated internally from operations and the unutilised banking facility
available, the Board believes the Group is in a healthy financial position and
have sufficient resources to support its operations and meet its foreseeable
capital expenditures.

Borrowings and gearing ratio

No bank borrowing was recorded as of 30 June 2020 and 30 June 2019. As at
30 June 2020 and 30 June 2019, the gearing ratio of the Group as determined
by interest-bearing borrowings divided by total capital were nil.

Charge on assets

As at 30 June 2020, banking facility and performance bond were secured by
pledged and restricted bank deposits of approximately HK$7.9 million (2019:
nil).

Contingent liabilities
As at 30 June 2020 and 30 June 2019, the Group had no significant contingent

liabilities.
SIGNIFICANT INVESTMENT HELD AND FUTURE

PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

The Group did not have any significant investment held as at 30 June 2020.
Save as disclosed above and disclosed in the prospectus of the Company
dated 30 August 2016 (the “Prospectus”), the Group did not have any plans for
material investments and capital assets.

MATERIAL ACQUISITIONS AND DISPOSALS

During the Year, there was no material acquisition or disposal of subsidiaries,
associated companies or joint ventures by the Group.

SHARE OPTION SCHEME

The Company adopted a share option scheme on 22 August 2016 (the “Share
Option Scheme”). The Company has not granted any share options up to 30
June 2020.

020 e o o 0 O —FT-FFEHRSE Annual Report 2020

EEEEER-_Z-_ZFNA+LHZN - EEREEK
NEEMBEERR - MALREREREER70.0233
BT EER AN BEE AT KA %480,000,000
BEERR REEBMEFEFE(NKREEERL
RESEZEMESE) A10.88 88T (RERERE
ERMNFEEER0.0225%87T) RZT-TFEA/A=
B FEFEFETNSSEERTERERAERN—RK
BELEE BENAENENTS ZEREEERURK
EEHS RBBOMEHEFENSIAEATCER
BRRMRRT  URRRERELEEAN—REELS -
AR EE LY B ERARREARBENERER

EWE%%IEE@?F‘ F2HARARRA-F_TFN
“HRCE-TENATLENRE -

ENTEERANRE RFTESKT  ARZEELHN
ASRARERMHADANRTME  ESEME - A
SERBANERABERCERNEN AR EENER
ARAER 2 EARR °

EEREXGRLE

BE_ TR AZTARCE-NEAAZTRLE
BERITEE -R-T-TFEAA=ZTAR-_T-NAER
A=1R ARENEAABELE (R SEERULE
RAE)RE -

BERHA

R-Z-2EXA=1A RARARBORERAD
g%ﬁ%ﬁmaﬁ#&ﬁ@%ﬁﬁﬁﬁﬁﬁﬁtg n
&I\\\EE
R-E-BEAASHAR-E-NFAASTE 4%
L Eveta -l

BRZEAREREAREDEREE K
Ra &

RZZEZTFAA=1H" $’§Ijﬂﬁhﬁf EEDN
E-BRENHBERARRABAE-_S—RNENA=ZTH
E’\]?EHQ%E(WEHQ%EDFﬂﬁﬁ%?\\ AEETETNE
AREREARBEZFE -

BAUBREHE
AEERAFEUBENHEAR  BELR
ZERMESRHE -
BT 2
ARNARIRZE—

1t all) -
(E R E -

SEIT

AELE

NENAZTZ ARMERETE ([BR
HE-Z-TFAA=Z1H ARRATERY



Management Discussion and Analysis

HUMAN RESOURCES AND EMPLOYEES’
REMUNERATION

As at 30 June 2020, the Group had 37 employees (2019: 41 employees). Total
employee benefits (including Directors’ and chief executive’s remuneration)
were approximately HK$21.9 million (2019: approximately HK$24.6
million). The Group remunerates its employees based on their qualifications,
performance, experience and prevailing industry practice. Competitive
remuneration package is offered to retain elite employees, including salaries,
medical insurance, discretionary bonuses as well as mandatory provident fund
schemes for employees in Hong Kong. Apart from basic remuneration, share
options may be granted under the Share Option Scheme to eligible employees
on the basis of their individual performance to attract and retain talents to
contribute the Group. In order to achieve a standard and quality production
of works and to develop individual’s potential, the Group’s employees are
encouraged to attend monthly sharing sessions, lectures and training courses
which related to the nature of their duties. In addition to internal trainings, the
Group also encourage employees to enrol in courses organised by external
organisations and institutes.

CAPITAL COMMITMENTS

As at 30 June 2020, the Group had no material capital commitment (2019:
HK$7.7 million).

FOREIGN EXCHANGE RISK

The Group adheres to prudent financial management principle to control and
minimise financial and operational risks. The Group is exposed to foreign
currency risk primarily through sales and purchases that are denominated in
USD, RMB, EUR and Great Britain Pound. The management is aware of the
possible exchange rate exposure due to the continuing fluctuation of RMB and
EUR and will closely monitor its impact on the performance of the Group to
see if any hedging policy is necessary. Presently, there is no hedging policy
with respect to the foreign exchange exposure.

EVENTS AFTER THE REPORTING PERIOD

In August 2020, the Group entered into a tenancy agreement with a tenant,
an independent third party, for the lease of the Group’s leasehold land and
building in Hong Kong with carrying amount of HK$8,100,000 as at 30 June
2020.

On 23 September 2020, the Company proposed to implement a share
consolidation pursuant to which every four (4) issued and unissued ordinary
shares of HK$0.01 each in the share capital of the Company will be
consolidated into one (1) consolidated share of par value HK$0.04 each in
the share capital of the Company (the “Share Consolidation”). The Share
Consolidation is conditional upon, among other things, the approval of
the Shareholders at the extraordinary general meeting of the Company and
therefore, is not yet effective as of the date of this report.
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Management Discussion and Analysis

R ERESE

A circular containing, among other matters, further details of the Share
Consolidation is expected to be dispatched to the Shareholders on or before 16
October 2020.

For the details of the Share Consolidation, please refer to the announcement of
the Company dated 23 September 2020.

USE OF NET PROCEEDS FROM THE SHARE
OFFER

The shares of the Company (the "Shares”) were listed on the Main Board of the
Stock Exchange on 12 September 2016 with a total of 600,000,000 Shares at
HK$0.15 each by way of public offer and placing (the “Share Offer”), raising
net proceeds of approximately HK$64.6 million (after deducting underwriting
commissions and all related expenses) (the “Net Proceeds”).

According to the Prospectus, approximately 30% of the Net Proceeds (i.e.
HK$19.3 million out of the total Net Proceeds) was originally planned to
be used for pursuing suitable acquisition and partnership opportunities. As
disclosed in the announcement of the Company dated 26 February 2019,
having considered the difficulties on identifying the potential acquisition and
partnership, the Board has resolved to re-allocate part of the unutilized Net
Proceeds originally planned for such purpose amounting to approximately
HK$6.1 million, representing approximately 9.4% of the Net Proceeds,
to expanding the interior solutions services to mid to high end residential
market and approximately HK$3.4 million, representing approximately 5.2%
of the Net Proceeds, as general working capital and other general corporate
purposes.

The Company has announced on 18 May 2018 that the Board has resolved to
re-allocate the Net Proceeds of approximately HK$10.6 million, which was
originally planned to be used for financing the establishment of research and
development (“R&D”) center in Hong Kong, for financing the establishment of
overseas R&D centers. However, due to failure to agree and/or conclude on
commercial terms in respect of the acquisition or lease of oversea properties
for the establishment of the overseas R&D center, the Board has resolved on
18 April 2019 to re-allocate the aforesaid unutilized Net Proceeds amounting
to approximately HK$10.6 million to build a new R&D center in Hong Kong
which will serve as a centralized hub for product and material application
testing, developing new technologies and design prototypes, as well as
building special lighting and security systems, including the payment of
consideration of HK$8.5 million for the acquisition of a property located at
workshop 1 on 13th Floor of Technology Plaza, No. 651 King’s Road, Hong
Kong. For details, please refer to announcement of the Company dated 18
April 2019.

The Company has, and will continue to utilize the net proceed from the
Share Offer for the purpose consistent with the section headed “Future Plans
and Use of Proceeds” as set out in the Prospectus and the announcements
of the Company dated 26 February 2019 and 18 April 2019. Nevertheless,
the Directors will constantly evaluate the Group business objectives and may
change or modify the plan against changing market conditions to ascertain the
business growth of the Group.
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The below table sets out the planned applications of the Net Proceeds and Tk FIFTEFEFENRTEBRULRAFE 2 ERA

actual usage during the Year: #®
Actual  Unutilized Expected
utilization Net Proceeds timeline
up to as at for the
Planned Revised 30 June 30 June unutilized
allocation allocation 2020 2020 Net Proceeds
BEE R-T-TF  APAME
—T-TF RA=THH FIEFEN
ANA=THH ARG THHER
FENR  REANER BERBREBER RIEFE ES
HK$ in HK$ in HK$ in HK$ in
million million million million
Intended application TS SR H R
of the Net Proceeds BERR BEAT BEET BEAT BEET
|
Pursuing suitable acquisition and & #AUEE & 19.3 9.8 0.1 9.7  Subject to
partnership opportunities afE#ke any potential
target
identified
BURRARA
EYMEEM
BERR
Incorporation of overseas A EIN 14.9 14.9 11.1 3.8 Note 1
subsidiaries B AR Kigtn
Establishment of R&D centers in  ZE& 8 & LA EE A L) 11.0 11.0 10.1 0.9 Note 2
Hong Kong Hiat2
Recruiting high caliber talents BEEAEAT 7.1 7.1 7.1 - N/A
TER
Utilised as additional working REEINEEEE R 6.5 9.9 9.9 - N/A
capital and other general Hip—ROEERR TER
corporate purposes
Brand promotion (mhEHE B 5.8 5.8 5.8 — N/A
TNER
Expansion of the interior solutions {EE ERRR TR = 6.1 3.9 2.2 Note 3
services to mid to high end REZREF 2% Hrit3
residential market FEMS
Total ABst 64.6 64.6 48.0 16.6
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Notes:

1. The Company had planned to use the unutilized Net Proceeds as at 30 June 2020
of approximately HK$3.8 million for the settlement of operating expenses incurred
of the overseas subsidiaries. Considered the business plan and human resource
structure of the overseas subsidiaries, it is expected that the unutilized Net Proceeds
of approximately HK$3.8 million allocated for the incorporation of overseas subsidiaries
will be utilized by 31 December 2021.

2. The Company had planned to use the unutilized Net Proceeds as at 30 June 2020 of
approximately HK$0.9 million for financing the R&D works of new designs and new
products in relation to the major projects with potential customers gradually and it
is subject to negotiation progress. After assessing the uncertainty in the business
environment and the market conditions in view of the prolonged impact of the
COVID-19 pandemic, the Group proposed to postpone the plan of establishing a new
R&D center in Hong Kong until the economic environment in Hong Kong becomes
better. In order for better utilization of assets of the Group, the Board resolved to lease
out the premises acquired to be used as its new R&D center in Hong Kong by entering
into a tenancy agreement with an independent third party in August 2020 to earn short-
term rental income. The establishment of the new R&D center in Hong Kong will be
postponed to a later stage and the Group currently conducts its R&D activities in its
headquarter.

3. The Company has been expanding the interior solutions services to mid to high end
residential market and had planned to use the unutilized Net Proceeds as at 30 June
2020 of approximately HK$2.2 million for strengthening the sales and market efforts
as well as financing the general operating costs of the expansion plan. As such, it is
expected that the unutilized Net Proceeds of approximately HK$2.2 million allocated for
the expansion of the interior solutions services to mid to high end residential market
will be utilized by 30 June 2021.

The unutilized Net Proceeds have been placed as interest deposits with
licensed banks in Hong Kong. In the event that the Directors decide to use
such net proceeds in a manner different from that stated in the Prospectus,
the Company will issue further announcement in compliance with the Listing
Rules.
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Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES

The Group is committed to maintaining high standards of corporate governance
to safeguard the interests of the Shareholders and to enhance corporate value and
accountability. The Company has adopted the code provisions as set out in the
Corporate Governance Code (the “CG Code”) as contained in Appendix 14 to the
Listing Rules as its own code of corporate governance. Key corporate governance
principles and practices of the Company are outlined later in this annual report.

Save as the deviation from code provision A.2.1 of the CG Code in relation to the
chairman and the chief executive officer being the same individual as described
below, the Board considers that the Company has fully complied, to the extent
applicable and permissible, with all code provisions as set out in the CG Code
during the Year.

THE BOARD

The Board is responsible for the overall leadership of the Group, oversees the
Group's strategic decisions and monitors business and performance. The Board
has delegated the authority and responsibility for day-to-day management and
operation of the Group to the senior management of the Group. To oversee
particular aspects of the Company’s affairs, the Board has established four
Board committees, namely the Audit Committee, the Remuneration Committee,
the Nomination Committee and the Risk Management Committee, (together,
the “Board Committees”). The Board has delegated to the Board Committees
responsibilities as set out in their respective terms of reference.

S@EELRARAS CROSSTEC Group Holdings Limited © © o o o 025

TRERRSE

TRERER

FEERNERTRTHEEES  URERREZAR
RACEBERREN - RAREHRMA LT RIS+
FrEmRRE AT (TEXRERTAL) Pl s RIGE
RAGZERERTA - ARANEREXERRARE
BN ERA T XL -

HINT XAl - TR RITHBHAR A BitBERwE
LEERTUBA2IETAGN  EZERA - ARF
REEEEAERRFA CBENT2ETEEERTA
FAELZ AR T AR -

EEg

EERAEASEANBRAY YERARENRBILR
EAREREBRER -EZECAAEENRREER
BREAKBAREEREENRNIREL - RERLRA
ERNBTRE EFTENUNEESZSRES  HEN
ZE® FMZEE RAZBENEREEZAEE (R
WEZEZEE)) - EZQCAEFERBERIEER
BRESEMH AL



Corporate Governance Report

/\\'kk
il

AME

BOARD COMPOSITION

At as 30 June 2020 and the date of this annual report, the Board comprises
six_ members, consisting of three executive Directors and three independent
non-executive Directors. The Directors during the Year and up to the date of this
annual report as set out below:

Executive Directors

Mr. Lee Wai Sang (Chairman and Chief Executive Officer)
Mr. Lau King Lok

Mr. Leung Pak Yin

Independent Non-executive Directors
Mr. So Chi Hang

Mr. Heng Ching Kuen Franklin

Mr. Shing Wai Yip

The profile of the Directors are set out on pages 8 to 12 of this annual report.
Save as disclosed in the profile of the Directors that Mr. Lee Wai Sang, the
Chairman, executive Director, the Chief Executive Officer and the controlling
shareholder (as defined under the Listing Rules) of the Company, is the
brother-in-law of Mr. Leung Pak Yin, the Board members do not have any family,
financial, business or other material/relevant relationship among themselves.

During the Year, the Company has been in compliance with the requirements
of Rules 3.10(1) and 3.10(2) of the Listing Rules relating to the appointment of
at least three independent non-executive directors with at least one independent
non-executive director possessing appropriate professional qualifications or
accounting or related financial management expertise.

During the Year, the Company has also complied with the requirement of
Rule 3.10A of the Listing Rules relating to the appointment of independent
non-executive directors representing at least one-third of the board.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code provision A.2.1 of the CG Code requires the roles of the chairman and
the chief executive officer should be separated and should not be performed by
the same individual. The chairman is responsible for the overall leadership and
strategic planning of the Group. The chief executive officer is responsible for the
day-to-day management of the Group’s business and operations.
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Mr. Lee assumes the roles of both the Chairman and the Chief Executive Officer.
In view of Mr. Lee’s extensive experience in the industry, personal profile and
critical role in the Group and its historical development, the Board considers that
it is beneficial to the business prospects of the Group that Mr. Lee continues to
act as both the Chairman and the Chief Executive Officer. The Board believes
that vesting both the roles of Chairman and Chief Executive Officer in the same
person has the benefit of providing a strong and consistent leadership to the
Group and allows for more effective planning and management of the Group. In
addition, the Board is of the view that the balanced composition of executive and
independent non-executive Directors on the Board and the Board Committees
(primarily comprising independent non-executive Directors) in overseeing
different aspects of the Company’s affairs would provide adequate safeguards to
ensure a balance of power and authority. The Board will continue to review and
consider splitting the roles of the Chairman and the Chief Executive Officer at a
time when it is appropriate and suitable by taking into account the circumstances
of the Group as a whole.

BOARD MEETINGS

The Board intends to hold Board meetings regularly at least four times a year at
approximately quarterly intervals. Notices of not less than fourteen days will be
given for all regular Board meetings to provide all Directors with an opportunity
to attend and propose matters to be discussed in the meeting agenda.

For other Board and Board Committee meetings, reasonable notice will generally
be given. The agenda and accompanying documents are dispatched to the
Directors or Board Committee members at least five days before the meetings, the
agreed period determined by the Board, to ensure that they have sufficient time to
review the documents and be adequately prepared for the meetings.

When Directors or Board Committee members are unable to attend a meeting,
they will be advised of the matters to be discussed and given an opportunity to
make their views known to the Chairman prior to the meeting. Minutes of the
Board meetings and Board Committee meetings are/will be recorded in sufficient
detail to include the matters considered by the Board and the Board Committee
and the decisions reached, including any concerns raised by the Directors. Draft
minutes of each Board meetings and Board Committee meetings are/will be sent
to the Directors for comments within a reasonable time after the date on which
the meeting is held.

During the Year, the Board held six meetings and passed resolutions by way
of written resolutions. The attendance of the Board members at the above
meetings is set out in the below section headed “Attendance at Board and Board
Committee Meetings and General Meeting”.
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GENERAL MEETING

During the Year, one general meeting, being the 2019 annual general meeting
held on 21 November 2019 (the “2019 AGM”), was held. The attendance of
the Board members at the 2019 AGM s set out in the below section headed
“Attendance at Board and Board Committee Meetings and General Meeting”.

ATTENDANCE AT BOARD AND BOARD
COMMITTEE MEETINGS AND GENERAL
MEETING

Attendance of each Director at all the Board meetings, Board Committee
meetings and general meetings held during the Year is set out as follows:

Board  Committee

meetings meetings

Ezg B

Name of Director BEA 2% ZEegd

EVN-|

RAFEERT-—RBKRAE H-_T-NFt+-A
“H-RBTZZE-NERREFAE ([Z2-NER
RBFAE)) - REFEHEN_E-NFRRBFRE
MERBERERTXESZERESEZECERNNMR
RRENEREBER] -

EZERESEZREERURRRAEH
HERR

REENAFEMBTNEHEZEES E20%89
ERARBRAGHHEEREIMT -

Risk

Audit Remuneration ~ Nomination ~Management
Committee ~ Committee  Committee General
meetings meeting meetings Meeting

W i RlRER
2882 Z8€88 ZBeeE  BRAE

Executive Directors HTES

Mr. Lee Wai Sang PRELE 66 NATER 2 11 NATER n
Mr. Lau King Lok e S o6 NATER NATER  NATER 22 1
Mr. Leung Pak Yin 2aR%kE 66 NANER  NATER  NATER  NATER n
Independent non-executive Directors B FHTES

Mr. So Chi Hang BEELE 6/6 313 22 17 22 1
Mr. Heng Ching Kuen Franklin FIFERE 6/6 303 22 171 22 11
Mr. Shing Wai Yip REZEE 6/6 33 NATER  NARER  NATER 1/1

AUDIT COMMITTEE ERZES

The Company established the Audit Committee on 22 August 2016 with written
terms of reference in compliance with the CG Code. The Audit Committee has
three members, all are independent non-executive Directors, namely Mr. So Chi
Hang, Mr. Heng Ching Kuen Franklin and Mr. Shing Wai Yip. Mr. So Chi Hang
has been appointed as the chairman of the Audit Committee. Mr. So Chi Hang
possesses the appropriate professional qualifications required under the Listing
Rules.

The primary responsibilities of the Audit Committee are to review the interim
and annual results of the Company and to supervise the financial reporting
process, risk management and internal control systems of the Group and make
recommendations to the Board of the appointment and removal of the external
auditors as well as corporate governance related matters. The Audit Committee
has access to independent professional advice, if required, and is provided with
sufficient resources to perform its duties.
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The Audit Committee held three meetings during the Year, with all members
present in person or through telephone communication. In addition to the Audit
Committee meetings, the Audit Committee also dealt with matters by way of
circulation during the Year.

A summary of the work performed by the Audit Committee during the Year is
listed below:

. Review the terms of engagement of the Company’s auditor;
. Assessed the independence of the Company’s auditor;
. Discussed with external auditor the audit plan for the year ended 30 June

2020, and reviewed and approved the proposed audit fee for the audit of
consolidated financial statements for the year ended 30 June 2020;

. Reviewed the Group’s annual financial results for the year ended 30 June
2019 and interim financial results for the six months ended 31 December
2019;

. Reviewed the documents and other matters or issues raised by the

Company’s auditor, the significant issues on financial reporting and
internal control, the continuing connected transactions carried out during
the year ended 30 June 2019 and re-appointment of the Company’s
auditor; and

. Reviewed the Company’s compliance with the CG Code during the
year ended 30 June 2019 and the training and continuous professional
development of the Directors and senior management of the Company.

The attendance of the Audit Committee members at the above meetings is set
out in the above section headed “Attendance at Board and Board Committee
Meetings and General Meeting”.

REMUNERATION COMMITTEE

The Company established the Remuneration Committee on 22 August 2016 with
written terms of reference in compliance with the CG Code. The Remuneration
Committee has three members, two of them are independent non-executive
Directors, namely Mr. So Chi Hang and Mr. Heng Ching Kuen Franklin, and
one of them is an executive Director, namely, Mr. Lee Wai Sang. Mr. So Chi
Hang has been appointed as the chairman of the Remuneration Committee.
The Remuneration Committee has access to independent professional advice, if
required, and is provided with sufficient resources to perform its duties.

The primary duties of the Remuneration Committee are to determine the
policies in relation to human resources management, to review the Company’s
remuneration policies and to determine remuneration packages for Directors and
senior management members of the Company.
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EERERRE

The remuneration of the Directors was determined with reference to their
respective experience and responsibilities with the Group and the general market
conditions. The Remuneration Committee has adopted the approach under code
provision B.1.2(c)(ii) of the CG Code to make recommendations to the Board on
remuneration packages of the Directors and the members of senior management.

The Remuneration Committee held two meetings during the Year, with all
members present in person or through telephone communication, during which
the following works were performed:

. Discussed and reviewed of the existing policy and structure of the
remuneration for the Directors and senior management of the Company;
and

. Reviewed and recommended to the Board the proposal for salary
adjustments for executive Directors and senior management of the
Company.

The attendance of the Remuneration Committee members at the above meetings
is set out in the above section headed “Attendance at Board and Board
Committee Meetings and General Meeting”.

NOMINATION COMMITTEE

The Company established the Nomination Committee on 22 August 2016 with
written terms of reference in compliance with the CG Code. The Nomination
Committee consists of three members, one of them is an executive Director,
namely Mr. Lee Wai Sang, and two of them are independent non-executive
Directors, namely Mr. So Chi Hang and Mr. Heng Ching Kuen Franklin. Mr. Lee
Wai Sang has been appointed as the chairman of the Nomination Committee.
The Nomination Committee has access to independent professional advice, if
required, and is provided with sufficient resources to perform its duties.

The primary duties of the Nomination Committee are to review the structure, size
and diversity (including the skills, knowledge and experience) of the Board on a
regular basis and make recommendations to the Board regarding candidates to
fill vacancies on the Board. In assessing the Board composition, the Nomination
Committee would take into account various aspects set out in the board diversity
policy of the Company adopted by the Board on 22 August 2016 (“Board
Diversity Policy”).

To ensure changes to the Board composition can be managed without undue
disruption, there should be a formal, considered and transparent procedure for
selection, appointment and re-appointment of directors, as well as plans in place
for orderly succession (if considered necessary), including periodical review of
such plans. The appointment of a new director (to be an additional director or
fill a casual vacancy as and when it arises) or any re-appointment of directors is
a matter for decision by the Board upon the recommendation of the proposed
candidate by the Nomination Committee.
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The criteria to be applied in considering whether a candidate is qualified shall
be his or her ability to devote sufficient time and attention to the affairs of the
Company and contribute to the diversity of the Board as well as the effective
carrying out by the Board of the responsibilities which, in particular, are set out as
follows:

(@)

participating in Board meetings to bring an independent judgment on
issues of strategy, policy, performance, accountability, resources, key
appointments and standards of conducts;

taking the lead where potential conflicts of interests arise;

serving on the Audit Committee, the Remuneration Committee and
the Nomination Committee (in the case of candidate for non-executive
Director) and other relevant Board Committees, if invited;

bringing a range of business and financial experience to the Board, giving
the Board and any committee on which he or she serves the benefit of
his or her skills, expertise, and varied backgrounds and qualifications
and diversity through attendance and participation in the Board/Board
Committee meetings;

scrutinising the Company’s performance in achieving agreed corporate
goals and objectives, and monitoring the reporting of performance;

ensuring the committees on which he or she serves to perform their powers
and functions conferred on them by the Board; and

conforming to any requirement, direction and regulation that may from
time to time be prescribed by the Board or contained in the constitutional
documents of the Company or imposed by legislation or the Listing Rules,
where appropriate.

The Nomination Committee held one meeting during the Year, with all members
present in person or through telephone communication, during which the
following works were performed:

Reviewed the composition, size and structure of the Board;

Assessed the independence of each independent non-executive Director;
and

Made recommendation to the Board on the re-election of the retiring
Directors at the 2019 AGM.

The executive Directors were appointed based on their qualification and
experience in relation to the Group’s business. The independent non-executive
Directors were appointed based on their professional qualifications and
experience in their respective areas.

S@EELRARAS CROSSTEC Group Holdings Limited © © o o o 031

/\\ '/\-iv\A

sl 3F|371|:|

ZRIFEARENAERBENKEL L RARENE
NRERANER YAPREZEXELTILURANR
BOEFERR  LERNTAE:

@ SMESLLZTRLARE BEK- &N BE
#BR - TEAGATATHEHEEL B
g8

b HRAECAERREEESER

© RFATEFEEAN  HXBE - EEERZE
2 FHZEeNREZEGURENEHESS
éﬂa&ﬁ

d) BAETHLEN2EEZGRELANENZES
SRWNEREE EXAF TRESRREELS
TLhAEFE EFEZERR-RIINBEEN
MEER

B

Tkﬁﬁﬁmmiﬁﬁﬁ&hTiﬁ ¥

uﬁféxm,\lﬁi

Eﬂ

[=]

(f) %ﬁﬁ%ﬁméﬁﬁﬁh§$@ﬁ?@ﬁmﬁﬂﬂ
B

(9 AETEZETHIAIENARFNAMEEX
- JOEBIRE - RELHRA (NER) 2 EF
B BRRRH

Vi

REAZBENAFERT—REH 2BRAEHRFIN
BESAME - HULHRE - #TTHITE:

o EHEFEMAN RERRE:
o HRBBUFRTEENBEUMN: R

¢« HEE-T hih%ﬁiﬁAtZEE§$ﬁ§
e A{dufe

HTEZCREENERREAREEGABNERER
o BUNTESZRDRESNEXEARRRERE S
BHNERERE -



Corporate Governance Report

EERERRE

The attendance of the Nomination Committee members at the above meeting is
set out in the above section headed “Attendance at Board and Board Committee
Meetings and General Meeting”.

RISK MANAGEMENT COMMITTEE

The Company established the Risk Management Committee on 22 August 2016
with written terms of reference in compliance with the CG Code. The Risk
Management Committee consists of three members, two of them are independent
non-executive Directors, namely Mr. Heng Ching Kuen Franklin and Mr. So
Chi Hang, and one of them is an executive Director, namely Mr. Lau King
Lok. Mr. Heng Ching Kuen Franklin has been appointed as the chairman of the
Risk Management Committee. The Risk Management Committee has access
to independent professional advice, if required, and is provided with sufficient
resources to perform its duties.

The primary duties of the Risk Management Committee are to review the
Company’s risk management policies and standards and to monitor the
Company'’s exposure to sanctions law risks.

The Risk Management Committee held two meetings during the Year, with all
members present in person or through telephone communication. The meetings
were held to review the compliance by the Group with its undertaking to the
Stock Exchange, further details of which are set out below:

. Reviewed, evaluated and confirmed the effectiveness of the internal
control policies and procedures with respect to sanctions law matters;

. Reviewed and identified the Company’s risk exposure;

. Reviewed draft reports of internal control and risk management systems;
and

. Reviewed the disclosure in the corporate governance report for the year

ended 30 June 2019 relating to the compliance with risk management and
internal control code provision of the CG Code.

The Company has undertaken to the Stock Exchange that it will comply with
certain undertakings (the “Undertaking”) that it will not use the proceeds from
the Share Offer as well as any other funds raised through the Stock Exchange,
to finance or facilitate, directly or indirectly, activities or business with, or for
the benefit of, any countries (“Sanctioned Countries”) which are the targets of
economic sanctions as administered by the U.S., the European Union (“EU”),
the United Nations and Australia or certain persons and entities listed on the
Specially Designated Nationals and Blocked Person List of the United States
Department of Treasury’s Office of Foreign Assets Control (“OFAC”) or other
restricted parties lists maintained by the EU, the United Nations or Australia,
including, without limitation, any government, individual or entity that is the
subject of any OFAC-administered sanctions (“Sanctioned Persons”) (collectively,
“International Sanctions”).
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As disclosed in the Prospectus, the Board had developed its system on evaluating
the sanctions risks prior to determining whether the Company should embark
on any business opportunities in the Sanctioned Countries and with Sanctioned
Persons. Under the system, advices from reputable external international
legal counsels with necessary expertise and experience in matters relating to
sanction-related laws and regulations issued by the U.S., the EU, Australia or the
United Nations would be seek if the Company encounter any possible sanctions
risk. During the Year, the Risk Management Committee had conducted a review
of the system’s effectiveness in preventing any prohibited or otherwise restricted
sales to Sanctioned Countries and Sanctioned Persons.

The attendance of the Risk Management Committee members at the above
meetings are set out in the above section headed “Attendance at Board and Board
Committee Meetings and General Meeting”.

BOARD DIVERSITY POLICY

The Board adopted the Board Diversity Policy on 22 August 2016. The
Company recognizes and embraces the benefits of having a diverse Board to
enhance the quality of its performance. A truly diverse Board will include and
make good use of differences in the skills, regional and industry experience,
background, race, gender and other qualities of Directors. These differences
will be taken into account in determining the optimum composition of the
Board. All Board appointments will be based on merit while taking into account
diversity (including but not limited to skills, professional experience, educational
background, knowledge, expertise, culture, independence, age and gender).

DIVIDEND POLICY

The Company seeks to maintain a balance between meeting Shareholders’
expectations and prudent capital management with a sustainable dividend policy.
The Company’s dividend policy aims to allow Shareholders to participate in
the Company’s profit and for the Company to retain adequate reserves for the
Group's future growth. In proposing any dividend payout, the Company would
consider various factors including but not limited to the Group’s overall results
of operation, financial condition, expected working capital requirements, capital
expenditure requirements, liquidity position, future expansions plans, the amount
of retained profits and distributable reserves of the Company, general economic
conditions, business cycle of the Group’s business, other internal or external
factors that may have an impact on the business or financial performance and
position of the Group and any other factors that the Board deems relevant.

Any declaration and payment of the dividends by the Company will be subject
to any restrictions under the Companies Law of the Cayman Islands, the
Company’s memorandum and articles of association, the Listing Rules and
any other applicable laws and regulations. The Company does not have any
pre-determined dividend distribution ratio. The Company’s dividend distribution
record in the past may not be used as a reference or basis to determine the level
of dividends that may be declared or paid by the Company in the future. The
dividend policy shall in no way constitute a legally binding commitment by the
Group in respect of its future dividend and/or in no way obligate the Group to
declare a dividend at any time or from time to time.
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TERM OF APPOINTMENT OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

Mr. So Chi Hang and Mr. Heng Ching Kuen Franklin, independent non-executive
Directors, have been appointed for a term of one year, subject to renewal upon
expiry of the existing term.

Mr. Shing Wai Yip, an independent non-executive Director, has been appointed
for a term of three years, subject to renewal upon expiry of the existing term.

