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Sound, steady and long-term operations,
creating greater value for shareholders and the society.
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Dear Shareholders,

On behalf of the Board of Directors (the “Board”), | am
pleased to present the annual report of Hengdeli Holdings
Limited (the “Company”) and its subsidiaries (the “Group”)

for the year ended 31 December 2020 (the “year”
“year under review”) for your review.

or the

2020 was an exceptionally extraordinary year. Hard hit
by the COVID-19 pandemic globally, the world economy
experienced deep recession with volatile international
financial markets. These, coupled with the US-China trade
frictions and other adverse factors, have exposed the
economies of Mainland China, Hong Kong and Macau under
tremendous pressure unprecedented in recent years, and
enterprises were confronted with difficulties and challenges
in their operation. Under the principle of “sound, steady and
long-term operations”, the Group adjusted its business in
response to market adjustment to ensure the survival and
health of the enterprise under severe difficulties, aiming to
achieve long-term development in the future.

As of 31 December 2020, the Group recorded
revenue of approximately RMB1,219,856,000 (2019:
RMB2,417,181,000),
decrease of 49.5%; among which retail sales amounted to
approximately RMB677,167,000 (2019: RMB1,678,209,000),
representing a year-on-year decrease of 59.6%; revenue

representing a year-on-year

from industrial group and others amounted to approximately
RMB542,689,000 (2019: RMB738,972,000),
a year-on-year decrease of 26.6%.

representing
Due to the decline in
revenue; provision for inventory; impairment of property,
plant and equipment and the disposal of retail business, the
Group recorded a loss of approximately RMB386,524,000
and loss attributable to equity shareholders amounted to

approximately RMB383,076,000.
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During the year under review, the Group’s retail business
of renowned watches suffered great loss due to the raging
of the novel coronavirus that almost resulted in a global
lockdown which, in addition to ongoing US-China trade
frictions, has made the operating environment in Hong
Kong, Macau, Taiwan and Southeast Asia exceptionally
difficult that the Group’s retail business of renowned
watches suffered heavy losses as a result. In view of the
deteriorating and challenging market conditions and the
heavy losses incurred in business, the Group considers
that the future of renowned watch selling business will be
bleak and continuous operation will pose more serious risks
to the enterprise. Therefore, the Board decided to wind up
the operation of renowned watch business during the year.
The Group believes that this is in the best interest of the
Company and all shareholders.

During the year under review, the industrial group also
faced great difficulties and challenges. The impact of the
global pandemic has highlighted the operation difficulties
of companies, and many of our peers in the Mainland have
failed to survive. As the Group is committed to stability and
development through innovation, while ensuring the safety
and health of our staff, the Group took various measures
to respond to the pandemic and resumed production in a
timely manner, achieving relatively significant results. Under
the concerted efforts of all staff, the revenue of the industrial
group for the year under review, though decreased by 27.3%
year-on-year, still recorded profit of over RMB$10 million,
which was a challenging achievement. The sound operation
has laid a solid foundation for future business development
of the industrial group and provided a good opportunity for
the Group’s strategic transformation.

The Group’s core values of “respect, commitment,
cooperation and innovation” have enabled us to build a solid
foundation for corporate governance and fulfilment of social
responsibilities. Believing that business exists as a part of
society and prospers along with it, the Group, apart from
its efforts in achieving business results and creating brand
value, has been improving its social values by protecting the
environment, managing environmental quality, conserving
resources and developing talents. The Group also actively
participated in public welfare activities with an aim of
growing together and sharing with the community.

At present, the COVID-19 pandemic is still spreading
globally, the trend for political instability is still very obvious
while there are still many difficulties and challenges for
economic operation in the world and China. However, the
pandemic in Mainland China is largely under control, and for
the year as a whole there have been positive signals from
various key economic indicators, showing that the economy
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has generally withstood the impact of the pandemic.
The Group believes that with China’s significant market
advantages and potentials for domestic demand, the long-
term positive fundamentals of China’s economy remain
unchanged and the trend for medium-to-high economic
growth will continue. Adhering to the principle of “sound,
steady and long-term operations”, the Group will continue
to seek new business opportunities with an open mind
and creative thinking based on the stable and sustainable
development of its overall business, to ensure the healthy
survival of the Group.

In 2021, the Group will leverage on the stable environment
of economic development in Mainland China to focus
on expanding the development in production of high-
end accessories for renowned watches, and on engaging
in deeper cooperation with brands and international
counterparts in various ways, striving to become an
indispensable independent segment in the global industrial
ecological chain of high-end watch groups. The Group will
continue to enhance the service standard of its integrated
services for commercial space in domestic and international
markets. In 2021, the Group will also embark on a limited
number of diversified business activities to include the
production of high-end product accessories in other high-
end lifestyle products such as jewellery, cosmetics and
mobile phones, and to expand its commercial space
beautification services to include living space beautification
services, to truly establish the Group as a platform for
business-friendly and home-friendly lifestyle services and
achieve a breakthrough in corporate development.

On behalf of the Group, | would like to express my sincere
gratitude to our shareholders, suppliers, customers and
other business partners for their ongoing trust and support,
and to all our staff members for their dedication and
wholehearted contributions over the past year.

By order of the Board
Zhang Yuping

Chairman

Hong Kong, 23 March 2021
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The directors (“Directors”) of the Company are pleased to
present to you this report and the audited accounts of the
Company for the year ended 31 December 2020.

BUSINESS REVIEW

During the year under review, the Group’s business was
primarily focused on the sale of internationally renowned-
brand watches, comprehensive related customer services
and maintenance in Hong Kong, Macau, Taiwan and
Malaysia, high-end product accessories manufacturing,
commercial space integration services and e-commerce,
etc.

Retail Network

The Group’s retail network is mainly located in Hong Kong,
Macau, Taiwan and Malaysia where retail stores mainly
included “Elegant”, “Hengdeli’/“Watchshoppe”, and certain
single-brand boutiques. “Elegant” stores are mainly located
in Hong Kong, selling high-end internationally renowned-
brand watches, while “Hengdeli’/“Watchshoppe” stores are
mainly located in Taiwan and Malaysia, selling mid-end and
mid-to-high-end internationally renowned-brand watches.

The Group has maintained sound business relationships
with many world-renowned-brand watch suppliers over the
years, including the Swatch Group, the LVMH Group, the
Richemont Group and the Kering Group, etc. During the
year, the Group was engaged in the distribution of over
50 internationally renowned brands from the above four
major brand suppliers and other independent watchmakers,
including Breguet, Blancpain, Bulgari, Cartier, Girard-
Perregaux, Harry Winston, IWC, Jaeger-LeCoultre, Longines,
Mido, Omega, Parmigiani, Vacheron-Constantin, Tissot,
Zenith, and Hublot, etc.

During the year under review, the Group’s retail business of
renowned watches suffered unprecedented tough times due
to the raging of the novel coronavirus that almost resulted
in a global lockdown which, in addition to ongoing US-
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China trade frictions and geopolitical unrest, has made the
operating environment in Hong Kong, Macau, Taiwan and
Southeast Asia exceptionally difficult that the Group’s retail
business of renowned watches suffered heavy losses as a
result. Retail sales in Hong Kong experienced a substantial
decline, representing a year-on-year decrease of 65.7%,
while the sales in Taiwan and Malaysia was also hit hard.
Watch retail business of the Group suffered tremendous
losses.

In the face of severe crises, the Board continued to closely
monitor the efficiency and effectiveness of the renowned
watch business, and carry out periodic performance
evaluations promptly. The Group has adopted various
methods, including shop closure and staff layoff, to reduce
cost and enhance efficiency. As stated in the announcement
of the Group dated 4 September 2020, the Group had also
attempted to liaise with landlords of its shops for rental
reductions or concessions, but the result was not very
fruitful. The Group has only achieved temporary reductions
of rent from certain landlords as most landlords were not
willing to commit to any long-term arrangement of rental
reductions or concessions. As disclosed in the Company’s
interim report for the six months ended 30 June 2020, the
Group had recorded an unaudited loss attributable to equity
shareholders of approximately RMB71,000,000, which
was mainly attributable to the decrease in revenue of the
retail business of renowned watches and the impairment of
property, plant and equipment, and inventory provisions.

Given the unfavorable factors such as challenging
conditions, severe losses in the renowned watch business
and deteriorating market environment, the Group expected
that the prospects for the retail business in Hong Kong,
Macau, Taiwan and Southeast Asia would be gloomy, and
that the outlook for renowned watch retail business would be
even more pessimistic. The Board rendered such business
to no longer be commercially attractive. As stated in the
announcement of the Group dated 4 September 2020, after
careful and due consideration, the Board has resolved to
cease the operation of the Group’s renowned watch retail
business.

REPORT OF DIRECTORS
EEEHREE

AT ARBHEREZFR BETETABIH
BEFRE TR T65.7%  MAE &S KE:
WENHENZIEL - SEFHRTEEHR
BERE -

HYBRELCH EERHETVERAKRER
R R W R B AERERMERIR - K
SERREAE HEEZBHENRBIZEI
MAEBR -_ZE-_FTFNLANAN QLA -
75 [E th 2 o (B B 47 5 2 EokOR A s 2
% BEREIFA+HERE KZHETES
ENEARERDIBAESLZH - NEEE
RS TREZETHNREHASRE - HBARQ A
BE-_Z-_FTFNA=+EBRNEAAZHHRE
FHER  AEEERSHNARACEZNROES
AEEEERELN A ARKT71,000,0007T * M
FEEIZEANBHITEEZFRAN TEAR
M - BERRERRENTFERES -

HERFm BN BEREBOHEREESE -
FESLELNMBRREMNHNEER  AEEE
Ao BRARRERMETEXIREA B
BREEARENTRLE  EFTEHELER
BIBEEBERS S - KERBENEENZE
B AEER _ZE_TFNANBHNAEN
i BEEEREEREBERETEXBNES -

SRRRIARAT B R 7



REPORT OF DIRECTORS
EEEHREE

During the year under review, the Group’s retail sales of
renowned watches recorded a heavy loss, representing a
year-on-year decrease of 59.6%. As of 31 December 2020,
the Group still operated two retail outlets located in Hong
Kong and Macau, respectively. The Group also had four
branded pop-up shops in Hong Kong. As of the date of this
report, the Group has sold or closed the said two outlets
and the four pop-up shops, and has generally ceased the
operation of the renowned watch retail business. The Board
believed that it is in the best interests of the Company
and its shareholders as a whole to cease the watch
retail business, so that the Group will be able to focus its
resources on businesses that can offer favorable prospects
to the Group.

Industrial Group

The Group has a relatively mature industrial chain for high-
end product accessories manufacturing and platforms for
commercial space integration services, mainly covering
from the manufacturing of watch accessories and packaging
products to commercial space design, production and
decoration. Companies are mainly located in Suzhou,
Guangzhou and Dongguan. Our branches and subsidiaries
have earned a solid reputation in their respective fields,
forming tight relationships, mutual trust and interest sharing
with brand suppliers. A wide customer base covering China,
Switzerland, the United States and other countries in the
Asia Pacific region has been established.

During the year under review, the industrial group also
faced great difficulties and challenges. The impact of
the pandemic has highlighted the operation difficulties
of its three subsidiaries which are all located in Mainland
China, and many of our peers in the Mainland have failed
to survive. As the Group is committed to stability and
development through innovation, while ensuring the safety
and health of our staff, the Group resumed production in
a timely manner and took various measures to respond to
the pandemic, achieving relatively significant results. Under
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the concerted efforts of all staff members, the revenue of
the industrial group for the year under review decreased
by 27.3% as compared with the same period of last year,
which was less than the peers in the industry. However, the
industrial group still recorded a profit of over RMB10 million,
which was a challenging achievement. The sound operation
of the industrial group has laid a solid foundation for future
business development of the Group.

During the year, the pandemic has been well-controlled in
Mainland China, and each major economic indicator has
shown positive signals, which indicate the overall economy
standstill after the strike of the pandemic. The Group
believes that with significantly extensive market advantages
and potential for domestic demand, the favorable long-term
fundamentals of China’'s economy remain unchanged and
the developing trend of the economy at a medium to high
speed will continue. Under the background of the strong
industrial strategy of the Chinese government, the Group
will seek opportunities to conduct industry integration of the
upstream and downstream products, as well as strive for
improving leadership in the industry through fully seizing
the development opportunities, further strengthening the
industrial management together with technical R&D and
innovation, taking quality as the priority and driving growth
by innovation. By leveraging Mainland China’s stable
economic development environment, we will maintain and
expand the manufacturing of accessories for mid-to-high-
end products such as watches that can bring stable income
to the Group, improve the level of existing commercial
space integration services, and conduct deeper cooperation
with brands and international peers in various ways. At the
same time, the Group will spare no effort to implement a
limited diversification process on its business, integrate
the manufacturing of high-end product accessories into
other fields of high-end lifestyle products such as jewellery,
cosmetics and mobile phones, and expand the commercial
space beautification services to the fields including living
space beautification services, and continue to expand
our business model, enrich product pipelines, so as to
realize a new breakthrough in our development. The Group
firmly believes that the industrial group, through its rapid
improvement, will provide internal impetus to the Group’s
sustainability and development.
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MAJOR RISKS AND UNCERTAINTIES

The Group’s operations, financial condition, business
directions and prospects may be affected by various risk
factors and uncertainties. The major risks and uncertainties
for the Group are identified below. Except as stated below,
there may exist other risks and uncertainties unknown to
the Group or are not material at present but could become
material in the future.

Strategy Risk

The business environment in the market keeps changing
over time. Setbacks in economic activities pose particularly
adverse effect on the sale of high-end products. As a
service provider of high-end brands, if our strategies are
unable to avert the impact in a timely manner and be revised
according to the situation, the Group may suffer from
uncertainty risk. In this regard, the Group will closely monitor
the market and revise our strategic approaches from time to
time in order to put us on track for healthy growth.

Commodity Risk

Currently, the Group’s business and operating results to
some extent rely on brand suppliers. If brand suppliers
no longer appoint the Group as their service provider, or
there arise quality issues regarding their services, there will
be a risk that the Group’s operating results may fluctuate
vigorously. The Group has maintained good cooperative
relationships with many international brand suppliers, so
that the risk of reliance on any single brand supplier can
be reduced, which attributes to the continuous health of the
Group’s business.

Operation Risk

Operation risk refers to the risk that losses will be incurred
because of the shortage or failure of an internal business
process, staffing or system, or attributable to an external
event. Managing the operating risk is, in general, the duty of
each functional department. The Group is of the opinion that
operating risk cannot be eliminated entirely and will have an
impact on our operating results and profits.
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The Group has issued guidance about internal standard
operating procedures, authorities and reporting hierarchy.
Internal audit department will identify and assess major
operating risks and report any such risk to senior
management for appropriate countermeasures. Take
inventory control as an example, besides scientific
management and stringent controls on its operating process,
the Group will also make provisions so as to control risk to
the greatest extent.

Financial Risk

The Group’s financial risks mainly include market risk
and liquidity risk. Monetary condition, interest rates and
interest rate cycles may pose a risk to the financial position,
operating results and business of the Group.

Market risk refers to the risk that the Group’s earnings
and capital or the ability to achieve the desired business
goals may be adversely affected by changes in exchange
rates and interest rates, etc. The Group timely monitors the
relative foreign exchange positions of assets and liabilities
and makes appropriate adjustments to minimize foreign
exchange risk. Interest rate risk is regularly managed and
monitored by the Group’s senior management.

Liquidity risk refers to the risk that the Group is unable to
obtain sufficient funds or realize assets, leading to failure
of meeting its contractual obligation when it falls due. In
managing liquidity risk, the Group monitors cash flow and
maintains adequate capital and credit facilities to ensure the
supply of funds for the Group’s operations and reduce the
impact of fluctuations in cash flow.

Talent Pool Risk

Recruiting the right people is an essential factor for the
development of an enterprise. Competition is intense in
the industry and regions in which the Group operates its
business. The shortage or loss of personnel with appropriate
skills or experience could pose a potential risk impacting
the Group’s ability to achieve its goals. The Group provides
competitive salaries and benefits as well as various
incentives to attract the right talent so as to satisfy the needs
of corporate development.
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OUTLOOK

At present, the COVID-19 pandemic is still spreading
globally, the trend for political instability is still very obvious
while there are still many difficulties and challenges for
economic operation in the world and China. However, the
pandemic in Mainland China is largely under control, and for
the year as a whole, there have been positive signals from
various key economic indicators, showing that the economy
has generally withstood the impact of the pandemic.
The Group believes that with China’s significant market
advantages and potentials for domestic demand, the long-
term positive fundamentals of China's economy remain
unchanged and the trend for medium-to-high economic
growth will continue. Adhering to the principle of “sound,
steady and long-term operations”, the Group will continue
to seek new business opportunities with an open mind and
innovative thinking based on the stable and sustainable
development of its overall business, so as to ensure the
healthy survival of the Group.

In 2021, the Group will leverage the consistently stable
environment of economic development in Mainland China
to focus on expanding the development in the production
of high-end accessories for renowned watches, and
on engaging in deeper cooperation with brands and
international counterparts in various ways, striving to
become an indispensable independent segment in the
global industrial ecological chain of high-end watch groups.
The Group will continue to enhance the service standard of
its integrated services for commercial space in domestic and
international markets. In 2021, the Group will also embark on
a limited number of diversified business activities to include
the production of high-end product accessories in other
high-end lifestyle products such as jewellery, cosmetics
and mobile phones, and to expand its commercial space
beautification services to include living space beautification
services, so as to truly establish the Group as a platform for
business-friendly and home-friendly lifestyle services and
achieve a new breakthrough in corporate development.
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COMPLIANCE OF LAWS AND REGULATIONS

To the knowledge of the Company, there was no major
change to the relevant laws and regulations that have major
impacts on the business and operation of the Group for
the year. Also, the Group has complied with such laws and
regulations in all major respects covering sale of products,
protection offered by online platforms to brand suppliers,
labor standards, environment protection and anti-corruption
and bribery prevention policies.

FINANCIAL REVIEW

The Group maintained a sound and stable financial position.

Revenue

For the year ended 31 December 2020, the Group
recorded revenue of approximately RMB1,219,856,000
(2019: RMB2,417,181,000), representing a year-on-year
decrease of 49.5%, among which retail sales amounted to
approximately RMB677,167,000 (2019: RMB1,678,209,000),
representing a year-on-year decrease of 59.6%; the
revenue from the industrial group and others amounted to
approximately RMB542,689,000 (2019: RMB738,972,000),
representing a year-on-year decrease of 26.6%.

Under the background of the spread of coronavirus and
deep recession of the economy, watch retail in each region
of the Group, especially in Hong Kong, has experienced
difficulties, resulting in a notable decline in retail sales.
Many shops recorded significant losses. During the year,
the Group resolved to cease the operation of the retail
business. The industrial group and others also faced
significant adversity and challenge. With the impact of
global pandemic, business operation was becoming more
difficult.
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Breakdown of revenue: (for the year ended 31 December
2020)

WADH : (BE—E—FF+—-_A=+—HIt
Ff)

2020 2019
—ECEF —E-NE
RMB’000 RMB’000
AR (F7) %o NESIS (SRTw) %
Retail and Trading Business TEREGEB
Hong Kong BB 501,403 411 1,461,994 60.5
Taiwan/Malaysia =Y - Jii ] 175,764 14.4 216,215 8.9
Industrial Group and others THEBRZE 542,689 44.5 738,972 30.6
Total s 1,219,856 100 2,417,181 100

Taiwan/Malaysia
a8/ HRAEE
14.4%

Industrial group and others
I¥EmME
44.5%

Gross loss and gross loss margin

As of 31 December 2020, the Group’s gross loss amounted
to approximately RMB148,223,000 (2019: gross profit
RMB390,504,000), representing a year-on-year decrease
of 138.0%. Gross loss margin was approximately 12.2%
(2019: gross profit margin 16.2%), representing a year-on-
year decrease of 28 percentage points. The decrease in
gross profit and gross profit margin was mainly due to the
significant decrease in the retail revenue resulted from the
impact of the economic environment and other factors such
as the increase in the inventory provisions.
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Loss for the year

The Group recorded loss of approximately RMB386,524,000
during the year (2019: RMB324,117,000).
to equity shareholders amounted to approximately
RMB383,076,000 (2019: RMB332,520,000). The loss
was mainly due to the decrease of revenue affected by

Loss attributable

the economic environment, the inventory provisions, the
impairment of property, plant and equipment, and the loss
on the disposal of the retail business.

Financial status and net debt to equity ratio

The Group maintained a sound and stable financial position.
As at 31 December 2020, the Group had total equity of
approximately RMB3,439,810,000 (2019: RMB3,981,587,000)
and net current assets of approximately RMB2,322,526,000
(2019: RMB2,930,548,000), with cash and cash equivalents
and deposits with approximately RMB1,241,863,000 (2019:
RMB1,713,284,000) and total bank loans of approximately
RMB29,918,000 (2019: RMB216,617,000). As at 31
December 2020, there were no bank loans bearing interests
at fixed rates (2019: RMB102,733,000, at fixed rates of
approximately 3.59% to 5.10%). All bank loans bore interests
at floating rates of 1.40% to 1.75% (2019: 1.70% to 3.06%).
As at 31 December 2020, approximately 0% (2019: 18%),
0% (2019: 29%), 0% (2019: 6%) and 100% (2019: 47%) of
bank loans were denominated in RMB, HKD, USD and NTD,
respectively. The maturity profile of bank loans is set out in
note 21 to the accompanying financial statements. During
the year under review, there was no sign of significant
changes in the Group’s demand for loans in a particular
quarter.

As at 31 December 2020, the Group’s total debt amounted
to approximately RMB29,918,000 (2019: RMB216,617,000).
The net debt to equity ratio of the Group was zero (2019:
zero) (Net debt is defined as total debt (which includes total
interest-bearing borrowing) less cash and cash equivalents).
It established a solid foundation for the further business
expansion of the Group.
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The Group adopts prudent treasury policies in financial and
cash management, manages bank credit availability and
monitors risks of credit cost centrally in various ways. The
Group maintains a good partnership with a number of banks
which provide financing facilities, and reviews its funding
liquidity and financing needs regularly.

Foreign exchange risk

The Group’s transactions are mainly denominated in
HKD, RMB and NTD. During the year under review,
the foreign exchange movements of such currencies
were managed properly. Accordingly, the Group was
not exposed to significant risks associated with foreign
exchange fluctuations. The Group has not entered into
foreign exchange hedging arrangements to manage foreign
exchange risk but has been actively monitoring its foreign
exchange risk.

Pledge of assets

As at 31 December 2020, the Group had land and buildings
equivalent to approximately RMB99,047,000 (2019:
RMB142,163,000) pledged as security for mortgage.

Contingent liabilities

As at 31 December 2020, the Group had no material
contingent liabilities (2019: nil).

Current assets

As at 31 December 2020, the current assets of the Group
amounted to approximately RMB2,459,838,000 (2019:
RMBS3,441,497,000), comprising inventories of approximately
RMB653,106,000 (2019: RMB1,309,758,000), trade and
other receivables of approximately RMB535,487,000 (2019:
RMB416,263,000), cash and cash equivalents and deposits
with banks of approximately RMB1,241,863,000 (2019:
RMB1,713,284,000).

As at 31 December 2020 cash and cash equivalents of
approximately 14% (2019: 11%), 82% (2019: 77%) and 4%
(2019: 12%) were denominated in RMB, HKD and other
currencies, respectively.
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Current liabilities

As at 31 December 2020, the current liabilities of the
Group amounted to approximately RMB137,312,000
(2019: RMB510,949,000), comprising bank loans of
approximately RMB2,322,000 (2019: RMB142,094,000),
trade and other payables of approximately RMB117,563,000
(2019: RMB221,453,000), lease liabilities of approximately
RMB12,248,000 (2019: RMB121,586,000) and current
taxation of approximately RMB5,179,000 (2019:
RMB25,816,000).

Capital structure

The Company’s capital structure is composed of issued
share capital, reserves and accumulated profits. As at 31
December 2020, the issued share capital of the Company
was 4,662,666,959 shares (2019: 4,662,666,959 shares),
with reserves and accumulated profits of approximately
RMB3,344,357,000 (2019: RMB3,872,278,000) in total.

Significant investment, material acquisition and
disposal

During the year under review, Taiwan Hengdeli Company
Limited* (2= B R AR A F), an indirect wholly-owned
subsidiary of the Company, had sold 80% equity interest
and the paid-up capital of Jing Guang Tang Company
Limited* (fBXZBERRKRMBBERAF), an indirect non-wholly
owned subsidiary of the Company, to Lee Shun-Lung (Z)E
#), Lee Shun-Fu (ZJEE) and Chung Hsiao-Yun ($E8%), at
a consideration of approximately NTD93.7 million (equivalent
to approximately HKD25 million). For details of this disposal,
please refer to the announcements of the Company dated 23
October 2020 and 20 November 2020.

The Company has no material acquisitions or disposals of
subsidiaries, associates and joint ventures during the year
under review, except as disclosed above and in the notes to
the financial statements.

Except as disclosed in the notes to the financial statements,
the Company did not hold other significant investments
during the year under review.
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THE COMPANY

During the year, the Group is engaged in the distribution of
mid-to-high-end consumer goods including internationally
renowned-brand watches, related customer services,
commercial space integration services and manufacturing of

high-end product accessories.

The principal activities of the subsidiaries of the Company
which materially affect the results, assets and liabilities
of the Group are set out in note 14 to the accompanying
financial statements.

DISTRIBTABILITY OF RESERVES

As at 31 December 2020, the aggregate amount of
distributable reserves of the Company was approximately
RMB1,426,459,000 (2019: RMB1,338,806,000), which is
set out in note 26 to the financial statements in this annual
report.

DIVIDEND POLICY AND FINAL DIVIDEND

The Company’s ability to pay dividends depends on, among
other things, the Group’s current and future operations,
liquidity position and capital requirements. The payment of
dividends by the Company is also subject to compliance
with any restrictions under the Laws of the Cayman Islands,
the memorandum and articles of association of the Company
and any applicable laws, rules and regulations. The Board
will review the dividend policy from time to time and may
exercise at its absolute and sole discretion to update,
amend, and/or modify the policy at any time as it deems fit
and necessary. There is no assurance that dividends will be
paid in any particular amount for any specific period.

The Board does not recommend the payment of any final
dividend for the year ended 31 December 2020 (2019: nil).
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PRE-EMPTIVE RIGHTS

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

FINANCIAL HIGHLIGHTS

The summary of the Group’s results and assets and
liabilities in the last five financial years (for the year ended
31 December) are set out on page 73 of this annual report.

PURCHASE, SALE OR REPURCHASE OF
SECURITIES

During the year under review, neither the Company nor
its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities (2019: nil).

As of 31 December 2020, the issued share capital of the
Company was 4,662,666,959 shares (2019: 4,662,666,959
shares).

EQUITY-LINKED AGREEMENTS

Share award scheme

On 25 March 2015, a share award scheme (the “Share
Award Scheme”) was adopted by the Company to recognize
the contributions of certain participants to the Company
and to attract suitable personnel for the growth and further
development of the Company.

Subject to any early termination as may be determined by
the Board, the Share Award Scheme shall be valid for a term
of ten (10) years commencing on the adoption date. The
Board may select any participants, other than any excluded
participant, for participation in the Share Award Scheme
and determine the award amount for the purchase of the
awarded shares to be awarded to the selected participants.
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The Board is entitled to impose any conditions (including a
period of continued service within the Group), as it deems
appropriate in its absolute discretion with respect to the
entitlement of the selected participants to the awarded
shares. No consideration for the awarded shares is needed
to be paid by the selected participants to the Company. The
Board shall not make any further award of awarded shares
which will result in the nominal value of the shares awarded
by the Board under the Share Award Scheme exceeding
10% of the issued share capital of the Company as at the
adoption date. The maximum number of shares which may
be awarded to a selected participant under the Share Award
Scheme in a 12-month period shall not exceed 0.5% of the
issued share capital of the Company as at the adoption date
or such number of shares as determined by the Board from
time to time.

The Share Award Scheme shall terminate on the earlier of
the tenth anniversary date of the adoption date or such date
of early termination (whichever is earlier) as determined by
the Board.

During the year, the Company did not grant any awarded
shares to the employees of the Group (2019: 30,000,000
shares granted).

Share Option Scheme

At the annual general meeting of the Company held on
15 May 2015, the share option scheme was adopted
conditionally. The share option scheme of the Company (the
“Share Option Scheme”) was adopted to grant options to
selected participants including but not limited to directors
and employees of the Group as incentives or rewards
for their contributions to the Group. Subject to any early
termination as may be determined by the Board, the Share
Option Scheme shall be valid and effective for a term of ten
years commencing on the adoption date, with a remaining
life of approximately four years as of the date of this annual
report.
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Under the Share Option Scheme, subject to the discretion
of the directors, there is no minimum period for which an
option must be held before it can be exercised. Each option
has a maximum valid period of ten years after which the
option shall lapse. The total number of shares issued and
to be issued upon exercise of the options (including share
options exercised and outstanding) granted to the eligible
participants in any 12-month period must not exceed 1%
of the shares in issue. Any further grant of options to such
participant which would result in the shares issued and to
be issued upon exercise of all options granted and to be
granted to such participant (including exercised, cancelled
and outstanding options) in the 12-month period up to and
including the date of such further grant representing in
aggregate over 1% of the shares issued by the Company,
must be subject to separate approval by shareholders,
with such participant and his or her close associates (or
associates (if such participant is a connected person))
abstaining from voting. The exercise price shall not be
less than the higher of: (i) the closing price of the shares
as stated in the daily quotation sheets issued by the Stock
Exchange on the date of offer; (ii) the average of the closing
prices per shares as stated in the daily quotation sheets
issued by the Stock Exchange for the five business days
immediately preceding the date of offer; and (iii) the nominal
value of the shares.

Under the Share Option Scheme, the grantee shall accept
the option within ten days from the date of the offer to grant
the share option and pay HKD1.00 to the Company as
consideration for the grant upon acceptance of the option.

As of the date of this annual report, the total number of
shares of the Company available for issue under the Share
Option Scheme was 478,437,095 shares, representing
10.5% of the number of issued shares of the Company, and
there was no option outstanding (2019: nil).
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DIRECTORS

The names of Directors of the Company during year 2020
are as follows:

Zhang Yuping, Huang Yonghua, Lee Shu Chung, Stan,
Cai Jianmin, Wong Kam Fai, William, Liu Xueling, Shi
Zhongyang.

DIRECTORS’
BUSINESS

Save as disclosed in this annual report, during the year
under review and as of the date of this report, none of the

INTERESTS IN COMPETING

Directors were considered to have any interests in any
business which competed or may compete, either directly
or indirectly, with the business of the Group required to be
disclosed under the Listing Rules.

DIRECTORS’ SERVICE CONTRACTS

The Company has entered into service contracts with each
of the executive Directors, non-executive Directors and
independent non-executive Directors for a term of three
years. The Company did not enter into service contracts
that cannot be terminated without payment of compensation
(other than statutory compensation) within one year.

Save as disclosed in this annual report, no Director has
entered into any service agreement with any member of the
Group.

REMITTED INDEMNITY PROVISION AND
DIRECTORS’ LIABILITY INSURANCE

Pursuant to the articles of association of the Company, the
Directors, among others, shall be indemnified and secured
harmless out of the assets and profits of the Company from
and against all actions, costs, charges, losses, damages
and expenses which they or any of them shall or may incur
or sustain by or about the execution of their duty in their
offices.

A directors’ and officers’ liability insurance is in place to
protect the Directors and officers of the Group against any
potential liability arising from the Group’s activities which
such Directors and officers may be held liable.

24 Hengdeli Holdings Limited Annual Report 2020

)
B REEAARNEFRENT :

SREF - EmOKE - FHD > HER "2HE.
BT L5 -

EENBEXEB o ER

BRAFHEEIN BEFEARBEARARSH
Hib SIEEERR AN EANERIMEERERN
SEZXBERBFRAIERAHF 2 EBH
BAERBE EMRABTRE 2

BEEZRBEHN
ARFREHNTESR  FRTEERBLIEH
FEEUITERBEH  BH=F - FARE
I TTR—FRTTEE (REEEHEN)
M LRI EL -

BRAFHREEIN ESHEELKEETMXE
RARI M EFIBRTE B E °

BEFZRAERYRESZEER
%
BEAARZABERMA - (XH0E) 8
FERBERNTREFBRREZ 2 FiE
BB B EK BEREY HAL
= 40 E X R 1 TR S St
AR -

ARARERREZLRSABEEERE - Uit
AEEEZL MM E AR 2 AREMNEN
SEXRBMmES 2 BEREMRRFRHERE -



DIRECTORS’ MATERIAL INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS AND THE CONTROLLING
SHAREHOLDER’S MATERIAL INTERESTS IN
CONTRACTS

During the year, save as disclosed under the section
headed “Continuing Connected Transactions” in this annual
report and related party transactions disclosed in note
28 to the consolidated financial statements, no Directors
or any entities connected with Directors had a material
interest, whether directly or indirectly, in any transactions,
arrangements or contracts of significance in relation to the
Group’s business, subsisted during the year under review.

Save as described in this annual report, during the year
under review, there was no contract of significance
between the Company or its subsidiaries and the controlling
shareholder of the Company or any of its subsidiaries.

REMUNERATION OF THE DIRECTORS AND
THE FIVE HIGHEST PAID DIRECTORS/
EMPLOYEES

Details of remuneration of the Directors made in accordance
with specific basis during the year under review are set out
in note 7 to the accompanying financial statements.

Details of remuneration of the five highest paid individuals
during the year under review are set out in note 8 to the
accompanying financial statements.

Details of remuneration of the senior management during
the year under review are set out in note 28(a) to the
accompanying financial statements.

The remuneration policies of the Group are as follows:

— The amount of remuneration for the Directors or the
employees is determined according to their relevant
experience, responsibilities, workload and years of
service in the Group;
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- The non-monetary benefits are determined by the
Board and are provided in the remuneration package
of the Directors or the employees;

- The Directors and the eligible employees shall
be granted with options or awarded shares of the
Company as determined by the Board to be part of
their remuneration package.

EMPLOYEE RETIREMENT BENEFIT SCHEME

Details of the Group’s employee retirement benefit scheme
are set out in note 23 to the accompanying financial
statements.

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

As at 31 December 2020, the interests or short positions of
each of the Directors and chief executives in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (“SFO”)) which were recorded in the
register required to be kept by the Company pursuant to
section 352 of the SFO; or were required to be notified to
the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or short
positions which they are deemed or taken to have under
such provisions of the SFO); and were required to be
notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors
of Listed Issuers of the Listing Rules were as follows:
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Approximate

Percentage

Name of Director Nature of Interest Number of shares (Note 2)
KADL

EEnR RS gyt =] (Kiit2)
Mr. Zhang Yuping Interest of Controlled Corporation 1,5697,556,501 (L) 34.26%

and Beneficial Owner (Note 1)

RIS E REGEEER R ERER A (K1) 1,597,556,501 (L) 34.26%
Mr. Huang Yonghua Beneficial Owner 56,172,800 (L) 1.20%
EAKERE E=AA 56,172,800 (L) 1.20%
Mr. Lee Shu Chung, Stan  Beneficial Owner 5,920,000 (L) 0.13%
AR EE EnEAA 5,920,000 (L) 0.13%

The letter “L” denotes the person’s long positions in the Shares.

