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FINANCIAL HIGHLIGHTS

FINANCIAL PERFORMANCE
Revenue
Gross profit margin (%)

Profit/(loss) attributable to owners of the parent
Net profit margin (%)

KEY FINANCIAL INDICATORS

Cash and cash equivalents

Net current assets

Total assets

Total liabilities

Inferestbearing bank borrowings

Equity atiributable fo owners of the parent

Current ratio (fimes)
Gearing ratio
Basic earnings/(loss) per share (HK cents)

Annual Report 2020

2019 +/1)
HK$'million Change
1,058 (11.5%)
49.3%
(239) N/A
N/A
554 (34.3%)
400 23.3%
1,509 0.4%
568 (17.4%)
107 [100%)
Q41 11.2%
1.78
0.11
[19.9)
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MANAGEMENT DISCUSSION AND ANALYSIS

PERFORMANCE

The Group reported a profit for the year ended 31 December 2020 of approximately HK$53.9 million [year ended 31
December 2019: loss of HK$238.8 million). The Group's turnover for the current year decreased by 11.5% to HK$936.5
million (year ended 31 December 2019: HK$1,058.4 million) due to the delay in completion of cerfain systems integration
contracts and decrease in demand of font library and printing products under the impact of COVID-19 pandemic. Gross profit
for the current year decreased by 14.9% to HK$443.9 million compared with last year's HK$521.6 million. Gross profit ratio
decreased from 49.3% for the last year to 47.4% for the current year as a result of decrease in proportion of sales of font library
business with higher gross profit margin.

The profit for the year was mainly the net results of:

a. a decrease in the gross profit by 14.9% to approximately HK$443.9 million (year ended 31 December 2019:
HK$521.6 million);

b. impairment of loan receivables of approximately HK$436.1 million in prior year [year ended 31 December 2020: Nil)
mainly due to default in entrusted loans to IEATT IEEEBAR 7] (Peking University Founder Group Company Limited*)
("Peking Founder”), a substantial shareholder of the Company;

c. a decrease in other income and gains by 30.0% to HK$66.1 million (year ended 31 December 2019: HK$94 4
million) affributable to the decrease in other interest income as a result of decline in the interests from entrusted loans due
to certain defaults;

d. a decrease in tofal selling and disfribution expenses and administrative expenses by 14.0% to HK$285.4 million [year
ended 31 December 2019: HK$332.0 million) as a result of strict control on expenses imposed by the management;
and

e. a decrease in tax credit by HK$109.0 million to HK$ 1.7 million year ended 31 December 2019: HK$110.7 million) as
a result of decline in deferred tax effect on impairment of entrusted loan receivables.

Basic and diluted eamings per share for the year was HK4.5 cents [year ended 31 December 2019: loss of HK19.9 cents).

OPERATING REVIEWW AND PROSPECTS

Operating Review

Font Library Business

Against the backdrop that China is vigorously propelling cultural creative industries, the value of fonts has been recognized by
more and more enterprises and the public. Meanwhile, with increasingly intense competfition in the industry, new font design
companies and individual font designers came info the font library market one after another. In 2020, to cope with fierce
domestic and overseas competition as well as the exceptional effect of the COVID-19 pandemic, Founder font library has made
a number of affempts in terms of marketing methods:

1) Font library copyright aspect: As a leading enterprise in the field of copyright, 1L X IEEFBR AR (Beijing Founder
Electronics Co., lid.*) ("Founder Electronics”), the wholly-owned subsidiary of the Company, was recognized as a
"National Copyright Demonstration Unit" by the National Copyright Administration. It organized a charitable activity by
launching the “free authorized fonts for fighting COVID-19" (1R & &% B X #EF88) to the public during the pandemic,
which was included in the “Copyright Gift Sef for Fighting COVID-19" (FuZhR#EX1E 8] of the Capital Copyright Industry
Alliance. The judgment for the suit against the “Fonts Web” (F#848) filed by Founder Electronics for its infringement of our
copyright of the font library came info effect. It was ruled that the unauthorized downloading of Founder fonts provided by
the “Fonts VWeb" constituted an infringement of copyright, which has become a typical reference case for the protection of
copyright of fonts.

4 FOUNDER HOLDINGS LIMITED Annual Report 2020



MANAGEMENT DISCUSSION AND ANALYSIS

2) Font design aspect: In 2020, the digitalization of classic calligraphy from different dynasties has become our priority in
font design. Founder Electronics launched 15 exquisite Chinese font libraries, including the “Yan Zhenging-style Regular
Script Font (EEEIEE)", “Lliv Gongquan-style Regular Script Font (M1 AHEREE)" and “Su Shi-style Semi-cursive Script Font
(##17TE)". Based on the preference of young users and market demand, it designed dozens of creative handwriting
fonts, such as the “Flying Glimpse Font (B7842)" ond the “Energetfic Yan Zhengingstyle Font (S1EE&E)". It also worked
with “"Hakusyu Font”, which is a renowned Japanese creative handwriting font library. By joining hands with the famous
Japanese font library company Fontworks, Founder developed the Chinese version of its classic Japanese fonts and rolled
out 41 fonts under cooperation so far. In addition, it collaborated with niche font companies, such as Black[Foundry] and
Cadson Demak, for the first time to infroduce over 100 new fonts for Thai, Greek and other minority languages. In 2020,
Founder Electronics added 321 fonts fo its product portfolio, which now comprises 2,339 Chinese fonts in different
encodings.

Furthermore, as enferprises increasingly recognized the importance of exclusive fonts in brand promotion, our customized
font business grew significantly. In 2020, the font cusfomization team of Founder font library provided services for 12
wellknown customers from a wide range of industries, which included JD.com, Coca-Cola China, the Chinese Football
Association Super league, Changan Auto, vivo and the One Foundation.

3) Font design technology aspect: A breakthrough in Al-assisted font design fechnology was achieved. leveraging artificial
intelligence, we ensured fonf quality and improved the development efficiency of key design projects, such as the “Exquisite
Chinese Font Library Project (R ZEXE ¥ & T2)" and other font customization projects. Keeping pace with globalization,
we strengthened the research and development and the application of variable font technology. To fully explore the use
of this cuttingedge technology, we launched 12 different styles of variable fonts in 2020, which included the “Founder
Variable Creative Gothic Font (77 IERI &I 2)", “Founder Variable Rounded Gothic Font (77 IERAT & KE2)" and “Founder
Variable Elegant Songstyle Regular Script Font (75 1F °] Z R HEHER)".

4) Marketing and service aspect: On the basis of consolidating and expanding the cooperation with major corporate
customers, Founder Electronics continued to scale up targeted marketing, increased collaboration with design companies
and advertising firms, and enhanced the influence of its “love-dynamic Font [{LBIFEE)" service model. It also pushed
forward the establishment of the comprehensive three-in-one service system comprising the official website of Founder font
library, “Font + (F50)" mobile APP and “Font +" PC client end.

5) Promotion aspect: Taking info account pandemic control and prevention, Founder Electronics made ifs first attempt in
brand promotion through online streaming. In 2020, it held 8 live streams on Bilibili, with a peak viewer count exceeding
100,000 for each session. Combining online and offline means, Founder Electronics live-streamed the launch ceremony
of "Beauty in Chinese Calligraphy-Exquisite Chinese Font Library Project Charity Program (F3EH & — R ERS 7 &
TERzMEMETE" on Xinhuanet, Douyu and Bilibili, which afiracted an online audience of more than 1.3 million. It
also broadcasted the “Founder Font Design Convention 2020 (/5 1E2020F 8851 K &) live on Weibo, where over 4
million viewers joined the annual event via online and offline channels.

The above measures enhanced the professional image and industry-leading position of Founder font library. At the same time,
they raised public awareness of our young and infernational brand. The increasing recognition and appreciation for Founder font
library will lay a solid foundation for its future innovation and development.

Printing Business

The printing industry of China has enfered a new window period of fransformation and development, as well as new opportunity
nurturing. Following the direction of development of the printing indusiry in @ manner of “environmentalization, digitalization,
intellectualization and integration” proposed in the 13th Five-Year Plan, the printing industry has adhered to the principle of
infegrity and innovation, in order fo promote technological advancement and accelerate digital fransformation and upgrade of
the industry, with a view to facilitating high-quality industry development on an ongoing basis. Facing the new situation and the
impact of the pandemic, the competent authority of the prinfing indusiry has proposed to “nurture new opportunity in difficulties
and open new doors amid changes”, with a view fo taking initiative in indusiry development by giving guidance in tuming
obstacles info opportunities.

Annual Report 2020 FOUNDER HOLDINGS LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

As a representative enterprise manufacturing printing equipment and providing general software and hardware solutions in China,
b w5 EENEEIS AT AR QA (Beijing Founder EasiPrint Digital Technical Co., ltd.*) ("Founder EasiPrint”), the wholly-owned
subsidiary of the Company, has captured the opportunity arising from the transformation of the printing industry by building cultural
confidence of national brands and insisting on innovative strategies, thereby fully leveraging its strength of in-house research and
development in printing fechnology accumulated since the times of VWang Xuan. Together with its sharp industry insight, Founder
EasiPrint has made strenuous efforts in the market of high-speed inkjet prinfing.

For prinfing companies and the media, 2019 was the first year of high-speed inkjet printing for China. High-speed inkjet prinfing
has broken through the market limitation of publishing and printing, which was originally and mainly subject to demand, and has
been promoted and applied fo different extents in the fields of commercial printing and digital fast printing. The Founder EagleJet
P5600 and P4400 high-speed inkjet printers launched by Founder EasiPrint have become the market pioneers and leading
products in this wave of inkjet printing. These models are able to ensure quality and stability while reducing the manufacturing
cost and daily operation cost of high-speed inkjet printing, so as fo build an ecosystem of inkjet printing, thereby helping printing
enterprises realize profits with the use of high-speed inkjet printing equipment. According fo the investigation of industry media,
the domestic market share of Founder Eaglelet high-speed inkjet printing equipment is over 50% now, indicating that it is well
recognized by its users and the market.

1) Marketing aspect: In 2020, the printing indusiry was affected o a certain extent due to the sudden outbreak of the
COVID-19 pandemic. In spite of if, Founder EasiPrint has adopted a prudent approach on its printing business and
devoted strenuous efforts in the improvement of its capabilifies and enhancement of technologies and products since its
resumption of business in mid-February. Starting from lafe April 2020, equipment sales and insfallation orders began tfo
grow steadily when the pandemic was still severe. From August 2020, the COVID-19 outbreak was slowing down in
China and the market demand for new printing equipment rallied. With excellent printing quality, efficient and green
production process, outstanding stability, and extensive sales and service network across the country, our black and white
inkjet printers in the Founder Eaglelet P series maintained the leading position in the domestic market of high-speed inkjet
printing equipment.

2) Product research and development aspect: In 2020, Founder EasiPrint has continued to invest in the research and
development of inkjet printing technology and smart production system. It has made efforts in the research and
development of Founder Eaglelet high-speed inkjet production line, in order fo enrich the product pipelines on an ongoing
basis. In the second half of 2020, our products covered low-end and normal black and white printing to high-end and
exquisite colour printing. On top of variable inkiet digital producf series, Founder EasiPrint launched new equipment fo
satisfy market demands for high-speed coding, thereby further consolidating and developing ifs position in the variable
coding market. Founder EasiPrint has enhanced and expanded its digital printing capability in the government printing
market by supporting domestic operation systems and upgrading two-colour machines. It has also cooperated with
domestic and infernational companies by adopting the open software strategy, so as to maximize the core value of
Founder software and signiﬁconﬂ\/ increase the market share. In addition, with further promotion of the Founder Yunshu
Cloud Platform for Books and Periodicals Production (77 IEE & & FIIEAEE F &) among publishing press and continuous
enhancement of production management fools and software, Founder EasiPrint will gradually establish a complete
ecosystem in the fields of books and commercial printing to form an infegrated competitive edge. In late August 2020,
Founder EasiPrint officially infroduced the high-speed inkjet printer in the Founder Eaglelet Colour Inkjet P66OO series.
This model supported printing widths of 440 mm, 560 mm and 660 mm in one fo six colours, which can be chosen
and combined freely by users to meet the requirements of diverse types of colourprint products for commercial, publishing
and high-speed printing purposes. Besides, it greatly outperformed other similar digital printing equipment in the market in
terms of total consumable costs and selling price.

FOUNDER HOLDINGS LIMITED Annual Report 2020



MANAGEMENT DISCUSSION AND ANALYSIS

3) Marketing aspect: Given the impact of the pandemic, printing and packaging exhibitions and information exchange
activities nationwide were delayed or even cancelled in the first half of the year. Online exhibitions and live streaming
have become common in the industry. Founder EasiPrint has rapidly responded to the changes in relation to the
marketing environment. It was the first fo conduct special live streaming regarding high-speed inkjet digital prinfing. It
has also created a new account called “Founder EasiPrint” on TikTok and initiated the online evaluation of "Hardcore
Captain of Founder Eaglejet (77 [E4EEREZE K" The phase “Founder EasiPrint” was mentioned 710,000 fimes and
more than 105,000 thumbs-up were received. This innovative way of interaction allowed Founder EasiPrint to build o
close relationship with users and increase market penetration, which effectively tackled marketing difficulties during the
pandemic and represented a successful attempt for building soft power of enterprises in postpandemic times. In October
2020, Founder Electronics joined the 8th All in Print China as a key participant, where it introduced its lafest colour inkjet
printing solution, namely the Founder Eaglelet colour inkjet printer. At the same time, it commenced the “Smart Printing
Program (& ENETEl)". By combining the core software and hardware capability as well as the innovation outputs of
Founder Electronics, the program empowered the mutual growth and high-quality sustainable development of the printing
industry. In December 2020, Founder Electronics formed the annual Hongyan Alliance (/EH#E2) and established
strategic cooperation relationship with China National Publications Import & Export Corporation, where both parties
agreed to commit fo the building of a digital cloud platform for the production and publication process in the publishing
industry. They strived to solve problems in relation to outof-print books, delay in smallvolume prinfing and high costs, so
as fo encourage domestic publishers to reduce their invenfory significantly. This not only created a win-win environment
for the print on demand business, but also accelerated the full transition of the printing indusiry towards the digital printing
model.

Media Business

In September 2020, the central government issued the “Opinion on Accelerating In-depth Integration and Development of Media
(B IR HEE R RE A HEMER) as a macropolicy on media integration. It specified the overall requirements of in-
depth media integration and development in terms of its significance, farget and mission and working principle. The Opinion
proposed fo drive integration and development with advanced technology, while making full use of achievements from the IT
revolution including 5G, big data, cloud computing, Infemet of Things, blockchain and arfificial intelligence. It also suggested
to enhance the prospective research and application of new fechnology in the news dissemination field, and support the
independent innovation of key and core technology. Meanwhile, it pushed forward the reform on mainsiream media system and
mechanism, so that an infegrated organizational structure was established for allrounded media to produce and disseminate
content. Media was encouraged to adopt new reporting and ediforial procedures o form an efficient and centralized content
production and dissemination chain. By exploring and building the “News + Govemment affairs + Service + Business” operating
model, the media shall develop new investment and financing policies to enhance competitiveness. On 3 November 2020, the
central government released the “Proposal on the 14th Five-Year Plan and 2035 longferm Objectives for National Economic
and Social Development (BERHIEEIRAEMEEHEETLERAFHREN - =AF RS BIZMEZR])", which detailed
the key strategy on in-depth media infegration, allrounded media dissemination and the establishment of integrated media
centres af countyllevel. Apart from advancing the in-depth infegration of media, the government shall develop all-rounded media
dissemination, strengthen new types of mainstream media and give full play to the infegrated media centres at the county level.
For allrounded media dissemination, confent creation shall be supported with state-ofthe-art fechnology as well as reform and
innovation measures, in the pursuit of centralized resources management, structure opfimization, differential deve|opment and
efficiency from synergy. In regard to market landscape, it was predicted that traditional media and new media shall co-exist,
the Infernet and new media shall be the main battlefield, and mobile media and online video shall become more popular. In
terms of sfructure, the system will comprise four vertical levels ranging from centro|, provincio|, municipo| fo counfy»\eve\ medio,
and horizontally cover mainstream media and business platform. As a result, central, provincial, local, industry media (or
corporate media) and district or county-level infegrated media centres shall continue to facilitate media integration and develop
the infegrated media and new media p|ofform. This will lead to an increase in demand for the establishment of minisfr\/—|eve|
infegrated media cenfres and provincial new media platform for government affairs.

Annual Report 2020 FOUNDER HOLDINGS LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

In regard to the integration of the publishing industry, the Ministry of Science and Technology, the Central Propaganda
Department, the Cyberspace Administration, the Ministry of Finance, the Ministry of Culture and Tourism, and the National Radio
and Television Administration jointly issued the “Guidance on Facilitating In-depth Integration between Culture and Technology
(BERMRE S MEBHORERVA IEEE R in August 2019, which requested to accelerate the in-depth integration between
culture and technology. In May 2020, the Cultural Reform Office of the Central Propaganda Department also published the
"Notice on Proper Establishment of National Culture Big Data System (BRMITBIZR XL ABIKEE ZiZL TVE@AN)", which
proposed a national culture big dafa system to be established as a key infrastructure for cultural development in the new era, and
a maijor part in applying the outcomes of cultural digitization fo develop network and infelligent fechnology. The Notice drove the
development of the big data cloud platform and cultural database in the publishing industry, which enabled publishers to further
centralize quality resources, enhance the construction of technology platform and expand boundaries for integration. As a result,
the industry will reshape its production process to adapt to integrated publishing, reform the organizational model based on such
procedure, and improve publishing quality and efficiency through the use of smart technology.

1) Products and solufions aspect: For in-depth media integration: To better facilitate the application of mobile network, big
dato, artificial infelligence, 5G and other advanced and emerging technologies in in-depth infegration and development
of media, Founder Electronics launched the “Founder Solution for Hyperintegration of Media 3.0" after upgrade and
optimization. It focused on the research and development of data middle platfform and Al middle platform by adopting a
cloud computingbased, confainerized and microservice structure to build the new generation of supporting platforms for
media integration technologies. At the same time, it continuously improved the infelligence and video-oriented capabilities
of various products, such as Founder allrounded media interview and compilation and media cloud through a component-
based research and development model with fast upgrades, so as o help with the development of smart media. “Founder
Solution for Hyperintegration of Media 3.0” realized not only the infegration of media businesses, management, users
and data, but also the optimization of new mobile media platform and mobilization of core content creation businesses by
adhering to our strategy that takes mobile media as the priority. Meanwhile, the solution strengthened and opﬁmized the
abilities of comprehensive and integrated production, comprehensive planning and interview, comprehensive compilation
and editing and distribution from various ends for audios, videos and new media. It could help with the digitalization
and intelligence of different application scenarios, including planning, interview, compilation, edifing, publishing and
distribution, through data middle platform and Al middle platform.

As for the publishing business, Founder Electronics has stepped up its efforts in the research and development of a new
generation of digifal joint compilation system, covering technologies and products in relation to joint compilation, smart
review, automatic typesetting and others. In late 2020, Founder Electronics lounched the smart review cloud service
platform V2.0 and conducted the research and development of technologies and products in relation fo the cloud-based
digital pub|ishmg resources management p|onorm and the knowledge service. At the same time, it odive|y porﬁcipofed in
the establishment of the national cultural big data system.

2) Business model aspect: We actively promoted the transformation from software solution towards authorization service,
SAAS service, software service and data service. The percenfage of confracts in relation fo the service-orienfed business
accounted for 37%, among which confracts in relation to authorization service and SAAS service business accounted for
25% of the newly signed confracts in 2020.

FOUNDER HOLDINGS LIMITED Annual Report 2020



MANAGEMENT DISCUSSION AND ANALYSIS

3) Marketing aspect: We committed fo establishing model customers and projects in media integration and publishing
integration and development: In 2020, Founder Electronics starfed new cooperation with various customers in the media
market, including Xinhuanet, Fujian Daily Newspaper Group, Yangcheng Evening News Group, Heilongjiang News
Group, Shaanxi News Group, Xinjiang Production Construction Bingtuan Wenguang Media Group, Phoenix Publishing
and Media Group, Inner Mongolia Publishing Group and Anhui Time Publishing and Media Group. It undertook the
consfruction of mobile platforms for new media, such as the big data platform for Xinhuanet, the integrated media platform
and New Fujian clientend for Fujian Daily. It also fook part in the development and launch of the integrated media
platform of Heilongjiang News Group and the dafabase platform of Shaanxi Daily News Group. While strengthening the
work in relation to the invenfory markets of central media, provincial media, district and county levels and industry media,
we actively extended our footprint in new invenfory markets, including corporate news centres, infegrated media centres
at district and county levels, new media for government affairs and integrated media for high schools leveraging our
technologies and products. Besides, we cooperated with China Oil News, the Infegrated Media Centre of Chaoyang
District, Beijing, the Integrated Media Centre of Daxing District, Beijing and the Integrated Media Centre of Fengtai
District, Beijing. Given the impact of the COVID-19 pandemic in the first half of 2020, the demand from media and
publisher customers witnessed a substantial decrease. Many projects were suspended, delayed or even cancelled. The
budget for projects was reduced significantly, which had a great impact on the progress of our project implementation.
Under this circumstance, on the one hand, we actively expanded our business and promoted the implementation and
acceptance of confracted projects, on the other hand, we stepped up efforts in the planning, research and development
of new products, with a view to laying a solid foundation for development in the mid-o-long term. Our results of operation
have rebounded in the fourth quarter of 2020. For the publishing market, Founder smart review system was promoted
to and adopted by over 800 domestfic publishers and cultural and media companies, and the new generation of joint
compilafion system was used by clients such as China Electric Power Press. Our cloud-based publishing resources
management platform was wellreceived by Phoenix Publishing and Media Group and Anhui Time Publishing and Media
Group, and the new generation of the knowledge service platform was adopted by publishers such as Gold Wall Press
and China Finance & Economic Publishing House.

