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Corporate Portfolio

NG

HC Group Inc. (formerly, “HC International, Inc.”, the “Company”) and
its subsidiaries (collectively referred as the “Group”) endeavour to become
the leading industrial internet groups in the People’s Republic of China (the
“PRC" or “China”). Since its establishment in 1992, the Company has been
engaged in pragmatic and robust development, managed to be listed on the
GEM of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
in 2003 with its stable performance and strength, and transferred its listing
to the Main Board of the Stock Exchange on 10 October 2014. As of 31
December 2020, the Group had expanded its business to more than 100 cities
nationwide, with branches established in over ten cities and a service team of
around 1,658 individuals.

As one of the earliest B2B e-business platforms in China, the Group has
initiated its layout towards industrial internet on 17 January 2018. The Group
put forward its vision of “Striving to Becoming a Leading Industrial Internet
Group in China” and its mission of “Empowering Traditional Industries
with the Internet and Data”. In 2019, the Group established three business
segments including platform and corporate services, technology-driven new
retail as well as smart industries, which has invested and incubated several
significant vertical “runways” and formulated a comprehensive industrial
internet ecosystem.

Leveraging on hc360.com, the platform and corporate services segment is
committed to developing industrial internet business platform instruments that
can help small and medium-sized enterprises (“SMEs") to “improve industrial
efficiency” and “create value for customers”. This segment also aims at
constructing industrial data chains and business layouts to empower SMEs by
providing them with more value-added services such as financial services, data
marketing and SaaS, promoting the transformation and upgrade of SMEs.

In July 2020, hc360.com launched the strategy of “excellent merchants
and products” to comprehensively improve the content quality with higher
threshold and more rigorous business opportunity audit mechanism from the
two dimensions of merchant and product, and reconstruct the PC platform in
an all-round way from the system base to the front-end vision and interaction
with real time-smart-connected as the core.
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Corporate Portfolio

NCIL

Technology-driven new retail segment is reorganised based on the Group’s
“zol.com.cn” (“ZOL") as the principal entity. The strategic objectives of
the technology-driven new retail segment are to connect retailers (small
b) through guiding C-end consumers, Saa$ tools, reversed customization,
and supply chain services, as well as to enhance their ability to secure
customers, profitability and operational efficiency. Meanwhile, with the
channel data collected from small b and data analysis, we are able to provide
comprehensive “online + offline” marketing solutions to corporate customers
(big B) as well as the solutions to core requirements of various parties along
the 3C and home appliances industrial chain, forming a B2b2C business
model.

On top of the broad development prospects of 3C and home appliance
market, ZOL has now changed from a traditional technology media to a
technology-driven new retail segment with wise marketing, smart retail,
enterprise procurement and self-owned brands.

The smart industries segment integrates several well-developed vertical
“runways” of the Group, including “PanPass” (a standard setter in the anti-
counterfeit traceability industry and the largest provider of loT solutions
for digital transformation, “Union Cotton” (an integrated e-business
service platform that covers the entire industrial chain of cotton, and
"ibuychem.com” (a long established supply chain service platform intensively
engaged in the plastics industry). “Focus” and “significant verticality” are
the Group's important strategies for the smart industries segment. HC Group
rapidly incubated several vertical “runways” by finding outstanding industry
experts and resulted in”dimension reduction” with its resources accumulated
over the past 28 years. At the end of 2020, PanPass, Zhongmo International (a
company with significant importance in which the Group has equity interest)
and nahuomall.com (the company originally controlled by us) have obtained
the financing from leading institutions respectively and started the journey of
capitalization.
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Financial Highlights
MBREE

2020 2019 2018 2017 PAONES)
—EC-EF —ZT-NEF ZE-)N\F ET—+F ZT—RF
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
ARETR AREFTT AREFTRT AREBTT ARETT
Revenue HEWA 14,544,074 14,832,832 10,583,111 3,702,466 1,958,283
(Loss)/Profit attributable to AN THEZSESR A
equity holders of PR (E51R), 5
the Company (745,537) (376,490) 275,610 267,777 181,784
(Loss)/Earnings per share TR (ER), /BT
(RMB) (AR®BT)
— Basic — 5K (0.6018) (0.3360) 0.2462 0.2651 0.1882
— Diluted —E (0.6018) (0.3360) 0.2458 0.2559 0.1852
Financial position B AR R
Net current assets REEEFE 649,878 716,935 1,233,990 1,578,519 41,313
Total assets BEE 6,636,737 8,426,473 8,767,955 7,334,553 6,252,419
Total liabilities FEN =N 2,610,958 3,696,761 3,546,331 2,877,424 2,984,276
Total equity 1B 4,025,779 4,729,712 5,221,624 4,457,129 3,268,143
REVENUE (LOSS)/EARNINGS PER SHARE (RMB)
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Financial Highlights
MBRE