Note 1:  Mr. Zhang Yuping owned 100% of the issued share
capital of Best Growth International Limited (“Best
Growth”), which in turn held 1,505,832,901 shares
of the Company as at 31 December 2020. As at 31
December 2020, Mr. Zhang Yuping held 91,723,600
shares of the Company under his name. Accordingly,
Mr. Zhang Yuping held 1,597,556,501 shares of the
Company in aggregate, representing 34.26% of the
issued share capital.

Note 2:  Shareholding percentage is based on 4,662,666,959
issued shares of the Company as at 31 December
2020.

Save as disclosed above, as far as the Directors and chief
executives of the Company were aware, as at 31 December
2020, none of the Directors and chief executives had any
interests or short positions in the shares, underlying shares
or debentures of the Company or any of its associated
corporations which were recorded in the register required
to be kept by the Company pursuant to section 352 of the
SFO; or were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they are
deemed or taken to have under such provisions of the SFO);
and were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers of the Listing
Rules.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS T EREIAEAATRG - HER
AND SHORT POSITIONS IN SHARES, #REERIEXRKXA
UNDERLYING SHARES AND DEBENTURES OF

THE COMPANY

As far as the directors were aware, as at 31 December HEHFFRHAE R-_ZE_ZETE+_HF=+—

2020, the interests or short positions of the persons, in the B RAATRG « HERHO R EEBSHES
shares, underlying shares and debentures of the Company RBIEHE A K HEEFIE336KEEE8E - RAAFAE
which were recorded in the register required to be kept by FEEZEZEMAZEZIOAERNATHOT :

the Company pursuant to section 336 of the SFO were as

follows:
Approximate
Percentage
Name of Shareholders Number of shares (Note 3)
HEDH
fRER % H ROEAR (H1a£3)
Best Growth (Note 1) 1,505,832,901 (L) 32.30%
I8 (M) 1,505,832,901 (L) 32.30%
Mr. Zhang Yuping (Note 1) 1,597,556,501 (L) 34.26%
sREE A (MEET) 1,597,556,501 (L) 34.26%
The Swatch Group (Hong Kong) Limited (Note 2) 437,800,000 (L) 9.39%
The Swatch Group (Hong Kong) Limited (#/z£2) 437,800,000 (L) 9.39%
The Swatch Group Limited (Note 2) 437,800,000 (L) 9.39%
The Swatch Group Limited (47:£2) 437,800,000 (L) 9.39%

The letter “L” denotes the person’s long positions in the Shares.  [L] REBBATREGHIFE 2R -

Note 1:  Mr. Zhang Yuping owned 100% of the issued share ffit7 KB FELEBEERLBEAR A E ([E

capital of Best Growth International Limited (“Best #1)100%8 B FHTRA - &2 a R
Growth”), which in turn held 1,505,832,901 shares —EEF+ZA=T—BABEELRQA
of the Company as at 31 December 2020. During 1,505,832,901/k 1 : 3K % F 5 4 7 [B] BE R
the period under review, Mr. Zhang Yuping held WA A & % H A2 & %591,723,600
91,723,600 shares of the Company under his name. fe tm: RBMFELEEERFTEARQA
Accordingly, Mr. Zhang Yuping held 1,597,556,501 i% 71,597,556,501% * th B2 & 1T R A K
shares of the Company in aggregate, representing 34.26% °

34.26% of the issued share capital.
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Note 2: These 437,800,000 shares were held in the name of

and registered in the capacity of The Swatch Group
(Hong Kong) Limited as a beneficial owner. The entire
issued share capital of The Swatch Group (Hong
Kong) Limited was beneficially owned by The Swatch
Group Limited. The Swatch Group Limited was taken
to be interested in all the shares held by The Swatch
Group (Hong Kong) Limited under the SFO.

Note 3:  Shareholding percentage is based on 4,662,666,959

issued shares of the Company as at 31 December
2020.

Save as disclosed above, as at 31 December 2020, the
Company had not been notified by any persons, other than
Directors or chief executives of the Company, who had
any interests or short positions in the shares or underlying
shares of the Company which were required to be recorded
in the register kept by the Company pursuant to section 336
of the SFO.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed under the section headed “Equity-Linked
Agreements” above, at no time during the twelve months
ended 31 December 2020 was the Group, holding
company of the Company or its subsidiaries a party to any
arrangements which enabled the Directors (including their
respective spouses or children under 18 years of age) to
acquire benefits by means of acquisition of shares in or
debentures of the Company or any other body corporate.

MANAGEMENT CONTRACTS

No contract concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or subsisting during the year
under review.

SIGNIFICANT CONTRACTS WITH CONTROLLING
SHAREHOLDERS OR ITS SUBSIDIARIES

Save as disclosed in this annual report, there had been
no contract or service contract of significance between
the Company or any of its subsidiaries and controlling
shareholders of the Company or any of its subsidiaries
during the year under review.
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CORPORATE GOVERNANCE

The Company is committed to ensuring high standards of
corporate governance practices. Corporate governance
report of the Company is set out on pages 39 to 52 of this
annual report.

ENVIRONMENT, SOCIAL AND GOVERNANCE

The environment is the foundation for corporate presence
and development. For many years, environmental protection
has been regarded as one of its top corporate governance
priorities by the Company. The Group implements a series
of mechanisms and measures relating to environmental
management and energy conservation in its daily operations
to strive to protect the environment and conserve energy,
with a view to promoting harmonious development in
terms of economic, social and ecological benefits, which
has achieved significant results. Environment, social and
governance report of the Company is set out on pages 53 to
72 of this annual report.

RELATIONSHIPS WITH EMPLOYEES, SUPPLIERS
AND CUSTOMERS

The Group has always been committed to advocating
the “people-oriented” core culture and strives to practice
an entrepreneurial spirit of “mutual respect, shouldering
responsibility, close collaboration and ongoing innovations”.
We will continue to utilise this philosophy as the cornerstone
of both our corporate management and corporate social
responsibility policies. As at 31 December 2020, the Group
had a total of 1,460 (2019: 1,831) employees in Mainland
China, Hong Kong, Macau, Taiwan and Malaysia.
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The Group has always been committed to developing and
adding value to human resources. The Group implements
a standard recruitment system and allocates resources
to various kinds of training for our managers, front-line
service staff and maintenance technicians, which covers,
among others, the art of management, sales skills, brand
knowledge and service awareness, with an aim of enhancing
knowledge, marketing skills and service capabilities of our
staff. The Group also works with our brand suppliers to
provide front-line service staff and maintenance technicians
with regular training in brand knowledge and maintenance
expertise.

The Group offers a competitive remuneration package and
various incentives to all employees, as well as regularly
reviews the structure of relevant mechanisms to cope with
corporate development needs. Options and awarded shares
are granted to the general management staff and associates
of the Company in recognition of their contributions to
the Group and as an incentive for their greater future
commitment. Meanwhile, the Group also offers various
other benefits to its employees, including pension plans,
mandatory provident fund scheme, insurance scheme,
housing and meal allowances.

Under a solid human resource assurance system, the
Group is enabled to create a high level of harmony among
employees of different nationalities and cultural backgrounds
under one shared vision.

The Group has maintained good and well-coordinated
partnerships with brand suppliers and various retailers.
Backed by our partners’ wide and strong support, our
operations have been able to achieve mutually beneficial,
harmonious and win-win development. During the year
under review, there was no material and significant dispute
between the Group and its suppliers and customers. For
further details of relationships between the Company and
its employees, suppliers and customers, please refer to the
Company’s environment, social and governance report set
out on pages 53 to 72 of this annual report.
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MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and revenue for the year
under review, attributable to the Group’s major suppliers’
purchases and customers’ sales respectively, are as follows:

FTERFRHKER

REOEFER  REAKRBXZEHEHLEER
ZERBRHEDHMEBEENRBABILLAT

Purchase R

— the largest supplier — mAHER

— five largest suppliers combined — AAMERSET
Sales HE

— the largest customer —®&ARP

— five largest customers combined —RAARBFPEE

19%
43%

21%
37%

The Swatch Group Limited constituted one of the five largest
suppliers through its subsidiary. Save as disclosed above,
none of the Directors, their associates or any shareholders
(which to the knowledge of the Directors own more than 5%
interest of the Company’s share capital) had an interest in
the above major suppliers or customers.

CONNECTED TRANSACTION AND CONTINUING
CONNECTED TRANSACTION

Discloseable and Connected Transaction — Disposal
of 80% Interest in Jing Guang Tang Company
Limited* (5% Z BIFR IR0 AR 2 7])

In order to devote more resources and efforts to focus on
other core business segments which might relatively have
promising revenue-generating potential, on 23 October
2020, Taiwan Hengdeli Company Limited* (&&= 5FEGR
‘Ad]), an indirect wholly-owned subsidiary of the Company
(the “Vendor A”) entered into an agreement with Lee
Shun-Lung (ZJIE§E) (the “Purchaser A”), Lee Shun-Fu (Z]&
=) (the “Purchaser B”) and Chung Hsiao-Yun ($88:%) (the
“Purchaser C”), pursuant to which the Vendor has agreed
to sell and the Purchaser A, Purchaser B, and Purchaser
C have agreed to purchase 80% equity interest and the
paid-up capital of Jing Guang Tang Company Limited*
(B EEBEKMDBERAR) (the “Target Company”) at a
consideration of approximately NTD93.7 million (equivalent
to approximately HKD25 million) (the “Disposal”).
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Prior to the completion of the Disposal, the Target Company
is an indirect non-wholly owned subsidiary of the Company,
which is indirectly held as to 80% by the Company and
20% in aggregate by the Purchaser A, the Purchaser B and
the Purchaser C. As advised by the Purchasers that the
Purchaser A and the Purchaser B, in aggregate, hold less
than 5% interest in the Company. Save for the above, the
Purchasers do not hold any other Shares in the Company.
The Purchaser A is a substantial shareholder of the Target
Company and therefore, the Purchaser A is a connected
person of the Company at the subsidiary level according
to Rule 14A.07(1) of the Listing Rules. In addition, the
Purchaser A and the Purchaser B are brothers. Furthermore,
the Purchaser C is the wife of the Purchaser B. Accordingly,
the Purchaser B and the Purchaser C are also connected
persons of the Company at the subsidiary level under the
Listing Rules.

The Disposal has been completed on 20 November
2020. For details of the Disposal, please refer to the
announcements of the Company dated 23 October 2020 and
20 November 2020.

Continuing Connected Transaction

During the year under review, the Company renewed a
continuing connected transaction. On 24 April 2020, the
Company (for itself and on behalf of its subsidiaries) and
Shanghai Xinyu Fine Watch Group Ltd. (E/@#FEKERS
fRA\]) (for itself and on behalf of its subsidiaries, “Xinyu”,
which was renamed as “Shengshi Watch and Clock Group
Ltd.” (BRBrEEREEBMAEMRAF])) entered into a renewal
agreement of the master services agreement. Xinyu is
an indirect and non-wholly owned company of Mr. Zhang
Yuping, the chairman and an executive Director of the
Company. Pursuant to the master services agreement, the
Group provided the shop design and decoration services to
Xinyu Group and its subsidiaries from 1 January 2020 to 31
December 2020 with a cap of RMB38 million while the actual
amount incurred was RMB26.12 million.

The above continuing connected transaction is renewed in
consistent with the Group’s past business and operation
and the Company (for itself and on behalf its subsidiaries)
entered into the master services agreement, which is in the
interests of the Company and the shareholders as a whole.
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Such continuing connected transaction is subject to
announcement, annual review and annual reporting
requirements but exempts from the circular (including
independent financial advice) and independent
shareholders’ approval requirements and has been annually
reviewed by independent non-executive Directors. The
Company confirmed that it has complied with the disclosure
requirement in accordance with Chapter 14A of the Listing
Rules in respect of the above continuing connected
transaction. The independent non-executive Directors
confirm that the above continuing connected transaction
is: (a) entered into in the ordinary course of business of
the Group; (b) entered into on normal commercial terms
or more favorable terms; and (c) entered into according
to the agreement of the relevant transaction with fair
and reasonable terms, which is in the interests of the

shareholders of the Company as a whole.

The Board has engaged the auditor of the Company to
carry out a review of the continuing connected transaction
of the Group in accordance with Standard on Assurance
Engagements 3000 “Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on
Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. Pursuant to Rule 14A.56 of the Listing
Rules, the auditor has confirmed that: (a) nothing has come
to its attention that causes it to believe that the disclosed
continuing connected transaction has not been approved
by the Board; (b) for transaction involving the provision
of goods or services by the Group, nothing has come to
its attention that causes it to believe that the disclosed
continuing connected transaction was not, in all material
respects, in accordance with the pricing policies of the
Group; (c) nothing has come to its attention that causes
it to believe that the disclosed continuing connected
transaction was not entered into, in all material respects, in
accordance with the relevant agreements governing such
transaction; and (d) with respect to the aggregate amount
of the continuing connected transaction, nothing has come
to its attention that causes it to believe that the disclosed
continuing connected transaction has exceeded the annual
cap as set by the Company.
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DONATIONS

During the year, the charitable and other donations made
by the Group amounted to approximately RMB6,400 (2019:
approximately RMB1,024,000).

PUBLIC FLOAT

Based on the information that is publicly available to the
Company and to the best of the Directors’ knowledge, as
at the date of this annual report, there was a sufficient
prescribed public float of the issued shares of the Company
under the Listing Rules.

AUDITOR

KPMG has resigned as the auditor of the Company with
effect from 6 May 2020. ZHONGHUI ANDA CPA Limited
(“ZHONGHUI ANDA”) has been appointed as the auditor of
the Company with effect from 7 May 2020 to fill the casual
vacancy following KPMG's resignation as the auditor of the
Company. ZHONGHUI ANDA has since been appointed as
the auditor of the Company.

The financial statements of the Company for the year
under review have been audited by ZHONGHUI ANDA.
ZHONGHUI ANDA will retire and is willing and eligible to
offer themselves for re-appointment at the forthcoming
annual general meeting. A resolution will be proposed
at the forthcoming annual general meeting to re-appoint
ZHONGHUI ANDA as the auditor of the Company. Save for
the above, there were no other changes in the Company’s
auditor in the past three years.

CLOSURE OF REGISTER OF MEMBERS

The register of members will be closed from Tuesday, 11
May 2021 to Friday, 14 May 2021 (both days inclusive) to
confirm the members on the register of members who are
eligible to attend and vote at the general meeting. In order
to establish entitlements to attending and voting at the
general meeting, all transfers accompanied by the relevant
share certificates must be lodged with the Company’s share
registrar, Computershare Hong Kong Investor Services
Limited, at shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong no later than
4:30 p.m. on Monday, 10 May 2021.
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BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

Executive Directors

Mr. Zhang Yuping (alias Cheung Yu ping) (5k%1F), aged 60,
is the chairman and an executive Director of the Company.
He is the founder of the Group and is in charge of the
Group’s strategic development and overall management.
He has over 30 years of management experience in
mid-to-high-end internationally renowned-brand watches
and other consumer goods distribution industry. Mr. Zhang
is also the director of Best Growth International Limited, the
substantial shareholder of the Company.

Mr. Huang Yonghua (& 2K2), aged 50, is an executive Director.
He joined the Group in 2001 and is in charge of the Group’s
operational supervision and customer service. Mr. Huang
has over 20 years of experience in the watch distribution
industry and in management.

Mr. Lee Shu Chung, Stan (Z#8), aged 61, is an executive
Director. He joined the Group in 2007 and is responsible
for the Group’s business including retail and watch related
manufacturing segment. He obtained a Bachelor of Arts
degree and has pursued further studies in business
administration. He has nearly 30 years of experience in
watch manufacturing and distribution.

Non-executive Director

Mr. Shi Zhongyang (%{#F5), aged 46, is a non-executive
Director. Mr. Shi graduated from Nanjing University in the
PRC and University of Goetting in Germany with a Master’s
Degree in Law. Mr. Shi joined The Swatch Group Limited
in 2000 and joined the Group in 2006. He is currently a
legal counsel of the legal department of The Swatch Group
Limited.
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Independent Non-executive Directors

Mr. Cai Jianmin (22R), aged 77, is an independent non-executive
Director. He graduated from the industrial accounting faculty (I
¥@:t%) of Shanghai College of Finance and Economics
(B84 ERT). Mr. Cai holds a Certificate for Professional
Accountants (ZFT ¥ EKFEE) in the PRC. He was senior
financial management for various companies including
Shanghai Hualian (Group) (/8% (£&)). Mr. Cai joined
the Group in 2005. He is currently an independent director
of Jiangsu Guotai International Group Co., Ltd. (listed on the

Shanghai Stock Exchange, stock code: 002091).

Mr. Wong Kam Fai, William (=#8#%), aged 61, is an independent
non-executive Director. He graduated from University of
Edinburgh, Scotland with a bachelor degree and a doctorate
degree in Electrical Engineering. Mr. Wong is currently a
professor in the Department of Systems Engineering and
Engineering Management in the Chinese University of
Hong Kong and a member of the 13th national committee
of CPPCC. He obtained the qualification as a Chartered
Engineer (CEng) in 1991, and is now a fellow of the
Institution of Engineering and Technology and a professional
member of the Association for Computing Machinery. Mr.
Wong joined the Group in 2005.

Mr. Liu Xueling (2/288), aged 63, is an independent non-executive
Director. He graduated from East China Normal University in
Shanghai with a doctorate degree in history. At present, he
is a senior lawyer in Shanghai Tongyan Law Firm (L/&8W#E
HEEME5FT). He joined the Group in 2007. He served as
an independent director of Shanghai Qiangsheng Holding
Co., Ltd. (listed on the Shanghai Stock Exchange, stock
code: 600662) in the past three years, and has retired from
the position in 2020.
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Senior Management

Ms. Tan Li (#£28), aged 56, is the vice president and secretary
to the Board and is in charge of the Board office and human
resources of the Group. Ms. Tan graduated from Nanjing
Normal University (F5 = Al 5 K £2) with a Master of Arts
degree. She joined the Group in 2001. Before joining the
Group, Ms. Tan taught at the branch colleges of Peking
University in China.

Mr. Ng Man Wai (R X /&), aged 50, is the company secretary
and financial controller. Mr. Ng graduated from the
University of Toronto with a bachelor degree in commerce.
He joined the Group in 2004. Mr. Ng is a fellow of the
Association of Chartered Certified Accountants (ACCA) and
a member of the Hong Kong Institute of Certified Public
Accountants (HKICPA).

DISCLOSURE OF INFORMATION ON THE
WEBSITES OF THE COMPANY AND THE HONG
KONG STOCK EXCHANGE

An annual report for the year ended 31 December 2020
containing all the information required by Appendix 16 to
the Listing Rules will be dispatched to the shareholders of
the Company and published on the website of the Company
and the website of the Hong Kong Stock Exchange in due
course.

Acknowledgement

The Directors would like to take this opportunity to
express our sincere thanks to all the shareholders for their
continuous support and to all our staff for their dedication
and contribution to the Group during the year under review.

General Information

As at the date of this report, the executive directors are Mr.
Zhang Yuping (Chairman), Mr. Huang Yonghua and Mr.
Lee Shu Chung, Stan; the non-executive director is Mr. Shi
Zhongyang, and the independent non-executive directors
are Mr. Cai Jianmin, Mr. Wong Kam Fai, William and Mr. Liu
Xueling.

By Order of the Board
Zhang Yuping
Chairman

Hong Kong, 23 March 2021
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CORPORATE GOVERNANCE REPORT

INTRODUCTION

Since its establishment, the Company has been committed
to maintaining high-standard corporate governance practice
to ensure transparency of the Group’s management, so
that the long-term development of the Group as well as our
shareholders, customers, employees can be safeguarded.
The Group has established a board of directors, an audit
committee, a remuneration committee and a nomination
committee that are diligent, accountable and professional.
ZHONGHUI ANDA CPA has been appointed as the Group’s
external auditor.

Compliance with the Corporate Governance Code

The Company has adopted the Code on Corporate
Governance Practices set out in Appendix 14 to the Listing
Rules. The Directors are of the opinion that the Company
had complied with the Corporate Governance Code except
for a deviation from provision A.2.1 during the year under
review. Given its existing corporate structure, the roles
of Chairman and Chief Executive Officer of the Company
have not been separated, but are both performed by Mr.
Zhang Yuping. Although the roles and duties of Chairman
and Chief Executive Officer have been performed by the
same individual, all major decisions have been made after
consultation with the Board or, where applicable, directly
by the Board. There are three independent non-executive
Directors in the Board, all of which possess adequate
independence and therefore the Board believes that the
Company has achieved adequate balance of power and

been able to guarantee scientific decision-making.

Composition of the Board

To maintain high-level independence and objectivity in
decision making, and supervise the management of the
Group in a comprehensive and equitable manner, the Board
of the Group comprises three executive Directors (Messrs.
Zhang Yuping (Chairman of the Group),
and Lee Shu Chung, Stan),
(Mr. Shi Zhongyang) and three independent non-executive

Huang Yonghua
one non-executive Director

Directors (Messrs. Cai Jianmin, Wong Kam Fai, William and
Liu Xueling).
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To ensure that the Board operates in an independent and
accountable manner, the three executive Directors have
been assigned with different responsibilities. Mr. Zhang
Yuping, Chairman, is in charge of the Group’s overall
management and strategic development, while Mr. Lee Shu
Chung, Stan is in charge of the overall business operation
of the Group, and Mr. Huang Yonghua is responsible for
coordination and supervision.

The three independent non-executive Directors have
professional expertise and extensive experience in the
areas of accounting, economics, law, computing control and
management, and business administration, respectively,
and can adequately act for the benefits of our shareholders.
Their terms of office are as follows:

Cai Jianmin: 26/9/2020-25/9/2023;
Wong Kam Fai, William: 26/9/2020-25/9/2023;
Liu Xueling: 01/6/2019-31/5/2022.

One of our non-executive Directors has professional
expertise and extensive experience in the areas of law and
business management. He will supervise the Company’s
daily operation, and provide corresponding opinions and
recommendations in a timely manner, which is beneficial
to the standardised operation of the Company and
safeguarding the interests of our shareholders. His term of
office is as follows:

Shi Zhongyang: 15/2/2021-14/2/2024.

Duties of the Board

The Board of the Company is accountable to the general
meeting and performs the following major duties: reporting
duties to the general meetings; executing the resolutions
of the general meetings; determining investment and profit
distribution proposals of the Company; formulating plans
as to the increase or decrease of the registered capital of
the Company; preparing plans in respect of the split-up,
consolidation, alteration and dissolution of the Company;
appointing and dismissing the general manager of the
Company and determining his or her remuneration.
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In respect of the corporate governance functions, during
the year under review, the Board discharged corporate
governance duties in accordance with its terms of reference,
or to be specific, the following corporate governance duties
during the year under review:

° reviewing policies and practices on corporate
governance;

° reviewing and monitoring the training and continuous
professional development of the Directors and senior
management;

o reviewing and monitoring the Company’s policies and

practices on compliance with the legal and regulatory
requirements;

° reviewing and monitoring the code of conduct
applicable to the Directors and employees; and

° reviewing the Company’s compliance with the
Corporate Governance Code and disclosure in the
Corporate Governance Report.

Members of the Board are provided with appropriate
and sufficient information in a timely manner for their
understanding of the latest developments of the Group,
which is helpful in the discharge of their duties.

The management of the Company is accountable to the
Board and performs the following major duties: reporting
to the Board, executing the resolutions of the Board, and

completing all the tasks assigned by the Board.

Risk Management and Internal Control

The Group has established effective risk management and
internal control systems to provide reasonable (though
not absolute) assurance against material misstatement or
loss and to manage (rather than eliminate) risks of failing
to achieve business objectives. The Board is responsible
for the risk management and internal control systems and
reviewing their effectiveness.
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In order to safeguard the interests of our shareholders,
the Group has established an enterprise risk management
framework to provide top-down and bottom-up approaches
to identify, assess, mitigate and monitor key risks in a
proactive and structured manner. The Group has established
departments dedicated to the supervision and control of
financial and operational risks, including an internal audit
department. Such departments formulate annual internal
audit plans and are responsible for performing daily and
special internal control procedures in aspects relating to
business operation, financial reporting and compliance
control and in accordance with the targets set by the
senior management, which includes conducting audits
and examination of all aspects and at all departments
once or twice a year, so as to enhance internal control
and ensure the sound development of the Company. Such
departments will report the audit and examination results to
the audit committee and the Board for them to assess the
effectiveness of the internal control and risk management
of the Company, any significant failures or weaknesses in
internal control, and to take necessary actions promptly to
remedy any significant failures or weaknesses. If necessary,
such departments will follow up regularly on remedial
actions in response to significant internal control failures or
weaknesses.

The Company has established a disclosure mechanism
regarding the procedures of proper information disclosure to
ensure that inside information remains confidential until the
disclosure of such information is appropriately approved,
and the dissemination of such information is efficiently and
consistently made.

The audit committee and the Board have reviewed the
effectiveness of the internal control systems of the Group
and completed the annual review on the risk management
and internal control systems (including their effectiveness).
Based on the reviews made by independent auditors and
the Group’s self-assessment of the risk management and
internal control systems of the Group, the Group believes
that, these systems are effective and adequate. However,
we will continue to review the effectiveness of these systems
as well as further improve the internal administration and
control systems of the Company if required.
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ATTENDANCE OF THE DIRECTORS AT THE
MEETINGS

CORPORATE GOVERNANCE REPORT
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EEMNERHERER

In 2020, a total of eleven Board meetings and an annual R-ZE-ZTF  ARRHEBRA+ - AE2RES
general meeting were held by the Company. The attendance €& ' ZAH T —ARRBEFRE - SEFH
of the Directors at the meetings was as follows: EFIBIT
Frequency of
Frequency of attendance
attendance at the annual
at the Board Rate of general Rate of
Name g meetings  attendance  Remarks meeting  attendance  Remarks
A RRBEAE
HERE HEZ B HERE HEZ &
Zhang Yuping ERT 10 91%  Abstained 1 100%
i
Huang Yonghua EKE 11 100% 1 100%
Lee Shu Chung, Stan R 11 100% 1 100%
Cai Jianmin EER 11 100% 1 100%
Shi Zhongyang P 6 55% By proxy 5 times 0 0 By proxy
SREIK Zk
Wong Kam Fai, William HifE 11 100% 1 100%
Liu Xueling =k 11 100% 1 100%
Members of the Board are provided with appropriate EZEFEXECERINEEERTRER @ UE
and sufficient information in a timely manner for their HETHMASE L HZHEE EMEMHESE
understanding of the latest developments of the Group, fTEEBE

which is helpful in the discharge of their duties.

CONTINUOUS PROFESSIONAL DEVELOPMENT

Every newly appointed Director will be given an introductory
session so as to ensure that he/she will gain appropriate
understanding of the Group’s business and his/her duties
and responsibilities under the Listing Rules and the relevant
statutory and regulatory requirements. The Company
provides regular updates on the business development of
the Group. The Directors are continually updated on the
latest development regarding the Listing Rules and other
applicable statutory requirements to ensure compliance with
and upkeep of good corporate governance practices.
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The Directors are committed to complying with the
requirements under provision A.6.5 of the Corporate
Governance Code on Directors’ training so as to ensure
that their contribution to the Board remains informed and
relevant. During the year under review, the Directors of the
Company attended relevant training in accordance with the
Listing Rules and provided the relevant training records to
the Company. According to the records, details of Directors’
attendance at the training sessions during the year under
review are as follows:

Updates on corporate governance,
laws and regulations

EEZYNBTREREATAIRXABSZES
BIIZER  MERREAEESHELABR
HENER - DEFEAR  ARRESERE
MR ESGETT T HEE - YERARARE
HHEBEICER - REBLEE UTREEFER
Bl B84 B A ATE TRV IR, -

Accounting/financial/management
and other professional expertise

TEER  EOEEEN o5t 0K EEREMEEREE

Seminar/ Seminar/

Material training Material training

Name ez reading attending reading attending

DEERE DEEE

AR BIE 53 B RBE b=l

Zhang Yuping S ¥ v V v V

Huang Yonghua K v V | !

Lee Shu Chung, Stan 2151 AR v \ v v

Shi Zhongyang S G - = > %

Cai Jianmin mER v v v i

Wong Kam Fai, William #5348 V V V V

Liu Xueling 22w v v V v
INDEPENDENCE OF THE BOARD EEEBRVM

The Board has received confirmation from all the
independent non-executive Directors regarding their
independence made in accordance with Rule 3.13 of the
Listing Rules. The Board considers that all the incumbent
independent non-executive Directors have met the
requirements of the guidelines set out in Rule 3.13 of the
Listing Rules and remained independent.
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MEETING BETWEEN CHAIRMAN AND
INDEPENDENT NON-EXECUTIVE DIRECTORS

During the year under review, one meeting was held
between Chairman and independent non-executive directors
of the Company without the presence of the other directors,
who mainly discussed the impact of the year’s political and
economic situation on the Company’s operations and the
Company’s future direction and other related matters.

SECURITIES TRANSACTIONS BY DIRECTORS

The Board had adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules as the Company’s code for
securities transactions by its Directors. After making specific
enquiries with all the Directors, the Company has confirmed
that during the year under review, all of them had complied
with the standard as required by the above code.

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing
the financial reports of the Group in accordance with the
Hong Kong Financial Reporting Standards and Hong Kong
Accounting Standards.

The statement of the auditors of the Company on their
reporting responsibilities on the financial statements of the
Group is set out on pages 74 to 80 of this annual report.

AUDITORS’ REMUNERATION

The audit fee payable to the auditors of the Company for
the year ended 31 December 2020 will be approximately
RMB1,871,000 (2019: approximately RMB3,174,000).
During the year under review, in addition to the auditing
services, the Company’s auditors also provided the Group
with services such as taxation planning and due diligence.
The total non-auditing service fees were RMB80,000 (2019:
RMB446,000).
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AUDIT COMMITTEE

The Company has established an audit committee in
compliance with the Listing Rules. The audit committee
comprises three independent non-executive Directors,
namely, Messrs. Cai Jianmin (Chairman), Wong Kam Fai,
William and Liu Xueling, who are responsible for reviewing
the accounting principles and practices adopted by the
Company as well as significant or unusual items, internal
controls, financial reporting, risk management and control
matters, which included a review on the audited annual
results for the year ended 31 December 2019 and the
interim report for 2020. According to the terms of reference
of the audit committee adopted and implemented by the
Company, the audit committee is responsible for reviewing
the accounting principles and practices adopted by the
Company as well as significant or unusual items, internal
controls, financial reporting matters and duties of risk

management and control.

During the year, the audit committee of the Company held
meetings on 31 March, 7 May, 5 June and 18 August 2020
to review the annual report, change of auditor and interim
financial reports of the Group respectively. All members of
the committee namely, Messrs. Cai Jianmin, Wong Kam Fai,
William and Liu Xueling, attended the meetings.

The audit opinions from the audit committee in respect of
the Group’s financial report, risk management and control

for the year are summarised as follows:

The 2020 financial and accounting report of the Company
is objective in the material aspects, and gives a fair view of
the financial position of the Company as at 31 December
2020 as well as the operating results and cash flow in 2020.
During the reporting period, under the significant impact of
the pandemic and external circumstances, the Company
was able to examine the situation, actively respond to it,
and adjust its business strategies in a timely manner, so that
the Company’s operations and financial conditions during
the reporting period were stable and orderly, which was
a challenging achievement. The Company’s efforts in risk
control management continued to achieve results. Working
with the Company’s operation and management, it carried
out various tasks and produced positive returns.
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REMUNERATION COMMITTEE

The Company has established a remuneration committee
in compliance with the Listing Rules. During the year
under review, the remuneration committee comprises three
Directors including Messrs. Liu Xueling (Chairman) and Cai
Jianmin, being independent non-executive Directors, and
Mr. Zhang Yuping, Chairman and executive Director of the
Group. The primary duties of the remuneration committee
are to review and determine the terms of remuneration
packages, bonuses and other compensation payable to the
Directors and senior management of the Group.

The remuneration committee held one meeting during the
year to review matters related to the remuneration structure
of the Directors and senior management of the Company.
All members, namely Messrs. Liu Xueling, Cai Jianmin and
Zhang Yuping, attended the meeting.

According to the terms of reference of the remuneration
committee adopted by the Company, the remuneration
committee acts as a consultant regarding the remuneration
matters of the Directors and senior management of the
Company, while the Board retains the ultimate power to
approve the remuneration of the Directors and senior
management.

NOMINATION COMMITTEE

The Company has established a nomination committee in
compliance with the Listing Rules. During the year under
review, the nomination committee comprises three Directors,
including Mr. Zhang Yuping (Chairman), executive Director
and Chairman of the Group, and Messrs. Cai Jianmin
and Liu Xueling, who are independent non-executive
Directors. The Company has adopted and implemented
the terms of reference of the nomination committee. The
nomination committee is mainly responsible for making
recommendations to the Board on the appointment of
Directors and succession of the Board.
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NOMINATION POLICY

The Company adopts the nomination and selection
policies for the Board members, including the criteria and
procedures for appointment, by-election and re-election of
Directors.

Selection and Recommendation Criteria

In determining the suitability of the candidates for Directors,
the factors the nomination committee and the Board should
consider shall include integrity, professional ability, business
experience, independence and potential contribution to
the Company and the Board and diversity in terms of age,
culture, race, and gender, under the laws and regulations
of Cayman Islands, Listing Rules and other applicable laws
and regulations. These criteria shall mainly include:

° candidates shall be persons of integrity, honesty,
good reputation and professional status;

° candidates should be able to meet the needs of the
current Board structure, size, diversity and talent mix;

o candidates’ business experience and professional
knowledge and ability in the operation of the Board;

° candidates can spare sufficient time to ensure the
proper performance of their duties as a Director;

° candidates for independent non-executive Directors
must meet the independence requirements of the
Listing Rules, possess independent character and
judgment, and be able to effectively handle the
Company’s affairs in a manner that is in line with and
represents the best interests of all shareholders of the
Company.

These criteria are not to be exhaustive or decisive. The
nomination committee and the Board will take into careful
consideration any other factors that are in the best interests
of the Company and its shareholders when selecting
candidates for Directors.
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Nomination Procedure

When the Board determines that it is necessary to appoint
additional or replacement Directors, the nomination
committee shall adopt such methods and channels as it
deems appropriate to find suitable candidates for Directors,
including recommendations from the Directors, shareholders,
management and external headhunters. After working out
the list of potential candidates, the nomination committee
shall draw up a shortlist of candidates for discussion by
the Board based on the selection criteria and other factors
it deems appropriate. The nomination committee and the
Board will ensure that the composition of Directors complies
with laws and regulations of Cayman Islands, Listing Rules
and other applicable laws and regulations.

Where a retiring Director, being eligible, offers himself for
re-election, the Board may recommend such retiring Director
to stand for re-election at a general meeting. A circular
containing the requisite information on such retiring Director
shall be sent to the shareholders before the general meeting
under the Listing Rules.

The nomination committee and the Board shall review the
above nomination policy from time to time to ensure that the
Company remains compliant with the relevant regulatory
requirements and maintains a good corporate governance
standard.