PROSPECTS

The management of the Group will closely monitor changes in the economy and T market of the People’s Republic of China
(the "PRC"). The Group will continue the development of innovative solutions and provide our customers with more costeffective
products and solufions fo meet our customers’ demands for enhancing their competitiveness. In addition, the Group will closely
monifor the performance of each business sector to achieve effective cost control and maximise shareholders’ value.

EMPLOYEES

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

As at 31 December 2020, the number of employees of the Group was 1,256 (31 December 2019: 1,260).

Annual Report 2020 FOUNDER HOLDINGS LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEVW

Liquidity, financial resources and capital commitments

During the year, the Group generally financed its operations with infemally generated resources and banking facilities provided
by its principal bankers in Hong Kong and the PRC. As at 31 December 2020, the Group had nil interest-bearing bank
borrowings (31 December 2019: HK$107.1 million) which were fixed interest bearing. The bank borrowings as at 31
December 2019 were denominated in Renminbi ("RMB”), and were repaid during the year. The Group's banking facilities were
secured by corporate guarantees given by the Company, Peking Founder, certain of the Group's investment properties and bank
deposits.

As at 31 December 2020, the Group recorded total assets of HK$1,515.6 million which were financed by liabilities of
HK$469.3 million and equity of HK$1,046.3 million. The Group's net asset value per share as at 31 December 2020
amounted to HK$0.87 (31 December 2019: HK$0.78). The increase in net asset value per share was due to profit and
exchange differences arising from translation of foreign operations during the year.

The Group had fotal cash and bank balances (including pledged deposits, structured deposits and cash and cash equivalents) of
HK$552.1 million as af 31 December 2020 (31 December 2019: HK$568.1 million). After deducting total bank borrowings
(31 December 2019: HK$107.1 million), the Group recorded net cash and bank balances of HK$552.1 million as at 31
December 2020 as compared to HK$461.0 million as at 31 December 2019. The Group's borrowings, which are subject to
litle seasonality, mainly consist of short term bank loans and frust receipt loans. As af 31 December 2020, the Group's gearing
ratio, measured by the ratio of fotal borrowings to fofal shareholders' equity, was nil (31 December 2019: 0.11) while the
Croup's working capital ratio was 2.21 (31 December 2019: 1.78). The decrease in prepayments, other receivables and other
assets b\/ 23.7% to HK$59.9 million (31 December 2019: HK$78.5 million) was due to decline in prepayments arising from
less purchase during the year. The increase in other payables and accruals by 3.7% to HK$264.5 million (31 December 2019:
HK$255.1 million) was due to increase in accrual of subcontracting fee of system integration contracts.

As at 31 December 2020, the Group did not have any material capital expenditure commitments.

Treasury policies

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

Exposure to fluctuations in exchange rates and related hedges

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

Contracts
As at 31 December 2020, the major contracts in hand amounted 1o approximately HK$283.5 million (31 December 2019:
HK$281.4 million), which are all expected 1o be completed within one year.

Material acquisitions and disposals of subsidiaries, associates and joint ventures

The Group had no material acquisition or disposal of subsidiaries, associates and joint ventures during the year ended 31
December 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS

Charges on assets
As at 31 December 2020, the Group's investment properties in Hong Kong of approximately HK$75.6 million and bank
deposits of approximately HK$10.0 million were pledged to banks to secure banking facilities granted.

Future plans for material investments or capital assets

The Group did not have any concrete future plans for material investments or capital assefs as af 31 December 2020. However,
the Group always seeks for new investment opportunities in the software development and system integration business to broaden
the revenue and profit base of the Group and enhance shareholders’ value in long ferm.

Contingent liabilities
At 31 December 2020, the Group did not have any significant contingent liabilities.

Events after the reporting period

The Company received a notification letter from Peking Founder on 25 January 2021, regarding a civil order received by the
administrator of Peking University Founder Group Company Limited from The First Infermediate People’s Court of Beijing on 22
January 2021. Pursuant to the civil order, the deadline for the submission of the restructuring proposal will be extended to 30

April 2021.

The Company received the “Nofification leffer in relation to determination of restructuring invesfors of Peking Founder” from the
administrator of Peking University Founder Group Company Limited on 29 January 2021. It is stated in the notification letter that
after multiple rounds of competitive selection, it is finally defermined that Zhuhai Huafa Group Co., lid. on behalf of Zhuhai State-
owned Assets, Ping An Insurance (Group) Company of China, ltd. and Shenzhen SDG Group Co., lid.* formed a consortium
as investors of restructuring of Peking Founder. In the next step, the administrator of Peking University Founder Group Company
Limited will proceed the signing of investment agreements and drafting of restructuring proposals in accordance with the laws.

* For identification purpose only
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CORPORATE GOVERNANCE PRACTICES

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

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

the year ended 31 December 2020.

DIRECTORS" SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers [the “Model Code”) sef out in
Appendix 10 of the Listing Rules as the Company's code of conduct and rules governing dealings by all direcfors in the securities
of the Company. Upon being made specific enquiries by the Company, all directors of the Company confirmed that they have
complied with the required standards set out in the Model Code throughout the year ended 31 December 2020.

BOARD OF DIRECTORS

The board of directors of the Company (the "Board”) comprises six executive directors and three independent non-executive
directors. The executive directors are Mr Cheung Shuen Lung [Chairman), Mr Shao Xing (President), Professor Xiao Jian Guo,
Ms Zuo Jin, Mr Hu Bin and Ms liao Hang, and the independent non-executive directors are Mr Chan Chung Kik, lewis, Mr Lau
Ka Wing and Mr Llai Nga Ming, Edmund. To the best knowledge of the directors, there is no relationship (including financial,
business, family or other material/relevant relationship) among members of the Board. The biographical defails of each director
are disclosed on pages 50 to 51 of this Annual Report.

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

The Board held four regular Board meetings at approximately quarterly intervals during the year ended 31 December 2020.

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

FOUNDER HOLDINGS LIMITED Annual Report 2020



CORPORATE GOVERNANCE REPORT

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

Board meetings

Annual Generadl

attended/ meeting attended/
Name of director Eligible to attend Eligible to attend
Executive Directors
Mr Cheung Shuen Lung (Chairman) 4/4 1/1
Mr Shao Xing 4/4 0/1
Professor Xiao Jian Guo 4/4 0/1
Ms Zuo Jin 4/4 0/1
Mr Hu Bin 4/4 0/1
Ms liao Hang 4/4 0/1
Independent Non-executive Directors
Mr Chan Chung Kik, Lewis 4/4 1/1
Mr lau Ka Wing [appointed on 1 April 2020) 3/3 1/1
Mr Lai Nga Ming, Edmund [appointed on 1 April 2020) 3/3 1/1
Mr Li Fat Chung (resigned on 1 April 2020) 1/1 N/A
Ms Wong Lam Kit Yee [resigned on 1 April 2020) 1/1 N/A

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

the Audit Committee.

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

rules and regulafions.

Direcfors’ fraining is an ongoing process. During the year, directors are provided with monthly updates on the Company’s

performance, position and prospects to enable the Board as a whole and each director to discharge their duties. In addition, all
direcfors are encouraged fo parficipate in continuous professional development trainings to develop and refresh their knowledge
and skills. The Company updates the directors on the latest updates regarding the Listing Rules and other applicable regulatory
requirements from fime o fime, o ensure compliance and enhance their awareness of good corporate governance practices.

Annual Report 2020
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All directors have paricipated in continuous professional development and have provided 1o the Company the records of the
training they received during the year ended 31 December 2020. The individual training record of each director received for the
year ended 31 December 2020 is summarised below:

Briefings and Attending seminars,

updates on the workshops or

business, operations self-study of materials

and corporate relevant to the business

Name of director governance matters or directors’ duties

Executive Directors

Mr Cheung Shuen Lung (Chairman) v v

Mr Shao Xing v/ v

Professor Xiao Jian Guo v v

Ms Zuo Jin v v

Mr Hu Bin v v

Ms Liao Hang 4 v
Independent Non-executive Directors

Mr Chan Chung Kik, Lewis 4 v

Mr lau Ka Wing [appointed on 1 April 2020) v v

Mr Lai Nga Ming, Edmund [appointed on 1 April 2020) v v

Mr Li Fat Chung (resigned on 1 April 2020) v v

Ms Wong Lam Kit Yee [resigned on 1 April 2020) v v

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

CHAIRMAN AND CHIEF EXECUTIVE

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

NON-EXECUTIVE DIRECTORS

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

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

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

In 2020, the Remuneration Committee met once fo review and discuss the remuneration policy for the directors of the Company
and the remuneration packages of all directors of the Company. The Company’s policy on remuneration is to maintain fair and
competitive packages based on business needs and indusiry practice. For determining the level of fees paid to the directors,
market rates and factors such as each director’s workload and required commitment will be taken into account. No individual
director will be involved in decisions relating to his/her own remuneration. The Remuneration Committee adopts the model of
making recommendations to the Board on the remuneration packages of individual executive directors and senior management.
Information relating to the remuneration of each director for 2020 is set out in Note 8 to the Company’s 2020 Financial
Statements.

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

Name of member Meeting attended/Eligible to attend
Mr Lau Ka Wing (Chairman) (Independent non-executive director) 1/1
Mr Cheung Shuen Lung [Executive director) 1/1
Mr Lai Nga Ming, Edmund (Independent non-executive director) 1/1

With effect from 1 April 2020, Mr Lau Ka Wing was appointed fo replace Mr Li Fat Chung as the chairman of the remuneration
committee of the Board; and Mr Lai Nga Ming, Edmund was appointed to replace Ms Wong Lam Kit Yee as a member of the
remuneration committee of the Board.

NOMINATION COMMITTEE

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

The Board Diversity Policy was adopted by the Board on 30 August 2013. In designing the Board's composition, the diversity
of the Board has been considered from a number of aspects including, but not limited to, gender, age, cultural and educational
background, professional experience, skills, knowledge and length of services. Candidates will be considered against objective
criferia, having due regard for the benefits of diversity of the Board. The Nomination Committee is responsible for reviewing the
Board Diversity Policy, as appropriate; and reviewing the measurable objectives that have been set for implementing the board
Diversity Policy, and reviewing the progress on achieving the objectives.

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

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

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

consider the following criteria:

(a)

(b)

(c)

(d)

(e)

(f

(g)

Character and infegrity;

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

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

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

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

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

Such other perspectives appropriate fo the Company’s business.

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

fo nominafe any person, as it considers appropriate.

Nomination Procedures

(a)

(b)

(c)

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

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

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

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

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

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

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

In 2020, the Nomination Commitiee met once fo review the siructure, size and diversity of the Board, nomination procedure
and the independence of the independent non-executive directors, and to recommend the Board on the appointment and

reappoinment of directors and the succession planning for direcfors.

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

Name of member Meeting attended/Eligible to attend
Mr Cheung Shuen Lung (Chairman) [Executive director) 1/1
Mr Chan Chung Kik, Lewis (Independent non-executive director) 1/1
Mr Lai Nga Ming, Edmund (Independent non-executive director) 1/1

With effect from 1 April 2020, Mr Lai Nga Ming, Edmund was appointed fo replace Ms Wong Lam Kit Yee as a member of the
nominafion committee of the Board.
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AUDIT COMMITTEE

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

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

In 2020, the Audit Committee mef three fimes. During the meetings, the Audit Committee reviewed the reports from the
independent auditors regarding their audit on annual financial statements, review on inferim financial results, discussed the infernall

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

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

Name of member Meetings attended/Eligible to attend
Mr Chan Chung Kik, Llewis (Chairman)  (Independent non-executive director) 3/3
Mr Lau Ka Wing (Independent non-executive director) 2/2
Mr Lai Nga Ming, Edmund (Independent non-executive director) 2/2
Mr i Fat Chung (Independent non-executive director) 1/1

[resigned on 1 April 2020)
Ms Wong lam Kit Yee (Independent non-executive director) 1/1
[resigned on 1 April 2020)

With effect from 1 April 2020, Mr Chan Chung Kik, lewis was appoinfed fo replace Mr Li Fat Chung as the chairman of the
audit committee of the Board; Mr lau Ka Wing was appointed to replace Mr Li Fat Chung as a member of the audit committee
of the Board; and Mr lai Nga Ming, Edmund was appointed to replace Ms Wong Lam Kit Yee as a member of the audit
committee of the Board.

RISK MANAGEMENT AND INTERNAL CONTROL

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

The Group's risk management and internal control systems comprise a well established organisational structure and
comprehensive policies and sfandards. Areas of responsibilities for each business and functional unit are clearly defined to ensure
effective checks and balances. Procedures have been designed for safeguarding assets against unauthorised use or disposition;
for maintaining proper accounting records; and for ensuring the reliability of financial information used within the business or for
publication. The Board also clarifies that the system is designed to manage, rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable but not absolute assurance against material misstatement or loss.
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During the year, the internal audit department has carried out an overview on the effectiveness of the risk management and
intfernal control systems of the Group. Based on the risk-based approach, the internal audit department continuously review and
monifor the sufficiency of the risk control measures of every business unit of the Group and to examine if relevant measures have
been implemented. The procedures involve assuring the existence of related risks in the first place, then assessing the levels to
which the potential risks are affributed based on the following two risk factors, i.e., the level of significance of the risk and the
possibility of occurrence. No material internal control aspects of any significant problems were identified. With reference fo the
assessment of the infernal audit department, both the Audit Committee and the Board conducted review of the risk management
and internal control systems maintained by the Group including the financial, operational and compliance controls and risk
management functions for the year ended 31 December 2020 and were safisfied that the risk management and internal control
systems of the Group had functioned effectively and was adequate during the year.

INSIDE INFORMATION DISCLOSURE POLICY

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

adopted by the Group.

AUDITORS" REMUNERATION

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

HK$'000

Statutory audit services 2,560
Non-audif services:

Agreed-upon procedures on interim results 400

Agreed-upon procedures on continuing connected fransactions 50

Compliance and tax advisory services 92

542

Total 3,102

DIRECTORS” AND AUDITORS' RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS

The directors of the Company acknowledge their responsibility for the preparation of the financial statements of the Group for
the year ended 31 December 2020 which give a frue and fair view of the state of affairs of the Company and of the Group
on a going concern basis in accordance with the statutory requirements and applicable accounting standards. The statement
of the Auditors of the Company about their reporting responsibilities on the financial statements of the Group is set out in the
Independent Auditor’s Report on pages 59 to 62 of this Annual Report.
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COMPANY SECRETARY

Ms Cheang Yee Wah Eva ("Ms Cheang”), who is responsible for advising the Board on corporate governance matters and
ensuring that the Board policies and procedures, and the applicable laws, rules and regulations were followed, has been the
company secrefary of the Company since 11 May 2018. Ms Cheang has taken relevant professional frainings which are in
compliance with Rule 3.29 of the listing Rules for the year ended 31 December 2020.

COMMUNICATION WITH SHAREHOLDERS

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

The Company's Annual General Meeting (the "AGM") is one of the principal channels of communication with its shareholders.
It provides an opportunity for shareholders to ask questions about the Company’s performance. Separate resolutions will be
proposed for each substantially separate issue at the AGM. Directors of the Company, including the Chairmen of the Board and
Board committees and Board committee members, and the Company's external auditor attended the 2020 AGM and were
available to answer questions from shareholders.

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

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

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

Convene a Special General Meeting

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

Put forward proposals at shareholders’ meetings

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

DIVIDEND POLICY

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

CONSTITUTIONAL DOCUMENTS

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

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

1.  Carbon emission

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

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

TOTAL EMISSION OF GREENHOUSE GASES
GENERATED FROM PURCHASED ELECTRICITY
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1. Carbon emission (continued)
THE TOTAL GREENHOUSE GAS EMISSIONS
PER EMPLOYEE
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The continuous increasing frend of tofal emission of greenhouse gases generated from purchased electricity by
year is mainly due to the increasing business volume of Founder Electronics and the appropriate overtime work of
employees. The total greenhouse gas emissions per employee decreased from approximately 966 kg in 2019 to
approximately 912 kg in 2020 with a steady decrease. The Group will encourage employees fo save electricity
in accordance with the “Measurements for energy saving” in the “Resource utilization” section below.
2. Resource utilisation

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

Reducing consumption by intelligent solution

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

Reducing waste by high-end digital printing technology

The high-end digital inkjet printing technology developed by Founder Electronics can maximize the ufilization
rate of ink and reduce the amount of unnecessary unrecyclable waste with the use of recyclable toner cartridge
and ink cartridge. Looking forward, Founder Electronics will put consistent efforts in development and innovation,
improving ifs production process, and enhancing productivity with an aim fo truly realise green production.
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Resource utilisation (continued)

Measurements for energy saving

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

Light energy

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

Air conditioning resources

The Group established policies on better use of air conditioning resources with the lowest temperature of air
conditioner being set at 25.5T and turn off the air conditioner of office rooms that are not being used during the
office hours. After work, all departments shall turn off the power supply of office equipment in time. Special email
will be sent before every holiday to remind all employees to turn off the power supply of office equipment.

Paper resources
The Group promotes paperless office by using an electronic working system that replaces paper records and
communicate through electronic technical equipment fo reduce paper documentation.

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

Water resources

To enhance the utilization efficiency of water resources, the Group can obtain the suitable water source steadily,
lower the water pressure to the lowest possible level; install double flush foilets in the washroom; conduct leakage
festing of concealed water pipes regularly and use the products with firstclass water efficiency label.

Information and communication technology equipment

The information and communication technology equipment are completely tumed off during non-office hours, and
the computers are set to enter aufomatic standby and sleep mode when it is idle. A wireless network recorder
is installed to monitor the temperature and humidity of the data center, so as to better regulate the energy
consumption of air conditioning.

Recycling and retrieve

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

Staff commuting
Employees are encouraged to share the use of cars and choose public fransporfation and green commuting fo
alleviate road burden and vehicle exhaust gas emissions.

Starting from 2017, the Group discloses its utilization of resources to the public every year, the specific details of
recent 3 years are as follows:

THE TOTAL FUEL CONSUMPTION OF THE
HEADQUARTERS" SELF-OWNED VEHICLES

o — 4%
2018 .

0 1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000

Fuel consumption (liter)

The total fuel consumption of the headquarters selfowned vehicles in 2020 was approximately 3,661 liters,
a significant decrease of 39.3% as compared to 6,031 liters in 2019. As the total fuel consumption of
headquarters’ sel-owned vehicles in this reporting year has reached a low level and has declined significantly
year by year, the Group aims to maintain the current level in the next year.

Category Emission this year (kg)
Exhaust gas Sulphur oxides 0.054

Nitrogen oxides 36.3

Particulate matter 3.5
Scope GHG emission this year (CO 2-e kg)
Scope 1: Direct GHG Emissions 90127
Scope 2: Energy Indirect GHG Emissions 1,121,336.4
Scope 3: Other Indirect GHG Emissions 394,826.9
Total GHG emission 1,526,076.0
GHG intensity (CO 2-e kg/employee) 1,240.7
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Resource utilisation (continued)
Due fo the business nature of the Company, the non-hazardous waste produced is immaterial data, the Company
considers fo fry and fo collect more data and improve the report scope in the future.

Energy consumption of this year

Category (1,000 kWh)

Energy use Direct energy 32.6

Indirect energy 1,268.0

Total energy consumption 1,300.6

Energy intensity (1,000 kWh/employee] 1.1

Resource use Total water consumption (tonne) 485.2
Water consumption intensity

(fonne/employee) 0.4

Total packing material used [fonne| 10

Il QUALITY OF WORKING ENVIRONMENT
1.  Working environment

The Group has been actively devoting significant resources with a vision of providing a safe and comfortable
working environment for its staff and creating a healthy, positive, harmonious and efficient corporate culture
that supports its staff at different locations to unleash their potential and hence create more values for the
Group continuously. The office building of headquarter rented by Founder Electronics in Beijing has an area of
approximately 13,274 sgqm. The building was divided into different secfions according to departmental functions,
which include sales department, research and development department, functional departments and public areas,
complemented by pantries and staff rest areas, offering a spacious and comfortable working environment for 1,256
staff. Moreover, Founder Electronics offered firstclass accommodation for its staff. The dormitory was equipped
with thoughtful facilities that take care of all aspects of lives of our staff, making every effort to show its care for
the staff and providing them with comfortable, home-like dormitory equipment. Furthermore, Founder Electronics
added one more laundry room for the staff living in youth apartment in order to safisfy the demand for washing
and drying of clothes, and reduce their waiting time. In addition, there were 8 old air conditioners being replaced
for improving the quality of lives of staff. Founder Electronics ceaselessly enhanced the overall living standards of
the dormitory, which has in turn enhanced staff morale and their sense of belonging to the company.

2.  Hedlth and safety

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

26 FOUNDER HOLDINGS LIMITED Annual Report 2020



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

2. Health and safety (continued)
Internal policy
The Group adopts the following occupational health and safety measures o ensure the occupational safety of
staff.

The Group has formulated "The sofety management rules of Beijing Founder Electronics Co., ld. (3EFRIEARTT
FEEFBERARIZZERHA to provide all staff of the Group with safety guidance within the office and
working scope, as well as management rules for safety supervision. In addition, the Group has formulated “The
comprehensive emergency plan for safety incidents of Beijing Founder Electronics Co., lid. (IERIERFIEE
BRARLZE2EMFEESTAR)" o provide emergency plans for emergencies and safety accidents caused
by energy, fire protection, network safety and public health, so as to ensure the health and safety of staff and to
enhance the strain capacity of the Group in confinuous operation.

Employment contract

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

In 2020, the number of work-related injuries was O, so there was no loss of working days due to work-related
injuries. In addition, the number and rate of work-related fatalities were both O.