REVENUE ANALYSIS $§E&WA 54T

Technology-
driven new
retail
segment

MEHEE

BXH
RMB'000
AR®T T

Smart
industries
segment
BEEX
BER
RMB'000
AR®TT

Platform and
corporate
services
segment Subtotal
FaERE
i Uy
RMB'000 RMB'000
ARETT AR¥ETR

Discontinued
operations Total

[=F Ji
REXK &%
RMB'000 RMB'000
AR¥T R AR®T T

2020 ZE-TF 1,022,760 13,168,532 340,029 14,531,321 12,753 14,544,074
2019 —E-hF 844,493 13,050,827 853,095 14,748,415 84,417 14,832,832
Variance g 21.1% 0.9% -60.1% -1.5% -84.9% -1.9%

14,544,074

Technology-driven new retail segment

M TEFER

@ Smart industries segment

BEEXFXERN

14,832,832

@ Platform and corporate services segment

FEEMRRBERE

@ Discontinued operations
BRI
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Financial Highlights
MBRE

RECONCILIATION OF NON-HKFRS MEASURES TO
THE NEAREST HKFRS MEASURES

To supplement our consolidated results which are prepared and presented
in accordance with HKFRS, we also use adjusted EBITDA and adjusted net
profit/(loss) as additional financial measures, which are not required by, or
presented in accordance with HKFRS. We believe that these non-HKFRS
measures facilitate comparisons of operating performance from year to year
and company to company by eliminating potential impacts of items that our
management does not consider to be indicative of our operating performance
such as certain non-cash items and certain impact of investment transactions.
The use of these non-HKFRS measures have limitations as an analytical tool,
and one should not consider them in isolation from, or as a substitute for
analysis of, our results of operations or financial conditions as reported under
HKFRS. In addition, these non-HKFRS financial measures may be defined
differently from similar terms used by other companies.

The following tables set forth the reconciliations of our non-HKFRS financial
measures for the years ended 31 December 2020 and 2019, to the nearest
measures prepared in accordance with HKFRS.

FEBUBRRESEATEHERHER
MBHRETEHR
ARTBRMAREEENBRELARER 22 &6
45 RAIME RS AEEEBITDAR G RAEHEH, (&
1B)FRIERBINGBHE  HUEBEBTBIRELE
AIRTE - TIERBBUBHRELN 2] - HFIR
B ZEBEBVBRE LG 2B RHREEER
AT RARMEFICEEENTER (NS TIERESE
BRETRERGZEE)VNERZBELE 5
ETEEEERTRFERTRARMZ LR - A
ZEFEBRBUBRE LA EZIEASM IAGTERBR
M BRERE AT BYARASREMARESS
IR AT 2R C A EE I MR 2 AT« I
N RERB BV RELR EMAAR L EET
BEA BN E AR P AL AR -

TREJIBMPBRE-_Z_ZFR_T-NF+ A
=T RUEFEZFEEVBRELAFEBERESR
B BREENRRZ S EZHER

Year ended 31 December

BE+-A=+t—HLFE

2020 2019

bt 313 ZE-hF

Loss for the year REZEGE (873,268) (459,765)

Share based payment expense ARR D 25 2 2 60,496 80,685
Fair value loss/(gains) on financial assets at IR A FEFABRZ EREEL

fair value through profit or loss AFEERE, (W) 8,779 (25,765)
Fair value (gains) on deemed disposal of BREEHEPRER 2 AFE (W)

Zhongmo Group - (246,797)
Gain of disposal of other subsidiaries HE BB AR 2 W (12,664) -
Gain of partial disposal of JDSJ Group FoHERBHEREEZ W (65,323) -
Impairment loss on goodwill and e R B EEREEE

intangible assets 625,523 296,639
Net impairment losses on financial assets % E1& ZER{EE 1B F 4 160,691 71,683
Impairment losses recognised in respect of ~ BEEEL A B 2 IRETER R ERIB

investment in associates - 2,735
Adjusted net loss RAREREE (95,766) (280,585)
Adjusted for BN SISEELHRE
Finance cost, net BB AR 123,532 129,661
Income tax (credit)/expense Fr5FiCRe), B (127,542) 10,069
Depreciation and amortisation PTE B 169,233 263,652
Adjusted EBITDA {S3/% EBITDA 69,457 122,797

HC GROUP INC. ANNUAL REPORT 2020



Management’s Statement

EEERE

FINANCIAL REVIEW

During the year ended 31 December 2020, the Group has discontinued the
operation of integrated marketing and advertising services operated by Huijia
Yuantian Limited, a wholly-owned subsidiary of the Group and the operation
of the 020 business exhibition centre segment. In accordance with HKFRS 5,
the financial results of Huijia Yuantian Limited, the segment of 020 business
exhibition centre and the relevant impairment expenses for the years ended
31 December 2020 and 2019 were classified as discontinued operations in
the Group’s financial statements.