Two meetings were held by the nomination committee during
the year to review matters related to the nomination and
selection policies for the Board members as well as matters
related to retirement by rotation and re-election of Directors.
All members of the nomination committee (namely Messrs.
Zhang Yuping, Cai Jianmin, and Liu Xueling) attended the
meeting.

SUMMARY OF BOARD DIVERSITY POLICY

To improve the performance of the Company, the Board has
adopted policies on board diversity. The Board believes
that board diversity can be achieved by taking into account
various factors, including but not limited to gender, age,
cultural and educational background, race, professional
experience, skills, knowledge, term of services and other
talents. All the appointments have been made based on
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the Company’s business models and specific needs from
time to time, and candidates have been assessed with due
regard for the benefits of diversity of the Board on objective
business conditions. The nomination committee will be
mainly responsible for identifying suitable and competent
candidates for Board members and assessing such
candidates in light of objective conditions. As a part of the
annual performance review for the efficiency of the Board,
considerations of the nomination committee will be balanced
between skills and experience as required for accomplishing
the business targets of the Company and diversity factors.
To achieve board diversity, the nomination committee will
discuss and develop measurable objectives from time
to time, and propose the same to the Board for adoption
and implementation. Generally speaking, the selection of
candidates by the nomination committee shall be based on
a range of diverse perspectives including but not limited
to gender, age, cultural and educational background,
race, professional experience, skills, knowledge and
term of services. However, the final decision will depend
on the strengths of the candidates and their prospective
contributions to the Board. The Board may improve one
or more diversified perspectives from time to time, and
measure the progress on such basis. The nomination
committee will review the policy from time to time, including
conducting assessments on the effectiveness of the policy.
The nomination committee will also discuss any amendment
that may be necessary, and submit amendment proposals to

the Board for approval.

COMPANY SECRETARY

Mr. Ng Man Wai was appointed as the company secretary
of the Company in 2004. His biographical details are set out
in the section headed “Biographies of Directors and Senior
Management”.
2020, Mr.
not less than 15 hours in compliance with Rule 3.29 of the

For the financial year ended 31 December
Ng attended relevant professional training for

Listing Rules.
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SENIOR MANAGEMENT’S REMUNERATION

The remuneration payment of the Group’s Directors and
senior management for the year ended 31 December 2020
falls within the following bands:
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RIGHTS OF SHAREHOLDERS

How the Shareholders Convene an Extraordinary General
Meeting and Make Recommendations at General
Meetings

According to the articles of association of the Company,
any shareholder holding at the date of filing the requisition
not less than one-tenth of the paid-up capital of the
Company carrying the right to vote at a general meeting
of the Company shall at all times have the right, by written
requisition to the Board or the secretary of the Company, to
require an extraordinary general meeting to be called by the
Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two (2)
months after the filing of such requisition. If within twenty-one
(21) days of such filing the Board fails to convene such
meeting, the requisitionist(s) himself (themselves) may do so
in the same manner, and all reasonable expenses incurred
by the requisitionist(s) as a result of the failure of the Board
shall be reimbursed by the Company.
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The letter demanding the convening of an extraordinary
general meeting mentioned above shall be sent to the
principal office of the Company indicating the Board or the
company secretary of the Company as the addressee.

How to Make Enquiry to the Board

Shareholders may send letters to the principal office of
the Company for any enquires indicating the Board or the
company secretary of the Company as the addressee.

SIGNIFICANT CHANGES IN THE ARTICLES OF
ASSOCIATION

During the year under review, there is no significant change
in the articles of association of the Company.

INVESTORS RELATIONS

The Company firmly believes in the importance of effective
communication with the investors and the shareholders in
attaining high-level transparency in the Group. Since its
listing, the Group has maintained close communications
with the shareholders, mass media, analysts and fund
managers through various communication channels such
as one-on-one meetings, roadshows, seminars, press
conferences, press releases, telephone communications
and emails, in an attempt to provide accurate and timely
information to the investors, so as to enhance their
understanding of sales of exquisite watches and production
of exquisite watch accessories, as well as the development
strategy and direction of the Group.

During the year under review, due to the impact of the
COVID-19 pandemic, the Company communicated with
analysts, investors and prospective investors in various
countries and regions mainly via telephone conference to
help them grow a timely and in-depth understanding of the
Group.

In the future, the Group will continue to maintain a close

relationship with its investors and constantly improve their
understanding of and confidence in the Group.
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GROUP PHILOSOPHY

Following Hengdeli's motto a hundred years ago and
believing that businesses exist as a part of society and
prosper along with it, the Group has been shouldering
social responsibility in terms of environmental protection,
environment quality management, use of resources, and
talent development, all of which are contributing to the
Group’s healthy development.

Hengdeli has always regarded social responsibility as
an essential part of corporate governance, and attached
great importance to the benefits and relationships that its
corporate social responsibility actions generate among its
customers, employees, local communities, shareholders,
business partners and supervisory authorities. We are fully
aware that strengthening social responsibility is not only
crucial for Hengdeli’s future development, but is also a
compelling obligation as a part of Hengdeli’s participation in
civil society.

Over the years, the Group has been concerning ourselves
with environmental protection and committed ourselves
to achieving an ecological balance as part of our efforts
towards becoming a green enterprise. We have been
maintaining integrity in our operations in providing quality
and safe products to customers, which has earned us social
credibility and made us a reliable company. We respect and
value talents, and aimed at creating an environment that
offers a win-win development objective for both employees
and the enterprise. The care of our employees’ working
conditions and career development has driven us to create
a welcoming, harmonious and mutually beneficial corporate
culture for employees, in which we share with them the
success brought by the company’'s growth and thus
integrate individual, corporate and social values. We have
also been getting more involved in public welfare activities,
actively participating in a range of social undertakings
such as education and social welfare activities, serving
the community with sincerity and bringing new hope to
those in need. Hengdeli has been striving to establish itself
as a responsible and reliable company that customers,
employees, shareholders and society can trust, and one that
is committed to sustainable development.
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A S

The Group’s Board is responsible for leading the overall
development and operation of the Group, which includes
monitoring the strategies and performance of ESG of the
Company. At the level of business operation, the Group has
established an ESG Committee responsible for formulating
the Group’'s ESG development strategies, assessing and
monitoring environmental, social and corporate governance
related risks, overseeing and reviewing the work progress
of the ESG working groups, and reporting regularly to
the Board to ensure that the Board has maintained high
standards of management and compliance with regulatory
requirements.

In the past 2020, the global outbreak of the COVID-19
pandemic (the “pandemic”) posed unprecedented
challenges to the Group and even the community at large.
Coupled with the ongoing trade war between the United
States and China,

significant impact to the Groups operation. To survive the

the pandemic has inevitably caused

adversity and fulfil the best interest of the Group and all
shareholders, the Board decided to discontinue the retail
business during the year under review so that the Group can
focus its resources in other businesses.

Furthermore, in 2020, Hengdeli enhanced its social
corporate responsibility activities as usual, and further
integrated the concept of social corporate responsibility
into its daily operations. We continued to provide quality
and safe products and services to its customers, while also
ensured the mutual benefits and common development of
customers, employees and the society.

STAKEHOLDER ENGAGEMENT AND
MATERIALITY ASSESSMENT

The Group is committed to close liaison and ongoing
interaction with key stakeholders including shareholders,
employees, suppliers and
the community to gather feedback through various
communication channels to identify and assess the

investors, customers,

importance of ESG issues. The communication channels
with key stakeholders include, but are not limited to,

general meetings, company website, release of news and
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announcements, email communications and meetings
with investors, customer service hotlines and in-person
communication with customers, regular dialogues with and
internal trainings for employees, communication with and
assessment for suppliers, charity and event participation
with the community, and ongoing dialogues and disclosure
with regulators.

We have identified potential issues of importance to the
Group through materiality assessment. As we adjust our
strategy for future growth, during the year under review, we
have regarded the feasibility of reducing emissions as well
as hazardous and non-hazardous wastes while developing
our business as the most important issue of concern to
Hengdeli’'s sustainable development. We will continue to
focus on key issues while monitoring and reporting on all
environmental, social and corporate governance issues
affecting Hengdeli by disclosing relevant key performance
indicators and setting targets and plans.

ENVIRONMENT

For many years, Hengdeli has made environmental
protection one of its top corporate governance priorities.
The Group implements a series of mechanisms and
measures relating to environmental management and energy
conservation in its daily operations aimed at protecting
the environment and conserving energy, with a view to
promoting harmonious balance and sustainable development
in terms of economic, social and ecological benefits.

Emissions

Most of the Group’s emissions are produced from the
industrial production processes of companies under the
industrial group located in Mainland China. The branches
and subsidiaries of the industrial group are all in strict
compliance with national and local regulations regarding
emissions of pollutant gas, sewage and greenhouse gas and
disposal of hazardous and non-hazardous waste produced
in the production process, including but not limited to the
Environmental Protection Law of the PRC, the Environmental
Protection Law for Solid Waste Pollution, the Water Pollution
Prevention Law, the Air Pollution Prevention Law, and the
Environmental Protection Tax Law. To facilitate the effective
implementation of 1ISO14001 environmental management
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system, the Group entered into contracts with relevant
nationally recognized professional industrial waste treatment
companies for the recycling of industrial wastes. The Group
launched the internal self-development and testing of the
“water-based paint replacing oil-based paint” solution in
respect of industrial coatings with the aim of replacing oil-
based paint currently in use gradually by water-based paint
so as to effectively reduce the emission of formaldehyde in
industrial coatings. By adding industrial sodium carbonate
and other treatment agents, the Group filtered, purified and
recycled the industrial wastewater to reduce the overall
sewage discharge. By absorbent carbon adsorption, the
Group also effectively reduced the dust contamination in
the production rooms. The Group is inspected regularly
by the Environmental Protection Bureau, and this year
the monitored results of all polluting emissions (including
sewage and gas) for each of the relevant factories passed
the annual inspection and met national standards, with no
incident of non-compliance. Under the circumstances of
expansion of the industrial segments’ scale of production
and sales growth, the Group will make efforts to further
explore measures to reduce various emissions in the future.

In 2020, the emission of pollutant gas of the Group was as
follows:

PEE  BERIM TR R N E MBS
A BIREERKAEZERF L ETREER
A UREEBEISKERE  WBBIE MR
WH - BREREEEERENDESR - EEE
HEXRARBORA > AFE  FHEIRZ
AR BRFSRFEMERNERBEF R
HEBREFE  TREEBEREHEE - K
o REBERONE - FRIFRAETERRE
HERBEBALEERERNBERT - FHE
MEEZIBBER -

—ToTF KREERHFHREBEOT

2019 2020
Type of emissions B ELE 20194 20204
Nitrogen oxides (NOx) (g) REAEP(NOX) (5=2) 1,079,401 591,382
Sulfur oxides (SOx) (g) mELP(SOx) (52) 1,233 828

In 2020, the main sources of the Group’s greenhouse gas
emissions were the production, electricity consumption,
office paper use, and company vehicles of the industrial

group:

—ETF RENRERBHBREIEESR
IXEEALE ®&BE PR RAREHSF:

2019 2020

Item =t 20194 2020%F

Total volume (tonnes CO»-eq) we (Z&8ixEEM) 8,309 10,248
Density (tonnes CO,-eq/RMB RE (ZabiREENE

one million revenue) F-—aEARBE) 3.44 8.40
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Emission of hazardous and non-hazardous waste is mainly
generated by the Group’s industrial group. The total volume
of waste emissions in 2020 was as follows:

BE - g LEIGRSE
BERENNBEBENFREEEF N EME
MIEEE B TEMAHHNT

Density (waste produced
per RMB one million

Volume (tonnes) revenue)
ZE (B—EBARENE
Type of emissions BB = (W) FEEREEEY)
2019 2020 2019 2020
20194 20205 20194 20205
Hazardous industrial waste THEEEZEREEY 2,480 2,924 1.03 2.40
Non-hazardous industrial waste T3 EZE=REZY) 414 310 0.17 0.25

Since 2017, the Group collaborated with a well-known
university in the UK on a project to explore the feasibility
of transforming the existing sawdust waste from wood into
usable materials by mixing these waste with other materials.
After development and internal testing, we have made a
partial success in the trial, demonstrating that the blended
material achieved satisfactory performance in effectively
reducing the Group’s industrial waste emissions. In recent
years, the Group and the university carried out a new
experiment to explore the feasibility of using a new steel that
advances the production level of automation. The success of
the experiment is expected to improve production efficiency
and effectively reduce waste emissions.

Use of Resources

The Group actively promotes the concept of environmental
protection and to this end, implements various policies
to optimise its working environment, which emphasizes
green operations and green initiatives in the workplace.
The Group has adopted an eco-friendly approach to the
interior design of its office and retail outlets. Our open-
space designs maximise use of outdoor natural light and
shared light. Original furniture is retained, remodelled or
reinstated as much as possible during renovation to make
rational use of existing resources and reduce waste; and
gradually replaced the traditional high-energy-consuming
incandescent light bulbs in its retail outlets with energy-
saving LED light bulbs that enjoy higher efficiency and
longer life cycle.
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In addition, the Group encourages employees to use
public transport for business trips, and constantly reviews
and makes adjustments on the inventory transfer process,
so as to reduce vehicle fuel consumption. A Group-wide
campaign that promotes turning off lights when leaving has
been launched to integrate environmental awareness into
the everyday work life of employees. The Group’s retail
outlets have replaced traditional packaging with reusable
bags, and replaced paper cups with glasses. Moreover,
smart finger print attendance machines have gradually
replaced traditional paper attendance cards. Our Hong
Kong office regularly sends the coffee capsules used in the
pantry to brand suppliers for recycling, and encourages
employees to recycle and reuse red packets. The Group has
also formulated internal operational guidelines containing
detailed requirements regarding water and electricity
consumption and the operating hours and temperature
setting of air-conditioners. In particular, the Group recycled
water by using water curtain booth during production
process, which effectively saved water resources for
industrial use.

An overview of resource consumption:

Total volume

R SETEZETLZMNAAATBIAY
SN TR FE G A BB KR A £ N AR R R Ak
AR - M EERRAER : E2KEH
BEREEETRETD SRABHMAERT
MAEITEEEZY : TEME2NHEEER
RRKORERBER  BEZRKEN LS
WA - W E]R T IS BT R ERR
BiTR - BAMAEE R AKREE B8R 1o
BEEHEXmEmOYg  YERBETRRE
RAZE - RETGIE T RERERES - HA
K BEARZERARBRARERESEFAR
E e RRREEE T XEETRBERKER
FKEIRBEA - AREE T TERKERHER -

BIRHFERAME

Density
(Volume consumed/
RMB one million revenue)

HE (HE

wme B-EBEAR% W)

2019 2020 2019 2020

ltem =y 2019%F 2020%F 20194 2020%F

Electricity consumption (kWh)  #& (T EkF) 8,612,838 10,622,879 3,563.44 8,707.28

Office paper used (kg) MARE (F52) 1,663 924 0.69 0.76

Vehicle fuel (L) BwURR (A7) 80,306 54,159 33.23 44.39

Gas (kg) B (F7) 26,476 22,935 10.95 18.80

Water consumption (m?) FEK (LK) 117,030 111,348 48.42 91.27
Packaging materials for BIRK B EM R (HE)

finished goods (tonnes) 550 481 0.283 0.39
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Environment and Natural Resources

The Group actively promotes the concept of environmental
protection and to this end, implements various policies to
optimise its working environment, which emphasizes green
operations and green initiatives in the workplace. The Group
thoroughly implements a number of measures designed to
reduce emissions and cut down its consumption of energy
and natural resources, for example, printing office paper on
both sides and reusing waste paper, used envelopes and
kraft envelopes. Waste paper recycling bins are placed in
office to regularly recycle used paper and old newspapers
and magazines, and employees are encouraged to read
and send files electronically to reduce printing. The Group
actively embraces the concept of a “paperless” office and
puts it into practice, in which most office documents are
digitalised to save space and reduce paper use. Search
and use of documents after classification and archiving, is
more efficient, and human errors in the process are avoided
effectively. This not only protects the environment, but also
reduces the administrative burden and the daily operating
costs. The Group uses an online office automation system to
improve its administrative functions, such as the filing and
approval processes for applications for business trips and
expenses reimbursement. It also uses an online platform
to publish the Group’s notices, policies and regulations to
share information, which not only improves work efficiency
but also significantly conserves energy. Meanwhile, the
upgrade and integration of internal ERP system and the use
of innovative cloud technology facilitates have enabled the
sharing of data and seamless collaboration among different
departments within the Group and the enhancement of
corporate resources, which maintains the business continuity
of the Group and improves its resource efficiency and

competitiveness.

The Group aims for sustainable development by constantly
monitoring the environmental impact of its operations and
implementing appropriate measures to minimise harm to the
environment, while at the same time integrating the concepts
of conserving natural resources and reducing waste into the
corporate culture.
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SOCIETY

Employment and Labour Practices

The Group has always regarded its employees as critically
valuable assets of corporate operation and development.
Under its “people-oriented” core culture, the Group strictly
complies with all local labour standards and relevant
employment regulations, and implements a standardised
recruitment system. Its goal is to provide its employees
with a healthy, safe and welcoming working environment, to
protect its employees’ rights to rest days, statutory holidays,
paid annual leaves and maternity leaves according to laws,
and to build a fair, just and transparent working platform
so as to create a promising development prospect for its
employees.

Employment

The Group places great emphasis on upholding the basic
rights of its employees. It respects diversity in its employees
and adheres to the principle of equal opportunities in
employment, recruiting and cultivating talents regardless of
race, religion, color, nationality, gender or age. The Group
also continually revises its mechanism and structure in
different aspects in order to adapt to the development of the
enterprise and, at the same time, to benefit the employees’
development. The Group held professional seminars and job
fairs from time to time in order to recruit outstanding talents
to join the Group.

The Group has adopted a comprehensive work assessment
management system, under which it regularly reviews its
recruitment system and its internal policy for grooming
talents so as to ensure transparency and to maintain fairness
and equality.

The Group implements scientific remuneration management
and various other incentives, and regularly reviews its
remuneration packages and promotion opportunities for
different positions to guarantee their market competitiveness.
To attract talents, the Group also offers various welfare
incentives to its employees, including pension plans, MPF
plans, medical insurance schemes, and housing and meal
allowances.
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Further, the Group grants awarded shares and share options
to the senior management staff (including but not limited to
directors, executives and manager-level employees) and
relevant persons of the Company in recognition of their
contributions to the Group, and as an incentive encouraging
initiative and good performance in the workplace.

BE - g LEIGRSE

SEERSREEE (BRETRRES  TK
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During the year under review, in the best interest of the EEEERN  AFANER N2 EKENRE
Group and all shareholders, the Board made the decision #Hz EEEEF &MY TRIETEEBKHR
to discontinue the retail business by closing down its watch & FEEREF THEHTNFEZEME HE_Z
retail stores one after another. As of 31 December 2020, —ZF+_-_A=+—H £SERAREAH - &F
the Group had a total of 1,460 employees (2019: 1,831) in i - JBPFY « &2 K& 5 R FH2a E o {E A 511,460
Mainland China, Hong Kong, Macau, Taiwan and Malaysia ®&ET (ZZT—h4&E :1,8318)  EAXHHMN
shown as follows: 5
No. of staff
EIgH
2019 2020
20194 20204
Hong Kong and Macau 7 B 190 87
Taiwan/Malaysia = - CilH] 241 2
Accessories business, etc. REEXS 1,400 1,371
Total st 1,831 1,460
No. of staff
EIgH
2019 2020
20194 20204
Aged 18-25 18-257% 144 88
Aged 26-55 26-5575% 1,628 1,324
Aged 56 or above 5657 A 59 48
Total st 1,831 1,460
No. of staff
EIgH
2019 2020
20194 20204
Male & 902 782
Female z 929 678
Total @t 1,831 1,460
No. of staff
STEHE
2019 2020
20194 20204
Full-time 2B 1,809 1,458
Part-time b3 22 2
Total BT 1,831 1,460
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The Group places emphasis on employees’ sense of
belonging to the Company, and is committed to providing
them with a pleasant and harmonious working environment.
In addition, the Group actively launches and implements
work that is favourable for building a harmonious relationship
between the enterprise and the employees as well as
facilitating the enterprise’s sound development, so as to
care for employees and strengthen their sense of belonging
and their solidarity with the Group.

The labour unions at different levels have the tradition
of organizing activities for employees, such as holding
monthly employee birthday parties and holiday dinner
parties, and arranging employees’ participation in social
sports events. These activities enhanced employees’
physical and psychological well-being and strengthened
their sense of belonging and overall team spirit. During the
year under review, due to the impact of the pandemic, the
Group temporarily cancelled most of the previous employee
activities in order to avoid gathering of personnel, but
will consider resuming in due course depending on the
development of the pandemic.

SEERETZRAANREERK  SHREE
AR RM G H) TAEIRIR » W) - KREBERGH

RAEESHAENNBREEENMESSAE
RECEBREHRENIHE BEET RS
ITHRBRMEENRERT -

SERXERAASAEBE TEFNESR - fla
SRAERETARS HETE MABET2
HUYSBPERF - APMREATEI ZHDL
ffE - LT HEBRRERBENIEE -
BEFERN ARBENTE SBR2AERR
£ SEEREOBETUAENARSETES -
BREBERIFERNIENE BERRE

An employee birthday party held by the Group as scheduled before the outbreak of the pandemic

at the beginning of the year is especially missed during this time of the pandemic.
FOERBEEEZNEENHRRNETARS  FUEBHE  SALABER -
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Health and Safety

The Group is deeply committed to its employees’ well-being
and organises regular health check-ups for them, as well as
providing various medical insurance schemes.

The Group maintains high manufacturing safety standards.
To provide its employees with a safe and comfortable
working environment, the Group ensures it is in strict
compliance with all international labour standards and
the relevant laws of Mainland China, Hong Kong, Macau,
Taiwan and Malaysia. It also implements internal guidelines
and policies on occupational health and safety for different
working conditions and positions to ensure the health
and safety of its employees. The Group purchases labour
insurance for its employees, equips each workplace with
first aid kit with basic first aid supplies, arranges employees
for regular participation in courses on first-aid skills and
strain prevention organised by the Occupational Safety
and Health Council, provides employees with training
courses and drills on manufacturing safety, fire and disaster
prevention awareness at the Group’s industrial segment
subsidiaries, equips employees in the position exposing
to occupational hazards with protective gears in line with
national and industry standards, and checks whether they
wear the gears on an irregular basis. The Group arranges
regular occupational disease checkups and maintains health
surveillance archives for its employees. The employee
handbook also provides clear and comprehensive guidelines
on handling hurricane and rainstorm warnings, as well as
accidents and work injuries. The Group’s industrial group
also conducts regular assessments of occupational hazards
in the workplace, and, based on the assessment reports
by third parties, improves the environment of workplace
through the transformation of system engineering facilities.
Guangzhou Artdeco Decorating and Packaging Co. Ltd.
even installed dust collection alarm system to provide a
safer working environment for employees. During the year
under review, the Group had a very low rate of work-related
injuries, while the lost days due to work-related injuries were
244 days (2019: 245 days), and there were no cases of
work-related deaths (the last three years: nil).
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As early as the beginning of the outbreak of the pandemic
at the beginning of the year under review, the Group has
immediately taken a number of pandemic prevention and
anti-pandemic measures, including allowing employees
to work at flexible time and place, distributing protective
materials such as masks to employees, regular disinfection
in stores and adding body temperature detection devices,
to make every effort to protect the health and safety of
employees and customers.

Development and Training

Employee development drives the progress of a company.
The Group encourages employees at all levels to engage
in advanced studies or participate in training to achieve
their personal growth and professional development. While
developing its business and safeguarding the basic rights
of its employees, the Group also provides a platform for
employees to develop their careers, which includes offering
a comprehensive learning and training system that helps
them grow quickly and strengthens their sense of belonging.
The Group formulates suitable training courses according
to the needs of its different departments and businesses.
It also implements an internal recruitment system, in which
employees can choose their career path based on their
interests and strengths.

Every year, the Group offers comprehensive induction
training covering an overview of the Group’s business,
information about business partners, product knowledge,
corporate culture and core values and business-related
policies and regulations to new recruits as well as pre-
service safety training for new recruits of factories to help
them integrate into the Hengdeli family.

The Group provides our front-line staff with regular and
irregular local and overseas training programs. The Group
is committed to developing a professional sales team so as
to adapt to the increasingly specialised timepiece market
and volatile environment. The training sessions are provided
mainly in the form of knowledge teaching, skill training, shop
tours and assignment reports. The content of the training
covers knowledge of watches and watch brands, basic
watch repair, customer service skills, complaint handling
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skills, retail management, retail sector analysis, retail-related
laws and regulations, oral Mandarin and English training and
so forth. The Group also arranged and invited employees to
participate in training and workshops organised by different
companies and institutions. The training covers a wide range
of topics, including product training organized by various
watch brands, reshaping the retail customer experience,
consultancy sales skills, e-retail and network security.

The Group also provides its directors and senior
management with regular trainings, so as to maintain
continuing professional development and enhance their
knowledge and skills. The training includes regular updates
on rules for listed companies, and information about
relevant laws and regulations, corporate governance,
inside information, anti-corruption and bribery, internet
risk and international accounting standards as well as risk
management accountability for directors.
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During the year under review, the average training hours per [EIEEFERN @ EEFHBIEELLT ¢
person provided by the Group were as follows:
Average hours per person
AR
2019 2020
Type =Wl 20194 2020%F
Middle to senior management FEEEEAR 11.9 18.9
Frontline staff —#&/&BT 17.4 29.9
Other employees HAEE 12.7 28
Training by type RIEEERZE D
Number of employees Number of Percentage of
under each type employees trained employees trained

BERIAZ HhZAAZ ZHABEDL

2019 2020 2019 2020 2019 2020
Type 5 20195 2020%F 20195 2020 2019F 2020%F
Middle to senior management FESEEERAS 51 34 26 20 51% 59%
Frontline staff —&HET 1,442 1,085 862 1,079 60% 99%
Other employees Hii s 338 341 293 326 87% 96%
Total et 1,831 1,460 1,181 1,425 65% 98%

FIAFEIRARA R R R 65



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

a LE R

Labour Standards

The Group has employees in Mainland China, Hong
Kong, Macau, Taiwan and Malaysia. The Group is in strict
compliance with international labour standards and all
relevant local labour and employment laws and regulations.
All of its employees and job applicants enjoy equal
opportunities and fair treatment.

The Group adopts a comprehensive work assessment
management system, and revises its recruitment system
and internal training standards on a regular basis to ensure
transparency and to maintain fairness and impartiality.

During the year under review, the Group was not involved
in any issues relating to child labour or forced labour. The
Group will continue to comply with the strict recruitment
and internal management system to deter child labour and
forced labour.

Operation Practices

As a prestigious retailer of internationally renowned-brand
watch and manufacturers of watch accessories, the Group,
as always, cooperates closely with manufacturers and
suppliers to deliver quality and safe products to customers,
and is dedicated to maintaining a high level of industrial
production transparency and product responsibility.
Throughout its operations, the Group ensures that it
maintains and carries forward a good social reputation by
complying with all national and regional anti-corruption and
anti-bribery policies.

Supply Chain Management

The Group implements an efficient supply chain
management system that optimises links between
manufacturers, suppliers and retail outlets to optimise the
allocation of social resources. Meanwhile, the Group realizes
an effective link between production and sales as well
as a reasonable flow of logistics, information and capital
through an efficient information network, and delivers quality
products and considerate services to consumers in a timely

manner at reasonable prices.
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The Group has maintained sound business relationships
with many internationally renowned-brand watch suppliers
and engaged in the distribution of over 50 internationally
renowned brands from four major brand suppliers including
the Swatch Group, the LVMH Group, the Richemont Group
and the Kering Group and other independent watchmakers,
the places of origin of which are mainly Switzerland.

The Group’s industrial group subsidiaries have each
formulated an appropriate supplier code for raw materials.
Each factory has a detailed supplier survey, assessment
sheet, as well as a standardised supplier management
process and procurement control procedure. When selecting
a supplier for raw materials, an assessment on products of
suppliers will be carried out by the examination and approval
department of each factory according to various criteria
including relevant national certifications (such as the ISO
quality management system) for the Group’s final approval.
The Group also regularly verifies, gives feedback on and
evaluates each supplier’s products in areas such as quality,
pricing and environmental protection. Those suppliers which
do not meet the Group’s standards will be disqualified.

During the year under review, the Group was not aware of
any major non-compliance incidents or potential significant
adverse effects of any major suppliers in the aspects of
environmental protection, business ethics, employment and
labour practices.

Product Responsibility

The Group believes that providing quality products
and excellent after-sales service is a crucial part of its
successful corporate presence. The Group is engaged in the
distribution of more than 50 internationally renowned watch
brands. When it comes to selecting brands for distribution,
the Group prioritises the brand’s quality and after-sales
service, apart from its market demand. The Group has
maintained sound business relationships with suppliers of
some of the world’s premier brands, mainly including the
Swatch Group, the LVMH Group, the Richemont Group
and the Kering Group, etc. These brands implement strict
policies regarding production and sustainable development
and enjoy an extremely high international reputation, which
provides the Group with reliable, stable and quality product
sources and in turn helps guarantee the Group’s own
reputation.
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The Group’s subsidiaries engaged in watch accessories
manufacturing carry out strict quality management in line
with national quality standards. The watch boxes and
other packaging products manufactured by factories of
Guangzhou Artdeco Decorating and Packaging Co. Ltd.
have all achieved national FSC and 1SO9001:2008 or
ISO9001:2015 and SA8000 certifications, and have also
complied with EU Regulation (EC) No. 1907/2006 (REACH).
During the year under review, none of the products sold or
delivered by the Group was recalled on safety and health
grounds. However, customers may submit complaints, and
the Group will conduct an independent investigation and
deal with it in accordance with the internal guidelines.

During the year under review, the Group received 4
customer complaints (2019: 12) over product quality. Upon
timely communication with and explanation offered to the
customers, they were satisfied with our clarification and
arrangements.

The Group attaches great importance to respecting
and safeguarding the rights of consumers. It is in strict
compliance with the regulations and laws relating to sale
of products to safeguard the interests of consumers.
The Group also fully complies with the provisions of the
“Supply of Services (Implied Terms) Ordinance” and the
“Personal Data (Privacy) Ordinance” in collecting consumer
information and privacy protection, and offers trainings for
relevant employees on how to protect personal data. In
order to ensure that the privacy protection measures are
implemented more effectively and comply with relevant laws
and regulations, the Group also reviews and amends its
measures on safeguarding personal data privacy from time
to time. When collecting customer information, the Group will
provide a “Personal Data Collection Statement” and explain
to customers the purpose of personal data collection.
Hengdeli will not use the personal data without the voluntary
and express consent of the relevant parties. During the
year under review, the Group had no incidents of breach of
customer privacy or loss of customer information, nor did it
receive any confirmed complaints in connection therewith.
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The Group has established and protected its intellectual
properties, including its trademarks and domain names.

Trademarks “Hengdeli” and “Elegant” have been applied
for registration or registered in Hong Kong, Macau, Taiwan,
Malaysia, Thailand and other overseas jurisdictions in
respect of a number of categories. In addition, the Group’s
domain names are subject to continuous monitoring and

renewal upon expiry.

To protect intellectual property, the Group also follows the
guidance including that of the “Copyright Ordinance” and
requires employees not to use or illegally download and
install pirated computer software. The Group’s IT department
is responsible for monitoring relevant matters.

During the year under review, the Group was not aware of
any violations of the regulations governing the provision
and use of the Group’s products and services and had
material effect on the Group, including product and
service information and labels, marketing communications
(advertising, marketing and sponsorship) and intellectual

property.

Anti-Corruption

The Hengdeli Group is dedicated to establishing itself as a
trustworthy, law-abiding enterprise. The Group abides by
applicable laws and regulations on bribery, fraud and money
laundering in all regions where it operates, including but not
limited to the Hong Kong Prevention of Bribery Ordinance,
the Anti-Money Laundering and Counter-Terrorist Financing
Ordinance, the Macao Prevention and Suppression
the China Anti-Unfair

Competition Law and the Interim Provisions on Banning

of Bribery in the Private Sector,

Commercial Bribery. The Group advocates a work ethic
that insists on compliance with law, integrity, honesty and
professional dedication, and bans any form of acceptance
of advantages or acts of bribery. Explicit rules concerning
employees’ professional integrity are communicated
through the employees’ guidebook, training courses as well
as guidelines, for example, on conflict of interest, while
the efficiency of the Group’s entire internal management
system is reviewed regularly. Channels are also available
for employees to report on internal misconduct. The daily

operations of the Group strictly comply with established
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procedures; the internal audit department audits each
branch and subsidiary regularly and timely reports to the
audit committee while implementing appropriate measures
to ensure all regulations are complied with. Further, the
Group also commissions external auditors to carry out
independent audits. All these measures effectively promoted
the implementation and the improvement of the Group’s
regulatory system. During the year under review, the Group
participated in an online seminar on combating money
laundering organized by Companies Registry (Money
Lenders Section) of Hong Kong. The Group was not aware of
any violations of laws and regulations on bribery, extortion,
fraud and money laundering that had a significant impact on
the Group.

Investment in Community

Hengdeli has always been actively involved in community
and public welfare activities, serving the community,
undertaking corporate social responsibilities proactively and
contributing to society through a variety of welfare platforms
with its own strength.

Since 2011, Elegant, a subsidiary of the Group has been
taking part in “Project WeCan” initiated by The Wharf.
The project is an on-going school supporting initiative
which demonstrates the spirit of “business-in-community”
and, through various activities and academic and cultural
exchanges, broadens the horizons of students, enhances
their self-confidence, and prepares them with a solid
foundation for entering the society in the future. The project
has benefited more than 66,000 students from 76 local
schools in Hong Kong.

As of 2020, Elegant has been actively taking part in Project
WeCan in the form of donation and volunteer services for
nine consecutive years, sponsoring events including student
sports games, workshops, store visits and internships at
schools such as Po Leung Kuk C. W. Chu College and
Caritas Ma On Shan Secondary School, the large-scale joint-
school event of “Young Innovators Bazaar” and topic sharing
under the “Quality School Improvement Project” for teachers.
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During the year under review, through interviews by the
“Project WeCan”, three students aged 16 or above were
selected by Elegant. According to the schedule, it was
originally contemplated that a two-week store internship
would be carried out at the Group’s retail stores during the
summer holiday in July for them to learn entertaining guests,
retail sales and other daily front-line work, thus providing
a real workplace environment for graduating students and
help them better enter the society. Due to the pandemic,
the internship was forced to be cancelled, and finally two
introduction seminars on the watch retail industry were held
online in mid-August instead, which provided participating
students with a general understanding of the daily operations
and work scope of the watch retail industry.
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The Group held two introduction seminars on the watch retail industry for students

who were about to graduate and go to society online instead.
EEXURBREAANEEXRE LHENBERTTMSERTETEGNBE -

In order to promote mental and physical health development
of young people and stimulate the interest of young
people for sports, the Group has co-hosted the “Elegant
Cup Tournament” in Hong Kong for many consecutive
years since 2012. By organizing different types of sports
competitions, the Group encouraged young people to raise
their awareness of physical and mental health development,
and at the same time created a platform for students from
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different regions and schools to communicate and learn
from each other. Since the launch of the activity, many table
tennis and rope skipping competitions of different groups
and events have been successfully held. In addition to
local junior players, junior players from Mainland China,
Taiwan, Singapore and other countries and regions have
participated.