3.  Development and trainings

The Group always freats ifs sfaff as the most important asset and most valuable resource of the Group. They
drive the continuous development of the Group and take the Group fo new heights. The Group strives to provide
diversified frainings for its staff at different aspects, so that its staff can gain a variety of professional knowledge
and continue to develop their abilities, explore potential, enhance professional skills and broaden the horizons. In
this regard, the Group launched a series of training programs, covering staff at all levels from new employees to
senior management. Apart from free public courses organised by the Human Resources Department, the Group
also provided diversified professional trainings targeting different business areas. In 2020, training activities
organized by Founder Electronics affracted 2,225 participants in total. These activities have helped staff o better
connect with the corporate culture and systfem and also enhanced their comprehensive capability as well as the
capacity for sustainable development of the Group.
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3.  Development and trainings (confinued)

Target group for training

All kinds of training activities of the Group covered the staff of all levels and departments, including sales
and marketing, research and development, project management and product operation, product design,
merchandising and logistics, new media, new staff and dll staff, so that employees of all departments can have
sufficient and comprehensive understanding of their jobs, industry development, innovative technology and
corporate culture. In addition, training activities included workshops for workplace social and interest class. The
number of participated employees from all departments is as follows:

PERCENTAGE OF PARTICIPANTS IN TOTAL

Sales of Font Library
Research and development

Project management and product operation

New staff
All staff

Product design

Mechandising and logisfics

New media

AVERAGE TRAINING HOURS PER CAPITA BY EMPLOYMENT TYPE

General staff 5.1
7.2

Middle 1.1
Management 8.6
Senior 13.3
Management
16.5
0 2 4 6 8 10 12 14 16 18 20

B Male ® Female
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3. Development and trainings (continved)
Founder Electronics actively organized various activities targeting different types of business for its staff with a view
to providing them with the most thoughtful and effective staff training programs. In order fo help new staff fo better
adapt to the Company’s rules, system, corporate culture and strategies, Founder Electronics organized the 16th to
18th “Founder Electronics Successful Start for New Staff (77 1IEE 38 TREME 2+ /\H)".

In addition, in order fo enable graduates to better integrate info the workplace, Founder Electronics organized the
1stto 3rd "2020 training camp for fresh graduates”.

"The action leaming class of Inkjet project” was divided into five courses and graduation ceremony. It provided
comprehensive training of “Jieying inkjet printing production line” (SEEMERENRIAELR) for employees of
department of research and development, product, service system and project management.

The “Flying Project” (B #B5T&l) was divided info five stages, achievement sharing and graduation ceremony. It
was dedicated fo the special training of component product design and APP design platform, and strengthened
the creativity and integration capability of leaders and employees on product design and APP Design.
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Labour standards

Equal and diversified employment opportunities

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

Ensure the rest time of staff
Moreover, the Group reviews its employment terms on a regular basis and issued the “Management Rules for
Attendance and Holiday (Z£) REEAEIEGIE)", which effectively avoids the problem of prolonged working

hours or forced labour and ensures the rest time of its staff by imposing stipulated number of working hours.

Prevention of the employment of Child labour

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

A detailed classification of our staff by gender, age groups, employment type and region set out as below:

EMPLOYEE BY GENDER

39.0%

® Male ® Female

EMPLOYEE BY EMPLOYMENT TYPE

0.6%

. ].]%
98.3%

m Senior Management
m Middle Management (Note)
m General staff

EMPLOYEE BY AGE GROUPS

9.7%

11.5% 27.0%
m 18-25 26-35 m 36-45

B 46-55 Above 55

EMPLOYEE BY REGION

26.2%

73.8%

= Headquarters, Beijing

m Other region

Note:  The definition of employment type division in this reporting year has been updated infernally. The definition of Middle
Management in the past was “all cadre members except leading members and vice presidents of the Company”, while in this

reporting year, it defined as “the principal and deputy positions of the first level departments except the Senior Management”,
with a smaller scope than in the past. As a result, the proportion has also decreased from 14.0% in 2018 to 1.1% in this

reporting year, but actual human resources configuration has not changed so much.
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4.  Labour standards (continued)
A detailed classification of staff turover rate by gender, age groups, employment type and region set out below:

STAFF TURNOVER IN NUMBER AND IN RATE BY GENDER

O
O

20 30 40 50 60 70 80

m Tumnover in total number  ® Tumover rate in total employees (%)

STAFF TURNOVER IN NUMBER AND IN RATE BY AGE GROUPS

18-25 29
26-35 86
36-45
46-55
Above 55
0 10 20 30 40 50 60 70 80 Q0 100

® Turnover in fofal number  ® Turnover rate in total employees (%)
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4. Labour standards (continued)

STAFF TURNOVER RATE BY EMPLOYMENT TYPE

~0%

m Senior Management = Middle Management m General staff

STAFF TURNOVER RATE BY REGION IN NUMBERS OF TOTAL TURNOVER

= Headquarters, Beijing m Other region
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Staff welfare

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

Social insurance

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

Additional commercial insurance

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

Other benefits

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

Staff activities
In 2020, Founder Electronics held a number of large staff activities, so that staff could feel more belonging to the
Company, and enhance the cohesion of the Company, reflecting the company's care for stoff.

Goddess Festival

On 7 March, Founder Electronics held the “Goddess Festival Online Talent Show”. The yearning to a better future
of Founder Electronics staff had not been decreased, even though this Spring was different than usual under the
pandemic. During the period of home office, cooking, painting, live broadcasting, sports and so on were showed
by Goddesses, affracting over 500 employees participated to elect the Goddess via online voting. The employees
made this Goddess Festival full of “ritual feeling” in their own ways.
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5.  Staff welfare (continued)
Staff activities (continued)
Date with us, Spring Photography Competition
During the pandemic, a special Spring with special light appeared in April, Founder Electronics had organized its
staff to record stories with cameras, collecting more than 200 photographic works in tofal, in which more than 40
works were from different regions. 60 excellent works which entered into the final competfition were exhibited in
the lobby of Founder Electronics Building. Art enabled employees to feel the beauty of life under the pandemic, so
as to improve work efficiency and their perception of the Company's warmth.
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5.  Staff welfare (continued)
Staff activities (continued)
Adoption for the Hoping Elves in May Day
In the coming of the Labour Day on the first day of May, Founder Electronics held the “Adoption for the Hoping
Elves”. About 300 employees cultivated their own "Hoping Elves” by adopfing the seeds of different plants and
sowing with their hands. The employees can work harder and live seriously with hope in this special labour day

through the cultivation of planting, so as to nurture a sense of identity to the corporate culture of the Company.

Blessing in Dragon Boat Festival

In the coming of Dragon Boat Festival, employees of Founder Electronics incamated as the blessing fairy to give
the wormwood sachet with the blessing to the employees in Founder Electronics Building, made employees felt the
caring of the Company so as fo establish more sense of belonging.

Karaoke contest in Qixi Festival

Sing it loud, sing what you want. The first karaoke confest of Founder Electronics was held in Qixi Fesfival in
which 30 employees signed up as contestants for the event. Singing was sweet, lyric liked a poem and musical
note liked picturesque made the scene hot. Employees could fully feel the rich and colorful atmosphere of the
corporate culture. With the youthful and inferesting culture, more close with the employees.
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5. Staff welfare (confinued)
Staff activities (continued)
Third season of Koi Fair
Embracing Koi and rejecting “idle fish” (means the old idle things), the third season of Koi Fair was held
enthusiastically in Founder Electronics Building. The free trade among employees made the old things more
useful, made the communication warmer, and various small gifts could be rewarded by Koi coin gained affer the
fransactions. The funny game of throwing circle rewarded the employees with surprising gifts. Both games and Koi

booth provided a warm time with novel and interesting feeling for the hardworking colleagues who worked hard.

Carden party with red pocket on New Year's day

As New Year's Day approached, the lobby of Founder Electronics Building was decorated as a garden party
scene with full of red pockets, so that employees could give farewell to the year of 2020 and greet the year of
2021 in a joyful atmosphere. At the same time, Founder Electronics organized group photography with the theme
of “the most unforgettable 2020". Photos were uploaded fo social platform for getting thumb up, and exchanged
New Year's red pockets, so that employees could have a pleasant and surprising New Year's day with excitement
and warmth.

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

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

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

Product suppliers

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

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

On site implementation and service suppliers
Based on the actual project situation, the Group will prioritise customers’ location when considering supply made
thereto.

Production and processing suppliers

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

2.  Supply chain management
Supplier Introduction Rules
The Group puts great emphasis on business quality, thereby adhering to the principles of fairness, justice and
openness in ferms of selection of suppliers. Therefore, Founder Electronics has formulated the “Supplier Infroduction
Rules (HfERSIAFREN)" to select appropriate suppliers in strict compliance with the rules and regulations. Any
supplier that have never fraded with the Group are required to complete comprehensive assessment on business
qualification and the relevant approval procedures for introduction of supplier before a new transaction.

The procedures for introduction of suppliers

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

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

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

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

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

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

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

Evaluation mechanism for existing cooperative suppliers

I,

Annual Report 2020

Evaluation cycle

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

Evaluation scope
Supplier involved in the normal scope of purchasing within the year shall be subject to annua
comprehensive evaluation.

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

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

4.

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

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

Selecting criteria for suppliers that meet environmental protection products and services

1.

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

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

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

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

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

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

For product services, if there is no need for on-site solution, remote solutions such as nefwork and felephone
are preferred in order to void waste of human and material resources.
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3.  Source of suppliers
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4.  Product responsibility

Printing development promoted by innovation products

Founder Electronics is always committed to research and development of innovative products, with a view fo
providing customers with leading information processing technology, products, solutions and value-added services
with high efficiency and quality through enhancement in service quality of business and advanced technologies. In
2020, the Company continued fo deepen ifs sfrategic goal of realizing POD service [on-demand publishing) for
PRC's publishing industry, aiming at promoting the current situation of lagging behind in the process of intelligence
and automation in the industry by pouring the resources. A comprehensive solution which is suitable for POD on-
demand printing system has been constructed, specifically including:

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

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

J New Generation of On-Demand Intelligent Production System (¥T—RIZFEELELF): using digital
printing, information and communication technology fo realize the connection between people and things,
fo help enferprises construct flexible, efficient and intelligent work paradigm.

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

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

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

Handling procedures for customer complaints

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

Handling of complaints

Handling of complaints by responsible department

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

Tracking the process by Business support department

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

The handling results for complaint

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

After-complaint

After handling each complaint, the business support department shall sort out the complaint record, summarize
and analyze the complaint, and form a report to the relevant management. The Group’s management process
for handling customer complaints complies with the requirements of 1ISO 9001 quality control system. During the
reporting year, the Group received O complaint.

Protection on intellectval property

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

Annual Report 2020 FOUNDER HOLDINGS LIMITED



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

4.  Product responsibility (continved)
Verification process for product quality
The Group has developed "Test Regulations [BIE#12)" infemally, with a special team to verify the quality of
software products. The verification process includes fest planning, test implementation, test evaluation and program
error handling post-product release, so as o ensure customers to receive high-quality products.

Protection on customer data

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

5.  Anti-corruption

The Group firmly opposes corruption, favoritism and irregularities. To eliminate corruption and deceit and
uphold the principle of impartiality and integrity, Founder Electronics has formulated a series of standards and
regulations to eliminate such acts in every business. Staff is prohibited from accepting advantages from suppliers,
customers, colleagues and others when performing duties. The Group is also committed o promoting the style of
honesty and justice, sefting up the "management rules for business ethics and infegrity consfruction (FEI3£E12 &
BOZEREIZAA) in which the specific requirements and management mechanism for infegrity consfruction
have been specified to prevent corruption, and requiring staff to comply with the ethical standards and develop
business adhering to the highest standard of integrity, so as to enhance the overall integrity of the Group. During
the reporting period, there were no legal cases regarding corruption practices brought against the Group or its
employees.

Measures and trainings on Anti-corruption

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

Compliance training

During the training in “Successful Start for New Staff’, the Group mainly carried out compliance fraining, which
involves the popularization of some common legal knowledge, emphasizing law-abiding and discipline abiding,
and not conducting illegal things such as encroachment on occupation, misappropriation of funds, bribery and
so on. In addition, the Group also regularly carried out the class or issued guidance documents for employees to
learn by themselves.

Reporting mechanism

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

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

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

Inclusive education

In the field of education, Founder Electronics helps “Inclusive Education and Educational Equity” [EBEH A M A A
). Under the guidance and support of the Depariment of Language and Text Information Management of the Ministry
of Education (B &5 X T2 8 & A]) and the National Centre for Educational Technology (R RE(LZ A £8),
Founder Electronics has continuously carried out the Project of Ink Rhyme Wisdom and Calligraphy entered info campus
by education out of poverty and with assistance of science and technology ("B K ERHZE) 11— BB EaEe =%
EREBNIEE") (hereinafter referred 1o as “Ink Rhyme Wisdom Project”) (2R 868 B ), which aimed tfo inheriting
and developing of traditional Chinese calligraphy culture, through utilizing the technical achievements of "Artificial
Wisdom + Calligraphy Teaching” (A L& 8+ /A% 2, Founder calligraphy provided calligraphy education support fo
thousands of schools in underdeveloped areas of the country, thus promoted regional overall establishment and opening
of calligraphy courses, and solved the practical problems such as the shortage of "Professional Calligraphy” teachers in
current calligraphy education.

In August 2020, the third phase of Ink Rhyme Wisdom Project (#8278 B ) was starfed fo provide targefed calligraphy
education and teaching support for schools in economically underdeveloped areas and the areas with weak calligraphy
education. It will become an emerging force fo locally promote the development of balanced education and quality-
oriented education, improve the level of informationalization of education, helping education out of poverty.

The year of 2020 was the final year to win the all-round victory of the “fight against poverty”. The third phrase of
Ink Rhyme Wisdom Project provided the targeted assistance to nearly 6,000 schools in total in 36 poverty-stricken
counties and 34 districts with weak calligraphy education. The Group hopes to enhance the effectiveness of the Project,
continue to promote caligraphy education and provide effective informationlization support for the competent education
department. With the help of teaching tools and services, districts and counties were able to arrange diversified closses,
including brush caligraphy classes, handwriting classes and Chinese calligraphy classes in an allround way and helped
the aided areas to win the victory to the battle of “fight against poverty” by education.

BERR Sy

The launching ceremony of third phase of Ink Rhyme Wisdom Project
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The scene for launching ceremony of “Beauty in Chinese Calligraphy-Exquisite Chinese Font L|brory Project Charity Program”

Cultural contribution

In the field of culture, Founder Electronics actively promotes the integration of calligraphy art, information technology and
application for Chinese character, and innovatively promotes the inheritance and development of Chinese character
culture. In the project of "Exquisite Chinese Font library Project (R ##&anF EE THE)" which is supported by the Project
of "Heritage and Development of Excellent Chinese Tradition and Culture (FEEFE L X LEHAER TE)", Founder
Electronics is responsible for the development of font library for the masterpieces of classical calligraphers under the
guidance of the China Federation of literary and Art Circles and the State language Commission, and the Chinese
Calligrapher Association is responsible for the selection and quality auditing of the developed fonts. In order to make
popular the calligraphy classics, integrate the Exquisite Chinese Font Library into the public life, enable the social
public welfare and enhance the visual aesthetics of public welfare propaganda, the plan namely “Beauty in Chinese
Calligraphy-Exquisite Chinese Font Library Project Charity Program (FIEF % — R EE M T ETEZ A &HEAFTE))" was
launched officially in September 2020. The plan grants 5-year using authorization for the first 15 fonts of the “Exquisite
Chinese Font Library Project” for public welfare organizations, press and publishing units, government agencies, schools
and individuals for non-commercial use. In addition, the certificates for Font Library authorization were awarded fo the first
batch of 9 news media, public welfare organizations and school users that had obtained the public welfare authorization
of the Font Library for free.
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Certificates for font library authorization awarded to the first batch of @ organizations

The support for anti-epidemic — Orange power of Founder Electronics

As an important technical partner of the media publishing industry, Founder Electronics applied its unique “Orange Power”
to help to fight the epidemic. During the epidemic period, Founder Electronics provided a variety of products and services
for the society for free, such as “Cloud Service Platform of Founder Academic Publishing (77 IEZ2fiT H kR E R F &),
"Founder Intelligent Auxiliary Proofreading System (77 IE%S 8E®BBATEIR F 4)", etc., which supported to return to work and
production, and provided Founder Flying online authorized teaching services to actively respond to the call for “suspension
of class without suspension of leaming”. In addition, Founder Electronics has opened up more than 1,000 Chinese fonts
in Founder Font Library for public use and launched a series of anti-epidemic welfare publicity posters for free use in
cooperation with Mu Du Shu Sheng (&2 #) and Journal of Strong Nation (EAF58E). In November 2020, Founder
Electronics donated 100 sets of Founder Infelligent Proofreading software to the publishing industry in Hubei Province to
acknowledge "Hero city of anfi-epidemic” and worked with colleagues of Hubei publishing industry fo promote the digital
transformation of the Hubei pub|ishing indusfr\/.
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Founder Electronics has opened up more than thousands of Chinese fonts in Founder Font Library o support anti-epidemic publicity
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In cooperation with Mu Du Shu Sheng (K& Z#| and Journal of Strong Nation (HAF58E), Founder Electronics launched a series of
public welfare anfi-epidemic publicity posters for free
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Founder Electronics donated 100 sets of Founder Intelligent Proofreading software to the publishing industry in Hubei Province
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AN OVERVIEW OF SUSTAINABLE DEVELOPMENT

Pursuant to the Appendix 27 of Listing Rules, the Company has complied with the relevant laws and regulafions of
Environmental, Social and Governance Indicator as follows:

Environmental, Social and
Governance Aspect

A Environmental

B1 Employment

B2 Health and Safety

B4 Labour Standard

B5 Supply Chain Management

B Product Responsibility

B/ Anti-corruption

Compliance with National Laws and Regulations Internal Policies

Law of the PRC on the Prevention and Control of

Environmental Pollution by Solid VWastes

Law of the PRC on the Environmental Protection

Labour Law of the PRC

Labour Contract Law of the PRC

Social Insurance Law of the PRC

Prohibition of Child Labour Provisions

Regulation on Management of Housing
Provident Fund

Labour Law of the PRC
Work Safety Law of the PRC

Regulation on Work-Related Injury Insurances

Labour Llaw of the PRC

Labour Contract Law of the PRC

Law on the Protection of Minors of the PRC
Prohibition of Child Labour Provisions

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

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

CONCLUSION AND PROSPECT

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

EXECUTIVE DIRECTORS

Mr Cheung Shuen Lung, aged 64, is an executive director and chairman of the Company since December 2016. He is also
the executive director and chairman of Peking University Resources (Holdings) Company Limited ("PKU Resources”) (stock code:
00618), a company listed on the main board of The Stock Exchange of Hong Kong Limited ("Main Board”). Peking University
Founder Group Company Llimited* (3t X757 IEEEBRAF]) ("Peking Founder”) is the substantial shareholder of the Company
and PKU Resources. He is the director of Peking Founder and is one of the founders of Peking Founder. He is also a director of
a number of subsidiaries of the Company. He is a research fellow of the Enterprise Research Institute at Peking University and is
an MBA alumni trainer of Peking University Guanghua School of Management. Mr Cheung is famed for his prestige and has
exfensive experience in the information technology industry in the People’s Republic of China (the “PRC”).

Mr Shao Xing, aged 56, is the president and executive director of the Company since July 2016. He joined the Group in April
2016 and has extensive experience in the operation of software development and system integration business. He is the director
of a number of subsidiaries of the Company. He is the vice president of Peking University Founder Information Industry Group
Co., ltd.* ["PKU Founder Information”) (1t X757 IE15 B EFSEBRRAF]), the subsidiary of Peking Founder and substantial
shareholder of the Company. He received his bachelor's degree in electrical engineering industrial automation and master
degree in biomedical engineering and instrument at Zhejiang University in the PRC. He is also a senior engineer in the PRC. He is
responsible for longterm strategic development of the Group.

Professor Xiao Jian Guo, aged 64, is an executive director of the Company since April 2019. He was an executive director
of the Company from May 2001 to December 2016 and was re-designated from Deputy Chairman of the Company to the
Chairman of the Company on 1 March 2016. He is also the direcfor of Peking Founder and PKU Founder Information. He is
a director of associated companies of Peking Founder and a director of a subsidiary of the Company. He is a professor and
a supervisor of PhD students of the Peking University. He graduated from the Department of Computer Science at the College
of Dalian Ocean Communication with a bachelor's degree in 1982 and obtained a master's degree in Computer Science af
Peking University.

Ms Zuo Jin, aged 47, is an executive director of the Company since March 2014 and the director, acting chief executive
officer, vice president and chief financial officer of PKU Founder Information. She is the director of Founder Technology Group
Corporation (“Founder Technology”) (77 IERHE SR EIAR 5 BBR A A) (stock code: 600601), a company in which 12.59% of
equity interest is held by PKU Founder Information, and listed on the Shanghai Stock Exchange. She is the director of associated
companies of Peking Founder and a subsidiary of the Company. Ms Zuo received her bachelor's degree in Economics at
University of International Business and Economics in the PRC and is a Certified Public Accountant in the PRC. Prior fo joining
Peking Founder in 2003, she was a manager of an international firm of Certified Public Accountants. Ms Zuo has extensive
knowledge and experience in financial management.

Mr Hu Bin, aged 42, is an executive director of the Company since December 2016. He is the general manager of assets
management department of Peking Founder. He is a director of (i) China Hi-Tech Group Co., ltd. (“China Hi-Tech”) (R B & &5
BB PR A F]) (stock code: 600730), a company in which 20.03% of equity interest is held by Peking Founder; (i) Founder
Securities Co., lid. ("Founder Securities”) (77 IEFEHAR M AR AR]) (stock code: 601901), a company in which 27.75% of
equity interest is held by Peking Founder; and [iii) Founder Technology. The shares of China Hi-Tech, Founder Securities and
Founder Technology are listed on the Shanghai Stock Exchange. He is also a director of associated companies of Peking Founder
and a subsidiary of the Company. Mr Hu received his bachelor’s degree in accounting at Beijing University of Technology in the
PRC. He is a Certified Public Accountant in the PRC, member of the Association of Chartered Certified Accountants in the United
Kingdom and CFA charterholder. Prior to joining Peking Founder in 2016, he was a senior manager of an infernational firm of
Certified Public Accountants. Mr Hu has extensive knowledge and experience in financial management.