During the financial year ended 31 December 2020, the Group
generated a total revenue of approximately RMB14,531,321,000 (2019:
RMB14,748,415,000) from continuing operations business, This represented
a decrease of approximately 1.5% as compared to thatin 2019. The
decrease of revenue was mainly attributable to the deemed disposal of
Hunan Zhongmoyun Construction Science and Technology Company Limited
and its subsidiaries (“Zhongmo Group”), which contributed a revenue of
approximately RMB400,030,000 to the Group in 2019 and was accounted for
as investment in associates with effected from 26 December 2019.

For the Group's financial performance in different segments of continuing
operations business, a total revenue of approximately RMB1,022,760,000
was achieved from the segment of technology-driven new retail in 2020,
and represented an increase of approximately 21.1% from approximately
RMB844,493,000 in 2019. Revenue from the smart industries segment
increased from approximately RMB13,050,827,000 in 2019 to approximately
RMB13,168,532,000 in 2020 which represented an increase of approximately
0.9%. Revenue derived from the segment of platform and corporate services
was approximately RMB340,029,000 in 2020, which represented a decrease
of approximately 60.1% from approximately RMB853,095,000 in 2019.

During the financial year ended 31 December 2020, operating expenses
of continuing operations decreased from approximately RMB967,793,000
in 2019 to approximately RMB805,093,000 which was mainly due to the
deemed disposal of Zhongmo Group, the decrease of staff cost and marketing
expense.

B 75 Bl B8
HEZZ-_ZF+-_A=1+—HIEFE "
ﬂ¢$%.£§WE RERTAARA

EHREERGEBURO20EERE
W%L RIEE B B S 2 RIE 55 ai_g:
SFER-ZE-NF+_AZ+BULEFE  BEX
BRABMFIFESE - O20ERE ui%ﬁ&m
BARERYERAEBNHRESFATRILEEE
f% °

NEBRTE
ARG
NEER

HE-_Z-_ZTZF+-_A=Z+—BULEHBRFE
AEBARELEEBELEBRHEERADA
R #14531,321,00c (=T — L& : AR%
14,748,415,0007T) * B ZE—LERMDHI1.5% ©
ERANRDEZHERRIEL S BT IEZEER TS
BARREMBRR([FEEE]) ER=ZT—hF
BRSBTS R EE WAL ARK400,030,0007T ¢ I
B2 NF+= A=+ NBRARIIEREZ AR
ZIE -

MAEERECEEBSEEHNUBRAMNS - »©
TR CTFRANENTEEEF CBHERAY
A AREE1,022,760,0007C * RZZF—NFHARE
844,493,000 7T MNHI21.1%  HEEXEER 1Y
EWAR-ZT—LFLHARE13,050,827,000701 i1
#09%E =T =TFH AR 13,168,532,0007T °
REZZZEFREFEROERFEEFZHERA
# 5 AR 8340,029,0007C ' M- E—AFHARE
853,095,0007T% 2 #160.1% ©

BE-T-TF+-AS+—ALBEEE  #
BEEEBZEENTA T AFNARK
967,793,000 7T 7 4 2 #) A R #805,093,0007T * *
T PR IELE & PR E - B TR RIS R
HAHH -
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Management’s Statement
EEEB®RE

The loss attributable to equity holders of the Company was approximately
RMB745.5 million for the Year, while loss attributable to equity holders of
the Company of approximately RMB376.5 million was recorded for the year
ended 31 December 2019. The loss was mainly attributable to, among other
things: (i) the Company has recognized impairment for the goodwill and
intangible assets of the business units that could not attain the expected
results, which amounted to approximately RMB578.3 million from continuing
operation and 47.2 million from discontinued operations, (ii) the share of
loss of associates increased, (iii) due to change of business plan, the Group
decided to discontinue operating certain loss-making business which resulted
in certain one-off disposal losses and (iv) in light of the adverse impact of
the COVID-19 and the economic environment, the Company has made
further provision for impairment for the financial assets of approximately
RMB160,691,000.

Regarding the disposals and discontinued operations and impairment
assessment on goodwill and intangible assets, the management would like to
highlight that the Group has acquired or invested in certain companies and
business for development purpose in the past decade. Due to the challenges
imposed by macroeconomics and to align with the strategic development
goals of the Group, the Group began its transformation include taking
actions to lower its gearing ratio, integrating and optimising its resources
assets, discontinuing loss-making business and disinvesting from the non-
core business. The Group wish to concentrate its resources to further
develop its core business with advantageous (details of which are set out in
the paragraphs headed “BUSINESS REVIEW” and “Prospect” in this annual
report.) Therefore, the Group provided impairment assessments on goodwill
and intangible assets of relevant CGUs after considering the key assumptions
(including the growth rate and discount rate of CGUs) of non-core business
held.