DIRECTORS’ SERVICE AGREEMENTS

Each of the executive Directors has renewed his service contract with the
Company for a term of one year commencing from 9 September 2019. Upon
expiry of the term, each of them has further renewed his service contract with
the Company for a term of one year commencing from 9 September 2020, which
may be terminated by not less than three months’ notice served by either party
on the other, and is subject to termination provisions therein and provisions on
retirement by rotation of Directors as set out in the articles of association of the
Company (the “Articles of Association”).

Each of Mr. So Chi Hang and Mr. Heng Ching Kuen Franklin, the independent
non-executive Directors, has renewed his letter of appointment with the
Company for a term of one year commencing from 9 September 2019. Upon
expiry of the term, each of them has further renewed his letter of appointment
with the Company for a term of one year commencing from 9 September 2020,
which may be terminated by not less than three months’ notice served by either
party on the other, and is subject to termination provisions therein and provisions
on retirement by rotation of Directors as set out in the Articles of Association.

Mr. Shing Wai Yip, the independent non-executive Director, has entered into a
letter of appointment with the Company for a term of three years commencing
from 25 January 2019, which may be terminated by not less than three months’
notice served by either party on the other, and is subject to termination provisions
therein and provisions on retirement by rotation of Directors as set out in the
Articles of Association.

None of the Directors who is proposed for re-election at the forthcoming annual
general meeting has any service agreement which is not determinable by the
Group within one year without payment of compensation (other than statutory
compensation).

The rules and procedures governing the appointment, retirement, re-election
and removal of Directors are set out in the Articles of Association. The
Nomination Committee is responsible for reviewing the Board structure, size and
composition and making recommendations to the Board on the appointment and
re-appointment of Directors and succession planning for Directors.
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NOMINATION, APPOINTMENT, RETIREMENT
AND RE-ELECTION OF DIRECTORS

In accordance with the Articles of Association, at least one-third of the Directors
for the time being (or, if their number is not a multiple of three, then the number
nearest to but not less than one-third) shall retire from office by rotation and shall
be eligible for re-election and re-appointment at each annual general meeting
provided that each Director shall be subject to retirement by rotation at least
once every three years. Any new Director so appointed to fill a causal vacancy
shall hold office only until the first general meeting of the Company after his
appointment and be subject to re-election at such meeting. Any new Director so
appointed as an addition to the existing Board shall hold office only until the first
annual general meeting of the Company after his appointment and be eligible for
re-election at such meeting.

DIRECTORS” AND SENIOR MANAGEMENT'’S
SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 to the
Listing Rules as its code of conduct regarding dealings in the securities of the
Company by the Directors and the Group’s senior management who, because of
his/her office or employment, is likely to possess inside information in relation to
the Group or the Company’s securities.

Upon specific enquiry, all the Directors confirmed that they have complied with
the Model Code during the Year. In addition, the Board is not aware of any
non-compliance of the Model Code by the senior management of the Group
during the Year.

DIRECTORS” CONTINUING PROFESSIONAL
DEVELOPMENT

Directors must keep abreast of their collective responsibilities. All Directors
are aware of their responsibilities to the Shareholders and have exercised their
duties with care, skill and diligence, in pursuit of the development of the Group.
The Company continuously updates the Directors on the latest developments
regarding the Listing Rules and other applicable regulatory and statutory
requirements from time to time, to ensure compliance and enhance their
awareness of good corporate governance practices.

All Directors have participated in continuous professional development and
provided a record of training they received for the Year to the Company.

S@EmMERARAT CROSSTEC Group Holdings Limited © © o o o 035

ERERRSE

RE R RERERES

REZRAA ERABEL=DZ-NEF(RNES
ABAF=NEH - AERKBOLEIIR=0 2 —NE
EANBARRRE YAERNEBREFASLER
REE HEREFERIE-FRERE-—R - TTEZ
ENREREERONES HEPEEEARZERN
KARARBEERRAS  WANZAS LEREL - K
ZEFRRAESENEESNES AMHEEEHEE
RARALRAEEBRRBFAGAL  YHABARRZA
LERBI-

EERGAEERBETESRS

KRAREHRMA LTRAM S REN LM ETABSES
EFRXHNRETR ((RET ) EAEESRARER
REERE (RARNBNLERBER NEUERERE
FEEFIARAEFNABHEE) BREEALAESRN
TSR

RBARBRE 2RESHARSNAFECETRE
SHl O EERYBFRRNAFEAAKERRER
BAAMERBETHNOTA -

EENREEXER

ESATRESHEERE 2RESUAERTHR
ROEL YEBEE BRORDPBRMETRENE
B BORAKENER - ARR-ETKAESRLA
BEPRAREMEREE LERRTE L RMER -
FRESFETHERALESREHRHFLEERRRNA
AE -

PEEECLEBETHLIVEAAARBHESHRA
EERBETEY D4



Corporate Governance Report

.I/J'_\\ /M\A#&m

The individual training record of each Director received for the Year is set out

FEERAFECERRIZEACEHTIMT :

below:
Type of Training
Name of Director BEM% BEHIE
Mr. Lee Wai Sang FRELE A, B
Mr. Lau King Lok e S A, B
Mr. Leung Pak Yin REALE A B
Mr. So Chi Hang HEELE A B
Mr. Heng Ching Kuen Franklin FIERE A, B
Mr. Shing Wai Yip REFRE A B
Notes: Mzt -

A. attending or participating in seminars/workshops/trainings relating to directors’ duties
and corporate governance

B. reading materials/watch on webcasts of regulatory update

DIRECTORS AND SENIOR MANAGEMENT
EMOLUMENTS

For the Year, the emoluments of the Directors and members of the senior
management within the following bands were as follows:

A HBRRZEEBESHEROEERCHTE TS/
Ell

B MEBHEEAN/BERFEEEN
EEREREEEMS

RAEE RUTHEHENNEZRSREEER M
M

For the year ended

30 June 2020
HEZT-ZTF
Emoluments Band - #5[E ANAZTHIEFEE
|
HK$1,000,000 and below 1,000,0007% 7T &2 LA T 7
HK$1,000,001 — HK$1,500,000 1,000,001 7T — 1,500,000/ 7T 2
HK$1,500,001 — HK$2,000,000 1,500,001 7T — 2,000,000/ 7T =
HK$2,000,001 and above 2,000,001 70 & A E

Further details of the remuneration of Directors and five highest paid individuals
have been set out in notes 8 and 9 to the audited consolidated financial
statements.
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AUDITOR’S REMUNERATION

An analysis of the remuneration paid or payable to BDO Limited is set out below:

R H IR

Services Rendered

BEERRE

BB &

FHENIRNIGRREHMEBABRATNMED
s -

Fee paid/payable
for the year ended
30 June 2020
BE-ZT-TF
ANAZTHILEFE
BN/ ENER
(HK$’000)
(T#T)

Annual audit service for the year ended 30 June 2020

FEET RS

HE_ZT-TFE A=tHItFEZ

710

DIRECTORS’ RESPONSIBILITY IN RESPECT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

The Directors acknowledge that it is their responsibility to prepare accounts of the
Group and other financial disclosures required under the Listing Rules and the
Company’s management will provide information and explanation to the Board
to enable it to make informed assessments of the financial and other decisions.

The Directors are not aware of any material uncertainties relating to events or
conditions that may cast significant doubt on the Company’s ability to continue
as a going concern.

The statement of the auditor of the Company in respect of its reporting
responsibilities on the Company’s audited consolidated financial statements for
the Year is set out in the “Independent Auditor’s Report” contained in this annual
report.

INSURANCE ON DIRECTORS” AND OFFICERS’
LIABILITIES

The Company has arranged for liability insurance cover to indemnify the
Directors and the senior management of the Company.
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INTERNAL CONTROL AND RISK MANAGEMENT

The Board’s Responsibilities for the Risk

Management and Internal Control Systems

The Board acknowledges that it is responsible for the risk management and
internal control systems and oversees such systems on an ongoing basis,
while ensuring a review of the effectiveness of these systems of the Group
is conducted at least annually through the Audit Committee. The scope of
such review covers all material controls, including financial, operational and
compliance controls, with a view to ensuring that resources, staff qualifications
and experience, training programs and budget of the Group’s accounting and
financial reporting functions are adequate. However, the Board recognizes that
no cost effective internal control and risk management systems will preclude all
errors and irregularities as such systems are designed to managing risks rather
than eliminating the risk of failure to achieve business objectives, and can only
provide reasonable and not absolute assurance against material misstatement or
loss.

Main Features of the Risk Management and Internal

Control Systems

The internal control system and procedures of the Company are designed to meet
specific business needs and to minimize risk exposure. The Company adopted
different internal guidelines, along with written policies and procedures to
monitor and reduce the impact of risks which are relevant to the Group’s business
and control daily business operations.

During the Year, Richard Poon & Partners Risk Management Limited, an
independent consultant, had been engaged for an enterprise risk assessment,
which was conducted under the approach adopted in the “COSO Enterprise
Risk Management — Integrated Framework”. According to the assessment result,
management has established an enterprise risk register, submitted an assessment
report containing recommendations to the Board and to enable the Board to
effectively monitor the business risks and understand how management responds
and mitigates the risks.

Process used to Identify, Evaluate and Manage

Significant Risks

The management of the Company is the ultimate risk management
decision-making body. The Risk Management Committee is responsible for
deciding the risk level and risk appetite of the Group and considering the Group’s
risk management strategies and giving guidelines where appropriate. It also has
the responsibility of overseeing the Company’s risk management and internal
control systems on an outgoing basis and ensure that a review of the effectiveness
of the risk management and internal control systems of the Group has been
conducted at least annually.
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The Company has formulated an enterprise risk management process to
effectively manage the risks faced by the Company. The process clearly defines
four procedures for the Company’s management of risks, including identification,
assessment, monitoring and reporting.

In the event of risk identification, management communicates with the
operational functions and collects significant risk factors affecting the Company
from bottom to top. These risk factors are included as enterprise risk register.

Management evaluates the risks in the register and prioritizes them for follow-up
actions according to their potential impact, occurrence opportunity and
sufficiency of current measures tackling the risks. The risk register is reviewed
at least once a year, new risks are added while existing risks are removed, if
necessary, after the assessment.

The changes are reported to the Board at a timely manner. This process can
effectively ensure that the Company takes the initiative to manage the risks it
faces and that all risk holders are aware of their liability so that they can develop
appropriate and effective measures in time to control the risks.

Process used to Review the Effectiveness of the Risk
Management and Internal Control Systems and to

Resolve Material Internal Control Defects
The Company has implemented an internal control system to minimize the
risks to which the Company is exposed to and used as a management tool for
day-to-day business operation. Review is conducted once a year.

The Company engaged an independent consultant, Richard Poon & Partners
Risk Management Limited, to carry out the analysis and independent appraisal of
the adequacy and effectiveness of the Company’s risk management and internal
control systems for the year ended 30 June 2020. The results of the independent
review and assessment were reported to the Board and Board Committees.

Based on the review results for the Year, the management has made a
confirmation to the Board that the Company’s risk management and internal
control systems are effective and sufficient. The Board, through the Risk
Management Committee and the Audit Committee, had conducted review on
the effectiveness of the risk management and internal control systems of the
Group for the year ended 30 June 2020. The Board was satisfied with the review
results and considered the risk management and internal control systems are
effective and adequate, in particular, for financial reporting and Listing Rules
compliance. No significant areas of concern that might affect the financial,
operational, compliance controls, and risk management functions of the Group
were identified.
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The Board will continue to review and improve the Company’s risk management
and internal control systems in accordance with the existing regulatory
requirements, the interests of Shareholders and the growth and development of
the Company’s business.

Procedures and Internal Controls for the Handling

and Dissemination of Inside Information

With respect to procedures and internal controls for the handling and
dissemination of inside information, the Group (i) carries out its daily operation
with regards to the “Guidelines on Disclosure of Inside Information” issued by
the SFC; and (ii) closely communicate with its legal advisor regarding whether
the relevant information is likely to have impact on the price of the Shares or
their trading volume and thus is considered as inside information that needs to
be disclosed pursuant to the Inside Information Provisions under Part XIVA of the
SFO and the Listing Rules.

To comply with the SFO, the Company has also developed internal control
mechanisms for handling and disseminating inside information, including
information flow and reporting processes, confidentiality arrangement, disclosure
procedures and staff trainings. In addition, whistleblowing policy has been
adopted. Accordingly, effective channels will be set up to encourage employees
to report incidents of alleged misconduct or fraud.

INTERNAL AUDIT FUNCTION

The Company does not have an internal audit department. The Board has
reviewed the need for an internal audit function and is of the view that in light
of the size, nature and complexity of the business of the Group, as opposed to
diverting resources to establish a separate internal audit department, it would
be more cost effective to appoint external independent professionals to perform
independent review of the adequacy and effectiveness of the risk management
and internal control systems of the Group. Nevertheless, the Board will continue
to review at least annually the need for an internal audit department.

TRAINING FOR COMPANY SECRETARY

The Board is of the view that Mr. Lau King Lok, the Company Secretary and also
an executive Director, is qualified and has appropriate experience to discharge
his duties. Mr. Lau King Lok had received not less than 15 hours of relevant
professional training during the Year. The Company will provide Mr. Lau King
Lok with sufficient resources to receive not less than 15 hours of professional
training for every financial year as required by the Rule 3.29 of the Listing Rules.
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SHAREHOLDERS’ RIGHTS

Convening of extraordinary general meeting on

requisition by the Shareholders

Pursuant to article 64 of the Articles of Association, shareholder(s) holding at
the date of the deposit of the requisition not less than one-tenth of the paid up
capital of the company having the right of voting at general meetings of the
company shall at all times have the right, by written requisition to the board or
the company secretary, to require an extraordinary general meeting to be called
by the board. The written requisition must specify the business to be transacted
on the meeting, which shall be held within two months after the deposit of such
requisition.

If within 21 days from the date of the deposit of the requisition, the Board fails
to proceed to convene an extraordinary general meeting, the Shareholder(s)
concerned may themselves convene an extraordinary general meeting, and all
reasonable expenses incurred by the Shareholder(s) making the requisition as a
result of the failure of the Board shall be reimbursed to such Shareholder(s) by the
Company.

Save for the procedures for Shareholders to convene an extraordinary general
meeting as set out above, there are no provisions allowing Shareholders to put
forward proposals at the general meeting under the Articles of Association.
Shareholders may follow the procedures set out above to convene an
extraordinary general meeting for any business specified in such written
requisition. The written requisition must state the objects of the meeting, and
must be signed by the relevant Shareholder(s) and deposited to the Company
Secretary at the Company's principal place of business in Hong Kong, 20th Floor,
625 King's Road, North Point, Hong Kong.

Procedures for directing Shareholders’ enquiries to

the Board

Shareholder(s) may at any time send their enquiries and concerns to the Board in
writing through the Company Secretary by post at 20th Floor, 625 King's Road,
North Point, Hong Kong, or via email at the contact information as provided on
the website of the Company.

The Company Secretary shall forward the Shareholder(s)" enquiries and concerns
to the Board and/or relevant Board Committees, where appropriate, to respond to
the Shareholder(s)” questions.
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INVESTOR RELATIONS

The Company believes that effective and proper investor relations play a vital
role in creating Shareholders’ value, enhancing the corporate transparency as
well as establishing market confidence. The Company discloses information
in compliance with the Listing Rules, and publishes periodic reports and
announcements to the public in accordance with the relevant laws and
regulations. The primary focus of the Company is to ensure information
disclosure is timely, fair, accurate and complete, thereby enabling Shareholders,
investors as well as the public to make rational and informed decisions. Updated
key information and business development of the Group are also available on the
Company’s website to enable Shareholders and investors to have timely access to
information about the Group.

The Company also endeavours to maintain an on-going dialogue with
Shareholders and in particular, through general meetings which provides a forum
for Shareholders to raise comments and exchange views with the Board. Directors
(or their delegates as appropriate) will be available at the general meetings of the
Company to address Shareholders’ queries.

The Company will continue to take measures to ensure effective Shareholders’
communication and transparency.

There has been no change in the Articles of Association since 12 September
2016, being the date on which the Shares are listed on the Stock Exchange, and
up to date version of the Articles of Association is available on the websites of the
Stock Exchange and the Company.
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Environmental, Social and Governance Report

ABOUT THE REPORT

CROSSTEC Group Holdings Limited (the “Company”, together with its
subsidiaries hereinafter the “Group” and “We”) is a one-stop provider of
interior design solutions and the majority of our clients are global luxury goods
and high-end fashion brands with retail stores across the world. Our served
clients base with footprints in various parts of the world including Hong Kong,
China, the United States, Europe, Middle East and other Asian countries. The
Group recognises that it is of paramount importance to integrate ESG into our
business operations and our value chain in pursuit of sustainable business
development and positive impacts to the environment and community. With
the implementation of our ESG practices and initiatives, we continue our
efforts in addressing environmental and social issues in a responsible manner,
as well as effective communication with key stakeholders in meeting their
needs and expectations.

We are pleased to publish our fourth environmental, social and governance
report (the “ESG Report”) and provide the information of the Group’s ESG
management approaches, environmental and social performance from the
period of 1 July 2019 to 30 June 2020 (the “Reporting Period”, “2019/20").
The scope of the ESG report covers our five major business services, including
1) millwork and furniture provision, 2) facade development and fabrication,
3) interior solutions, 4) design and project consultancy and 5) maintenance
services. For the disclosure of environmental performance data, the Group
mainly focuses on the business operation in Hong Kong office. For information
on our corporate governance, please refer to the “Corporate Governance
Report” on pages 25 to 42 in the annual report.

Reporting Standard

The ESG Report has been prepared in accordance with the Environmental,
Social and Governance Reporting Guide (the “ESG Reporting Guide”) set out
in Appendix 27 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited.

We have set up an ESG working group comprising our senior management and
members from different departments who have sufficient knowledge in both
ESG matters and our business operations. The Board of Directors has reviewed
and approved the ESG Report to ensure all material issues and impacts on
sustainability development are fairly presented.

Contact and Feedback

Your opinions will be highly valued by the Group. You are welcome to
provide your advice and suggestions to this ESG report or our ESG initiatives
via:

Website: http://www.crosstec.com.hk
Tel: (852) 2690-1223
Email: info@crosstec.com.hk
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STAKEHOLDER ENGAGEMENT

The Group believes that maintaining two-way and constructive dialogue with
our stakeholders can better understand and serve their evolving needs, their
concerns and perspectives toward the business operations and development,
ESG management and performance.

During the Reporting Period, we identified our key stakeholder groups
as customers, business partners, employees, shareholders and investors,
government and regulators and the community. To ensure our quality
communications with our stakeholders, we engaged our stakeholders via the
following channels:

BhE2HE

AEERE ERNERBIAEANARRMUMNYE
BB TRLRRBACTENFR  ARREBAER
FHEERBRMRE HEREAEERBEUNEIR
Bk

RBERN - KMNER T ZENRNERRS  £K%
HoEE RARREE BNREEHENRME 5K
BRAFNHENRER  ZMNEBATEEEFHEL
S

Stakeholders Communication channels
HE BERE
|
Customers o Company website
&R YNCIEEEN
. Client interviews
il
. Regular meetings
EHERE
. Customer feedback and complaints
BPEARERIH
. Mutual visit and site survey
B RBGHE
Business partners o On-going direct engagement
(Service providers and contractors) HEEEHE
Exny (RBHERRAEHE) o Supplier selection and performance assessment
PR R R AR
o Procurement and tendering
RE LIRS
J Site inspection
Bi5A
Employees o Emails
&8 BB
. Regular meetings
EHERE
o Business briefings
E3 L
G Annual staff performance review
FRETRBNE
. Employee training
BB
. Employee activities
VT
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RE HERERRS

STAKEHOLDER ENGAGEMENT (continued) R ESHE)
Stakeholders Communication channels
BE BERE
Shareholders and investors o Company website
BREEEE NEER
. Annual general meetings
BRAFAE
U Investor relation meetings
REERBESR
o Corporate announcements and communications
RARERER
o Annual and interim reports
FERERTHRS
Government and regulators . Regular document submission
BRREEHE TERRR M
. Regular communication with regulatory authorities
HEERETHAR
o Compliance inspections and assessments
ARRE NG

. Circulars, standards and guidelines
K - ER RIS

o Forum, seminar and conference
wiE - MEekagz

Community o Emails and phones
"HE ETBHNER
o Charitable activities and voluntary services
RERYRBEIRG
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B HERERTE

OUR ENVIRONMENT

Environment is a foundation for mankind to live and develop. With principal
engagement in interior design solutions service provision, the Group highly
values the impact of corporate development on the environment.

Apart from complying with the relevant environmental laws and regulations
where we operate such as Waste Disposal Ordinance (Cap. 354) of Hong
Kong Special Administrative Region (“HKSAR”), Noise Control Ordinance
(Cap. 400) of HKSAR and Motor Vehicle Idling (Fixed Penalty) Ordinance
(Cap. 611) of HKSAR, the Group is committed to working to emission
reduction, energy and resources conservation encompasses every aspect of
our operation. By the implementation of environmental management system
accredited with 1SO 14001:2015 certification along the business operations,
we enable to identify the environmental risks and opportunities, formulate
corresponding management procedures to mitigate the adverse impact of
different environmental aspects, as well as making continual improvement by
regular performance review.

We have also become a member of the Hong Kong Green Building Council,
to further understand the value of green buildings features, actively participate
in green environmental protection activities, and to convey the value of energy
conservation and environmental protection to our customers, leading more
enterprises and individuals to reduce resource consumption.

During the Reporting Period, the Group was not aware of any breaches
of relevant laws and regulations relating to air and greenhouse gas (GHG)
emissions, discharge into water and land, and generation of hazardous and
non-hazardous waste.
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OUR ENVIRONMENT (continued)

Emissions

Air Emission

The type of air emission was mainly generated from the transportation of
company vehicles for site inspection and daily travel. The Group properly
plans the route and journey on the factory visits and ensure regular vehicle
inspections are maintained to the vehicles performance and reduce the
pollutants emission.

Air emission generated by mobile vehicles during the Reporting Period is
illustrated in the below table:

R5 > S REREE

AFNERR (&)

3587

BERA
BRIREERELAEHRENZERRATHINR
B AEBEZERBTRBRELRTE  TRATHREE
iee RO BERUSEY o

TREJIBEDNEFELOBERSANHNE :

Emission Unit 2018/19 201920
EES k3 ESing “E-N\/NEE “E-N/CREE
___________________________________________________________________________________________________|
Nitrogen oxides (NOx) kg 6.38 4.06

ARy NIy
Sulphur oxides (SOx) kg 0.14 0.13
i) NI
Particulate Matters (PM) kg 0.47 0.30
k) NI

Greenhouse Gas Emission

In our daily business operation, the main carbon emissions come from the fuel
consumption of mobile vehicles, electricity use of daily office operation and
business travel. The Group has initiated energy saving practices to cut down
the energy consumption and adopted video conference for meetings through
the communication technology application (e.g. Skype, Zoom or WeChat) as
possible to reduce the frequency of business travels, in turn to reduce the GHG
emission.
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OUR ENVIRONMENT (continued)

Greenhouse Gas Emission (continued)
The GHG emission of the Group during the Reporting Period is illustrated in
the below table:

AANRE (&)
BERBRERE)
TRBSIFEBRBEBANBERBINE

GHG Emission Unit 2018/19 2019/20
B E RN B “N/-NEE ZB-N/-EEE
Scope 1' Tonnes of carbon dioxide equivalent (“tCO,e") 55.29 22.85
#E1 M_StiREE
Scope 22 tCO,e 57.49 60.20
HE2? - ELREE
Scope 3’ tCO @ 74.19¢ 38.12
#E3 “E(pEE
Total GHG emission® tCO e 186.97 121.17
BEREBEHENES - EILREE
Intensity® tCO,e/HK$'000,000 1.18 1.54
BEe MR R BEEETRA

tCO e/full-time employee’ 3.32 2.77

Notes:

048

SEREE/ SRR BER

Scope 1: Direct emission includes the mobile combustion of company vehicles.

Scope 2: Energy indirect emission includes the purchased electricity consumed by the
Group in Hong Kong office.

Scope 3: Other indirect emissions includes the business travel by the Group only.

The figure of Scope 3 emission in 2018/19 is restated for the consistency and
enhancement of GHG data calculation.

Scopes 1 and Scope 2 GHG emissions are calculated in accordance with the Hong
Kong Government’s Guidelines to Account for and Report on Greenhouse Gas
Emissions and Removals for Buildings in Hong Kong (2010 Edition). Scope 2 GHG
emission is calculated based on the electricity consumed in Hong Kong office. The
emission factors for Hong Kong Electric were 0.80 kg CO2e/kWh in 2019.

The GHG intensity is the sum of Scope 1 and 2 emission divided by the annual
revenue and the number of full-time employees. The intensity of 2018/19 is restated for

the consistency and enhancement of GHG data calculation.

The number of full-time employees based in Hong Kong office as at 30 June 2020 were
30.
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OUR ENVIRONMENT (continued)

Greenhouse Gas Emission (continued)

Waste Management

The major waste production from the Group comes from daily office
operation. We have adopted guidelines for our employees to promote
awareness to the environment. The Group also advocates green office with
the 3R principles (Reduce, Reuse and Recycle) and has taken measures to
reduce the waste generation. We have set up the recycling facilities (e.g.
recycle collection box for plastic bottles, recycle paper bag and collection box
for single-sided printing paper next to the copier machines) in office areas to
facilitate our employees in waste sorting, reuse and recycling. On the other
hand, we provide reusable cutlery and plates in our pantry for our employees
to minimise the use of disposable appliance. All the recyclable materials
will be collected regularly and consigned to licensed waste collectors or
property management company for handling and treatment. Limited amount
of cartridges and Waste Electrical and Electronic Equipment were generated
in office operation and such kinds of waste were collected by the service
providers and/or recyclers for processing.

Waste Generation Unit
EEEEY BB

R5 > S REREE

AFNERR (&)

BERBHR(E)

BENEE
AEENEENIZREARRAZEEE - RACHES
HiRS WEREEHRANAE  YRESKEHDER
SRR CADER - ERERAREKER) - REHTRIUAD
BEENELNEE - AAEREAREWRE (B
RS - B LR  TEIRE B BT ENAR ) -
HEEERERNOE  ERERREWER - ko R
MERKERETEREARER - BEEMFULRDE
AANREA - AKEE BRI ARG LR EFEE
BENRERINEERARRERNT - REBAEEE
MESREERETERRANS  ASEEMMRHH
AR/ ZORERELRR -

2018/19
~2-)\/-WFE

2019/20
~E-0/-FFE

Hazardous waste

BEEEY

Hazardous waste Tonnes

BEEEY TR
Tonnes/m?
WE,/ K
Tonnes/full-time employee
W,/ FaEREES

Non-hazardous waste

EEEEY

General waste Tonnes

—REEEY WE

Intensity Tonnes/m?

HE WE,/ K
Tonnes/full-time employee
W,/ FaEBES
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B HERERTE

OUR ENVIRONMENT (continued)

Use of Resources

Despite our business operations are mainly housed in office and contribute
to limited environmental impacts, the Group promotes green office practices
to maximise the resources efficiency in daily operation. We expect all our
employees to oblige the shared responsibility and participation to achieve the
goal. Besides, we recommend energy-saving strategies to our customers in
assisting to achieve energy saving and reduce GHG emissions.

Energy Use

For energy conservation, the Group attaches energy saving signages and
posters nearby the office equipment and working area to remind our
employees about the importance of energy saving. Green tips are written into
the staff handbook and relevant training is regularly provided to all the staff
to cultivate energy-saving habits. Some key measures of energy saving are
highlighted as follows:

. Turn off the lightings, air conditioning and office equipment before
leaving the office;

. Set office appliance in energy saving mode by default;
. Procure and use energy efficient office equipment;

. Unplug the unused mobile phone charger or other charging device; and

. Use LED lighting.

The energy consumption of the Group during the Reporting Period is shown in
the below table:

En\ergy Unit
R Ei

EANRR (&

BEREH

BERMOLBLELEERASHRT  WRBERD
PEAR  REEHEZEHA ﬁﬁuﬁmHM“@m
BRME - BERAE  RMHESNESPL— AR
B BH85 R ﬁfﬁﬁ%ﬁﬁ”ﬁ%%%*%

EM Eﬂﬁb /WQHFW/ ﬁga
P
RENER  AEEERAZERIESE M FEse

BRRER RERRHENERN - RIFMABRE
Bt MeRETERRRARE  AohiuiReE
BB U TATRHRERNEE

o HRBAZAEERY ZERBARE

. BELICRHEMIRE

o BEFEAPNFRE:
R

ERFHBETH

. {# FALEDFR A

TREJNAKERRERAANGRHRE -

Purchased electricity MWh

SNBE N KRk

Mobile fuel consumption MWh
FAEIREDERE KR

Total energy consumption MWh
RERAERERE K
Intensity MWh/m?

B KEE Tk

MWh/full-time employee
KEE, BazRES

050 e o o o O —T-TFERE Annual Report 2020

2018/19 2019120
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72.77 75.25

197.36 83.26
270.13 158.51

0.15 0.14
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OUR ENVIRONMENT (continued)

Use of Resources (continued)

Water Use

Water is the finite and precious resource that everyone should treasure. We
encourage all staff to actively implement water conversation measures by
avoiding washing hands under running tap, tightening the faucet to prevent
water dripping and reporting the water pipelines leaking phenomenon to the
property management company in time.

During the Reporting Period, the Group did not face any problem in water
sourcing as all water consumed in our office is under the control of the
property management. Meanwhile, the water charges of our office are borne
by the property management company and hence there was no available water
consumption data for disclosure.

Packaging Materials

Based on the business nature of the Group, the amount of packaging materials
consumption is relatively low. During the Reporting Period, we reuse the
carton boxes and plastic bags received from our suppliers for material storage
and transportation and thus reduced the new purchase and use of packaging
materials.

The packaging materials use of the Group during the Reporting Period is
shown as follows:

Packaging Materials Unit
BERMH By
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AFNERR (&)

BRER (&)
FAK
KERBARMEENER  MEAABRDHEL - BA

K BEKEBEUNRK L REANEERRARER
UNIE

RSN mRAEERAZNRKIANEEEAF
BE ASBUEANBBAKMNLE - R KAF)M
AERKEMNETRARASIN At EnHEENR
KEYIE -

aRYH

ERARENEBILE RVHNRERERD - RE
SR AR EERAARERRENEERBR £
FEORREG R LEMESBALERIAOBEMR -

TREFIARERBEHRNNBENHRE

2018119 2019/20
-/ NEE ZE-N/ZFFE

Paper Tonnes
] 3
Plastic Tonnes
B M@
Stretch film Tonnes
WiERER i
Bubble Wrap Tonnes
eyl 1
Tape Tonnes
B 1
Total Tonnes
st 7
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B HERERTE

OUR ENVIRONMENT (continued)

The Environment and Natural Resources

We acknowledge the environmental sustainability is interconnected to our
sustainable business growth. Every enterprise has its responsibility to conserve
the environment without exception to us. Apart from the implementation
of environmental management system and green office practices (e.g.
encouraging our employees to use E-documents for projects meetings instead
of printing copies), the adoption of facade pre-fabrication can enable us to
strictly control the quality and reduce additional modifications or rework
of the production. This practice not only reduces the operational cost and
simultaneously mutually benefits to our environment due to the waste
reduction. For the materials selection of the service provision of millwork and
furniture, we opt for the materials with emit fewer irritating substances (e.g.
formaldehyde) during installation or use to reduce the impact on the users and
the environment.

OUR EMPLOYEES

Our employees are the most crucial assets to sustain our business development
and meet the evolving needs in the changing business markets. As a leading
provider of high-end interior design solutions, the Group devotes to fostering
a corporate culture with employee care, offering safe working environment
and assisting the employees to path their way in professional and personal
development. The Group has formulated a series of human resources policies
to ensure all our employment practices are complied with the statutory
requirements of the regions we operate (e.g. the Employment Ordinance
(Cap. 57) of HKSAR, Employees’ Compensation Ordinance (Cap. 282) of
HKSAR, Mandatory Provident Fund Schemes Ordinance (Cap. 485) of HKSAR
and the Minimum Wage Ordinance (Cap. 608) of HKSAR) and create values to
the overall workforce and business chain.

During the Reporting Period, the Group was not aware of any incidents or
violations of the relevant labour laws and regulations relating to compensation
and dismissal, recruitment and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination and other benefits and welfare.