*

For identification purpose only
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Ms Liao Hang, aged 42, is an executive director of the Company since December 2016. She is the general manager of legal
department of Peking Founder. She is the executive director of PKU Resources and the director of Founder Securities. She is the
direcfor of associated companies of Peking Founder and a subsidiary of the Company. Ms Lico received her bachelor's degree
in trading economy and economic law and master degree in economic law at Minzu University of China in the PRC. She
obtained legal professional qualification certificate in the PRC and has extensive experience in legal professional experience.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr Chan Chung Kik, Lewis, aged 48, is an independent non-executive director of the Company since March 2017. He is the
chief financial officer of Brilliant Circle Holdings International Limited (stock code: 1008), a company listed on Main Board. He
served as an independent non-executive director of Shandong Xinhua Pharmaceutical Company Limited (ILERFTERIEE[ (HH
R A 7A]), a company listed on the Main Board (stock code: 719) and the Shenzhen Stock Exchange [stock code: 000756) from
May 2014 to June 2018. Mr Chan also serves as the independent non-executive director of (i) HongGuang Lighting Holdings
Company Llimited, a company which was previously listed on the GEM (stock code: 8343) in December 2016 and was
subsequently transferred to the Main Board (stock code: 6908) in November 2019, since December 2016 i) PKU Resources,
since March 2017; (iii) Wing Chi Holdings Limited (stock code: 6080), a company listed on the Main Board, since September
2017; and (iv) Eternity Technology Holdings Limited (stock code: 1725), a company listed on the Main Board, since July 2018.
Mr Chan obtained a bachelor degree of commerce in accounting from the University of Canberra in Australia in September
1997. He is currently a fellow of the Hong Kong Institute of Certified Public Accountants ("HKICPA") and a member of CPA
Australia. He has extensive experience in auditing, accounting and corporate finance.

Mr Lau Ka Wing, aged 37, is an independent non-executive director of the Company since April 2020. He is the sole proprietor
of lau Ka Wing Certified Public Accountant since March 2015, and a practicing director of BNA CPA Limited since August
2019. Mr Lau is an independent non-executive director of (ij Green Energy Group Limited (stock code: 979), a company listed
on Main Board, since February 2020; and (i) PKU Resources, since April 2020. Mr Lau joined HLB Hodgson Impey Cheng
Limited in February 2006 and left as @ manager in October 2014. Mr Lau obtained a Bachelor of Arts (Honours) in Accountancy
and a Master of Corporate Governance from The Hong Kong Polytechnic University in 2005 and 2016, respectively. He is
currently a fellow member of the HKICPA, an associate of the Hong Kong Institute of Chartered Secretaries and an associate of
the Institute of Chartered Secretaries and Administrators. Mr Lau is experienced in the accounting and audit fields.

Mr Lai Nga Ming, Edmund, aged 37, is an independent non-executive director of the Company since April 2020. He is the
company secretary of luxxu Group limited (stock code: 1327), a company listed on Main Board. He is an independent non-
executive director of PKU Resources since April 2020. Mr Lai received a Bachelor of Arts (Honours) in Accountancy from The
Hong Kong Polytechnic University and is a member of HKICPA. He has accumulated extensive experience in auditing and
accounting by working in various international firms of Certified Public Accountants, listed and multinational companies in Hong
Kong such as Grant Thornfon Hong Kong, BDO Hong Kong and SDM Group Holdings Limited (stock code: 8363, a company
listed on the GEM).
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REPORT OF THE DIRECTORS

The directors present their report and the audited financial statements for the year ended 31 December 2020.

PRINCIPAL ACTIVITIES

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

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2020 and the Group's financial position at that date are set out in the
financial statements on pages 63 to 149.

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

BUSINESS REVIEW

A review of the business of the Group during the year and a discussion on the Group's future business development, possible
risks and uncertainties that the Group may be facing are sef out in the section headed "Management Discussion and Analysis” on
pages 4 fo 11 of the annual report.

The financial risk management objectives and policies of the Group are sef out in note 39 to the financial statements.

An analysis of the Group's performance during the year using financial key performance indicators is set out in the secfions
headed “Management Discussion and Analysis” on pages 4 fo 11 and "Financial Highlights” on page 3 of the annual report.

Discussion on the Group's environment policies, relationships with its employees, customers, suppliers and other key stakeholders
and compliance with relevant laws and regulations which have a significant impact on the Group are sef out in the section
headed “Environmental, Social and Governance Report” on pages 22 to 49 of the annual report.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and non-controlling interests of the Group for the last five financial years, as
extracted from the audited financial statements, is set out on page 152. This summary does not form part of the audited financia
statements.

SHARE CAPITAL

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

PRE-EMPTIVE RIGHTS

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

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

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

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

DISTRIBUTABLE RESERVES

At 31 December 2020, the Company's reserves available for distribution amounted to approximately HK$173,984,000. In
addition, the Company's share premium account, in the amount of approximately HK$53,597,000, may be distributed in the
form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

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

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

DIRECTORS

The directors of the Company during the year were:

Executive directors:
Mr Cheung Shuen lung
Mr Shao Xing

Professor Xiao Jian Guo
Ms Zuo Jin

Mr Hu Bin

Ms Liao Hang

Independent non-executive directors:
Mr Chan Chung Kik, Lewis

Mr Lau Ka Wing loppointed on 1 April 2020)
Mr Lai Nga Ming, Edmund  (appointed on 1 April 2020)
Mr Li Fat Chung [resigned on 1 April 2020)
Ms Wong Lam Kit Yee [resigned on 1 April 2020)

In accordance with the byelaws of the Company, Mr Cheung Shuen Lung, Mr Hu Bin and Mr Chan Chung Kik, Lewis will retire
and, being eligible, offer themselves for re-election at the forthcoming annual general meeting.

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

Biographical details of the directors of the Company and the senior management of the Group are set out on pages 50 to 51 of
the annual report.

DIRECTORS" SERVICE CONTRACTS

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

DIRECTORS" EMOLUMENITS

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

PERMITTED INDEMNITY PROVISION

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

DIRECTORS" INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR CONTRACTS

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

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

At 31 December 2020, the inferests and short positions of the directors in the share capifal, underlying shares and debenture of
the Company or ifs associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (the “"SFO”)),
as recorded in the register required fo be kept by the Company pursuant fo section 352 of the SFO, or as otherwise nofified to
the Company and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”), were as follows:

Long positions in ordinary shares of the Company:

Percentage of

Number of ordinary the Company’s
Name of director Capacity and nature of interest shares held issued share capital
Mr Shao Xing Directly beneficially owned 12,053,556 1.00

Save as disclosed above, as at 31 December 2020, none of the directors had registered an inferest or short position in the
shares or underlying shares of the Company or any of ifs associated corporations that was required fo be recorded pursuant to
section 352 of the SFO, or as otherwise notified fo the Company and the Stock Exchange pursuant fo the Model Code.
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DIRECTORS INTERESTS IN COMPETING BUSINESS

During the year ended 31 December 2020, none of the directors of the Company had any inferest in a business [other than
those businesses where the Directors of the Company were appointed as directors to represent the interests of the Company
and/or any member of the Group) which is considered to compete or is likely to compete, either directly or indirectly, with the
businesses of the Group.

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

At 31 December 2020, so far it is known fo the directors of the Company, the following interests of 5% or more of the issued
share capital of the Company were recorded in the register of inferests required to be kept by the Company pursuant to section

336 of the SFO:
Long positions:

Percentage of
Number of  the Company’s

Capacity and ordinary issued share

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

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

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

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

Notes:

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

2. Peking Founder was deemed fo be interested in the 367,179,610 shares under the SFO by virtue of its interest in PKU Founder Information.
Save as disclosed above, so far it is known fo the directors of the Company, as at 31 December 2020, no person had

registered an interest or short position in the shares or underlying shares of the Company that was required fo be recorded
pursuant fo section 336 of the SFO.
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CONTINUING CONNECTED TRANSACTIONS

During the year, the Company and the Group had the following contfinuing connected transactions, certain details of which are
disclosed in compliance with the requirements of Chapter 14A of the Listing Rules.

(a) On 31 January 2020, dE 3L RFTIEEFHRAR] (Beijing Founder Electronics Co., lid.) (“Founder Electronics”), 3bR
77 EENFESEEEH T BMR A 7] (Beijing Founder EasiPrint Digital Technology Co., lid.*) (“Founder EasiPrint’) and 1675
FEFHIRIE M AR A (Beijing Founder Digital Printing Technology Co., Lid.*) [“Founder Digital Prinfing”) renewed
the lease agreements and management agreements with the subsidiary of Peking Founder fo lease the premises in Beijing
from 1 February 2020 to 31 December 2020 with rentfree period from 1 January 2020 to 31 January 2020, for
the total amount of rental of RMB12,365,000 and management fees of RMB4,845,000 [equivalent to approximately
HK$13,9208,000 and HK$5,450,000). Further detfails of the transaction were set out in the announcement of the
Company dated 31 January 2020.

During the year, the management fees and rental expenses of Founder Electronics, Founder EasiPrint and Founder Digital
Printing payable fo the subsidiary of Peking Founder are approximately HK$5,450,000 (2019: HK$5,238,000) and
HK$ 13,208,000 (2019: HK$10,127,000) respectively. The directors consider that the rental and management fees
were accrued in accordance with the terms of the lease agreement.

On 29 December 2020, Founder Electronics, Founder EasiPrint and Founder Digital Printing renewed the lease
agreements and management agreements with the subsidiary of Peking Founder to lease the premises in Beijing from 1
January 2021 to 31 December 2021, for the fofal amount of rental of RMB12,365,000 and management fees of RMB
4,845,000 [equivalent to approximately HK$ 13,908,000 and HK$5,450,000). Further details of the transaction were
sef out in the announcement of the Company dated 29 December 2020.

(b)  On 3 November 2017, the Company and Peking Founder entered info a master purchase agreement for the purchase of

information products and research and development services from Peking Founder and ifs subsidiaries (collectively “Peking
Founder Group”| for the period from 1 January 2018 to 31 December 2020.

During the year, products and services of approximately HK$2,575,000 (2019: HK$2,402,000) were purchased from
Peking Founder Group. The directors consider that the purchases of products and services were made in accordance with
the master agreements.

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

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

(c) On 25 October 2018, the Company and Peking Founder renewed a mastfer sales agreement with Peking Founder for
the sales of information products, hardware and software development services and system infegration services to Peking
Founder Group for the period from 1 January 2019 to 31 December 2021. Further details of the transaction were set out
in the announcement of the Company dated 25 October 2018.
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(d)

During the year, sales of information products, hardware and software development services and system integration
services of approximately HK$ 1,156,000 (2019: HK$7,205,000) were made to Peking Founder Group. The directors
consider that the sales of information products and sysfem infegration services were made in accordance with the master
sales agreement.

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

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

For the year ended 31 December 2019, entrusted loans in the amounts of RMB370,000,000 (equivalent to
approximately HK$412,180,000) and RMB7,000,000 (equivalent to approximately HK$7,798,000) were provided
to Peking Founder and Peking Founder Handwriting Digital Technology Co., Lid.* ["Founder Handwriting”), a subsidiary
of Peking Founder, respectively. The entrusted loans are unsecured and bear interest at rates ranging from 7.0% to
8.0% per annum. The entrusted loans lent to Peking Founder were seffled on 25 September 2019 as to the amount of
RMB370,000,000 [equivalent to approximately HK$412,180,000). The entrusted loan lent to Founder Handwriting
were sefiled on 5 August 2019 as 1o the amount of RMB3,000,000 (equivalent to approximately HK$3,342,000), 7
November 2019 as to the amount of RMB2,000,000 (equivalent to approximately HK$2,228,000) and @ December
2019 as to the amount of RMB2,000,000 (equivalent to approximately HK$2,228,000). Subsequent to the setlement,
the entrusted loans in amount of RMB370,000,000 and RMB7,000,000 were lent to Peking Founder and Founder
Handwriting again. As at 31 December 2019, the entrusted loans in the aggregate amount of RMB377,000,000
[equivalent to approximately HK$419,978,000) and the related interest receivable of RMB5,605,000 (equivalent to
approximately HK$6,244,000) were included in prepayments, deposits and other receivables.

After considering the operating and financial position of Peking Founder and Founder Handwriting, provision for impairment
in the aggregate amount of RMB382,605,000 (equivalent to approximately HK$426,222,000] was made by the

Company in 2019, please refer to note 21 to the financial statements for more defails.

The entrusted loans lent to Founder Handwriting were setiled on 3 February 2020 as to the amount of RMB3,000,000
[equivalent to approximately HK$3,342,000), 25 May 2020 as to the amount of RMB2,000,000 (equivalent o
approximately HK$2,228,000) and 5 June 2020 as to the amount of RMB2,000,000 (equivalent to approximately
HK$2,228,000). The provision for impairment in the amount of RMB7,000,000 (equivalent to approximately
HK$7,798,000) was reversed in 2020.

For the year ended 31 December 2020, entrusted loans in amount of RMB7,500,000 [equivalent to approximately
HK$8,910,000) were provided to Founder Handwriting, which were setled on 25 May 2020.
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As at 31 December 2020, the outstanding entrusted loans in the aggregate amount of RMB370,000,000 (equivalent to
approximately HK$439,560,000) and the related interest receivable of RMB5,591,000 (equivalent to approximately
HK$6,642,000) receivable from Peking Founder remained outstanding and the provision for impairment in the aggregate
amount of RMB375,591,000 (equivalent to approximately HK$446,202,000) remained unchange.

During the year, interest income earned by the Group from Founder Handwriting amounted to HK$335,000 (2019: from
Peking Founder and Founder Handwriting amounted to HK$26,253,000).

The directors consider that the provision of entrusted loans and the receipt of interest income from Peking Founder and
Founder Handwriting were made in accordance with the entrusted loan master agreement.

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

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

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITORS

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

ON BEHALF OF THE BOARD

Cheung Shuen Lung

Chairman

Hong Kong
30 March 2021

* For identification purpose only
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INDEPENDENT AUDITOR’S REPORT

Ernst & Young KB TR E BT Tel E5E: +852 2846 9888
22/F, CITIC Tower BABPIRAEEH Fox {H: +852 2868 4432
1 Tim Mei Avenue RIERE2218 ey.com

Central, Hong Kong

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

OPINION

We have audited the consolidated financial statements of Founder Holdings Limited (the “Company”) and its subsidiaries (the
"Group”) set out on pages 63 to 149, which comprise the consolidated statement of financial position as at 31 December
2020, and the consolidated statement of profit or loss, the consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

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

BASIS FOR OPINION

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

KEY AUDIT MATTERS

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

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

Valuation of land and buildings and investment properties

The Group measures ifs land and buildings and investment
properties at fair value: as at 31 December 2020, the
carrying amounts of these properties were HK$313,921,000
and HK$142,923,000, respectively, which in aggregate
represenfed 30% of the Group's fotal assets. The fair value
measurement of these properties is subjective and requires
management to make significant estimates. To assist with their
determination of the fair value, management engaged external
property valuation appraisers fo perform the valuations. The
valuations are based on various assumptions, such as estimated
rental revenues, discount rates, market knowledge and historical

transactions.

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

Impairment of trade receivables

As at 31 December 2020, the carrying amounts of
trade receivables before provision for impairment were
HK$231,664,000, which were included in the amounts of
trade and bills receivables. The Group recognises an impairment
provision based on the expected credit loss ("ECL") approach
under HKFRS @ Financial Instruments. The measurement of ECls
requires the application of significant judgement and estimates,
such as the expected future cash flows and forward-looking
factors specific to the debtors and the economic environment. As
at 31 December 2020, the impairment provision recorded for

trade receivables was HK$49,612,000.

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

FOUNDER HOLDINGS LIMITED

How our audit addressed the key audit matter

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

We also focused on the adequacy of the disclosures of the
valuation of the land and buildings and investment properties
in the financial statements.

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

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

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

subsequent collection.

We also reviewed the adequacy of the disclosures of
impairment of trade receivables in the financial statements.
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OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

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

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

In connection with our audit of the consolidated financial statements, our responsibi\if\/ is to read the other information ond,
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 fo be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required fo report that fact. We have nothing fo
report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

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

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

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

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

. Identify and assess the risks of material misstatement of the consolidated financial statements, whether due fo fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate fo provide a basis for our opinion. The risk of not defecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, infentional omissions, misrepresentations,
or the override of internal control.
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] Obtain an undersfanding of internal control relevant fo the audit in order to design audit procedures that are appropriate
in the circumsfances, but not for the purpose of expressing an opinion on the effectiveness of the Group's internal control.

J Evaluate the appropriafeness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the directors.

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

concern.

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

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

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

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

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

The engagement pariner on the audit resulting in this independent auditor’s report is VWong Man Kit.

Ernst & Young
Certified Public Accountants
Hong Kong

30 March 2021
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

YEAR ENDED 31 DECEMBER 2020

2019
HK$'000

1,058,424

[5306,786)

Notes
REVENUE 5
Cost of sales
Cross profit
Other income and gains 5
Selling and distribution expenses
Administrative expenses
Other expenses, net
Finance costs 7
Share of profits of associates
PROFIT/(LOSS) BEFORE TAX 6
Income tax 10

521,638

94,415
(235,855
(96,167
(624,167
9,538)
145

PROFIT/(LOSS) FOR THE YEAR

(349,529)

110,739

Attributable to:
Owners of the parent

[238,790)

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

Basic and diluted

[238,790)
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

YEAR ENDED 31 DECEMBER 2020

2019
Notes HK$'000
PROFIT/(LOSS) FOR THE YEAR (238,790)
OTHER COMPREHENSIVE INCOME/(LOSS)
Other comprehensive income/(loss) that may be reclassified
to profit or loss in subsequent periods:
Share of other comprehensive income/(loss) of associates 15 (55)
(55)
Exchange differences:
Exchange differences on translation of foreign operations [171,245)
(11,245)
Net other comprehensive income/(loss) that may be reclassified to

profit or loss in subsequent periods [11,300)
Other comprehensive income that will not be reclassified to

profit or loss in subsequent periods:

Changes in fair value of equity investments at fair value through

other comprehensive income 16 (4,115)

Revaluation surplus of land and buildings, net of fax 9,886
Net other comprehensive income that will not be reclassified to

profit or loss in subsequent periods 5,771
OTHER COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR,

NET OF TAX (5,529)
TOTAL COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR [244,319)
Attributable to:

Owners of the parent (244,319)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 DECEMBER 2020

2019

Notes HK$'000
NON-CURRENT ASSETS
Property, plant and equipment 12 324,301
Investment properties 13 146,184
Rightof-use assets 14(a) 2,805
Investments in associates 15 2,634
Equity investments at fair value through other comprehensive income 16 2,641
Infangible assefs 17 =
Deferred tax assets 29 115,793
Pledged deposits 24 4,109
Total non-current assets 598,467
CURRENT ASSETS
Inventories 18 71,131
Trade and bills receivables 19 178,019
Contract assets 20 17,334
Prepayments, other receivables and other assets 21 78,453
Financial assefs af fair value through profit or loss 23 563
Structured deposits 22 =
Pledged deposifs 24 10,123
Cash and cash equivalents 24 553,866
Tax recoverable 1,186
Total current assets 910,675
CURRENT LIABILITIES
Trade and bills payables 25 62,040
Contract liabilities 26 77,385
Other payables and accruals 27 255,080
Inferestbearing bank borrowings 28 107,093
Lease liabilities 14(b) 1,979
Tax payable 7,157
Total current liabilities 510,734
NET CURRENT ASSETS 399,941
TOTAL ASSETS LESS CURRENT LIABILITIES 998,408
NON-CURRENT LABILITIES
Lease liabilities 14(b) 460
Deferred tax liabilities 29 56,566
Total non-current liabilities 57,026
Net assets Q41,382

Annual Report 2020 FOUNDER HOLDINGS LIMITED



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 DECEMBER 2020

2019
Nofes HK$'000
EQUITY
Equity attributable to owners of the parent
Issued capital 30 119,975
Reserves 32 821,407
Total equity 941,382
Cheung Shuen Lung Shao Xing
Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

YEAR ENDED 31 DECEMBER 2020

Atioutable fo owners of he parent

Equity
invesfments
ot foir value
fhrough ofher
lond and  comprehensive
Shore buildings income Exchange
Issued pemum  Confibued ~ revaluofion  revaluction fluctuation General  Accumulated
copial account surplus fesenve fesenve reseve reserve losses Total equity
HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$'000
At 31 December 2018 119,975 53,597 867910 249,287 (7,294 (19,035) 79,808 (158,567) 1,185,701
Loss for the year - - - - - - - (238,790 (238,790|
Other comprehensive income for he year:
Revaluation surplus of land and buildings,
net of fax - - - 9,886 - - - - 9,886
Chonge in equity invesimen's of air value
fhrough other comprehensive income - - - - 4,11) - - - 4,115
Share of other comprehensive loss of
associofes - - - - - 55) - - 53)
Exchange differences on franslaion of
foreign operafions - - - - - (11,249 - - (11,249)
Totol comprefensive loss for the year - - - 9,886 4,113) (11,300) - 238,790) (244.319)
Transter of revaluation reserve of lond and
buldings fo accumulated losses - - - [7.939) - - - 7939 -
At 31 December 2019 119,975 53597 867910%  251234* (11400 (30,355 79.868* (389438 941,382
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

YEAR ENDED 31 DECEMBER 2020

At 31 December 2019
Profi for the year
Other comprehensive income for he year:
Revaluation surplus of land and buldings,
nef of fox
Chonge in equity invesimen's of fair value
fhrough ofher comprehensive income
Share of other comprehiensive income of
associofes
Exchange diferences on franslafion of
foreign operations