BUSINESS REVIEW

In 2020, the Group continued to work on its vision of becoming a leading
group for “Industrial Internet” in China by leveraging internet thinking,
instruments and methods to ramp up industrial efficiency, empower supply
chains and industrial chains, and establish a win-win ecosystem to serve
customers. By focusing on and integrating advantageous resources, the
Group's businesses are divided into three segments: namely the platform and
corporate services segment, the technology-driven new retail segment, and
the smart industries segment.

In 2020, approximately 7.0% of the Group's revenue was generated from the
technology-driven new retail segment, approximately 90.5% of the Group’s
revenue was derived from the smart industries segment, approximately
2.4% of the Group's revenue was attributable to the platform and corporate
services segment.

HC GROUP INC. ANNUAL REPORT 2020
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Management’s Statement
EEE®RE

Platform and corporate services segment

Leveraging on hc360.com, the platform and corporate services segment is
committed to develop industrial internet business platform instruments that
enable small and medium-sized enterprises (“SMEs”) to “improve industrial
efficiency” and “create value for customers”. This segment also aims at
constructing industrial data chains and business layouts to empower SMEs by
providing them with more value-added services such as financial services, data
marketing and SaaS, promoting the transformation and upgrade of SMEs,
and facilitating the economic development of the PRC. “hc360.com”, being
the core operation entity of the platform and corporate services segment,
has its strategy to become the “operating service platform of SMEs”, with a
core value of “managing and operating the infrastructures for multi-stores”
for corporate customers. In 2020, with means such as artificial intelligence,
big data etc., products of hc360.com collected and sorted out huge inquiries
from buyers by means of manual labeling, machine identification, knowledge
map, etc., which is known as “buyer service”, and matched high-quality
suppliers of hc360.com catering for customer demand, which is known as
the “seller service”. During the service process, hc360.com quickly obtained
industry information and constantly optimized and upgraded our underlying
system. Our fundamental logic is to establish a knowledge map of enterprise
information and business opportunities, which connects online merchants
with Internet traffic and excavate effective information for intelligent pairing-
up, so as to improve the efficiency of marketing services.

In February 2020, taking into account the actual difficulties of SMEs affected
by the pandemic, hc360.com responded quickly by taking actions to support
the commercial sector. Nine major measures were introduced to facilitate the
business expansion of enterprises, helping them to resume production and
operation by means of online matching, manual roster, etc.

In March 2020, hc360.com launched a new product, namely “Huishengyi”
(B4 %), which is a one-stop multi-contact platform, and was positioned as a
“salesman in pocket” to assist customers to automatically seize the business
opportunities. utilising the info page for buyers and manual matching services,
users’ demands are satisfied, so as to better improve the connection between
enterprises and customers, helping them to solve the operating difficulties
such as seeking customers and online operation, as well as to reduce the
manual communication cost of the enterprises.

As an efficient, intelligent and safe online socialised operation platform,
Tencent Qidian (Esf>2h) took full use of its advantages in social platforms
and carried out in-depth cooperation with hc360.com. After the joint
establishment of “Huicaigou” (Z#£8%), a heavyweight procurement platform
with big data and information services, a mini application of “Huicaigou” was
launched in August 2020 to promote the efficiency for users’ connection.
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Management’s Statement

EEEB®RE

In September 2020, the new homepage of hc360.com was launched, which
comprehensively improved and enriched the page functions to provide better
search and browsing experience for the vast number of purchasers and
SMEs. On the brand new PC website, we built a “real time-smart-connected”
platform for “excellent merchants and products” to provide better display and
recommendation for competent merchants to enter the transaction side with
focus on business scenarios and provide “matching services”. In addition,
the new hc360.com built a “smart business district” as a new e-commerce
social model. “Smart business district” is a new connection mode of business,
commodities and users, providing a new online communication platform
for business opportunities. Since its launch in September 2020, over 10,000
enterprises joined the “fine goods and products” platform, receiving more
than 3,000 enquiries from buyers per month.

In November 2020, relying on the traffic advantage of huge daily searches
of 360 Search, hc360.com launched a new B2B information aggregation
platform — b2b.so.com. In the next 3 years, b2b.so.com will become an
independent entrance of “360 Search” facing B2B vertical crowd. hc360.com
is entitled to the exclusive operation and marketing agency rights of
b2b.so.com, and will continue to tap the value of search traffic of vertical
industry, so that enterprises can obtain more business opportunities.