During the year under review, due to the pandemic, this
year’'s “Elegant Cup Tournament” was not successfully held.
The Group will consider resuming this activity in due course.

OUTLOOK

Come rain or shine, we have been moving ahead through
ups and downs. In an environment full of challenges
and uncertainties, we would like to express our heartfelt
gratitude to the Board of the Group for their continuous
care and leadership and the full support of stakeholders. In
the future, we will continue to uphold the principle of being
responsible for our customers, employees, shareholders and
the society, and will seek and capture opportunities to strive
for a harmonious and sustainable development between
the Company and the society, the Company and the
environment, as well as the Company and all related parties
to make our due contributions.
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FINANCIAL SUMMARY
P R

Year ended 31 December

BEt-A=1t—-HLHFE

2020 2019 2018 2017 2016
RESULTS £ —ECEF —NEF — N\ —tF ZTRF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETT ARETT ARE®TR
Note (iii) Note (ii) Note (i)
Bk Cii) B (i) BaE (i)
Revenue PN 1,219,856 2,417,181 2,687,248 2,439,022 12,334,151
(Loss)/profit before taxation ~ FiAl (E51E), % Fl (354,200) (337,042) 103,681 (23,858) (50,496)
Income tax (expense)/credit Fr{E% (Fisz),/
e (32,324) 12,925 (24,432) (21,790) (225,042)
(Loss)/profit for the year E£E (BR) /&5 (386,524) (324,117) 79,249 (165,080) (275,538)
Attributable to: JEAE -
Equity shareholders ZA/NCIE G
of the Company BAA (383,076)  (332,520) 68,746 (236,382)  (321,378)
Non-controlling interests FEIERRE = (3,448) 8,403 10,503 71,302 45,840
(Loss)/profit for the year EE (ER),/ %= (386,524) (324,117) 79,249 (165,080) (275,538)
As at 31 December
W+=RA=+—H
2020 2019 2018 2017 2016
ASSETS AND LIABILITIES &EHEE S 33 —hE —N\& —tF ZT—KF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETRT AREBETT ARETT ARETT ARETRT
Total assets BEBE 3,628,461 4,641,068 4,920,029 4,803,473 12,583,118
Total liabilities BEEE 188,651 659,481 472,340 369,775 6,216,669
Net assets ﬁ?@‘%ﬁ 3,439,810 3,981,587 4,447,689 4,433,698 6,366,449
Total equity attributable ZAN/NETE <)
to equity shareholders BB AR
of the Company e Aa%E 3,366,694 3,894,615 4,369,451 4,376,504 5,746,297
Non-controlling interests FEVE R 25 73,116 86,972 78,238 57,194 620,152
Total equity ERAE 3,439,810 3,981,587 4,447,680 4,433,698 6,366,449
Note: FTEE -
(i) The above figures include continuing operations and (i) A ESHFEEFELEARKIEE SR -

discontinued operations.

(i) The Group has initially applied HKFRS 15 and HKFRS 9 (i)
on 1 January 2018. Under the transition method chosen,
comparative information is not restated, hence the
Summary has not been prepared on a consistent basis.

(iiiy ~ The Group has initially applied HKFRS 16 on 1 January (iii)
2019 using the modified retrospective approach. Under
this approach, comparative information is not restated.
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INDEPENDENT AUDITOR'S REPORT
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TO THE SHAREHOLDERS OF

HENGDELI HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements
of Hengdeli Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set
out on pages 81 to 193, which comprise the consolidated
statement of financial position as at 31 December 2020,
and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 31 December 2020, and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”)
and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies
Ordinance.

BASIS OF 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.
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KEY AUDIT MATTERS

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

i Goodwill and Property, Plant and Equipment

Refer to Notes 11 and 13 to the consolidated financial
statements

The Group is required to test the amount of goodwill
for impairment. The Group is also required to test
the amount of property, plant and equipment for
impairment when there is an indication that the assets
may be impaired. During the year, there was decline
in revenue which increases the risk that the related
goodwill and property, plant and equipment may
be impaired. These impairment tests are significant
to our audit because the balances of goodwill and
property, plant and equipment of approximately
RMB63,547,000 and RMB479,302,000 as at 31
December 2020, respectively, and the impairment
of property, plant and equipment of approximately
RMB15,636,000 for the year ended 31 December
2020, respectively, are material to the consolidated
financial statements. In addition, the Group’s
impairment tests involve application of judgement and
are based on assumptions and estimates.

INDEPENDENT AUDITOR'S REPORT
¥ A% S e

FREETER
MRETZRERERMANEXHE  R5Y
APEEMBBRRNBIARSERZNEE &
LERRERMEXBERGAMBHRR LA
EARETREN MERMISEELERIE
HEBNHER -

. BEBURYE - BERRE
FLHEA M RAME11 RMEE13

EEBANRHEBESEETRERR o i
LREEARBENTR - BESEBEN
BHYME BERIZENEBEEREB
A REFEARARATRE: FF@HE
BLRME - BE MEETEDRRE
BRI N o ZEREAR SR MM E
AEBEE AR T -TFE+ A=
+—B % A4 A AR 63,547,0007T
& AR #¥479,302,0007T K 5 E A &Y
¥ BELEEES REEZT=F
F+ZA=+—HLEFEDNNBAR
#15,636,000t M W % - R E K& H
WA HRAMBMERTEEN It
G BEERRERIE S & E R H B
BB ERER R AT

FRABEBRARAT R R 75



INDEPENDENT AUDITOR'S REPORT

T8 A S e

76

Our audit procedures included, among others:

- Assessing the identification of the related cash
generating units;

- Assessing the arithmetical accuracy of the
value-in-use calculations;

- Comparing the actual cash flows with the cash
flow projections;

- Assessing the reasonableness of the key
assumptions (including revenue growth, profit
margins, terminal growth rates and discount
rates); and

- Checking input data to supporting evidence.

We consider that the Group’s impairment tests for
goodwill and property, plant and equipment are
supported by the available evidence.

Inventories

Refer to Note 16 to the consolidated financial
statements

The Group tested the amount of inventory for
impairment. This impairment test is significant to
our audit because the balance of inventories of
approximately RMB653,106,000 as at 31 December
2020 is material to the consolidated financial
statements. In addition, the Group’s impairment test
involves application of judgement and is based on
estimates.
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Our audit procedures included, among others:

- Evaluating the Group’s impairment assessment;

= Assessing the aging of the inventories;

- Assessing the net realisable value of the
inventories; and

- Checking subsequent sales of the inventories.

We consider that the Group’s impairment test for
inventories is supported by the available evidence.

Other Receivables

Refer to Note 17 to the consolidated financial
statements

The Group tested the advance to third parties for
impairment. This impairment test is significant to
our audit because the balance on advance to third
parties of RMB213,285,000 with interest bearing as
at 31 December 2020 is material to the consolidated
financial statements. In addition, the Group’s
impairment test involves application of judgement and

is based on estimates.

INDEPENDENT AUDITOR'S REPORT
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INDEPENDENT AUDITOR'S REPORT

T8 A S e

Our audit procedures included, among others:

- Assessing the Group’s procedures on
granting loans limits and repayment periods to
borrowers;

- Assessing the Group’s relationship and
transaction history with the borrowers;

- Assessing the value of the collateral,

- Checking subsequent settlements from the
borrowers;

- Evaluating the Group’s impairment assessment;
- Assessing ageing of the loans;

- Assessing creditworthiness of the borrowers;
and

- Assessing the disclosure of the Group’s
exposure to credit risk in the consolidated
financial statements.

We consider that the Group’s impairment test for other
receivables is supported by the available evidence.

OTHER INFORMATION

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

regard.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the
consolidated financial statements that give a true and fair
view in accordance with HKFRSs 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.

INDEPENDENT AUDITOR'S REPORT
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’'s report that includes our
opinion. We report our opinion solely to you, as a body,
and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the
contents of this report. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted
in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

A further description of our responsibilities for the audit
of the consolidated financial statements is located at the
HKICPA'’s website at:

http://www.hkicpa.org.hk/en/standards-and-regulations/
standards/auditing-assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Li Chi Hoi

Audit Engagement Director
Practising Certificate Number P07268

Hong Kong
23 March 2021
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended 31 December 2020 &% —Z —

N RS

—ZEF+_A=+—HILFE
(Expressed in Renminbi) (JAA R 251)

2020 2019
—EEF —hF
Note RMB’000 RMB’000
et AR®T T ARET T
Revenue LON & 1,219,856 2,417,181
Cost of sales SHE KA (1,368,079) (2,026,677)
Gross (loss)/profit 2),/ K (148,223) 390,504
Other revenue H AU A 4 47,796 47,493
Other net gain/(loss) HEuezs /(E518) F5E 4 45,435 (338,066)
Distribution costs 7 SR (135,781) (261,342)
Administrative expenses THE A (156,073) (164,442)
Loss from operations R EE (346,846) (325,853)
Finance costs B 7% Ak 2N 5(a) (7,354) (11,189)
Loss before taxation FREATE1E 5 (354,200) (337,042)
Income tax (expense)/credit Fies (R%)#%e 6 (32,324) 12,925
Loss for the year FEEE (386,524) (324,117)
Attributable to: FEAL -
Equity shareholders of RARRGEERA
the Company (383,076) (832,520)
Non-controlling interests IRV AR B (8,448) 8,403
Loss for the year FEEB (386,524) (324,117)
Losses per share BREE 10
Basic HAK RMB(0.082) RMB(0.071)
AR#(0.082) AR¥(0.071)
Diluted B RMB(0.082) RMB(0.071)
AR#(0.082) AR(0.071)

The notes on pages 89 to 193 form part of these financial
statements. Details of dividends payable to equity
shareholders of the Company attributable to the loss for the

year are set out in note 26(b).

F8OFE193E MBIt S 5shk —380 - I&
NARRBEOEBEAEBEFESEZREFE
R sE26(b) °
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

AR E i M

For the year ended 31 December 2020 &%
(Expressed in Renminbi) (JAA R 25)

HoAth 2 T U A 3K

ZE_TFE+_A=t+—BIEFE

2020 2019
—ECEF —hE
Note RMB’000 RMB’000
HieE AR®T T ARET T
Loss for the year FEFIE (386,524) (324,117)
Other comprehensive income FEHMEERA (FiE
for the year (after tax and REH D ERAER)
reclassification adjustments) 9(a)
ltems that may be reclassified BEE T BEEF AR
subsequently to profit or loss: Bzm AR ¢
Release of exchange differences on HEWBARZ
disposal of subsidiaries P& 5 = R R 19(e) (1,282) 4
Exchange differences on ME BN B A RS
translation of overseas subsidiaries’ WMEPTEL
financial statements ZEN =58 (87,058) 37,466
(88,340) 37,466
Items that will not be reclassified BEETEEFHRE
subsequently to profit or loss: Bz 2IER
Equity investments at fair value BEE ek AL
through other comprehensive AREFTEZRA
income — net movement in fair &é ArE#E
value reserves (non-recycling) &) F AR
(TT@})\}E <) 61,041 10,498
Exchange differences on translation BhERBHMPEKA
of equity investments at fair value BAREREZBRA
through other comprehensive WEFEEZ
income b =5 (33,087) 7,455
Exchange differences on translation BRE RN F B BRE
of the Company’s financial FrEEZERZ5
statements (80,096) 27,779
(52,142) 45,732
Total comprehensive income for the year FE2EUWAZLE (527,006) (240,919)
Attributable to: FE14
Equity shareholders of the Company PAN/NCICSESTEDN (527,878) (250,314)
Non-controlling interests FEIE IR A 872 9,395
Total comprehensive income for the year FEZHUAZEE (527,006) (240,919)

The notes on pages 89 to 193 form part of these financial

statements.

82 Hengdeli Holdings Limited Annual Report 2020

FBIE193 A Z UL FM MK — 87 -



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AR BIR IR

As at 31 December 2020 R=—ZE—ZEF+—-_A=+—H
(Expressed in Renminbi) (JAA R 251)
2020 2019
—E-EF —E-NEF
Note RMB’000 RMB’000
Kt ARET T ARBETIT
Non-current assets ERBEE
Investment properties HE Y 11 134,057 137,738
Property, plant and equipment ME - BB N RE 11 479,302 538,087
613,359 675,825
Intangible assets M EE 12 2,772 1,724
Goodwill [EES 13 63,547 66,502
Other investments Hihix& 15(a) 487,251 400,184
Prepayment and deposits FENRIERIES 17 1,642 21,333
Deferred tax assets EIETRIBE B 25(b)(i) 52 34,003
1,168,623 1,199,571
Current assets MEEE
Inventories FE 16 653,106 1,309,758
Trade and other receivables JEUWE BRI
Hofth FE UL FRIR 17 535,487 416,263
Other investments HmigE 15(b) 29,147 =
Current tax recoverable 7N BB AT Uy [o] 75 18 25(a) 235 2,192
Deposits with banks RITER 18 226,880 548,115
Cash and cash equivalents He NIESEEY 19 1,014,983 1,165,169
2,459,838 3,441,497
Current liabilities NREI=RE
Trade and other payables and B E SR N E A
contract liabilities ENFZEANRELOEE 20 117,563 221,453
Bank loans IRITEX 21 2,322 142,094
Lease liabilities HEaE 22 12,248 121,586
Current taxation RERFE AT IE 25(a) 5,179 25,816
137,312 510,949
Net current assets REEEFE 2,322,526 2,930,548
Total assets less current liabilities #BEERABERE 3,491,149 4,130,119

FFRERARAT R RAEER 83



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

fra BRI AR
2020 2019
—E-EF —N&F
Note RMB’000 RMB’000
Kt ARET T ARBFIT
Non-current liabilities FEREBERE
Bank loans SRITEK 21 27,596 74,523
Lease liabilities a"ﬁf‘iﬁm 22 21,418 72,053
Deferred tax liabilities EEFIER & 25(b)(ii) 2,325 1,956
51,339 148,532
NET ASSETS EEFE 3,439,810 3,981,587
CAPITAL AND RESERVES BEARNF#FE
Share capital R% A 26(c) 22,337 22,337
Reserves HiE 3,344,357 3,872,278
Total equity attributable to equity ~ AAQATRBIZFF A
shareholders of the Company FE{EfER 4R RR 3,366,694 3,894,615
Non-controlling interests FEFE R 73,116 86,972
3,439,810 3,981,587

Approved and authorised for issue by the board of directors RZZEZ—F=A-+=HEEZE=SHEREK

on 23 March 2021. REFIED o
Zhang Yuping Huang Yonghua RE T EIKEE
Executive Director Executive Director HITEE HITEE

The notes on pages 89 to 193 form part of these financial $89F 1938 MBIt
statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2020 HEZ—Z-—ZT&+_—_A=+—HILFE
(Expressed in Renminbi) (LAA R 251))

Attributable to equity shareholders of the Company

ARAEE AR
Fair value
Capital PRC Fairvalue  reserve Non-
Share Share redemption  Capital Exchange  statutory  reserve (non-  Retained controlling Total
capital  premium  reseve  reserve  reserve  reserve (recycling) recycling) profits Total interests equity
MrERE ARERRE
e e (TEA (THEA
ke BpEE BOREE EABE  ENRE iRER &) &) REEH B FORER  BaRE
Note RMB'000  RMB'000  RMB'000  RMB000  RMB'000  RMB'000  RMB000  RMB'000  RMB'000  RMB000  RMB'0C0  RMB'000
Wit \RBTT ARBTR ARETR ARMTT ARBTT ARBTR ARETR ARMTR AR¥TT ARETR ARETR ARETR
Balance at 31 December 2018 W=E-N\F+=8
=t-Ae&R 22,337 2,620,409 761 (9499 (170693) 26,016 - 59,236 1,820,884 4,369,451 78238 4,447,689
Changes in equity for 2019 WZE-nE
LY
Loss for the year EEER s = - - < S - - (332520) (332520) 8403 (324,117)
Other comprehensive income £ 2EMA J = = = - 71708 = = 10,498 - 82206 992 83,198
Total comprehensive income 2 EMALE = - - - 71708 - - 10498  (332,520) (250,314) 9395  (240,919)
Dividends approved and paid ~ #tE—EEHER 2
in respect of the previous year B ZBRE - - - - - - - - (55952) (55,952) - (55992
Dividends approved and paid ~ SAEEHER 240
in respect of the current year kT 28 A - - - y 7 3 - (1mas1)  (177,181) - (177,181)
Dividends to holders of ARE G £
non-controlling interests BEEAZRE = B - - - - = - = = (3,052)  (3,052)
Transfer between reserves HE/mEy - - - - - 3,456 - - (3456) - - -
Capital injection from FERERTA
non-controlling interests - - - - - - - - - - 3,000 3,000
Disposal of equity interests —HHERR
in a subsidiary LR = & - - - (659) - - - (659) (609)  (1,268)
Shares granted under RERGZETE 240
share award scheme RAR( - - - 1087 - - - - (1557) 9210 -9
Balance at 31 December 2019 R=E-AF+ZR
=t-Az&R 22,331 2,620,409 761 1,328 (98985) 28813 - 69734 1250218 3,894,615 86,972 3,981,587
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

5 A M 25 5

Lk

For the year ended 31 December 2020 §Z —E-Z&+ - A=1+—HI-FE
(Expressed in Renminbi) (LAAREE251)

Attributable to equity shareholders of the Company

ARARGEE AE
Fair value
Capital PRC Fairvalue  reserve Non-
Share Share redemption  Capital Exchange statutory  reserve (non-  Retained controlling Total
capital  premium  reserve  reserve  reserve  reserve (recycling)  recycling) profits Total interests equity
MERE MERRE
R HE (FEA (FAEA
A RfEE BERE ErBE  EIRE  iERE ) BH)  REEA a3 FERER EREE
Note  RMB'000  RMB'000  RMB'000  RMB'000 RMB'000 RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
Wi ARETR ARMTr AR¥TR ARBTR ARETR ARMTR ARETR ARETR ARBTR ARETR ARETR ARETR
Balance at 31 December 2019  R=E-AE+Zf
St-RzER 22,337 2,620,409 761 1,328 (98,985 28,813 - 69,734 1,250,218 3,894,615 86,972 3,981,587
Changes in equity for 2020 ~ W=Z=Z&
3 4
Loss for the year R = = = = - = - - (383076) (383076)  (3448) (386,524
Other comprehensive income ~ Ef2EMA 9 - - - - (205,843 - - 61,041 - (1448020 4320  (140,482)
Total comprehensive income ~ 2ERALE - - = - (205849 = - 61040 (383076) (527879) 872 (527006)
Transfer between reserves G2 &R - - - - - 2,053 - - (2289) - - -
Disposal of equity interests ~ HEKBEAT
in subsidiaries LR - - - - - (43) - - - (43) (14728  (14771)
Amount transferred from HERAR
fair value reserve BAnERE
(non-recycling) to retained (RA&A
profit upon disposal of fBa) 842
investments RERMZ
it - - - - - = - (26153 26,153 = = -
Balance at 31 December 2020 R=E=ZF+=f
=t-Rzés 22,337 2,620,409 761 1,328 (304,828) 31,023 - 104622 891,042 3,366,694 73,116 3,439,810

The notes on pages 89 to

statements.

193 form part of these financial $89ZE193H Z KB EMIEHE —3H °

86 Hengdeli Holdings Limited Annual Report 2020



CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 December 2020 iZ =T =T &+ -A=+—HILFE

(Expressed in Renminbi) (JAA R 251)

2020 2019
g St 23 —FE-AF
Note RMB’000 RMB’000
et AREET T ARBTT
Operating activities RETRE
Cash generated from operations ZEATEE S 19(b) 107,582 191,442
Tax refund R 2,594 =
Tax paid BEAHiE (20,498) (8,237)
Net cash generated from RETHMBRESFHE
operating activities 89,678 183,205
Investing activities REEE
Payment for the purchase of BAYE  BEK
property, plant and equipment AT (50,254) (88,389)
Proceeds from sale of HEWE - BE - &iE
property, plant, equipment MEFE EFTS I8
and intangible assets 2,950 1,410
Payment for the purchase of BABFEENK
intangible assets (2,018) -
Decrease in deposits with banks 817 Z0R 4 303,972 101,656
Payment for advances to TRE=ZFEK
third parties (271,694) (258,107)
Proceeds from repayment of BB E=HRARAERIE
advances to third parties 172,263 128,867
Payment for purchase of BAEMTERR
other investments (256,885) (213,535)
Proceeds from sale of & KAt & TS 508
other investments 171,654 -
Interest received ERFE 23,604 31,915
Payment for acquisition of WEE—RNEB AR Z
a subsidiary, net of IR MR RE
cash acquired - (12,268)
Dividends received from BRI AR ERE
equity investments 8,839 7,309
Net cash proceeds from disposal & /B A FIAXHE
of equity interests in subsidiaries P53 & FIAF 58 19(e) 17,234 1,224
Net cash generated from/(used in) REFEIFE (FriE)
investing activities 4 EE 119,665 (300,018)
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CONSOLIDATED CASH FLOW STATEMENT

wi e Bl iR

2020 2019
—EEF —hF
Note RMB’000 RMB’000
et ARET T ARBTT
Financing activities REEE
Proceeds from new bank loans FILIRTTERFISHIE 19(c) - 240,140
Repayment of bank loans BERITEN 19(c) (178,665) (171,682)
Capital element of BENHEEREESH
lease rentals paid BRI 19(c) (90,544) (118,632)
Interest element of BENEEHEEH
lease rentals paid M EEZ D 19(c) (3,276) (5,678)
Other borrowing costs paid BRI EME SR (8,830) (4,819)
Capital injection from IR E
non-controlling interests - 3,000
Dividends paid to BREGOIFEEA
equity shareholders 2B 26(b) - (233,133)
Dividends paid to holders of BRI EERERTE A
non-controlling interests ZHRE = (3,052)
Net cash used in from R EEEFTFE
financing activities WEFEEE (276,315) (293,856)
Net decrease in cash and ReRBESEEY
cash equivalents WAFEE (66,972) (410,669)
Cash and cash equivalents at the REDZRER
beginning of the year HEZEEY 1,165,169 1,551,003
Effect of foreign exchange rate INEEFE RS B A
changes (83,214) 24,835
Cash and cash equivalents RERZRER
at the end of the year HEZEEY 19(a) 1,014,983 1,165,169

The notes on pages 89 to 193 form part of these financial

statements.
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NOTES TO THE FINANCIAL STATEMENTS

S BS H R M T

(Expressed in Renminbi unless otherwise indicated) (¥ SBE4ERASN + BEEUAAREZS)

1 SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
("HKASs”) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong, and
the disclosure requirements of the Hong Kong Companies
Ordinance. These financial statements also comply with the
applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (“the Exchange”). Significant accounting policies
adopted by the Group are disclosed below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for the
current accounting period of the Group. Note 1(c) provides
information on any changes in accounting policies resulting
from initial application of these developments to the extent
that they are relevant to the Group for the current and prior
accounting periods reflected in these financial statements.

(b) Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31
December 2020 comprise Hengdeli Holdings Limited (“the
Company”) and its subsidiaries (together referred to as “the
Group”).

The measurement basis used in the preparation of the
financial statements is the historical cost basis except
that the following assets are stated at their fair value as
explained in the accounting policies set out below:

1 EEEHHEX

(a) EHIEH
HERBRRIREFLESHMAE (FES
AERER]) BOENAAER(EENBREE
AN ([BEWBHRELER] > ZFcERRHME
EROEREEM GRS ER (BEEHE
AD(TEEEER]) R2E)  BEAREG
FRAINRE RCEBRAED) WEERE R
B WERBRRNMTEELEHRERIMER
~A) ([ Bx EmARREERRER
E o AREMFEANEZ ST RREENT -

BEGFMAEERME TR AKERNGHH
B R AR A R BT IR M B ¥ AT G ERT &
B RS LR o MiEE1(c)FIE M Ut F B K
R BR 2 TR R B 1 & 5t B H R R % F B
SERBEN G ERPTEK N IG5 HERE
BER -

(b) HIBIMRMEREE

BE T TFT_A=t—BHILEFENKS
MBRREFBEZEMERERAR ([ARH])
REKBAR (G [AKE]) -

MEMBBRABIAEREREL KA
HETXAESFTBRREAZAERAAEBEIRZ
BERIN
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b) Basis of preparation of the financial statements
(Continued)

- equity investments (see note 1(f))

The preparation of financial statements in conformity
with HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions
are based on historical experience and various other factors
that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.

Judgements made by management in the application
of HKFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty are
discussed in note 2.

(c) Changes in accounting policies

The HKICPA has issued the following amendments to
HKFRSs that are first effective for the current accounting
period of the Group.

Amendments to HKFRS 3, Definition of a Business

° Amendments to HKAS 1 and 8, Definition of Material

° Amendments to HKFRS 7, 9, and HKAS 39, Interest
Rate Benchmark Reform

° Amendments to HKFRS 16, COVID-19-Related Rent
Concessions
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c) Changes in accounting policies (Continued)

None of these developments have had a material effect on
how the Group’s results and financial position for the current
or prior periods have been prepared or presented. The
Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.

(d) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed, or has rights, to
variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the
entity. When assessing whether the Group has power, only
substantive rights (held by the Group and other parties) are
considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances, transactions and cash flows and any unrealised
profits arising from intra-group transactions are eliminated
in full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains but only to
the extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary
not attributable directly or indirectly to the Company, and in
respect of which the Group has not agreed any additional
terms with the holders of those interests which would result
in the Group as a whole having a contractual obligation
in respect of those interests that meets the definition of a
financial liability. For each business combination, the Group
can elect to measure any non-controlling interests either at
fair value or at the non-controlling interests’ proportionate
share of the subsidiary’s net identifiable assets.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Subsidiaries and non-controlling interests
(Continued)

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately
from equity attributable to the equity shareholders of the
Company. Non-controlling interests in the results of the
Group are presented on the face of the consolidated
statement of profit or loss and the consolidated statement
of profit or loss and other comprehensive income as an
allocation of the total profit or loss and total comprehensive
income for the year between non-controlling interests and
the equity shareholders of the Company. Loans from holders
of non-controlling interests and other contractual obligations
towards these holders are presented as financial liabilities
in the consolidated statement of financial position in
accordance with notes 1(o) or 1(p) depending on the nature
of the liability.

Changes in the Group’s interests in a subsidiary that do
not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the
amounts of controlling and non-controlling interests within
consolidated equity to reflect the change in relative interests,
but no adjustments are made to goodwill and no gain or loss
is recognised.

When the Group loses control of a subsidiary, it is accounted
for as a disposal of the entire interest in that subsidiary,
with a resulting gain or loss being recognised in profit or
loss. Any interest retained in that former subsidiary at the
date when control is lost is recognised at fair value and this
amount is regarded as the fair value on initial recognition of
a financial asset (see note 1(f)).

In the Company’s statement of financial position, an
investment in a subsidiary is stated at cost less impairment
losses (see note 1(k)), unless the investment is classified
as held for sale (or included in a disposal group that is
classified as held for sale).
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e) Goodwill

Goodwill represents the excess of

(i) the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling interest
in the acquiree and the fair value of the Group’s
previously held equity interest in the acquiree; over

(i) the net fair value of the acquiree’s identifiable assets
and liabilities measured as at the acquisition date.

When (ii) is greater than (i), then this excess is recognised
immediately in profit or loss as a gain on a bargain
purchase.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill arising on a business combination is
allocated to each cash-generating unit, or groups of cash
generating units, that is expected to benefit from the
synergies of the combination and is tested annually for

impairment (see note 1(k)(ii)).

On disposal of a cash generating unit during the year, any
attributable amount of purchased goodwill is included in the
calculation of the profit or loss on disposal.

(f)  Other investments in debt and equity securities

The Group’s policies for investments in debt and equity
securities, other than investments in subsidiaries, are as
follows:

Investments in debt and equity securities are recognised/
derecognised on the date the Group commits to purchase/
sell the investment. The investments are initially stated at
fair value plus directly attributable transaction costs, except
for those investments measured at fair value through profit
or loss (FVPL) for which transaction costs are recognised
directly in profit or loss. For an explanation of how the Group
determines fair value of financial instruments, see note
29(f). These investments are subsequently accounted for as
follows, depending on their classification.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f)  Other investments in debt and equity securities
(Continued)

(i) Investments other than equity investments
Non-equity investments held by the Group are classified into
one of the following measurement categories:

- amortised cost, if the investment is held for the
collection of contractual cash flows which represent
solely payments of principal and interest. Interest
income from the investment is calculated using the
effective interest method (see note 1(u)(v)).

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

- fair value at profit or loss (FVPL) if the investment
does not meet the criteria for being measured at
amortised cost or FVOCI (recycling). Changes in the
fair value of the investment (including interest) are
recognised in profit or loss.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f)  Other investments in debt and equity securities
(Continued)

(iif) Equity investments

An investment in equity securities is classified as FVPL
unless the equity investment is not held for trading purposes
and on initial recognition of the investment the Group makes
an election to designate the investment at FVOCI (non-
recycling) such that subsequent changes in fair value are
recognised in other comprehensive income. Such elections
are made on an instrument-by-instrument basis, but may
only be made if the investment meets the definition of equity
from the issuer’'s perspective. Where such an election is
made, the amount accumulated in other comprehensive
income remains in the fair value reserve (non-recycling)
until the investment is disposed of. At the time of disposal,
the amount accumulated in the fair value reserve (non-
recycling) is transferred to retained profits. It is not recycled
through profit or loss. Dividends from an investment in equity
securities, irrespective of whether classified as at FVPL or
FVOCI, are recognised in profit or loss as other income in
accordance with the policy set out in note 1(u)(iv).

(9) Investment properties

Investment properties are land and/or buildings which are
owned or held under a leasehold interest (see note 1(j)) to
earn rental income and/or for capital appreciation. These
include land held for a currently undetermined future use
and property that is being constructed or developed for
future use as investment property.

Investment properties are stated at cost less accumulated
depreciation and impairment losses (see note 1(k)(ii)).
Depreciation is calculated to write off the cost of investment
property less its estimated residual value using the straight
line method over its estimated useful life. Rental income from
investment properties is accounted for as described in note

1(u)(iii).
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9) Investment properties (Continued)

When the Group holds a property interest under an operating
lease to earn rental income and/or for capital appreciation,
the interest is classified and accounted for as an investment
property on a property-by-property basis.

(h)  Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses (see note

1(k)(ii)).

The cost of self-constructed items of property, plant and
equipment includes the cost of materials, direct labour, the
initial estimate, where relevant, of the costs of dismantling
and removing the items and restoring the site on which they
are located, and an appropriate proportion of production
overheads and borrowing costs (see note 1(w)).

Gains or losses arising from the retirement or disposal of
an item of property, plant and equipment are determined
as the difference between the net disposal proceeds and
the carrying amount of the item and are recognised in profit
or loss on the date of retirement or disposal. Any related
revaluation surplus is transferred from the revaluation
reserve to retained profits and is not reclassified to profit or
loss.

Depreciation is calculated to write off the cost or valuation of
items of property, plant and equipment, less their estimated
residual value, if any, using the straight line method over
their estimated useful lives as follows:

Freehold land is not depreciated.

- Buildings situated on freehold land are depreciated
over their estimated useful life, being no more than 50
years after the date of completion.

- Leasehold land classified as held under finance
leases is depreciated over the unexpired term of

lease.

96 Hengdeli Holdings Limited Annual Report 2020

1 BEESEE 2

(9) REW=E (&)
MARBEALLEHEREDERAURRES
WAR/ IREREE  FHEESSRERY
EEENBHARIMEREY X -

(hy % - BERRE
WME - BEEREBERARBRATERRERS
18 (B2 RMEK)) I8k -

ME BELREFERZRBZAAREY
o BEREESN  NIFHE (W) FE &R
BERBRBANZERB AEMIREREZK
KN REELH 2 EEMERAREEXE (F
2R MEE1(W))

WE BEMRRBEEREIHEEE 2 KE
FERRLEMSRAFREEHREECE
B YRHERHEE ANBRER - EA8
REGASHEGHEBRERBEEMNM TS

E¥oEEED -

FEDRBEARZREGFAIEAFHRFTE -
A sEY R - BE R mE B 2 AR SEE Ofl
EEMEHRRERE (0E))  ZamT -

- AT GINE -
- IR AERE L2 B FIRE G A E
REHIE - RTZR K B RR505 -

- DHEBREMECHE L R HAE
HIPTE -



1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h) Property, plant and equipment (Continued)

- Buildings situated on leasehold land are depreciated
over the shorter of the unexpired term of lease and
their estimated useful lives, being no more than 50
years after the date of completion.

- Leasehold improvements 1 -5 years

- Motor vehicles 5 - 10 years

= Office equipment and other fixed assets 3 — 10 years

Where parts of an item of property, plant and equipment
have different useful lives, the cost or valuation of the item is
allocated on a reasonable basis between the parts and each
part is depreciated separately. Both the useful life of an
asset and its residual value, if any, are reviewed annually.

(i) Intangible assets (other than goodwill)

Expenditure on research activities is recognised as an
expense in the period in which it is incurred. Expenditure
on development activities is capitalised if the product or
process is technically and commercially feasible and the
Group has sufficient resources and the intention to complete
development. The expenditure capitalised includes the costs
of materials, direct labour, and an appropriate proportion of
overheads and borrowing costs, where applicable (see note
1(w)). Capitalised development costs are stated at cost less
accumulated amortisation and impairment losses (see note
1(k)(ii)). Other development expenditure is recognised as an
expense in the period in which it is incurred.

Other intangible assets that are acquired by the Group are
stated at cost less accumulated amortisation (where the
estimated useful life is finite) and impairment losses (see
note 1(k)(ii)).
and brands is recognised as an expense in the period in

Expenditure on internally generated goodwill

which it is incurred.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Intangible assets (other than goodwill)
(Continued)

Amortisation of intangible assets with finite useful lives is
charged to profit or loss on a straight-line basis over the
assets’ estimated useful lives. The following intangible
assets with finite useful lives are amortised from the date
they are available for use and their estimated useful lives
are as follows:

- Software licenses 5-10 years
Both the period and method of amortisation are reviewed
annually.

Intangible assets are not amortised while their useful lives
are assessed to be indefinite. Any conclusion that the useful
life of an intangible asset is indefinite is reviewed annually
to determine whether events and circumstances continue to
support the indefinite useful life assessment for that asset.
If they do not, the change in the useful life assessment
from indefinite to finite is accounted for prospectively from
the date of change and in accordance with the policy for
amortisation of intangible assets with finite lives as set out
above.

() Leased assets

At inception of a contract, the Group assesses whether the
contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for
consideration. Control is conveyed where the customer has
both the right to direct the use of the identified asset and
to obtain substantially all of the economic benefits from that
use.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(j) Leased assets (Continued)
(i) As a lessee

Where the contract contains lease component(s) and non-
lease component(s), the Group has elected not to separate
non-lease components and accounts for each lease
component and any associated non-lease components as a
single lease component for all leases.

At the lease commencement date, the Group recognises
a right-of-use asset and a lease liability, except for short-
term leases that have a lease term of 12 months or less and
leases of low-value assets which, for the Group are primarily
properties leased for own use which expiry within one year.
When the Group enters into a lease in respect of a low-value
asset, the group decides whether to capitalise the lease on
a lease-by-lease basis. The lease payments associated with
those leases which are not capitalised are recognised as an
expense on a systematic basis over the lease term.