Tolol comprefensive profi for the year

Tronsfer of revaluation reserve of land and
buldings fo accumulated losses

At 31 December 2020

* These reserve accounts comprise the consolidated reserves of HK$926,275,000 (2019: HK$821,407,000) in the consolidated statement of
financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED 31 DECEMBER 2020

Notes

CASH FLOWS FROM OPERATING ACTIVITIES

Profit/(loss) before tax

Adjustments for:
Finance costs 7
Share of profits of associafes
Interest income 5
Fair value losses on investment properties 6
Gain on disposal of items of property, plant and equipment 5
Fair value (gains)/losses on financial assets at fair value through

profit or loss 6
Fair value gains on structured deposits 6
Gain on disposal of financial assets af fair value through profit or loss 6
Impairment of trade receivables and contract assefs 6
COVID-19-related rent concessions from lessors 14
Depreciation of property, plant and equipment 6
Depreciation of rightof-use assefs 6
Impairment/(reversal of impairment] of other receivables and
other assefs 6

Write-off of inventories 6
Provision for obsolefe inventories 6

(Increase)/decrease in inventories

Decrease in contract assets

Increase in trade and bills receivables

Decrease/ increase) in prepayments, other receivables and other assets
Decrease in contract liabilities

Increase/(decrease) in trade and bills payables

Increase in other payables and accruals

Exchange differences

Cash generated from operations

Interest received

Inferest paid

Inferest element of finance lease rental payments

Hong Kong profits tax recovered

Corporate income tax paid in the Mainland of the People’s Republic of
China ("Mainland China” or the "PRC")

Net cash flows from operating activities

Annual Report 2020

2019
HK$'000

(349,529)

9,538
(145)
[32,568)
4,985
(609)

240

Q,236
19,158
2,209

436,580
1,434
2,383

102,912

18,621
30,713
(50,599
(35,851)
(8,988
(7,947)
8,947
2,832

60,640
6,315
(@,394)
(144)

(2,398)

55,019

FOUNDER HOLDINGS LIMITED

69



70

CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED 31 DECEMBER 2020

2019
Note HK$'000
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 20,968
Purchases of items of property, plant and equipment (4,327)
Proceeds from disposal of items of property, plant and equipment 1,264
Purchases of financial assefs at fair value through profit or loss =
Purchase of structured deposits -
Proceeds from disposal of structure deposits =
Proceeds from disposal of financial assets af fair value through
profit or loss =
Decrease/ increase) in non-pledged time deposits with original
maturity of more than three months when acquired (1,123)
Advances of entrusted loans fo related companies (832,158
Advances of other loans to a related company (2,228)
Repayment of entrusted loans from related companies 832,500
Decrease/ (increase) in pledged deposits (1,355)
Net cash flows from/(used in) investing activities 13,541
CASH FLOWS FROM FINANCING ACTIVITIES
New bank loans 140,364
Repayment of bank loans (191,843)
Principal portion of lease payments (2,002)
Net cash flows used in financing activities (53,481)
NET INCREASE IN CASH AND CASH EQUIVALENTS 15,079
Cash and cash equivalents at beginning of year 471,542
Effect of foreign exchange rate changes, net (10,558
CASH AND CASH EQUIVALENTS AT END OF YEAR 476,063
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances 24 425,197
Non-pledged time deposits 128,669
Cash and cash equivalents as stated in the consolidated statement of
financial position 553,866
Non-pledged time deposits with original maturity of more than
three months when acquired (77,803)
Cash and cash equivalents as sfated in the consolidated statement of
cash flows 476,063
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NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

CORPORATE AND GROUP INFORMATION

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

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

New Territories, Hong Kong.

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

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

Information about subsidiaries

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

Place of Percentage of
incorporation/ Issued ordinary/ equity attributable
regisiration registered to the Company

Name and business share capital Direct Indirect  Principal activities

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

invesiment holding

R ARFEEFERAF PRC/Mainland China Registered - 100 Software development,

Beijing Founder Electronics Co., Lid. HK$230 million system infegration and
("Founder Electronics’)* information product

distribution

IR EEESERMAR AT PRC/Mainland China Registered = 100 Software development
(Beijing Founder EasiPrint Digital RMB50 million and information product
Technology Co., 1id.%) distribution
("Founder EasiPrint’)

IR FEFERI AR AT PRC/Mainland China Registered = 100 Information product
(Beijing Founder Digital Prinfing RMB5 million distribution
Technology Co., 11d.%)

[FounderDigital Prinfing] A

Founder Elecfronics (HK) Limited Hong Kong Ordinary HK$2 = 100 Information product

distribution

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

Royal leader Limited Hong Kong Ordinary HK$2 = 100 Property holding

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

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

PUC Founder [M] Sdn. Bhd. Malaysia Ordinary - 100 Invesiment holding

RM500,000
FOUNDER HOLDINGS LIMITED
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NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

CORPORATE AND GROUP INFORMATION (continved)

Information about subsidiaries (continved)

< For identification purposes only

e Registered as a wholly-foreign-owned enterprise under PRC low

R Registered as limited liability companies under PRC law

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

BASIS OF PREPARATION

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

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries for the year
ended 31 December 2020. A subsidiary is an entity (including a structured entfity), directly or indirectly, controlled by
the Company. Control is achieved when the Group is exposed, or has rights, to variable retumns from its involvement with
the investee and has the ability to affect those returns through its power over the investee (i.e., existing rights that give the
Group the current ability to direct the relevant activities of the investee).

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

(a) the contractual arangement with the other vote holders of the investee;
(b) rights arising from other confractual arrangements; and
(c) the Group's voting rights and potential voting rights.

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

31 DECEMBER 2020

2.1

2.2

BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

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

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

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

CHANGES IN ACCOUNTING POLCIES AND DISCLOSURES

The Group has adopted the Conceptual Framework for Financial Reporting 2018 and the following new and revised
HKFRSs for the first time for the current year's financial statements.

Amendments to HKFRS 3 Definition of a Business

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

Amendment to HKFRS 16 COVID-19Related Rent Concessions (early adopted)
Amendments to HKAS 1 and HKAS 8 Definition of Material
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NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

2.2 CHANGES IN ACCOUNTING POLCIES AND DISCLOSURES (continved)

The nature and the impact of the Conceptual Framework for Financial Reporting 2018 and the revised HKFRSs are

described below:

(a)

(b)

(c)

Conceptual Framework for Financial Reporting 2018 [the “Conceptual Framework”) sefs out a comprehensive
sef of concepts for financial reporting and standard setting, and provides guidance for preparers of financial
statements in developing consistent accounting policies and assistance to all parties to understand and interpret
the standards. The Conceptual Framework includes new chapters on measurement and reporting financial
performance, new guidance on the derecognition of assets and liabilities, and updated definitions and recognition
criteria for assefs and liabilities. It also clarifies the roles of stewardship, prudence and measurement uncertainty
in financial reporting. The Conceptual Framework is not a standard, and none of the concepts contained therein
override the concepts or requirements in any standard. The Conceptual Framework did not have any significant
impact on the financial position and performance of the Group.

Amendments to HKFRS 3 clarify and provide additional guidance on the definition of a business. The amendments
clarify that for an integrated set of activities and assets to be considered a business, it must include, at a minimum,
an input and a substantive process that together significantly contribute to the ability to create output. A business
can exist without including all of the inputs and processes needed to create outputs. The amendments remove
the assessment of whether market participants are capable of acquiring the business and continue to produce
oufputs. Instead, the focus is on whether acquired inpufs and acquired subsfantive processes together significantly
contribute fo the ability fo creafe outputs. The amendments have also narrowed the definition of outputs to focus on
goods or services provided fo cusfomers, investment income or other income from ordinary activities. Furthermore,
the amendments provide guidance fo assess whether an acquired process is substantive and infroduce an optional
fair value concentration test fo permit a simplified assessment of whether an acquired set of activities and assets is
not a business. The Group has applied the amendments prospectively to transactions or other events that occurred
on or after 1 January 2020. The amendments did not have any impact on the financial position and performance
of the Group.

Amendments to HKFRS @, HKAS 39 and HKFRS 7 address issues affecting financial reporting in the period before
the replacement of an existing inferest rafe benchmark with an alfemative riskfree rate ("RFR"). The amendments
provide femporary reliefs which enable hedge accounting to continue during the period of uncerfainty before
the introduction of the alternative RFR. In addition, the amendments require companies to provide additional
information fo investors about their hedging relationships which are directly affected by these uncertainties. The
amendments did not have any impact on the financial position and performance of the Group as the Group does
not have any interest rate hedging relationships.
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NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

2.2 CHANGES IN ACCOUNTING POLCIES AND DISCLOSURES (continued)

(d)  Amendment to HKFRS 16 provides a practical expedient for lessees fo elect not to apply lease modification
accounting for rent concessions arising as a direct consequence of the COVID-19 pandemic. The practical
expedient applies only o rent concessions occurring as a direct consequence of the pandemic and only if (i) the
change in lease payments results in revised consideration for the lease that is substantially the same as, or less
than, the consideration for the lease immediately preceding the change; (i) any reduction in lease payments
affects only payments originally due on or before 30 June 2021; and [iii) there is no substantive change fo other
ferms and conditions of the lease. The amendment is effective for annual periods beginning on or affer 1 June
2020 with earlier application permitted and shall be applied refrospectively.

During the year ended 31 December 2020, a quarterly lease payment for the lease of the Group’s warehouse
has been reduced or waived by the lessor as a result of the COVID-19 pandemic and there are no other changes
fo the terms of the lease. The Group has early adopted the amendment on 1 January 2020 and elected not o
apply lease modification accounting for all rent concessions granted by the lessors as a result of the pandemic
during the year ended 31 December 2020. Accordingly, a reduction in the lease payments arising from the rent
concessions of HK$301,129 has been accounted for as a variable lease payment by derecognising part of the
lease liabilities and crediting to profit or loss for the year ended 31 December 2020.

(e) Amendments to HKAS 1 and HKAS 8 provide a new definition of material. The new definition states that
information is material if omitting, misstating or obscuring it could reasonably be expected to influence decisions
that the primary users of general purpose financial statements make on the basis of those financial statements.
The amendments clarify that materiality will depend on the nature or magnitude of information, or both. The
amendments did not have any significant impact on the financial position and performance of the Group.
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NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

2.3

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING
STANDARDS

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

Amendments fo HKFRS 3 Reference to the Conceptual Framework?
Amendments to HKFRS @, HKAS 39, HKFRS 7, Interest Rate Benchmark Reform — Phase 2!
HKFRS 4 and HKFRS 16
Amendments to HKFRS 10 and HKAS 28 (2011)  Sale or Contribution of Assets between an Investor and its Associate
or Joint Venture*

HKFRS 17 Insurance Confracts®

Amendments to HKFRS 17 Insurance Confracts® ©

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current®
Amendments fo HKAS 16 Property, Plant and Equipment: Proceeds before Infended Use?
Amendments fo HKAS 37 Onerous Contracts — Cost of Fulfilling a Confract?

Annual Improvements to HKFRSs 2018-2020 Amendments to HKFRS 1, HKFRS 9, lllustrative Exomp|es

accompanying HKFRS 16, and HKAS 412

Effective for annual periods beginning on or after 1 January 2021
Effective for annual periods beginning on or after 1 January 2022
Effective for annual periods beginning on or after 1 January 2023
No mandatory effective date yet determined but available for adoption

o oh W N —

As a consequence of the amendments to HKAS 1, Hong Kong Interpretation 5 Presentation of Financial Statements — Classification by
the Borrower of a Term Lloan that Contains a Repayment on Demand Clause was revised in October 2020 to align the corresponding
wording with no change in conclusion

8 As a consequence of the amendments to HKFRS 17 issued in October 2020, HKFRS 4 was amended to extend the temporary
exemption that permits insurers to apply HKAS 39 rather than HKFRS @ for annual periods beginning before 1 January 2023

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

Amendments to HKFRS 3 are intended to replace a reference to the previous Framework for the Preparation and
Presentation of Financial Statements with a reference to the Concepiual Framework for Financial Reporting issued in
June 2018 without significantly changing its requirements. The amendments also add to HKFRS 3 an exception fo its
recognition principle for an entity to refer to the Conceptual Framework to determine what constitutes an asset or a
liability. The exception specifies that, for liabilities and contingent liabilities that would be within the scope of HKAS 37
or HK[IFRICHnt 21 if they were incurred separately rather than assumed in a business combination, an enfity applying
HKFRS 3 should refer to HKAS 37 or HK(IFRICHNt 21 respectively instead of the Conceptual Framework. Furthermore,
the amendments clarify that contingent assets do not qualify for recognition at the acquisition date. The Group expects
to adopt the amendments prospectively from 1 January 2022. Since the amendments apply prospectively to business
combinations for which the acquisition date is on or after the date of first application, the Group will not be affected by
these amendments on the date of fransition.
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NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

2.3

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING

STANDARDS (continued)

Amendments fo HKFRS @, HKAS 39, HKFRS 7, HKFRS 4 and HKFRS 16 address issues not dealt with in the previous
amendments which affect financial reporting when an existing interest rate benchmark is replaced with an alternative
RFR. The Phase 2 amendments provide a practical expedient fo allow the effective interest rate to be updated without
adjusting the carrying amount when accounting for changes in the basis for defermining the contractual cash flows of
financial assets and liabilities, if the change is a direct consequence of the inferest rate benchmark reform and the new
basis for defermining the contractual cash flows is economically equivalent to the previous basis immediately preceding
the change. In addition, the amendments permit changes required by the inferest rafe benchmark reform to be made fo
hedge designations and hedge documentation without the hedging relationship being discontinued. Any gains or losses
that could arise on transition are dealt with through the normal requirements of HKFRS 9 to measure and recognise hedge
ineffectiveness. The amendments also provide a femporary relief fo entities from having fo meet the separately identifiable
requirement when an RFR is designated as a risk component. The relief allows an entity, upon designation of the
hedge, to assume that the separately identifiable requirement is met, provided the entity reasonably expects the RFR risk
component fo become separately identifiable within the next 24 months. Furthermore, the amendments require an entfity fo
disclose additional information to enable users of financial statements to understand the effect of inferest rate benchmark
reform on an entity's financial instruments and risk management strategy. The amendments are effective for annual periods
beginning on or after 1 January 2021 and shall be applied refrospectively, but enfities are nof required fo restate the
comparative information.

The Group had no interestbearing bank or other borrowings denominated in Hong Kong dollars and foreign currencies
based on the Hong Kong Interbank Offered Rate and the London Interbank Offered Rate (“LIBOR”) as af 31 December
2020.

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

Amendments to HKAS 1 clarify the requirements for classifying liabilities as current or non-current. The amendments specify
that if an enfity’s right to defer sefflement of a liability is subject to the entity complying with specified conditions, the entity
has a right to defer setlement of the liability af the end of the reporting period if it complies with those conditions at that
date. Classification of a liability is unaffected by the likelihood that the entity will exercise its right fo defer seflement of
the liability. The amendments also clarify the situations that are considered a setlement of a liability. The amendments are
effective for annual periods beginning on or after 1 January 2023 and shall be applied retrospectively. Earlier application is
permitied. The amendments are not expected to have any significant impact on the Group's financial statements.

Annual Report 2020 FOUNDER HOLDINGS LIMITED

77



78

NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

2.3

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

Amendments to HKAS 16 prohibit an enfity from deducting from the cost of an item of property, plant and equipment
any proceeds from selling items produced while bringing that asset to the location and condition necessary for it to be
capable of operating in the manner infended by management. Instead, an entity recognises the proceeds from selling any
such items, and the cost of those items, in profit or loss. The amendments are effective for annual periods beginning on or
after 1 January 2022 and shall be applied retrospectively only to items of property, plant and equipment made available
for use on or affer the beginning of the earliest period presented in the financial statements in which the entity first applies
the amendments. Earlier application is permitted. The amendments are not expected fo have any significant impact on the
Group's financial statements.

Amendments to HKAS 37 clarify that for the purpose of assessing whether a contract is onerous under HKAS 37, the
cost of fulfilling the contract comprises the costs that relate directly to the contract. Costs that relate directly to a contract
include both the incremental costs of fulfilling that contract (e.g., direct labour and materials) and an allocation of other
cosfs that relate directly to fulfilling that contract (e.g., an allocation of the depreciation charge for an item of property,
plant and equipment used in fulfilling the confract as well as confract management and supervision costs). General and
administrative costs do not relate directly fo a confract and are excluded unless they are explicitly chargeable to the
counterparty under the confract. The amendments are effective for annual periods beginning on or affer 1 January 2022
and shall be applied fo contracts for which an entity has not yet fulfilled all its obligations at the beginning of the annual
reporting period in which it first applies the amendments. Earlier application is permitted. Any cumulative effect of initially
applying the amendments shall be recognised as an adjustment to the opening equity at the date of initial application
without restating the comparative information. The amendments are not expected to have any significant impact on the
Group's financial statements.

Annual Improvements to HKFRSs 2018-2020 sets out amendments to HKFRS 1, HKFRS 9, lllustrative Examples
accompanying HKFRS 16, and HKAS 41. Details of the amendments that are expected to be applicable fo the Group
are as follows:

o HKFRS @ Financial Instruments: clarifies the fees that an entity includes when assessing whether the terms of a new
or modified financial |iobi|ify are substonﬂo”y different from the terms of the original financial |iobi|it\/, These fees
include only those paid or received between the borrower and the lender, including fees paid or received by
either the borrower or lender on the other's behalf. An entity applies the amendment to financial liabiliies that are
modified or exchanged on or affer the beginning of the annual reporting period in which the entity first applies
the amendment. The amendment is effective for annual periods beginning on or after 1 January 2022. Earlier
application is permitted. The amendment is not expected to have a significant impact on the Group's financial
statements.

J HKFRS 16 Leases: removes the illustration of payments from the lessor relating to leasehold improvements in
lllustrative Example 13 accompanying HKFRS 16. This removes potential confusion regarding the freatment of
lease incentives when applying HKFRS 16.
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NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investments in associates and joint ventures

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

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

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

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

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

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

31 DECEMBER 2020

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continved)

Fair Vqlue measurement

The Group measures ifs land and buildings, investiment properties, financial assets at fair value through profit or loss,
structured deposits, bills receivable and equity investments at fair value through other comprehensive income at the end
of each reporting period. Fair value is the price that would be received 1o sell an asset or paid fo transfer a liability in
an orderly transaction between market participants at the measurement date. The fair value measurement is based on the
presumption that the fransaction fo sell the asset or transfer the liability takes place either in the principal market for the asset
or liability, or in the absence of a principal market, in the most advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability is measured using
the assumptions that market participants would use when pricing the asset or liability, assuming that market participants
act in their economic best inferest.

A fair value measurement of a nonfinancial asset takes info account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by selling it fo another market participant that would use the asset
in its highest and best use.

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

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

a whole:

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

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

level 3 = based on valuation techniques for which the lowest level input that is significant to the fair value

measurement is unobservable

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

Impairment of non-financial assets

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

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

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

loss is accounted for in accordance with the relevant accounting policy for that revalued asset.

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

(a) the party is a person or a close member of that person’s family and that person
(i) has control or joint control over the Group;
(ii) has significant influence over the Group; or
(i) is a member of the key management personnel of the Group or of a parent of the Group;

or
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continved)

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

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

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

(i) the entity and the Group are joint ventures of the same third party;
(iv)  one enfity is a joint venture of a third entity and the other entity is an associate of the third entity;

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

(vij  the entity is controlled or jointly controlled by a person identified in (al;

[vil  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); and

[viii)  the enfity, or any member of a group of which it is a part, provides key management personnel services to
the Group or to the parent of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost or valuation less accumulated depreciation and any impairment losses.
The cost of an item of property, plant and equipment comprises its purchase price and any directly aftributable costs of
bringing the asset fo its working condition and location for ifs intended use.

Expenditure incurred after items of property, plant and equipment have been put info operation, such as repairs and
maintenance, is normally charged to the statement of profit or loss in the period in which it is incurred. In situations where
the recognition criferia are safisfied, the expenditure for a major inspection is capitalised in the carrying amount of the asset
as a replacement. Where significant parts of property, plant and equipment are required fo be replaced at intervals, the
Group recognises such parts as individual assets with specific useful lives and depreciates them accordingly.

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

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

Lland and buildings Over the lease terms

leasehold improvements 20% or over the lease terms, whichever is shorter
Furniture, fixtures and office equipment 20% to 335%

Machinery and equipment 12.5% to 20%

Motor vehicles 10% to 25%

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

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

Investment properties

Investment properties are inferests in land and buildings held to earn rental income and/or for capital appreciation, rather
than for use in the production or supply of goods or services or for administrative purposes; or for sale in the ordinary
course of business. Such properties are measured initially at cost, including transaction costs. Subsequent fo initial
recognition, investment properties are stated at fair value, which reflects market conditions at the end of the reporting
period.

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

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

For a transfer from investment properties to owneroccupied properties or inventories, the deemed cost of a property for
subsequent accounting is its fair value at the date of change in use. If a property occupied by the Group as an owner-
occupied property becomes an investment property, the Group accounts for such property in accordance with the policy
stated under “Property, plant and equipment and depreciation” for owned property and/or accounfs for such property in
accordance with the policy sfated under “Rightof-use assets” for property held as a rightof-use asset up fo the date of change
in use, and any difference at that date between the carrying amount and the fair value of the property is accounted for as
a revaluation in accordance with the policy stated under “Property, plant and equipment and depreciation” above.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continved)

Intangible assets (other than goodwill)

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

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

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

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

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

Deferred development costs are stated at cost less any impairment losses and are amortised using the straightline basis
over the commercial lives of the underlying products not exceeding three years, commencing from the date when the
products are put infto commercial production.