Technology-driven New Retail Segment

In late 2018, with ZOL as the principal entity, the Group restructured the
technology-driven new retail segment by combining ZOL with 4t &t
BRI AR AT (Beijing Rongshang Tonglian Technology Co., Ltd.*)
(“Rongshang Tonglian”) and ZHER (F811) B4R AR AR (Huicong
Yunshang (Foshan) Internet Technology Co., Ltd.*) (“jdhui.com”). The
strategic objectives of the technology-driven new retail segment are to
connect retailers (small b) through guiding C-end consumers, SaaS tools,
reversed customisation, and supply chain services, as well as to enhance their
ability to secure customers, profitability and operational efficiency. Meanwhile,
with the channel data collected from small b and data analysis, we are able
to provide comprehensive “online + offline” marketing solutions to corporate
customers (big B) as well as the solutions to core requirements of various
parties along the 3C and home appliances industrial chain, forming a B2b2C
business model.

In 2020, adjustment and optimisation were made to the corporate
organisation structure of the technology-driven new retail segment,
establishing four segments, namely “wise marketing”, “smart retail”, “smart
enterprise procurement segment” and “self-owned brand segment”.

* English names are translated for identification purpose only.
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“Wise marketing” business provides industry partners with integrated
marketing services of whole network resources, covering mainstream
platforms such as ZOL's main site, Baidu, ByteDance, JD.com, Taobao and
Bilibili. At the same time, we provide mature operation management agency
services ranged from user operation to opening stores for our partners, so as
to obtain trust with our professional competence.

As the router of science and technology industry, we pay equal attention to
industrial channels, i.e. the trading business with “jdhui.com” as the main
operating entity. The smart retail business with Huimaimai and ZOL cloud
store as the core helps merchants to easily purchase goods on one hand and
sell goods on the other hand, providing comprehensive solutions for industrial
partners to solve the problems of supply chain connection and difficulties of
seeking customers brought by opening stores on the whole network. Among
them, ZOL cloud store is a joint-brand manufacturer based on the retail matrix
created by SaaS cloud store tools — the selection of products is completed by
ZOL's joint manufactures via the central live broadcast rooms of the platform
to gather tens of thousands of small b of distributed 2C traffic in private
sector, forming a B2b2C industrial router.

In 2020, a total of 22 “to b" live shows had been held successfully by smart
retail segment through APP “Huimaimai” (2 & &) with top-tier brands such
as Midea, Little Swan, Meiling, TCL, Changhong, Skyworth, Robam and
Fotile, with accumulative online viewers of 0.62 million and a total of 0.4
million units of products sold. Among which, the “618 Big Sale” activity had
a transaction volume of over 200 million, representing a year-on-year increase

of 272%, with 4,500 participating retailers.

For “smart enterprise procurement segment”, i.e. ZOL business
(http://www.zol.com/), has created six functional platforms with the core
components of supply chain financing, media information flow services,
supply chain output and product customisation, procurement platform
solutions, value-added after-sales service, and the digital logistics platforms,
providing efficient one-stop, customised and intelligent cloud procurement
solutions as well as precise quotations for government and corporate
customers, empowering industrial partners with ToG capacity and allowing
competent manufacturers to become suppliers of government and corporate
procurement.

For “self-owned brand segment”, the RHT air purification is a national brand
independently developed and patented in China. It has been designated as
the supplier of air purifier system and fresh air system by Fortune Global 500.
With the globally patented core technology, NCCO is the first air purifier
brand in Mainland China to obtain the German TUV Rheinland certification.
Currently, it is providing services to nearly 100 hospitals in over 10 countries
around the world. In February 2020, the killing rate of RHT air purification
system for human coronavirus (HCoV-229E) achieved over 99.99%
according to the authoritative test report of Guangdong Detection Center of
Microbiology.
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In terms of media, ZOL has the most authoritative technology product
library, covering over 20,000 technology brands, 850 product lines and
nearly 500,000 popular products for sale up to now. At the same time, it is
connected with the data of various mainstream search engines such as Baidu,
360 and Toutiao, and outputs our professional opinions to more than 400
million Internet users focusing on technology every day. In terms of new retail,
as of the date of the announcement, ZOL cloud store has connected with
more than 25,000 paid small b retailers through the Saa$ tools.

Smart Industries Segment

The smart industries segment mainly comprises of PanPass, an IoT solutions
provider for digital transformation, Union Cotton, a spot transaction platform
for cotton, and ibuychem.com, which is positioned to provide centralised
purchasing and integrated e-business service for chemicals and plastics.
“Focus” and “significant verticality” are the Group’s important strategies for
the smart industries segment.