Employment Practices

Employee Terms and Benefits

The Group offers an attractive remuneration package, including monthly
salary, leaves, fixed working hours, allowances, health and travel insurance,
discretionary bonus or commission and Mandatory Provident Fund schemes
or social insurance, to our full-time employees according to the applicable
labour laws and regulations where we operate in order to attract and retain our
high calibre talents. Apart from annual leaves, our employees are entitled to
sick leave, maternity leave, paternity leave, compassionate leave and marriage
leave. Our merit-based remuneration package is subject to annual review
with reference to comparable market level and the result of staff performance
appraisal to ensure employees are fairly rewarded with salary increment and/or
promotion. The employment policies, terms and benefits are clearly stated in
the staff Handbook and provide guidance for all employees.
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OUR EMPLOYEES (continued)

Employment Practices (continued)

Equal Opportunity and Anti-discrimination

As an equal opportunities employer, the Group has policies regarding to equal
opportunity, diversity and anti-discrimination in place with an aim to offer a
working environment that treats all employees with dignity and respect and
is free from discrimination, victimisation or harassment. The Group strictly
prohibited the discrimination or less favourable treatment to the employees or
potential employees on the ground of their race, nationality, creed or colour,
religion, sexual orientation, gender (including gender reassignment) marital
or parental status, trade union membership (if any), social or economic class,
rural or urban, political opinion, pathogen-carrier, age and disability under
all the employment matters, including recruitment, transferal, promotion,
training and development opportunities, performance review and dismissal.
All the decisions are fairly determined by the personal merits and the objective
criteria related to each position in respect of suitability and capability. We
enact zero tolerance to any form of harassment, bullying and victimisation in
our workplace. Employee who breaches the policies will face the disciplinary
actions including summary dismissal.

Staff Retention

The Group believes that a dynamic and cohesive workforce can strengthen
the productivity and creativity in our business operations. To enhance the
sense of belonging of our employees, we organise birthday parties and festival
celebrations to build up the team spirit and harmonious relationships among
colleagues and the management team. Besides, The Group encourages
frequent and meaningful communication between line managers and staff. This
provides opportunities to understand the work progress, offer feedback and
support that the staff is required and appropriately listen to the staff in order to
address the issues and difficulties they faced. The Group has also implemented
a complaint and grievance policy and enable our employees to raise the
concerns and complaints related to the employment matter and work-related
problems. We ensure the raised issues are addressed in a fair, effective and
efficient manner. Upon the receipt of staff resignation request, exit interview
would be arranged to understand the reason of leaving and to review the
Group’s human resources management strategies, the condition of workplace
and implement necessary measures for staff retention.

Labour Standard

The Group puts great emphasis on the protection of the legitimate rights and
interests of all employees. As such, the Group strictly follow the recruitment
policy and conduct age and identity verification to ensure no child, forced
and bonded labours are employed. We also require the employees and
candidates providing appropriate documents (e.g. qualification certificate and
job reference records) to prove their eligibility for work in related positions. All
the employees voluntarily sign the labour contract upon the commencement
of employment. We constantly review our recruitment policy as well as the
employment practices of the engaged suppliers to ensure the compliance with
statutory requirements and no employment of child and forced labour along
our value chain.
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OUR EMPLOYEES (continued) RENES (&)
Employment Practices (continued) BRER (&)
Employee Profile ESHR

As of 30 June 2020, the Group had 38 employees, which consist of 37 BEZT-TE A=TH FEEERALBHEE  H
full-time employees and 1 part-time employee. Our voluntary turnover HBEVEZ2BEERILRBES - ZMMERTLE
rate was 3 percent. The detailed workforce profile by gender, age group, — A3% ' TERZIIRIER  F&RiEH - EREEETLES

geographical region, employee category is illustrated as follows: MEBBREE -

Profile of workforce' Headcount (Number) Turnover rate? (%)
EERR EEAZ(HE) MRE (%)
|

By gender

RIS
- Male 24 5
-5
- Female 14 9
=83

By age group

RERARE D
— Under age 30 6 15
=305 T
— Age 30 to 50 20 6
—305%ZE505%
— Over age 50 12 8
—5050A £

By geographical region

iR E D
- Hong Kong 30 5
—&&
- Mainland China 5 11
—HER
- Germany 3 21
—15E

By employment category

RERERED
— Senior Management 7 0
—RREERE
- Middle Management 21 5
—RREER
- General Staff 10 16
——®BT

Notes: st

1. The figure of employee number and employee turnover is calculated based on the 1. BEEABRESRERNEENIRAYFEHE -
number of headcounts.

2. The turnover rate covers employee voluntary resignations and retirements. 2. PRI G BRI RRK o
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OUR EMPLOYEES (continued)
Health and Safety

The Group is committed to offering a safe working environment for our
employees to prevent injuries and illness and compliance with all the
applicable health and safety laws and regulations. The Group has launched
the office safety guidelines in place for our employees to follow and taken
various measures to ensure the occupational health in office environment.
For instance, we provide adjustable seat and computer equipment, maintain
good housekeeping in working area and office area, sufficient storage
space for a more spacious desk area and arrange regular office inspection
and maintenance. Our office is equipped with first aid kits for minor injury
treatment. Additionally, we provide a breakout area and gymnastics facilities
in our office and enable our employees to get refreshment and prevent muscle
pains, eye strains and fatigue due to the prolonged period for the use of
computer.

Increasing the employees’ safety awareness can properly prevent the
occupational health and safety incidents and accidents in our office and site
operations. We ensure the employees attended the Mandatory Basic Safety
Training Courses training before entering different project work sites. We also
require all our engaged suppliers must follow and work along the respective
safety requirements under the landlord and/or property management company
during the site work to safeguard the workers and prevent accidents. General
safety orientation for new employees and the regular fire drills organised by
property management office are arranged to our employees in order to equip
their knowledge and skills of office safety and fire evacuation.

The Group concerns not only about the physical health of our employees, but
also their mental health. The Group strives to promote the concept of work-life
balance to our employees and encourages our employees to take part in sports
activities or purse person interest so as to maintain a healthy lifestyle. We
also organised some staff activities in order to allow our employees to make
relaxation and stress out from work.

With the outbreak of coronavirus (COVID-19) started in early 2020, we strictly
followed the guideline of the Health Advice on Prevention of Coronavirus
disease in Workplace published by the Centre of Health Protection and
implemented the precautionary measures at our workplace to minimise the
risk of spreading COVID-19. We enhanced the environmental disinfection
and regularly clean the touched surfaces of the commonly shared items such
as the door handrails, handles, buttons and chairs. We also required all the
employees and visitors to wear surgical mask before entering the office and
maintaining good personal hygiene. Hand sanitizers are provided in the office
to perform hand hygiene frequently. The Group adopted the recommendations
from the government and enforced work from home policy, flexible working
hour and staggered the lunch time in order to keep adequate social distancing
and reduce the risks of infection.
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OUR EMPLOYEES (continued)

Health and Safety (continued)

During the Reporting Period, the Group has complied with the applicable
occupational health and safety laws and regulations (e.g. the Occupational
Safety and Health Ordinance (Cap.509) of HKSAR) and there was no
work-related fatality or lost days due to work injuries.

ZFNES (#)

BERZZE)

REEHN - AEECETRERERRENEM LR
ER MEBRAITHE (BER 2 REERER) ($509
%)) PERTHERET T HELAETHIRRTERY -

2018/19 2019/20
“E-N\/-NEE ZT-N/_ZEFE

Number and rate of work-related fatalities
B TERRILT M A B R L &R

Rate of work-related fatalities

B TEEERE TR R

Number of work injuries

T58H

Lost days due to work injuries

EIBBRAIIERE

Staff Development and Training

With an inspiration to help an individual or a group of people to achieve
quality of performance and service, the Group offers staff training and
development programmes and equip employees with latest professional skills
and knowledge to meet the evolving needs in the industry.

Our employees are required to receive annual staff performance appraisal
which thoroughly assesses and review the employees’ attributes, personal
ability and performance at work. Through the staff performance evaluation,
the Group can also determine the staff training needs and offer training
programmes for our employees, in order to strengthen their professional
capabilities, management and interpersonal skills in contribution to business
success.

The Group provided various training programmes to our employees in
different positions, including taxation updates, human resources management
training, language training, safety training, market seminars and accounting
standards updates seminars. To encourage our employees continuous learning,
the Group offers educational subsidies to eligible staff for external training
programmes organised by accredited professional institutions and professional
membership fees.

The Group acknowledges building talent development with comprehensive
career planning and effective job mobility can bring high productivity and low
staff turnover. As such, internal promotion will be given priority to competent
employees when there is a job vacancy in recognition of their achievements,
aiming to maintain career lattices. The managers of different departments will
consider selecting employees to move to a higher-level position which better
matches their skills and aspirations for grooming further leaders and skill
development.
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RE HERERRS

OUR EMPLOYEES (continued) AANER (&

Staff Development and Training (continued) ETRRREI(E)

In 2019/20, the Group has arranged a total of 734 hours of job-related training  HZZ—N/ZZFE  AEEERHA £734/) HHT

covering different professional areas with 37 percent of employee trained. fEMEEEY REREEXEE - XIIEEE37%
Employee Training Unit 2019/20
EE & Bfy —E-h/-TFE
Total hours of employee training and percentage (%) of employees who received training Hours 734 (37%)
EBEXIBRHARZIEEADL |\
Average hours of employee training Hours 52.4
FHIEE T e

Average training hours by gender and percentage (%) of employees who received training

RIERIBD MBS ZHIER B D (%)

By gender

R85
- Male Hours 69.0 (64%)
— B /N
— Female Hours 22.3 (36%)
- N

By employment category

ZERERNES
— Senior Management Hours 14.0 (21%)
—RREEE AN
- Middle Management Hours 74.0 (50%)
—HREEE N
— General Staff Hours 43.5 (29%)
AT N
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B HERERTE

OPERATING PRACTICES

With the mission of materialising the design concepts into the internal layout
of clients’ retail boutiques by providing bespoke interior design solutions, we
strive to maintain all our projects with quality service, through stringent quality
assurance, suppliers management and the latest technology application. To
build the trust and loyalty with our clients, suppliers and the public, we are
committed to upholding the high degree of corporate business ethics in all
business activities and maintaining health, fair and open corporate culture.

Supply Chain Management

The Group seeks to ensure that the value of sustainable development
permeates the entire supply chain. Potential new suppliers and contractors
are required to undergo initial assessment to evaluate their qualification and
competency, in term of the corporate reputation, professionals, product or
service quality and reliability, the track records of project experience and
regulatory compliance, to ensure our project quality and safety we provided.
Suppliers and contractors who are obtained with the certificate of 1ISO 14001
Environmental Management System, ISO 9001 Quality Management System
Certification, OHSAS 18001 or 1SO 45001 Occupational Health and Safety
Management System or other accreditation will be given preference. When
there are suppliers and contractors with similar qualifications, the Group
will be prior to the selection of local suppliers to reduce carbon footprint of
delivery. We conduct supplier annual performance review to our existing
suppliers and contractors based on their performance of prior year, with the
criteria of the quality of the services and materials, on-time delivery time,
attitude towards the customers, after-sale service as well as occupational
health, to reassess their qualification. Our suppliers are expected to have
strong commitments to good ESG practices concerning issues such as
environmental sustainability, health and safety and ethical conduct. As of
30 June 2020, we engaged in total of 144 suppliers comprising 138 in Asia
Pacific, 4 in Europe and 2 in the United States (US).

We have implemented Procurement and Tendering Procedures, aiming
to ensure a fair, open and unbiased competition and develop long-term
relationships with suppliers and contractors based on mutual trust. We adopt
an effective monitoring system and management controls to make sure
adequate quotation for comparison and impartial supplier and contractor
selection, as well as preventing bribery, fraud or other malpractice in the
procurement and tendering process.
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OPERATING PRACTICES (continued)

Value of Our Clients

The Group places a high priority to ensure customer’s satisfaction in terms
of products and services we deliver. The Group has implemented the quality
management system certified with 1SO 9001:2015 international standard with
policy along our business operations. With our stringent quality assurance
process and continuous discussion with our clients to understand their needs
and expectations, we endeavour to provide tailored services to build a
long-term relationships and loyalty with our client with mouth of words and
explore potential new business opportunities. During the Reporting Period,
the Group was not aware of any material breaches of the laws and regulations
related to the project quality and safety and data privacy, as well as no receipt
of complaints or product recalls related to our provided products and services
due to quality, safety and health reasons.

For our service of millwork and furniture provision, facade development and
fabrication and interior solutions, we understand the client’ design materials
and specifications as well as carrying out onsite survey and measurement
before offering the detailed design and planning for client confirmation. Once
we have sought the client’s approval, we commission the production through
our suppliers in accordance with the design drawings, materials selection and
specifications and/or onsite mechanical, electrical, construction and fit-out
work. We conduct regular site inspections, safety testing and quality control
assessments to ensure the products are meet the required standards and
regulatory requirements. We encompass onsite testing and commissioning to
ensure the proper installation and fitting.

For our design and project consultancy services, we formulate a dedicated
project consultancy team and initiate discussions with our clients to
understand their specific requirements or conceptual idea once a project
is awarded. Our team will prepare design brief, layout plan, materials and
colour boards, by taking into consideration of the factors such as spatial
arrangement, lighting, materials use and security concerns, with several
design options for client consideration. We maintain close and continuous
discussion with our client and make modification of the project design plan
based on their feedback to address their specific needs before reverting the
final design proposal along with the cost estimation. This enable us to deliver a
safe, functional, attractive and creative design proposal to our clients with the
combination of our designers’ creativity and technical knowledge, as well as
developing long-lasting trust and confidence with our clients.
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OPERATING PRACTICES (continued)
Confidentiality

With the increasing public concerns of data privacy and protection, the Group
puts great emphasis on information confidentiality and strictly comply with the
laws and regulations relating to privacy matter, such as Personal Data (Privacy)
Ordinance (Cap. 486) of HKSAR. Employees are strictly forbidden to disclose
to any third parties or unauthorized personnel any confidential information,
including but not limited to strategic business plans, financial plans and
information, inside information, unpublished corporate information, contract
designs and specifications, quotation documents, client information, either
during their employment or any time thereafter without the Group's or client’s
prior written permission, unless with the Group’s or client’s prior written
permission. The Group requires all employees to abide by the requirements
of confidentiality as stated in employee handbook in treating the corporate
confidential information.

In order to protect client’s personal information, data collection principles
are adopted when collecting, processing and using client’s data, access
to confidential information or documents are restricted and granted on a
need-to-know basis.

Protection of Intellectual Property Rights

The Group respects intellectual property rights and strictly complies the
relevant laws and regulations (e.g. Copyright Ordinance (Cap. 528) of
HKSAR). The Group’s has set the policy of the use of software by our
information technology (IT) department. Under the policy, no installation of
any unauthorised or illegal copy IT software in the company use computers is
permitted.

Anti-corruption

The Group is committed to upholding the high standard of integrity and
business ethics and does not tolerance any form of bribery and corruption
practices. Our code of conduct in the staff handbook and relevant policies
have clearly outlined the rules and standards of behaviours required from the
Company in the business activities, with the objective to avoid the conflict
of interest, allegation of bribery or money laundering and other misconduct.
For instance, all employees or other representatives are strictly prohibited
to accept or solicit gifts or favours, directly or indirectly, from people or
organisations intending to or becoming as a supplier to the Company except
from the prior declaration and reporting to Human Resources department and
vice versa. The code of conduct is reviewed and overseen by the board of
directors and human resources department regularly to ensure its relevancy
and effectiveness of implementation. All the new employees are required to
sign the declaration to acknowledge their understanding of the requirements as
state in the code of conduct and abide by during the employment. Employees
who breach the code of conduct will subject to disciplinary action including
dismissal and may result in criminal prosecution.
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OPERATING PRACTICES (continued)

Anti-corruption (continued)

The Group has whistle blowing policy in place with reporting channels
to encourage our employees to report any suspicious wrongdoings or
misconducts in the business in good faith. The Group will put every effort to
protect the whistle-blower to prevent from any recrimination (e.g. keeping the
identity of whistle-blower and the reporting information in confidentiality).
Our Chief Executive Officer is responsible to case investigation in validating
the reported case and initiates appropriate remedial action(s) or transfer to the
Chairman for further handling depending to the seriousness of the case.

During the Reporting Period, the Group strictly abides by the relevant
anti-bribery laws and regulations (e.g. the Prevention of Bribery Ordinance
(Cap.201) of HKSAR) where we operate and there were no prosecution or
litigation regarding corruption.

OUR COMMUNITY

The Group is dedicated to leveraging our expertise and manpower to
bring long-term positive influence in the society as well as our industry
development. The Group strives to encourages our employees to take part in
various community and public welfare affairs, care for the underprivileged and
better serve our community.

On 20 October 2019, we participated in the charity walk named “AVS Run
and Walk for Volunteering 2019” hosted by Agency for Volunteer Service
Hong Kong to raise fund for the development of volunteerism. Through the
event, we hope to deliver the message with the sharing care and love to the
community and promote the importance of maintain work-life balance and
a healthy lifestyle to our employees. With a contribution to caring for the
people, the society and the environment, the Group were awarded the Caring
Company logo for 2019-20 by the Hong Kong Council of Social Service.

Looking forward, the Group will continue our community through giving care
to needy, grooming our professions in fostering the industry development
through training and personal development, and promoting innovative ways to
create a better community and future for everyone.
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ESG REPORTING GUIDE INDEX RE HERERAREERT

ESG Reporting Guide
BE - HeRERESEHED

Section/Explanation
255,/ 8

A. Environment

B5
A1 Emission
3,8
Al General Disclosure Our Environment — Emission
—RBE HIIRORE — B
Information on:
BRBERLBRERBHN  MARLHHHS AEREERRNNELEN
(@)  the policies; and
HE: R
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to air and greenhouse gas emissions,
discharges into water and land, and generation of hazardous and
non-hazardous waste.
ETHRETAREAYENRBERZRADINER -
KPIA1.1 The types of emissions and respective emission data. Our Environment —Emission (Air
RBEMEE ALY HENERRABEREE - Emission)
HIRRE — HER (B R BER)
KPI'A1.2 Greenhouse gas emissions in total (in tonnes) and, where appropriate, intensity Our Environment -Emission (Greenhouse
BIEENIEE A12  (e.g. per unit of production volume, per facility). Gas Emission)
RERBEHNE NEHE) R (WER) BE (MASES S - BMRE - B CREREHR)
BERIEHE) o
KPIA1.3 Total hazardous waste produced (in tonnes) and, where appropriate, intensity Our Environment ~Emission (Waste
BIRENIEE A13  (e.g. per unit of production volume, per facility). Management)
FELAZREZNRE CNEE) R (WER) BE (MASEEEA - HFIRORE -t (BRMER)
BEREHE) o
KPI'A1.4 Total non-hazardous waste produced (in tonnes and, where appropriate, intensity ~ Our Environment -Emission (Waste
BREMIERZ A14  (eg per unit of production volume, per facility). Management)
MELEZREENAE CAEE) R (WER) ZE (MABESEN - KRG - Bt (BEMER)
BERIEIE) °
KPI'A1.5 Description of measures to mitigate emissions and results achieved. Our Environment —Emission (Air
BRERERALS HAEHENENERIAERR - Emission & Greenhouse Gas Emission)
IR — Bt (BRI
REERBHR
KPI' A1.6 Description of how hazardous and non-hazardous wastes are handled, reduction ~ Our Environment ~Emission (Waste
BREMIZE A16  initiatives and results achieved. Management)

HRREAEREZEEMN L HEELENRERATAR
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ESG Reporting Guide
R e RERREED

Section/Explanation
6,/

A2 Use of Resources

BREA
A2

KPI A2.1
BRENERE A21

KPI A2.2
BRENEZ A22

KPI A2.3
BRENEE A23

KPI A2.4
BRENEE A24

KPI A2.5
BRENEE A2S

General Disclosure

—HKBE

Policies on the efficient use of resources, including energy, water and other raw
materials.

ERERER (BRER KREMRH) HBRE -

Direct and/or indirect energy consumption by type (e.g. electricity, gas or oil)

in total (kWh in "000s) and intensity (e.g. per unit of production volume, per

facility).

E*ﬁ*”z PNERR/SRMEER(WNE - Rah) B8 U TETREHE)
BE (WABEREN - §RRIEHE)

Water consumption in total and intensity (e.g. per unit of production volume, per
facility).
REKENEE WASESEEN  BERGHE) -

Description of energy use efficiency initiatives and results achieved.

Bl e R AT 2 RS E

Description of whether there is any issue in sourcing water that is fit for purpose,
water efficiency initiatives and results achieved.

HREVER KR LRI R AR - AR RS B RAERR -

Total packaging material used for finished products (in tonnes) and, if applicable,
with reference to per unit produced.

Bk mPi R BRMHEEE (B E) &

HFHIﬂ]

(@R s EEf

A3 The Environment and Natural Resources

BRERRRER

A3

KPI A3.1
BRENEE A3

General Disclosure

—REE

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

REBTAHRERAREREREAT EOHEK °

Description of the significant impacts of activities on the environment and natural
resources and the actions taken to manage them.

BB RPHRERRRERNEATERCRREEABYENTD -
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Our Environment — Use of Resources

BMEORE-BRER

Our Environment — Use of Resources
(Energy Use)

BAERE-BRER ERER)

Our Environment — Use of Resources
(Water Use)
RMMERE - BRER (AK)

Our Environment — Use of Resources
(Energy Use)
BMMRE-BRER (BRER)

Our Environment — Use of Resources
(Water Use)
BMHRE-BRER (AK)

Our Environment — Use of Resources
(Packaging Materials)

EZMRE-ERER (BXYH)

Our Environment ~The Environment and
Natural Resources

MRS -RERRARER

Our Environment ~The Environment and
Natural Resources

MRS -RERRARER
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ESG Reporting Guide Section/Explanation
RBE  #HeREaREE 28,/ Bit

B1  Employment

ER
B1 General Disclosure Our Employees — Employment Practices
—REE HAPNES -EBRER
Information on:
ARFBREE BREREA  TESH B8 TIHE - ST RSN
REMSBRERA -
(@)  the policies; and
BE: R
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to compensation and dismissal, recruitment
and promotion, working hours, rest periods, equal opportunity, diversity,
anti-discrimination, and other benefits and welfare.
ETHETAREAYENERERRATINEH -
KPI B1.1 Total workforce by gender, employment type, age group and geographical Our Employees ~Employment Practices
BRENEZ BT region. KFHEE - ERTH
BR - EREE  FRAFERESNES AL -
KPI B1.2 Employee turnover rate by gender, age group and geographical region. Our Employees ~Employment Practices
BRENESBR2 RUH FRANRGEIHINERRKILE AANES -ERER
B2 Health and Safety
ERZZ
B2 General Disclosure Our Employees - Health and Safety
—REE BAPMES -RERZ2
Information on:
BRREZE2TERARREREREBEMREN
(@) the policies; and
iR R
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to providing a safe working environment and
protecting employees from occupational hazards.
BTHETABEATYENNRBAZRAPINER -
KPI B2.1 Number and rate of work-related fatalities. Our Employees - Health and Safety
MRENESR B2 FTFERSLCHABRILE - APMES -BERL 2
KP1 B2.2 Lost days due to work injury. Our Employees — Health and Safety
BREXESRB2 ATIHBRXIHEAH- LFNER -RBERZE
KPI B2.3 Description of occupational health and safety measures adopted, how they are Our Employees - Health and Safety
B EMIEEB23  implemented and monitored. HEMNEE -REREZZ

HRFRANBRREERZHE UREBRTRERE -
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ESG Reporting Guide
R e RERREED

Section/Explanation
6,/

B3 Development and Training

BRRRSEA
B3

KPI B3.1
BRENEE B3

KPI B3.2
BRENEE B3.2

General Disclosure

—REE

Policies on improving employees” knowledge and skills for discharging duties at

work. Description of training activities.

BRRIMEE BT TIEREMAMBRRAENNE - HAEIED -

The percentage of employees trained by gender and employee category (e.g.
senior management, middle management).

BUERNREEBERASNZIEE B - (MERERE PRERE) -

The average training hours completed per employee by gender and employee
category.

BURNRERERIES  BUEETKZIN TR -

B4  Labour Standard

BTER
B4

KPI B4.1
BRENIEE B4

KPI B4.2
BRENIEE 4.2

General Disclosure

—RBE

Information on:

BEMIEETAHSTIH -

(@  the policies; and
HER R

(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to preventing child and forced labour.
ETHRETAREAYENRBERZRADINER -

Description of measures to review employment practices to avoid child and

forced labour.

it ERENEEAREETIRRAST -

Description of steps taken to eliminate such practices when discovered.

HIEZRERRAREREBERARRA TR -
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Our Employees - Staff Development and
Training

HMMES - 8 THERE

Our Employees - Staff Development and
Training

HMMES - 8 THERE

Our Employees - Staff Development and
Training

BANES - ETERERE

Our Employees — Employment Practices

AANES -EREH

Our Employees — Employment Practices

#ANES -EBREH

Our Employees - Employment Practices

ZfINEE-BREER



Environmental, Social and Governance Report
RE HEREREE

ESG Reporting Guide
R e RERREED

B5  Supply Chain Management

HERER
B5

KPI B5.1
BRRENIEE B5.1

KPI B5.2
BREMERE B5.2

General Disclosure
—RKE
Policies on managing environmental and social risks of the supply chain.

ER{RBNRARM ERMBR -

Number of suppliers by geographical region.

RS DM EEHE o

Description of practices relating to engaging suppliers, number of suppliers where
the practices are being implemented, how they are implemented and monitored.
HAABEREERNEDS  AERTEBEMNEEEHE - AREREN
MATRERTE

B6  Product Responsibility

EmEf
B6

KPI B6.1
BREANIEE Bo.1

KPI B6.2
BRENIEE B6.2

KPI B6.3
BRENIEEB63

KPI B6.4
BRENISE Bo4

KPI B6.5
BRENEEB6S

General Disclosure

—REE

Information on:

ERAREERNBENREELZ 2  BE  BRRAREEARBRIAN :

(@)  the policies; and
HEK R

(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to health and safety, advertising, labelling
and privacy matters relating to products and services provided and
methods of redress.

ETHETAREAYENERERRAPINEH -

Percentage of total products sold or shipped subject to recalls for safety and
health reasons.

EEFEERERRE PR ERFEMMADKNENLL -

Number of products and service related complaints received and how they are

dealt with.
BRENERXRBHORFEE UREL % -

Description of practices relating to observing and protecting intellectual property
rights.

Hn BEERRENSEREROED -

Description of quality assurance process and recall procedures.
HEmERERF REREWEF o

Description of consumer data protection and privacy policies, how they are
implemented and monitored.

HRHEEEHRERALBEE  URERRTRER % -
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Section/Explanation
28,/ Bit

Operating Practices - Supply Chain
Management
RERR-HEREE

Operating Practices - Supply Chain
Management
REER-fERER

Operating Practices - Supply Chain
Management
BERR-HEREE

Operating Practices - Values of Our
Clients, Confidentiality, Protection of
Intellectual Property
BEER-FPMER RE REA
HERE

Operating Practices — Values of Our
Clients

2ERR-XPHNERE
Operating Practices — Values of Our
Clients

BERR-ZPHNEE

Operating Practices —Protection of
Intellectual Property

BEER-REABER

Operating Practices - Values of Our
Clients
RERR-FEFMER

Operating Practices -Confidentiality
BEER-RE



Environmental, Social and Governance Report
RE HERERRS

ESG Reporting Guide Section/Explanation
BR - e RERHREHES 28,/ Bit

B7  Anti-corruption

R&ES
B7 General Disclosure Operating Practices — Anti-corruption
—REE BERR-RER
Information on:
BRRER BR  REEREREN
(@) the policies; and
R R
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to bribery, extortion, fraud and money
laundering.
ETHRETABEAYENNRLRZRATINER -
KPIB7.1 Number of concluded legal cases regarding corrupt practices brought against the  Operating Practices — Anti-corruption

BREMEEB71  issuer or its employees during the reporting period and the outcomes of the cases.  ZEER —RE)5
RBEHRAERTASEEEREVEZRENE SHARGHNEE KL

9
KPI B7.2 Description of preventive measures and whistle-blowing procedures, how they Operating Practices - Anti-corruption
BRENIEEBR7.2  are implemented and monitored. BEEE - REE

HahEEm R BREF  UREHERITRERER -
B8  Community Investment

HERE

B8 General Disclosure Our Community
—HRBE E24 ko
Policies on community engagement to understand the needs of the communities
where the issuer operates and to ensure its activities take into consideration the
communities” interests.
BN E2ERBEREEMANBRRNEREARBEDEZ B RMER
B °
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Report of the Directors

i% FE

The Directors present their report and the audited consolidated financial
statements of the Company for the Year.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group is principally
engaged in the trading of millwork, furniture and facade fabrication and provision
of interior design, project consultancy and interior solutions services. Details of
the principal activities of the subsidiaries of the Company are set out in note 1 to
the audited consolidated financial statements. There were no significant changes
in the nature of the Group's principal activities during the Year.

BUSINESS REVIEW

A detailed review on the Group’s business performance and the material factors
underlying its financial position, as well as the development and likely future
prospects of the Group's business are provided throughout this annual report and
in particular under the following separate sections:

(@)  review of the Company’s business and financial position, and development
and future prospects of the Company’s business are shown in the
“Chairman’s Statement” and the “Management Discussion and Analysis”
sections of this annual report;

(b)  details of key performance indicators are shown in the sections headed
“Financial Highlights” and “Management Discussion and Analysis” of this
annual report;

(c)  the principal risks and uncertainties facing the Company are shown in the
“Principal Risks and Uncertainties” set out in the following section of this
report;

() the Group’s environmental policies and performance are shown in the
“Environmental, Social and Governance Report” (the “ESG Report”) of this
annual report and the section headed “Environmental Policies” below;

(e)  the Group’s key relationships with employees, customers and suppliers
are shown in the “Environmental, Social and Governance Report” of
this annual report and the section headed “Relationships with Key
Stakeholders” below; and

(fy  the Group’s compliance with the relevant laws and regulations are shown
in the “Environmental, Social and Governance Report” of this annual
report and the section headed “Compliance with Laws and Regulations”
below.
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Report of the Directors

The discussions referred to in the above form part of this Report of the Directors.

Details of important event occurring after the Year and up to the date of this
annual report are set out in the “Management Discussion and Analysis” section of
this annual report.

Key Risks and Uncertainties

The Board has overall responsibility for risk management and internal control.
The process by which the Group identifies and manages risk is set out in more
details in the corporate governance report of this annual report. The following
highlights some of the key risks affect the Group’s business:

The Group’s business is project-based. The types of projects we carry out
will vary and, in turn, our revenue mix may vary from time to time. Fee
collection and profit margin depend on the terms of the quotation and may
not be regular;

The duration of our projects varies and our clients do not have long term
commitments with us;

We depend on our suppliers and contractors to complete our projects and
to implement measures or procedures during the execution of our projects;

Our success is dependent on the retention of key management personnel;

Our business is dependent on the luxury goods sector and global
economic conditions; and

Luxury brands may reduce reliance on physical stores.

Please also refer to the note 29 to the audited consolidated financial statements
for the financial risks facing by the Group.
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Report of the Directors

i% FE

RELATIONSHIPS WITH KEY STAKEHOLDERS

The Group fully understands that employees, clients, suppliers and
sub-contractors are the key to our sustainable and stable development. The
Group is committed to establishing a close relationship with its employees,
enhancing cooperation with our suppliers and sub-contractors and providing
high-quality services to our customers so as to ensure the Group's sustainable
development.

a) Employees

Human resources and talents are vital to the creative business of
the Group. The Group offers a comprehensive range and attractive
remuneration package, insurance benefits, training opportunities and clear
career path with promotion opportunities to its employees. The Group
also continues to improve and regularly review and update its policies on
remuneration and benefits, training, occupational safety and health. The
Group maintains a good relationship with its employees and the turnover
rate is low.

b) Clients
The majority of the Group’s clients are global luxury goods and high-end
fashion brands with retail boutiques across the world. It is the Group’s
mission to satisfy different clients’ needs. The Group has established
business relationships with its five largest clients for an average of over five
years.