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

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for shortterm leases and leases
of low-value assets. The Group recognises lease liabilities fo make lease payments and rightof-use assets representing the
right fo use the underlying assets.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES (continved)

Leases (continued)
Group as a lessee (continued)

(a)

Rightofuse assets

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

lease liabilities

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

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

Shortterm leases and leases of low-value assets

The Group applies the shortterm lease recognition exemption to its shortterm leases of properties (that is those
leases that have a lease term of 12 months or less from the commencement dafe and do not confain a purchase
opfion). lease payments on shortterm leases are recognised as an expense on a sfraightline basis over the lease

term.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continved)

Leases (continued)

Group as a lessor

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

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

Investments and other financial assets

Initial recognition and measurement

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

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

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

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

All regular way purchases and sales of financial assefs are recognised on the trade date, that is, the date that the Group

commits fo purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the period generally established by regulation or convention in the marketplace.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES (continved)

Investments and other financial assets (confinued)
Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at amortised cost (debt instruments)

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

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

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

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

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

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

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

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

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

o the rights fo receive cash flows from the asset have expired; or

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

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

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

repay.

Impairment of financial assets

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

General approach

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

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

Impairment of financial assets (continued)

General approach (continued)

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

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

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

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

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

lifetime ECLs

Simplified approach

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

For frade receivables and contract assets that confain a significant financing component and lease receivables, the Group
chooses as ifs accounting policy to adopt the simplified approach in calculating ECLs with policies as described above.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continved)

Financial liabilities

Initial recognition and measurement

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

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

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

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

Financial liabilities at amortised cost

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

interest rate amortisation process.

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

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

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

Offsetting of financial instruments

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

Inventories

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

FOUNDER HOLDINGS LIMITED Annual Report 2020



NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES (continved)

Cash and cash equivalents

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

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

Provisions

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

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

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

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

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

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

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

o when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a fransaction
that is not a business combination and, at the time of the fransaction, affects neither the accounting profit nor
faxable profit or loss; and

o in respect of taxable temporary differences associated with investments in subsidiaries, associates and joint

ventures, when the timing of the reversal of the temporary differences can be controlled and it is probable that the
femporary differences will not reverse in the foreseeable future.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continved)

Income tax (continued)

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

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

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

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

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

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

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. VWhen the grant relates to an expense item, it is recognised as income
on a sysfematic basis over the periods that the costs, which it is infended to compensate, are expensed.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES (continved)

Revenue recognition

Revenue from contracts with customers

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

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

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

HKFRS 15.

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

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

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

Other income

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

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

that the economic benefits associated with the dividend will flow to the Group and the amount of the dividend can be
measured reliably.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continved)

Contract assets

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

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

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

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

(c) The costs are expected fo be recovered.

The capitalised contract costs are amortised and charged fo the statement of profit or loss on a systematic basis that is
consistent with the pattern fransfer to the cusfomer of the goods or services fo which the assef relates. Other contract costs
are expensed as incurred.

Contract liabilities

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

Employee benefits

Pension schemes

The Group operates defined contribution retirement benefit schemes for those employees who are eligible to participate.
Contributions are made based on a percentage of the employees’ basic salaries and are charged to the statement of
profit or loss as they become payable in accordance with the rules of the respective schemes. The assets of the schemes
are held separately from those of the Group in an independently administered fund.

When an employee leaves the Mandatory Provident Fund Exempted Occupational Retirement Schemes Ordinance
refirement benefits scheme prior to his/her interest in the Group’s employer contributions vesting fully, the ongoing
confributions payable by the Group will be reduced by the relevant amount of forfeited employer contributions. In respect
of the /\/\ondofory Provident Fund retirement benefit scheme, the Group's emp|oyer mondotory contributions vest fu||y with
the employees when contributed into the scheme except for the Group's employer voluntary contributions, which are
refunded to the Group when the employee leaves employment prior to the contributions vesting fully, in accordance with
the rules of the scheme.

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

Employee benefits (continved)

Termination benefits

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

Borrowing costs

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

Dividends

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

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

Foreign currencies

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

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

In defermining the exchange rate on initial recognition of the related assef, expense or income on the derecognifion of
a non-monetary assef or non-monetary liability relating to an advance consideration, the date of initial transaction is the
date on which the Group initially recognises the non-monetary asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in advance, the Group defermines the transaction date for each
payment or receipt of the advance consideration.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continved)

Foreign currencies (continued)

The functional currencies of certain subsidiaries and associates not operating in Hong Kong are currencies other than
Hong Kong dollar. As at the end of the reporting period, the assets and liabilities of these entities are translated into Hong
Kong dollars at the exchange rates prevailing at the end of the reporting period and their statements of profit or loss are
translated info Hong Kong dollars at the weighted average exchange rates for the year.

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

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

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

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

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

Property lease classification — Group as lessor

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

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

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

Judgements (continued)

Classification between investment properties and owner-occupied properties

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

Estimation uncertainty

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

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

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

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

Provision for expected credit losses on loan receivables

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

Fair valve of structured deposits

The structured deposits with principal protected have been valued based on the expected cash flows discounted af current
rates applicable for items with similar terms and risk characteristics. This valuation requires the Group to make esfimates
about expected future cash flows, credit risk volatility and discount rates and hence they are subject fo uncertainty.
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continved)

Estimation uncertainty (continved)

Leases - Estimating the incremental borrowing rate

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

Provision for obsolete inventories

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

Stage of completion of software development and system integration contracts

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

Fair value of investment properties and land and buildings

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

Impairment of non-financial assets (other than goodwiill)

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

Estimation uncertainty (continued)

Deferred tax assets

Deferred fax assefs are recognised for unused tax losses and other deductible temporary differences to the extent that it
is probable that taxable profits will be available against which the losses and the deductible temporary differences can
be utilised. Significant management judgement is required to determine the amount of deferred fax assets that can be
recognised, based upon the likely timing and level of future faxable profits fogether with future tax planning strategies. The
fotal amount of unrecognised deductible temporary differences and unrecognised tax losses at 31 December 2020 was
approximately HK$423,377,000 (2019: HK$389,059,000). Further details are included in note 29 to the financial

statements.

4. OPERATING SEGMENT INFORMATION

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

Geographical information
(a) Revenue from external customers

2020 2019
HK$’000 HK$'000
Mainland China 931,786 1,055,222
Hong Kong 4,554 2,933
Others 205 269
936,545 1,058,424

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

(b) Non-current assets

2020 2019
HK$’000 HK$'000
Mainland China 271,833 256,379
Hong Kong 209,712 216,892
Others 3,111 2,653
484,656 475,924

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

Information about major customers

During the year, there was no revenue derived from transactions with a single external customer which individually
accounted for 10% or more of the Group's revenue (2019: Nil).
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5. REVENUE, OTHER INCOME AND GAINS

An analysis of revenue is as follows:

2019
HK$'000

Revenue from contracts with customers
Revenue from other sources
Rental income from investment property operating leases

1,053,829

4,595

1,058,424

Revenue from contracts with customers
(i) Disaggregated revenue information

For the year ended 31 December 2020

Types of goods or services
Sale of information products and software
Sale of software development and system integration service

Total revenue from contracts with customers

Geographical markets
Mainland China
Others

Total revenue from contracts with customers

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

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

Revenue from contracts with customers (continued)

(i) Disaggregated revenue information (continued)

For the year ended 31 December 2019 Total
HK$'000

Types of goods or services

Sale of information products and software 853,424

Sale of software development and system integration service 200,405

Total revenue from contracts with customers 1,053,829

Geographical markets

Mainland China 1,053,560

Others 269

Total revenue from contracts with customers 1,053,829

Timing of revenue recognition

Goods transferred at a point in fime 853,424

Services transferred over time 200,405

Total revenue from contracts with customers 1,053,829

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

2020 2019
HK$’000 HK$'000
Revenue recognised that was included in contract liabilities af the
beginning of the reporting period:
Sale of information products and software 43,256 43,008
Sale of software development and system integration service 8,500 13,252
51,756 56,260
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S.

REVENUE, OTHER INCOME AND GAINS (continved)

Revenue from contracts with customers (continued)

(ii)

Performance obligations
Information about the Group's performance obligations is summarised below:

Sale of information products and soffware

The performance obligation is safisfied upon delivery of information products and software and payment is
generally due within 90 days from the invoice date, except for new customers, where payment in advance is
normally required. A cerfain percentage of payment is refained by customers until the end of the retention period as
the Group's entitlement to the final payment is conditional on the satisfaction of the goods’ quality by the customers
over a certain period as stipulated in the contracts.

Sale of software development and system integration

The performance obligation is safisfied over time as services are rendered and payment is generally due within 15
days from the invoice date. A certain percentage of payment is retained by customers until the end of the refention
period as the Group's entitlement fo the final payment is conditional on the satisfaction of the service quality by the
cusfomers over a cerfain period as sfipulated in the contracts.

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

2020 2019
HK$'000 HK$'000

Amounts expected fo be recognised as revenue:
Within one year 56,204 114,455
After one year 2,677 9,023
58,881 123,478

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

2019
HK$'000

Other income
Bank inferest income 6,315
Other interest income 26,253
Government grants (nofe) 55,360
Others 5,878
93,806

Gains

Gain on disposal of items of property, plant and equipment 609
Fair value gains on structured deposits =
Foreign exchange differences, net =
609
Q4,415

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

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

2019
Notes HK$'000
Auditor's remuneration 2,560
Cost of inventories sold and services provided * * 534,403
Depreciation of property, plant and equipment 12 19,158
Depreciation of rightof-use assets 14(a) 2,209
lease payments not included in the measurement of lease
liabilities 14(c) 20,615
Impairment of frade receivables and contract assefs* 19/20 9,236
Impairment/(reversal of impairment] of other receivables* 21 436,580
Loss on write-off of inventories* 1,434
Provision for obsolete inventories* * 2,383
Research and development costs:
Current year expenditure * 163,452
Employee benefit expenses (including direcfors” and chief
executive’s remuneration — note 8):
Wages and salaries 258,454
Pension scheme confributions* * * 41,111
299,565
Foreign exchange differences, net 4,024
Direct operating expenses (including repair and maintenance
arising on rentalearning invesiment properties 736
Fair value (gains)/losses on financial assets at fair value
through profit or loss 240
Fair value losses on investment properties* 13 4,985

Gain on disposal of financial assets
at fair value through profit or loss
Fair value gains on structured deposits

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

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

*** At 31 December 2020, the Group had no forfeited contributions available to reduce its contributions fo the pension schemes in future

years (2019: Nil).
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/. FINANCE COSTS

An analysis of finance costs is as follows:

2019

HK$'000

Interest on lease liabilities 144
Inferest on bank borrowings 9,394
9,538

8. DIRECTORS" AND CHIEF EXECUTIVE'S REMUNERATION

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

2019

HK$'000

Fees 402
Other emoluments:

Salaries, allowances and benefits in kind 2,393

Performance related bonuses* 2,930

Pension scheme contributions 73

5,396

5,798

(a)

Certain executive directors of the Company are entitled to bonus payments which are determined with reference to the performance of
the Group's operations.

Independent non-executive directors
The fees paid fo independent non-executive directors during the year were as follows:

2019

HK$'000

Mr Li Fat Chung! 138
Ms Wong Lam Kit Yee' 132
Mr Chan Chung Kik, Lewis 132
Mr Lau Ka Wing? -
Mr Lai Nga Ming? -
402

There were no other emoluments payable fo the independent non-executive direciors during the year (2019: Nil).
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8. DIRECTORS" AND CHIEF EXECUTIVE'S REMUNERATION f(continued)

(b)  Executive directors

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

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

2020

Mr Cheung Shuen Lung
Mr Shao Xing*

Ms Zuo Jin

Professor Xiao Jian Guo
Mr Hu Bin

Ms Liao Hang

2019

Mr Cheung Shuen Lung = 1,371 = 73 1,444
Mr Shao Xing* - 1,022 2,930 - 3,952
Ms Zuo Jin - - - - -
Mr Cui Yun Tao® - - - - -
Professor Xiao Jian Guo? - - - - -
Mr Hu Bin - - - - -
Ms liao Hang = = = = =

= 2,393 2,230 73 5,396

Mr Shao Xing is also the chief executive officer of the Group
I Resigned on 1 April 2020

2 Appointed on 1 April 2020
9 Resigned on 4 April 2019
= Appointed on 4 April 2019

There was no arrangement under which a director or the chief executive waived or agreed to waive any
remuneration during the year.
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FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included one (2019: one) director and the chief executive officer, details
of whose remuneration are sef out in note 8 above. Details of the remuneration of the remaining four (2019: four) highest
paid employees who are neither a director nor chief executive of the Company are as follows:

2019

HK$'000

Salaries, allowances and benefits in kind 4,844
Performance related bonuses 3,334
Pension scheme contributions 232
8,410

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

Number of employees

2019
HK$ 1,500,001 to HK$2,000,000 3
HK$2,000,001 to HK$2,500,000 0
HK$2,500,001 to HK$3,000,000 1
4
INCOME TAX
2019
HK$'000
Current = Hong Kong
Charge for the year =
Current = Mainland China
Charge for the year 6,496
Overprovision in prior years (2,109)
Deferred (note 29) (115,126)
Total tax credit for the year (110,739)

Hong Kong profits tax has been provided at the rate of 16.5% (2019:16.5%) on the estimated assessable profits arising
in Hong Kong during the year, except for the first HK$2,000,000 of assessable profits for Founder Electronics (HK)
Limited which is taxed af the rate of 8.25% as Founder Electronics (HK| Limited elects the tworiered profits tax rates in
2020 and 2019.
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31 DECEMBER 2020

10. INCOME TAX (continued)

Taxes on profits assessable in Mainland China have been calculated af the statutory PRC corporate income tax [“CIT")
rate of 25%. Certain subsidiaries of the Group are entifled fo preferential tax treatments of reduction in the CIT rafe to 5%,

10% or 15%.

The share of tax attributable to associates amounting to negative HK$28,000 (2019: negative HK$29,000] is included
in “Share of profits of associates” in the consolidated statement of profit or loss.

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

2019
HK$'000 %

Profit/(loss) before tax (349,529)
Tax at the sfatutory tax rate (85,753) 24.5
Lower tax rate for specific provinces or

enacted by local authority 49116 (14.1)
Adjustment in respect of current tax of

previous periods (2,109) 0.6
Effect on changes in tax rates (70,105) 20.1
Profits and losses attributable to associates (29) -
Income not subject to fax (894) 0.3
Expenses not deductible for tax 4,946 (1.4)
Research and development super deduction (8,2006) 2.3
Tax losses utilised from previous periods = =
Tax losses not recognised 2,295 (0.6)
Tax credit at the Group's effective rafe (110,739) 31.7

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

The calculation of the basic earnings/loss per share amount is based on the earnings/loss for the year affributable to
ordinary equity holders of the parent, and the weighted average number of ordinary shares of 1,199,746,993 (2019:
1,199,746,993) in issue during the year.

The Group had no potentially dilutive ordinary shares in issue during the years ended 31 December 2020 and 2019.
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12. PROPERTY, PLANT AND EQUIPMENT

31 December 2020
At 31 December 2019 and
at 1 January 2020:
Cost or valuation
Accumulated depreciation
and impairment

Net carrying amount

At 1 January 2020, net of
accumulated depreciation

Additions

Disposals

Surplus on revaluation

Depreciation provided during
the year [nofe 6}

Exchange realignment

At 31 December 2020, net of
accumulated depreciation
and impairment

At 31 December 2020:
Cost or valuation
Accumulated depreciation

and impairment

Net carrying amount
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31 DECEMBER 2020

12. PROPERTY, PLANT AND EQUIPMENT (continved)

Fumniture,
fixtures Machinery
land and leasehold and office and Motor
buildings  improvements equipment equipment vehicles Total

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

31 December 2019
At 31 December 2018 and
at 1 January 2019:

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

and impairment = (6,342) (40,307) [5,788) (6,934] (59,371)

Net carrying amount 305,306 10,883 7,633 11,719 1,748 337,289

At 1 January 2019, nef of

accumulated depreciation 305,306 10,883 7,633 11,719 1,748 337,289
Additions = = 4,317 10 = 4,327
Disposals - - (230) (425) - (655)
Transfers fo investment properties (4,090) - - - - (4,090)
Surplus on revaluation 11,356 - - - - 11,356
Depreciation provided during

the year (nofe 6) (©,937) (2,392) (4,034) (2,374) (421) (19,158)
Exchange realignment (4,419 = (142) (179) (28) (4,768)

At 31 December 2019, net of
accumulated depreciation

and impairment 298,216 8,491 7,544 8,751 1,299 324,301

At 31 December 2019:

Cost or valuation 298,216 16,878 44,149 16,701 7,306 383,250
Accumulated depreciation
and impairment = (8,387) (36,605 [7,950) (6,007) (58,949
Net carrying amount 208,216 8,491 7,544 8,751 1,299 324,301
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31 DECEMBER 2020

12. PROPERTY, PLANT AND EQUIPMENT (continved)

The Group's land and buildings consist of one residential property and one commercial property in the PRC and certain
commercial properties and car parking spaces in Hong Kong. The directors of the Company have determined that the
land and buildings consist of three classes of asset, i.e., commercial properties, residential property and car parking
spaces, based on the nature, characteristics and risks of each property. The Group's land and buildings were revalued on
31 December 2020 based on valuations performed by LCH (Asia-Pacific) Surveyors Limited, independent professionally
qualified valuers, ot HK$313,921,000. Each year, the Group’s management decides to appoint which external valuer to
be responsible for the external valuations of the Group’s land and buildings. Selection criteria include market knowledge,
repufation, independence and whether professional standards are maintained. The Group's management has discussions
with the valuer on the valuation assumptions and valuation results when the valuation is performed for annual financial
reporting.

Had these land and buildings been carried af hisforical cost less accumulated depreciation, their carrying amount would
have been approximately HK$ 18,182,000 (2019: HK$18,300,000).

At 31 December 2020 and 2019, none of the Group’s land and buildings was pledged to secure general banking
facilities granted to the Group (note 28).

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

Recurring fair value measurement for:

Commercial properties
Residential property
Car parking spaces

Annual Report 2020 FOUNDER HOLDINGS LIMITED 111



NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

12. PROPERTY, PLANT AND EQUIPMENT (continved)

Fair value hierarchy (continued)

Fair value measurement as at

31 December 2019 using

Quoted

prices in Significant Significant

active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
Recurring fair value measurement for: HK$'000 HK$'000 HK$'000 HK$'000
Commercial properties = = 62,712 62,712
Residential property = = 228,927 228,927
Car parking spaces = = 6,577 6,577
= = 298,216 298,216

During the year, there were no transfers of fair value measurements between Llevel 1 and Level 2 and no fransfers into or
out of Level 3 (2019: Nil).

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

Commercial Residential Car parking

properties property spaces

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

Carrying amount at 1 January 2019 63,229 235,072 7,005
Net gain from a fair value adjustment recognised in

other comprehensive income 5,687 5,863 (194)

Transfers fo investment properties (4,090) - -

Depreciation provided during the year (2,114) (7,589 (234)

Exchange realignment - 4,419) -

Carrying amount at 31 December 2019 and
1 January 2020

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

Depreciation provided during the year

Exchange realignment

Carrying amount at 31 December 2020
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PROPERTY, PLANT AND EQUIPMENT (continved)

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

Valuation Significant
techniques unobservable inputs Range
2020 2019
Commercial properties Market approach Adjustment on market -23.8% 10 -6.6% —-35.2%10-10.6%
unit price (per s.q.m.)
Residential property Market approach Adjustment on market -12.9% to 6.0% ~13.1% to 6.4%
unit price (per s.q.m.)
Income approach Adjustment on market -13.5% to -9.5% -11.8%1t0-1.8%
rental (per s.q.m. and
per month)
Copitalisation rate 1.4% 1.0% to 1.3%
Car parking spaces Market approach Adjustment on market -24.9% to 3.9% —-22.4% 10 6.7%

unit price (per s.q.m.)

Under the markef approach, fair value is estimated based on the unit prices of comparable properties with certain
adjustments made to reflect the differences in location, neighbourhood, environment, facilities, etc. Comparable properties
of similar size, character and location are analysed and carefully weighed against all the respective advantages and
disadvantages of each property in order to arrive at a fair comparison of capital values. Physical, locational and
economical characteristics are important criteria fo be analysed when comparing such comparable properties against the
subject properties.

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

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

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

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

Fair value hierarchy (continued)

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

13. INVESTMENT PROPERTIES

2020 2019

HK$'000 HK$'000

Carrying amount at 1 January 146,184 147,223
Net losses from a fair value adjustment (3,756) (4,985)
Transfers from property, plant and equipment - 4,090
Exchange realignment 495 (144)
Carrying amount at 31 December 142,923 146,184

The Group's investment properties consist of certain commercial properties, residential properties and car parking spaces
in Hong Kong and one commercial property and one residential property in the PRC. The directors of the Company
have defermined that the investment properties consist of three classes of assef, i.e., commercial, residential and car
parking spaces, based on the nature, characteristics and risks of each property. The Group's investment properties were
revalued on 31 December 2020 based on valuations performed by LCH [Asia-Pacific) Surveyors Limited, independent
professionally qualified valuers, at HK$142,923,000. Each year, the Group’s management decides to appoint which
external valuer to be responsible for the external valuations of the Group's investment properties. Selection criteria
include market knowledge, reputation, independence and whether professional standards are maintained. The Group's
management has discussions with the valuer on the valuation assumptions and valuation results when the valuation is
performed for annual financial reporting.

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

At 31 December 2020, cerfain of the Group’s investment properties with a carrying value of approximately
HK$75,589,000 (2019: HK$76,279,000) were pledged to secure general banking facilities granted to the Group [nofe
28).

Further particulars of the Group's investment properties are included on pages 150 to 151 of the annual report.
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13. INVESTMENT PROPERTIES (continved)

Fair value hierarchy

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

Recurring fair value measurement for:

Commercial properties
Residential properties
Car parking spaces

Fair value measurement as at

31 December 2019 using

Quoted

prices in Significant Significant

active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
Recurring fair value measurement for: HK$'000 HK$'000 HK$'000 HK$'000
Commercial properties = = 118,848 118,848
Residential properties = = 24,103 24,103
Car parking spaces = = 3,233 3,233
= = 146,184 146,184

During the year, there were no transfers of fair value measurements between level 1 and level 2 and no transfers info or

out of Llevel 3 (2019: Nlil).