Beijing PanPass Information Technology Co., Ltd. Gt R IK{E{E BRI
RBABRAT) (“PanPass”) or (“PanPass Information”) (NEEQ Stock Code:
430073) is a platform with Z-SCM, a proprietary intellectual right supply chain
management system, as its core, and is based on the technologies such as IoT,
big data, artificial intelligence (Al) and computation, as well as the markers of
digital code, QR code, RFID, etc. as carriers, providing a lifetime traceability
and management service for brand customers. PanPass’s anti-counterfeiting
traceability solutions has been serving more than 40,000 enterprises, covering
the world’s top 500 enterprises, domestic leading enterprises in the industry,
and the construction projects from national key platforms such as MOFCOM,
MOA, MIIT. PanPass owns over 20 national invention patents, including anti-
counterfeiting patent for codes, and invention patent for product logistics
anti-channel conflict management system. In 2019, PanPass has continued
to further the cooperation with various customers with long business history
such as PetroChina, Junlebao, Lulu (§5%%), Tong Ren Tang and Hongyuan
Waterproof. Taking advantages of “One Product, One Code”, a new type of
retailing, PanPass rendered service to the market by building a big database
among enterprises, products, distributors and consumers which became
a sales channel for Chinese liquors, where serviced customers included
Maotai, Langjiu, Luzhoulaojiao, Banchengjiu (1R3#)8), Sitejiu (FM4FE),
Shanzhuanglaojiu (LL#£3)%) and Hankejiuye (B 25 35).

In February 2020, PanPass provided public welfare product support for
enterprises, provided 50,000 to 100,000 anti-counterfeit labels free of charge
for qualified brand enterprises recognised by China that produce social
emergency supplies, and actively participated in China’s anti-pandemic works.
In May 2020, the western operation center of PanPass was set up, bringing
technology and services to Chengdu. The service scope has extended to the
surrounding provinces and cities, including Sichuan, Chongging, Guizhou,
Yunnan, Shaanxi, Gansu, and Qinghai, enabling enterprises in need to enjoy

. localization services.
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The announcement regarding the Decision on the First Batch of Periodical
Adjustment of Market Tiers in 2020 (2020F & —#t T35 E i E BRI R E
H)/A%5) was issued by National Equities Exchange And Quotations Co., Ltd.
on 22 May 2020. As the most competent listed company in respect of anti-
counterfeiting in China, PanPass has successfully entered Innovation Tier, thus
embracing greater opportunities from capital market development.

At the same time, we deepened the strategic cooperation with leading
customers such as Langjiu (§5&) and Luzhoulaojiao (&M #EZ) and upgraded
digital operation and construction projects. With the product digital
management platform, PanPass will assist its customers to complete the
construction of seven sub-modules including digital coding, digital production,
digital logistics, digital marketing, digital internal control, big data application
support, and security standard system, in order to practically achieve the
digital management of closed-loop supply chain compassing “product
research and development — coding production — transportation and logistics
— distributors — consumption terminals — consumers — big data analysis —
product research and development”.

During the year of 2020, PanPass won a number of awards: in July, the
company became the first batch of “Small and Medium-sized Enterprises with
‘Specialized and New Technology’ in Beijing in 2020", passed the national
technical review for the sixth time for 15 consecutive years, and obtained the
anti-counterfeiting technical review certificate; PanPass obtained the “Software
Enterprise Certificate” issued by Beijing Trade Association for Software and
Information Service, and successfully obtained “double soft certification” since
then, becoming one of the few enterprises in the industry that obtained the
“double soft certification”. In August, PanPass was awarded by China Trade
Association for Anti-counterfeiting and was recognized as a member actively
contributing to epidemic prevention and control. In October, PanPass was
awarded the “Top 100 Small and Medium-sized Private Enterprises in Beijing
in 2020". In November, it was recognized as an “innovative” enterprise. In
November 2020, PanPass was awarded the “Top 10 Reputable Brands (in
software and information industry) in China in 2020".

At the end of 2020, PanPass signed a strategic investment agreement
with Fosun Xingyuan (f§ 2 £ 1) of the Fosun Group, and Fosun invested
approximately 87.42 million in PanPass through share issue. After the said
round of investment, Fosun Xingyuan became the second largest shareholder
of PanPass, providing assistance in capital increase for PanPass’s rapid
development in the field of corporate product digital transformation.
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Positioned as an excellent spot transaction platform for cotton, Union
Cotton provides integrated B2B e-business service for spot cotton through
online platforms, including self-operated online shopping stores, supply-
chain financial service and warehouse receipt pledge. Union Cotton, one of
the earliest B2B e-business pioneers in the cotton industry, has accumulated
extensive industrial experience and significant market resources in the cotton
industry.