The Group has also established procedures in handling clients’ feedback
and complaints to ensure that clients’ opinions are dealt with in a prompt
and timely manner.

c) Suppliers and Sub-contractors
The Group generally do not enter into long term contracts with its suppliers
and its orders are placed on an as-needed basis depending on the project
schedule. The Group has established a long term and stable relationships
with its five largest suppliers and sub-contractors for over six years on
average. Over the years, the Group has been working closely with them
and have maintained good relationships.

In order to have a better and close monitoring of suppliers’ performance,
the Group’s management regularly conducts performance reviews
targeting the Group’s major suppliers and sub-contractors and
communicates with them for rectification and improvements.

Further discussions on the relationship with key stakeholders is set out in the ESG
Report.
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Report of the Directors

ENVIRONMENTAL POLICIES

The Group is committed to building an environmentally-friendly corporation
that pays close attention to conserving natural resources. The Group strives to
minimize its environmental impact by saving electricity and encouraging recycle
of office supplies and other materials. The Group believes that it is essential for it
to be as environmentally responsible as possible in the execution of its projects.
The fit-out construction services provided by its sub-contractors in Hong Kong are
subject to certain laws and regulations relating to environmental protection.

Further discussions on the environmental policies is set out in the ESG Report.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the Company’s subsidiaries
with projects located in various locations such as Hong Kong, Asia (excluding
Hong Kong and the PRC), Europe and the Middle East. The Group’s establishment
and operations accordingly shall comply with all applicable laws in the
jurisdictions where it has operations. To the best of the Directors’ knowledge,
information and belief on the date of this annual report, the Group has complied
in material respects with the relevant laws and regulations that have a significant
impact on the business and operation of the Company.

Further discussions on the compliance with laws and regulations is set out in the
ESG Report.

RESULTS AND DIVIDENDS

The results of the Group for the Year and the state of affairs of the Group at that
date are set out in the audited consolidated financial statements on pages 91 to
171 of this annual report.

The Board does not recommend the payment of any dividend for the Year.

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at the forthcoming annual
general meeting of the Company to be held on Friday, 20 November 2020 (the
“2020 AGM”), the register of members of the Company will be closed from
Tuesday, 17 November 2020 to Friday, 20 November 2020, both days inclusive,
during which period no transfer of Shares will be registered. In order to be
eligible to attend and vote at the 2020 AGM, all transfers of Shares accompanied
by the relevant share certificate(s) must be lodged with the Company’s branch
share registrar and transfer office in Hong Kong, Tricor Investor Services Limited
at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong for registration
not later than 4:30 p.m. on Monday, 16 November 2020.
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Report of the Directors

i% FE

FINANCIAL SUMMARY

A summary of the published financial results and of the assets and liabilities of
the Group for the Year, together with summary of the financial results and of the
assets and liabilities of the Group for the four years ended 30 June 2019 is set
out on page 172 of this annual report. This summary does not form part of the
audited consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the Group’s property, plant and equipment during the
Year are set out in note 13 to the audited consolidated financial statements.

SHARE CAPITAL

As at 30 June 2020, the Company’s issued share capital was HK$28,800,000 and
the number of its issued ordinary shares was 2,880,000,000 of HK$0.01 each.

Details of movements in the Company’s share capital during the Year are set out
in note 21 to the audited consolidated financial statements. Details of change
in the capital structure of the Company are set out in the paragraph headed
“Liquidity, Financial Resources and Capital Structure” in the section headed
“Management Discussion and Analysis” of this annual report.

RESERVES

Details of movements in the reserves of the Group and the Company during the
Year are set out in the consolidated statement of changes in equity and in notes
22 and 30(a) to the audited consolidated financial statements, respectively.

DISTRIBUTABLE RESERVES

As at 30 June 2020, the Company’s reserves available for distribution, calculated
in accordance with the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands, amounted to approximately HK$14.5
million. Such amount represented the sum of the Company’s share premium
and accumulated losses, which may be distributable provided that immediately
following the date on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as and when they fall due in the
ordinary of business.

PRE-EMPTIVE RIGHTS

There is no provisions for pre-emptive rights under the Articles of Association or
applicable laws of the Cayman Islands where the Company is incorporated.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries had purchased, redeemed or sold
any of the Company’s listed securities during the Year.
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Report of the Directors

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, revenue derived from the Group's five largest clients accounted
for approximately 69.3% of the total revenue of the Group for the Year and
revenue derived from the largest client for the Year amounted to approximately
HK$16.4 million, representing approximately 30.5% of the Group's total revenue
for the Year. Purchases from the Group’s five largest suppliers accounted for
approximately 62.7% of the total costs for the Year and purchase from the largest
supplier for the Year amounted to approximately HK$8.3 million, representing
approximately 22.6% of the Group’s total direct costs for the Year.

None of Directors, any of their close associates or any Shareholders (which, to
the best knowledge of the Directors, own more than 5% of the Company’s issued
share capital) had any beneficial interest in the Group's five largest customers or
five largest suppliers.

DIRECTORS

The Directors during the Year and up to the date of this annual report were:

Executive Directors

Mr. Lee Wai Sang (Chairman and Chief Executive Officer)
Mr. Lau King Lok

Mr. Leung Pak Yin

Independent non-executive Directors
Mr. So Chi Hang

Mr. Heng Ching Kuen Franklin

Mr. Shing Wai Yip

In accordance with Article 108(a) of the Articles of Association, Mr. Lee Wai Sang
and Mr. Leung Pak Yin will retire by rotation at the 2020 AGM. All of the retiring
Directors, being eligible, will offer themselves for re-election at 2020 AGM.
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Report of the Directors
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PERMITTED INDEMNITY PROVISION

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

Pursuant to the Articles of Association, every Director shall be indemnified and
secured harmless out of the assets of the Company from and against all actions,
costs, charges, losses, damages and expenses which they or any of them 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, or supposed duty in their respective offices;
provided that this indemnity shall not extend to any matter in respect of any fraud
or dishonesty which may attach to any of said persons.

Save for the above, at no time during the Year and up to the date of this annual
report, there was or is, any permitted indemnity provision (as defined in section
9 of the Companies (Directors’ Report) Regulation (Chapter 622D of the Laws of
Hong Kong)) being in force for the benefit at any of the Directors (whether made
by the Company or otherwise) or any of the directors of an associated company
(if made by the Company).

DIRECTORS’ PROFILES

Details of the Directors’ profiles are set out in the section headed “Profile of
Directors and Senior Management” of this annual report.

DIRECTORS” EMOLUMENTS

Details of the Directors emoluments are set out in note 8 to the audited
consolidated financial statements.

No Director has waived or has agreed to waive any emoluments and no
emoluments were paid by the Group to the Directors as an inducement to join or
upon joining the Group or as compensation for loss of office during the Year.

DIRECTORS’ SERVICE CONTRACTS OR LETTERS
OF APPOINTMENT

Each of the executive Directors has renewed his service contract with the
Company for a term of one year commencing from 9 September 2019. Upon
expiry of the term, each of them has further renewed his service contract with
the Company for a term of one year commencing from 9 September 2020, which
may be terminated by not less than three months’ notice served by either party on
the other.

Each of Mr. So Chi Hang and Mr. Heng Ching Kuen Franklin, being independent
non-executive Directors, has renewed his letter of appointment with the
Company for a term of one year commencing from 9 September 2019. Upon
expiry of the term, each of them has further renewed his letter of appointment
for a term of one year commencing from 9 September 2020, which may be
terminated by not less than three months’ notice served by either party on the
other.
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Report of the Directors

Mr. Shing Wai Yip, being independent non-executive Director, has enter into a
letter of appointment with the Company for a term of three years commencing
from 25 January 2019, which may be terminated by not less than three months’
notice served by either party on the other.

No Director proposed for re-election at the 2020 AGM has a service contract
with the Company which is not determinable by the Group 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 written confirmation of his independence pursuant to Rule 3.13 of the
Listing Rules. Based on such confirmations, the Company considers all of the
independent non-executive Directors are independent in accordance with Rule
3.13 of the Listing Rules.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save for transaction as disclose in the section headed “Non-Exempt Continuing
Connected Transactions” in this report, no transaction, arrangements or contract
of significance to the business of the Group to which the Company or any of its
subsidiaries or fellow subsidiaries was a party, and in which a Director or his
connected entity had a material interest, whether directly or indirectly, subsisted
at the end of the Year or at any time during the Year.

CONTRACTS OF SIGNIFICANCE

Save for transaction as disclose in the section headed “Non-Exempt Continuing
Connected Transactions” in this report, no contract of significance had been
entered into between the Company, or any of its subsidiaries, and the Controlling
Shareholder(s) or any of its subsidiaries at the end of the Year or at any time
during the Year.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any
substantial part of the business of the Group was entered into or in existence as at
the end of the Year or at any time during the Year.
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DIRECTORS” AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY OR ITS ASSOCIATED
CORPORATIONS

As at 30 June 2020, the interests and short positions of the Directors and chief
executive of the Company in the Shares, and underlying shares and debentures of
the Company or its associated corporations (within the meaning of Part XV of the
SFO), as recorded in the register required to be kept by the Company pursuant to
section 352 of the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code, were as follows:

EENFETHARERRASEAEEE
Wkt - EERG RESFEFNEZRA

R

R-Z-_TFERAZTH FRAREFRIBTHARR
RRmRERREE (EE R ES LA ERGIEXVE) &
Fxtn - HRBERR D RE ST B A CHER AR RAREES R
EROIFEVERTEFENECMNERZIAR - RE
BRETFHNMGARARBIANESLARIMT :

Long Position BR
Name and class of Shares held/ Approximately
The Company/Name of interested in the Company/ percentage of
Name of Director associated corporation Capacity/Nature of interest associated corporation shareholding
RARE/ B EERELZ
ESfih ARE/ AR EE AR 51/ Bt Bin 4 RS R BORER D
|
Lee Wai Sang The Company Interest in a controlled corporation and 1,800,000,000 Shares (Note) 62.50%
interest of spouse
FRE ENNY SEhaE kG RE B RS 1,800,000,0008 47 (#iZ) 62.50%
CGH (BVI) Limited Beneficial owner and interest of spouse 100 ordinary shares of US$1 each 100%
(Note)
CGH (BVI) Limited BaEfE AREBER 100BERIXTEBR (i) 100%

Note: Such Shares were registered in the name of CCH (BVI), a company owned as to 50%
and 50% by Mr. Lee and Ms. Leung. By virtue of the provisions of Part XV of the SFO,
Mr. Lee is deemed to be interested in all the Shares held by CGH (BVI). Besides, Mr.
Lee is the spouse of Ms. Leung. By virtue of the provisions of Part XV of the SFO, Mr.
Lee is deemed to be interested in the same number of Shares in which Ms. Leung is
deemed to be interested. Each of Mr. Lee and Ms. Leung is a director of CGH (BVI).
Mr. Lee is also deemed to be interested in the shares of CGH (BVI) held by Ms. Leung.

Save as disclosed above, as at 30 June 2020, none of the Directors and/or chief
executive of the Company nor their associates had or was deemed to have 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 would have 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 each of them has taken or deemed to have taken under
the SFO), or which would be required, pursuant to section 352 of the SFO, to be
entered in the register required to be kept therein or which would be required,
pursuant to the Model Code, to be notified to the Company and the Stock
Exchange.
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SUBSTANTIAL SHAREHOLDERS” AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at 30 June 2020, to the best knowledge of the Directors and the senior
management of the Company, the table below listed out the persons (other than
the Directors or chief executive of the Company), who had interests in the Shares
and underlying shares of the Company which would fall to be disclosed to the
Company pursuant to provision of Division 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 the SFO:

Long Position

Name of Shareholder Capacity/Nature of interest

BREH Sy EmitE

EE

FERRREMATREAR TR RAER
HHNERERAR

RIBZRFAAZTR RERAEERGREREMN
RE - TREFINARE RN KRR PR B RIRES
REEROIEXVEEREID BEXARNARARESR
CHRARARBEES R AL DI FI6ERTFENE
HELTMOEENAL(TEBRFAATNEFRIEARA
B)T

#R

Approximately

Number of Shares percentage of

CGH (BVI) Limited
CGH (BVI) Limited
Leung Mo Shan Jackie

Beneficial Owner

ESHAA

Interest in a controlled corporation and
interest of spouse

2R REtEE S MBS

held/interest in shareholding

BE /e
LR 4= BARBRES
1,800,000,000 (Note) 62.50%
1,800,000,000 (#f3%) 62.50%
1,800,000,000 (Note) 62.50%
1,800,000,000 (#7:t) 62.50%

Note: Such Shares were registered in the name of CGH (BVI), which is owned as to 50%
and 50% by each of Mr. Lee and Ms. Leung. By virtue of the provisions of Part XV of
the SFO, Ms. Leung is deemed to be interested in all the Shares held by CGH (BVI).
Besides, Ms. Leung is the spouse of Mr. Lee. By virtue of the provisions of Part XV of the
SFO, Ms. Leung is deemed to be interested in the same number of Shares in which Mr.
Lee is deemed to be interested.

Save as disclosed above, as at 30 June 2020, the Directors and the senior
management of the Company are not aware of any other person who had an
interest or short position in the Shares or underlying shares of the Company as
recorded in the register required to be kept by the Company pursuant to Section
336 of the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the section “Share Option Scheme” below, at no time
during the Year was the Company or its holding company, subsidiaries or fellow
subsidiaries a party to any arrangement to enable the Directors or the chief
executive of the Company or their associates to acquire benefits by means of
acquisitions of Shares in, or debentures of, the Company or any other body
corporate.
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SHARE OPTION SCHEME

On 22 August 2016, the Company adopted the Share Option Scheme, which
falls within the ambit of, and is subject to the regulations under Chapter 17 of
the Listing Rules. The Share Option Scheme is valid and effective during the
period commencing on 12 September 2016 and ending on 11 September 2026,
being the date falling ten years from the date on which the Share Option Scheme
became unconditional. A summary of the Share Option Scheme is as follows:

(1) The purpose of the Share Option Scheme is to recruit and retain
high-calibre employees, to attract human resources that are valuable to the
Group, to provide additional incentive or rewards to employees (full-time
and part-time), directors, consultants, advisors, contractors, suppliers,
customers and shareholders of the Group.

(2)  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, contractor,
supplier, consultant, advisor, customer or shareholder of the Group options
to subscribe for such number of Shares as it may determine in accordance
with the terms of the Share Option Scheme. 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 the Group.

(3)  An offer for the grant of options must be accepted within 7 days inclusive
of the day on which such offer was made. The amount payable by the
grantee of an option to the Company on acceptance of the offer for the
grant of an option is HK$10.

(4)  Unless otherwise determined by the Directors and stated in the offer
of grant of the share options to a grantee, there is no minimum period
required under the Share Option Scheme for the holding of a share option
before it can be exercised.

(5)  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 highest
of: (i) the closing price of the Shares as stated in the 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 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.
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(6)  The maximum number of Shares which may be allotted and issued
pursuant to the Share Option Scheme is as follows:

(a)

subject to sub-paragraph 6(b) and 6(c) below, the maximum number
of Shares issuable upon exercise of all options to be granted under
the Share Option Scheme and any other share option schemes of
the Company (excluding, for this purpose, Shares issuable upon
exercise of options which have been granted but which have lapsed
in accordance with the terms of the Share Option Scheme or any
other share option schemes of the Company) must not in aggregate
exceed 10% of all the Shares in issue, being 2,400,000,000 Shares
as at 12 September 2016, being the date on which the Shares are
listed on the Stock Exchange (the “General Scheme Limit”). Based
on the number of Shares in issue on 12 September 2016, being
the date on which the Shares are listed on the Stock Exchange, the
General Scheme Limit of the Share Option Scheme is 240,000,000
Shares.

The General Scheme Limit may be refreshed at any time by
obtaining approval of the Shareholders in general meeting provided
that the total number of Shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme and any
other share option schemes of the Company must not exceed 10%
of the Shares in issue as at the date of approval of the refreshed limit.
Options previously granted under the Share Option Scheme and
any other share option schemes of the Company (including those
outstanding, cancelled or lapsed in accordance with the terms of
the Share Option Scheme or any other share option schemes of the
Company) will not be counted for the purpose of calculating the
refreshed 10% limit.

The Company may seek separate approval of the Shareholders in
general meeting for granting options beyond the General Scheme
Limit provided the options in excess of the General Scheme Limit
are granted only to grantees specifically identified by the Company
before such approval is sought.

The aggregate number of Shares which may be issued upon exercise
of all outstanding options granted and yet to be exercised under the
Share Option Scheme and any other share option schemes of the
Company must not exceed 30% of the Shares in issue from time to
time. No options may be granted under the Share Option Scheme or
any other share option schemes of the Company if this will result in
such 30% limit being exceeded.
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(7)  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, in any 12-month
period up to the date of grant shall not exceed 1% of the Shares in issue.
Any further grant of options in excess of such limit must be separately
approved by Shareholders in general meeting with such grantee and his
associates abstaining from voting.

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

No options had been granted under the Share Option Scheme since its adoption.
As such, the total number of Shares available for issue upon exercise of the share
options to be granted under the Share Option Scheme was 240,000,000 Shares,
representing 8.3% of the Shares in issue as at the date of this annual report.

RELATED PARTY TRANSACTIONS

Details of material related party transactions of the Group undertaken in the
normal course of business are set out in note 25 to the audited consolidated
financial statements.

During the Year, certain related party transactions set out in note 25 to the
audited consolidated financial statements are regarded as connected transactions
or continuing connected transactions of the Group. Save for those as disclosed
below, none of which is required to be disclosed under Chapter 14A of the
Listing Rules. The Company confirmed that it has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules.

NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

Given that Mr. Lee is an executive Director and a controlling shareholder (as
defined under the Listing Rules) of the Company, Mr. Lee and his associates are
“connected persons” of the Company under Rules 14A.07(1) and (4) of the Listing
Rules.

As disclosed in the Prospectus and the announcements of the Company dated 26
June 2018 and 11 July 2018, the Group has carried out the following continuing
connected transactions (other than the continuing connected transactions that
are fully exempted under Rule 14A.76(1) of the Listing Rules) with Mr. Lee’s
associates during the Year:
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Max Contracting Framework Agreement

On 26 June 2018, the Company as purchaser entered into a framework
agreement (“Max Contracting Framework Agreement”) with Max
Contracting Limited (“Max Contracting”) as supplier for the purchase of
furniture, fixture and woodwork by the Group from Max Contracting for
a term of three years commencing from 1 July 2018 to 30 June 2021. The
price for woodwork, furniture and fixture to be supplied to the Group
under the Max Contracting Framework Agreement, has been and continue
to be determined by reference to the costs of materials plus a markup
within the range of 10% to 25% to be agreed on an arm'’s length basis.

As Max Contracting is owned as to approximately 33.3% by Mr. Lee,
Max Contracting is an associate of Mr. Lee, and is therefore a connected
person of the Company. Accordingly, the transactions contemplated under
the Max Contracting Framework Agreement thereby constitute continuing
connected transactions for the Company under Chapter 14A of the Listing
Rules.

The annual cap for the transaction amount with Max Contracting under the
Max Contracting Framework Agreement for the year ended 30 June 2020
is HK$7,200,000. For the year ended 30 June 2020, the actual transaction
amount paid/payable to Max Contracting amounted to approximately
HK$18,000.

Max Furniture Framework Agreement

On 26 June 2018, the Company as purchaser entered into a framework
agreement (“Max Furniture Framework Agreement”) with Max Furniture
Shenzhen Company Limited (AAKE(AYINERAF) (“Max Furniture”)
as supplier for the purchase of furniture, fixture and woodwork by the
Group from Max Furniture for a term of three years commencing from 1
July 2018 to 30 June 2021. The price of woodwork to be supplied to the
Company under the Max Furniture Framework Agreement has been and
continue to be determined by reference to the costs of materials plus a
markup within the range of 10% to 25% to be agreed on an arm’s length
basis.

As Max Furniture is a wholly-owned subsidiary of Max Contracting and
Max Contracting is in turn owned as to approximately 33.3% by Mr. Lee,
Max Furniture is an associate of Mr. Lee, and is therefore a connected
person of the Company. Accordingly, the transactions contemplated under
the Max Furniture Framework Agreement thereby constitute continuing
connected transactions for the Company under Chapter 14A of the Listing
Rules.

The annual cap for the transaction amount with Max Furniture under the
Max Furniture Framework Agreement for the year ended 30 June 2020
is HK$100,000. For the year ended 30 June 2020, the actual transaction
amount paid/payable to Max Furniture amounted to approximately HK$nil.
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Annual Review of Continuing Connected

Transactions
The independent non-executive Directors have reviewed and confirmed that for
the Year, the continuing connected transactions as set out above:

1) have been entered into in the ordinary and usual course of business of the
Group;

2) were on normal commercial terms or better; and

3) have been carried out in accordance with the relevant agreements
governing them on terms that are fair and reasonable and in the interests of
the Company and its shareholders as a whole.

The Company’s auditor, was engaged to report on the continuing connected
transactions in accordance with Hong Kong Standard on Assurance Engagements
3000 (Revised) “Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practice Note 740
“Auditor’s Letter on Continuing Connected Transactions under the Listing Rules”
issued by the Hog Kong Institute of Certified Public Accountants. The auditor has
issued an unqualified letter to the Board containing their findings and conclusions
in respect of the above continuing connected transactions under Rule 14A.56 of
the Listing Rules. The Company has provided a copy of the auditor’s letter to the
Stock Exchange as required under Rule 14A.57 of the Listing Rules.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the
knowledge of the Directors, the Company has maintained the prescribed public
float under the Listing Rules throughout the Year and has continued to maintain
such float as at the date of this annual report.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

None of the Directors and Controlling Shareholders nor their respective
associates were interested in any business which competes or is likely to
compete, either directly or indirectly, with the businesses of the Group pursuant
to Rule 8.10 of the Listing Rules during the Year.

COMPLIANCE AND ENFORCEMENT OF THE
NON-COMPETITION UNDERTAKING FROM
CONTROLLING SHAREHOLDERS

As disclosed in the Prospectus, each of the controlling shareholders (se
defined under the Listing Rules) of the Company, namely, Mr. Lee, Ms. Leung
and CGH (BVI) have entered into the deed of non-competition (“Deed of
Non-competition”) in favour of the Company on 22 August 2016 pursuant to
which the Controlling Shareholders irrevocably undertake to the Group that
they will not and will procure their close associates (except any member of the
Group) not to, directly or indirectly (whether in the capacity of principal or agent,
whether for its own benefit or jointly with or on behalf of any person, firm or
company, whether within or outside China), commence, engage in, participate
in or acquire any business which competes or may compete directly or indirectly
with the core business of the Group, being interior design business (“Restricted
Business”) or own any rights or interests in such business.

Details of the Deed of Non-competition have been set out in the paragraph
headed “Relationship with our controlling shareholders — Non-competition
Undertaking” of the Prospectus.

The Company has received a written confirmation from each of these controlling
shareholders (as defined under the Listing Rules) of the Company in respect of
their respective compliance and that of their respective close associates with
the Deed of Non-competition during the Year. The independent non-executive
Directors, having reviewed the confirmations and the status of compliance, were
satisfied that all the undertakings under the Deed of Non-competition have been
complied with by the Controlling Shareholders and duly enforced during the
Year.
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Report of the Directors

i% FE

CORPORATE GOVERNANCE

The Company recognizes the importance of good corporate governance for
enhancing the management of the Company as well as preserving the interests
of its Shareholders as a whole. The Company has adopted and committed to the
code provisions set out in the CG Code contained in Appendix 14 to the Listing
Rules and has prepared the corporate governance report, which is set out in the
section headed “Corporate Governance Report” of this annual report. The Board
will continue to review and monitor the practices of the Company with an aim to
maintaining the highest standard of corporate governance.

AUDITOR

The consolidated financial statements for the Year have been audited by BDO
Limited, who will retire, and being eligible, offer themselves for re-appointment at
the 2020 AGM. A resolution for the re-appointment of BDO Limited as auditor of
the Company is to be proposed at the 2020 AGM.

On behalf of the Board

Lee Wai Sang
Chairman

Hong Kong, 25 September 2020
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Independent Auditor’s Report

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

IBDO

EEE - +852 2218 8288
{&H : +852 2815 2239
www.bdo.com.hk

TO THE SHAREHOLDERS OF CROSSTEC GROUP HOLDINGS LIMITED
(ZREEZRERATF)
(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Crosstec Group
Holdings Limited (the “Company”) and its subsidiaries (hereafter collectively
referred to as the “Group”) set out on pages 91 to 171, which comprise the
consolidated statement of financial position as at 30 June 2020, and the
consolidated statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated statement
of cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 30 June 2020, and
of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies Ordinance.

Basis for opinion

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

Key audit matters

Key audit matters are those matters that, in our professional judgement, were
of most significance in our audit of the consolidated financial statements of
the current period. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
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Independent Auditor’s Report
RV LEES

Revenue recognition on contracts from interior

solutions projects
Refer to Note 3.1 (g), 3.2 (a) and 5 to the consolidated financial statements.

For the year ended 30 June 2020, the Group’s revenue from interior solutions
projects amounted to approximately HK$25,423,000.

The Group recognised revenue of contracts from interior solutions projects
over time by reference to the progress towards complete satisfaction of the
relevant performance obligation using input method, measured based on the
proportion of contract costs incurred for work performed to date relative to the
estimated total contract costs. Accordingly, revenue recognition on contracts
from interior solutions projects involves a significant degree of management
estimates and judgement, with estimates being made to assess the total
contract costs and stage of completion of the contract.

Our response:

- Obtaining an understanding of and evaluating internal controls on
recognition of contract revenue and costs;

- Discussing with project managers and the Group’s management about
the progress of the on-going contracts;

- Checking the contract sum to the underlying contracts entered
into with the customers and other relevant correspondences and
supporting documents in respect of variations in contract works or price
adjustments, on a sample basis;

- Evaluating the reasonableness of approved budgeted costs, including
(i) for subcontracting costs contracted for, agreeing the budgeted costs
to the underlying contracts; (ii) for estimation of costs not supported by
contracts, checking that the costs are included in accordance with the
contracts; and (iii) comparing the budgeted data with the actual data
recorded, taking into account the stage of completion achieved, on a
sample basis;

- Assessing the reasonableness of contract revenue recognised and the
stage of completion by reference to the actual cost incurred to date over
the approved budgeted costs on sample basis;

- Checking on a sample basis the progress billings and the actual costs
incurred on contract works to the underlying supporting documents
during the reporting period; and

- Reviewing financial budget prepared by the Group’s management for
each on-going contract to assess whether expected loss on contract was
properly recognised as an expense immediately.
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Independent Auditor’s Report

Impairment assessment of property, plant and
equipment
Refer to Note 3.1 (j), 3.2 (c) and 13 to the consolidated financial statements.

As at 30 June 2020, the Group had property, plant and equipment with
carrying amounts of approximately HK$18,960,000 after impairment.

Management is required to perform impairment assessment on the property,
plant and equipment where indicators of impairment are identified. For the
purpose of assessing impairment, certain assets were tested at cash generating
unit (“CGU") level while some assets were tested individually for impairment,
where applicable, and management has assessed the recoverable amount
of these assets based on higher of value in use and fair value less costs of
disposal. In carrying out the impairment assessments, significant management
judgement was used to appropriately identify CGU and to determine the key
assumptions and estimations. In addition, for the impairment assessment of the
Group's leasehold property, management has engaged independent qualified
professional valuer as the management’s expert in assisting the assessment
of the recoverable amount of this property. Based on above assessment
performed, for the year ended 30 June 2020, management concluded that total
impairment loss of approximately HK$8,525,000 was made in respect of the
Group’s property, plant and equipment.

Our response:

- Evaluating the appropriateness of the methodologies applied in
determining the recoverable amount of the CGU to which property,
plant and equipment have been allocated or individual asset, where
applicable, in the impairment test;

- Assessing the appropriateness of the management’s identification of
CGU based on our understanding of the Group’s business;

- Checking the appropriateness of key input data used in the assessment
of the recoverable amounts;

- Assessing the reasonableness of key assumptions and estimations used;
- Checking the mathematical accuracy of the calculation of the
recoverable amount of the CGU or individual asset, where applicable;

and

- Evaluating the competency, capabilities and objectivity of the
management’s expert

S@EELRARAS CROSSTEC Group Holdings Limited © © o o o 087

B RHERE

NE - BERREZRENSE

EtRlE e M BRAMT3.1() 3.2 %13 ¢
RZZ-EFE A=1TH - EEEZ9% BERR

Eﬂ@&Z%Eﬁnﬁm9wom%mo

EEEENERNETSNENE BERIBETRE
T HAMERENS  ETEERRBSELEM (B
SELEM ) ERETIRRSHEERARNMETRE
BE (ER)  MERBEREFERBERATERLE
RAMER RS ETAZSEEZARESE - HETH
EEEH CEEBELEAHE  NWBEMEIREES

B TETFERE KM b RUAEEZHE
MERITHETENS  EEEDZEBIABRELER
EMEAERENERR  BHTFHENENTREEE -
EF%LﬂZtL%ﬁ HE-_Z-ZFEXA=1HILE
E-EEBSHsERT W ZEEZDE BERR

fE Ve R (B B 18 498,525,000/ 7T °

AT RESHES:

- HEEEERENRT R %% =) G4
ReETEULEREE (NER) 2 RESEM
FRZTEREEE

- REETYH ASEEBCEBMIGRASELE

frZplREAE

- BEFETREE

.
2

ERERNAREANEREE

- HEMERZERERNMEGREAE:

- REAERSELEUXERNEE(MER) 2K

CEBHBEREN R

- FEERENSRZIE - EHREEE.



Independent Auditor’s Report
B RHERE

Other Information in the Annual Report

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

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

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

Directors’ responsibilities for the consolidated
financial statements

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

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

The directors are also responsible for overseeing the Group’s financial
reporting process. The Audit Committee assists the directors in discharging
their responsibility in this regard.
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Independent Auditor’s Report

Auditor’s responsibilities for the audit of the
consolidated financial statements

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

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

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

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

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

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

. 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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Independent Auditor’s Report
RV LEES

Auditor’s responsibilities for the audit of the
consolidated financial statements (continued)

. 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 directors, 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.