Annual Report 2020

FOUNDER HOLDINGS LIMITED

115



116

NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

13. INVESTMENT PROPERTIES (continved)

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

Commercial Residential Car parking

properties properties spaces

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

Carrying amount at 1 January 2019 121,443 22,525 3,255
Net gains/(losses) from a fair value adjustment

recognised in other income and gains in

profit or loss 6,552) 1,589 (22)

Transfers from property, plant and equipment (nofe 12) 4,090 = =

Exchange realignment (133) (11) =

Carrying amount at 31 December 2019 and

1 January 2020

Net losses from a fair value adjustment recognised in

profit or loss
Exchange realignment

Carrying amount at 31 December 2020

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

Valuation
techniques

Significant
unobservable inputs

Commercial properties

Residential properties

Car parking spaces

FOUNDER HOLDINGS LIMITED

Invesiment approach

Market approach

Invesiment approach

Investment approach

Adjustment on market
unit price (per s.q.m.)
Adopted yield

Adjustment on market
unit price (per s.q.m.)

Adjustment on market
unit price (per s.q.m.)
Adopted yield

Adiustment on market
unit price (per s.g.m.)

Adopted yield

Range
2019

-38% to ~0.5%
2.5% 10 6.8%

=12.7% 10 =10.8%

~47.2% 10 14.7%
1.9% to 5.9%
-18.9% to 6.4%

2.3% to 3.0%
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INVESTMENT PROPERTIES (confinued)

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

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

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

Under the market approach, fair value is estimated based on the unit prices of comparable properties with certain
adjustments made fo reflect the differences in location, neighbourhood, environment, facilities, efc. Comparable properties
of similar size, character and location are analysed and carefully weighed against all the respective advantages and
disadvantages of each property in order to arrive af a fair comparison of capital values. Physical, locational and
economical characterisfics are important criferia fo be analysed when comparing such comparable properties against the

subject properties.

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

comparable properties.
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14. LEASES

The Group as a lessee

The Group leases certain of its offices and warehouse properties under operating lease arrangements, which are

negotiated for terms ranging from six months fo three years.

(a) Right-of-use assets

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

Total
Buildings
HK$'000
As at 1 January 2019 3,679
Additions 1,392
Depreciation charge (2,209)
Exchange realignment (57)
As at 31 December 2019 and 1 January 2020 2,805
Additions 2,321
Depreciation charge (2,739)
Exchange realignment 163
As at 31 December 2020 2,550
(b) Lease liabilities
The carrying amount of lease liabilities and the movements during the year are as follows:
2020 2019
HK$’000 HK$'000
Carrying amount at 1 January 2,439 3,344
New leases 1,966 1,147
Accretion of inferest recognised during the year 121 144
CQOVID-19-related rent concessions from lessors (301) -
Payments (2,202) (2,146)
Exchange realignment 139 (50)
Carrying amount at 31 December 2,162 2,439
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14. [EASES (continued)

The Group as a lessee (continved)

(b)

(c)

(d)

(e)

Lease liabilities (continued)

2019
HK$'000

Analysed into:
Current portion 1,979
Non-current portion 460
Total 2,439

The maturity analysis of lease liabilities is disclosed in note 39 fo the financial statements.
As disclosed in note 2.2. to the financial statements, the Group has early adopted the amendment fo HKFRS 16
and applied the practical expedient fo all eligible rent concessions granted by the lessors for leases of certain

warehouse during the year.

The amounts recognised in profit or loss in relation fo leases are as follows:

2019

HK$'000

Inferest on lease liabilities 144

Depreciation charge of rightof-use assets 2,209
Expense relafing to shortterm leases and other leases with remaining

lease ferms ended on or before year end 20,615

COVID-19-related rent concessions from lessors =

Total amount recognised in profit or loss 22,968

The total cash oufflow for leases and future cash oufflows relating to leases that have not yet commenced are
disclosed in notes 33(c) and 35, respectively, to the financial statements.

The Group has no fermination opfions expected to be exercised.
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14, WEASES (continued)

The Group as a lessor
The Group leases its investment properties [nofe 13) under operatfing lease arrangements. The terms of the leases
generally also require the tenants to pay security deposits. Rental income recognised by the Group during the year was

HK$5,034,000 (2019: HK$4,595,000), details of which are included in note 5 to the financial statements.

At 31 December 2020, the undiscounted lease payments receivable by the Group in future periods under
non-cancellable operating leases with its tenants are as follows:

2019

HK$'000

Within one year 4,447
In the second fo fifth years, inclusive 3,411
7,858

15. INVESTMENTS IN ASSOCIATES

2019

HK$'000

Share of net assets 2,603
Due from associates 31
2,634

The amounts due from associates are unsecured, interesHree and repayable on demand. In the opinion of the directors,
the amounts due from associates are unlikely to be repaid in the foreseeable future and are considered as part of the
Group's net investments in the associates. There was no recent history of default and past due amounts for loans fo
associates. As at 31 December 2020 and 2019, the loss allowance was assessed to be minimal.

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

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

material:
2019
HK$'000
Share of the associates' profits for the year 145
Share of the associafes’ other comprehensive income/(loss) (55)
Share of the associates’ total comprehensive income Q0
Aggregate carrying amount of the Group's investments in associates 2,634

120  FOUNDER HOLDINGS LIMITED Annual Report 2020



NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

16.

EQUITY INVESTMENTS AT FARR VALUE THROUGH OTHER COMPREHENSIVE
INCOME

2019
HK$'000
Equity investments at fair value through
other comprehensive income
Listed equity investments, at fair value:
PUC Berhad 2,641

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

During the year ended 31 December 2020, the gross loss in respect of the Group's equity investments at fair value
through other comprehensive income recognised in other comprehensive income amounted to HK$747,000 (2019:
HK$4,115,000).

INTANGIBLE ASSETS
Patents and Development
acquired expenditure on
software media software Total
HK$'000 HK$'000 HK$'000
At 31 December 2019
Cost 2,228 10,061 12,289
Accumulated amortisation and impairment (2,228) (10,061) (12,289

Net carrying amount = _ _

At 31 December 2020
Cost
Accumulated amortisation and impairment

Net carrying amount
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18. INVENTORIES

2019

HK$'000

Trading stocks 71,131

19. TRADE AND BILLS RECEIVABLES

2019

HK$'000

Trade receivables 200,939

Bills receivable 17,728
Impairment (40,648)
178,019

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

Included in the Group's trade and bills receivables are amounts due from Peking Founder Group of HK$609,000 (2019:
HK$11,413,000), which are repayable on credit ferms similar to those offered to the major customers of the Group.

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

2019

HK$'000

Within 6 months 140,853
7 to 12 months 12,878
13 to 24 months 12,153
Over 24 months 12,135
178,019
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19. TRADE AND BILLS RECEIVABLES (continved)

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

2019

HK$'000

At beginning of year 29,216
Impairment losses, nef (nofe &) 12,280
Amount written off as uncollectible (369)
Exchange realignment (479)
At end of year 40,648

An impairment analysis is performed at each reporting date using a provision matrix fo measure expected credit losses.
The provision rates are based on the ageing of groupings of various customer segments with similar loss patters |i.e.,
by geographical region). The calculation reflects the probability-weighted outcome and reasonable and supportable
information that is available at the reporting dafe about past events, current conditions and forecasts of future economic
conditions. The increase in the loss allowance of HK$8,964,000 was a result of an increase in trade receivables of all
age groups. The individually impaired trade receivables are related to customers that were creditimpaired or in default of
payments and no receivable is expected to be recovered.

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

As at 31 December 2020

Impairment of credit loss assessed by
credit risk portfolio

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

Impairment of credit loss assessed individually
Expected credit loss rate

Gross carrying amount (HK$'000)
Expected credit losses (HK$'000)
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TRADE AND BILLS RECEIVABLES (continued)
As at 31 December 2019

Ageing

Less than 71012 13 10 24 Over

6 months months months 24 months Total
Impairment of credit loss assessed by

credit risk portfolio

Expected credit loss rate 2.56% 10.90% 27.61% 68.84% 18.45%
Gross carrying amount (HK$'000) 126,363 14,453 16,789 38,949 196,554
Expected credit losses (HK$'000) 3,238 1,575 4,636 26,814 36,263
Impairment of credit loss assessed individually
Expected credit loss rate 100% = = = 100%
Gross carrying amount (HK$'000) 4,385 - - - 4,385
Expected credit losses (HK$'000) 4,385 - - - 4,385

Transferred financial assets that are derecognised in their entirety

At 31 December 2020, the Group endorsed certain bills receivable accepted by banks in Mainland China (the
"Derecognised Bills") to cerfain of ifs suppliers in order to setfle the trade payables due to such suppliers with a
carrying amount in aggregate of RMB749,000 (equivalent to HK$890,000) (2019: RMB1,378,000 (equivalent to
HK$1,535,000)). The Derecognised Bills had a maturity of one to twelve months at the end of the reporting period.
In accordance with the Law of Negotiable Instruments in the PRC, the holders of the Derecognised Bills have a right
of recourse against the Group if the PRC banks default (the “Continuing Involvement”). In the opinion of the directors,
the Group has transferred substantially all risks and rewards relating to the Derecognised Bills. Accordingly, it has
derecognised the full carrying amounts of the Derecognised Bills and the associated frade payables. The maximum
exposure fo loss from the Group’s Continuing Involvement in the Derecognised Bills and the undiscounted cash flows to
repurchase these Derecognised Bills is equal to their carrying amounts. In the opinion of the directors, the fair values of the
Group's Continuing Involvement in the Derecognised Bills are not significant.

During the year ended 31 December 2020, the Group has not recognised any gain or loss on the date of transfer of
the Derecognised Bills. No gains or losses were recognised from the Confinuing Involvement, both during the year or
cumulatively. The endorsement has been made evenly throughout the year.
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20. CONTRACT ASSETS

2020 2019
HK$’000 HK$'000

Confract assets arising from:
Sale of software development and system integration services 11,087 16,092
Sale of information products and software 10,001 8,335
21,088 24,427
Impairment 4,771) (7,093)
16,317 17,334

Contract assefs are inifially recognised for revenue eamed from the sale of information products and software and the

sales of software development and system infegration services as the receipt of consideration is conditional on successful

delivery of goods or completion of services. Included in contract assets for the sale of information products and software,

and the sales of software development and system integration services also comprised refention receivables. Upon delivery

of goods or services and acceptance by the customer, the amounts recognised as contract assets are reclassified fo trade

receivables. The decrease in contfract assets in 2020 was the result of the decrease in the ongoing sale of information

products and software and the sales of software development and system integration services at the end of each the year.

During the year ended 31 December 2020, an allowance of HK$2,644,000 (2019: HK$3,044,000) was reversed

for expected credif losses on confract assets.

The expected timing of recovery or settlement for contract assets as at 31 December is as follows:

2020 2019

HK$’000 HK$'000

Within one year 15,210 14,980
After one year 5,878 9,447
Total contract assets 21,088 24,427
FOUNDER HOLDINGS LIMITED
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20. CONTRACT ASSETS [continued)

The movements in the loss allowance for impairment of contract assets are as follows:

2019

HK$'000

At beginning of year 16,893
Reversal of impairment losses, net (nofe 6) (3,044)
Amount written off (6,599)
Exchange realignment (157)
At end of year 7,093

An impairment analysis is performed at each reporting date using a provision matrix to measure expected credit losses.
The provision rates for the measurement of the expected credit losses of the confract assefs are based on those of the
frade receivables as the contract assefs and the trade receivables are from the same cusfomer bases. The provision rafes
of contract assets are based on the ageing of trade receivables for groupings of various customer segments with similar
loss patterns (i.e., by geographical region). The calculation reflects the probability-weighted outcome and reasonable and
supportable information that is available at the reporting date about past events, current conditions and forecasts of future
economic condifions. The individually impaired contract assefs are related to cusfomers that were creditimpaired or in
default of payments and no receivable is expected fo be recovered.

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

2019

Expected credit loss rate 29%
Gross carrying amount (HK$'000) 24,427
Expected credit losses (HK$'000) 7,093

21. PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

2019

HK$'000

Prepayments 26,067
Deposits and other receivables 58,141
Loan receivables 428,450
512,658

Impairment allowance

— Deposits and other receivables (5,755)
— loan receivables (Note) (428,450)
78,453
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PREPAYMENITS, OTHER RECEIVABLES AND OTHER ASSETS (confinued)

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

2020 2019

Note HK$’000 HK$'000

At beginning of year 434,205 5219
Impairment/ (reversal of impairment) losses recognised 6 (7,977) 436,580
Amount written off as uncollectible - (8)
Exchange realignment 28,633 (7,5806)
At 31 December 454,861 434,205

Deposits and other receivables mainly represent rental deposits and deposits with customers. Expected credit losses are

estimated by applying a loss rate approach with reference to the historical loss record of the Group. The loss rafe is

adjusfed to reflect the current conditions and forecasts of future economic conditions, as appropriate.

Note:

As at 31 December 2019, an entrusted loan receivable in the principal amount of RMB370,000,000 (approximately
HK$412,180,000) and the related interest amount of RMB5,591,000 (equivalent to approximately HK$6,228,000) (collectively the
"Outstanding Entrusted Loan”) were receivable from Peking Founder. On 18 February 2020, the Company received a notification letter
from Peking Founder, regarding a notice received by Peking Founder from The First Intermediate People’s Court of Beijing (the “Court”).
According to such notice, Bank of Beijing Co., Lid. applied fo the Court for a restructuring of Peking Founder. On 19 February 2020,
according fo the civil order and decision letter received by Peking Founder from the Court, the Court decided to accept the application
made by Bank of Beijing Co., Lid. for the inifiation of restructuring procedure against Peking Founder and appointed Peking Founder's
liquidation team as the administrator of Peking Founder. On 3 March 2020, the Company declared the Outstanding Entrusted Loan
became due. According to the relevant laws and regulations about judicial resfructuring, Peking Founder is not allowed fo seffle individual
debts during the restructuring period, including the Outstanding Entrusted Loan. Considering the detferioration of financial and repayment
ability of Peking Founder and the possibility of recovering the balances, the management of the Company defermined the recoverability
was remote, therefore, full provision for impairment was made on the Outstanding Enfrusted Loan in 2019. In 2020, the restructuring of
Peking Founder was still in progress, the management of the Company considered the provision for impairment remain unchanged.

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

The entrusted loans lent to Founder Handwriting were seftled on 3 February 2020 as to the amount of RMB3,000,000 (equivalent to
approximately HK$3,342,000), 25 May 2020 as fo the amount of RMB2,000,000 (equivalent to approximately HK$2,228,000)
and 5 June 2020 as to the amount of RMB2,000,000 (equivalent to approximately HK$2,228,000), thus provision for impairment of
these three loans were reversed in 2020.

Principal amount of RMB370,000,000 (equivalent to approximately HK$439,560,000) and related interest amount of RMB5,591,000
lequivalent to approximately HK$6,642,000) included in the above balances are under the confinuing connected transaction as set out
in the report of directors.
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22. STRUCTURED DEPOSITS

The structured deposits at 31 December 2020 were financial products with principal protected issued by banks in the
PRC. They were classified as financial assefs at fair value through profit and loss as their contractual cash flows are not
solely payments of principal and interest. At the end of the reporting period, the fair value of structured deposits amounted

to HK$178,359,000 (2019: Nil).

23. FINANCIAL ASSETS AT FAR VALUE THROUGH PROFIT OR LOSS

2020 2019

HK$’000 HK$'000

Listed equity investments, af fair value 186 380
Listed derivative investments, at fair value 201 183
387 563

The above equity and derivative investments at 31 December 2020 were classified as financial assets at fair value
through profit or loss as they were held for frading.

24. CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

2020 2019

HK$’000 HK$'000

Cash and bank balances 237,966 425197
Time deposits 135,784 142,901
373,750 568,098

less: Pledged time deposits

Pledged for long term letters of guarantee (3,188) (4,109)
Pledged for short ferm letters of guarantee 6,777) (10,123)

Cash and cash equivalents 363,785 553,866

At the end of the reporting period, the cash and cash equivalents of the Group denominated in Renminbi (“RMB”)
amounted fo approximately HK$208,631,000 (2019: HK$392,945,000). The RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations, the Group is permitied to exchange RMB for other currencies through
banks authorised fo conduct foreign exchange business.

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

206.

TRADE AND BILLS PAYABLES

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

2020 2019

HK$’000 HK$'000

Within & months 61,281 53,5083
7 to 12 months 994 1,866
13 to 24 months 1,694 1,649
Over 24 months 3,981 5,022
67,950 62,040

Included in the Group’s trade and bills payables are amounts due to Peking Founder Group of approximately
HK$ 1,327,000 (2019: HK$1,757,000), which are repayable on credit terms similar to those offered by the related

companies fo their major customers.

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

CONTRACT UABILITIES

Details of contract liabilities as at 31 December 2020 and 31 December 2019 are as follows:

2020 2019

HK$’000 HK$'000

Sale of information products and software 65,219 65,313
Sale of software development and system integration services 3,897 12,072
69,116 77,385

Confract liabilities include shortterm advances received for delivery of information products and software and rendering
of software development and system infegration services and amounts due fo contract customers. The decrease in contract
liabilities in 2020 was mainly due fo the decrease in the sale of software development and system infegration services af
the end of the year.

Included in the Group's shortterm advances as at 31 December 2020 are amounts from Peking Founder Group of

approximately HK$ 1,321,000 (2019: HK$1,286,000).
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27. OTHER PAYABLES AND ACCRUALS

2019
HK$'000
Accrued salaries and bonuses 112,115
Subcontracting fee 51,108
Other fax payables 28,632
Deferred revenue 27,746
Due fo Peking Founder Group 11,979
Others 23,500
255,080
Other payables are non-interestbearing and have an average ferm of three months.
28. INTEREST-BEARING BANK BORROWINGS
2019
Effective
interest rate
(%) Maturity HK$'000
Current
Bank loans — unsecured 4.35-5.66  On demand 107,093
107,093

Notes:

(a) As at 31 December 2020, none of unsecured bank loans (2019: HK$107,093,000) were guaranteed by Peking Founder.

(b) The Group's frade finance facilities amounting to HK$50,000,000 (2019: HK$50,000,000), of which nil (2019: Nil) had been
utilised as at the end of the reporting period, are secured by the Group's investment properties situated in Hong Kong, which had an

aggregate carrying value at the end of the reporting period of HK$75,589,000 (2019: HK$76,279,000).

(c) As at 31 December 2020, none of the Group's bank borrowings (2019: HK$107,093,000) were denominated in RMB.
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29.

DEFERRED TAX

The movements in deferred fax assefs and liabilities during the year are as follows:

Losses
available for
Temporary  Accelerated offsetfing
difference on amortisation future
Revaluation depreciation of infangible ~ Accrued taxable  Impairment
of properties of properties assefs  expenses profis  of assets Others Total
HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$'000  HK$'000  HK$'000
A1 January 2019 71298 7.113 1493 2694 6,176 - 382 (53,440)
Deferred tox credited/(charged)
fo the statement of profit or
loss for the year [note 10) 26 1,946 (188 1,177 (148) 109,028 3,285 115,126
Deferred tax charged o other
comprehensive income
during the year (1,471) - - - - - - (1,471)
Exchange realignment 1,296 (206) (26) 173 - (1,915) (64) (988)

At 31 December 2019 and
1 January 2020

Deferred tox credited/[charged)
fo the statement of profif or
loss for the year [nofe 10)

Deferred tax charged fo other
comprehensive income
during the year

Exchange realignment

At 31 December 2020

For presentation purposes, af the end of the reporting period, certain deferred tax assefs and liabilities have been offset

in the stafement of financial position. The following is an analysis of the deferred tax balances of the Group for financial

reporting purposes:

Net deferred tax assets recognised in the
consolidated statement of financial position

Net deferred tax liabilities recognised in the
consolidated statement of financial position
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29.

DEFERRED TAX [continued)

Deferred tax assets have not been recognised in respect of the following ifems:

2020 2019

HK$’000 HK$'000

Tax losses 355,646 309,883
Deductible femporary differences 67,731 79,176
423,377 389,059

The Group has tax losses arising in Hong Kong of approximately HK$322,909,000 (2019: HK$309,883,000), that
are available indefinitely for offsetting against future taxable profits of the companies in which the losses arose. As at 31
December 2020, the Group had fax losses arising in Mainland China of HK$32,737,000 (2019: nil) that will expire
in one fo five years for offsefting against future taxable profits. Deferred tax assefs have not been recognised in respect
of these losses and other deductible temporary differences as they have arisen in subsidiaries that have been lossmaking
for some time and it is not considered probable that taxable profits will be available against which the tax losses can be
utilised.

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

At 31 December 2020, no deferred tax has been recognised for withholding taxes that would be payable on the
unremitted earnings that are subject to withholding taxes of the Group's subsidiaries established in Mainland China. In
the opinion of the directors, if is not probable that these subsidiaries will distribute such earnings in the foreseeable future.
The aggregafe amount of temporary differences associated with investments in subsidiaries in Mainland China for which
deferred tax liabilities have not been recognised fotalled approximately HK$338,559,000 at 31 December 2020 (2019:
HK$245,730,000).

There are no income tax consequences atfaching to the payment of dividends by the Company fo ifs shareholders.
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30.

31.

SHARE CAPITAL

Shares
2020 2019
HK$’000 HK$'000
Authorised:
2,100,000,000 (2019: 2,100,000,000)
ordinary shares of HK$0.10 each 210,000 210,000
Issued and fully paid:
1,199,746,993 (2019: 1,199,746,993)
ordinary shares of HK$0.10 each 119,975 119,975

SHARE OPTION SCHEME

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

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

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

33.