Where the lease is capitalised, the lease liability is initially
recognised at the present value of the lease payments
payable over the lease term, discounted using the interest
rate implicit in the lease or, if that rate cannot be readily
determined, using a relevant incremental borrowing rate.
After initial recognition, the lease liability is measured at
amortised cost and interest expense is calculated using
the effective interest method. Variable lease payments that
do not depend on an index or rate are not included in the
measurement of the lease liability and hence are charged
to profit or loss in the accounting period in which they are
incurred.

The right-of-use asset recognised when a lease is capitalised
is initially measured at cost, which comprises the initial
amount of the lease liability plus any lease payments made
at or before the commencement date, and any initial direct
costs incurred. Where applicable, the cost of the right-of-
use assets also includes an estimate of costs to dismantle
and remove the underlying asset or to restore the underlying
asset or the site on which it is located, discounted to their
present value, less any lease incentives received. The right-
of-use asset is subsequently stated at cost less accumulated
depreciation and impairment losses (see notes 1(h) and 1(k)

(ii)).
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

() Leased assets (Continued)
(i) As a lessee (Continued)

The lease liability is remeasured when there is a change
in future lease payments arising from a change in an
index or rate, or there is a change in the Group’s estimate
of the amount expected to be payable under a residual
value guarantee, or there is a change arising from the
reassessment of whether the Group will be reasonably
certain to exercise a purchase, extension or termination
option. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount
of the right-of-use asset, or is recorded in profit or loss if the
carrying amount of the right-of-use asset has been reduced
to zero.

The lease liability is also remeasured when there is a
change in the scope of a lease or the consideration for a
lease that is not originally provided for in the lease contract
(“lease modification”) that is not accounted for as a separate
lease. In this case the lease liability is remeasured based on
the revised lease payments and lease term using a revised
discount rate at the effective date of the modification. The
only exceptions are any rent concessions which arose as a
direct consequence of the COVID-19 pandemic and which
satisfied the conditions set out in paragraph 46B of HKFRS
16 Leases. In such cases, the group took advantage of the
practical expedient set out in paragraph 46A of HKFRS 16
and recognised the change in consideration as if it were not
a lease modification.

In the consolidated statement of financial position, the
current portion of long-term lease liabilities is determined as
the present value of contractual payments that are due to be
settled within twelve months after the reporting period.

The Group presents right-of-use assets that do not meet
the definition of investment property in ‘property, plant and
equipment’ and presents lease liabilities separately in the
statement of financial position.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(j) Leased assets (Continued)
(i) As a lessee (Continued)

In the comparative period, as a lessee the Group
classified leases as finance leases if the leases transferred
substantially all the risks and rewards of ownership to the
Group. Leases which did not transfer substantially all the
risks and rewards of ownership to the Group were classified
as operating leases, with the following exceptions:

- property held under operating leases that would
otherwise meet the definition of an investment
property was classified as investment property on
a property-by-property basis and, if classified as
investment property, was accounted for as if held
under a finance lease; and

- land held for own use under an operating lease, the
fair value of which could not be measured separately
from the fair value of a building situated thereon at the
inception of the lease, was accounted for as being
held under a finance lease, unless the building was
also clearly held under an operating lease. For these
purposes, the inception of the lease was the time that
the lease was first entered into by the group, or taken
over from the previous lessee.

Where the Group acquired the use of assets under finance
leases, the amounts representing the fair value of the leased
asset, or, if lower, the present value of the minimum lease
payments, of such assets were recognised as property,
plant and equipment and the corresponding liabilities, net
of finance charges, were recorded as obligations under
finance leases. Depreciation was provided at rates which
wrote off the cost or valuation of the assets over the term of
the relevant lease or, where it was likely the Group would
obtain ownership of the asset, the life of the asset, as set
out in note 1(h). Impairment losses were accounted for in
accordance with the accounting policy as set out in note
1(k). Finance charges implicit in the lease payments were
charged to profit or loss over the period of the leases so
as to produce an approximately constant periodic rate of
charge on the remaining balance of the obligations for each
accounting period. Contingent rentals were charged to profit
or loss in the accounting period in which they were incurred.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

() Leased assets (Continued)
(i) As a lessee (Continued)

Where the Group had the use of assets held under operating
leases, payments made under the leases were charged
to profit or loss in equal instalments over the accounting
periods covered by the lease term, except where an
alternative basis was more representative of the pattern
of benefits to be derived from the leased asset. Lease
incentives received were recognised in profit or loss as an
integral part of the aggregate net lease payments made.
Contingent rentals were charged to profit or loss in the
accounting period in which they were incurred.

(ii) As a lessor

When the Group acts as a lessor, it determines at lease
inception whether each lease is a finance lease or an
operating lease. A lease is classified as a finance lease if it
transfers substantially all the risks and rewards incidental to
the ownership of an underlying assets to the lessee. If this is
not the case, the lease is classified as an operating lease.

When a contract contains lease and non-lease components,
the Group allocates the consideration in the contract to each
component on a relative stand-alone selling price basis.
The rental income from operating leases is recognised in
accordance with note 1(u)(iii).

When the Group is an intermediate lessor, the sub-leases
are classified as a finance lease or as an operating lease
with reference to the right-of-use asset arising from the head
lease. If the head lease is a short-term lease to which the
Group applies the exemption described in note 1(j)(i), then
the Group classifies the sub-lease as an operating lease.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k)  Credit losses and impairment of assets

(i) Credit losses from financial instruments, contract
assets and lease receivables

The Group recognises a loss allowance for expected credit
losses (ECLs) on the following items:

- financial assets measured at amortised cost
(including cash and cash equivalents and trade and
other receivables); and

- contract assets as defined in HKFRS 15 (see note

1(m)).

Other financial assets measured at fair value, including
units in bond funds, equity securities measured at FVPL,
equity securities designated at FVOCI (non-recycling)
and derivative financial assets, are not subject to the ECL
assessment.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses.
Credit losses are measured as the present value of all
expected cash shortfalls (i.e. the difference between the
cash flows due to the Group in accordance with the contract
and the cash flows that the Group expects to receive).

The expected cash shortfalls are discounted using the
following discount rates where the effect of discounting is
material:

- fixed-rate financial assets, trade and other receivables
and contract assets: effective interest rate determined
at initial recognition or an approximation thereof;

- variable-rate financial assets: current effective interest
rate;

- lease receivables: discount rate used in the

measurement of the lease receivable.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Credit losses and impairment of assets
(Continued)

(i) Credit losses from financial instruments, contract
assets and lease receivables (Continued)

Measurement of ECLs (Continued)

The maximum period considered when estimating ECLs is
the maximum contractual period over which the Group is
exposed to credit risk.

In measuring ECLs, the Group takes into account reasonable
and supportable information that is available without
undue cost or effort. This includes information about past
events, current conditions and forecasts of future economic
conditions.

ECLs are measured on either of the following bases:

- 12-month ECLs: these are losses that are expected
to result from possible default events within the 12
months after the reporting date; and

= lifetime ECLs: these are losses that are expected
to result from all possible default events over the
expected lives of the items to which the ECL model
applies.

Loss allowances for trade receivables, lease receivables and
contract assets are always measured at an amount equal to
lifetime ECLs. ECLs on these financial assets are estimated
using a provision matrix based on the Group’s historical
credit loss experience, adjusted for factors that are specific
to the debtors and an assessment of both the current and
forecast general economic conditions at the reporting date.

For all other financial instruments, the Group recognises a
loss allowance equal to 12-month ECLs unless there has
been a significant increase in credit risk of the financial
instrument since initial recognition, in which case the loss
allowance is measured at an amount equal to lifetime ECLs.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Credit losses and impairment of assets
(Continued)

(i) Credit losses from financial instruments, contract
assets and lease receivables (Continued)

Significant increases in credit risk

In assessing whether the credit risk of a financial instrument
has increased significantly since initial recognition, the
Group compares the risk of default occurring on the
financial instrument assessed at the reporting date with
that assessed at the date of initial recognition. In making
this reassessment, the Group considers that a default event
occurs when (i) the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse by the
Group to actions such as realising security (if any is held);
or (ii) the financial asset is 180 days past due. The Group
considers both quantitative and qualitative information that is
reasonable and supportable, including historical experience
and forward-looking information that is available without
undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly 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.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Credit losses and impairment of assets
(Continued)

(i) Credit losses from financial instruments, contract
assets and lease receivables (Continued)

Significant increases in credit risk (Continued)

Depending on the nature of the financial instruments,
the assessment of a significant increase in credit risk is
performed on either an individual basis or a collective basis.
When the assessment is performed on a collective basis, the
financial instruments are grouped based on shared credit
risk characteristics, such as past due status and credit risk
ratings.

ECLs are remeasured at each reporting date to reflect
changes in the financial instrument’s credit risk since
initial recognition. Any change in the ECL amount is
recognised as an impairment gain or loss in profit or loss.
The Group recognises an impairment gain or loss for all
financial instruments with a corresponding adjustment
to their carrying amount through a loss allowance
account, except for investments in debt securities that
are measured at FVOCI (recycling), for which the loss
allowance is recognised in other comprehensive income and

accumulated in the fair value reserve (recycling).

Basis of calculation of interest income

Interest income recognised in accordance with note 1(u)(v)
is calculated based on the gross carrying amount of the
financial asset unless the financial asset is credit-impaired,
in which case interest income is calculated based on the
amortised cost (i.e. the gross carrying amount less loss
allowance) of the financial asset.

At each reporting date, the Group assesses whether a
financial asset is credit-impaired. A financial asset is credit-
impaired when one or more events that have a detrimental
impact on the estimated future cash flows of the financial
asset have occurred.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Credit losses and impairment of assets
(Continued)

(i) Credit losses from financial instruments, contract
assets and lease receivables (Continued)

Basis of calculation of interest income (Continued)

Evidence that a financial asset is credit-impaired includes
the following observable events:

- significant financial difficulties of the debtor;

- a breach of contract, such as a default or delinquency
in interest or principal payments;

- it becoming probable that the borrower will enter into
bankruptcy or other financial reorganisation;

- significant changes in the technological, market,
economic or legal environment that have an adverse
effect on the debtor; or

- the disappearance of an active market for a security
because of financial difficulties of the issuer.

Wirite-off policy

The gross carrying amount of a financial asset, lease
receivable or contract 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.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Credit losses and impairment of assets
(Continued)
(iif) Impairment of other non-current assets

Internal and external sources of information are reviewed at
the end of each reporting period to identify indications that
the following assets may be impaired or, except in the case
of goodwill, an impairment loss previously recognised no
longer exists or may have decreased:

- investment property;

- property, plant and equipment (other than properties
carried at revalued amounts);

- intangible assets;
- goodwill; and

- investments in subsidiaries in the Company’s
statement of financial position.

If any such indication exists, the asset’s recoverable amount
is estimated. In addition, for goodwill, intangible assets that
are not yet available for use and intangible assets that have
indefinite useful lives, the recoverable amount is estimated
annually whether or not there is any indication of impairment.

- Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its fair value less costs of disposal and value in
use. In assessing value in use, the estimated future
cash flows are discounted to their present value
using a pre-tax discount rate that reflects current
market assessments of the time value of money and
the risks specific to the asset. Where an asset does
not generate cash inflows largely independent of
those from other assets, the recoverable amount
is determined for the smallest group of assets that
generates cash inflows independently (i.e. a cash-
generating unit).
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Credit losses and impairment of assets
(Continued)
Impairment of other non-current assets (Continued)

Recognition of impairment losses

An impairment loss is recognised in profit or loss if the
carrying amount of an asset, or the cash-generating
unit to which it belongs, exceeds its recoverable
amount. Impairment losses recognised in respect of
cash-generating units are allocated first to reduce
the carrying amount of any goodwill allocated to the
cash-generating unit (or group of units) and then, to
reduce the carrying amount of the other assets in the
unit (or group of units) on a pro rata basis, except
that the carrying value of an asset will not be reduced
below its individual fair value less costs of disposal (if
measurable), or value in use (if determinable).

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the recoverable amount. An impairment loss in
respect of goodwill is not reversed.

A reversal of an impairment loss is limited to the
asset’'s carrying amount that would have been
determined had no impairment loss been recognised
in prior years. Reversals of impairment losses are
credited to profit or loss in the year in which the
reversals are recognised.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Credit losses and impairment of assets
(Continued)

(iiiy  Interim financial reporting and impairment

Under the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited, the Group is
required to prepare an interim financial report in compliance
with HKAS 34, Interim financial reporting, in respect of the
first six months of the financial year. At the end of the interim
period, the Group applies the same impairment testing,
recognition, and reversal criteria as it would at the end of
the financial year (see notes 1(k)(i) and 1(k)(ii)).

Impairment losses recognised in an interim period in respect
of goodwill carried at cost are not reversed in a subsequent
period. This is the case even if no loss, or a smaller loss,
would have been recognised had the impairment been
assessed only at the end of the financial year to which the
interim period relates.

(h Inventories and other contract costs
(i) Inventories

Inventories are assets which are held for sale in the ordinary
course of business, in the process of production for such
sale or in the form of materials or supplies to be consumed
in the production process or in the rendering of services.

Inventories are carried at the lower of cost and net realisable
value as follows:

Cost is calculated using the weighted average cost formula
and comprises all costs of purchase, costs of conversion
and other costs incurred in bringing the inventories to their
present location and condition.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the
sale.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(N Inventories and other contract costs (Continued)
(i) Inventories (Continued)

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in
which the related revenue is recognised.

The amount of any write-down of inventories to net realisable
value and all losses of inventories are recognised as an
expense in the period the write-down or loss occurs. The
amount of any reversal of any write-down of inventories
is recognised as a reduction in the amount of inventories
recognised as an expense in the period in which the reversal
occurs.

The fair value of inventories acquired in a business
combination is determined based on their estimated selling
price in the ordinary course of business less the estimated
costs of sale, and a reasonable profit margin based on the
effort required to complete and sell the inventories.

(ii) Other contract costs

Other contract costs are either the incremental costs of
obtaining a contract with a customer or the costs to fulfil
a contract with a customer which are not capitalised as
inventory (see note 1(l)(i)), property, plant and equipment
(see note 1(h)) or intangible assets (see note 1(i)).

Incremental costs of obtaining a contract are those costs
that the Group incurs to obtain a contract with a customer
that it would not have incurred if the contract had not been
obtained e.g. an incremental sales commission. Incremental
costs of obtaining a contract are capitalised when incurred
if the costs relate to revenue which will be recognised in a
future reporting period and the costs are expected to be
recovered. Other costs of obtaining a contract are expensed
when incurred.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

N Inventories and other contract costs (Continued)
(i) Other contract costs (Continued)

Costs to fulfil a contract are capitalised if the costs relate
directly to an existing contract or to a specifically identifiable
anticipated contract; generate or enhance resources that will
be used to provide goods or services in the future; and are
expected to be recovered. Costs that relate directly to an
existing contract or to a specifically identifiable anticipated
contract may include direct labour, direct materials,
allocations of costs, costs that are explicitly chargeable to
the customer and other costs that are incurred only because
the group entered into the contract (for example, payments
to sub-contractors). Other costs of fulfilling a contract,
which are not capitalised as inventory, property, plant and
equipment or intangible assets, are expensed as incurred.

Capitalised contract costs are stated at cost less
accumulated amortisation and impairment losses.
Impairment losses are recognised to the extent that the
carrying amount of the contract cost asset exceeds the
net of (i) remaining amount of consideration that the group
expects to receive in exchange for the goods or services to
which the asset relates, less (ii) any costs that relate directly
to providing those goods or services that have not yet been
recognised as expenses.

Amortisation of capitalised contract costs is charged to
profit or loss when the revenue to which the asset relates is
recognised. The accounting policy for revenue recognition is
set out in note 1(u).
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(m) Contract assets and contract liabilities

A contract asset is recognised when the Group recognises
revenue (see note 1(u)) before being unconditionally entitled
to the consideration under the payment terms set out in the
contract. Contract assets are assessed for expected credit
losses (ECL) in accordance with the policy set out in note
1(k)(i) and are reclassified to receivables when the right to

the consideration has become unconditional (see note 1(n)).

A contract liability is recognised when the customer pays
consideration before the Group recognises the related
revenue (see note 1(u)). A contract liability would also be
recognised if the Group has an unconditional right to receive
consideration before the Group recognises the related
revenue. In such cases, a corresponding receivable would
also be recognised (see note 1(n)).

For a single contract with the customer, either a net contract
asset or a net contract liability is presented. For multiple
contracts, contract assets and contract liabilities of unrelated
contracts are not presented on a net basis.

When the contract includes a significant financing
component, the contract balance includes interest accrued
under the effective interest method (see note 1(u)(v)).

(n) Trade and other receivables

A receivable is recognised when the Group has an
unconditional right to receive consideration. A right to
receive consideration is unconditional if only the passage of
time is required before payment of that consideration is due.
If revenue has been recognised before the Group has an
unconditional right to receive consideration, the amount is
presented as a contract asset (see note 1(m)).

Receivables are stated at amortised cost using the effective
interest method less allowance for credit losses (see note

1(K)(0).-
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o) Interest-bearing borrowings

Interest-bearing borrowings are measured initially at
fair value less transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at
amortised cost using the effective interest method. Interest
expense is recognised in accordance with the Group’s
accounting policy for borrowing costs (see note 1(w)).

(p) Trade and other payables

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

(q) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value,
having been within three months of maturity at acquisition.
Bank overdrafts that are repayable on demand and form
an integral part of the Group’s cash management are also
included as a component of cash and cash equivalents for
the purpose of the consolidated cash flow statement. Cash
and cash equivalents are assessed for expected credit
losses (ECL) in accordance with the policy set out in note

1(k)(0).-
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r)y Employee benefits

(i) Short-term employee benefits and contributions to
defined contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions
to defined contribution retirement plans and the cost of
non-monetary benefits are accrued in the year in which the
associated services are rendered by employees. Where
payment or settlement is deferred and the effect would be
material, these amounts are stated at their present values.

(i) Share-based payments

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in a capital reserve within equity. The fair value is
measured at grant date using the binomial lattice model,
taking into account the terms and conditions upon which the
options were granted. Where the employees have to meet
vesting conditions before becoming unconditionally entitled
to the options, the total estimated fair value of the options
is spread over the vesting period, taking into account the
probability that the options will vest.

During the vesting period, the number of share options that
is expected to vest is reviewed. Any resulting adjustment
to the cumulative fair value recognised in prior years is
charged/credited to the profit or loss for the year of the
review, unless the original employee expenses qualify for
recognition as an asset, with a corresponding adjustment to
the capital reserve. On vesting date, the amount recognised
as an expense is adjusted to reflect the actual number of
options that vest (with a corresponding adjustment to the
capital reserve) except where forfeiture is only due to not
achieving vesting conditions that relate to the market price
of the Company’s shares. The equity amount is recognised
in the capital reserve until either the option is exercised
(when it is transferred to the share premium account) or
the option expires (when it is released directly to retained
profits).
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r) Employee benefits (Continued)
(iii) ~ Share award scheme

The fair value of the employee services received in
exchange for the grant of shares is recognised as staff costs
in profit or loss with a corresponding increase in capital
reserve, which is measured based on the grant date share
price of the Company.

(iv)  Termination benefits

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

(s) Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities are
recognised in profit or loss except to the extent that they
relate to items recognised in other comprehensive income or
directly in equity, in which case the relevant amounts of tax
are recognised in other comprehensive income or directly in
equity, respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantively
enacted at the end of the reporting period, and any
adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax
bases. Deferred tax assets also arise from unused tax losses
and unused tax credits.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s) Income tax (Continued)

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised. Future
taxable profits that may support the recognition of deferred
tax assets arising from deductible temporary differences
include those that will arise from the reversal of existing
taxable temporary differences, provided those differences
relate to the same taxation authority and the same taxable
entity, and are expected to reverse either in the same
period as the expected reversal of the deductible temporary
difference or in periods into which a tax loss arising from the
deferred tax asset can be carried back or forward. The same
criteria are adopted when determining whether existing
taxable temporary differences support the recognition of
deferred tax assets arising from unused tax losses and
credits, that is, those differences are taken into account
if they relate to the same taxation authority and the same
taxable entity, and are expected to reverse in a period, or
periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes, the
initial recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part
of a business combination), and temporary differences
relating to investments in subsidiaries to the extent that,
in the case of taxable differences, the Group controls the
timing of the reversal and it is probable that the differences
will not reverse in the foreseeable future, or in the case of
deductible differences, unless it is probable that they will
reverse in the future.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s) Income tax (Continued)

Where investment properties are carried at their fair value in
accordance with the accounting policy set out in note 1(g),
the amount of deferred tax recognised is measured using
the tax rates that would apply on sale of those assets at
their carrying value at the reporting date unless the property
is depreciable and is held within a business model whose
objective is to consume substantially all of the economic
benefits embodied in the property over time, rather than
through sale. In all other cases, the amount of deferred tax
recognised is measured based on the expected manner of
realisation or settlement of the carrying amount of the assets
and liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred tax
assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed
at the end of each reporting period and is reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the extent that
it becomes probable that sufficient taxable profits will be
available.

Additional income taxes that arise from the distribution

of dividends are recognised when the liability to pay the
related dividends is recognised.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s) Income tax (Continued)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against
deferred tax liabilities, if the Company or the Group has the
legally enforceable right to set off current tax assets against
current tax liabilities and the following additional conditions
are met:

= in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously; or

- in the case of deferred tax assets and liabilities,
if they relate to income taxes levied by the same
taxation authority on either:

- the same taxable entity; or

- different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be
settled or recovered, intend to realise the
current tax assets and settle the current tax
liabilities on a net basis or realise and settle
simultaneously.

NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

1 BEESHBE &)

(s) FRE®i (&)

AR BEHRREERALEHR I EEESHE D
FE2% - BET&TURIEHE - MAQRBHAEE
BERIENITZREMURNITIA G EEHAH
BIREEY A A THH GRS AIAHRIEE
EEARRBEAE UREEHBEEERRET
MIRRER 2RI B AREH

- HEBAMRAEERAE  ARBHAN
SHEHSEFREELER  AAKER
HZEENBEZRAE

- HEBELHEEERRE RFEER
BENBER —HEEBERIATEFR—
AR ZFEHRER

N Fl—ERMEE 3L

- TRERRER  MZE
FEF IR & (& 3 AT A U (3] KRR AR AE
MIBEEZHE  RFBELEY
BAMRIAEEMBERARRIEA

BE AKERZEEMBE
ZBafE-

FRAERA RAT R REER 19



NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(t)y Provisions and contingent liabilities
(i) Provisions and contingent liabilities

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

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

(i) Onerous contracts

An onerous contract exists when the Group has a contract
under which the unavoidable costs of meeting the
obligations under the contract exceed the economic benefits
expected to be received from the contract. Provisions for
onerous contracts are measured at the present value of the
lower of the expected cost of terminating the contract and
the net cost of continuing with the contract.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(t) Provisions and contingent liabilities (Continued)

(i) Contingent liabilities assumed in business
combinations

Contingent liabilities assumed in a business combination
which are present obligations at the date of acquisition
are initially recognised at fair value, provided the fair value
can be reliably measured. After their initial recognition at
fair value, such contingent liabilities are recognised at the
higher of the amount initially recognised,
amortisation where appropriate, and the amount that would

less accumulated
be determined in accordance with note 1(t)(i). Contingent
liabilities assumed in a business combination that cannot
be reliably fair valued or were not present obligations at the
date of acquisition are disclosed in accordance with note

1(0)(0).

(u) Revenue and other income

Income is classified by the Group as revenue when it arises
from the sale of goods, the provision of services or the use
by others of the Group’s assets under leases in the ordinary
course of the Group’s business.

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

is after deduction of any trade discounts.

Further details of the Group’s revenue and other income
recognition policies are as follows:

(i) Sale of watches, jewellery and related accessories

Revenue is recognised when goods are handed over to
individual customers at retail outlets or delivered at the
warehouse or corporate customers’ premises which is taken
to be the point in time when the customer has obtained the
control over the goods. Revenue excludes value-added tax
or other sales taxes.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(u) Revenue and other income (Continued)
(ii) Provision of shop design and decoration service

Revenue is recognised progressively over time using cost-
to-cost method, i.e., based on the proportion of actual costs
incurred relative to the estimated total costs. The contract
asset (either partially or in full) is reclassified to receivables
when the entitlement to payment for that amount has
become unconditional.

(iiiy  Rental income from operating leases

Rental income receivable under operating leases is
recognised in profit or loss in equal instalments over
the periods covered by the lease term, except where an
alternative basis is more representative of the pattern of
benefits to be derived from the use of the leased asset.
Lease incentives granted are recognised in profit or loss
as an integral part of the aggregate net lease payments
receivable. Contingent rentals are recognised as income in
the accounting period in which they are earned.

(iv)  Dividends
- Dividend income from unlisted investments is

recognised when the shareholder’s right to receive
payment is established.

- Dividend listed
recognised when the share price of the investment

income from investments is

goes ex-dividend.

(v) Interest income

Interest income is recognised as it accrues using the
effective interest method. For financial assets measured
at amortised cost or FVOCI (recycling) that are not credit-
impaired, the effective interest rate is applied to the gross
carrying amount of the asset. For credit-impaired financial
assets, the effective interest rate is applied to the amortised
cost (i.e. gross carrying amount net of loss allowance) of the
asset (see note 1(k)(i)).
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(u) Revenue and other income (Continued)
(vi)  Government grants

Government grants are recognised in the statement of
financial position initially when there is reasonable assurance
that they will be received and that the Group will comply with
the conditions attaching to them. Grants that compensate
the Group for expenses incurred are recognised as income
in profit or loss on a systematic basis in the same periods in
which the expenses are incurred. Grants that compensate
the Group for the cost of an asset are deducted from
the carrying amount of the asset and consequently are
effectively recognised in profit or loss over the useful life of
the asset by way of reduced depreciation expense.

(v) Translation of foreign currencies

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates
ruling at the end of the reporting period.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates. The transaction date is the date on which the
company initially recognises such non-monetary assets or
liabilities. Non-monetary assets and liabilities denominated in
foreign currencies that are stated at fair value are translated
using the foreign exchange rates ruling at the dates the fair
value was measured.
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S 25 A P

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(v) Translation of foreign currencies (Continued)

The results of foreign operations are translated into Renminbi
(“RMB”) at the exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions.
Statement of financial position items, including goodwill
arising on consolidation of foreign operations acquired
on or after 1 January 2005, are translated into RMB at the
closing foreign exchange rates at the end of the reporting
period. The resulting exchange differences are recognised
in other comprehensive income and accumulated separately
in equity in the exchange reserve. Goodwill arising on
consolidation of a foreign operation acquired before 1
January 2005 is translated at the foreign exchange rate that
applied at the date of acquisition of the foreign operation.

On disposal of a foreign operation, the cumulative amount of
the exchange differences relating to that foreign operation
is reclassified from equity to profit or loss when the profit or
loss on disposal is recognised.

(w) Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready
for its intended use or sale, are capitalised as part of the
cost of that asset. Other borrowing costs are expensed in
the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of
a qualifying asset commences when expenditure for the
asset is being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset for
its intended use or sale are in progress. Capitalisation of
borrowing costs is suspended or ceases when substantially
all the activities necessary to prepare the qualifying asset
for its intended use or sale are interrupted or complete.
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(i)

(iii)

(iif)

(iv)

(vi)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Related parties

A person, or a close member of that person’s family,
is related to the Group if that person:

has control or joint control over the Group;

has significant influence over the Group; or

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

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

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).

One entity is an associate or joint venture of the other
entity (or an associate or joint venture of a member of
a Group of which the other entity is a member).

Both entities are joint ventures of the same third party.

One entity is a joint venture of a third entity and the
other entity is an associate of the third entity.

The entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group.

The entity is controlled or jointly controlled by a
person identified in (a).
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(x) Related parties (Continued)

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

(vii) A person identified in (a)(i) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).
(viii) The entity, or any member of a company of which it is
a part, provides key management personnel services
to the Group or to the Group’s parent.

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.

(y) Segment reporting

Operating segments, and the amounts of each segment item
reported in the financial statements, are identified from the
financial information provided regularly to the Group’s most
senior executive management for the purposes of allocating
resources to, and assessing the performance of, the Group’s
various lines of business and geographical locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of production
processes, the type or class of customers, the methods used
to distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if
they share a majority of these criteria.
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2 ACCOUNTING JUDGEMENT AND
ESTIMATES

Notes 13, 16, 17, 24 and 29 contain information about the
assumptions and their risk factors relating to impairment
of goodwill, net realisable value of inventories, impairment
of trade and other receivables, fair value of share options
granted and fair value of financial instruments. Other key
source of estimation uncertainty is as follows:

(i) Impairment of non-current assets

If circumstances indicate that the carrying value of a non-
current asset may not be recoverable, the asset may be
considered impaired, and an impairment loss may be
recognised in profit or loss. The carrying amounts of non-
current assets are reviewed periodically in order to assess
whether the recoverable amounts have declined below the
carrying amounts. These assets are tested for impairment
whenever events or changes in circumstances indicate that
their recorded carrying amounts may not be recoverable,
except for goodwill which is tested on an annual basis.
When such a decline has occurred, the carrying amount is
reduced to the recoverable amount.

In considering the impairment losses that may be required
for certain of the Group’s assets which include property,
plant and equipment (including right-of-use assets) and
goodwill, recoverable amount of the asset needs to be
determined. The recoverable amount is the greater of the fair
value less costs to sell and the value in use. It is difficult to
precisely estimate fair value less costs of disposal because
quoted market prices for the Group’s assets are not readily
available. In determining the value in use, expected cash
flows generated by the asset are discounted to their present
value, which requires significant judgement relating to items
such as level of sale volume, selling price and amount
of operating costs. The Group uses all readily available
information in determining an amount that is reasonable
approximation of recoverable amount, including estimates
based on reasonable and supportable assumptions and
projections of items such as sales volume, selling price
and amount of operating costs. Changes in these estimates
could have a significant impact on the carrying value of the
assets and could result in additional impairment charge or,
except for goodwill, reversal of impairment in future periods.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

2 ACCOUNTING JUDGEMENT AND
ESTIMATES (Continued)

(ii)  Net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs of completion and selling expense. These estimates
are based on the current market condition and the historical
experience of selling products of similar nature. It could
change significantly as a result of changes in customer
taste and competitor actions. The Group will reassess the
estimates by the end of each reporting period.

3 REVENUE AND SEGMENT REPORTING

(a) Revenue

The principal activities of the Group are retail and trading
of watches and jewellery with comprehensive related
customer services and maintenance, manufacturing of watch
accessories, and provision of shop design and decoration
service.

Turnover represents the sales value of goods sold to
customers, net of value added tax and deduction of any
sales discounts and returns.

The Group’s customer base is diversified and at the end
of reporting period 21% and 37% of the Group’s revenue
come from the largest customer and top five customers
respectively.
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3 REVENUE AND SEGMENT REPORTING 3
(Continued)
(a) Revenue (Continued) (a)

Further details regarding the Group’s principal activities are

disclosed in note 3(b).

(i)

Disaggregation of revenue

Disaggregation of revenue from contracts with customers by

(i)

WARDEBRE ()

WA &)

RERE = B 2 HE— PR

L'ON i)

=3
B

PAHEE3(b) K EE o

BRIBERAMRBREDZ2EFPANKRAAD

major products or service lines is as follows: LU
2020 2019
g e 32 —E-NEF
RMB’000 RMB’000
AREET T ARETTT
Revenue from contracts with customers REZFEHZWA
within the scope of HKFRS 15 (BRI HREER
FE155EER)
Disaggregated by major products or X EEMIRBRED
service lines
— Revenue from sales of watches and —RBEHEFEE
jewellery HRE WA 677,167 1,678,209
— Revenue from manufacturing of — REEEFERREE
watches accessories EmZ A 259,621 376,598
— Revenue from provision of shop design — R R
and decoration service REAERBE 2 WA 168,427 211,943
— Revenue from other business — KRB HMEB WA 114,641 150,431
1,219,856 2,417,181
Revenue from other sources H b FRRUA
Gross rentals from investment properties kEREMEZHE
BN 2,714 2,640
1,222,570 2,419,821

Revenue from provision of shop design and decoration
service is recognised progressively over time.

Disaggregation of revenue from contracts with customers by
geographic markets is disclosed in note 3(b)(iii).
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S 25 A P

3 REVENUE AND SEGMENT REPORTING
(Continued)

(a) Revenue (Continued)

(i) Revenue expected to be recognised in the future
arising from contracts with customers in existence at
the reporting date

The Group has applied the practical expedient in paragraph
121 of HKFRS 15 to its sales contracts for shop design and
decoration service as the remaining performance obligations
of the contracts had an original expected duration of one
year or less.

(b) Segment reporting

The Group manages its businesses by divisions, which are
organised by a mixture of both business lines (products and
services) and geography (mainly in Hong Kong, Taiwan,
Malaysia and PRC).

The Group has identified the following reportable segments:
— Retail and trading - Retail and trading of watches and

jewellery business;

— Industrial group — Manufacturing of watch accessories

and shop design and decoration
services business.

During the year, the Group has sold and closed certain retail
stores of the watches and jewellery business. Therefore, the
manufacturing of the watch accessories and shop design
and decoration services business have became more
significant in current year and this segment is separately
reported with the comparative figures restated accordingly.

In a manner consistent with the way in which information
is reported internally to the Group’s most senior executive
management for the purpose of resource allocation and
performance assessment, the Group’s retail and trading
business is separated into the two reportable segments on
a geographical and products and services basis, as the
divisional managers for each of these regions report directly
to the senior executive team. This segment primarily derive
their retail and trading revenue through their own trading
network. No operating segments have been aggregated to
form the reportable segments.

130 Hengdeli Holdings Limited Annual Report 2020

3 WARDEHE @)

(@) WA @)
(i) ELXREBESAMAGEEFMAIAON
WA - TSR B RER

AEBEREMR REERBOBEES LR
AEREMBREEF1HFE121ROAITHEE
T BAERMARNZHBTRAOEENRERS
RE—FxERE -

(b) DEBEE

AEEERLEER (EmERYE) Rzitg (£
EUREL A& BRADRFE) KZzD
BEEERT

AEEEHBATLEN -

-ZTERES - FTHREKRETERESER

-IXEE - FEREEERARERHRETR

KERBRS -

RAFE  AEECDHERBEAS T FERIK
BEBNTERE - At FEREEEZFUARE
BRAMKERBEBEAFEERSER B
RER 2| D MEEFH2FILBHBTF -

REMASERSETREEAEBRERD K
RERBFEZATREERN —BZ2HTA - KK
BrZERESEBEMRURERRRE S
SMEZHAE - RE/ZFHRZEDEE
BEOEERNSETRERKER ZO0BIEE
BEAGZESBEMELETERES K
A AEBLEBAHLENE - WEKZHD
B o

ok



3 REVENUE AND SEGMENT REPORTING
(Continued)

(b) Segment reporting (Continued)

(i) Segment results and assets

For the purposes of assessing segment performance and
allocating resources between segments, the Group’s senior
executive management monitors the profit or loss and assets
attributable to each reportable segment on the following
basis:

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by those
segments and the expenses incurred by those segments.
However, other than reporting inter-segment sales,
assistance provided by one segment to another, including
sharing of assets, is not measured.