BDO Limited

Certified Public Accountants

Lo Ngai Hang

Practising Certificate Number P04743

Hong Kong, 25 September 2020
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Consolidated Financial Statements
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Consolidated Statement of Profit or Loss and REBERHM2ENER
Other Comprehensive Income
For the year ended 30 June 2020 HE-F-_FE A=1THIFE
Notes HK$'000 HK$’000
P FET THER
Revenue LN 5 53,789 95,336
Direct costs BEERRA (36,662) (64,073)
Gross profit EA 17,127 31,263
Other income Hip A 5 997 682
Other gain/(loss), net Hthizs/ (B518) 28 5 (8,980) (558)
Administrative expenses THEY (36,708) (40,993)
Finance costs AN 6 (802) -
Loss before income tax expense I‘%Fﬁ SHEXAIEE 7 (28,366) (9,606)
Income tax credit/(expense) TERES/ (FX) 10 162 (28)
Loss for the year and attributable fFW&ZM_\‘ﬂﬁﬁ}\
to owners of the Company EiEE (28,204) (9,634)
Item that may be reclassified HENEHI BZBENER
subsequently to profit or loss
Exchange differences on translating HINEBHEEENER =
foreign operations 8 247
Other comprehensive income FARKARERAEMN
for the year and attributable to Hit2EWA (NRHHE)
owners of the Company, net of tax 8 247
Total comprehensive income FRAREDAEEA
for the year and attributable to Eh2ERAER
owners of the Company (28,196) (9,387)
Losses per share ERER
Basic and diluted (HK cents) BEAR R (RL) 12 (1.13) (0.40)
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.vT\ = /\7J ﬁﬁ #&%

Consolidated Statement of Financial Position FEMERRE
As at 30 June 2020 REZFZFENA=TH
2020 2019
Notes HK$f0()£) HK$f009
iz FET FBT
Non-current assets FRBEE
Property, plant and equipment E I 13 18,960 4,589
Deposits B 15 1,817 2,816
20,777 7,405
Current assets REEE
Trade and other receivables W E 5 K E fbF/I8 15 6,488 14,044
Income tax recoverable AR Bl R 211 221
Pledged and restricted bank deposits B R IR BRI 16 7,920 =
Cash and cash equivalents RERBLEEY 17 19,541 40,009
34,160 54,274
Total assets mEE 54,937 61,679
Current liabilities REEE
Trade and other payables ﬂgﬁféf% R E A IR 18 14,495 20,280
Contract liabilities EHEE 19 4317 4,274
Lease liabilities %E‘E\ﬁf,\ 14 4,470 =
Income tax payable R PTE M - 38
23,282 24,592
Net current assets REBEEFE 10,878 29,682
Total assets less current liabilities HEERARBERS 31,655 37,087
Non-current liabilities ¥rREBERE
Other payable Hfth FE S RIE 18 - 450
Lease liabilities HEBE 14 12,560 =
Deferred tax liabilities EERIAAE 20 - 194
12,560 644
Total liabilities BELHE 35,842 25,236
NET ASSETS EERE 19,095 36,443
Capital and reserves BrRFE
Share capital (LN 21 28,800 24,000
Reserves &S 22 (9,705) 12,443
TOTAL EQUITY R 19,095 36,443
On behalf of the board of directors REESZE
Mr. Lee Wai Sang Mr. Leung Pak Yin
Y REALXE
Director Director
R EX
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Consolidated Statement of Changes in Equity

For the year ended 30 June 2020

l|'/-\ é E ﬁé

B &

HBE_F_FFENA=THIFFE

Attributable to owners of the Company

Asat 1)uly 2018

Loss for the year
Other comprehensive income for the year
Exchange differences on translating
foreign operations

Total comprehensive income for the year

As at 30 June 2019 and 1 July 2019

Loss for the year
Other comprehensive income for the year
Exchange differences on translating
foreign operations

Total comprehensive income for the year

Proceeds from placing of new shares (Note 21)

Issuing expenses of placing of new shares
(Note 21)

As at 30 June 2020

RZB-NEtA-A

ERER
EREf2ERA
MIZHREELH
EAZE
EREERAEE

RZB-nEXA=ZTHR
ZE-NEtE-H

EREE

EREMZAKA
HOEBREEER
ELES

FERZAMALE

REMKR 2 Bresa (i)

REMKER 2 27Rx (Fik)

RZB-BEAA=TH

ARARANER

Share Merger  Exchange  Accumulated

Share premium reserve reserve losses
capital ~ (Note 22(1))  (Note 22(if))  (Note 22(iii)) ~ (Note 22(iv)) Total

RkidE  AbtEE  EiRE  ZABR
B (Wan) (W) (W) (HE22m) it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TER ThT TiET T ThL
24,000 56,615 5329 (81) (40,033) 45,830
- - = - (9,634) (9,634)
- - - 247 - 247
= = = 247 (9,634) (9,387)
24,000 56,615 5329 166 (49,667) 36,443
= = = = (28,204) (28,204)
= = = 8 = 8
- - - 8 (28,204) (28,196)
4,800 6,384 - - - 11,184
- (336) - - - (336)
26,800 62,603 5329 174 (77,871) 19,09
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Consolidated Statement of Cash Flows REBRERER
For the year ended 30 June 2020 B _E_FFENA=1THIFE
Notes HK$'000 HK$’000
ik FET FET
CASH FLOWS FROM OPERATING ACTIVITIES R&ZEBFBRERE
Loss before income tax expense BR BT 1525t 79 S AT B 18 (28,366) (9,606)
Adjustments for: FE
Interest income MEBWA 5 (161) (298)
Interest on lease liabilities HEEEHNE 6 802 -
Rent concessions MERE 14 (5) -
Impairment loss on property, plant WE - BB RZEAR
and equipment and right-of-use assets FREEEREERE 7 8,525 -
Impairment loss on financial assets SREEREER 7 522 -
Depreciation of property, plant and equipment ~ ¥1% * B/E R B & 13 7,243 1,569
Unrealised exchange loss, net ABERER BB TR - 692
Bad debt written off kb 7 - 172
Operating loss before working capital changes #EE£#EAI 2 K& FHE (11,440) (7,471)
Decrease/(increase) in trade and other receivables FEWE 5 & E b FKIER L/
(18:4n) 8,033 (512)
Decrease in trade and other payables JERTE 5 R fth IR (5,626) (557)
Increase in contract liabilities B4 B EEM 43 4,274
Decrease in amounts due from customers for  EUNZF & 4 T2 FRIE R >
contract work - 424
Decrease in amounts due to customers for EREFEAHTIERY
contract work D - (1,216)
Cash used in operations KEFAR S (8,990) (5,058)
Income tax (paid)/refunded (Bf) /REFER (60) 662
Net cash used in operating activities REFEFARAR & HE (9,050) (4,396)
CASH FLOWS FROM INVESTING ACTIVITIES REZBFIERERE
Interest received REVEPSS 161 298
Purchases of property, plant and equipment BEDE BELRE (9,253) (292)
Increase in pledged and restricted bank deposits 2 # 1 [ 5 R | #1777 5038 N (7,920) -
Net cash (used in)/generated from investing BBEE (FTA) /FBRE %
activities (17,012) 6
CASH FLOWS FROM FINANCING ACTIVITIES BEERBRERERE
Repayment of principal portion of lease liabilities (&% & & & E’J$§*KT 26 (4,460) -
Repayment of interest portion of lease liabilities 1E&%H & & E&H 8 & 26 (802) -
Proceeds from placing of new shares B &R NS ifxlﬁi 11,184 -
Issuing expenses of placing of new shares B EHRIN A LMY (336) -
Net cash generated from financing activities REEDMEH R 5,586 -
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.vT\ = /\7J ﬁﬁ #&43,%

Consolidated Statement of Cash Flows BEBERER(E)
(continued)
For the year ended 30 June 2020 B - E-_FENA=FHIFE
Notes HK$'000 HK$'000
Bt 5t THT THT
NET DECREASE IN CASH AND ReRBSEENRLFE
CASH EQUIVALENT (20,476) (4,390)
Effect of exchange rate on cash and XURe LR eEEVNTE
cash equivalents 8 (392)
Cash and cash equivalents at beginning of year FHR & KR & ZEY 40,009 44,791
CASH AND CASH EQUIVALENTS AT FRESRBASEEY
END OF YEAR 19,541 40,009

ANALYSIS OF BALANCES OF CASH AND REeRBESSENERZIN
CASH EQUIVALENTS

Cash and bank balances Re MIRTTEH 17 14,541 27,989
Non-pledged time deposits with original maturity 7 H45 HTJ? AHRLIR=MA

of less than three months when acquired ZEEREBRER 17 5,000 12,020
Cash and cash equivalents as stated in the GRERERERMIIZEAER

consolidated statement of cash flows REeEEY 19,541 40,009
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GENERAL INFORMATION

Crosstec Group Holdings Limited (the “Company”) was incorporated in
the Cayman Islands on 18 March 2016, as an exempted company with
limited liability under the Companies Law (2004 revision) Chapter 22
of the Cayman Islands and its shares are listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
registered office of the Company is located at the offices of P.O. Box
1350, Clifton House, 75 Fort Street, Grand Cayman KY1-1108, Cayman
Islands. The headquarter and principal place of business in Hong Kong
is located at 20th Floor, 625 King’s Road, North Point, Hong Kong.

The Company is an investment holding company. The Company and its
subsidiaries (collectively as the “Group”) is principally engaged in the
trading of millwork, furniture and facade fabrication and provision of
interior design, project consultancy, maintenance and interior solutions
services.

In the opinion of the directors of the Company, the Company’s
immediate and ultimate holding company is CGH (BVI) Limited, a
company incorporated in the British Virgin Islands (the “BVI1").
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Notes to Financial Statements

1. GENERAL INFORMATION (continued)

Information about subsidiaries
Details of the Company’s subsidiaries are as follows:

Place and date of
incorporation and

Percentage of equity attributable
to the Company

Name of entity form of business structure ARAEEREADY,
Gl AR EVEEDY
EELR RBEREWA 200 2019
Direct ~ Indirect Direct
B i B

Indirect

B

B RS S M ot

1. —RENE

FRREAANESR
ARANBLRAMFENT -

Issued and fully paid Principal

ordinary share capital activities and principal

or registered capital place of business
BEARAREER

RsiEfER IEEPRIZERNE

Crosstec (BVI) Limited

Crosstec (BVI) Limited

Crosstec Group Limited

HEEEARAT

|

Crosstec International
Limited

HEERARLA

(2 Concept Limited
REZRRSARAA
CPI Holdings Limited

CPI Holdings Limited

Crosstec Business
Management Limited

HRAFERARLA

BVI, 21 March 2016, limited
liability company

REERRS
It SR
Zt-B ARAA
Hong Kong, 10 May 2007,
limited liability company
55 CTRLE
EATE ARAR
Hong Kong, 17 May 2007,
limited liability company

BE TELE
ERTtA ARAA

Hong Kong, 22 January 2019,
limited liability company
i S
—-A=t=R ARAH
Hong Kong, 22 March 2018,
limited liability company
5 2 )\E
ZAZtTZR BRAR
Hong Kong, 21 April 1999,
limited liability company
B —WANE
MA=+-B BRAR

100%

100%

100%

100%

100%

100%

100%
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100%

100%

100%

100%

100%

HK$100 divided into 100
shares of HK$1 each

100742 100
sha@Erakn
Ordinary shares of HK$100,000

100,000 T & &R

Ordinary shares of HK$100,000

100,007 & &%

Ordinary shares of HK$1
1ETERK

Ordinary shares of HK$1
1ETERK

Ordinary shares of HK$100,000

100,000/ 70 &

Investment holding, Hong Kong

REER &R

Investment holding, Hong Kong

REER 2R

Trading of millwork, furniture and
facade fabrication and provision of
interior design, project consultancy,
maintenance and interiors solutions
services, Hong Kong

HESE  RERARE  HEANR
BERENRRREAR: BA
#i RRRENERNERG B

Provision of interiors solutions services,
Hong Kong
REZRERAERE B4

Investment holding, Hong Kong

REER &R

Provision of labour and management
services, Hong Kong

RESDARERRE B
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GENERAL INFORMATION (continued)

Information about subsidiaries (continued)
Details of the Company’s subsidiaries are as follows: (continued)

Place and date of
incorporation and

Name of entity form of business structure
A AR AR
REAR SRR

2020
Direct

BR

Percentage of equity attributable
to the Company
ARAREREADL

1. —RENE

FRNBLRNENE)
RARMBARNFENT : (&)

Issued and fully paid
ordinary share capital
or registered capital

BETRBREBR

Principal
activities and principal
place of business

IREHRIRERNE

Crosstec Trading Shenzhen People’s Republic of China
Company Limited (“Z22 ~ (“PRC") 4 December 2009,

ZEHRIERDA)  limited liability company

ZREEA(RY)AR  EARANE(TE])

AR “ERNET-ARA
BRAT

Crosstec (Shenzhen) PRC, 5 December 2017,

Contracting Company  limited liability company
Limited (%2 (RHI) %
HIRERAR)

SR(MINKHTE  PE —F-tF
ERAT TZRER ARAT
CX (Macau) Limited Macau, 17 December 2013,
(‘R (M) limited liability company

~ABRAA)

nBE(RF)-ABR  BF —F-=F
B TZATLR BRAR

o

Crosstec Design Consultants Hong Kong, 3 October 2016,

Limited limited liability company
PRFHBRERAR  EA ZE-ETAZR
ERAR
Crosstec Overseas Holdings - Amsterdam, the Netherlands,
BV. 28 November 2016, limited

liability company
Crosstec Overseas Holdings HRMEEA RS - 274
BV. t=A=tN\B - ERAT

Crosstec Milano s.r..
(Note (i) limited liability company

Crosstec Milanosr. — EAFIRE —5—1F
R T-AnB BRAH

Milano, Italy, 9 November 2016,

—Z-ZHEHE Annual Report 2020

2019
Indirect Direct  Indirect
i % i
100% - 100%
100% - 100%
100% - 100%
100% - 100%
100% - 100%
- - 100%

Registered capital
of HK$1,500,000

1,500,000 L & A&

Registered capital of
RMB2,000,000

ARH2,000,0007 BB

Registered capital of Macao
Patacas (‘MOP")25,000

25,0002 5%
(sl AR

Ordinary shares of HK$100,000
100,000 & &R

EURT, divided into 1 share of
EURT each

IBTHRABIR
BREERTHRE

EUR10,000, divided into 10,000
shares of EURT each

10,0008 7572 A10,0008%
SRAEE ARG

Trading of millworks and furniture, PRC

HESE FRRARMRAR
HE

Furniture and facade fabrication and
provision of interior design, project
consultancy and interiors solutions
services, PRC

RIEARERBEN REHER
Rt EEFARZEABANE
B4

Trading of millwork, furniture and facade
fabrication and provision of interior
design, project consultancy and
interiors solutions services, Macau

HESE  FERARE  KRUR
BRMENRRREARG
REFAREARAN KRS - 27

Provision of interior design services,
Hong Kong

RUEEARTRE - BR

Investment holding, Netherland

RERK ¥

Provision of marketing and liaising
services to the inter-group companies,
Italy

nEERARRETSERR
B&ms BAH
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1. GENERAL INFORMATION (continued) 1. —RERE
Information about subsidiaries (continued) FHENBEARMNEN (&)
Details of the Company’s subsidiaries are as follows: (continued) ARAMBRARMFENT : (&)

Place and date of Percentage of equity attributable Issued and fully paid Principal
incorporation and to the Company ordinary share capital activities and principal
Name of entity form of business structure NS¢ Elie or registered capital place of business
GBIV EEDY BETRBREER
ERAR SHRENA 2020 2019 BAZNER IRFPRIZERHA
Direct  Indirect Direct ~ Indirect

ER & BR B
|

Crosstec USA Inc. Delaware, The United States, - - - 100% USD10, divided into 1,000 shares  Provision of marketing and liaising
(Note i) 19 December 2016, of USD0.01 each services to the inter-group companies,
limited liability company The United States
Crosstec USA Inc. XERNEN —F-AF 10X 47 1,008 8 R REERARRETSERR
(Kt&E(i) tZAthR BRAR AEN0IETHRE BERE X8
Crosstec Design Solution ~ Berlin, Germany, 20 January - 100% - 100% EUR25,000, divided into 25,000 Provision of marketing and liaising
GMBH 2017, limited liability shares of EURT each services to the inter-group companies,
company Germany
Crosstec Design Solution {2 &1iRAf - ZF—t 5 25,000BR 7175 £25,0008% AEERLRRETSERER
i ~A=tR ARAT SHERIRTORY BiRH 28
Crosstec (London) Limited ~ England & Wales, 23 July 2015, - 100% - 100% GBP100, divided into Dormant, United Kingdom
(Formerly known as limited liability company 100 shares of GBP1 each
Cyclo Technology
Limited) (Notefiii)
Crosstec (London) Limited ¥ % RAAE - —F-0F 1002557 B100R &K EREx 28
(IfCyclo Technology  tA=T=H ERAR HEIEENRR
Liited) (¥ &(i)
Davenport (HK) Holdings  Hong Kong, 6 April 2018, - 100% - 100% Ordinary shares of HK$1 Investment holding, Hong Kong
Limited limited liability company
Davenport (HK) Holdings &% * ZE—/\EMARA - BT EER REBR  BE
Limited BRAOE
Trinity Facade Hong Kong, 2 May 2019, - 100% - 100%  Ordinary shares of HKS1 Provision of facade management services,
Sustainability Technology  limited liability company Hong Kong
(Hong Kong) Limited
FoRRRUREMR BE CTNE IETERR RUSREERY 2%
(B8)BRAA TAZR ARAF
Trinity Facade Hong Kong, 5 September 2018, - 100% - 100%  Ordinary shares of HKS1 Investment holding, Hong Kong
Sustainability limited liability company
Technology Limited
FoRBREIRE BE CE)\F 1ETERK REERK %k
HERERAT ARLR  FRAF
Notes: Vi
(i) During the year, a subsidiary, Crosstec Milano s.r.l. has been deregistered. (i) ER) - BB F]Crosstec Milano s.r.|. B i #45HH
(ii) During the year, a subsidiary, Crosstec USA Inc. has been deregistered. (ii) Ry BB R F]Crosstec USA Inc. B L5
(i) During the year, the name of a subsidiary, Cyclo Technology Limited was (i) FA - WERECyclo Technology LimitedE 5% 5
changed to Crosstec (London) Limited. Crosstec (London) Limited °
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Notes to Financial Statements

B SR Mot

2.1. BASIS OF PREPARATION

()

Statement of compliance

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”), Hong Kong Accounting Standards (“HKASs”)
and Interpretations (hereinafter collectively referred to as the
“HKFRSs”) and the disclosure requirements of the Hong Kong
Companies Ordinance (“Companies Ordinance”). In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
Stock Exchange (“Listing Rules”).

Basis of measurement

The consolidated financial statements have been prepared
under the historical cost basis. The measurement bases are fully
described in the accounting policies below.

Functional and presentation currency
The consolidated financial statements are presented in Hong

Kong dollars (“HK$"), which is also the functional currency of the
Company, and all values are rounded to the nearest thousands,
except when otherwise indicated. Each entity in the Group
maintains its books and records in its own functional currency.

2.2 ADOPTION OF HKFRSs

(a)

Adoption of new/revised HKFRSs — effective

1 July 2019
HKFRS 16 Leases
HK(IFRIC)-Int 23 Uncertainty over Income Tax
Treatments
Amendments to HKFRS 9 Prepayment Features with
Negative Compensation
COVID-19-Related Rent Concessions
(early adopted)

Amendment to HKFRS 16

Amendments to HKAS 19 Plan Amendment, Curtailment or
Settlement

Long Term Interest in Associates
and Joint Ventures

Annual Improvements to

HKFRSs 2015-2017 Cycle

Amendments to HKAS 28

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

The impact of the adoption of HKFRS 16 “Leases” and
Amendments to HKFRS 16 “COVID-19-Related Rent
Concessions” have been summarised in below. The other new or
amended HKFRSs that are effective from 1 July 2019 did not have
any significant impact on the Group’s accounting policies.
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Notes to Financial Statements

2.2 ADOPTION OF HKFRSs (continued)

(a) Adoption of new/revised HKFRSs — effective

1 July 2019 (continued)
HKFRS 16 — Leases

(i)

Impact of the adoption of HKFRS 16

HKFRS 16 brings significant changes in accounting
treatment for lease accounting, primarily for accounting
for lessees. It replaces HKAS 17 “Leases” (“HKAS 17”),
HK(IFRIC)-Int 4 “Determining whether an Arrangement
contains a Lease”, HK(SIC)-Int 15 “Operating
Leases-Incentives” and HK(SIC)-Int 27 “Evaluating the
Substance of Transactions Involving the Legal Form of
a Lease”. From a lessee’s perspective, almost all leases
are recognised in the statement of financial position as
right-of-use assets and lease liabilities, with the narrow
exception to this principle for leases which the underlying
assets are of low-value or are determined as short-term
leases. From a lessor’s perspective, the accounting
treatment is substantially unchanged from HKAS 17. For
details of HKFRS 16 regarding its new definition of a lease,
its impact on the Group’s accounting policies and the
transition method adopted by the Group as allowed under
HKFRS 16, please refer to section (ii) to (v) of this note.

The Group has initially applied HKFRS 16 as from 1
July 2019. The Group has elected to use the modified
retrospective approach. The right-of-use asset is recognised
at the date of initial application (1 July 2019) at an amount
equal to the lease liability, adjusted by the amount of any
prepaid or accrued lease payments relating to that lease
recognised in the consolidated statement of financial
position immediately before the date of initial application.
Comparative information has not been restated and
continues to be reported under HKAS 17.
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2.2 ADOPTION OF HKFRSs (continued)

(@) Adoption of new/revised HKFRSs - effective
1 July 2019 (continued)

HKFRS 16 — Leases (continued)
(i) Impact of the adoption of HKFRS 16 (continued)

The following tables summarised the impact of transition to
HKFRS 16 on consolidated statement of financial position
as of 30 June 2019 to that of 1 July 2019 as follows
(increase/(decrease)).

22 GMBRMBREERE)

@ BpHTT/ BETEEHEREE
Bl-RZE-NFLtA—-BENE)
BABHEEE 165 -HE ()

i) FABEGHREENE 65 E
(&)
TRBNBEEEBUHEHRELELZE
16N _E-NERAZTAERZ
T— jﬁtﬂ EE’Ji“-‘AW%HﬁiRiE
R ZOEm,/ ()

HK$'000
TR

Consolidated statement of financial position

i/\‘_— F—NFLH—HH

as at 1 July 2019 HEBR I
Right-of-use assets presented in property, VN E RN E
plant and equipment EREEE 19,802
Trade and other payables JERTE 5 K H th 508 (609)
Lease liabilities (current) HEBE(RD) 5,235
Lease liabilities (non-current) MEaREGERD) 15,176
The following reconciliation explains how the operating DAT%TQEEEEE@:Z?—Hﬁﬁﬂzﬁ‘
lease commitments disclosed applying HKAS 17 at the EREEAEEGTENF17HRR
end of 30 June 2019 could be reconciled to the lease E?E’]ﬁ“‘%fﬁ SREENYIRER B H
liabilities at the date of initial application recognised in ZE-NFLA-ANEERBRR
the consolidated statement of financial position as at 1 July FERNHERBNYE

2019:

HK$'000
TR

Reconciliation of operating lease commitment
to lease liabilities

Operating lease commitment as of 30 June 2019

Less: short term leases for which lease terms end
within 30 June 2020

Add: adjustments on non-lease components

Less: future interest expenses

Total lease liabilities as of 1 July 2019

The weighted average lessee’s incremental borrowing rate
applied to lease liabilities recognised in the statement of
financial position as at 1 July 2019 is 4.50%.
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2.2 ADOPTION OF HKFRSs (continued) 22 FNEEBMEREER(E)
(a) Adoption of new/revised HKFRSs — effective @ BOHI/ RETERTEREE

A-RZZ-NFELA-BRER(E
BEYBHEEAE 65— HE (&)

1 July 2019 (continued)
HKFRS 16 - Leases (continued)

(ii)

The new definition of a lease

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

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

The Group has elected not to separate non-lease
components and account for all each lease component
and any associated non-lease components as a single lease
component for all leases.
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2.2 ADOPTION OF HKFRSs (continued)

(a) Adoption of new/revised HKFRSs — effective

1 July 2019 (continued)

HKFRS 16 — Leases (continued)

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

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

The Group recognised a right-of-use asset and a lease
liability at the date of adoption of HKFRS 16, i.e. T July
2019.

Right-of-use asset

The right-of-use asset should be recognised at cost and
would comprise: (i) the amount of the initial measurement
of the lease liability (see below for the accounting policy
to account for lease liability); (ii) any lease payments
made at or before the commencement date, less any lease
incentives received; (iii) any initial direct costs incurred
by the lessee and (iv) an estimate of costs to be incurred
by the lessee in dismantling and removing the underlying
asset to the condition required by the terms and conditions
of the lease, unless those costs are incurred to produce
inventories. Except for right-of-use asset that meets the
definition of an investment property, the Group measures
the right-of-use assets applying a cost model. Under the
cost model, the Group measures the right-to-use at cost,
less any accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of lease
liability.
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2.2 ADOPTION OF HKFRSs (continued) 22 GMBRMBREERE)
(a) Adoption of new/revised HKFRSs — effective (@ HEMHT/ RETEERBREE
1 July 2019 (continued) A-RZZE-NEtB-BEX(E
HKFRS 16 — Leases (continued) BEHKEEEAZ 65— HE (&)
(iii)  Accounting as a lessee (continued) (i)  AHEANBIE(E)
Right-of-use asset (Continued) ERREE (&)

For leasehold land and buildings which is held for own use
would continue to be accounted for under HKAS 16 and
would be carried at cost less any accumulated depreciation
and any impairment losses. The adoption of HKFRS 16
therefore does not have any significant impact on these
right-of-use assets. Other than the above right-of-use
assets, the Group also has leased a number of properties
under tenancy agreements which the Group exercises it
judgement and determines that it is a separate class of asset
apart from the leasehold land and buildings which is held
for own use. As a result, the right-of-use asset arising from
the properties under tenancy agreements are carried at
depreciated cost.

Lease liability

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

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

Subsequent to the commencement date, a lessee shall
measure the lease liability by: (i) increasing the carrying
amount to reflect interest on the lease liability; (ii) reducing
the carrying amount to reflect the lease payments made;
and (i) remeasuring the carrying amount to reflect any
reassessment or lease modifications, e.g., a change in future
lease payments arising from change in an index or rate, a
change in the lease term, a change in the in substance fixed
lease payments or a change in assessment to purchase the
underlying asset.
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2.2 ADOPTION OF HKFRSs (continued) 22 BRHGEBUMBHREER(E)
(a) Adoption of new/revised HKFRSs — effective @ FHFT/ RETEBHEREE

A-RZZ-NFLA-RER(AE
BENBHEENZ 16 -HE (&)

1 July 2019 (continued)
HKFRS 16 - Leases (continued)

(iv)  Accounting as a lessor (iv) HEABIE
The accounting under HKFRS 16 for a lessor is substantially BEMBREENFI6FAT 2 HAE
unchanged from the requirements under HKAS 17. The ABFHERBEGHERNF17RNA
Group did not enter into leases as lessor during the year. EABMER - REERF AL EIAL
The adoption of HKFRS 16 does not have significant impact BASOHIUEE - RBEERBR
on these financial statements. EERFRHULENBRRLEE

ATE-
(v)  Transition v BE

As mentioned above, the Group has applied HKFRS
16 using the modified retrospective approach where
the right-of-use asset is recognised at the date of initial
recognition as an amount equal to the lease liability, using
the lessee’s prevailing incremental borrowing rate at the
date of initial application (1 July 2019), adjusted for any
prepaid or accrued lease payments relating to that lease
that were recognised in the statement of financial position
immediately before the date of initial application (1 July
2019). The comparative information presented in 2019 has
not been restated and continues to be reported under HKAS
17 and related interpretations as allowed by the transition
provision in HKFRS T6.

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

The Group has elected to recognise all the right-of-use
assets at 1 July 2019 for leases previously classified
operating leases under HKAS 17. The Group chooses, on a
lease-by-lease basis, to measure that right-of-use asset at an
amount equal to the lease liability, adjusted by the amount
of any prepaid or accrued lease payments relating to that
lease recognised in the statement of financial position
immediately before the date of initial application. HKAS
36 was applied to right-of-use assets at the date of initial
application.
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2.2 ADOPTION OF HKFRSs (continued) 22 RpBEBMEREER (E)
(a) Adoption of new/revised HKFRSs — effective @ BOHI/ RETERTEREE

1 July 2019 (continued)
HKFRS 16 - Leases (continued)

A-RZZ-NFELA-BRER(E
BEYBHEEAE 65— HE (&)

(v)

Transition (continued)

The Group has also applied the follow practical expedients:
(i) applied a single discount rate to a portfolio of leases
with reasonably similar characteristics and (ii) applied
the exemption of not to recognise right-of-use assets and
lease liabilities for leases with term that will end within 12
months of the date of initial application (1 July 2019) and
accounted for those leases as short-term leases.

In addition, the Group has also applied the practical
expedients such that: (i) HKFRS 16 is applied to all of the
Group's lease contracts that were previously identified as
leases applying HKAS 17 and HK(IFRIC)-Int 4 “Determining
whether an Arrangement contains a Lease” and (ii) not
to apply HKFRS 16 to contracts that were not previously
identified as containing a lease under HKAS 17 and
HK(IFRIC)-Int4.
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2.2 ADOPTION OF HKFRSs (continued)
(a) Adoption of new/revised HKFRSs — effective @)

22 RMERUKEEREL(E)
BT/ RETERNBREE

1 July 2019 (continued)
Amendment to HKFRS 16 — COVID-19-Related Rent Concessions

The Group elected to early adopt amendment to HKFRS 16
“COVID-19 - Related Rent Concessions” which is effective for
annual reporting periods beginning on or after 1 June 2020.

The amendment provides lessees (but not lessors) with relief in
the form of an optional exemption from assessing whether a rent
concession related to COVID-19 is a lease modification. Lessees
can elect to account for rent concessions in the same way as they
would if they were not lease modifications.

The practical expedient applies only to rent concessions occurring
as a direct consequence of the COVID-19 pandemic and only if
all of the following conditions are met:

. the change in lease payments results in revised
consideration for the lease that is substantially the same as,
or less than, the consideration for the lease immediately
preceding the change;

. any reduction in lease payments affects only payments
originally due on or before 30 June 2021; and

. there is no substantive change to other terms and
conditions of the lease.

The Group has applied the practical expedient to rent concessions
that meet the above conditions in respect of lease arrangements
for which lease liabilities are recognised. During the year ended
30 June 2020, an amount of approximately HK$5,000 is credited
to the profit or loss to reflect changes in lease liabilities that arise
from rent concessions.
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Notes to Financial Statements

2.2 ADOPTION OF HKFRSs (continued)
(a) Adoption of new/revised HKFRSs — effective

1 July 2019 (continued)
HK(IFRIC)-Int 23 — Uncertainty over Income Tax Treatments

The interpretation supports the requirements of HKAS 12, Income
Taxes, by providing guidance over how to reflect the effects of
uncertainty in accounting for income taxes.

Under the interpretation, the entity shall determine whether to
consider each uncertain tax treatment separately or together
based on which approach better predicts the resolution of
the uncertainty. The entity shall also assume the tax authority
will examine amounts that it has a right to examine and have
full knowledge of all related information when making those
examinations. If the entity determines it is probable that the tax
authority will accept an uncertain tax treatment, then the entity
should measure current and deferred tax in line with its tax filings.
If the entity determines it is not probable, then the uncertainty in
the determination of tax is reflected using either the “most likely
amount” or the “expected value” approach, whichever better
predicts the resolution of the uncertainty.

Amendments to HKFRS 9 — Prepayment Features with Negative
Compensation

The amendments clarify that prepayable financial assets with
negative compensation can be measured at amortised cost or
at fair value through other comprehensive income if specified
conditions are met — instead of at fair value through profit or loss.
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2.2 ADOPTION OF HKFRSs (continued)

()

Adoption of new/revised HKFRSs — effective
1 July 2019 (continued)

Amendments to HKAS 19 — Plan amendments, Curtailment or
Settlement

The amendments clarify that on amendment, curtailment or
settlement of a defined benefit plan, a company should use
updated actuarial assumptions to determine its current service
cost and net interest for the period. Additionally, the effect of the
asset ceiling is disregarded when calculating the gain or loss on
any settlement of the plan and is dealt with separately in other
comprehensive income.

Annual Improvements to HKFRSs 2015-2017 Cycle - Amendments
to HKFRS 3, Business Combinations

The amendments issued under the annual improvements process
make small, non-urgent changes to standards where they are
currently unclear. They include amendments to HKFRS 3 which
clarifies that when a joint operator of a business obtains control
over a joint operation, this is a business combination achieved in
stages and the previously held equity interest should therefore be
remeasured to its acquisition date fair value.

Annual Improvements to HKFRSs 2015-2017 Cycle - Amendments
to HKFRS 11, Joint Arrangements

The amendments issued under the annual improvements process
make small, non-urgent changes to standards where they are
currently unclear. They include amendments to HKFRS 11
which clarify that when a party that participates in, but does
not have joint control of, a joint operation which is a business
and subsequently obtains joint control of the joint operation, the
previously held equity interest should not be remeasured to its
acquisition date fair value.

Annual Improvements to HKFRSs 2015-2017 Cycle - Amendments
to HKAS 12, Income Taxes

The amendments issued under the annual improvements process
make small, non-urgent changes to standards where they are
currently unclear. They include amendments to HKAS 12
which clarify that all income tax consequences of dividends are
recognised consistently with the transactions that generated the
distributable profits, either in profit or loss, other comprehensive
income or directly in equity.
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Notes to Financial Statements

2.2 ADOPTION OF HKFRSs (continued)

(a) Adoption of new/revised HKFRSs — effective

1 July 2019 (continued)
Annual Improvements to HKFRSs 2015-2017 Cycle — Amendments
to HKAS 23, Borrowing Costs

The amendments issued under the annual improvements process
make small, non-urgent changes to standards where they are
currently unclear. They include amendments to HKAS 23 which
clarifies that a borrowing made specifically to obtain a qualifying
asset which remains outstanding after the related qualifying asset
is ready for its intended use or sale would become part of the
funds an entity borrows generally and therefore included in the
general pool.