Since the spread of the epidemic in February 2020, Union Cotton has focused
on providing free online “transaction services” for both the supply and
demand sides through big data algorithms, providing timely raw material
purchases for epidemic prevention and protective equipment manufacturers,
and supply chain service support for the protective products manufacturing
enterprises under high financial pressure. In March 2020, Cotton Union’s
cumulative trading revenue exceeded 10 billion, becoming one of the
leading Internet integrated service providers in the cotton textile industry
chain, establishing extensive and good business reputation. In September
2020, Union Cotton and COFCO (F12EIFR) signed a strategic cooperation
agreement. The two parties carried out in-depth strategic cooperation on
the cotton import business, gave full play to their respective advantages in
resources and service in the cotton field, and realized overall improvement of
the market service capabilities of both parties. In October 2020, Union Cotton
promoted the strategic transformation and upgrading on all front, established
the yarn business department and polyester business department, opened the
online trading business of yarn and polyester products, and comprehensively
improved the service capabilities of the cotton textile chemical industry chain.
In December 2020, the single-month turnover receivable exceeded 1 billion. In
the year of 2020, Union Cotton has been listed in the “Top 100 Companies in
China’s Industrial Internet” for the fifth consecutive year, obtaining 9 software
copyrights and 3 invention patents in total.

Positioned to provide centralised purchasing and integrated e-business service
for chemicals and plastics, ibuychem.com was incubated by the Group as
a non-wholly-owned subsidiary in March 2015, and originated from the
chemical e-business platform established by the Group over 20 years ago. It
has developed into a leading B2B platform in the domestic chemical industry.
Its services cover nearly one million enterprises and eight million online
members in the chemical rubber and plastics industry chain in China. The
platform focuses on the spot trading of chemical rubber and plastic products.
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In February 2020, ibuychem.com launched “Battle”, an online public
welfare programme to provide chemical workers with knowledge during
the fight against the epidemic, and to fully prepare for the resumption of
production after the epidemic. More than 1,500 people participated in the
live interaction online, and users gave rave reviews to the programme. In June
2020, ibuychem.com and Guangdong University of Foreign Studies jointly
established an industrial Internet practice base, integrating the multilingual,
multidisciplinary, and cross-cultural resource advantages of colleges and
universities with the advantages of the industrial information service platform
of "ibuychem.com”, carrying out in-depth school-enterprise interactions
with focus on the cultivation of talents, commercial logistics, the Belt and
Road Initiative and enterprise service outsourcing. In December 2020,
ibuychem.com was listed as one of the “2020 Top 100 Companies in China’s
Industrial Internet”, ranking 55th. Since the establishment of the “Top 100
List” in 2005, ibuychem.com has been on the 11 lists for 11 consecutive
times. In the same month, ibuychem.com cooperated with CHINACOAT,
the world’s largest paint exhibitor, and took advantage of its own Internet
technology to jointly organize a number of brilliant online and offline high-
quality events. In the same month, ibuychem.com and Xiong’an New District
organized domestic high-quality construction materials suppliers to participate
in the “2020 Xiong'an New District (Xiong County) Construction Materials
Supply Chain Innovative Development Forum” (20204 2@ (1 8%) A1t
FESEAI¥TEE ##18) to coordinate with the construction projects of the new
district.

Prospect

The Group was founded in 1992. During the start-up phase from 1992 to
2003, the core product of the Group was HC Trade (E71%), which is a
classified advertising service based on paper media. From 2003 to 2017, the
Group transformed from paper media to PC and built hc360.com, helping
SMEs open stores and provide traffic referral services. In October 2017, the
Group achieved a full strategic transformation and committed to becoming a
leading industrial internet company in China.

In 2018, the technology-driven new retail segment, with ZOL as the principal
entity, transformed from a media company into a new retail company. Up to
the date of this annual report, relying on the influence of more than 20,000
brands and 70 million technological consumers, technology-driven new retail
segment had connected 25,000 retailers “small B” and at the same time,
helped those “small B” with the selection of products with low price, so as
to help them sell their products and provide them with one-stop solutions
from online shop opening, media selection for promotion and supply chain
management through Huimaimai and ZOL online shop.

17

RZZZZTF=A - BLBREERIERAEF
2 AMBRBEPHEMMEIAEERE  BEIBEDN
MIBEEMRT TS - BiB15008 AER S HEE
BE) - APHILARBNGTIR - RZZZTFX
A BeBEERINEIINE RSB EEXLDHAELRE
i BESERZEE - 22 BXYEHERE
DE[EE | EXEERETAELETRE -
BASTEE BEDR - —F 8 DEREINE
LERGMEITRERCHBER - RZT_TF+=
B BIEBEE200FFHEEXGHAESR] 1
5155 « 20055 H5&EE JAIEEZSH11EE - Bt
BEBENNRERE -RA - BEBEEEREEANZE
FRFE(CHINACOAT) » FIFA B & B HERITES - &
RIS T ZERBEHENELETEEES - RA -
BBEE LR  AMEANEEEMEERS A
[2020 237 (HfE % ) M L FE SR A S R smiE | -
HERERER -

AT

AEBETR—NNZF - RN FE2-TT=
FHRIERER  AEENROERASEREE - AR
WREHEBNDEEERY - —ZT=FF -2 —+
F o AEERGEEBEAPC . ZREBE - Eohh
NEEREWREZRRS - —“T—tFTA &
EEHEEEEL - BN AT BIELNEXERH