The measure used for reporting segment profit is “gross
profit”.

Segment assets represent inventories only, without
eliminating the unrealised inter-segment profits.

Information regarding the Group’s reportable segments as
provided to the Group’s most senior executive management
for the purposes of resource allocation and assessment of
segment performance for the years ended 31 December
2020 and 2019 is set out below.
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Retail and Trading Indlustrial group Al others Total
ZERER I5%8 R fest
Hong Kong Taiwan/Malaysia PRC
o RE/ERRE hEl
2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
SRoRF _T0F CRCRE CTNF SRORE _T-0F CRSRE CTNF DRORE CEF
RMB'000  RMBOO0  RMB'000 RMB'000 RMB'000 RMBO0O RMB'000 RMB'000  RMB'000  RMBI0OO
ARRTR ARBTRL ARETR ARMTL ARBTR ARETR ARRTR ARBTR ARETR ARETRL
Revenue from external customers  REANTREZMA 501403 1461994 175764 216215 428,048 588541 114641 150431 1,219,856 2,417,181
Inter-segment revenue FHEHA - 30467 @ 34,692 656 72578 102,286 - - 107270 133409
Reportable segment revenue EFHPRA 501,403 1492461 ~ 210456 216871 ~ 500626 690827 ~ 114,641 150431 1,327126 2,550,590
Reportable segment gross 2RABE (B)/H
(loss)/profit (286,028) 217626 ~ 26536 43613 88,146 123158 23,123 6,107 = (148,223) 390,504
Reportable segment assets ERHHEE 450,751 1,020,649 174 167353 ~ 101821 121244 ~ 100,360 535 653,106 1,309,781
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3 REVENUE AND SEGMENT REPORTING
(Continued)

(b) Segment reporting (Continued)
(i) Segment results and assets (Continued)

The retail and trading segment in Hong Kong is mainly
engaged in the retail and trading of watch and jewellery
in Hong Kong. During the year ended 31 December 2020,
impairment losses of RMB11,561,000 was recognised to
reduce the carrying amount of the property, plant and
equipment allocated to this segment (see note 11).

The retail and trading segment in Taiwan/Malaysia is mainly
engaged in the retail and trading of watch and jewellery
in Taiwan region and Malaysia. During the year ended 31
December 2020, an impairment loss of RMB4,075,000 was
recognised to reduce the carrying amount of the property,
plant and equipment allocated to this segment (see note 11).

Results and assets of the segment below the quantitative

thresholds (“All others”) are mainly attributable to trading of
iron ore business.
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3 REVENUE AND SEGMENT REPORTING

(Continued)
(b) Segment reporting (Continued)

(ii) Reconciliations of reportable segment revenues, profit

or loss and assets
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3 WARDEEE @)

(b) DEFHE (&)
(i) EFHRI2WA - BEREEZHER

2020 2019
—EEF —T-NEF
RMB’000 RMB’000
ARBT T ARET T
Revenue ON
Revenue for reportable segments E;moBUA 1,212,485 2,400,159
Revenue for other segments H{th o ZBUR A 114,641 150,431
Elimination of inter-segment revenue i o EBEUA (107,270) (1383,409)
Consolidated revenue AU A 1,219,856 2,417,181
(Loss)/profit (E518) %A
Gross (loss)/profit for reportable segments 2P EFE (18) 7 (171,346) 384,397
Gross profit for other segments Hih D EEER 23,123 6,107
(148,223) 390,504
Other revenue H g A 47,796 47,493
Other net gain/(loss) Hwzs /(E518) F8 45,435 (338,066)
Distribution costs 7 SHR AR (135,781) (261,342)
Administrative expenses THER (156,073) (164,442)
Finance costs EUE AN (7,354) (11,189)
Consolidated loss before taxation rE R AEE (354,200) (337,042)
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3 REVENUE AND SEGMENT REPORTING 3 WARDH®RE &)
(Continued)
(b) Segment reporting (Continued) (b) DFHRE (&)

(i)  Reconciliations of reportable segment revenues, profit (i) SRS ZWWA - BEREE LR (&)
or loss and assets (Continued)

2020 2019
—EEF —E-NF
RMB’000 RMB’000
AREET T ARET T
Assets EE

Assets for reportable segments (inventories) Z2®|HOHBEE () 552,746 1,309,267
Assets for other segments (inventories) HithpHEE (8 100,360 514
Elimination of unrealised inter-segment profit % 4% 7% B3R 5 20 s i 7 = (23)
653,106 1,309,758

Trade, other receivables, prepayment EUE SRR - Ef
and deposits ;B - ENFRERES 537,129 437,596
Current tax recoverable ZK EA AT Yz (3] 77 78 235 2,192
Cash and cash equivalents WERHE2EEY 1,014,983 1,165,169
Deposits with banks SRITTERK 226,880 548,115
Investment properties B 134,057 137,738
Property, plant and equipment M BB NG 479,302 538,087
Intangible assets B EE 2,772 e
Goodwill [k 63,547 66,502
Other investments Hig & 516,398 400,184
Deferred tax assets RIETRIEE E 52 34,008
Consolidated total assets REBEE 3,628,461 4,641,068
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3 REVENUE AND SEGMENT REPORTING
(Continued)

(b) Segment reporting (Continued)

(iiiy)  Geographic information

The following table sets out information about the
geographical locations of (i) the Group’s revenue from
external customers and (ii) the Group’s investment
properties, property, plant and equipment, intangible assets,
goodwill, prepayment and deposits and other investments
(“specified non-current assets”). The geographical
locations of customers are based on the locations at which
the services were provided or the goods delivered. The
geographical locations of the specified non-current assets
are based on the physical locations of the assets, in the case
of property, plant and equipment, the locations of operations
to which they are allocated, in the case of intangible assets
and goodwill, and the locations of operations, in the case of
prepayment and deposits and other investments.

The Group’s businesses are mainly managed in three
principal economic environments, Mainland China, Hong
Kong and Taiwan/Malaysia.
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2020 2019
—E-EE —T—hF
RMB’000 RMB'000
ARET T AREET T
Revenue from external customers REIINBEE ZWA
Hong Kong BB 501,403 1,612,425
Mainland China PR SR A 4B 542,689 588,541
Taiwan/Malaysia &%/ BRADR 175,764 216,215
Total FEE 1,219,856 2,417,181
Specified non-current assets EEFRBERE
Hong Kong BB 591,430 536,144
Mainland China & A 3 478,085 508,858
Taiwan/Malaysia A&/ BRAED 99,056 120,566
Total FEE 1,168,571 1,165,568
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4 OTHER REVENUE AND OTHER NET GAIN/ 4 HttliAREMKE ~(FHE)
(LOSS) R

(a) Other revenue (a) HuugA
2020 2019
i TNV
RMB’000 RMB’000
ARET T ARETTT
Interest income FE WA 23,604 31,915
Dividend income from other investments *EHEMRE R EUA 8,839 7,309
Rental income from investment properties KEREMEZHS WA 2,714 2,640

Rental income from operating leases, other REHEEZHEWA -

than those relating to investment properties  ERi& & Y35 &R b 607 732
Government grants BT Bh 7,109 742
Others HAh 4,923 4,155
47,796 47,493

In 2020, the Group successfully applied for government
grants that mainly relate to funding support and wage
subsidy set up by the Chenzhou Government and the
Hong Kong SAR Government respectively. The purpose
of the funding support is to grant financial assistance to
commercial entities who invest into its technical development
district. Under the conditions of the wage subsidy, the Group
is required to retain its local employees even if business is

R_F_FTF  AEEXDEBEFHRAM - X
£ 8l #8)N T BRUT R BB 1 R AT BRI BT 0 )
RIUMEHEBMTEMREAR - EBEA N
BRMERRENERMAZERNEEERIEMH
MBURB - IRIBT EMR AR - BIEXEHX
AFERBRENTE  AERETAREHER
wiEs -

affected by the COVID-19 outbreak.

(b) Other net gain/(loss) (b) Hftz (BIR) FE8
Impairment of goodwill (note 13) RERE (H7F13) = (168,695)
Impairment of property, plant and M - BEREERE

equipment (note 11) (Biat11) (15,636) (172,157)
Net foreign exchange gain HNEE H Hall a FEE 22,815 3,254
Net loss on disposal of property, HEME - BE k&

plant and equipment Bi8F5 (3,929) (468)
Net loss on disposal of subsidiaries HEWBAREEFR (19,697) -
Rental concession THEER 17,691 =
Net realised gain on financial assets held BERSESmEE

for trading Wz 58 2,827 =
Net gain on lease modifications THEEF W F5E 40,583 =
Fair value gain on financial assets held for  EH{EXSHESRIEE

trading Z AR EWE 781 =

45,435 (338,066)
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5 LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging:

NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

5

BRBLATE 1R

BRIAEREHBRIATEBRSEE

2020 2019
—EC-EF —E-NEF
RMB’000 RMB’000
AREET T ARET T
(@)  Finance costs (@)  BESEA
Interest on bank loans RITERAE 3,830 4,819
Interest on lease liabilities HEAEF A 3,276 5,678
Bank charges RITER 248 692
7,354 11,189
(b)  Staff costs (b) BIMA
Salaries, wages and other benefits e TENMEMFZR 112,736 145,183
Contributions to defined contribution TE R FOR IRET B R
retirement plans 7,190 14,930
119,926 160,113
(c)  Otheritems (c) HfhiEE
Amortisation of intangible assets (note 12) M\ &AE# (H1:t12) 936 504
Depreciation e
— Investment properties and property, —REMERYE
plant and equipment %= K&t
(note 11) (Btet11) 35,296 36,091
— Right-of-use assets —EREEE
(note 11) (Hfa11) 33,439 101,251
Impairment losses of BIEEE
— Trade receivables — BB SR 2,407 156
— Other receivables — H U RIE (1,147) 1,505
— Goodwill — e - 168,695
— Property, plant and equipment — W BENEE 15,636 172,157
Expenses relating to short-term leases and A RAEHEE MIKEE
leases of low-value assets BEEMENRE 5,952 31,335
Variable lease payments not included in Rt AHEBBEEN
the measurement of lease liabilities AT E R 1,822 482
Auditors’ remuneration ZE R < 1,871 3,174
Cost of inventories* FER A 1,368,079 2,026,677
g Cost of inventories includes RMB81,680,000 (2019: # GEXRABIEHEE TRA: ERE

RMB85,646,000) relating to staff costs, depreciation and
amortisation expenses and operating lease charges,
which amounts are also included in the respective total
amounts disclosed separately above or in note 5(b) for

each type of expenses.

HRASTUREEHEEAEHENAR
#81,680,0007T (ZE—NLFE: AR
85,646,0007T) ' 2 & AT ABL SR
S EXEH () EBEENSES

L

TRFIERABRA T B BAEAER
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6 INCOME TAX IN THE CONSOLIDATED 6 ZEBBERZIEH
STATEMENT OF PROFIT OR LOSS

(a) Taxation in the consolidated statement of profit (a) #FREEZERAZFHIES
or loss represents:

2020 2019
e 5.2 —E-NEF
RMB’000 RMB’000
AREET T ARBTT
Current tax — Hong Kong Profits Tax ANEAFIIE — HEBRER
Provision for the year REE R = 3,596
Over-provision in respect of BEFERERE
prior years (6,624) (721)
(6,624) 2875
Current tax — Overseas REAFLIE — g oh
Provision for PRC Corporate Income REZHBIBERFH
Tax for the year B 5,887 9,620
Provision for Taiwan Income Tax for the year 7R E A EAMEHEG = 239
Under-provision in respect of prior years BEFERETR 30 150
5,917 10,009
Deferred tax IEFER IE
Origination and reversal of temporary TREEZEER
differences (note 25) Bm (HE2s5) 33031 (25,809)
Total FEE 32,324 (12,925)
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NOTES TO THE FINANCIAL STATEMENTS

6 INCOME TAX IN THE CONSOLIDATED 6
STATEMENT OF PROFIT OR LOSS

(Continued)

(b) Reconciliation between tax expense and (b)

L7

e sk

GREBRRZIEHR @)

BURBI X B ABEH H 2 Bt

accounting loss at applicable tax rates: SEEES R
2020 2019
—ECEF —T-hF
RMB’000 RMB’000
ARBT T ARBTIT

Loss before taxation BRA% AT E 1 (354,200) (337,042)
Notional tax on loss before taxation, FRELRISE 2

calculated at the rates applicable ZEHE KA

to profits in the jurisdictions concerned Glbz:d=div

EAREGTE (59,202) (51,719)

Tax effect of non-taxable income BASHBAZHIBRE (4,176) (4,531)
Tax effect of non-deductible expenses AR A S 2 FIB T 2 583 35,141
Over-provision in respect BEFERERE

of prior years (6,594) (571)
Reversal of deferred tax assets recognised @G [EHERIELERIB

in prior years BERD 32,539 =
Effect of tax losses not recognised WARER Z BIAEIR 2

2 69,174 8,755
Actual tax expense/(credit) BERHERY S (GER) 32,324 (12,925)
FHAERAERAT AR 139
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6 INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
(Continued)

(b) Reconciliation between tax expense and
accounting profit/(loss) at applicable tax rates:
(Continued)

Pursuant to the rules and regulations of the Cayman Islands,
the Company is exempt from income tax in the Cayman
Islands. In addition, subsidiaries located in jurisdictions
other than Hong Kong, Mainland China, Taiwan and Malaysia

are not subject to any income tax in these jurisdictions.

The provision for Hong Kong Profits Tax is calculated at
16.5% (2019: 16.5%) of the estimated assessable profits for
the year, except for one subsidiary of the Group which is a
qualifying corporation under the two-tiered Profits Tax rate
regime.

For this subsidiary, the first HKD2 million of assessable
profits are taxed at 8.25% and the remaining assessable
profits are taxed at 16.5%. The provision of the Hong Kong
Profits Tax for this subsidiary was calculated at the same
basis in 2019.

The applicable income tax rate of the Group’s Mainland
China subsidiaries is 25% (2019: 25%) for the year.

The provision for Taiwan Income Tax is calculated at 20%
(2019: 20%) of the estimated assessable profits for the year.

The provision for Malaysia Income Tax is calculated at 24%
(2019: 24%) of the estimated assessable profits for the year.
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7 DIRECTORS’ EMOLUMENTS

Directors’ emoluments disclosed pursuant to section 383(1)
of the Hong Kong Companies Ordinance and Part 2 of the

NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

7

Companies (Disclosure of Information about Benefits of T :

Directors) Regulation are as follows:

EEME

Salaries,
allowances,
share award

REBE(EB R RGRD) E383() RN AR (HE
EXZNNGZER) ROIF2BBECESTHE M

scheme  Contributions
Directors’ and other to retirement
fee benefits  benefit plans Total
e e
R tp R Bt & RIEA
E50E REf R BE L8 Azt
RMB’000 RMB’000 RMB’000 RMB’000
ARBT T ARBT T ARBTRT AR®TR
(note 23)
(ffzt23)
Year ended 31 December 2020 BE_B_Z2E
TZR=t—HLEE
Executive Directors HTES
Mr. Zhang Yuping R E 214 4,427 16 4,657
Mr. Huang Yonghua BKERAE 160 2,931 - 3,091
Mr. Lee Shu Chung Stan TR EE 160 1,942 16 2,118
Non-executive Directors FHITES
Mr. Shi Zhongyang FHETE 89 - - 89
Independent Non-executive Directors BV FHITES
Mr. Cai Jianmin BEEREREA 89 - - 89
Mr. Wong Kam Fai, William ERELAE 89 - - 89
Mr. Liu Xueling BB 89 - - 89
Total A5t 890 9,300 32 10,222
FRAERARAT R TRAEER
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7 DIRECTORS’ EMOLUMENTS (Continued)

7 EEME ®

Salaries,
allowances,
share award
scheme  Contributions
Directors’ and other to retirement
fee benefits*  benefit plans Total
e A
Rt 2B =T & RINER
ik R E A w5t ATEIR st
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT
(note 23)
(Hit23)
Year ended 31 December 2019 BZE-_E—hE
+ZA=+—-HLEFE
Executive Directors HITES
Mr. Zhang Yuping wIF A 212 8,093 16 8,321
Mr. Huang Yonghua BKERE 159 3,932 - 4,091
Mr. Lee Shu Chung Stan FRALE 159 7,016 16 7,191
Non-executive Directors FHITES
Mr. Shi Zhongyang LREBEE 88 e = 88
Independent Non-executive Directors BV FHITES
Mr. Cai Jianmin BEREE 88 = < 88
Mr. Wong Kam Fai, William ERBEE 88 - - 88
Mr. Liu Xueling BT L 88 - - 88
Total fBEr 882 19,041 32 19,955
g As disclosed in note 24(b), during the year ended 31 ¥ W F24(0) T EE - BE_T— N F+=

December 2019, the Company granted certain shares
to its directors under the share award scheme and the
corresponding expenses of RMB7,265,000 were included
in the salaries, allowances share award scheme and
other benefits.

Save as disclosed above, no directors’ remuneration
has been paid or is payable by the Group during the
years ended 31 December 2020 and 2019. There was no
arrangement under which a director waived or agreed
to waive any remuneration during the years ended 31
December 2020 and 2019.

During the years ended 31 December 2020 and 2019,
there were no amounts paid or payable by the Group to the
directors or any of the five highest paid individuals set out
in note 8 below as an inducement to join or upon joining the
Group or as compensation for loss of office.
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NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

8  INDIVIDUALS WITH HIGHEST 8 ‘EEHFAL

EMOLUMENTS
Of the five individuals with the highest emoluments, three FERZESTHMATHEE=%2 (2T —HLF : =
(2019: three) are directors whose emoluments are disclosed %) &%  HEMNHIAKE7THE - B TME

in note 7. The aggregate of the emoluments in respect of the —E-NE:WMB) AT HBAZERN T
other two (2019: two) individuals are as follows:

2020 2019
—EEF —T—NF
RMB’000 RMB’000

ARBFT ARETT

Salaries and other emoluments e REMMNES 3,701 5,705
Contributions to retirement benefit plans RIRFBEFFT 2R 32 32
Discretionary bonuses 1B TEAT — =

8,758 5,737

The emoluments of the two (2019: two) individuals, other #HAGZESMEZME (ZE—NE: ML) AT
than directors, with the highest emoluments are within the (ZZEKRIN) 2BENF T 5&EF -
following bands:

2020 2019

g e 32 —E-NF

Number of Number of

individuals individuals

Hong Kong Dollars (“HKD”) B ([Ex]) AE AE
1,500,001 — 2,000,000 1,500,001 — 2,000,000 = N
2,000,001 - 2,500,000 2,000,001 - 2,500,000 2 -
2,500,001 - 3,000,000 2,500,001 - 3,000,000 = 1
3,000,001 - 3,500,000 3,000,001 - 3,500,000 - 1
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9 OTHER COMPREHENSIVE INCOME
(a) Tax effect relating to other comprehensive
income

No tax effect is credited to other comprehensive income for
the year ended in December 2020 and 2019.

(b) Components of other comprehensive income,
including reclassification adjustments

9 HtsZEWA
(a) FEEMAZERANBEBZE

@i—?—?i&—? ng—i—:HE—'—_EI
IFFE - BIEFETES ARMEEBA -

(b) EHthZEWAAKID (BEEH

7 IEAE)
2020 2019
RMB’ OOO RMB’000

ARBFT ARETTT

Equity investments at FVOCI: ABEMEEMBARARE
AEZRARE
Changes in fair value recognised FRNRERZ AR EZS
during the year (note 15) (H1a£15) 61,041 10,498
Amount transferred from fair value reserve B AR ERE
(non-recycling) to retained profits (FAreg A f85s)
HERERE RN 58 (26,153) N
Net movement in the fair value reserve REMEEBAERZFA
(non-recycling) during the year recognised N EFEE)FEE
in other comprehensive income (A8 AEa) 34,888 10,498
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10 LOSSES PER SHARE

(a) Basic losses per share

The calculation of basic losses per share is based on the
loss attributable to equity shareholders of the Company of
RMB383,076,000 (2019: loss of RMB332,520,000) and the
weighted average of 4,662,666,959 ordinary shares (2019:
4,653,379,288 ordinary shares) in issue during the year,
calculated as follows:

(i) Weighted average number of ordinary shares

NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

10 BREE

(a) BREXRERE
ERERNBEDNIREARRBRNEEAEBGE
B A R #383,076,000t (Z T — L& : &8
A R #332,520,00070) M F RN B 17 INEF
H) % £54,662,666,959/% L @A% (—ZF — JL4F ¢

4,653,379,288 L @M%) 5T E - FEWT ¢
(i) 3 IR N S 25 AR B
2020 2019
—ECEF —T-NF

Issued ordinary shares at 1 January
Effect of shares under share

award scheme 2R

R—A—BZERTEBRK
IR R BT BB E D

4,662,666,959 4,662,666,959

= (9,287,671)

Weighted average number of ordinary
shares at 31 December

FHRY

R+ A=+—BEBNE

4,662,666,959 4,653,379,288

(i) Consolidated loss attributable to ordinary equity
shareholders of the Company

(i) AR2FDVEBRRREGFRSER

2020 2019
—E-EE =P AE
RMB’000 RMB’000
AREET T ARBFIT
Loss attributable to equity ARARRMDIFE AREER

shareholders of the Company (383,076) (832,520)

(i)  Losses per share (i) BREE
2020 2019
l- S 323 ZE-NE
Basic losses per share BRERNEE RMB(0.082) RMB(0.071)
AR#(0.082)t AR(0.071)7T

(b) Diluted losses per share

There were no dilutive potential ordinary shares during the
years ended 31 December 2020 and 2019, and therefore,
diluted losses per share are the same as basic losses per
share.

(b)y BREEESE
BE-Z-_ZTER-ZT-—NF+=ZA=+—H
IEFE  TEREETTAR NERESE
BEGREKREBAR -
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11 INVESTMENT PROPERTIES, PROPERTY, 11 REYX  ¥%¥ - BERRE
PLANT AND EQUIPMENT
Office
equipment
Landand Right-of-use Leasehold Motor and other ~ Construction Investment
buildings assets improvements  vehicles  fixed assets  inprogress  Sub-fofal properties Total
N
Rt
1HRET EREEE HE%E & EEgE REIR NE RENE a3t
RMB'000  RMB'000 RMB'000  RMB'000 RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARBTT  ARETT ARETR ARETR ARETR ARETRT ARETR ARETR
Cost: AR
Balance at 1 January 2019 REB-NE-R-BzEHh 323408 187,903 77,667 44,691 116,859 46,065 796,593 147247 943,840
Exchange adjustments B A% 5,205 3775 966 822 1,462 (1) 12,234 - 1224
Additions g 4590 115,941 18,343 1,560 12,314 51582 204,330 - 204330
Additions through acquisition of BRNE-HHBAREE
a subsidiary - 8,409 - - 1,467 - 9,876 - 9,876
Transfer from construction in progress ~ MERIREA - - 1732 - 6,280 (8,012) - - -
Transfer to intangible assets (note 12) ~ EAEWAE (Hi12) - - - - - (272) (212) - (212)
Decrease from disposal of a subsidiary B E-RHBAAMALD - - - (875 - - (875) S (875)
Disposals it (1230)  (2456) (4808) (820 (5.786) - (15100 - (15,100
Balance at 31 December 2019 R-E-NE
TZR=t-RZER 331,993 313,572 93900 45378 132,59 89,347 1,006,786 147,247 1,154,033
Balance at 1 January 2020 R-E-TE-A-Hz&n 331998 313572 93900 45378 132,596 89,347 1,006,786 147247 1,154,033
Exchange adjustments Ejan 15 (8 (534)  (2549) (1,045) - (140) - (1403)
Additions g - 27801 7210 458 11,535 31,051 78,055 - 78,055
Transfer from construction in progress ~ FERTREA 52,620 - 663 - 1,057 (54,340) - - -
Decrease from disposal of subsidiaries I ENBAAMES - - - - (13,906) - (13,906) - (13,906)
Disposals e - (s (55925 (827)  (34,606) - (364682) - (364682)
Balance at 31 December 2020 s
TZA=t-Heks 380,448 62,301 45314 42,466 95,631 66,058 692,218 147247 839,465
Accumulated depreciation: 25HHE:
Balance at 1 January 2019 WoE-NE-F-BI&H  (4139) . (45570) (23673)  (54:391) - (165030)  (5828) (170,858)
Exchange adjustments A (1,443) (3,952) (783) (451) (1,167) - (179%) - (7,19%)
Decrease from disposal of a subsidiary it E—FHBAFAMAED - - - 708 - = 708 = 708
Impairment loss REEE (16945)  (129,443) (18.260) 4 (7.509) - (i72157) - (172157)
Charge for the year EEiE (6,378)  (101,251) (10097)  (3030)  (12.905) - (133661)  (3681) (137:342)
Additions through acquisition of ERNE-RRBARKEE
a subsidiary - (1,148) - - (548) - (1,69) - (1,69)
Written back on disposals HERR 422 = 4,604 577 5,330 = 10,933 - 10,933
Balance at 31 December 2019 R-ZE-NE
t-R=t-Bzis (65740)  (235,794) (70,106) (25869)  (71,190) - (488699)  (9509) (478,208)
Balance at 1 January 2020 WoD-TE-F-BUf%  (65,740)  (285794) (70,106) (25869)  (71,190) - (468,699) (9509  (478,208)
Exchange adjustments B A% 1,288 3,591 51 159 538 - 7533 - 7533
Decrease from disposal of subsidiaries A EMBAAMES = = - - 9,355 - 9,355 - 9,355
Impairment loss HEEE (4,075) - (7542) - (4,019) - (15,636) - (15,636
Charge for the year EENE (8939)  (33439) (7320) (3250  (f2,106) - (65054 (3681)  (68,735)
Written back on disposals HEER = 235,072 51,731 391 32,391 - 319,585 - 319,585
Balance at 31 December 2020 RZF-EE
tZR=t-Reik (T7466)  (30,5570) (32716)  (27133)  (45,031) - (12916 (13,190)  (226,106)
Net book value: BHFE:
At 31 December 2020 R-E-ZE+-A=t-H 302,982 31,731 12598 15,333 50,600 66,058 479,302 134,057 613,359
At 31 December 2019 RZB-NETZA=t-H 266,253 17,778 23,794 19,509 61,406 89,347 538,087 137,738 675,825
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11

INVESTMENT PROPERTIES, PROPERTY,
PLANT AND EQUIPMENT (Continued)

Impairment loss on property, plant and equipment
(including leasehold right of use assets)

(i)

(i)

The land and buildings owned by the Group in
Taiwan were revalued at 31 December 2020 and
2019 on the open market value basis by reference
to market evidence of recent transactions for similar
properties by Duff & Phelps, an independent firm of
chartered surveyors. As at 31 December 2020, the
carrying amount of such assets were written down to
its fair value of RMB87,434,000. An impairment loss
of RMB4,075,000 was recognized in “other net gain/
(loss)”.

The land owned by the Group is located in Taiwan,
which has an indefinite useful life and therefore is
not depreciated. The carrying amount of the land
as at 31 December 2020 is RMB73,949,000 (2019:
RMB77,314,000).

The buildings owned by the Group are located in
Mainland China, Hong Kong and Taiwan.

As at 31 December 2020, land and buildings in
Mainland China with carrying amount of RMB nil
(2019: RMB38,204,000) and Taiwan with carrying
amounts of RMB99,047,000 (2019: RMB103,959,000)
were pledged to banks as security for certain loan
facilities (see note 21).
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11 REYWE WE BERK
R (E)

MHE - BERXE (BFEHEFCHESE

E) WBEEE

iy AKERGEFEENIHREFER=
T_TFR-F-NF+=ZA=+—H
BB EMEHMEE2EHMU
MELHR SN HEE  BARAME
HEEFETEGR NZTE_TF+_A=
+—HB ZEEENEEEE#HEER
1B AR KE87,434,0007T ° M {EEIE A
R #4,075,0007c B R [H Y 25 (&5
18) FRE] PR -

(i) ANEBEAZIHMUNESE  HEHER
FEARAFH ARHTERE KR-ZZT=ZT
F+-_A=+—H8 %tz EEES
AR #73,949,000t (ZZ—NLF : A
R#77,314,0007T) °

(i) AKEHEEZEBFURTEAM  FE

AN = 3
a/=

(iv) RZEZZTFF+—A=+—H U+
BERtEEEARARBELT (ZE—N1
4 AR#38,204,0007T) MR & &
BRHEE A A R#99,047,0007C (= ZF —
NF : AR¥103,959,0007T) 2 i K&
BFEERETERRE ZERERT
BT (B2 RME21) °

FRAERA RAT R REER 147



NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

11 INVESTMENT PROPERTIES, PROPERTY,
PLANT AND EQUIPMENT (Continued)

Impairment loss on property, plant and equipment
(including leasehold right of use assets) (Continued)

11 REYE WE BER
B (2

ME BERSRE (BREHECHAES

E) WREEE (&)

(v) Investment properties (v) SV ES
2020 2019
—E-EF ZT—NF
RMB’000 RMB’000
AR¥T T ARBTFIT
Net book value of investment properties LB 2 REFE 134,057 137,738
Fair value of investment properties KEWMFEZ ARE
(level 3 fair value measurement using (B=RAAERAEKR
significant unobservable inputs) NA]ERG ABEFT=) 195,015 195,015

As at 31 December 2020, the investment properties located
in Shanghai, Mainland China, were rented out under terms
of operating leases or held for capital appreciation. As at 31
December 2020, the fair value of the investment properties
stated in the consolidated statement of financial position at
cost less accumulated depreciation and impairment losses
is estimated at approximately RMB195,015,000 on an open
market, existing use basis, by reference to recent sales
price of comparable properties using market data which
are publicly available and made adjustments to reflect the
differences in the characteristics between the investment
properties and the comparable properties. The fair value
of the investment properties has not been evaluated by an
independent firm of surveyors. The Group has adopted the
cost model under HKAS 40, /nvestment property, to account
for its investment properties, and accordingly, the carrying
amounts of the investment properties were not adjusted to
the revalued amount at the end of the reporting period.
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11 INVESTMENT PROPERTIES, PROPERTY,
PLANT AND EQUIPMENT (Continued)

Impairment loss on property, plant and equipment
(including leasehold right of use assets) (Continued)

(v) Investment properties (Continued)

The fair values of the Group’s properties located in the
Mainland China are determined using market comparison
approach by reference to recent sales price of comparable
properties, adjusted for a discount specific to the quality of
the Group’s properties compared to the recent sales. Higher
premium for higher quality properties will result in a higher
fair value measurement.

(vi)  Right-of-use assets

The analysis of the net book value of right-of-use assets by
class of underlying asset is as follows:
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11 REYWE WE BERK
R (E)

ME- BERSZE (BRFEEHEEHAES

E) WREEE (&)

v) &BYWE (&)

AR B e B PSR O 2 S (B TS T 4B b
BOAEE  ESETHRMELITHER L
A S5 90 36 0 25 50 L 5054 5 48 8 057
RELAE - RREEZNEUEES - BE
B RS EAE -

(vi) EREEE

BEREED B2 ERBEEEREFEZDON
L

31 December 1 January
2020 2020
—BIEF S22
+=A=+-~H ~A-H
Notes RMB’000 RMB’000
HisE ARBTT AREFTT
Other properties leased for own use, HIEBE AR EMYE
carried at depreciated and =& OB EK AN R
impaired cost (i) 31,731 77,738
Plant, machinery and equipment, R~ RS A
carried at depreciated cost BT E ARSI AR (i) - 40
31,731 77,778
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11  INVESTMENT PROPERTIES, PROPERTY,
PLANT AND EQUIPMENT (Continued)

Impairment loss on property, plant and equipment

(including leasehold right of use assets) (Continued)

(vi)  Right-of-use assets (Continued)

The analysis of expense items in relation to leases
recognised in profit or loss is as follows:

11 REPE VE BER

B2 RE D)

ME  BERRE (BEREEAER

E) WRERIE (#)
(viy [EREERE (&)

BRRBRTHEANHEHE ZFAXHBE AT

2020 2019
e —T-NF
RMB’000 RMB’000
AREET T ARETIT
Depreciation charge of right-of-use AR & E R RIE 5 /Y
assets by class of underlying asset: FREEENERY
Other properties leased for own use HIEERME MY 33,313 101,135
Plant, machinery and equipment N Y S 126 116
33,439 101,251
Interest on lease liabilities (note 5(a)) HEaBMNE (#itsa) 3,276 5,678
Impairment of right-of-use assets ERAEEERE = 129,443
Expenses relating to short-term leases FHRHHEREREBEEE
and leases of low-value assets HEMRX 5,952 31,335
Variable lease payments not included in R AHEBEFT =D
the measurement of lease liabilities ] S E 1,822 482
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11 INVESTMENT PROPERTIES, PROPERTY,
PLANT AND EQUIPMENT (Continued)

Impairment loss on property, plant and equipment
(including leasehold right of use assets) (Continued)

(vi)  Right-of-use assets (Continued)

During the year, additions to right-of-use assets were
RMB27,801,000. This amount primarily related to the
capitalised lease payments payable under new tenancy
agreements.

Details of total cash outflow for leases, the maturity analysis
of lease liabilities are set out in notes 19(d) and 22,
respectively.

i Other properties leased for own use

The Group has obtained the right to use other properties as
its warehouses and offices through tenancy agreements. The
leases typically run for an initial period of 1 to 6 years.