SHARE OPTION SCHEME (continved)

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

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

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

Share options do not confer rights on the holders to dividends or to vote at shareholders” meetings.

No share options were granted during the years ended 31 December 2020 and 2019 and there were no outstanding
options as at 31 December 2020 and 2019.

RESERVES

The amounts of the Group's reserves and the movements therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 67 and 68 of the financial statements.

The Group's contributed surplus represents the excess of the nominal value of the shares and the share premium account of
Founder HK acquired pursuant to the Group reorganisation on 31 March 2000 over the nominal value of the Company's
shares issued in exchange therefor.

In accordance with the relevant PRC regulations, each of the Group's PRC subsidiaries is required fo transfer not less than
10% of its profit affer tax, as defermined in accordance with PRC accounting standards and regulations, to the general
reserve until such reserve reaches 50% of its registered capital. The quantum of the annual transfer is subject fo the
approval of the board of directors of each PRC subsidiary in accordance with its arficles of association.

NOTES TO THE CONSOLDATED STATEMENT OF CASH FLOWS

(@) Major non-cash transactions
During the vyear, the Group had non-cash additions to rightofuse assefs and lease liabilities of HK$2,321,000
(2019: HK$1,392,000) and HK$ 1,966,000 (2019: HKS$1,147,000), respectively, in respect of lease

arrangements for offices and warehouse properties.
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33. NOTES TO THE CONSOUDATED STATEMENT OF CASH FLOWS (coniinved)
(b)  Changes in liabilities arising from financing activities
2020

At 1 January 2020

Changes from financing cash flows

New leases

Interest expense

Inferest paid classified as operating cash flows
COVID-19-related rent concessions from lessors
Foreign exchange movement

At 31 December 2020

2019
Inferestbearing lease
bank borrowings liabilities
HK$'000 HK$'000
At 31 December 2018 160,914 -
Effect of adoption of HKFRS 16 = 3,344
At 1 January 2019 (restated) 160,914 3,344
Changes from financing cash flows (51,479) (2,002)
New leases = 1,147
Interest expense = 144
Inferest paid classified as operating cash flows = (144)
Foreign exchange movement (2,342) (50)
At 31 December 2019 107,093 2,439

()  Total cash outflow for leases
The total cash outflow for leases included in the statement of cash flows is as follows:

2019

HK$'000

Within operating activities 144
Within financing acfivities 2,002
2,146
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34. CONTINGENT LIABILITIES

At the end of the reporting pericd, the Group did not have any significant contingent liabilities (2019: Nil).

35. COMMITMENTS

(@)  Atthe end of the reporting period, the Group did not have any significant commitments.

(b)  The Group has various lease contracts that have not yet commenced as at 31 December 2020. The future lease
payments for these non-cancellable lease contracts are HK$20,515,000 (2019:HK$18,505,000) due within
one year, and Nil (2019: HK$127,000) due in the second o fifth years, inclusive.

36. RELATED PARTY TRANSACTIONS

) Transactions with related parties
(a) In addition to the transactions detailed elsewhere in these financial statements, the Group had the fo||owing
material fransactions with related parties during the year:

2020 2019
Notes HK$’000 HK$'000
Management fee income earned from subsidiaries
of Peking Founder (i) 597 1,089
Inferest income from Peking Founder Group (i) 335 26,253
Sales of goods to Peking Founder Group (i) 1,156 7,205
Rental and management expense fo a subsidiary
of Peking Founder Group (iii) 19,358 15,555
Purchase of goods from Peking Founder Group (i) 2,575 2,402
Notes:

(i) These transactions were conducted on the terms agreed between the parties involved.

(ii) The interest income was attributable fo the entrusted loans provided fo Founder Handwriting (2019: Peking Founder
and Founder Handwriting), which were unsecured and bore inferest at rates of 7.0% per annum (2019: 7.0% and
8.0%).

(iii) The expenses were attributable to the lease agreement and management agreement with a subsidiary of Peking
Founder fo lease the premises in Beijing with market price.

The above related party transactions for the current year in respect of items (i), (i) and (i) also constitute
connected fransactions as defined in Chapter 14A of the listing Rules.

(b) Other transactions with related parties
Peking Founder has guaranteed certain banking facilities granted to subsidiaries of the Company
amounting to HK$111,400,000 as at 31 December 2019, which were utilised to the extent of
approximately HK$84,813,000 as at 31 December 2019.
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36. RELATED PARTY TRANSACTIONS f(continved)

()  Outstanding balances with related parties
(a) Details of the Group's other receivables and other payables with its related companies as at the end of the
reporting period are disclosed in notes 21 and 27 to the financial statements.

(b) Details of the Group's amounts due from its associates as af the end of the reporting period are included in
note 15 to the financial statements.

(c) Details of the Group's frade balances with its related companies as at the end of the reporting period are
disclosed in notes 19, 20, 25 and 26 to the financial statements.

()  Compensation of key management personnel of the Group

2020 2019

HK$'000 HK$'000

Short term employee benefits 4,737 5,725
Pension scheme contributions 117 73
Total compensation paid fo key management personnel 4,854 5,798

Further details of directors” and the chief executive’s emoluments are included in note 8 to the financial statements.
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37. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the reporting period are as
follows:

2020

Financial assets

Due from associates

Equity investments at fair value through other
comprehensive income

Trade and bills receivables

Financial assets included in prepayments, other
receivables and other assefs

Financial assets at fair value through profit or loss

Structured deposits

Pledged deposits

Cash and cash equivalents

Financial liabilities - financial liabilities at amortised cost

Trade and bills payables
Financial liabiliies included in other payables and accruals
lease liabilities

138  FOUNDER HOLDINGS LIMITED Annual Report 2020



NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

37. FINANCIAL INSTRUMENTS BY CATEGORY  (continved)
2019

Financial assets

Fair value . .
through Financial Financial assets at
oF‘tgor S fair value through other
rof ssefs a
|osf— held amortised comprehensive income
for frading cost Debt Equity Total

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

Due from associates = 31 = = 31
Equity investments af fair value through other
comprehensive income - - - 2,641 2,641
Trade and bills receivables - 160,291 17,728 - 178,019
Financial assets included in prepayments, other
receivables and other assets - 52,386 - - 52,386
Financial assets at fair value through profit or loss 563 = = = 563
Pledged deposits - 14,232 - - 14,232
Cash and cash equivalents - 553,866 - - 553,866
563 780,806 17,728 2,641 801,738
Financial liabilities - financial liabilities at amortised cost
HK$'000
Trade and bills payables 62,040
Financial liabiliies included in other payables and accruals 224,113
Inferestbearing bank borrowings 107,093
Llease liabilities 2,439
395,685
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38. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group's financial instruments, other than those with carrying amounts that
reasonably approximate to fair value, are as follows:

Carrying amounts Fair values
2020 2019 2020 2019
HK$’000 HK$'000 HK$'000 HK$'000
Financial assets
Due from associates 31 31 31 31
Equity investments at fair value through other
comprehensive income 1,902 2,641 1,902 2,641
Pledged deposits, non-current portion 3,188 4,109 2,995 3,879
Bills receivable 17,845 17,728 17,845 17,728
Structured deposits 178,359 = 178,359 =
Financial assefs af fair value through profit
or loss 387 563 387 563
201,712 25,072 201,519 24,842

Management has assessed that the fair values of cash and cash equivalents, the current portion of pledged deposits,
trade receivables, trade and bills payables, financial assets included in prepayments, other receivables and other assets,
financial liabilities included in other payables and accruals and interestbearing bank borrowings approximate fo their
carrying amounts largely due fo the short ferm maturities of these instruments.

The fair values of the financial assets and liabilities are included at the amount at which the instrument could be
exchanged in a current transaction between willing parties, other than in a forced or liquidation sale.

The following methods and assumptions were used to estimate the fair values:

The fair values of the non-current portion of the pledged deposits and bills receivable have been calculated by discounting
the expected future cash flows using rates currently available for instruments with similar terms, credit risk and remaining
maturities. The Group's own non-performance risk for the non-current portion of the pledged deposits as at 31 December
2020 was assessed to be insignificant.

The fair values of listed financial assets af fair value through profit or loss and listed equity investments at fair value through
other comprehensive income are based on quoted markef prices.

The Group made structured deposits, which represent financial products with principle protected issued by banks in

Mainland China. The Group has estimated the fair value of these structured deposits by using a discounted cash flow
valuation model based on the market interest rates of instruments with similar terms and risks.
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38. FARR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy

The following fables illustrate the fair value measurement hierarchy of the Group's financial instruments:

Assets measured at fair valve:
As at 31 December 2020

Equity investments af fair value through other

comprehensive income
Financial assets at fair value
through profit or loss
Structured deposits
Bills receivable

As at 31 December 2019

Fair value measurement using

Quoted
prices in Significant Significant
acfive observable unobservable
markefs inputs inputs
(Level 1) (Level 2) (Level 3) Total
HK$'000 HK$'000 HK$'000 HK$'000
Equity investments at fair value through
other comprehensive income 2,641 - - 2,641
Financial assefs af fair value through profit
or loss 563 = = 563
Bills receivable - 17,728 - 17,728
3,204 17,728 2 20,232

The Group did not have any financial liabilities measured at fair value as at 31 December 2020 and 31 December

2019.

During the year, there were no transfers of fair value measurements between level 1 and level 2 and no fransfers info or
out of Llevel 3 for both financial assets and financial liabilities (2019: Nil).
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38. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (continved)

Fair value hierarchy (continued)
Assets for which fair valves are disclosed:
As at 31 December 2020

Pledged deposits, non-current portion

As at 31 December 2019

Fair value measurement using

Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
HK$'000 HK$'000 HK$'000 HK$'000
Pledged deposits, non-current portion = 3,879 = 3,879
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise interestbearing bank borrowings and cash and short ferm deposis.
The main purpose of these financial instruments is to raise finance for the Group's operations. The Group has various other
financial assefs and liabiliies such as trade and bills receivables and trade and bills payables, which arise directly from

its operations.

It is, and has been throughout the year under review, the Group's policy that no trading in financial instruments shall be
underfaken.

The main risks arising from the Group's financial instruments are credit risk, interest rate risk, liquidity risk and equity
price risk. The board of directors reviews and agrees policies for managing each of these risks and they are summarised
below.

Credit risk
The Group trades only with recognised and creditworthy third parties. It is the Group's policy that all customers who wish
fo frade on credit terms are subject to credit verification procedures. In addition, receivable balances are monitored on an

ongoing basis and the Group's exposure to bad debits is not significant.

Maximum exposure and year-end staging

The fables below shows the credit quality and the maximum exposure to credit risk based on the Group's credit policy,
which is mainly based on past due information unless other information is available without undue cost or effort, and year-
end staging classification as at 31 December. The amounts presented are carrying amounts for financial assets.

As at 31 December 2020

Due from associates
Contract assets*
Trade and bills receivables*
Financial assefs included in prepayments,
other receivables and other assets
— Normal* *
— Doubtful* *
Pledged deposits
— Not yet past due
— Past due
Cash and cash equivalents
— Not yet past due
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLCIES (confinved)
Credit risk (continued)
Maximum exposure and year-end staging (continued)
As at 31 December 2019

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Due from associates 31 = = = 31
Contract assets* - - 7,093 17,334 24 427
Trade and bills receivables* - - 4,385 214,282 218,667
Financial assets included in prepayments,
other receivables and other assets
— Normal* * 53,084 - - - 53,084
— Doubtful * * - 5,057 428,450 - 433,507
Pledged deposits
— Nof yet past due 13,233 - - - 13,233
— Past due 999 - - - elele)
Cash and cash equivalents
— Not yet past due 553,866 = = = 553,866
621,213 5,057 439,928 231,616 1,297,814

For frade receivables and contract assets to which the Group applies the simplified approach for impairment, information based on the
provision matrix is disclosed in notes 19 and 20 fo the financial statements, respectively.

*x The credit quality of the financial assets included in prepayments, other receivables and other assefs is considered to be “normal” when

they are not past due and there is no information indicating that the financiol assets had a significant increase in credit risk since initial
recognition. Otherwise, the credit quality of the financial assets is considered fo be “doubtful”.

Interest rate risk
The Group's exposure to the risk of changes in market interest rates relates primarily to the Group's interestbearing bank

borrowings with floafing interest rafes.

At 31 December 2020 and 2019, no interestbearing bank borrowings bore interest at floating rates.
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NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (confinved)
Liquidity risk
The Group monitors its risk fo a shorfage of funds using a recurring liquidity planning tool. This tool considers the maturity
of both ifs financial instruments and financial assets (e.g., trade and bills receivables) and projected cash flows from
operations.

The Group's obijective is fo mainfain a balance between confinuity of funding and flexibility through the use of bank
overdrafts, bank loans and lease liabilities. In addition, banking facilities have been put in place for contingency
purposes.

The maturity profile of the Group's financial liabilities as at the end of the reporting period, based on the contractual
undiscounted payments, is as follows:

Trade and bills payables

Financial liabiliies included in other payables and
accruals

lease liabilities

Within 1 year 2019

or on demand Over 1 year Total

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

Trade and bills payables 62,040 = 62,040
Financial liabiliies included in other payables and

accruals 224,113 - 224,113

Lease liabilities 1,979 460 2,439

Inferestbearing bank borrowings 108,224 = 108,224

396,356 460 396,816
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39.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLUCIES (continved)

Equity price risk

Equity price risk is the risk that the fair values of equity securities decrease as a result of changes in the value of individual
securifies. The Group is exposed to equity price risk arising from individual equity investments classified as financial assets
at fair value through profit or loss (note 23) and equity investments at fair value through other comprehensive income (note
16) as at 31 December 2020 and 31 December 2019. The Group's listed invesiments are listed on the ACE Market
of Bursa Malaysia Securifies Berhad, New York Stock Exchange, Hong Kong Stock Exchange and the Taiwan Stock
Exchange and are valued at quoted market prices at the end of the reporting period.

The following table demonstrates the sensitivity to every 1% change in the fair values of the Group’s principal equity
investments, with all other variables held constant and before any impact on tax, based on their carrying amounts at
the end of the reporting period. For the purpose of this analysis, for the equity investments at fair value through other
comprehensive income/the availablefor-sale equity investments, the impact is deemed to be on the fair value reserve and
the availablefor-sale investment revaluation reserve, respectively.

Carrying Increase/ Increase/
amount of (decrease) in (decrease) in
investments profit before tax equity*
HK$'000 HK$'000 HK$'000
2020
Investments listed in:
Malaysia — Equity investments at fair value through
other comprehensive income 1,902 - 19
2019
Investments listed in:
Malaysia — Equity investments at fair value through
other comprehensive income 2,641 = 26

Excluding retained profits.
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39.

40.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLUCIES (continved)

Capital management
The primary objectives of the Group's capital management are fo safeguard the Group's ability fo confinue as a going
concern and to mainfain healthy capital ratios in order fo support its business and maximise shareholders’ value.

The Group manages its capital sfructure and makes adjustments to it in light of changes in economic conditions and the
risk characteristics of the underlying assets. To maintain or adjust the capifal structure, the Group may adjust the dividend
payment fo shareholders, retum capital fo shareholders or issue new shares. The Group is nof subject to any externally
imposed capital requirements. No changes were made in the objectives, policies or processes for managing capital

during the years ended 31 December 2020 and 31 December 2019.

The Group monitors capital using a debt to equity rafio, which is inferestbearing bank borrowings and lease liabilities
divided by total equity affributable to owners of the parent. The debt to equity ratios as af the end of the reporting periods
were as follows:

31 December 31 December

2020 2019

HK$’000 HK$'000

Interestbearing bank borrowings (note 28) - 107,093
Lease liabilities (note 14) 2,162 2,439
Total equity attributable to owners of the parent 1,046,250 941,382
Debit to equity ratio 0.2% 11.6%

SUBSEQUENT EVENTS

The Company received a nofification lefter from Peking Founder on 25 January 2021, regarding a civil order received
by the administrator of Peking University Founder Group Company Llimited from The First Intermediate People’s Court of
Beijing on 22 January 2021. Pursuant to the civil order, the deadline for the submission of the restructuring proposal will

be extended to 30 April 2021.

The Company received the “Notification letter in relation to determination of resfructuring investors of Peking Founder” from
the administrator of Peking University Founder Group Company Limited on 29 January 2021. It is stated in the nofication
letter that after multiple rounds of competitive selection, it is finally defermined that Zhuhai Huafa Group Co., lid. (on
behalf of Zhuhai State-owned Assets), Ping An Insurance (Group) Company of China, ltd. and Shenzhen SDG Group
Co., lid.* formed a consortium as investors of restructuring of Peking Founder. In the next sfep, the administrator of Peking
University Founder Group Company Limited will proceed the signing of investment agreements and drafting of restructuring
proposals in accordance with the laws.

For identification purpose only
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41. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the Company at the end of the reporting period is as follows:

2019

HK$'000
NON-CURRENT ASSETS
Investments in subsidiaries 559,088
CURRENT ASSETS
Prepayments, other receivables and other assets 1,127
Cash and cash equivalents 1,070
Total current assets 2,197
CURRENT LIABILITIES
Other payables and accruals 1,837
NET CURRENT ASSETS 360
TOTAL ASSETS LESS CURRENT LIABILITIES 559,448
NON-CURRENT LIABILITY
Due to a subsidiary 208,849
Net assets 350,599
EQUITY
Issued capital 119,975
Reserves 230,624
Total equity 350,599
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NOTES TO FINANCIAL STATEMENTS

31 DECEMBER 2020

41, STATEMENT OF FINANCIAL POSITION OF THE COMPANY  (continved)

A summary of the Company's reserves is as follows:

Share
premium Contributed Accumulated
account surplus losses Total
HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2019 53,597 448,209 (265,687 236,119
Total comprehensive loss for the year - - (5,495) (5,495)
At 1 January 2020 53,597 448,209 (271,182) 230,624
Total comprehensive loss for the year - - (3,043) (3,043)
At 31 December 2020 53,597 448,209 (274,225) 227,581

The Company’s confributed surplus represents the excess of the fair value of the shares of Founder HK acquired
pursuant fo the Group reorganisation on 31 March 2000 over the nominal value of the Company’s shares issued in
exchange therefor. Under the Bermuda Companies Act 1981 (as amended), the Company may make distributions to its
shareholders out of the contributed surplus in certain circumstances.

42. APPROVAL OF THE FINANCIAL STATEMENTS

The financial stafements were approved and authorised for issue by the board of directors on 30 March 2021.
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Location

Use

Tenure

Percentage
of interest
attributable
to the Group

Units 1, 2a, 2b, 3a, 3b, 4a, 4b, 5, 6q,

6b, 7a, 7b, 11b and 12 on 14th Floor
Cable TV Tower

9 Hoi Shing Road

Tsuen Wan

New Territories

Hong Kong

Office car parking space
P38 on 3rd Floor

Cable TV Tower

9 Hoi Shing Road

Tsuen Wan

New Territories

Hong Kong

Residential car parking space
No. 324 on Podium level 2
Rhine Garden

38 Castle Peak Road

Sham Tseng

New Territories

Hong Kong

Flat B, 29th Floor, Block 3
Locwood Court
Kingswood Villas

1 Tin Wu Road

Tin Shui Wai

Yuen long

New Territories

Hong Kong

FOUNDER HOLDINGS LIMITED

Office premises/
warehouse for rental

Car parking space
for rental

Car parking space
for rental

Residential premises
for rental

Medium term lease

Medium term lease

Medium term lease

Medium term lease

100
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Location

Use

Tenure

Percentage
of interest
atiributable
to the Group

Flat B, 8th Floor, Block 2 and

car parking space
No. 60 on level 1
Dragon Inn Court
@ Tsing Ha Lane
Tuen Mun

New Territories
Hong Kong

Flat D, 12th Floor, Block 2
Belvedere Garden

Phase 2

620 Castle Peak Road
Tsuen Wan

New Territories

Hong Kong

Units 1-7-1, 8-7-1
No.126 Yuzhou Road
Jiulongpo District
Chongging

China

6th Floor, Block 4
Youyi Garden

52 Kaixuan Road
Kuancheng District
Changchun

China

Annual Report 2020

Residential premises

and car parking space

for rental

Residential premises
for rental

Office premises
for rental

Residential premises
for rental

Medium term lease

Medium term lease

Medium term lease

Medium term lease

100
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FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and non-controlling inferests of the Group for the last five financial years, as
extracted from the published audited financial statements, is set out below.

RESULTS
Year ended 31 December
2020 2019 2018 2017 2016
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
REVENUE 936,545 1,058,424 1,058,857 993,493 1,035,410
PROFIT/(LOSS) FOR THE YEAR 53,897 (238,790 87,511 89,829 40,180
Attributable to:
Owners of the parent 53,897 (238,790 87,336 89,836 40,235
Non-controlling inferests - - 175 (7) (55)
53,897 (238,790 87,511 89,829 40,180
ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS
As at 31 December
2020 2019 2018 2017 2016
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
TOTAL ASSETS 1,515,608 1,509,142 1,811,099 1,823,382 1,583,047
TOTAL LIABILITIES (469,358) (567,760) (625,398 (684,248) (610,128)
NON-CONTROLLING INTERESTS - = = (184) (179)
1,046,250 Q41,382 1,185,701 1,138,950 Q72,740

FOUNDER HOLDINGS LIMITED

Annual Report 2020



	COVER
	CONTENTS
	CORPORATE INFORMATION
	FINANCIAL HIGHLIGHTS
	MANAGEMENT DISCUSSION AND ANALYSIS
	CORPORATE GOVERNANCE REPORT
	ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
	BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
	REPORT OF THE DIRECTORS
	INDEPENDENT AUDITOR’S REPORT
	CONSOLIDATED STATEMENT OF PROFIT OR LOSS
	CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
	CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO FINANCIAL STATEMENTS
	PARTICULARS OF INVESTMENT PROPERTIES
	FIVE YEAR FINANCIAL SUMMARY