(b) New/revised HKFRSs that have been issued

but are not yet effective

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

Definition of a Business

HEBZER

Amendments to HKFRS 3 ‘
BB REERER BT
Amendments to HKFRS 3

BRI REERER 2 BT HE SRR R
Amendments to HKAS 1 and HKAS 8 Definition of Material
BERSHENRIRR HEAITEE

BAGIERFES 2 BT
Amendments to HKAS 1
BERGENFIR 2B
Amendments to HKFRS 9, HKAS 39

and HKFRS 7
BEAMBREEAET - HELHER

EIR BRI BREENETR 2B
Amendments to HKFRS 10 and HKAS 28

ERUBREENEI0RR
BAGIHERFE285 2 57T

Amendments to HKFRS 1, HKFRS 9 and
HKFRS 16

ERYBREEDES  BERBREER
FORREANBRERNE 65 285]

Amendments to HKAS 16

BAGTENE 165 2T

Amendments to HKAS 37

EAGTHERE 7R 2B

BRENBARDAIRD

FlERENE

Note:

The amendments were originally intended to be effective for periods beginning
on or after 1 January 2018. The effective date has now been deferred/removed.
Early application of the amendments continue to be permitted.
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Reference to the Conceptual Framework

Classification of Liabilities as Current or Non-current

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

RAEZHREBENAFA R LR ANAENER LS
Annual improvements to HKFRSs 2018-2020

SR \FECT-REEANBREEN ERLE
Property, Plant and Equipment — Proceeds before Intended Use
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Onerous Contracts - Cost of Fulfilling a Contract
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Effective Date
EHAH
1 January 2020
—Z-FF-A-A
1 January 2022
—T-5-A-AH
1 January 2020
—E-FF-A-H
1 January 2023
—TZ=5-f-H
1 January 2020
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1 January 2022
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2.2 ADOPTION OF HKFRSs (continued)

(b)

New/revised HKFRSs that have been issued

but are not yet effective (continued)

The Group is in the process of making an assessment of what the
impact of these amendments and new standards is expected to be
in the period of initial application. So far it has concluded that the
adoption of them is unlikely to have a significant impact on the
Group's consolidated financial statements.

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

()

Business combination and basis of

consolidation

The consolidated financial statements comprise the financial
statements of the Company and its subsidiaries (“the Group”).
Inter-company transactions and balances between group
companies together with unrealised profits are eliminated in full
in preparing the consolidated financial statements. Unrealised
losses are also eliminated unless the transaction provides
evidence of impairment on the asset transferred, in which case the
loss is recognised in profit or loss.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated statement of profit or loss
and other comprehensive income from the effective dates of
acquisition or up to the effective dates of disposal, as appropriate.
Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into
line with those used by other members of the Group.
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Notes to Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Business combination and basis of

consolidation (continued)

Acquisition of subsidiaries or businesses is accounted for using
the acquisition method. The cost of an acquisition is measured
at the aggregate of the acquisition-date fair value of assets
transferred, liability incurred and equity interests issued by the
Group, as the acquirer. The identifiable assets acquired and
liability assumed are principally measured at acquisition-date fair
value. The Group’s previously held equity interest in the acquiree
is re-measured at acquisition-date fair value and the resulting
gains or losses are recognised in profit or loss. The Group may
elect, on a transaction-by-transaction basis, to measure the
non-controlling interests that represent present ownership interests
in the subsidiary either at fair value or at the proportionate share
of the acquiree’s identifiable net assets. All other non-controlling
interests are measured at fair value unless another measurement
basis is required by HKFRSs. Acquisition-related costs incurred are
expensed unless they are incurred in issuing equity instruments in
which case the costs are deducted from equity.

Any contingent consideration to be transferred by the acquirer is
recognised at acquisition-date fair value. Subsequent adjustments
to consideration are recognised against goodwill only to the
extent that they arise from new information obtained within
the measurement period (@ maximum of 12 months from the
acquisition date) about the fair value at the acquisition date.
All other subsequent adjustments to contingent consideration
classified as an asset or a liability are recognised in profit or loss.

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate
of the fair value of the consideration received and the fair value of
any retained interest and (ii) the previous carrying amount of the
assets (including goodwill), and liability of the subsidiary and any
non-controlling interest. Amounts previously recognised in other
comprehensive income in relation to the subsidiary are accounted
for in the same manner as would be required if the relevant assets
or liability were disposed of.

Subsequent to acquisition, the carrying amount of non-controlling
interests that represent present ownership interests in the
subsidiary is the amount of those interests at initial recognition
plus such non-controlling interest’s share of subsequent
changes in equity. Total comprehensive income is attributed
to such non-controlling interests even if this results in those
non-controlling interests having a deficit balance.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

Subsidiaries

A subsidiary is an investee over which the Company is able to
exercise control. The Company controls an investee if all three
of the following elements are present: power over the investee,
exposure, or rights, to variable returns from the investee, and the
ability to use its power to affect those variable returns. Control is
reassessed whenever facts and circumstances indicate that there
may be a change in any of these elements of control.

In the Company’s statement of financial position, investments in
subsidiaries are stated at cost less impairment loss, if any. The
results of subsidiaries are accounted for by the Company on the
basis of dividend received and receivable.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated

depreciation and accumulated impairment losses. The cost of
property, plant and equipment includes its purchase price and the
costs directly attributable to the acquisition of the items.

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

Property, plant and equipment are depreciated so as to write
off their cost net of expected residual value over their estimated
useful lives on a straight-line basis. The useful lives, residual
value and depreciation method are reviewed, and adjusted if
appropriate, at the end of each reporting period. The principal
annual rates are as follows:

Building
Right-of-use assets

50 years

Over the shorter of the respective
lease terms or 50 years

Over the shorter of the respective
lease terms or 5 years

Leasehold improvements

Furniture and fixtures 25%
Office equipment 20% t0 33.3%
Motor vehicles 30%

An asset is written down immediately to its recoverable amount
if its carrying amount is higher than the asset’s estimated
recoverable amount.

The gain or loss on disposal of an item of property, plant and
equipment is the difference between the net sale proceeds and its
carrying amount, and is recognised in the profit or loss on disposal.
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Notes to Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(d) A. Leasing (accounting policies applied from
1 July 2019)

(i)

Accounting as a lessee

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

Right-of-use asset

The right-of-use asset should be recognised at cost and
would comprise: (i) the amount of the initial measurement
of the lease liability (see below for the accounting policy
to account for lease liability); (ii) any lease payments
made at or before the commencement date, less any lease
incentives received; (i) any initial direct costs incurred
by the lessee and (iv) an estimate of costs to be incurred
by the lessee in dismantling and removing the underlying
asset to the condition required by the terms and conditions
of the lease, unless those costs are incurred to produce
inventories. The Group measures the right-of-use assets
applying a cost model. Under the cost model, the Group
measures the right-to-use at cost, less any accumulated
depreciation and any impairment losses, and adjusted for
any remeasurement of lease liability. For right-of-use asset
that meets the definition of an investment property, they are
carried at fair value and for right-of-use asset that meets the
definition of a leasehold land and buildings held for own
use, they are carried at depreciated cost.
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Notes to Financial Statements

B SR Mot

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(d) A. Leasing (accounting policies applied from
1 July 2019) (continued)

(i)

Accounting as a lessee (continued)

Lease liability

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

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

Subsequent to the commencement date, the Group
measures the lease liability by: (i) increasing the carrying
amount to reflect interest on the lease liability; (ii) reducing
the carrying amount to reflect the lease payments made;
and (iii) remeasuring the carrying amount to reflect any
reassessment or lease modifications, e.g., a change in future
lease payments arising from change in an index or rate, a
change in the lease term, a change in the in substance fixed
lease payments or a change in assessment to purchase the
underlying asset.
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Notes to Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(d) A. Leasing (accounting policies applied from
1 July 2019) (continued)

(i)

Accounting as a lessee (continued)

COVID-19-related rent concessions

Rent concessions relating to lease contracts that occurred
as a direct consequence of the COVID-19 pandemic, the
Group has elected to apply the practical expedient not to
assess whether the change is a lease modification if all of
the following conditions are met:

. the change in lease payments results in revised
consideration for the lease that is substantially the
same as, or less than, the consideration for the lease
immediately preceding the change;

o any reduction in lease payments affects only
payments originally due on or before 30 June 2021;
and

. there is no substantive change to other terms and
conditions of the lease.

A lessee applying the practical expedient accounts for
changes in lease payments resulting from rent concessions
the same way it would account for the changes applying
HKFRS 16 “Leases” if the changes were not a lease
modification. Forgiveness or waiver of lease payments are
accounted for as variable lease payments. The related lease
liabilities are adjusted to reflect the amounts forgiven or
waived with a corresponding adjustment recognised in the
profit or loss in the period in which the event occurs.
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Notes to Financial Statements

B SR Mot

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(d) B. Leasing (accounting policies applied until

30 June 2019)

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

The Group as lessee

Assets held under finance leases are initially recognised as assets
at their fair value or, if lower, the present value of the minimum
lease payments. The corresponding lease commitment is shown
as a liability. Lease payments are analysed between capital and
interest. The interest element is charged to profit or loss over
the period of the lease and is calculated so that it represents a
constant proportion of the lease liability. The capital element
reduces the balance owed to the lessor.

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

Financial instruments

(i) Financial assets
A financial asset (unless it is a trade receivable without
a significant financing component) is initially measured
at fair value plus, for an item not at fair value through
profit or loss (“FVTPL”), transaction costs that are directly
attributable to its acquisition or issue. A trade receivable
without a significant financing component is initially
measured at the transaction price.

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

Financial assets with embedded derivatives are considered
in their entirely when determining whether their cash flows
are solely payment of principal and interest.
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Notes to Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e) Financial instruments (continued)

(i)

Financial assets (continued)

Debt instruments

Subsequent measurement of debt instruments depends on
the Group’s business model for managing the asset and
the cash flow characteristics of the asset. There are three
measurement categories into which the Group classifies its
debt instruments:

Amortised cost: Assets that are held for collection of
contractual cash flows where those cash flows represent
solely payments of principal and interest are measured
at amortised cost. Financial assets at amortised cost are
subsequently measured using the effective interest rate
method. Interest income, foreign exchange gains and losses
and impairment are recognised in profit or loss. Any gain
on derecognition is recognised in profit or loss.

Fair value through other comprehensive income
(“FVTOCI”): Assets that are held for collection of
contractual cash flows and for selling the financial assets,
where the assets’ cash flows represent solely payments
of principal and interest, are measured at FVTOCI. Debt
investments at FVTOCI are subsequently measured at
fair value. Interest income calculated using the effective
interest rate method, foreign exchange gains and losses and
impairment are recognised in profit or loss. Other net gains
and losses are recognised in other comprehensive income.
On derecognition, gains and losses accumulated in other
comprehensive income are reclassified to profit or loss.

FVTPL: Financial assets at FVTPL include financial assets
held for trading, financial assets designated upon initial
recognition at FVTPL, or financial assets mandatorily
required to be measured at fair value. Financial assets
are classified as held for trading if they are acquired for
the purpose of selling or repurchasing in the near term.
Derivatives, including separated embedded derivatives, are
also classified as held for trading unless they are designated
as effective hedging instruments. Financial assets with
cash flows that are not solely payments of principal and
interest are classified and measured at FVTPL, irrespective
of the business model. Notwithstanding the criteria for debt
instruments to be classified at amortised cost or at FVTOCI,
as described above, debt instruments may be designated
at FVTPL on initial recognition if doing so eliminates, or
significantly reduces, an accounting mismatch.
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Notes to Financial Statements

B RS S M ot

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e) Financial instruments (continued)

(i)

(ii)

Financial assets (continued)

Equity instruments

On initial recognition of an equity investment that is not
held for trading, the Group could irrevocably elect to
present subsequent changes in the investment’s fair value
in other comprehensive income. This election is made on
an investment-by-investment basis. Equity investments at
FVTOCI are measured at fair value. Dividend income are
recognised in profit or loss unless the dividend income
clearly represents a recovery of part of the cost of the
investments. Other net gains and losses are recognised in
other comprehensive income and are not reclassified to
profit or loss. All other equity instruments are classified
as FVTPL, whereby changes in fair value, dividends and
interest income are recognised in profit or loss.

Impairment loss on financial assets

The Group recognises loss allowances for expected credit
loss (“ECLs”) on trade and other receivables, and other
financial assets measured at amortised cost and debt
investments measured at FVTOCI. The ECLs are measured
on either of the following bases: (1) 12 months ECLs: these
are the ECLs that result from possible default events within
the 12 months after the reporting date: and (2) lifetime
ECLs: these are ECLs that result from all possible default
events over the expected life of a financial instrument.
The maximum period considered when estimating ECLs is
the maximum contractual period over which the Group is
exposed to credit risk.

ECLs are a probability-weighted estimate of credit losses.
Credit losses are measured as the difference between
all contractual cash flows that are due to the Group in
accordance with the contract and all the cash flows that the
Group expects to receive. The shortfall is then discounted
at an approximation to the assets’ original effective interest
rate.

The Group has elected to measure loss allowances for
trade and retention receivables using HKFRS 9 simplified
approach and has calculated ECLs based on lifetime ECLs.
The Group has established a provision matrix that is based
on the Group’s historical credit loss experience, adjusted
for forward-looking factors specific to the debtors and the
economic environment.
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Notes to Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e) Financial instruments (continued)

(ii)

Impairment loss on financial assets (continued)
For other debt financial assets, the ECLs are based on
the 12-month ECLs. However, when there has been a
significant increase in credit risk since origination, the
allowance will be based on the lifetime ECLs.

When determining whether the credit risk of a financial
asset has increased significantly since initial recognition
and when estimating ECL, the Group considers reasonable
and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative
and qualitative information analysis, based on the Group’s
historical experience and informed credit assessment and
including forward-looking information.

The Group assumes that the credit risk on a financial asset
has increased significantly if it is more than 30 days past
due.

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

failure to make payments of principal or interest on
their contractually due dates;

- an actual or expected significant deterioration in
a financial instrument’s external or internal credit
rating (if available);

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

- existing or forecast changes in the technological,
market, economic or legal environment that have a
significant adverse effect on the debtor’s ability to
meet its obligation to the Group.

Definition of default

For internal credit risk management, the Group considers
an event of default occurs when information developed
internally or obtained from external sources indicates that
the debtor is unlikely to pay its creditors, including the
Group, in full (without taking into account any collaterals
held by the Group). Irrespective of the above, the Group
considers that default has occurred when a financial
asset is more than 90 days past due unless the Group has
reasonable and supportable information to demonstrate that
a more lagging default criterion is more appropriate.
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Notes to Financial Statements

B SR Mot

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e) Financial instruments (continued)

(ii)

(iif)

Impairment loss on financial assets (continued)
Credit-impaired financial assets

The Group considers a financial asset to be credit impaired
when: (1) significant financial difficulty of the issuer or the
counterparty; (2) a breach of contract, such as a default
or past due event; (3) the lender(s) of the counterparty,
for economic or contractual reasons relating to the
counterparty’s financial difficulty, having granted to the
counterparty a concession(s) that the lender(s) would
not otherwise consider; (4) it is becoming probable that
the counterparty will enter bankruptcy or other financial
reorganisation; or (5) the disappearance of an active market
for that financial asset because of financial difficulties.

Interest income on credit-impaired financial assets is
calculated based on the amortised cost (i.e. the gross
carrying amount less loss allowance) of the financial asset.
For non credit-impaired financial assets interest income is
calculated based on the gross carrying amount.

Write-off policy

The gross carrying amount of a financial asset is written
off (either partially or in full) to the extent that there is no
realistic prospect of recovery. This is generally the case
when the Group determines that the debtor does not have
assets or sources of income that could generate sufficient
cash flows to repay the amounts subject to the write-off.

Subsequent recoveries of an asset that was previously
written off are recognised as a reversal of impairment in
profit or loss in the period in which the recovery occurs.

Financial liabilities

The Group classifies its financial liabilities, depending
on the purpose for which the liabilities were incurred.
Financial liabilities at amortised costs are initially measured
at fair value, net of directly attributable costs incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade, other
payables and accruals, and lease liabilities are subsequently
measured at amortised cost, using the effective interest
method. The related interest expense is recognised in profit
or loss.

Gains or losses are recognised in profit or loss when
the liability are derecognised as well as through the
amortisation process.
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Notes to Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e) Financial instruments (continued)

(iv)

(v)

(vi)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income or interest expense over
the years. The effective interest rate is the rate that exactly
discounts estimated future cash receipts or payments
through the expected life of the financial asset or liability,
or where appropriate, a shorter period.

Equity instruments
Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Derecognition

The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation to
the financial asset expire or when the financial asset has
been transferred and the transfer meets the criteria for
derecognition in accordance with HKFRS 9.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires.
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Notes to Financial Statements
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(f)

Foreign currencies

Transactions entered into by group entities in currencies other
than the currency of the primary economic environment in which
they operate (the “functional currency”) are recorded at the rates
ruling when the transactions occur. Foreign currency monetary
assets and liability are translated at the rates ruling at the end
of reporting period. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated.
Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit
or loss in the period in which they arise.

On consolidation, income and expense items of foreign
operations are translated into the presentation currency of the
Group (i.e. Hong Kong dollars) at the average exchange rates for
the year, unless exchange rates fluctuate significantly during the
period, in which case, the rates approximating to those ruling
when the transactions took place are used. All assets and liability
of foreign operations are translated at the rate ruling at the end
of reporting period. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated in
equity as foreign exchange reserve (attributed to minority interests
as appropriate). Exchange differences recognised in profit or loss
of group entities’ separate financial statements on the translation
of long-term monetary items forming part of the Group’s net
investment in the foreign operation concerned are reclassified
to other comprehensive income and accumulated in equity as
foreign exchange reserve.
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Notes to Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(g)

Revenue recognition

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or services
underlying the particular performance obligation is transferred
to customers. A performance obligation represents a good or
service that is distinct or a series of distinct goods or services
that are substantially the same. Control is transferred over time
and revenue is recognised over time by reference to the progress
towards complete satisfaction of the relevant performance
obligation if one of the following criteria is met:

1) the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the Group
performs;

2)  the Group’s performance creates or enhances an asset that
the customer controls as the Group performs; or

3)  the Group’s performance does not create an asset with
an alternative use to the Group and the Group has an
enforceable right to payment for performance completed to
date.

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct good or service.

Depending on the terms of the contract and the laws that apply to
the contract, control of the goods or service are transferred by the
Group to customers or at a point in time or over time as follows:

Point in time
(i)  Sale of millwork and furniture, and facade fabrication is
recognised when the goods are delivered

Over time

() Income from interior solutions projects

(i) Maintenance service income

(iii)  Design and project consultancy service income
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Notes to Financial Statements
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31
POLICIES (continued)

(g) Revenue recognition (continued) (g)

EXETHRBEA)

WARR (&)

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

Other income
Interest income is accrued on a time basis on the principal
outstanding at the applicable interest rate.

Contract assets and contract liabilities

A contract asset represents the Group's right to consideration in
exchange for services that the Group has transferred to a customer
that is not yet unconditional. In contrast, a receivable represents
the Group’s unconditional right to consideration, i.e. only the
passage of time is required before payment of that consideration is
due.

A contract liability represents the Group’s obligation to transfer
services to a customer for which the Group has received
consideration (or an amount of consideration is due) from the
customer.

A contract asset is recognised over the period in which the
services are performed representing the Group's right to
consideration for the services performed because the rights are
conditioned on the Group’s future performance in achieving
specified milestones. The contract assets are transferred to trade
debtors when the rights become unconditional.

128 e o o o O —EZ-THEEHE Annual Report 2020

HANBEEREND  REPRHEEE—F
HERRPBRE SRR RBNEANE - I
ARBHRBERREREBORENE T
ERARRAEEERFNEBRERX SN
BEHR - WANBEERAAEEREEAR
EMEHOBREDD - RIEZAOEINRA
BRANBEMELNERNT A BN
BHX - SRR EERAAENEMRR
BER—FRERNGH  MERTEMH
HFEABSHOEREEN R RHBR
TEREARERNNT BETHEE

HhA
FLER ARERFIRB R KA S0
B -

ANEERAHAR
BHNEEEASERNEFARAKER
ERORBURABORN (HARKAEE
fF) < AR - BUGREASERRKED
BRIER > BVRENHEBA EFE R
%o

HaBEEAR
RENEHE

=T o>

SERCUREBEPRE(HE
) MABRRE TERFOE

BHEERRERBNANAEAUARARSE
EREBRBMAERREORE  RRALE
BNMENASERREBETERRRNE
DITRRENE - EENRAERKEE 80
EEBBERIEN -



Notes to Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(h)

Income taxes
Income taxes for the year comprise current tax and deferred tax.

Current tax is based on the profit or loss from ordinary activities
adjusted for items that are non-assessable or disallowable for
income tax purposes and is calculated using tax rates that have
been enacted or substantively enacted at the end of reporting
period.

Deferred tax is recognised in respect of temporary differences
between the carrying amounts of assets and liability for financial
reporting purposes and the corresponding amounts used for tax
purposes. Except for recognised assets and liability that affect
neither accounting nor taxable profits, deferred tax liability are
recognised for all temporary differences. Deferred tax assets are
recognised to the extent that it is probable that taxable profits
will be available against which deductible temporary differences
can be utilised. Deferred tax is measured at the tax rates
expected to apply in the period when the liability is settled or
the asset is realised based on tax rates that have been enacted or
substantively enacted at the end of reporting period.

Deferred tax liability are recognised for taxable temporary
differences arising on investments in subsidiaries, except where
the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary difference will not
reverse in the foreseeable future.

Income taxes are recognised in profit or loss except when they
relate to items directly recognised in other comprehensive income
in which case the taxes are also directly recognised in other
comprehensive income.

Provisions and contingent liability

Provisions are recognised for liability of uncertain timing or
amount when the Group has a legal or constructive obligation
arising as a result of a past event, which will probably result in an
outflow of economic benefits that can be reasonably estimated.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, the existence of which will only be confirmed by
the occurrence or non-occurrence of one or more future events,
are also disclosed as contingent liability unless the probability of
outflow of economic benefits is remote.
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Notes to Financial Statements
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(j)

Impairment of non-financial assets

At the end of each reporting period, the Group reviews the
carrying amounts of assets (other than inventories and financial
assets) to determine whether there is any indication that those
assets have suffered an impairment loss or an impairment loss
previously recognised no longer exists or may have decreased.

If the recoverable amount (i.e. the greater of the fair value less
costs of disposal and value in use) of an asset is estimated to be
less than its carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately in profit or loss, unless
the relevant asset is carried at a revalued amount under another
HKFRSs, in which case the impairment loss is treated as a
revaluation decrease under that HKFRSs.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as
income immediately in profit or loss, unless the relevant asset is
carried at a revalued amount under another HKFRSs, in which
case the reversal of the impairment loss is treated as a revaluation
increase under that HKFRSs.

Value in use is based on the estimated future cash flows
expected to be derived from the asset, 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 or cash generating unit.
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Notes to Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(k) Employee benefits

(i)

(ii)

(iif)

Defined contribution retirement plan

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

The employees of the Company’s subsidiaries which
operates outside Hong Kong are required to participate
in pension schemes. The Company is required to make
contributions for these employees, pursuant to the local
regulations. The contributions are charged to profit or loss,
as they become payable in accordance with the respective
rules of the pension schemes.

Short-term employee benefits

Short-term employee benefits are recognised when they
accrue to employees. In particular, a provision is made for
the estimated liability for annual leave as a result of services
rendered by employees up to the end of reporting period.
Non-accumulating compensated absences such as sick
leave and maternity leave are not recognised until the time
of leave.

Termination benefits

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

Government grants

Grants from the government are recognised at their fair value
where there is a reasonable assurance that the grant will be
received and the Group will comply with all attached conditions.
Government grants relating to costs are deferred and recognised
in profit or loss over the period necessary to match them with
the costs that they are intended to compensate and are presented
separately from the costs.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(m) Share-based payments

Where share options are awarded to employees and others
providing similar services, the fair value of the services received
is measured by reference to the fair value of the options at the
date of grant. Such fair value is recognised in profit or loss over
the vesting period with a corresponding increase in the share
option reserve within equity. Non-market vesting conditions are
taken into account by adjusting the number of equity instruments
expected to vest at the end of each reporting period so that,
ultimately, the cumulative amount recognised over the vesting
period is based on the number of options that eventually vest.
Market vesting conditions are factored into the fair value of the
options granted. As long as all non-market vesting conditions are
satisfied, a charge is made irrespective of whether the market
vesting conditions are satisfied.

Where the terms and conditions of options are modified before
they vest, the increase in the fair value of the options, measured
immediately before and after the modification, is also recognised
in profit or loss over the remaining vesting period.

Cash and cash equivalents

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

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand and at
banks which are not restricted as to use.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 BEASHHEEBE(E)

POLICIES (continued)

(0) Related parties (o) B®ER
(@ A person or a close member of that person’s family is @ (WBATAL BZALHZALH
related to the Group if that person: TRRBKE AR E R B

(i)

(ii)

(iii)

has control or joint control over the Group;

has significant influence over the Group; or

is a member of key management personnel of the
Group or the Group's parent.

An entity is related to the Group if any of the following
conditions apply:

(i)

The entity and the Group are members of the same
group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).

(i)

(if)

(iii)
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(i)  One entity is an associate or joint venture of the (i) —HERAZ-ERNBEEL
other entity (or an associate or joint venture of a ARAELNA (REEKER
member of a group of which the other entity is a AlMEE A RKEERE] M
member). A-ERRZEENKER

a) e

(i) Both entities are joint ventures of the same third (i) MEAERERR-F=7H04

party. B e

(iv)  One entity is a joint venture of a third entity and the vy —RERBAX-F=7EEHN

other entity is an associate of the third entity. BRERF MA—ERARLE
ZHERNBELRF -

(v)  The entity is a post-employment benefit plan for the v ZERBRAZEREAKER
benefit of the employees of the Group or an entity PR B RERLIE SR M M R
related to the Group. BB BRI &l -

(vi)  The entity is controlled or jointly controlled by a Vi) FZEBXQEMZSIHALE
person identified in (a). GEEGE D

(vii) A person identified in (a)(i) has significant influence (vii) Iﬁﬁﬁuﬁkﬁumkiﬂmﬁ
over the entity or is a member of key management ﬁ-ﬁiﬁ Ve ABRE
personnel of the entity (or of a parent of the entity). (FZEBHERA) E’JEE B

BEKE -
(viii) The entity, or any member of a group of which it is a (vii) ZERIZERBED N

part, provides key management personnel services to M & B TERBKE A Rlm A
the Group or the Group’s parent. SEIARERATRNRIE
ERABRE
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 BEASHHEEBE(E)

POLICIES (continued)

(0) Related parties (continued)
Close members of the family of a person are those family
members who may be expected to influence, or be influenced by,
that person in their dealings with the entity and include:

(i) that person’s children and spouse or domestic partner;
(i) children of that person’s spouse or domestic partner; and

(iii)  dependents of that person or that person’s spouse or
domestic partner.

3.2 CRITICAL ACCOUNTING JUDGEMENTS

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The preparation of the consolidated financial statements of the Group
requires management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets and
liability, and the disclosure of contingent liability, at the end of each
reporting period. However, uncertainty about these assumptions and
estimates could result in outcomes that require a material adjustment to
the carrying amount of the asset or liability affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of
estimation uncertainty at the end of each reporting period, that have a
significant risk of causing a material adjustment to the carrying amounts
of assets and liability within the next financial year, are described
below. The Group based its assumptions and estimates on parameters
available when the consolidated financial statements were prepared.
However, existing circumstances and assumptions about future
developments may change due to market changes or circumstances
arising beyond the control of the Group. Such changes are reflected in
the assumptions when they occur.
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Notes to Financial Statements

3.2 CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Estimates and assumptions (continued)

(a)

(b)

Revenue recognition

The Group recognises revenue of contracts from interior solutions
projects over time using an input method based on the progress
towards satisfaction of the services, measured based on proportion
of contract cost incurred for work performed to date relative to the
estimated total contract cost. Accordingly, revenue recognition
involves a significant degree of judgement, with estimates being
made to assess the total contract costs and on progress towards
complete satisfactions of the contract and to provide appropriately
for onerous contracts. The actual outcomes in terms of total cost
or revenue may be higher or lower than estimated at the end
of each reporting period, which would affect the revenue and
profit recognised in future years as an adjustment to the amounts
recorded to date.

Impairment of trade and retention receivables

The Group applies the simplified approach to provide for ECL
in respect of trade and retention receivables. The provision rates
are based on groupings of various debtors that have similar loss
patterns and the Group’s historical default rates (taking into
consideration forward-looking information that is receivable and
supportable available without undue costs or effort. At every
reporting date, the historical observed default rates are reassessed
and changes in the forward-looking information are considered. In
addition, trade and retention receivables with significant balances
and credit impaired are assessed for ECL individually.
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3.2 CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Estimates and assumptions (continued)

(c)  Impairment of property, plant and equipment
The Group assesses whether there are any indicators of
impairment for property, plant and equipment at the end of the
reporting period. The property, plant and equipment are tested for
impairment when there are indicators that the carrying amounts
may not be recoverable. For the purposes of impairment testing,
certain assets were tested at cash-generating unit level while
some assets were tested individually for impairment. Management
judgement is required in the area of asset impairment particularly
in assessing: (i) whether the carrying amount of an asset can be
supported by the recoverable amount, being the higher of fair
value less cost of disposal or value in use; and (ii) the appropriate
key assumptions to be applied in preparing cash flow projections
including whether these cash flow projections are discounted
using an appropriate rate.

In performing its review of recoverability, the Group estimated
the discounted future cash flows under value in use calculations
expected to result from the use of the assets. The cash flow
estimates used in the review are consistent with management’s
best estimate of the range of economic conditions that will exist
over the remaining useful life of the asset and are consistent with
past actual outcome. These estimates would face a challenge due
to the COVID-19 pandemic, therefore management’s estimated
cash flows factor in a number of ranges of possible cash flow
scenarios.

(d)  Recognition of deferred tax assets

The extent to which deferred tax assets can be recognised is based
on an assessment of the probability of the Group's future taxable
profit against which the deferred tax assets can be utilised, which
involves a number of assumptions and estimates relating to the
operating environment of the Group and requires a significant
level of judgement exercised by management. Any change in such
assumptions and judgement would affect the carrying amounts of
deferred tax assets to be recognised and hence the profit in future
periods.
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SEGMENT INFORMATION

Operating segments

The Group was principally engaged in the trading of millwork,
furniture and facade fabrication and provision of interior design, project
consultancy, maintenance and interior solutions services. Information
reported to the Group’s chief operating decision makers, for the purpose
of resources allocation and performance assessment, focuses on the
operating results of the Group as a whole, as the Group’s resources are
integrated and no discrete operating segment financial information is
available. Accordingly, no operating segment information is presented.

Geographical information

The following table sets out the information about the geographical
location of the Group’s revenue from external customers and
non-current assets other than financial instruments (“Specified
non-current assets”).