Some leases include an option to renew the lease for an
additional period after the end of the contract term. Where
practicable, the Group seeks to include such extension
options exercisable by the Group to provide operational
flexibility. The Group assesses at lease commencement date
whether it is reasonably certain to exercise the extension
options.
the extension options, the future lease payments during the

If the Group is not reasonably certain to exercise

extension periods are not included in the measurement of
lease liabilities.
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11 REYWE WE BERK
R (E)

ME- BERSZE (BRFEEHEEHAES

E) WREEE (&)

(vi) {ERERE (&)

REER- %Eﬁﬁﬁﬁéﬁ?%/\iﬁ%
27,801,000T °c 2« BEBHFHERZE

E’]é{ZMtTHiE\H *ﬁ‘F’ﬁ

HERSRLER HEAEINHBE LT

15 5 BIEFI A M sE19(d) K22 »
TIEE RN EMmE

ZBHERDE  ANEBEDERFEHREMmYEE

J%E ERPAERER - 2EMEZILSHE

EHR—BE—EF o

HoHEBERANBERKEZERMNE
Mo ERAIFTHBERT  AEBEZEFHRLFA
HASETERMEHEEE  UENEER)
- AEEREERGKERTLREAERETE
TTEEREER - WAKEEESIEETTE
BHEER  AIRNERMENBREENZE
Tt AHEREBENE -
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11 INVESTMENT PROPERTIES, PROPERTY,
PLANT AND EQUIPMENT (Continued)

Impairment loss on property, plant and equipment
(including leasehold right of use assets) (Continued)

(vi)  Right-of-use assets (Continued)
i Other properties leased for own use (Continued)

During the year ended 31 December 2020, the Group leased
a retail store which contains variable lease payment terms
that are based on sales generated from the retail stores and
minimum annual lease payment terms that are fixed. The
amount of fixed and variable lease payments for the year is
summarised below:

11 REYE WE BER
B (2

M¥E BERRE (BFELASERES

=) WEEEE (&)

(Vi) (FREEE (&)

HIEE REVEMmYE (F)

REBEZE-Z_ZF+-_A=+—RHLEFE K
SEHETEE  HEEREKRSEEELEY
SHE R EEXEFEERENFTIERIMNE 2 7] &
HENFER  FREERAISZHENKEE
BT

Fixed Variable Total

payments payments payments

ek BB A AT IR I sR4EER

RMB’000 RMB’000 RMB’000

AREFIT ARETIT ARBFIT

Retail store TEE 2,864 - 2,864
i Other leases i HEmBE

The Group leases production motor vehicle under leases
was terminated during the year. None of the lease includes
variable lease payments.
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12 INTANGIBLE ASSETS

NOTES TO THE FINANCIAL STATEMENTS
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12 EBREEE

Software
licences
BT RE
RMB’000
ARETT
Cost: B
Balance at 1 January 2019 RZZE-NF-—A—-B2&EH 4,256
Exchange adjustments [E i 2K 26
Disposals HE (133)
Transfer from construction in progress (note 11) HMERIREA (MiE11) 272
Balance at 31 December 2019 R-ZE—NF+-_A=1+—HZ&& 4,421
Balance at 1 January 2020 RZZE-TF-HA—-AzZ&EH 4,421
Additions BE 2,018
Exchange adjustments P& i 28 9
Disposals HE (871)
Balance at 31 December 2020 RZE_ZTF+_A=+—HzZ&H% 5,577
Accumulated amortisation: ES: Fl
Balance at 1 January 2019 RZE-NF—A—Bz&% (2,300)
Exchange adjustments BE ¥, G B (26)
Charge for the year FERE (504)
Written back on disposals i E B (o] 133
Balance at 31 December 2019 RZBE-—NE+-_A=+—HzZ&& (2,697)
Balance at 1 January 2020 RZZE-_TF—F—HZ2&H (2,697)
Exchange adjustments b 5 AR (9)
Charge for the year FERE (936)
Written back on disposals &R o] 837
PG e e NN SN R-ZB_2FT_A=FTRAz&r (2
Net book value: REFE :
At 31 December 2020 NZEBE-_ZTF+_-_A=+—H 2,772
At 31 December 2019 RZZE-—NF+=ZHA=1+—H1 1,724

The amortisation charges for the year are included in FE#HEBRF AGEEEE [TTBHER] T -
“Administrative expenses” in the consolidated statement of

profit or loss.
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13 GOODWILL 13 HE
RMB’000

ARETTT
Cost: B
At 1 January 2019 R=ZE—hFE—HA—H 256,248
Exchange adjustments BE 5, e B 1,803
At 31 December 2019 IR =EE=AE = B =r—E 258,051
At 1 January 2020 R-ZE_TF—H—H 258,051
Exchange adjustments PE X (33,711)
At 31 December 2020 e e e =l e [ ] 224,340
Accumulated impairment losses: ZREEE :
At 1 January 2019 = 28—, 55— 5| =g (22,654)
Exchange adjustments PEE b, 5 B (200)
Impairment loss for the year FEREEE (168,695)
At 31 December 2019 R-ZE—hF+=-_A=+—H (191,549)
At 1 January 2020 R-—ZE=_ZTF—A—H (191,549)
Exchange adjustments FE H 2 =X 30,756
W AR SO ML LS N e LN SSOD MO (160,793)
Carrying amount: BRMEE :
At 31 December 2020 e et e e e e 63,547
At 31 December 2019 ==t = E =—=E 66,502
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13 GOODWILL (Continued)

Impairment tests for cash-generating units
containing goodwill

Goodwill is allocated to the Group’s cash-generating units

NOTES TO THE FINANCIAL STATEMENTS
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13 BE (&)
CERBCHESEASB N2 HERR

BEIETARERETIEEMWHNE2RD

identified according to places of operations and reportable  SEFrfEE 23R S EEEN -
segments as follows:
2020 2019
. =F T
RMB’000 RMB’000
AR®TT ARETT
Industrial group THEH 63,547 66,502

The recoverable amounts of the cash-generating units
are determined based on value-in-use calculations. The
key assumptions for the value-in-use calculations are the
discount rate and revenue/gross profit growth rate. The
Group prepares cash flow forecasts derived from the two
year financial budgets and extrapolates cash flows for the
following three to five years based on estimated annual
average growth rates in sales ranging from 5% to 26%
(2019: 3% to 13%), growth rates in gross profit ratio ranging
from 1% to 7% (2019: 0% to 2%), at a discount rate from
10.8% to 11.4% (2019: 14.5%). The discount rates used
are pre-tax and reflect specific risks relating to the relevant
segments. The growth rates are determined by management
based on the performance of the relevant cash-generating
units and their estimated future development.

ReELBEuzA OB NIEFEAEENE
BT - FREEAFEZEZRI|AUBRERK
A EFEEE - KEBREN F5%E26%2
BHEEFHHEERER (ZT—NF : 3%2
13%) * NF1%ZET%ZEFNEEER (ZT —
NF 0%%2%) RN F10.8%E11.4% 2 BHI5
K (ZE—NF 1 145%) REIEMFMBREZ
ZHREREAREEBEBE=ZERAFZHER -
FTAMRERARAIER  WRRERRES S
BAZEERRE ZESEEREDHBTEERE
AR eELEM 2 RBARGHRRERME

TE °
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14

INTEREST IN SUBSIDIARIES

The following list contains only the particulars of subsidiaries

which principally affected the results, assets or liabilities
of the Group. The class of shares held is ordinary unless

otherwise stated.

14 RHEBLIRZER
TRERFHAEELE AEREBBEFEA
FEIHBARZEE  RESHER B
R RIS AL B -

Proportion of ownership interest

FrERADM
Place of Group’s Particulars of
incorporation effective  Held by the Held by issued and
Name of company and business interest Company  subsidiaries paid up capital  Principal activity
rEEZ HNEAR BEETRAR
NAEH dfkexes EREE BALARE ] ERGfE IEXE
Elegant Jewellery Holding Limited Hong Kong 100% - 100% 5,000,000 shares  Retail and trading of
of HKD1 each watches and jewellery
—EREREARAA &R 100% - 100% 5000000% FHERAEHZERES
BREEIAT
IR
Alpha Key Investments Limited BVI 100% 100% - 1shareof USD1  Investment holding
RERAARAR RERKES 100% 100% - RiERgRh RERR
Hengdeli Giant Dragon Limited BVI 100% 100% - 1shareof USD1  Investment holding
FEHERARAH RERRES 100% 100% - RiERZRD RERR
Xinyu Hengdeli Investments Limited BVI 100% 100% - 1shareof USD1  Investment holding
HTFEHREERAT RERRES 100% 100% - RiERZRD  RERR
Hengdeli International Company Limited  Hong Kong 100% - 100% 1 share of HKD1  Trading and management
service
FEHERARAA B 100% = 100%  1RIBTZRGD EBHRERRE
Hengdeli Group Limited BVI 100% 100% - 1shareof USD1  Investment holding
FEHERARAR AERTHS 100% 100% - IRERZRG REER

The directors are of the view that the Group has no
individually material non-controlling interest for the years
ended 31 December 2020 and 2019.
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15 OTHER INVESTMENTS 15 HKHE
(a) Equity investments at fair value through other (a) BEBEMEEBARAAEBTFEZ
comprehensive income BARzE
31 December 31 December
2020 2019
—g-8F —TNF
+=A=t-H t-A=t-~
Note RMB’000 RMB’000
o2 ARET T ARETTT
Equity securities designated EEARBEMEERARAABEE
at FVOCI (non-recycling) (FRIEAER) ZBRAES
- Listed securities — EWEH (i) 485,766 400,184
— Unlisted securities — JE LT ES (ii) 1,485 /
487,251 400,184

Notes:

(if)

(iii)

Financial assets at fair value through other
comprehensive income (FVOCI) comprise equity
securities which the Group intends to hold for strategic
purposes, and which the Group has irrevocably elected
at initial recognition to recognise in this category.
RMB8,839,000 of dividends were received on these
investments during the year (2019: RMB7,309,000).

The directors are in the view that the cost of
RMB1,485,000 represents the best estimate of fair value
within that range.

The value of the above equity securities was individually
insignificant (individually less than 5% of the Group’s
total assets).

Equity investments at fair value through profit
or loss

Hise -

(i)

(iii)

BRAEMEZARARAABFENSHEE
BREASERFEREBENNORAES - X
£ BB RN 5 RE R 2T 0] B M B
RZHDEER - FRNEZSRERIREE
AR ®8839,000t (ZE—NLF: AR
7,309,0007T) °

B ERA ARMA 485,0007T BB 2R T $5 7%
BB AAALBENREMGE o

Fatpr AR EETERTEXR (E5 DR
REBBEENS%) °

4

BRIESRANENEZRARE

31 December 31 December

2020 2019

— —E-NF

+=A=+—H +=—RA=+—H

RMB’000 RMB’000

ARBT T ARETT

Equity securities, at fair value BAFES  BARE

- Listed securities — kW@ % 29,147 5
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16 INVENTORIES

(a) Inventories in the consolidated statement of
financial position comprise:

16 7Y
(@) REEFBMRRRZFEERE

2020 2019
= ? = ﬁz —j‘Lfﬁ
RMB’000 RMB’000
AREET T ARBTTT
Raw materials MR 12,503 22,132
Work in progress ERR 36,865 34,940
Finished goods RUAY T 603,738 1,252,686
653,106 1,309,758
(b) The analysis of the amount of inventories (b) BAARIIFABEZEFEHE

recognised as an expense and included in DU :

profit or loss is as follows:

2020 2019
—_ 7 —_ fﬁ :ﬁ_ﬂi
RMB’000 RMB’000
ARBT T ARET T
Carrying amount of inventories sold EHFEEREE 1,061,685 1,987,625
Write down of inventories T & MUR 313,754 49,890
Reversal of write-down of inventories 17 &MU B 3] (7,360) (10,838)
1,368,079 2,026,677
Net realisable value of inventories is the estimated selling FERIEEFEAH FEKEBRETHGHTER

price in the ordinary course of business, less estimated
costs of completion and distribution costs. These estimates
are based on 1) the sales volume history; 2) the ageing of
inventory; 3) physical condition of the inventories reported
from the shops; and 4) recommended selling prices set by
brand owners. Management reassesses the estimations at

the end of each reporting period.
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17 TRADE AND OTHER RECEIVABLES

NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

17 BWREZERAREMERRE

31 December 31 December

2020 2019
—g=%F  —TNF
t=A=t-8 +=A=+-"
RMB’000 RMB’000

ARBT T ARETT

Current assets MEEE
Trade receivables, FEUE 5 B FORE 1B
net of loss allowance B 187,197 161,219
Other receivables, H fth jE W OB R B 1B
net of loss allowance B 264,399 187,903
Financial assets measured at LABESERA ARG E 2
amortised cost TREE 451,596 349,122
Prepayment and deposits BNRERZS 83,891 67,141
535,487 416,263
Non-current assets FEREBEE
Prepayment and deposits BEwEkEe N 21,333
537,129 437,596

All of the trade and other receivables in current assets are
expected to be recovered within one year.

Other receivables include advances to third parties of
RMB213,285,000 (2019: RMB129,241,000), which are
interest bearing at 6% per annum as at 31 December 2020
and are recoverable within one year. The advances to third
parties are fully secured by collaterals obtained by the
Group as at 31 December 2020.

MENE ENFTA EWE 5 R 5 N H fh EU IR
BERAR —FRlE -

H i RIBEIESE = H 8N A R 213,285,000
T (ZE—NF: AR¥A129,241,0007T) * R =
T_TFE+ =1+ —HFELEE6%  LAN—4F
AKE - E=FRFEAERR_T_TF+=
A=T—BESHEFREEER -
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17 TRADE AND OTHER RECEIVABLES
(Continued)

Ageing analysis

The ageing analysis of trade receivables (net of loss

allowance) at the end of the reporting period, based on the
invoice date, is as follows:

17 FEWESHRAKHE M ERRE
()
AR il D AT

RN E SRR (EHIBREIRRE) RS HREZ
LEAHE ZREDITANT -

2020 2019
e —T-NEF
RMB’000 RMB’000

ARBTT ARETT

Within 3 months 3EARN 168,318 155,740
Over 3 months but less than 12 months BiE3EAELR12(EA 6,215 5,420
Over 12 months HBiE121E B 12,664 59

187,197 161,219

Trade receivables are due within 30 to 180 days from the
date of billing. Further details regarding the Group’s credit
policy are set out in note 29(a).

18 DEPOSITS WITH BANKS

FEWE SRR AR A R ET30E 180 I Hf -
ERAAEEEERRNE - THBHNMZE
29(a) °

18 MITHERK

2020 2019
e =T NF
RMB’000 RMB’000

ARBFT ARBET T

Pledged deposits EHERER = 14,700

Deposits with original maturities REEAR#B=EA 2 FR
over three months 226,880 533,415
226,880 548,115
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19 CASH AND CASH EQUIVALENTS 19 RERBAEEEY
(@) Cash and cash equivalents comprise: (a) BeRkBRLEEYERE
2020 2019
—EEH “E-NEF
RMB’000 RMB’000
ARET T ARBTT
Cash at banks and on hand RITEFERS 1,014,983 1,165,169
(b) Reconciliation of loss before taxation to cash (b) FRBAIBEREERSRESHNY
generated from operations: iR :
2020 2019
—ECEF —T-hF
Note RMB’000 RMB’000
Kzt AREET T ARETTT
Loss before taxation FREIRTEE (854,200) (337,042)
Adjustments for: HEIEE :
Depreciation of investment properties "EMERME -
and property, plant and equipment BEREETE 5(c) 68,735 137,342
Amortisation of intangible assets A A 5(c) 936 504
Finance costs B 7S B 2R 5(a) 7,106 10,497
Interest income A EWA 4(a) (23,604) (31,915)
Share award scheme it BE BT &l 24(b) - 10,827
Impairment of property, Y2 - BB RS ERE
plant and equipment 4(b) 15,636 172,157
Impairment of goodwill EERE 13 — 168,695
Net loss on disposal of HEME - BER
property, plant and equipment RIEEIEFE 4(b) 3,929 468
Fair value gain on disposal of BHERERBAER
investments at fair value through BAREFEZ
profit or loss RN EWER (3,608) >
Rent concession T RE (17,691) -
Lease modification HEBET (40,583) =
Loss on disposal of subsidiaries HEWE A REE 19,697 =
Dividend income from other investments R B H &% & AR S U A (8,839) (7,309)
Operating (loss)/profit before EEESEHATH
changes in working capital meg (F518)/ BF (832,486) 124,224
Decrease in inventories &R 570,420 130,288
(Increase)/decrease in trade and U E 5 BR 7k K E At
other receivables FEYRIE (3Eh0), R (53,744) 36,994
Decrease in trade and other payables B2 SR R E A
FERTRIB R A (76,608) (100,064)
Cash generated from operating activities &&EBERE 107,582 191,442
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19 CASH AND CASH EQUIVALENTS
(Continued)

(c) Reconciliation of liabilities arising from
financing activities:

The table below details changes in the Group’s liabilities

from financing activities. Liabilities arising from financing

19 BERBESZEEY »)
(c) METHELECEBHIR:

TRARERBETHEL Y AEBHHE -
REEDELY BENARSAERARES

activities are liabilities for which cash flows were, or future HRERNAREBEZGEHEESRERSBAAREE
cash flows will be, classified in the Group’s consolidated #ZEE&REZEE
cash flow statement as cash flows from financing activities.
Lease
Bank loans liabilities Total
RITER HEEE #Et
RMB’000 RMB’000 RMB’000
ARET T ARET T AR¥ET T
(note 21) (note 22)
(BizF21) (Hfi#22)
At 1 January 2020 R-—ZE_ZTF—F—H 216,617 193,639 410,256
Changes from financing cash flows: MERERELE :
Repayment of bank loans BEFETER (178,665) - (178,665)
Capital element of lease rentals paid ENHEERENERT D = (90,544) (90,544)
Interest element of lease rentals paid EAAERSHFEZRH - (3,276) (3,276)
Interest paid EAFLE (3,830) = (3,830)
(182,495) (93,820) (276,315)
Exchange adjustments P 0 A= (25) (704) (729)
Other changes: Hib g
Decrease in bank loan from HE B2 R E £ RISRTT
disposal of subsidiaries faFR > (8,009) - (8,009)
Increase in lease liabilities from REAAET S E
entering into new leases during EMWEEERE
the period = 27,801 27,801
Decrease in lease liabilities from MEBRIEER
lease modification HEAERD - (52,947) (52,947)
Decrease in lease liabilities from M e R R E R
rent concession REAERD = (17,691) (17,691)
Decrease in lease liabilities from HEREaEEEN
disposal of lease liabilities HEABERD = (25,888) (25,888)
Interest charged SHRERE 3,830 3,276 7,106
(4,179) (65,449) (69,628)
At 31 December 2020 i e 22
+=-A=+—8H 29,918 33,666 63,584
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19 CASH AND CASH EQUIVALENTS
(Continued)

(c) Reconciliation of liabilities arising from

financing activities: (Continued)

NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

19 BERBELSEEY »)

(c) RBIDELEZEB/YKR: @)

Lease
Bank loans liabilities Total
RITER HEBE MBET
RMB’000 RMB’000 RMB’000
ARBFTT AREFTT ARBTTT
(note 21) (note 22)
(Hfiz21) (Kt#22)
At 31 December 2018 RZE—N\F
= E=—E 143,752 - 143,752
Impact on initial application of HKFRS16 BAERABBYBRE
RAIE16K T E - 187,219 187,219
At 1 January 2019 R-BE—-—NE—A—H 143,752 187,219 330,971
Changes from financing cash flows: MERESRELE !
Proceeds from new bank loans %ﬁi&.‘.f&hﬁfﬁﬁﬁfk 240,140 s 240,140
Repayment of bank loans BEIRT (171,682) - (171,682)
Capital element of lease rentals paid 1‘f$ﬁfﬁﬁiﬁ’]§$%ﬂﬁ = (118,632) (118,632)
Interest element of lease rentals paid ENAERSHFEZDS (5,678) (5,678)
Interest paid BERAE (4,819) = (4,819)
63,639 (124,310) (60,671)
Exchange adjustments P H 4,407 1,768 6,175
Other changes: Hi &g :
Increase in lease liabilities from entering REIRET L &
into new leases during the period ENHHEEEE = 115,941 115,941
Increase in lease liabilities from 75 IR T 3 DN &Y
business acquisition HERE - 7,343 7,343
Interest charged SHEERLE 4,819 5,678 10,497
4,819 128,962 133,781
At 31 December 2019 RZE—NF
+=—RA=+—H 216,617 193,639 410,256
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19 CASH AND CASH EQUIVALENTS

(Continued)

(d) Total cash outflow for leases

Amounts included in the cash flow statement for leases

comprise the following:

19 BERBESZEEY »)

(d) HEERSMHAME

REEFARESRERCEHEEIEUTRE

2020 2019
—E-FF —T-NF
RMB’000 RMB’000
AREET T ARBTIT
Within operating cash flows KBNS R Erh (5,436) (81,817)
Within financing cash flows MEBRSRED (93,820) (124,310)
(99,256) (156,127)
These amounts relate to the following: ZEFEENATIHEEARA :
2020 2019
—E-FF —FNEF
RMB’000 RMB’000
AREET T ARBTIT
Lease rentals paid BNHEERS 99,256 156,127
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19 CASH AND CASH EQUIVALENTS 19 BHERRESEEY @)
(Continued)
(e) Disposal of subsidiaries (e) HEKBAT

During the year, certain subsidiaries were disposed and
the net assets of the disposed subsidiaries at the date of

disposal were as follows:

RAFE  ETHBARCHEMLENBER
AREE RSN EEFESHINWT

2020
—ECERF
RMB’000
ARBET T
Deferred tax asset EETI B & B 1,574
Other property, plant and equipment HaE - BE M&E 4,551
Inventories FE 50,899
Trade and other receivables FE W 5 BR 3R % ELAth fE U SR IE 27,132
Cash and cash equivalents RERRESEFEY 10,214
Current tax asset REABIEEE 398
Deferred tax liabilities BELEFIBAE (6)
Trade and other payables FEAST B 5 BR R % H A FE 5 5k I8 (23,598)
Short term loans EHER (8,009)
Release of foreign currency AR RR SN B
translation reserve (1,282)
Non-controlling interests e M (14,728)
Net assets disposed of EHEEEFE 47,145
Loss on disposal of subsidiaries: HERBAREE :
Consideration received in cash BUWHRESNRE 27,448
Net assets disposed of EHEEETE (47,145)
(19,697)
Net cash inflow arising from disposal: HEEEZEERANFEHE
Consideration received in cash BUIRERE 27,448
Cash and cash equivalents disposed of EHERESRBESEEY (10,214)
17,234
FOFERARAT SR BEER 165



NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

20

TRADE AND OTHER PAYABLES AND
CONTRACT LIABILITIES

20

URENEE

31 December

BENEZRAREMENKRE

31 December

2020 2019

—E-EF —E-NEF

t=A=t+-HB t-A=t-"

RMB’000 RMB’000

ARBT T AR¥ETTT

Trade payables FERTE SRR 55,292 131,789
Contract liabilities EHEE 10,222 15,904
Other payables and accrued expenses H A ER SR IE R EETE A 52,049 73,760
117,563 221,453

Ageing analysis
The ageing analysis of trade payables at the end of the

ARER DA

RBEEHR REZAMARNEZRFIZEK

reporting period, based on the invoice date, is as follows: BOFmT -
2020 2019
—EEF —E-NEF
RMB’000 RMB’000
AR®T T ARBTT
Within 1 month 1EAR 23,289 108,979
Over 1 month but less than 3 months i@ 11E BB L HR3{E A 10,258 18,422
Over 3 months but less than 12 months HRiA3E BB DR 12{E A 8,076 4,108
Over 12 months thiE121E A 13,669 280
55,292 131,789
Typical payment terms which impact on the amount of HRAEVEBESENEZNFTUEKBUTHE

contract liabilities recognised are as follows:

1)

166

The Group occasionally receives a part of the
consideration as deposits from customers when they
purchase goods from the retail stores. The respective
revenue is expected to be recognised when the
goods are collected by customers from stores. The
amount of the deposit is negotiated on a case by
case basis with customers.

When the Group receives a deposit before the shop
design and decoration service commences, this
will give rise to contract liabilities at the start of a
contract, until the revenue recognised on the project
exceeds the amount of the deposit. The amount of the
deposit is negotiated on a case by case basis with
customers.

Hengdeli Holdings Limited Annual Report 2020

1) AKEEXLIFRTHREED RBES
EPRZEEREMMNES ° @5
AFEHRE P B FIE R i R
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20 TRADE AND OTHER PAYABLES AND 20 ENEZFERAREMESFIE
CONTRACT LIABILITIES (Continued) UREHNEE @
Movements in contract liabilities BHEEE
2020 2019
—ECEF —E-NEF
RMB’000 RMB’000
ARET T ARET T
Balance at 1 January R—A—R &8 15,904 12,268
Decrease in contract liabilities as a result  FERERIRAFTERE A
of recognising revenue during the year FzEaHhaER>
that was included in the contract
liabilities at the beginning of the year (15,273) (7,522)
Increase in contract liabilities as a result of ERWESHEE S FTER Y
receiving sales deposits during the year EHAaBEEM 9,591 11,158
Balance at 31 December R+-=ZA=+—H2Z2&% 10,222 15,904

No sales deposits received are expected to be recognised

MECKHETAHRRNBE - FRERR

as income after more than one year. WA -
/= 4% p
21 BANK LOANS 21 RITEX
As at 31 December 2020, the bank loans were repayable as R-ZE_TFF+_A=+—H0 BEERTE
follows: S U
2020 2019
—E-FF —TNF
RMB’000 RMB’000
AREET T ARETTT
Within 1 year or on demand 1FAR AR E K 2,322 142,094
After 1 year but within 2 years 1FEBER2FEA 4,636 4,658
After 2 years but within 5 years 2FIRIERESFEN 13,908 13,973
After 5 years 5F 1% 9,052 55,892
27,596 74,523
29,918 216,617

TRFIERABRA T B BAEAER
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21  BANK LOANS (Continued) 21 S|ITER @)
As at 31 December 2020, the bank loans were secured as R-_ZFE-—FF+—-_HF=+—8 ' $fT7EZHNIEK
follows: T -
2020 2019
—g-zz _—T-AF
RMB’000 RMB’000

ARBTFT ARBT T

Bank loans within one year or on demand —fFREIZERKEENRITER

Secured AR 2,322 54,836
Unsecured %z = 87,258
2,322 142,094

Bank loans after one year —FREENETER
Secured A A 27,596 74,523
29,918 216,617

Certain secured bank loans are all drawn down under NAKEEAREEAR S AKK99,047,000
certain bank facilities secured by mortgages over certain T (ZZF—.%F : AR%¥142,163,0007T) K %&
land and buildings of the Group with aggregate carrying T LHREBFHRBERRNE TRITEER
values of RMB99,047,000 (2019: RMB142,163,000). THE THERRITERE 2R -

As at 31 December 2020 and 2019, the banking facilites R-ZE_ZTFR_ZF-AF+-_A=+—H"
were not subject to the fulfilment of the covenants based on RITEEBAXRNRIZESREBIT L ZE
the lending arrangements with financial institutions. Further REZBHELNREEETT - FHAAEERH A
details of the Group’s management of liquidity risk are set &R REREHE — T FHIFENMEE29(b)

out in note 29(b).
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22 LEASE LIABILITIES 22 %ﬂ%ﬁ%
At 31 December 2020, the lease liabilities were repayable as WR-—Z-—FF#+—-_HA=+—8 EESHES
follows: BT -
2020 2019
— ?— E'E _j-l.ri
RMB'000 RMB'000
AREET T AREBTIT
Within 1 year 1ER 12,248 121,586
After 1 year but within 2 years 1FZBR2FRN 11,440 53,041
After 2 years but within 5 years 2FBIEMEFN 9,415 17,385
After 5 years 5 1% 563 1,627
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, D 0 /2053
33,666 193,639
23 EMPLOYEE RETIREMENT BENEFITS 23 EEERKEF

As stipulated by the labour regulations of the PRC, the Group
participates in various defined contribution retirement plans
organised by municipal and provincial governments for its
employees. The Group is required to make contributions to
the retirement plans at rates ranging from 14% to 16% of the
eligible employees’ salaries for the year ended 31 December
2020 (2019: from 13% to 16%).

Pursuant to the labour regulations of Malaysia, Taiwan and
Macau, the Group joined defined contribution retirement
plans for its employees. The Group is required to make
contributions to the retirement plans at the applicable rates
ranging from 2% to 15% based on the eligible employees’
salaries (2019: from 1% to 3%).

The Group also operates a Mandatory Provident Fund
Scheme (“the MPF scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF scheme is a defined
contribution retirement scheme administered by independent
trustees. Under the MPF scheme, the employer and its
employees are each required to make contributions to the
scheme at 5% of the employees’ relevant income, subject
to a cap of monthly relevant income of HKD30,000 (2019:
HKD30,000). Contributions to the scheme vest immediately.

The Group has no other obligation for the payment of its
employees’ retirement and other post-retirement benefits
other than the contributions described above.

REFESTHEIRE  AEELAEEERH

ZE R TR RE KRBT E RN ERBEFTEKRE
FlzteE - AEFEBEREBEE-_T_TF+-_A=
+—BLEFEREEREXNHBEIZEEZ
FE 2 14%Z=16% —1F  13%%E16%)
MRRET B K -

AEBRIESRED - 52 KBRS A
7%1@,\/)][]}:1:_%%{ H’Q\Lﬁ(n-l—gu %ﬁm$’§.m
NEERZZMBHNZEBEZHMAER - I
BN F2%E15% (ZZE—NF : 1%E3%) 2
AL R RRET B 3K o

REETBIEEBRHEAT ﬂaﬁmv%
m%&%ﬁﬁﬁMQEZﬁé&iﬁﬂ&
S8 ([RESEE]) - BES ?ﬂﬁmﬁi
ZEAA@ZEﬁ1MLW+ﬂ BiERIE S
FE - BEERHEEESAAREEZEBERA
5% o ME BA30,0008 T (=T — AL ¢
30,0008 7)) BB ABBEKA Z ER o 5T EI#
KRB FTA °

B bt ko REBEHBEREEE ZRIKR
HipRKRBAN TR EEMEE -
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24 EQUITY SETTLED SHARE-BASED
TRANSACTIONS

(a) The 2015 share option scheme

On 19 May 2015, a share option scheme was established
which will be used to grant option to selected participants
including but not limited to directors and employees of the
Group in order to provide incentives or rewards for their
contributions to the Group. As at 31 December 2020, no
option was granted under the 2015 share option scheme.

(b) Share award scheme

Pursuant to a share award scheme approved by the Board
in 2015, the Company may purchase its own shares and
grant such shares to certain employees or consultants of the
Group. During the year ended 31 December 2020, no share
has been granted to the Group's employees under the share
award scheme (2019: 30,000,000 shares at nil consideration
were granted to the employees and directors) (see note 7).

The consideration paid for the purchase of the Company’s
shares is reflected as a decrease in the capital reserve
of the Company. The fair value of the employee services
received in exchange for the grant of shares is recognised
as staff costs in profit or loss with a corresponding increase
in capital reserve, which is measured based on the grant
date share price of the Company.
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NOTES TO THE FINANCIAL STATEMENTS

W0 5 R B RE
25 INCOME TAX IN THE CONSOLIDATED 25 HZEHMBEMRRRZAEHR

STATEMENT OF FINANCIAL POSITION
(a) Current taxation in the consolidated statement (a) #r& Bf %Ak 0 R = 2 2 & 4% %1 18

of financial position represents: =7
2020 2019
—EEH “E-NF
RMB’000 RMB’000
AREET T ARET T
Current tax — Hong Kong Profits Tax REABIIE — BBFEHR
Provision for the year NG R = 3,596
Tax refund R 2,429 1,228
Tax paid B EE (11,615) -
Exchange adjustments bEE 5, 5 28 (637) 762
(9,823) 5,586
Balance of Profits Tax provision WAFE 2 NGB RES S
relating to prior years 22,948 12,523
13,125 18,109
Current tax — Overseas AHABEIE — /b
Provision for the year REFE B 537 10,009
Tax refund R 165 —
Tax paid BA#iE (8,883) (4,494)
(8,181) 5515
4,944 23,624
Represented: 15 -
2020 2019
—EEH —E-NEF
RMB’000 RMB’000
AREET T ARETTT
Current tax recoverable ZNER A] Uk [B] £ 18 (235) (2,192)
Current tax liabilities REHIBERE 5,179 25,816

4,944 23,624

FRAERA RAT R REER 171



NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

25 INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

(Continued)

25 HEPBURRARZFAEHR @

(b) Deferred tax assets and liabilities recognised (b)y CERIAEEREEEREE
(i) Deferred tax assets recognised (i) CHERELEREEE
The components of deferred tax assets recognised in REBE T -_TFN " T—NAF+_A=+—
the consolidated statement of financial position and the HIFFEERNELESFEAR TR AER 2 EER
movements during the years ended 31 December 2020 and IE&&E ZAKE D M EEEHZMT -
2019 are as follows:
Related
Temporary  depreciation
difference on in excess of
Inventory  Taxlosses  adoption of  depreciation ~ Credit loss
provision  not utilised HKFRS16  allowances allowance Others Total
HES
gl E16%M EBiTE
R fEEE EREE RBNERE GEFERG A &3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARETr  ARETR  ARETr ARETR  AR%Tn  ARETR
Balance at 1 January 2019 RZZ-NE-A-Rz 1256 3,221 - 1,165 312 1,190 7,144
Credited to profit or loss ERHHA 1795 2,623 18,799 2,715 g 121 26,119
Exchange adjustments 5 AE 107 13 326 176 7 1 740
Balance at 31 December 2019 RZE-NE
T-R=+-Hz&# 3,158 5,957 19,125 4,116 319 1,328 34,003
Balance at 1 January 2020 R-B-2F-A-HzEH 3,158 5,957 19,125 4,116 319 1328 34,00
Debited to profit or loss TEER (1,835) (5,793) (19,125) (4,116) (319) (1,328) (32,516)
Disposal of subsidiaries HEHBAR (1,574) - - - - - (1,574)
Exchange adjustments 3k 251 (112) - - - - 139
Balance at 31 December 2020 RZE-TF
TZRET-B&R - 5 - - - - 5
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25 INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(Continued)

(b) Deferred tax assets and liabilities recognised

(Continued)
(i)

The components of deferred tax liabilities recognised in

Deferred tax liabilities recognised

the consolidated statement of financial position and the
movements during the years ended 31 December 2020 and
2019 are as follows:

NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

25

(b)

(i)

CEDELEFEEEREE (@)

REBEE-_ZE_ZTFR_-

B IEFERES
RABEZERED

ERRELERESE

mEMBRRRZAER @)

—AEFZA=T—

AEM‘HNR?EWEE R IEFERL
""""" HERHFINWT -

Depreciation

allowances

in excess

of related

depreciation

ERE

EBERITE

RMB’000

AR%T T

Balance at 1 January 2019 RZEBE-—NWF—H—BZ#& 1,608

Charged to profit or loss EEER 310

Exchange adjustments P& 5 AR 38

Balance at 31 December 2019 R=Z— 4

T A=+—HZz&E#H 1,956

Balance at 1 January 2020 R-BE-_ZTF—A—HZ&#H 1,956

Charged to profit or loss EB= ?WT 515
Disposal of subsidiaries HEHBA (6)
Exchange adjustments bEE 34, R B (140)

Balance at 31 December 2020 R-ZEBE-TF

ZA=t+—RBZ#&R 2,325
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25 INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(Continued)

(c) Deferred tax assets not recognised

In accordance with the accounting policy set out in note
1(s), the Group has not recognised deferred tax assets
of RMB194,734,000 (2019: RMB106,862,000) in respect
of cumulative tax losses as it is not probable that future
taxable profits against which the losses can be utilised will
be available in the relevant tax jurisdictions and entities. The
tax losses for subsidiaries in Mainland China and Taiwan
will expire during the periods from 2020 to 2024 and from
2020 to 2029, respectively. The tax losses for subsidiaries
in Hong Kong and Malaysia do not expire under current tax
legislation.

(d) Deferred tax liabilities not recognised

Pursuant to the tax laws in Mainland China, 10% withholding
tax is levied on foreign investors (5% for foreign investors
who are registered in Hong Kong provided they meet certain
criteria) in respect of profit distributions arising from a
foreign investment enterprise’s profit earned after 1 January
2008.