The Group comprises the following main geographical segments:

(a) Revenue from external customers by
locations of customers

B RS S M ot

7 HER

KED R

AEETENEHESR FBRARSD KER
BRMENLRHEAR  BERH RELE
AFRTRRY - RORERRFERR  IA%
EXIREERRERENERENTINARER
BoRERE RAKENERA—AYEBVL
ENRHBER - Rty YEZFIELDHER

i & & Rt
TERIABAEERANDEFRAZ Bl B
ZERDRBSBIENMIERDEE (HERIR
BaEl -

FEEZTERRABEHMT :

(@) BREFHELESD 2RENEE
FRBA

2020 2019

B ()

Hong Kong (place of domicile)

Asia (excluding Hong Kong and the People’s

Republic of China (“PRC” or “China”)) AR
PRC ]
Europe B
United States (“US") FH2ERE([XE])
Middle East RR
Others Hit
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EM(FERPEARLNE

HK$'000 HK$'000
FAT THT
29,400 29,736
4,849 4,533
1,474 1,616
14,642 38,092
924 9,995
38 11,364
2,462 -
24,389 65,600
53,789 95,336
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4. SEGMENT INFORMATION (continued) 4, DHBEM(E)
Geographical information (continued) wEER (&)
(b) Specified non-current assets by locations of b) BREEMEMBEE S ZETHER
assets BE
HK$'000 HK$'000
FAET FTHT
Hong Kong (place of domicile) BB GEM0H) 18,666 4,567
PRC HE 114 =
Europe B 180 22
18,960 4,589
(c) Information about major customers © TEEFEHR
Revenue attributed from customers that accounted for 10% or RER - KEMHREBBIAT0% A LK
more of the Group’s total revenue during the year is as follows: EERBADT :
HK$'000 HK$'000
FAET AT
Client A BFA - 25,237
Client B BFB 10,231 21,998
Client C BPC - 11,265
Client D ®FPD 16,377 =
Total 5 26,608 58,500
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4. SEGMENT INFORMATION (continued) 4. DWHER(E)
Geographical information (continued) wEEH (&)
(c) Information about major customers 0 FEEFER(E)
(continued)
In the following table, revenue is disaggregated by primary BWARZFPHERMETS  FRER KR
geographical markets of customers, major products and service BEIARBAEBERLZEARRTX
lines and timing of revenue recognition.
Sales of millwork Sales of facade Interior solutions Design and project
and fumniture fabrication projects Maintenance services  consultancy services Total
HELE RBR
AERREE HERERE EMERIRER RERH Fit kBB BARE it
2020 2019 2020 2019 2020 2019 2020 2019
HKS'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000
TEr  TEr TEn  TEr TEn  TExr  TEn  TEx  TEn  TEr  TEr T
Primary geographical markets BPHEEHE TS
of customers
- Hong Kong -k 1,957 5,048 - 13,000 25408 9,810 628 860 1,407 958 29400 29,736
- Asia (excluding Hong Kong ~~ —ZM (& R
&PRO) RERI) 4,658 463 - - 15 3488 34 3 142 T4 458
-PRC —E 1434 1507 - - - - 20 58 20 3 1474 1616
Europe BA 12,05 31,811 30 6,062 - - - 9 1376 140 14642 3809
s e 924 9,995 - = - = - = - - 924 9,995
Middle Fast TR 3 5178 - 5890 - - - - - 2% 38 11364
Others ifh 1911 - 51 - - - - - - - 20 -
Total fazt 2,878 54,022 861 25012 25423 13298 682 1,308 2,945 169 53789 95336
Timing of revenve recognition A HHHEEH
under HKFRS 15 F155
- Ata point in time -REEE 8878 5402 861 25,012 - - - - - - W79 79034
- Over time oGl - = - - 543 13298 082 1,308 2,945 1,69 29050 16,302
23,878 54,022 861 25012 25413 13298 082 1,308 2,945 1,69 53789 95336
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5. REVENUE, OTHER INCOME AND OTHER 5. WA Hit AR EftlE  (BR)
GAIN/(LOSS), NET FH
Revenue includes the net invoiced value of goods sold, design and WAREREEHES R - RURG LB R HAR
project consultancy service and maintenance service rendered and BURRERB ERFEARERNRRTRER
contract revenue earned from the interior solutions projects by the FEMatA - READERZEZEARA
Group. The amounts of each significant category of revenue recognised TREFIMT :

during the year are as follows:

2020 2019

HK$’000 HK$’000
FET FET
Time of revenue recognition W N\ HEER 2 By el 22
Revenue - at a point in time WA — RSB B
Sales of products HEEM
— Millwork and furniture &8 BERARmREE 23,878 54,022
— Facade fabrication — B 861 25,012
Revenue — over time WA — R — R
Income from interior solutions projects ERMARAREBRA 25,423 13,298
Maintenance service income RERBEA 682 1,308
Design and project consultancy service income Rat MIE B A ARG UA 2,945 1,696
53,789 95,336
An analysis of the Group’s other income and other gain/(loss), net AEEREAD BROEMBARE MR/ (8
recognised during the year is as follows: B)FENIMMT :
2020 2019
HK$'000 HK$’000
TR THER
Other income Hitrlg A
Bank interest income RITH WA 161 298
Management income ERBA 384 384
Government subsidies (Note) A 768 B (PR ) 325 -
Others Hith 127 =
997 682
Other gain/(loss), net Httlz/ (B8) 38
Impairment loss on property, plant and equipment %13 » {5 R B R EREEER
and right-of-use assets REER (8,525) -
Impairment loss on financial assets EREENRERSR (522) -
Bad debt written off miHER - (172)
Exchange gain/(loss), net R e/ (B18) 38 67 (386)
(8,980) (558)
Note: The HKSAR Government has launched the “Employment Support Scheme” Mt BERATRERIE#L RIEEIHE  HEE
to provide time-limited financial support to eligible employers to retain their RELIEEERRNGBSE  HOEFHESETY
employees due to the adverse situation of COVID-19 in Hong Kong. 2019BHRERH BRI SHEERFES -
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6. FINANCE COSTS b.

B A5 S M ot

2020 2019

HERBENFHE

Interest on lease liabilities

7. LOSS BEFORE INCOME TAX EXPENSE 7.

The Group’s loss before income tax expense is arrived at after charging/

REKA
HK$'000 HK$'000
TAT THT
802 -

RATE BB AR
REEZBFBREZABARCAR/ GIA)

(crediting):

2020 2019

Depreciation (Note 13):
- Owned property, plant and equipment
- Right-of-use assets

Operating lease rentals under HKAS 17 in respect of:

- Land and buildings
- Plant and equipment
Short term lease expenses
Auditor’s remuneration
Impairment loss on property, plant and equipment
and right-of-use assets
Impairment loss on financial assets
Exchange (gain)/loss, net
Bad debt written off
Employee benefit expenses (including directors’
and chief executive’s remuneration):
Wages and salaries
Post-employment benefits — contribution
to defined contribution retirement plan*

WE(Hi3)
-BENE  BERX
—FRREEE

BRI EAR/FRTHLEHEERS A6 -

—IRET

e

RHRERX

REMME

NE - BERREAREREEENRERR

SREENREEE

5 (ka) /BB F8
Fibicbed S
EBRAAX
(AEESEREZTRAEMNE) :
TEREM

BRI R - R EIRIRA B 2 S5

Other benefits Hi g
* At 30 June 2020, the Group had no forfeited contributions available to reduce *

its contributions to the pension scheme in future years (2019: Nil).

S#EMZERAEMRAT CROSSTEC Group Holdings Limited ® ® o o o 139

HK$'000 HK$'000
S FHT
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- 5,518

- 124
103 -
710 798
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(67) 386
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19,462 22,000
497 558
1,905 2,032
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EBRIETBAEMS
REMUNERATION
Directors’ and chief executive’s remuneration for the year, disclosed BEER TR BERARENBEAFEZE
pursuant to the applicable Listing Rules, Companies Ordinance is as ERIBTBAEBMEMT
follows:
ST
HK$'000 HK$'000
FTET FTET
Fees ik 714 981
Other emoluments: Hit -
Salaries, bonus, allowances and benefits in kind HE - 4 2R REWIR 5,925 6,596
Pension scheme contributions RINEEHEI SR 53 59
5,978 6,655
6,692 7,636
(a) Independent non-executive directors (@) BUFHTES
The fees paid to independent non-executive directors during the FERENTEUFNTES ZRENT

year were as follows:

2020 2019

Notes HK$'000 HK$'000
P&t TEL THET
Mr. So Chi Hang HEBELE 163 173
Mr. Lau Lap Yan, John VN i - 44
Mr. Heng Ching Kuen, Franklin FIFERE 163 173
Mr. Tang Yu Ming B E i - 14
Mr. Shing Wai Yip RERTE i 150 70
476 474
There were no other emoluments payable to the independent RAEEHEEMBYFRITESHEM
non-executive directors during the year (2019: Nil). S(ZE-NE &)
Notes: Mt
(i)~ On 12 October 2018, Mr. Lau Lap Yan, John resigned as the (i REF-N\E+A+=ZH BUAELEHT
independent non-executive director of the Company. FRABUHRTEE -
(i)~ On 12 October 2018, Mr. Tang Yu Ming (“Mr. Tang”) was appointed i)  REFB-NEFAFZH BRgEAE(H
as the independent non-executive director of the Company. On AL EEERBERABVHNTEE - 1
14 November 2018, Mr. Tang passed away and ceased to be the ZE-NEF-ATHA  HEERERT
independent non-executive director of the Company. BRARFEVHNTEE -
(i)~ On 25 January 2019, Mr. Shing Wai Yip, was appointed as the (i)  RZF-NF—A=1HA HEZALE
independent non-executive director of the Company. FHRBLRAFUHHITESE
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERFETBAEME (#
REMUNERATION (continued)
(b) Executive directors and chief executive b) HTEERTETHAER

Contribution
Salaries,  to defined
bonus, contribution

allowance  retirement Total
Fees and benefits plans remuneration
ETAN

TEAL ERET

RER RINEHE
wE 'S R e

I

HK$’000 HK$’000 HK$’000 HK$’000

FHL FHT FET FHT
Year ended 30 June 2020 BZ-ZE-ZEA=ZtHLEE

Executive directors: HITESE
Mr. Lee Wai Sang * FRERE 83 3,707 18 3,808
Mr. Leung Pak Yin REALE 75 919 17 1,01
Mr. Lau King Lok e S 80 1,299 18 1397
238 5,925 53 6,216
Year ended 30 June 2019 BE-Z-NEXA=tHLEE
Executive directors: WITES:
Mr. Lee Wai Sang * X 160 4,174 18 4,352
Mr. Leung Pak Yin REALE 150 959 18 1,127
Mr. Lai Hon Lam Carman REMEE (H5E3)
(Note (i) 42 143 5 190
Mr. Lau King Lok e St 155 1,320 18 1,493
507 6,596 59 7,162
* Mr. Lee Wai Sang is also the chief executive officer of the Company. * FREALNBARAZLTETHAR -
During the current and prior years, none of the directors REMRATER  HESSHEIAER
waived or agreed to waive any remuneration and there were REAMe  BAKEYEREAESSH
no emoluments paid by the Group to any of the directors HEERMAREESMARE R R 2 2B
as an inducement to join, or upon joining the Group, or as ABBAHE-
compensation for loss of office.
Note: i
(i) On 12 October 2018, Mr. Lai Hon Lam Carman resigned as the 1] REF-NNEFA+=H BERLLET
executive director of the Company. FRAHGTEE -
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9.

FIVE HIGHEST PAID EMPLOYEES AND
SENIOR MANAGEMENT’'S EMOLUMENTS

The five highest paid employees during the year included three (2019:
three) directors, details of whose remuneration are set out in note 8
above. Details of the remuneration for the year of the remaining two
(2019: two) highest paid employees who are neither a director nor chief
executive of the Company, are as follows:

hEREFHEERSHEEENE

rERIEARRFMNERBR =R (T NF:
ZR)ES - HMeH0IR EXMES - AFEEHS
Ma(ZE—NF: @MR) LR ARAEERERIT
BABZERHEHES ZHMEFEMT

Basic salaries, bonus and other benefits in kind
Pension scheme contributions

BIRE I

Their remuneration fell within the following bands:

HAEH  TAREMENFE

2020 2019
HK$'000 HK$’000
TEL THT
1,427 1,443
36 36
1,463 1,479

BEZHHEN THEER -

Number of employees

RE#EA
2020 2019

Nil to HK$1,000,000

Z 21,000,000 7T

During the current and prior years, none of the five highest paid
individuals waived or agreed to waive any remuneration and there
were no emoluments paid by the Group to any of the five highest paid
individuals as an inducement to join, or upon joining the Group, or as
compensation for loss of office.

Senior management’s emoluments excluding

the directors
The emoluments paid or payable to members of senior management
(excluding the directors) were within the following bands:

2 2

REALBEFE DS HFMATHERER
REREEAHE - BAREYL &R TR 5
ATXNMEEAMARRES AR R B 2 8
BIRBERRE -

EREEE (ESRM 2He

ARREREKE (BRI CHRER MR
RTIIBER :

Number of employees

EE#HE
2020 2019

Nil to HK$1,000,000

T %1,000,000/8 7T

One member of senior management whose emoluments are included
in five highest paid individuals as set out in the note above (2019: two
members).
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10. INCOME TAX CREDIT/(EXPENSE) 10. HEHER/ (AX)
The amount of income tax credit/(expense) in the consolidated statement FEBRERAMZERERTHERES,/ (FX)
of profit or loss and other comprehensive income represents: THE
|
HK$'000 HK$’000
FiET FHT
Current tax — Hong Kong profits tax BV I — BB FIGH
— overprovision in respect of prior years -~ BREFEBREERE - 53
Current tax — overseas profits tax ENEAR IR — B AMNRIS B
— tax for the year —REEHA (22) (88)
— under-provision in respect of prior years - BEFERBTR (10) =
Deferred tax credit (Note 20) B IBE R (H12220) 194 7
Income tax credit/(expense) FrisfiEe,/ (AX) 162 (28)
The Company was incorporated in the Cayman Islands and is exempted KRR NASEE MR T ERG MG - £6F
from income tax. It is not subject to tax in other jurisdictions. BEMAMAEEROTIE
No provision for Hong Kong profits tax has been made as the Group did BARASRERAEER EFELEEMEEER
not generate any assessable profits arising in Hong Kong during the year ERFEH AT EELEBFEHEE -
and the prior year.
Taxes on assessable profits of overseas subsidiaries are calculated at the BB A RR ERBE MO TIER IR AL ER
rates applicable in the respective jurisdictions. BERH KLY -
The income tax credit/(expense) for the year can be reconciled to the AEEZHEHES,/ (AX) TENZEBERE
loss before income tax expense in the consolidated statement of profit or EERERARMERAIAIBBHENT

loss and other comprehensive income as follows:

2020 2019

HK$'000 HK$’000
TR TEL
Loss before income tax BRETE R BT EE (28,366) (9,606)
Tax at the applicable tax rate of 16.5% (2019: 16.5%) REAHE16.5%

(ZZ2—NF : 16.5%) BB 4,680 1,585

Tax effect of different tax rates of subsidiaries operating in 7 £ fit Al Z 4L & Mt B 1 7)
other jurisdictions TRRENHET E 153 248
Tax effect of non-taxable income ERBAZ BT E 50 177
Tax effect of non-deductible expenses PAHBRST 2 HBTE (1,122) 1,571)
Tax effect of tax losses not recognised AERHEEE Rz 2 (2,168) (1,025)
Tax effect of temporary difference not recognised AERERZREZHEYE (1,422) -
Utilisation of tax losses previously not recognised PRBERRRZHEAER - 576
(Under)/over-provision in respect of prior years BEFE (BETR) /HBEEE (10) 54
Withholding tax B - (43)
Others Hith 1 (29)
Income tax credit/(expense) FrisfiEe,/ (%) 162 (28)
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11. DIVIDENDS 1. BRE
No dividend has been paid or declared by the Company for the year ARARBE-Z-_ZE R AZTHIEFERES
ended 30 June 2020 (2019: Nil). NASERE (ZF—NF &) -
12. LOSSES PER SHARE 2. ZREE
The calculation of the basic losses per share amount is based on the loss BREABRSENRBALALRRERE AR
for the year attributable to the ordinary equity holders of the Company, EAFEERRAFEEETERRZIMETHH
and the weighted average number of ordinary shares of 2,498,361,000 2,498,361,000f (= —fL% : 2,400,000,000/%)
(2019: 2,400,000,000) in issue during the year. AE
The Group had no potentially dilutive ordinary shares in issue during the TEEREE_T_TER-_T-NFRA=TH
years ended 30 June 2020 and 2019. IHFEYEARERENE L CETERR -
The calculation of the basic losses per share attributable to the ordinary RO EBRESEAREZERETERLRE
equity holders of the Company is based on the following data: AT EEE
S )
HK$'000 HK$’000
TEL TET
Losses BE
Losses for the purpose of basic and diluted losses per ARG EGRERRBEEEE 2 EB
share (28,204) (9,634)
Number of shares
R HE
‘000 ‘000
5 *H
Number of shares RHEE
Weighted average number of ordinary shares for the ~BRitESREAREEEE
purpose of basic and diluted losses per share 2 LB T 2,498,361 2,400,000
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13. PROPERTY, PLANT AND EQUIPMENT 13. NE -BERRE
Right-of-use Leasehold ~ Furniture Office Motor
assets Building improvement and fixtures  equipment vehicles Total
e
fRRELE BF WERE KERRKE  BROREG e @it
HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TARL TER TAn TERL TARL FiEn TER
Cost B
At1July 2018 RZE-\F+A—A = = 5,005 1,125 1,596 1,019 8,805
Additions AE - - 103 51 138 - 292
Disposals hE - - - - (15) - (15)
Exchange adjustment R AR - - - - (4) - (4)
At 30 June 2019 as RZB-N%
originally presented ~NAETHE(RREZ5]) - - 5,168 1,176 1,715 1,019 9,078
Initial application of HKFRS 16 & A A& A 81
REEAF 165 19,802 - - - - - 19,802
Restated balance as at RZE-h%E
1 July 2019 TtA-BZBET| &% 19,802 - 5,168 1,176 1,715 1,019 28,880
Additions RE 8,224 1,016 - - 13 - 9,253
Modification e 1,084 - - - - - 1,084
At 30 June 2020 RZE-ZTE A=A 29,110 1,016 5,168 1176 1,728 1,019 39,217
Accumulated depreciation ~ RFHERHEE
and impairment
At1July 2018 RZE-\E+A-H - - 960 317 643 1,019 2,939
Provided for the year FRER - - 994 285 290 - 1,569
Eliminated on disposals hERYE - - - - (15) - (15
Exchange adjustment B AR - - - = G = (4)
At30 June 2019 as RZZ-h%
originally presented AAZTRERE25) - - 1954 602 914 1,019 4,489
Initial application of HKFRS 16 & AR E A&
REEAF165 - - - - - - -
Restated balance as at RZZE-n%E
1July 2019 tRA-BZBET| &% - - 1,954 602 914 1,019 4,489
Provided for the year ERRE 5,633 20 1,008 281 301 = 7,043
Impairment losses RERSE 7,183 105 906 120 211 - 8,525
At 30 June 2020 RZFZBERAZTH 12816 125 3868 103 146 1019 20,257
Net book value REFE
At 30 June 2020 i g 16,294 891 1,300 173 302 - 18,960
At 30 June 2019 RZZ-NEARA=TA - - 3,214 574 801 - 4,589
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13. PROPERTY, PLANT AND EQUIPMENT 13.
(continued)

The analysis of carrying amount of right-of-use assets by class of
underlying asset is as follows:

NE- BERRE(E)

BERAEREERAMEREEECREEMT -

Office

Properties equipment

Leasehold land leased for leased for
for own use own use own use Total

BERMAE ERHE BRHE
tity IES NG Bt
|
HK$'000 HK$'000 HK$'000 HK$'000
THT THET FTET THT
At 1 July 2019 R=Z2-hFtHA-H - 19,350 452 19,802
Addition NE 8,224 - - 8,224
Modification of lease terms CRgiEE] = 1,054 30 1,084
Depreciation e (165) (5,356) (112) (5,633)
Impairment A (850) (6,181) (152) (7,183)
At 30 June 2020 RZZE-ZFA=1H 7,209 8,867 218 16,294

For the year ended 30 June 2020, management identified impairment
indicator of right-of-use assets, building, leasehold improvement,
furniture and fixtures as well as office equipment due to decline in
performance of the Group resulting from the deteriorated economic
environment and uncertain outlook of the Group’s business following
the outbreak of the COVID-19 pandemic. The Group assessed the
recoverable amounts of the properties and office equipment leased for
own used, leasehold improvement, furniture and fixtures as well as
office equipment allocated to the cash-generating unit (“CGU") which
involved in trading of millwork, furniture and facade fabrication and
provision of interior design, project consultancy, maintenance and
interior solutions services, and as a result the carrying amounts of these
property, plant and equipment were written down to their recoverable
amounts of approximately HK$10,860,000. Impairment losses of
approximately HK$7,570,000 were recognised in other gain/(loss), net
in the consolidated statement of profit or loss and other comprehensive
income.
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Notes to Financial Statements

PROPERTY, PLANT AND EQUIPMENT
(continued)

The recoverable amount of the CGU to which properties and office
equipment leased for own used, leasehold improvement, furniture
and fixtures as well as office equipment were allocated have been
determined based on value in use calculation. The calculation uses
cash flow projections based on the most recent financial forecasts
approved by the directors of the Company covering a period over the
lease terms of right-of-use assets , which represented the management’s
best estimate of the range of economic conditions that will exist over
the remaining useful life of the asset and are consistent with past actual
outcomes. These estimates would face a challenge due to the COVID-19
pandemic, therefore management’s estimated cash flows factor in a
number of ranges of possible cash flow scenarios. Estimated revenue
under the cash flow projections was mainly based on the negotiating
and confirmed sales contracts for the first year under the projections
period and further estimate the future revenue with an annual growth
rate of 5% for the second and third years under the projections period,
which were based on past performance and management’s expectations
of market development. The pre-tax discount rate used is 10.17%,
which is derived from the weighted average cost of capital of the Group
with reference to market comparables.

The Group assessed the recoverable amounts of its leasehold properties
in Hong Kong including right-of-use asset portion and building
portion with carrying amounts of approximately HK$8,059,000 and
HK$996,000 respectively, before impairment by the fair value less costs
of disposal. As a result the carrying amounts of the leasehold properties
were written down to their recoverable amounts of approximately
HK$8,100,000 of which the right-of-use asset portion amounted to
approximately HK$7,209,000 and the building portion amounted
to approximately HK$891,000 respectively. Impairment losses of
approximately HK$850,000 for the right-of-use asset portion and of
approximately HK$105,000 for the building portion were recognised
in other gain/(loss), net in the consolidated statement of profit or loss
and other comprehensive income. The fair value less costs of disposal
was determined using market approach by an independent qualified
professional valuer, Cushman & Wakefield Limited. Under market
approach, fair value was estimated with reference to comparable
market transactions, adjustments were made to difference in time and
other individual factors. The above adjusting factors applied are the
key assumptions used in the valuation. The fair value less costs of
disposal of the property, plant and equipment is classified as a level 3
measurement.

During the year, the total impairment losses on property, plant and
equipment were approximately HK$8,525,000.
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14. LEASES 4. HE
HKFRS 16 was adopted from 1 July 2019 without restatement of EERBRELS16FER_E-NFLA—H
comparative figures. For an explanation of the transitional requirements ERAMEESIILEET - BER _T-NFL
that were applied as at 1 July 2019, see note 2.2(a)(v). The accounting A—REBZBEREZHB  RHE220a)W) °
policies applied subsequent to the date of initial application, 1 July BRERRH(ZZ-NFE+A-B)®RER g
2019, as disclosed in note 3.1(d)(A). BERRH . (DA o
Nature of leasing activities (in the capacity as HERH2ME UEBAZEH)
lessee)
The Group entered into various lease agreements for office premises FEERPLENERREILTREEHE « %
and equipment. These leases have non-cancellable lease terms with an FHETATTHEES NFRE-—ERF K
initial period ranging from one to six years. All leases held by the Group SERACHMEEER BEEERN ZEEMT -
comprise only fixed payments over the lease terms.
Lease Liabilities HEAE
Future lease payments are due as follows: AREENRHABRMT :

Minimum lease

payments Interest  Present value

30 June 2020 30 June 2020 30 June 2020
HEBENRK M2 HE
—E-RF  —F-%RF —T-ER

ANA=TH NA=tH ANA=TH
|

HK$’000 HK$’000 HK$'000

THET THET THET

Not later than one year TEBE—F 5,154 684 4,470
Later than one year and not later than two years ~ —F{& R T BB F 7,072 403 6,669
Later than two years and not later than five years ~ M1 R NBBRF 5,992 101 5,891
18,218 1,188 17,030
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(I N
14. LEASES (continued) 14. HE(E
Lease Liabilities (continued) HEEE#E)
Minimum lease
payments Interest  Present value
1 July 2019 1 July 2019 1 July 2019
REMERK .8 BE

—E-NF —E-NF —E-NF
+A—H +A—H +A—H
[

HK$’000 HK$'000 HK$'000
TET TERT FTET
Not later than one year NEB—F 6,024 789 5,235
Later than one year and not later than two years —~ — 1% R T BB M F 5,890 550 5,340
Later than two years and not later than five years ~ M4 kT AR F 10,226 390 9,836
22,140 1,729 20,411

Note: No future lease payments as at 30 June 2019. Wit R-FE-NEAA=FHAUEFFBEN -

The present value of future lease payments are analysed as: ARBERKREATWOT

HK$'000 HK$’000

FET THET

Current liabilities nEaE 4,470 5,235

Non-current liabilities ERBERE 12,560 15,176

17,030 20,411

2020

HK$'000

FAT

Short term lease expense REHERX 103
Variable lease payments not included in TEAEAEHERGENEY

the measurement of lease liabilities AEEERK —*
Rent concessions k) 5
* Represent amount of less than HK$1,000 * FEIERT, 0008 T
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14. LEASES (continued) 14 HE#E
Operating leases — lessee KedEg-—FAA
The Group entered into various lease agreements for office premises and AEERBAENERBAEREICTRABEER
office equipment. These leases have non-cancellable lease terms ranging & RSHETATUHEES A —21F -
from one to six years.
The total future minimum lease payments under non-cancellable RZZ-NFAA=TH BEFIHHELEHE
operating leases payable at 30 June 2019 are as follows: ENARZEESMREEDT -
HK$’000
TET
Not later than one year THE—F 5,128
Later than one year and not later than two years —FRRTEBRE 5,137
Later than two years and not later than five years MERRTBBRSF 8,381
18,646
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15. TRADE AND OTHER RECEIVABLES

BWE S REMRE

2020 2019
Notes HK$'000 HK$'000
WiE FAL TET
Trade receivables [EWE 55008 () 3,036 10,696
Retention receivables EURE & (ii) 1,246 1,068
Deposits and other receivables Be REREBFE (iii) 2,030 3,364
Prepayments ERFRE (i) 1,993 1,732
Total st 8,305 16,860
Less: Non-current portion w: EREE D
Deposits i (iii) (1,817) (2,816)
Total current portion B D BT 6,488 14,044
Notes: Bzt -
(i) (i)
HK$'000 HK$000
FET FHET
Trade receivables JEWE Z 58 3,558 10,696
Less: Loss allowance (Note 29) B EERE (M7E29) (522) -
3,036 10,696

BREGHEITHE - FREUFRRZSHEE
FAARRAEFREMNBEEREN - L 5PE
RTCOAHEEHS) A EFTRAAME5EPR
FEEH - iR RN AERIEL -

Trade receivables are non-interest bearing. The Group does not hold any
collateral or other credit enhancements over these balances. Except for one
customer with 60 days credit granted, no credit period is granted by the Group
to its trade customers. Application for progress payments of projects is made on
a regular basis.

EWRESHE (HIFHERR) 2 El 7T (HEFA

The following is an analysis of trade receivables (net of impairment losses) by

age, presented based on the invoice date: HE2F) AT -
HK$°000 HK$000
TET THETT
Less than 1 month TEE—EA 1,713 204
1 to 3 months —2=1EA 930 8,094
3 to 6 months ZENMEA 366 1,837
More than 6 months but less than 1 year INME A LA LB T B —F - 9
More than 1 year —FLF 27 552
3,036 10,696

S#EMZERAEMRAT CROSSTEC Group Holdings Limited ® ® o o o 151



Notes to Financial Statements

B SR Mot

15. TRADE AND OTHER RECEIVABLES
(continued)

Notes: (Continued)

(ii) Retention monies withheld by customers of contract works are released
after the completion of maintenance period of the relevant contracts or in
accordance with the terms specified in the relevant contracts.

Retention receivables as at 30 June 2020 and 2019 were neither past due
nor impaired and expected to be recovered within 1 years after the reporting
period. These related to customers for whom there was no recent history
of default. Based on past experience, management is of the opinion that no
provision for loss allowance is necessary in respect of these receivables as there
has not been a significant change in credit quality and the credit risk is minimal

(i)~ The above balances of deposits, other receivables and prepayments as at 30
June 2020 and 2019 were neither past due nor impaired. Financial assets
included in these balances are non-interest bearing and relate to receivables
for which there was no recent history of default. Based on past experience,
management is of the opinion that no provision for loss allowance is necessary
in respect of these receivables as there has not been a significant change in
credit quality and the credit risk is minimal

Further details on the Group’s credit policy and credit risk arising from trade
and other receivables are set out in note 29.

16. PLEDGED AND RESTRICTED BANK
DEPOSITS

Pledged bank deposits have maturity within one year as at 30 June
2020. Such deposits have been pledged to a bank as securities for the
Group's banking facilities. The effective interest rates of the Group’s
pledged bank deposits as at 30 June 2020 is 0.25% per annum. As at 30
June 2020, the bank facility has not been utilised and was available for
drawdown.

Restricted bank deposits represented the bank deposits for the guarantee
from a bank for the due performance of an interior solutions project.
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17. CASH AND CASH EQUIVALENTS 17. RERBREEEY

HK$'000 HK$’000

TET TAT

Cash and bank balances Be MIRITEH 14,541 27,989

Time deposits EHRER 5,000 12,020

Cash and cash equivalents RERACEEY 19,541 40,009
At the end of the reporting period, the cash and cash equivalents of the RipemeEn  KREEUARSE ([ARE]) HE
Group denominated in Renminbi (“RMB”) amounted to approximately RS RESEENMA756,0008 T (ZB—hE -
HK$756,000 (2019: HK$2,653,000). The RMB is not freely convertible 2,653,000 70) c AREAAERRBABENE
into other currencies, however, under Mainland China’s Foreign W SRARIE R B R ONE = A48 ) R 4R £
Exchange Control Regulations and Administration of Settlement, Sale BNESEET  AEETEBELEETIELR

and Payment of Foreign Exchange Regulations, the Group is permitted to TRITEARE IR A S

exchange RMB for other currencies through banks authorised to conduct
foreign exchange business.

Certain of the Group’s cash at banks earns interest at floating rates AEBGRBIZETESENSASTHEHR
based on daily bank deposit rates. Short-term time deposits are made B EBFRBEFE  c SRTHER Y TRG SRS
for varying periods of between one day and three months depending on NE—BEZEATE BIAEEHBELE
the immediate cash requirements of the Group, and earn interest at the SETE - WL IE RS A EA T S F R B &,

respective short-term time deposit rates.
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LN ]
18. TRADE AND OTHER PAYABLES 18 ENEZREMKA
2020 2019
Notes HK$'000 HK$’000
i3 TEL TEL
Trade payables EREHTIE (i) 5,776 10,458
Other payables and accruals Hit e RIERT R (ii) 8,719 10,272
Total w5t 14,495 20,730
Less: Non-current portion W FEREE
Other payable H A 50R (ii) - (450)
Total current portion mENEDID M AT 14,495 20,280
Notes: et -
(i) An ageing analysis of trade payables, based on the invoice date, is as follows: (i) BENEZHBL G (RERAH)WT
HK$000 HK$'000
THET FET
Less than 1 month TEB—1EA 701 2,561
1 to 3 months —Z==fEA 2,312 6,472
3 to 6 months ZENEA 1,197 568
More than 6 months but less than 1 year NE AU LETEE—F 874 839
More than 1 year —FY L 692 18
5,776 10,458
The Group’s trade payables are non-interest bearing and generally have FEENENESHEITHE  BEEHRERR
payment terms of 0 to 90 days. 0£90H -
(i) As at 30 June 2020 and 2019, other payables under current portion are non- (i) Z%‘—_z?—_?iﬁ__?.—ﬂﬁfﬁﬁf+5 REHHT
interest bearing and have average payment terms of 31 to 90 days. ZEMETHE T8 A THEEHE1E0H
As at 30 June 2019, other payable under non-current portion was non-interest R-E —j;f,fﬁﬁg TH - FEREEBG T EBEN
bearing and was expected to be settled more than twelve months after the HEBTitEREFRREEHREET =174
reporting period. e
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19. CONTRACT LIABILITIES 19. BNARE
2020 2019
HK$'000 HK$’000
TEL THEL
Contract liabilities in relation to: BBNTHBE GHEE:
Millwork and furniture 2B RBERARGREE 3,152 3,529
Interior solutions projects ERRRLRIER 1,036 623
Maintenance service RERY - 31
Design and project consultancy service Rt RIR B & AR 129 91
4,317 4,274
Note: Vi
(i) The contract liabilities primarily relate to the advanced consideration received 0 EHRETBHRERELZENNE -

form customers.

The following table shows the movements in contract liabilities.

FEIIFEMEEZEY -
|

HK$000
FET
At 1 July 2018 RZF-NFE+LA—H 6,599
Revenue recognised that was included FIAFFZ AR B
in the contract liability balance at the beginning of the year 2 EHERHA (6,599)
Increase in contract liabilities BRIBEEN 4,274
At 30 June 2019 and 1 July 2019 RZF-—ANENA=1THE
—E-NF+A—H 4,274
Revenue recognised that was included FIAFYIFZ & AR B/
in the contract liability balance at the beginning of the year 2 ERERHA (4,274)
Increase in contract liabilities BRIREEN 4,317
At 30 June 2020 R-F_FFA=1H 4,317

Typical payment terms which impact on the amount of contract liabilities FEEERENRAREZ FRNTBESLT

recognised are as follow:

When the Group receives a deposit before the service commences, this will
give rise to contract liabilities at the start of a contract, until the revenue
recognised on the relevant contract exceeds the amount of the deposit. The
Group typically receives a 5% deposit from certain customers before the
service commences.

EXEAREEZDRBINTEL MR EFR
AHEIHESL EEHEA N CEZUABL L
fj?ji AEE - RERBEFBAETEPYE
5% %

AT IHEN—REEF AZERENE

The Group’s contracts usually have duration of one year or less from date of

contract inception to date of satisfaction of performance obligation. The Group
has applied the practical expedient and therefore does not include information
about revenue that the Group will be entitled to when it satisfies the remaining
performance obligations under the contracts that had an original expected
duration of one year or less.
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20. DEFERRED TAX

20, EEBE

Details of the deferred tax liabilities recognised and movements during
the year are as follows:

RAFEZERREEHRABREDFENT

Accelerated
depreciation

allowance

MRFERTE
|

HK$’000

T

At 1 July 2018 R-ZF-N\F+HA—H (201)

Credited to profit or loss for the year (Note 10) FAREERR (HFE10) 7
At 30 June 2019 and 1 July 2019 RZE-NF A=TBRZZE-NEFLA—H (194)

Credited to profit or loss for the year (Note 10) SAREEER (Hit10) 194
At 30 June 2020 RZEZTFA=TH =
As at 30 June 2020, certain subsidiaries of the Group had estimated AEBETHERARR -ZZ-_EFA=TERE

21.

tax losses arising in Hong Kong amounting to approximately
HK$41,468,000 (2019: HK$28,328,000) that are available indefinitely
for offsetting against their future taxable profits of those companies in
which the losses arose. Deferred tax assets have not been recognised
in respect of these losses as it is not considered probable that taxable
profits will be available against which the tax losses can be utilised. Tax
losses can be carried forward indefinitely.

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

SHARE CAPITAL
Ordinary shares of HK$0.01 each

21.

BEALIHIBERD41468,0008 7T (ZF— 1
F:28,328,00087T) - JERHAEREELED
BNZE AR RESHET - ARRATAT
ARSI RANMEHETIEERR  MUER
gzﬁﬂaﬁ&w ERHBEE - HBBEUERSHLE

AR R ABRRIE N RSB ERAEHER o

N
BREEIETZERR

Number of shares HK$’000
W& E AT
Authorised: SETE
At 1 July 2018, 30 June 2019, AZE-\FtA—B ZF—N&
1 July 2019 and 30 June 2020 AAZTA - ZE-NEtA-AR
“T-ZEFXA=1H 10,000,000,000 100,000
Issued and fully paid: EETREAE
At 1 July 2018, 30 June 2019 and 1 July 2019 RZZE-\FtHA—-B —E-NF
NAZTERZZE—- jﬁtﬂ H 2,400,000,000 24,000
Placing of new shares (Note) Eﬂé%ﬁ% 7 (#f:t) 480,000,000 4,800
At 30 June 2020 RZE-ZEF A=1H 2,880,000,000 28,800
Note: Vi

On 2 April 2020, the Company entered into a placing agreement with a placing agent
pursuant to which the placing agent has conditionally agreed, as the placing agent of
the Company, to procure on a best effort basis to not less than six placees to subscribe
for up to 480,000,000 ordinary shares with par value of HK$0.01 each at a price
of HK$0.0233 each (the “Placing”). The Placing was completed on 17 April 2020
and the premium on the issue and allotment of shares, amounting to approximately
HK$6,048,000, net of related transaction costs of approximately HK$336,000 was
credited to the Company’s share premium account. Further details were set out in the
Company’s announcements dated 2 April 2020 and 17 April 2020.
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22. RESERVES
The Group

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

The nature and purpose of reserves within equity are as follows:

(i)

(if)

(iii)

(iv)

Share premium

Share premium account of the Group represents the excess of
the proceeds received over the nominal value of the Company’s
shares issued.

Merger reserve

The merger reserve of the Group represents the difference
between the investment costs in subsidiaries and the nominal
value of the issued share capital of the Group’s subsidiaries.

Exchange reserve
It comprises all foreign exchange differences arising from the
translation of the financial statements of foreign operations.

Accumulated losses

It represents cumulative net profits or losses recognised in the
consolidated statement of profit or loss and other comprehensive
income.
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23. SHARE OPTION SCHEME 23.

Shareholders of the Company have conditionally adopted a share option
scheme (the “Scheme”) on 22 August, 2016.

A summary of the Scheme is set out as below:

()  The Scheme became effective for a period of 10 years
commencing from the date on which Scheme becomes
unconditional.

(i) Under the Scheme, a subscription price shall be a price
solely determined by the board of directors and notified to a
participant and shall be at least the highest of: (i) the closing
price of the Company’s shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant of the option, which
must be a business day; (ii) the average of the closing prices of
the Company’s shares as stated in the 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.

(iii)  An offer for the grant of options must be accepted within seven
days inclusive of the day on which such offer was made.

(ivy  The maximum number of shares issuable upon exercise of all
options to be granted under the Scheme and any other share
option schemes of the Company (excluding, for this purpose,
shares issuable upon exercise of options which have been granted
but which have lapsed in accordance with the terms of the
Scheme or any other share option schemes of the Company) must
not in aggregate exceed 10% of all the Company’s shares in issue
as at the listing date or the date of approval of the refreshed limit.

No options have been granted since the adoption of the Scheme.

24. CAPITAL COMMITMENTS 24

The Group had capital commitments as follows:

BRETE

AARBRRER -Z—R"FNAZTZBAKER
m—IRRE RS 8 ([5181)) -

AR BRESIMT

() EEEFEKARGEEBEEN  RHI0
EO

(i) RiEEE RBEAMEFELRETLAE
n2aE BARERTMIREE  (NE
RERHEH(BAREXR)RERME
BRERFTHROADERDRHE : (HRB
ERRERL SN IEE XD ERRAE
ARERAENARABRNDFIRDE: Rk
(iR R B R HEE -

(i) REBRENBORMELERENRH
(BHEZRA)EFCARER -

(iv)  EITEREREI R AR BT H b B =T
BB TROMMEBRERN T FEINRR
HELRGIHmE TERERTEERE
EAR BT B AR AT E At BE AR 1 2 1
RERBMEREN TEIORR) A
EFEBEARRR ETERREEHRE
EiERB 2B ETRMAI10% ¢

ELEE PESZS S TR
BXER

2020 2019

Contracted, but not provided for, in respect of: BAINERER A8
property, plant and equipment 0¥ Bk R
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25. RELATED PARTY TRANSACTIONS 5. BMAERS
(@)  In addition to the transactions and balances disclosed elsewhere @ BRAGAUBRREMESFAREORSR

SR NBREHE AREERNATEL
BHHZEARS :

in the consolidated financial statements during the reporting
period, the Group entered into the following significant
transactions with its related parties as follows:

2020 2019

Notes HK$'000 HK$’000
it % TR
Purchases of woodwork from related companies Bll-INSES:- v (i) 18 1,346
Contract revenue from interior solutions RE—HEBARZER
projects from a related company BAAIRBERZAE ,\’J”W\ (ii) 8 138
Design and project consultancy service income KE—HBBARZR
from a related company RIEE# :@HW%LIW\ (iii) - 12
Sales of millwork and furniture to a related company R—FABEHAFHELE
BB RSN RRE (iv) 2 1
Purchase of property, plant and equipment - RS A REBE -
from a related company BE R (v) - 35
Email and website service income KE—REHAR
from a related company EBRBURISWA (vi) 4 -
Marketing expense to a related company M—-EEERAXNTS
HE RIS (vii) 3 =

Notes:

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

The amount represents purchases of woodwork from Max Furniture
Shenzhen Company Limited (“Max Furniture”) (2020: HK$nil; 2019:
HK$33,000) and Max Contracting Limited (“Max Contracting”) (2020:
HK$18,000; 2019: HK$1,313,000). Mr. Lee Wai Sang is a director and
has approximately 33.3% beneficial interest in Max Contracting. Mr.
Lee Wai Sang also has approximately 33.3% beneficial interest in Max
Furniture.

The amount represents income from interior solutions projects (2020:
HK$8,000; 2019: HK$138,000) from HFL Limited. Mr. Lee Wai Sang
is a director of HFL Limited and Mr. Lee Wai Sang and Ms. Leung Mo
Shan, Jackie have 24.2% (30 June 2019: 24.2%) beneficial interests in
HFL Limited.

The amount represents income from design and project consultancy
service (2020: HK$nil; 2019: HK$12,000) from HFL Limited.

The amount represents income from sales of millwork and furniture
(2020: HK$2,000; 2019: HK$500) from HFL Limited.

The amount represents selling price of property, plant and equipment
from Max Contracting (2020: HK$nil; 2019: HK$35,000).

The amount represents income from email and website service (2020:
HK$4,000; 2019: HK$nil) from HFL Limited.

The amount represents marketing expense (2020: HK$3,000; 2019:
HK$nil) to Max Contracting.
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25. RELATED PARTY TRANSACTIONS 25 BEAERS(E)
(continued)
(b)  Outstanding balances with related parties: b)) H@EBHIENRERLER:
Maximum Maximum
balance balance
outstanding outstanding
during the year during the year
FNERE FRER
2020 AERES 2019 AEREH
]
HK$’000 HK$'000 HK$'000 HK$'000
FHET FiEx FHT FHL
Year end balance included in trade TARME S REMFEL
and other receivables FIREH
HFL Limited BREBRAT - 4 - 376
Year end balance included in trade TARNESREMAEL
and other payables FREH
Max Contracting BARRR 683 891
(©  Compensation of key management personnel of the Group: © ZFTEEFBEBRBABZEH:
Details of directors’ and the chief executive’s remuneration EERIENHABMEUR AL RS EMH
and five highest paid employees are included in notes 8 and 9, BEZHBEARNERMBERANTERI

respectively.

26. RECONCILIATION OF LIABILITIES ARISING 26. RETBMEL2EEBZHIE
FROM FINANCING ACTIVITIES

Lease liabilities

(Note 14)
HEEE
(Fi5E14)
1
HK$'000
FAx
At 1 July 2018 and 30 June 2019 R-Z-N\FtA-HBR=-E-NFXA=+A -
Initial application of HKFRS 16 BERERERUMBREENE16H 20,411
At 1 July 2019 R=Z—-NFEtA—H 20,411
Changes in cash flow: Reng®y
Repayment of principal portion BEHAEAEIAEHD
of lease liabilities (4,460)
Repayment of interest portion of lease liabilities BEEEEEZMERND (802)
Total changes from financing cash flows: MEReRENZ LA (5,262)
Other changes: Hi&g)
Interest on lease liabilities MEBBZHE 802
Lease modifications g% 1,084
Rent concessions HeRE (5)
Total other changes: Htb &3 a5t 1,881
At 30 June 2020 R-F-FFA=1H 17,030
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27. SUMMARY OF FINANCIAL ASSETS AND 7. BEHES2REERSRARH
FINANCIAL LIABILITY BY CATEGORY Z
The carrying amounts of each of the categories of financial instruments RESHEEAERERTAZRAENT

as at the end of the reporting period are as follows:

Financial assets SREE
2020 2019
HK$'000 HK$’000
FAEL AT
Financial assets measured at amortised cost REBERATRZEREE
Financial assets included in trade and FARKESREMATEL CREE
other receivables 6,312 15,128
Pledged and restricted bank deposits EEMRERHRITEFR 7,920 -
Cash and cash equivalents ReELFASEEY 19,541 40,009
33,773 55,137
Financial liabilities THEE
2020 2019
HK$'000 HK$'000
FAETL FET
Financial liabilities measured at amortised cost BBERAYRzeRMEE
Financial liabilities included in trade AARNESREMFELCRAE
and other payables 14,495 20,280
Lease liabilities HMERE 17,030 -
31,525 20,280
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28.

29.

FAIR VALUE OF FINANCIAL INSTRUMENTS

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

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

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instrument comprises cash and bank
balances. The main purpose of this financial instrument is to raise
finance for the Group’s operations. The Group has various other
financial assets and liabilities such as trade and other receivables
and trade and other payables, which arise directly from the Group’s
operations.

The main risks arising from the Group’s financial instruments are
foreign currency risk, credit risk, interest rate risk and liquidity risk.
The directors meet periodically to analyse and formulate measures to
manage each of these risks and they are summarised below.
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29. FINANCIAL RISK MANAGEMENT 29. BHBEAREZEERBR(F
OBJECTIVES AND POLICIES (continued)
Foreign currency risk M mR
(i)  The Group has certain assets and liabilities denominated in () AEBFETEERBEZEERLIFE
currencies other than the functional currency of the group entities BEEERZDEEY - FEEEATES
to which they relate. The Group currently has no particular EERTANERINERR - AEERHR
hedging vehicles to hedge its exposure to foreign exchange risk. It REFINER I 7 FRHREEE 049
is the Group’s policy to monitor foreign exchange exposure and to HE 1 o
make use of appropriate hedging measures when required.
The following table details the Group’s exposure at the end of TRANAEEEERERRALRE L
each reporting period to currency risk arising from recognised WA ER SR EZ CRAEER
assets or liabilities denominated in a currency other than the BENESER FEEIEEHET((E
functional currency of the entity to which they relate. The Group ) ARB(ARE]) BBl &
is mainly exposed to the fluctuation of United States dollars RE([RE) KD - A2 E - BHEAR
(“USD"), Renminbi (“RMB”), Euros (“EUR”) and Great British SBURT (REREHRMHRER) SR
Pound (“GBP”). For presentation purposes, the amounts of the m
exposure are shown in HKS$, translated using the spot rate at the
end of each reporting period as follows:
usD RMB EUR GBP
EY ARM B wE
HK$000 HK$'000 HK$'000 HK$'000
TER TER TERT TER
I —
As at 30 June 2020 R-Z-EFXA=1H
Trade and other receivables FEYE 5 K Efh7HIE —* 6 43 -
Pledged bank deposits BEERRTER 6,778 = - -
Cash and cash equivalents B&KREEEY 1,240 50 32 370
Overall net exposure BAEZE R 8,018 56 75 370
* Represent amount of less than HK$1,000 * TR, 000E T HZE
usD RMB EUR GBP
E ARW B R
HK$'000 HK$'000 HK$'000 HK$'000
TET THET THET TER

As at 30 June 2019
Cash and cash equivalents

RZE-hERA=1H
BERHALEEY

8,451

136 - 30
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29. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Foreign currency risk (continued)

(ii)

164

Sensitivity analysis

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in the
HK$ exchange rate, with all other variables held constant, of
the Group’s profit before tax (due to changes in the fair value of

monetary assets and liabilities) and the Group’s equity.

As USD is pegged to HKS, the foreign currency risk is considered

as minimal.

29.

2020

If Hong Kong dollar weakens against
RMB
EUR
GBP

If Hong Kong dollar strengthens against
RMB
EUR
GBP

2019

If Hong Kong dollar weakens against
RMB
GBP

If Hong Kong dollar strengthens against

RMB
GBP

* Excluding accumulated losses
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HBTAN T EHRE
AR%
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HETAUATERAE
AR
BT
RE

—E-0F

fHBTANT EHRE
AR%
R
HETAUATERAE
ARE
R

BREREERERRE (B)

NERR(E)

(i) BREDN
TRITHNREREEREMEEE8S
BAEMBRAT  AEERFANEF(HE
BEEREBRBZATEEDMESL) AL
EREHATEXIRAETHEEER L6
BRRETEETA - SNSRI BEE o

Increase/ Increase/
(decrease) in (decrease) Increase/
exchange in profit (decrease)
rate before tax in equity*
i BR 0 A A R
LH/(FB) /(D) i/ (1)
% HK$'000 HK$'000
ERald THAT THEL
3 3 -

5 2
4 13 -
3) (3) =

(5) (2)
(4) (13) =
4 6 -
4 1 -
(4) (6) =
(4) (1) =

* TarZitER
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29. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Credit risk

The credit risk of the Group mainly arises from bank balances, trade
receivables, retention receivables, and deposits and other receivables.

Bank balances

The Group’s exposure to credit risk arising from bank balances is limited
because the counterparties are banks with high credit-rating assigned by
international credit-rating agencies, for which the Group considers the
credit risk is negligible.

Trade and retention receivables

The Group trades only with recognised and creditworthy third parties.
It is the Group’s policy that all customers who wish to trade on credit
terms are subject to credit verification procedures. In addition, all trade
receivables are closely monitored on an ongoing basis to minimise
the Group’s exposure to bad debts. Since the Group trades only with
recognised and creditworthy third parties, there is no requirement for
collateral.

Concentrations of credit risk are managed by customer and by
geographical. The Group has concentration risk on its major customers
(Note 4) which accounted for 49.5% (2019: 61.4%) of its revenue
for the year ended 30 June 2020. The Group’s major customers
are reputable companies. The management of the Group closely
monitors the subsequent settlement of the customers. In this regard,
the management of the Group considers the Group’s credit risk is
significantly reduced.

The Group measures loss allowances for trade and retention receivables
at an amount equal to lifetime ECLs, which is calculated using a
provision matrix. As the Group’s historical credit loss experience does
not indicate significantly different loss patterns for different customer
segments, the loss allowance based on past due status is not further
distinguished between the Group's different customer bases.

As at 30 June 2020 and 2019, the Group has assessed that the ECL
for retention receivables was immaterial. Thus, no loss allowance for
retention receivables was recognised.
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29. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

Trade and retention receivables (continued)

The following table provides information about the Group’s exposure to
credit risk and ECL for trade receivables as at 30 June 2020:

BBEREREERAR (&

EERR (&)

ERUEGHERENREL (£)
TRREASER-Z-_TF A=TBZENE
SREZEERBLEREEERZER

Current (not past due) to 30 days past due ~ ENH3 (3 81 H) £ 8 HA30K

31-90 days past due BH31-90K
91-180 days past due #H91-180K
More than 180 days past due BH80R A £

The Group did not provide any loss allowance for the trade receivables
for the year ended 30 June 2019 as the financial impact arising from the
credit risk of trade receivables was considered as minimal.

Expected loss rates are based on actual loss experience. These rates
are adjusted to reflect differences between economic conditions during
the period over which the historic data has been collected, current
conditions and the Group’s view of economic conditions over the
expected lives of the receivables.

Movement in the loss allowance account in respect of trade receivables
during the year is as follows:

Expected Gross carrying Loss
loss rate amounts allowance
BHEBEE REASE BiEEE
(%) (HK$'000) (HK$'000)

(%) (FHL) (FHT)

0.5-1.0 900 5
1.5-2.0 1,918 30
4.0-12.0 190 8
16.0-95.0 550 479
3,558 522

HE-Z-NEAAZTALERE  aRBRER
BHTRAEERREL  HBTER/)  FUA
SERYEREHRWEF RN EMAEREE

EHBREAERERERAER - RFL TG
A% URMEEAEEEARZEERR B
Al R AR B EYGURERFAREER R 2
BEZEANER -

rERRNESTERREERZEBNOT

At 1 July 2018, 30 June 2019 and 1 July 2019

—F-NEtA-H
Impairment loss recognised ERRRESE
At 30 June 2020 RZZF-FFNA=1H
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29. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

Deposits and other receivables

The Group makes periodic collective assessments as well as individual
assessment on the recoverability of deposits and other receivables based
on historical settlement records and past experience, current conditions
and forecasts of future economic conditions. At the reporting date,
the credit risks on deposits and other receivable have not increased
significantly since initial recognition, the Group measures the loss
allowance for other receivable at an amount equal to 12-month ECL.

As at 30 June 2020 and 2019, the Group has assessed that the expected
credit loss for deposits and other receivables were immaterial. Thus, no
loss allowance for deposits and other receivables were recognised.

Interest rate risk

The Group is exposed to cash flow interest rate risk in relation to
variable-rate bank balances. The Group currently does not have a policy
on cash flow hedges of interest rate risk. However, the management
monitors interest rate exposure and will consider hedging significant
interest rate risk should the need arise.

Sensitivity analysis

The sensitivity analysis below has been determined based on the
exposure to interest rates for variable-rate bank balances. The analysis is
prepared assuming that the bank balances at the end of each reporting
period were bank balances for the whole year. 25 basis points increase
or decrease represents management’s assessment of the reasonably
possible change in interest rates of bank balances. In management’s
opinion, the sensitivity analysis is unrepresentative of the inherent
interest rate risk as the exposures at the end of each reporting period do
not reflect the exposures during each reporting period.

If interest rates on bank balances had been 25 basis points higher/lower
and all other variables were held constant, the potential effect on the
Group’s post-tax profit for the years ended 30 June 2020 and 2019 is as
follows:

29.

b ESE e

BHEREERERIK(E)

FERR (&)
#z RAMENHE
$$@@%ﬁ&%ﬁ%ﬁ&@%~ﬁﬁ&$%%%
EREHA - EHURE REMERUEZ TREK
B THARERTE - RBERY RERA
SR (5 AR A & KRR L S
e Ak EBRESR2EA 2 BHEEEEH
EEMEREZ BRER -

RIZ-ZER-T-AFRAZTH AKEE
&1&1&@&%@5% B RYEEBRLITE
A Bt YEEZRE RAMRKRZBRE
1%0

A= mE b

$Elﬁmﬁﬁ@§/¥mfﬂﬂ MR MENER
e AEERBTEFBFZRARNASTEL
BR - A EREERFEZRRIEREERE
EHHREATERR o

HRBEDM
MT@WF DTIREPAE $ 807 B RITERHOME
RETE - DM HERREREWRZBTERNE
m&rmﬁq Eehm ] o 2558 FAR TRAR
EEEHRTABRNNEZSREBEZY LT
fl- ERERA GREIMIERREFHEAE
i RRAZHEHROEBRILERRE RS B
R ©

fifERITEE RO Itﬂ/wﬁ%@ﬁ&ﬁﬁﬁﬁﬁﬁ 2
BRFETIE WHAREBRE_T_TER-
T-NFRAZTHLFEZBHREENNEEY
20T

2020 2019

Increase/(decrease) in profit for the year FREFEM/ (RD)
— as a result of increase in interest rate —ARFIE EF
— as a result of decrease in interest rate — R =T

SEEMEREMRAT CROSSTEC Group Holdings Limited

HK$'000 HK$'000
TAT TATL
68 100
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29. FINANCIAL RISK MANAGEMENT 29. MBEBEREZEERAK(E
OBJECTIVES AND POLICIES (continued)
Liquidity risk REBEEERE
The Group monitors its risk to a shortage of funds using a recurring AEEZARALEERDESHIATR ERE
liquidity planning tool. This tool considers the maturity of both its BeERmER LTRASZRESRIARER
financial instruments and financial assets (e.g., trade receivables) and EE(NERESFTE)MEBHAARREELER
projected cash flows from operations. WEHRERE -
The Group’s objective is to maintain a balance between continuity of TEEZEREEEBRARTENNES BE
funding and flexibility through the use of bank loans and overdrafts, HEAERERREES#FESHERERE
obligations under finance leases and trust receipt loans. The Group’s Wz EOTE  AEEZRRREHAEERNR
policy is to maintain the Group at a net current asset position. BEEFENKT -
The maturity profile of the Group’s financial liability as at the end of the REDIHARMERER  ARELREERREH
reporting period, based on the contractual undiscounted payments, is as BERZIBERMT :
follows:
Total Repayable
contractual within one Over 1 year Over 2 year
Carrying undiscounted year or on but less than but less than
amount cash flows demand 2 years 5 years
ANARRE  AER-FAR —F& mER
BHE RenERE EEXER BRER BRERM
|
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TARL TATL TATL TER TER
At 30 June 2020 S A =
Trade and other payables BB 5 R E M 50IA 14,495 14,495 14,49 - -
Lease liabilities HEAR 17,030 18,218 5,154 7,072 5,992
31,525 32,713 19,649 7,072 5992
At 30 June 2019 R-F-NEXA=1H
Trade and other payables B E 5 REMFIE 20,280 20,280 20,280 - -

The Group obtained a banking facility of HK$15,000,000 (2019:
HK$20,000,000) which is secured by the unlimited guarantees from the
holding company of the Group and a charge over deposits at all times
not less than HK$6,700,000 or its equivalent in other currencies (2019:
the unlimited guarantees from the holding company of the Group). The
Group shall also maintain average current account and saving account
balance not less than HK$20,000,000. Up to the date of this report, the
banking facility has not yet been utilised.
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29. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Capital management
The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it in
light of changes in economic conditions and the risk characteristics of
the underlying assets. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to shareholders, return capital
to shareholders or issue new shares. No changes were made in the
objectives, policies or processes for managing capital during the years
ended 30 June 2020 and 30 June 2019.

The capital structure of the Group consists of cash and cash equivalents
and equity attributable to owners of the Company, comprising issued
share capital, reserves and accumulated losses as disclosed in the
consolidated financial statements.

The directors of the Company review the capital structure periodically.
As part of this review, the directors consider the cost of capital and risk
associate with each class of capital. Based on recommendations of the
directors, the Group will balance the overall capital structure of the
Group through the payment of dividends, new share issues as well as
the raising of new bank loans.

Management regards total equity as capital, for capital management
purpose. The amount of capital as at 30 June 2020 amounted to
approximately HK$19,095,000 (2019: HK$36,443,000), in which
management considers as optimal having considered the projected
capital expenditures and the projected strategic investment
opportunities.
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30. HOLDING COMPANY STATEMENT OF 30. BRATZHBMRREK
FINANCIAL POSITION
Information about the statement of financial position of the Company at BRARARKREREER 2 BRRER 2 ER T
the end of the reporting period is as follows: T
2020 2019
Note HK$'000 HK$’000
Wiz TFHT THT
Non-current assets ERBEE
Investment in a subsidiary RE-FWBAF 0 =i
Amounts due from subsidiaries NG 35,312 43,323
35,312 43,323
Current assets REEE
Prepayments ENHE 281 288
Amounts due from subsidiaries R B A R E 2,844 8,576
Cash and cash equivalents BeRkAEEED 7,437 629
10,562 9,493
Current liabilities nBAE
Other payables and accruals H e A 50IA R fE 5 50 95 55
Amounts due to shareholders PR RRFIE —* —*
Amount due to a subsidiary JE 5B /B 2 R 3R 38 2,497 2,497
2,592 2,552
NET CURRENT ASSETS RBEEFE 7,970 6,941
NET ASSETS BERE 43,282 50,264
Capital and reserves BXRRE
Share capital R 28,800 24,000
Reserves @ () 14,482 26,264
TOTAL EQUITY AR 43,282 50,264
* Represent amount of less than HK$1,000 * FEER,0008 T8I0 E °

v RE-BWEAREXLTRE BHTHE)

m Investment in a subsidiary represents unlisted investment, measured at cost.

On behalf of the board of directors hEEZe
Mr. Lee Wai Sang Mr. Leung Pak Yin
FRERE REALE
Director Director
EZ EZ
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30. HOLDING COMPANY STATEMENT OF
FINANCIAL POSITION (continued)

(@) A summary of the Company’s reserve is as

follows:

B RS S M ot

30. BRAFZHBRAK (E)

(@) EDERBIHBEDT

As at 1 July 2018 R=ZZB-NFtA-H
Loss and total comprehensive FEEFBRRZANALE
income for the year

As at 30 June 2019 and 1 July 2019 RZB-AFEAAZTHK
“B-hE+A-H
Loss and total comprehensive FEBBRR2ANALER
income for the year

Proceeds from placing of new shares B &R 05 HE

Issuing expenses of placing of new shares B & ¥k (7 #0176
As at 30 June 2020 R=2-FF~A=1H

31. EVENTS AFTER REPORTING PERIOD

(@)

Subsequent to the reporting period, in August 2020, the Group
entered into a tenancy agreement with a tenant, an independent
third party, for the lease of the Group’s leasehold land and
building in Hong Kong with carrying amount of HK$8,100,000 as
at 30 June 2020.

On 23 September 2020, the Company proposed to implement a
share consolidation pursuant to which every four (4) issued and
unissued ordinary shares of HK$0.01 each in the share capital
of the Company will be consolidated into one (1) consolidated
share of par value HK$0.04 each in the share capital of the
Company (the “Share Consolidation”). The Share Consolidation
is conditional upon, among other things, the approval of the
shareholders at the extraordinary general meeting of the Company
and therefore, is not yet effective as of the date of this report.

A circular containing, among other matters, further details of
the Share Consolidation is expected to be dispatched to the
shareholders on or before 16 October 2020.

For the details of the Share Consolidation, please refer to the
announcement of the Company dated 23 September 2020.

32. APPROVAL OF THE FINANCIAL STATEMENTS

The consolidated financial statements for the year ended 30 June 2020
were approved for issue by the directors on 25 September 2020.
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Share Accumulated
premium losses Total
Rt B B ZitER @t
HK$'000 HK$'000 HK$'000
FEL T A7
56,615 (21,210 35,405
- (9,141) (9,141)
56,615 (30,351) 26,264
- (17,830) (17,830)
0,384 - 0,384
(336) = (336)
62,663 (48,181) 14,482

3. BEHMRER

@  REEHEG AEER-Z-F E)\H f—5
BE(BBYE=F) HHEER 2 -2F A
=1 BEREE A8,100,0008 LA A E B & EM
ErmREFIVHERSZ

b  RAIE-TEAR-TZB - AREEEES
Binas - Bt AARRARENGRER
AB0OIETLZ BB T RARTL BB AN
AARARBRARFN—()EEREBNM4E T
ARG (B f’WﬁJ) BRIAEH AR (Eh
B BRERARBIREEHAS EikE -
FAEE - B RARS B MR EW -

EHEE (AReRm) RO GHE—FHEZE
EER—E_TF+ AT AR EE TR
?i

BREBODAHHE F2HARA-Z_F
FNAZT=BZARARE

32. MEMBHE

HE "2 REA-TREFEZEAMBRAE
R-B-EFEAA_THRAESMETIH -



Five-Year Financial Summary

hEBRHE

A summary of the results and of the assets, equity and liabilities of the Group ~ AEBSAAENBFENEEUREE  #m L AGH
for the last five financial years is as follows: BEMT :

GROUP RESULTS rEBEE

Year ended 30 June

BEAR=tHLEE
2020 2019 2018 2017 2016

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAET TR TAT TRL TAT

Revenue KA 53,789 95,336 71,541 99,094 132,719
(Loss)/profit before income tax BRF G BT (B51R)
Vet (28,360) (9,6006) (22,731) (20,860) 16,293
Income tax credit/(expenses) FiEREe,/ (%) 162 (28) (209) 141 (4,785)
(Loss)/profit for the year FE(ER)/&h (28,204) (9,634) (22,940) (20,719) 11,508
Total comprehensive income UTALTEGEEEEE
for the year attributable to: WA :
Owners/Equity holders of TEBEBEN/
the Group BREFEAA (28,196) (9,387) (22,875) (20,793) 11,449
(28,196) (9,387) (22,875) (20,793) 11,449
GROUP ASSETS AND LIABILITIES rEBEERAR
As at 30 June
RARA=tH
2020 2019 2018 2017 2016

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TR TAT TAL FAT

Assets BE
Non-current assets ERBDEE 20,777 7,405 7,194 5,629 1,151
Current assets MEEE 34,160 54,274 61,351 90,052 47,292
Total assets BEE 54,937 61,679 68,545 95,681 48,443
Equity and liabilities BEREE
Total equity aEn 19,095 36,443 45,830 68,705 8,883
Non-current liabilities EnBBE 12,560 644 810 759 103
Current liabilities mEEE 23,282 24,592 21,905 26,217 39,457
Total liabilities BafE 35,842 25,236 22,715 26,976 39,560
Total equity and liabilities RN AGER 54,937 61,679 68,545 95,681 48,443
Note: The summary of the consolidated results and of the assets, equity and liabilities of the — [t - FEERFELEHBFREGEREUREE B RE
Group for the last five financial years are extracted from the published audited financial BZHEHHEC FIFLERAHRZ
statements.
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