At 31 December 2020, temporary differences relating
to the undistributed profits of subsidiaries amounted to
RMB88,368,000 (2019: RMB73,465,000). Deferred tax
liabilities of RMB4,418,000 (2019: RMB3,673,000) have not
been recognised in respect of the tax that would be payable
on the distribution of these retained profits as the Company
controls the dividend policy of these subsidiaries in Mainland
China and it has been determined that it is probable that
these profits will not be distributed in the foreseeable future.
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25 HEPBURRARZFAEHR @

(c) KRERZELEBIEEE

RIEMTEE (s)FTE & 5T UK - R @RS alE
EENERT ARG EAAEREERD
RRERF T - WAKRELEHR RFABIEE
BRERIELERIEE E A KK194,734,0007T (=
T—hF : AR%106,862,0007T) ° i A
Wi Rk B ERMERARNRIEBEES R
TR FE T _NER T _TFET
NERK - BBERBBUBOER - LR BERS
REGEH B A A EEIB T & RN -

(d) KRERXZELEHREKE
REFEAMTOL  SNEREEARINERE
CER-_ZZNF— A — BUBRRERZ &N
EEZBEMDREREA0%RH A AN - RE
AR ZIBEIREE WA E TRERBTE
5% TR

R-BE-_FBFE+_A=+—08 F@EMBAT
Ko Beim A 2 B = 2 A AR #88,368,0007T
—T—hF : AR¥73,465,00050) ° AR A
AEEHMNRPRAZ ZSHEB AR ZRE
BOR - MEBEETATRERITRREDIRE
B Al - AR AR B A 9 R 5% B R B i ) B A E
XN IERRIELETIER EAK%4,418,000
T (ZE—hF : AR¥3,673,0007T) °



26
(@)

The reconciliation between the opening and closing
balances of each component of the Group’s consolidated
equity is set out in the consolidated statement of changes in
equity. Details of the changes in the Company’s individual
components of equity between the beginning and the end of

the year are set out below:

CAPITAL, RESERVES AND DIVIDENDS
Movements in components of equity

NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

26 BX - REERERE

(a)

N &= .if‘ﬂ/\

HE S 2

s

J/Ill

B D 2B E)
FHERED

D ZF N FRE

R4 :W“LT&’@J%% RRBRFIREF
oLl

Rz (8

BB

AEHEIIMT

The Company AN/NG
Fair Value
Capital reserve
Share Share  redemption  Capital (non-  Exchange  Accumulated
capital  premium reserve  reserve  recycling)  reserve losses Total
MERE
(A9
hx  ROEE RAEERE EARE  EABR) ENRE  ZiER 3t
Note  RMB'000 RMB'000 ~ RMB'O00 RMB'000  RMB'000 RMB'O00  RMB'O0D  RMB'000
fi ARBTR ARBTR  ARMTR ARMTR ARBTR ARBTR ARMTR ARETR
Balance at 1 January 2019 N-B-nE-A-AzkR 22,331 2,620,409 761 (10827) (2,392) (265533) (1,276,700) 1,088,065
Changes in equity for 2019: WoE-hERREE
Profitfor the year ERRT - - - - - - s 232501
Other comprehensive EFEH2ENA
income for the year - - - (342) 21719 - 21437
Dividend paid and ERBEARERNRE
declared during the year 26(b) - - - - - - (233133 (233133
Shares granted under RERARBTEE LR
share award scheme 24(b) - - - 10827 - - (1,567) 9,270
Balance at 31 December 2019 WZE-AETZA=T-HziR 22,337 2,620,409 761 - (2734) (237754) (1,278,869) 1,124,150
Balance at 1 January 2020 WoECZE-f-AER 20,337 2,620,409 761 - (2734) (237754) (1278869) 1,124,150
Changes in equty for 2020: N-E-RERRRY
Profit for the year EEEH - - - - - - 4,389 4,389
Other comprehensive ERABRENA
income for the year - - - - 83,264 (80,096) - 3,168
Balance at 31 December 2020 ~ WZEZEE+ZR=1-Azks 22,337 2,620,409 761 - 80,530  (317850) (1,274480) 1,131,707
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26 CAPITAL, RESERVES AND DIVIDENDS 26 EX - HEERRE @&
(Continued)
(b) Dividends (b) BRE

(i) Dividends payable to equity shareholders of the (i) FRAENERATDROBEEAZRE
company attributable to the year

2020 2019
—Z2-2F —T-nF
RMB’000 RMB’000

ARBTT ARETTT

Interim dividend declared and paid of BEIR &R ERERE = 177,181
RMB nil per ordinary share BRETBARAREZT
(2019: RMB0.038 per ordinary share) ZE-NF  gRERRK
AR#0.0387T)

The final dividend proposed after the end of the reporting ¥R & HIR1& K 2 R EA AR B30 S 70 ¥ o5 HA R 7
period has not been recognised as a liability at the end of RAREME °
the reporting period.

(i)  Dividends payable to equity shareholders of the (i) FREHERIRKMS E—EHRFERNS
company attributable to the previous financial year, BATRMDIFEEAZRE
approved and paid during the year

2020 2019
—E-FF ZESNF
RMB’000 RMB'000

ARET T ARETT

Final dividend in respect of the previous B RFERIE KR 2 H1E

financial year, approved and paid WFE 2 RHRE TR
during the year, of RMB nil per share ARBZT (ZE—NF:
(2019: 0.012 per share) HlRAR0.0127T) = 55,952
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Fo 75 e B
26 CAPITAL, RESERVES AND DIVIDENDS 26 EX - HEERRE @&
(Continued)
(c) Share capital (c) Mm=
Authorised and issued share capital SETE R B EITRA
2020 2019
— 7 —= E Z’—if‘j'lﬁ
Number of Amount Number of Amount
shares HKD shares HKD
ki £
R B BT Bingg BT
Authorised: EE
Ordinary shares of HKD0.005 each & MRE{E0.005/8 T2 L@k 10,000,000,000 50,000,000  10,000,000,000 50,000,000
Issued and fully paid: BETRAR
At 1 January ®—A—H 4,662,666,959 23,313,334 4,662,666,959 23,313,334
Share repurchased REEE - - _ N
At 31 December R+=-—A=+—H 4,662,666,959 23,313,334 4,662,666,959 23,313,334
equivalent equivalent
ige) ik}
RMB’000 RMB’000
ARBTT ARETT
22,337 22,337

The holders of ordinary shares are entitled to receive EEFAE ABHEBRBMARE R ZEE 57
dividends as declared from time to time and are entitled to R A RAATIREAS I8 —2 o Ff

i@

5—
one vote per share at meetings of the Company. All ordinary HBEL@RBREARAATFBEE ST EHZE B ERE
shares rank equally with regard to the Company’s residual 2§

o

assets.
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26 CAPITAL, RESERVES AND DIVIDENDS
(Continued)

(d) Nature and purpose of reserves
(i) Share premium and capital redemption reserve

The application of the share premium and the capital
redemption reserve is governed by the Companies Law of
the Cayman Islands.

(ii) Capital reserve

The capital reserve comprises the following:

- The excess of the consideration paid by the Company
over the aggregate of the nominal value of the share
capital of the subsidiaries acquired under the Group’s
reorganisation;

- The difference between the consideration paid by
the Group to non-controlling interest holders and the
carrying amount of the respective non-controlling
interests; and

- The consideration paid for the purchase of the
Company’s shares under the share award scheme.

(iiiy  Exchange reserve

The exchange reserve comprises all foreign currency
differences arising from the translation of the financial
statements of the entities within the Group whose functional
currency is other than Renminbi. The reserve is dealt with in
accordance with the accounting policy set out in note 1(v).

(iv)  Fair value reserve (non-recycling)

The fair value reserve (non-recycling) comprises the
cumulative net change in the fair value of equity investments
designated at FVOCI under HKFRS 9 that are held at the
end of the reporting period (see note 1(f)).
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26 CAPITAL, RESERVES AND DIVIDENDS
(Continued)

(d) Nature and purpose of reserves (Continued)
(v) PRC statutory reserve

Transfers from retained profits to PRC statutory reserves
were made in accordance with the relevant PRC rules and
regulations and the articles of association of the Company’s
subsidiaries incorporated in the PRC and were approved by
the respective boards of directors.

PRC statutory reserves include general reserve, enterprise
expansion fund, and statutory surplus reserve.

According to the relevant PRC laws and regulations, the
PRC subsidiaries of the Group, which are wholly foreign-
owned enterprises in the PRC, are required to transfer
10% of their profit after taxation, as determined under PRC
Accounting Regulations, to the general reserve fund until the
reserve balance reaches 50% of their registered capital. The
transfer to this reserve must be made before distribution of
a dividend to shareholders. Moreover, they are required to
transfer a certain percentage of their profit after taxation, as
determined under PRC GAAP, to the enterprise expansion
fund.

The general reserve fund can only be used to make good
previous years’ losses upon approval by the relevant
authority. The enterprise expansion fund can only be used
to increase the entity’s capital or to expand its production
operations upon approval by the relevant authority.

Statutory surplus reserve can be used to reduce previous
years’ losses, if any, and may be converted into paid-up
capital, provided that the balance of the reserve after such
conversion is not less than 25% of the registered capital of
the subsidiaries.
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26 CAPITAL, RESERVES AND DIVIDENDS
(Continued)

(d) Nature and purpose of reserves (Continued)
(vi)  Distributability of reserves

Under the Companies Law of the Cayman Islands, the share
premium of the Company may be applied for payment of
distributions or dividends to shareholders provided that
immediately following the date on which the distribution or
dividend is proposed to be paid, the Company is able to pay
its debts as they fall due in the ordinary course of business.

The aggregate amount of distributable reserves of the
Company as at 31 December 2020 was RMB1,426,459,000
(2019: RMB1,338,806,000).

(e) Capital management

The Group’s primary objectives when managing capital
are to safeguard the Group’s ability to continue as a going
concern, so that it can continue to provide returns to
shareholders and benefits for other stakeholders, by pricing
products and services commensurately with the level of risk
and by securing access to the finance at a reasonable cost.

The Group actively and regularly reviews and manages its
capital structure to maintain a balance between the higher
shareholder returns that might be possible with higher levels
of borrowings and the advantages and security afforded
by a sound capital position, and makes adjustments to the
capital structure in light of changes in economic conditions.

The Group monitors its capital structure on a basis of a net
debt-to-capital ratio. For this purpose, adjusted net debt is
defined as total debt (which includes total interest-bearing
borrowings) less cash and cash equivalents and deposits
with banks. Capital comprises all components of equity.
The net debt-to-capital ratio as at 31 December 2020 is
(85)% (2019: (88)%). During 2020, the Group’s strategy was
unchanged from 2019.

Neither the company nor any of its subsidiaries are subject
to externally imposed capital requirements.
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27 COMMITMENTS

Capital commitments

Capital commitments outstanding as at 31 December 2020
not provided for in the financial statements were as follows:
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27 &I

BTN
RIE_EF+_A=+t—HBHARETEYLE
R B RANFTIRBEE 2 EAFATERIIOT

2020 2019
—E-EF ZT—NF
RMB’000 RMB’000
ARBT T ARETTT
Contracted for B2 &4 12,288 35,703
28 MATERIAL RELATED PARTY 28 EABEIXRS
TRANSACTIONS
(a) Key management personnel compensation and (a) EEEEASREMRBEBRENET
post-employment benefit plans £l

Remuneration for key management personnel of the
Group, including amounts paid to the Company’s directors
as disclosed in note 7 and certain of the highest paid
employees as disclosed in note 8, is as follows:

AEETEZERABFHERENTARAES
228 (MHE7TRE) RETR=SFHMES (R°
FfFE8#EE) T :

2020 2019

—ECZF —T—-NF

RMB’000 RMB’000

ARET T ARBTT

Short-term employee benefits EHEERT 13,001 24,746
Post-employment benefits BEBR 12 1= A 64 64
13,065 24,810

Total remuneration is included in
5(b)).

“staff costs” (see note

FNEBEeEERIEINA] A (F2RME

5(b)) e
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28 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(b) Recurring transactions

28 ERXBEIRS (&)

(b) KEMEXZ

The Group ZINCSE]
2020 2019
—E-EHE ==
RMB’000 RMB’000
ARBT T ARBTTT
Shop design and decoration services M g FERREER A
provided to Shanghai Xinyu Fine (I#FFEE ) BHE 2 EHERS
Watch Service Co., Ltd. (“Xinyu Group”) K EAE RS 26,118 22,230

The directors of the Company are of the opinion that the
above transactions with related parties were conducted
in the ordinary course of business, on normal commercial
terms and in accordance with the agreements governing
such transactions.

(c) Applicability of the Listing Rules relating to
connected transactions

The related party transactions in respect of the directors’
remuneration and shop design and decoration services
provided to Xinyu Group constitute continuing connected
transactions as defined in Chapter 14A of the Listing Rules,
and the Company confirms that it has complied with the
applicable disclosure requirements in Chapter 14A of the
Listing Rules in respect of the relevant transactions.
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29 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES

Exposure to credit, liquidity, interest rate and currency risks
arises in the normal course of the Group’s business. The
Group is also exposed to equity price risk arising from its
equity investments in other entities.

The Group’s exposure to these risks and the financial risk
management policies and practices used by the Group to
manage these risks are described below.

(a) Credit risk

Credit risk refers to the risk that a counterparty will default
on its contractual obligations resulting in a financial loss to
the Group. The Group’s credit risk is primarily attributable to
trade and other receivables. The Group’s exposure to credit
risk arising from cash and cash equivalents and deposits
with banks is limited because the counterparties are
major banks and financial institutions, for which the Group
considers to have low credit risk. Management has a credit
policy in place and the exposure to credit risk is monitored
on an ongoing basis.

In respect of trade and other receivables, individual credit
evaluations are performed on all customers requiring credit
over a certain amount. These evaluations focus on the
customer’s past history of making payments when due and
current ability to pay, and take into account information
specific to the customer as well as pertaining to the
economic environment in which the customer operates.
Trade receivables are due within 30 to 180 days from the
date of billing. Debtors with balances that are more than
1 month past due are requested to settle all outstanding
balances before any further credit is granted. Normally, the
Group does not obtain collateral from customers.

Trade receivables

The Group measures loss allowances for trade 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.
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29 FINANCIAL RISK MANAGEMENT AND 29 HBREBREERDAME @)
FAIR VALUES (Continued)
(a) Credit risk (Continued) (a) FERMRK (&)
Trade receivables (Continued) EWE SRR (&)
The following table provides information about the Group’s THRIISEBEASEREKE S RERABENE
exposure to credit risk and ECLs for trade receivables: ERBREREEEEER :
2020
—EEF
Gross
Expected carrying Loss
loss rate amount allowance
FEHRIB K HERTEE EERE
% RMB’000 RMB’000

Batt ARBTT AR®ET

Current (not past due) BUER (R El) 0.01% 151,640 15

Less than 3 months past due #8183 E A 0.1%-2% 19,891 199
More than 3 months but less than & Hi#B:@31E A

12 months past due BALR121E A 1%-20% 18,815 3,617

More than 12 months past due B HRER A 1 21E A 25%-100% 3,540 2,858

193,886 6,689

2019
—E-NEF
Gross

Expected carrying Loss

loss rate amount allowance

TRERR R X HARRE(E gt ]

% RMB’000 RMB’000

AL AR®ETT ARETT

Current (not past due) BNHE (R#1ER) 0.01% 131,983 2
Less than 3 months past due B8R A 31E A 0.1%-2% 23,757 261

More than 3 months but less than % Hi#R:@31E A
12 months past due B R121E B 1%-20% 7,152 1,469
More than 12 months past due 1 HA R 8 1 21E A 25%-100% 2,775 2,716
165,667 4,448
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29 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(a) Credit risk (Continued)
Trade receivables (Continued)

Expected loss rates are based on actual loss experience
over the past three years. These rates are adjusted to reflect
differences between economic conditions during the period
over which the historic data has been collected, current
conditions and the Group’s view of economic conditions
over the expected lives of the receivables.

Movement in the loss allowance account in respect of trade
receivables during the year is as follows:
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29 BIREREERAAE(E)

(a) fEERE &)

FEW & 5 BRAK (48
BHEARZAT=FNERBELRTE -
% R R T B A I R W R B S SR BT 2
ROBARI B B SUIA R AN 52 B 4 R W R IR TR
HER2EBERRANBEZRNER -

FRNEBAEWE ZEFNEBREER 2 Z8N
s s

2020 2019

g et i —E-NEF

RMB’000 RMB’000

AREET T ARBTT

Balance at 1 January R—RA—BZ#&#% 4,448 4,292
Impairment losses recognised during the year FANBEHERBEERE 2,407 156
Disposal of subsidiaries HEHBA A (166) =
Balance at 31 December Rt-—A=+—B2#&% 6,689 4,448

The following significant changes in the gross carrying
amounts of trade receivables contributed to the increase in
the loss allowance during 2020:

= increase in days past due over than 3 months but less
than 12 months resulted in an increase of loss
allowance of RMB2,148,000; and

= increase in days past due more than 12 months resulted
in an increase in loss allowance of RMB142,000.

= decrease in days past due less than 3 months resulted
in a decrease in loss allowance of RMB62,000.

- increase in current resulted in a increase in loss
allowance of RMB13,000

Other receivables

Impairment of other receivables are measured as either
12-month ECL or lifetime expected credit loss, depending on
whether there has been a significant increase in credit risk
since initial recognition. Impairment losses of RMB1,147,000
have been reversed during the year.

NTREESEFERAECEAEHEH
T _TFEHM BEEREEN

- BHAERBI(E A E D 1208 A 8y REE AN
BHERREEIMNARE2148,0007T
&

= 160 B AR 1B 1 21 B /Y oK BRI A0 2R S 48
#5310 A R #5142 0007 °

- BEIDRBMEA KRB D BB EE R
A AR #62,0007T °

N BNERAY R S8 B B E BB AL N AR
#13,0007T °

H b fE W R E

H b e W IBERE Jh iz 128 AT EEEIE
BEGFTEREHEEEETE  SEERARE
LEVISHERURBZELEAME - ERFAE
EURERE A R#1,147,0007T °
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29 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)
(b) Liquidity risk

Liquidity risk is the risk that the Group will not be able to
meet its financial obligations as they fall due. The Group’s
policy is to regularly monitor its liquidity requirements
and its compliance with lending covenants, to ensure
that it maintains sufficient reserves of cash and adequate
committed lines of funding from banks to meet its liquidity
requirements in the short and longer term.

29 HEKERMEERAAME®)
(b) ARBESRMRE

nBELEAREAEEEEZNABITMHAEL
MER - AEENBERECHERERDESD
FERNEBETEER  MEREGHEFHNR
ERERARTIGENAREERE - BUAE
NREHPNRBDESHK

For the year ended 31 December 2020
BECRCRETCACT-ALEE

Within Within Within
1 year 2 years 5 years Undiscounted
or on but over but over Over  contractual Carrying
demand 1 year 2 years 5 years cash flow amount
LR 2N SEHM RERAH
AEER  BEBIE  (BEEE BisE RERE KEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARRTR  ARBTR ARMTR ARETn  ARETR  AR%TR
Trade and other payables excluding EREAESN RAMERNFE
contract liablties (TefEanak) 107,341 - - - 107341 107341
Secured interest-bearing loans ERASRER 2,741 5,022 14,678 9,246 31,687 29,918
110,082 5,022 14,678 9,246 139,028 137,259
For the year ended 31 December 2019
HE-F-NE+-A=t-ALFE
Within Within Within
1 year 2 years 5 years Undiscounted
oron hut over but over Over  contractual Carrying
demand 1 year 2 years 5 years cash flow amount
18R 2E IR SEIR ARHAD
FEEX  EBEIF  BREF 5 Reng BEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TL  ARETT  ARETRr  ARETR  ARETR  AR%RTR
Trade and other payables excluding ENRSEHRAMENFE
contract liabiliies (FEREanER) 205,549 - - - 205,549 205,549
Secured interest-bearing loans ERAARER 57,582 5892 17,199 61,649 142,322 129,359
Unsecured interest-bearing loans EEAARER 87,712 - - = 87,712 87,258
350,843 5,892 17,199 61,649 435,583 422,166
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29 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(c) Interest rate risk

Interest rate risk is the risk that the fair value or future cash
flows of a financial instrument will fluctuate because of
changes in market interest rates. The Group’s interest rate
risk arises primarily from interest-bearing loans.

Borrowings issued at variable rates and fixed rates expose
the Group to cash flow interest rate risk and fair value
interest rate risk respectively. The interest rates and maturity
information of the interest-bearing bank loans disclosed in
note 29(c)(i) and note 21 respectively.

The Group’s policy is to manage its interest rate risk to
ensure there are no undue exposures to significant interest
rate movements and rates are relatively fixed. The Group
does not account for any fixed rate financial liabilities at fair
value through profit or loss, and the Group does not use
derivative financial instruments to hedge its debt obligations.
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(i) Interest rate profile (i) =GR
At the reporting date the interest rate profile of the Group’'s AEBRFEBEHZTES T AR ERER M
interest-bearing financial instruments was: T
2020 2019
- i 22 “FNF
Effective Effective
interest rate interest rate
BERFZE RMB’000 B = RMB'000
% ARBT R % ARETT
Fixed rate instruments EENEIA
Secured interest-bearing loans BHRMHEER - 5.10% 39,950
Unsecured interest bearing loans &85t 2 B2k - 3.59% 62,783
- 102,733
Variable rate instruments EFETA
Secured interest-bearing loans  AEMFEEH 1.4% - 1.75% 29,918 1.70% - 3.06% 89,409
Unsecured interest-bearing loans &85t 2 B3k - 1.89% 24,475
29,918 113,884
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29 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(c) Interest rate risk (Continued)

(ii) Sensitivity analysis

At 31 December 2020, it is estimated that a general
increase/decrease of 100 basis points in interest rates, with
all other variables held constant, would have increased/
decreased the Group’s (loss)/profit after tax and decreased
retained profits by approximately RMB239,000 (2019:
RMB1,631,000). Other components of consolidated equity
would not be affected in response to a general increase/
decrease in interest rates.

The sensitivity analysis above indicates the annualised
impact on the Group’s interest expense that would arise
assuming that the change in interest rates had occurred
at the end of the reporting period and had been applied to
floating rate instruments which expose the Group to cash
flow interest rate risk at that date. The analysis does not take
into account exposure to fair value interest rate risk arising
from fixed rate instruments as the Group does not hold any
fixed rate instruments which are measured at fair value in
the financial statements. The analysis is performed on the
same basis as 2019.

(d) Currency risk

The Group is exposed to currency risks primarily through
sales, purchases and borrowings that are denominated in a
currency other than the functional currency of the operations
to which they relate. The currencies giving rise to this
risk are primarily RMB and HKD. In respect of monetary
assets and liabilities denominated in foreign currencies, the
Group’s policy is to ensure that its net exposure is kept to
an acceptable level by buying or selling foreign currencies
at spot rates when necessary to address short-term
imbalances.

RMB is not freely convertible into foreign currencies. All
foreign exchange transactions involving RMB must take
place through the People’s Bank of China or other institutions
authorised to buy and sell foreign exchange. The exchange
rates adopted for the foreign exchange transactions are the
PBOC rates.
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29 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(e) Equity price risk

The Group is exposed to equity price changes arising from
equity investments held for strategic purposes (see note 15).

The Group’s major equity investments are listed on the
Stock Exchange and are included in the Hang Seng Index.
Listed investments held in the equity securities designated
as FVOCI portfolio have been chosen based on their longer
term growth potential and are monitored regularly for
performance against expectations.

At 31 December 2020, it is estimated that an increase/
decrease of 10% (2019: 10%) in the share price would
have increased/decreased the Group’s fair value reserve by
approximately RMB51,491,000 (2019: RMB40,018,000).

The sensitivity analysis above indicates the instantaneous
change on the Group’s fair value reserve that would arise
assuming that the changes in the share price had occurred
at the end of the reporting period and had been applied to
re-measure those financial instruments which expose the
Group to equity price risk at the end of the reporting period.

(f)  Fair value measurement
(i) Financial assets and liabilities measured at fair value

Fair value hierarchy

The following table presents the fair value of the Group’s
financial instruments measured at the end of the reporting
period on a recurring basis, categorised into the three level
fair value hierarchy as defined in HKFRS 13, Fair value
measurement. The level into which a fair value measurement
is classified is determined with reference to the observability
and significance of the inputs used in the valuation
technique as follows:

- Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at the
measurement date.

- Level 2 valuations: Fair value measured using Level 2
inputs i.e. observable inputs which fail to meet Level
1, and not using significant unobservable inputs.
Unobservable inputs are inputs for which market data
are not available.

- Level 3 valuations: Fair value measured using
significant unobservable inputs.
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29 FINANCIAL RISK MANAGEMENT AND 29
FAIR VALUES (Continued)

(f) Fair value measurement (Continued) ()
(i) Financial assets and liabilities measured at fair value (i)
(Continued)
Fair value hierarchy (Continued) N
Fair value at

HMRREERARE &)

DREFE (&)

AREFEBCEREERAE (&)

o
B
N

BELERERE (&)

Fair value measurement as at
31 December 2020 categorised into
R=Z=FF+=-A=1—H
BT Bz D RETE

31 December

2020 Level 1 Level 2 Level 3
R-Z-EfF
t=A=t—-H
PN | B— et 11 B=R
RMB’000 RMB’000 RMB’000 RMB’000
ARET T AREET T AREET T AREET T
The Group REE
Other investments (note 15):  EAi%& (fiz15) :
Equity investments BRI E 516,398 514,913 - 1,485
Fair value measurement as at
31 December 2019 categorised into
R_E-h&E+-A=+—H
BTz AREFE
Fair value at
31 December
2019 Level 1 Level 2 Level 3
—T-NF
+-A=+—H
PN 21 Et 2=
RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARETTT ARETTT ARETFT
The Group REH
Other investments (note 15):  EHi%& (f15115) :
Equity investments BAKE 400,184 400,184 -
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29 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(f)  Fair value measurement (Continued)

(i) Financial assets and liabilities measured at fair value
(Continued)

Fair value hierarchy (Continued)

At 31 December 2020, the financial instruments of the
Group carried at fair value were equity securities of
RMB514,913,000 (2019: RMB400,184,000) listed on the
Stock Exchange (see note 15). These instruments are
measured at fair value on a recurring basis and their
fair value measurements fall into Level 1 of the fair value
hierarchy described above.

During the year ended 31 December 2020, there was no
transfer between Level 1 and Level 2, or transfer into or out
of Level 3.

(ii) Fair value of financial assets and liabilities carried at
other than fair value

The carrying amounts of the Group’s financial instruments
carried at cost or amortised cost were not materially different
from their fair values as at 31 December 2020 and 2019.

(9) Estimation of fair values

Fair value estimates are made at a specific point in time and
based on relevant market information and information about
the financial instrument. These estimates are subjective in
nature and involve uncertainties and matters of significant
judgement and therefore cannot be determined with
precision. Changes in assumptions could significantly affect
the estimates.

The following methods and assumptions were used to
estimate the fair value for each class of financial instruments:

(i) Cash and cash equivalents, trade and other
receivables, and trade and other payables

The carrying values approximate fair value because of the
short maturities of these instruments.

(ii) Interest-bearing bank loans

The carrying amounts of bank loans approximate their fair
value based on the borrowing rates currently available for
bank loans with similar terms and maturity.
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S0 75 R B RE
30 COMPANY-LEVEL STATEMENT OF 30 2EEHBMBAMRRE
FINANCIAL POSITION
2020 2019
—ECEF —T-NF
Note RMB’000 RMB’000
KiaE ARET T AR ES ST
Non-current assets FEREEE
Other investments HakE 358,010 229,943
Interest in subsidiaries NI B AT 2R 14 1,908,961 2,046,338
2,266,971 2.276,281
Current assets REEE
Trade and other receivables U E 5 BR 7k K EAth e U 2R TR 2,518 7,812
Cash and cash equivalents HeMREeEEY 277,388 507,240
279,906 515,052
Current liabilities REEE
Trade and other payables BT E 5 AR E b B S 5178 1,415,170 1,665,172
Current taxation | AmEgpm - 20m
Net current liabilities nBEEFHE (1,135,264) (1,152,131)
TOTAL NET ASSETS EEFEAE 1,131,707 1,124,150
CAPITAL AND RESERVES B # S 26(a)
Share capital B AR 22,337 22,337
Reserves H1E 1,109,370 1,101,813
TOTAL EQUITY FEEAAER 1,131,707 1,124,150

Approved and authorised for issue by the board of directors

on 23 March 2021.

Zhang Yuping
Executive Director
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Huang Yonghua

Executive Director
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31 IMMEDIATE AND ULTIMATE
CONTROLLING PARTY

As at 31 December 2020, the directors consider the
immediate parent and ultimate controlling party of the
Group to be Best Growth International Limited, which is
incorporated in the British Virgin Islands. This entity does
not produce financial statements available for public use.

32 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE ANNUAL ACCOUNTING YEAR
ENDED 31 DECEMBER 2020

Up to the date of issue of these financial statements, the
HKICPA has issued a number of amendments and a new
standard, HKFRS 17, Insurance contracts, which are not yet
effective for the year ended 31 December 2020 and which
have not been adopted in these financial statements. These
developments include the following which may be relevant
to the group.
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31 EERSXRESR

EEZRA R-_F_ZFt_A=+—B8 XK
SEZEERSR T&Eiﬁ %UF%E@E%FEﬁ
HEEMRINEZEERARD
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32 HE-E-_EFS+-A=1+-—

Lk 5 4B 4 4 o 2 A
AT - 7 B B2 FR RO
ye

BERSHBBRRTNEAY  HEQTNAE
ERMBORERT K —HFIEER — BEBM B
FERNEITH - RRAEK o WHFEFT MZ B
BEARBE_ZF_FTF+_A=+—HLHF
ERARER  TARZEVBREPEMD - %
FRHBETIIMEEAEEEHEE -

Effective for
accounting periods
begirming on or after

SRS ER AR

Amendments to HKFRS 3, Reference to the Conceptual Framework

BB EERIE 3% (IEETK) - LNz et
Amendments to HKAS 16, Property, Plant and Equipment:
Proceeds before Intended Use

BBEERE

BB EETERIEI7H (BETE) - BIREH) — EREHZA

Amendments to HKAS 1, Classification of Liabilities as Current or Non-current

BB EEERIE 19 (IBF]K) » BESHERBRBHIFTE
Amendments to HK-int 5, Amendments to HKAS 1

BB EESY (IBE]K) - BEEE2ERIE 19 (1B5T2)
Annual Improvements to HKFRSs 2018-2020 Cycle

B BB BHEER —F -\ ZE - E_FF R FEH#E

The Group is in the process of making an assessment of
what the impact of these developments 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 consolidated financial statements.

E16%% (155T2) » YMIF - BERRIE - R EREHZ 5. il E
Amendments to HKAS 37, Onerous Contracts — Cost of Fulfilling a Contract

1 January 2022
—E_—_%#—H—H
1 January 2022

T e F =8
1 January 2022
—E-_—_%—HF—H
1 January 2023
—=%—H—H
1 January 2023
—E-=%—HF—H
1 January 2022
== —EE—E—=[8

AEETAMMEFAYRZFZH N B RERBRE
AREENTE C5EHTRARFEY T
RAESHEAVBRRELTEATE -
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CORPORATE INFORMATION
G -v

STOCK INFORMATION

Place of Listing: Main Board of The Stock Exchange of
Hong Kong Limited

Stock Short Name: Hengdeli

Stock Code: 3389

Company Website: www.hengdeligroup.com

BOARD OF DIRECTORS

Executive Director

Mr. Zhang Yuping (Chairman)
Mr. Huang Yonghua
Mr. Lee Shu Chung Stan

Non-executive Directors
Mr. Shi Zhongyang

Independent Non-executive Directors

Mr. Cai Jianmin
Mr. Wong Kam Fai,William
Mr. Liu Xueling

AUDIT COMMITTEE

Mr. Cai Jianmin (Committee Chairman)
Mr. Wong Kam Fai,William
Mr. Liu Xueling

REMUNERATION COMMITTEE

Mr. Liu Xueling (Committee Chairman)
Mr. Cai Jianmin
Mr. Zhang Yuping

NOMINATION COMMITTEE

Mr. Zhang Yuping (Committee Chairman)
Mr. Cai Jianmin
Mr. Liu Xueling
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COMPANY SECRETARY
Mr. Ng Man Wai (CPA, FCCA)

REGISTERED OFFICE

Cricket Square Hutchins Drive
P.O. Box 2681 Grand Cayman KY1-1111
Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

Room 301, 3/F, Lippo Sun Plaza
28 Canton Road, Tsim Sha Tsui, Kowloon, Hong Kong

Correspondence Address

Unit 3806-09, Tower 6, The Gateway,
Harbour City, Tsim Sha Tsui, Kowloon, Hong Kong

AUDITOR

ZHONGHUI ANDA CPA Limited

Certified Public Accountants

Unit 701-3 & 8, 7/F, Citicorp Centre

18 Whitfield Road, Causeway Bay, Hong Kong

LEGAL ADVISORS

As to Hong Kong Law

Gallant

5/F, Jardine House

1 Connaught Place, Central, Hong Kong

As to PRC Law

Beijing Kangda Law Firm

2301, CITIC Building

No.19 Jianguomenwai Street, Chaoyang District
Beijing, the PRC

CORPORATE INFORMATION

AV E R

NEIME
RXIEIHE (CPAFCCA)

SR

Cricket Square Hutchins Drive

P. O. Box 2681 Grand Cayman KY1-1111
Cayman Islands

HMMEERERBIEER MR

BRNBERY HERE285
NEARGESIEI0NE

1 21| b 2k
BB NFERADE G ER
BRI E 55 6F£3806-09F

B BUEm

REREG I ESHERAA
HEEHE
EBMRERIKE 18R BEEBTLTIE
701-3 & 8%

R
R

AR AR 2 F 5 AT
BB RELES T
Rk ESE

R BERR

LR TR ERM BT
Bl R A =
ZEIPIINRET 1958

B RE2301E

FRAERA RAT R REER 195



CORPORATE INFORMATION
N AEVEHR

HONG KONG SHARE REGISTRAR AND FHERMNWBFEEREE
TRANSFER OFFICE
Computershare Hong Kong Investor Services Limited BBPREBESFZLARAT

BB BT 2/ NER1835%
SFALTBI7T12E 17165848

Shops 1712-1716, 17th Floor, Hopewell Centre

183 Queen’s Road East, Wanchai, Hong Kong

CAYMAN ISLANDS PRINCIPAL SHARE HEHEBEIFERONBFERLE
REGISTRAR AND TRANSFER OFFICE
Suntera (Cayman) Limited

Suite 3204, Unit 2A, Block 3, Building D

P.O. Box 1586, Gardenia Court, Camana Bay

Suntera (Cayman) Limited

Suite 3204, Unit 2A, Block 3, Building D

P.O. Box 1586, Gardenia Court, Camana Bay
Grand Cayman, KY1-1110, Cayman Islands

Grand Cayman, KY1-1110, Cayman Islands

INVESTORS INQUIRY

Ms. Gao Shi

Unit 3806-09, Tower 6, The Gateway, Harbour City
Tsim Sha Tsui, Kowloon, Hong Kong

Tel: (852) 2921 9607
Fax: (852) 2375 8010
Email: shi.gao@hengdeligroup.com

MEDIA INQUIRY

Ms. Claudia Wang
Unit 3806-09, Tower 6, The Gateway, Harbour City
Tsim Sha Tsui, Kowloon, Hong Kong

Tel: (852) 2921 9667
Fax: (852) 2375 8010
Email: claudia.wang@hengdeli.com.hk

Ms. Kelly Fung
Unit 2301, 23rd Floor, The Centrium
60 Wyndham Street, Central, Hong Kong

Tel: (852) 3150 6763
Fax: (852) 3150 6728
Email: kelly.fung@pordahavas.com
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