RF] e

ZT-N\FE - LR BEMNEREZOL AT BRI
EEXRHNEBRARRNNTEARTEEE - BILA
FHRAH  KFEL28+m% N7, 0008 MBI EES
VBN  BBZEENRIOLEE  BIEHTERE
B4 7 25,000 & 5[ /8] - FEFEB/BIE
SERGEM BB - BMEDETRER - KEREHRE
RERFAEIRERE - HREBEE VW ERT

o

i

v

BHEMAERAT 2020 Fif



18

Management’s Statement
EEEB®RE

Industrial internet is the process of restoring users’ behavior, understanding
their pain points and reviewing industries across multiple industries. Based
on such consideration, among the many vertical runways of the Group,
we operate the Company in a cooperative model of “joint investment +
incubation” with industrial people. In addition, the Group assisted vertical
runway companies to strengthen technology, update and upgrade products,
and connect investment financing and traffic resources. The smart industries
segment is designed based on the industrial business logic, gradually
observing the business behavior of customers, disassembling the behaviours
of customers in a transaction, identify the pain points of customers, and
turn these pain points into solutions through the Internet, and then provides
customers with one-stop solutions based on the entire industry chain. The
commercial value of vertical runway company is to endow the Internet and
data capabilities in vertical subdivision fields and assist the upstream and
downstream customers to reduce costs and enhance efficiency. In addition to
the continuous development of the smart industries segment, the Group will
mainly spend our efforts on platform and corporate services segment primarily
based on hc360.com. Currently, hc360.com has a huge amount of inquiries
and clues every year, proving that B-end buyers are still in rigid demand to
buy goods at the right price. hc360.com has abundant resources on buyers
accumulated over the past 20 years, and it also has the resources on inquiries
and sellers. In the future, hc360.com will match buyers and sellers through
Al algorithm to assist customers in seeking business and doing business,
being the bottom clue. In addition, we will also construct the middle-level
worktable of hc360.com with an open and cooperative mind. At the contact
end, hc360.com actively cooperates with Internet traffic giants such as Baidu,
Tencent, Sogou and Toutiao. At present, leading companies have strong
demand in the “TO B” field, while the Group has just accumulated a large
number of users and, at the same time, has a huge sales system and the
competency of reaching customers. The Group and its cooperative partners
will develop products collectively, hoping to construct a top-level tool for
managing multiple stores and operating multiple stores. The efforts were
made for enhancement of efficiency and effectiveness, and hc360.com hopes
to utilize the products to allow SMEs to carry out actual business, so that the
whole ecology can generate the value of synergy.

Since its transformation in 2018, HC Group has formed a mature industrial
Internet view and methodology and achieved certain results: Class | rockets
(including zol.com.cn, Zhongmo, nahuomall.com, PanPass, Union Cotton, and
ibuychem.com) gradually take off; class Il rocket hc360. com is on the rise;
class Il rocket industry chain finance has entered forward-looking incubation.
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Management’s Statement

EEE®RE

In the past three years, our Class | rockets have gradually taken off through
continuous deep ploughing, and we have clearly seen the path to success. At
the end of 2020, we were pleased to witness that Zhongmo, PanPass, and
nahuomall.com have obtained financing from leading institutions and started
the journey of capitalization. The newly upgraded hc360.com in September
2020 established a knowledge map of corporate information and business
opportunities, connecting online businesses and external network resources,
and intelligently matching by exploring useful information. Class Il rocket
(hc360. com) is on the rise, which will be developed with our best endeavour.

2021 is a crucial year for the HC Group. While our certain class | rocket
company has successively begun to initiate IPO, the class Il rocket hc360.com
has entered a rapid development track. The Group will further strengthen the
trinitarian market position of the “hc360.com + zol.com.cn + PanPass” and
continues to strive to be a leading industrial Internet group in China; using the
Internet and data to empower traditional industries; HC puts interests first,
matches its words to its deeds, and creates value for customers.

At last, on behalf of the Board, | would like to take this opportunity to thank
the management and every staff member of the Group for their on-going
dedication and hard work in the past year.

Liu Jun
Chairman

Hong Kong
25 March 2021
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DIRECTORS
As at 31st December 2020, the Board comprised:

Executive Directors

LIU Jun

Aged 43, is an executive Director and the chairman of the Company, he is also
the chairman of the nomination committee of the Company (the”Nomination
Committee”) and a member of the remuneration committee of the Company
(the “Remuneration Committee”). Mr. Liu was appointed as an executive
Director with effect from 12 September 2016.

Mr. Liu had been appointed as the chief executive officer of the Group from
October 2017 to January 2019 and is the chairman of the Board who has
been appointed since March 2018. From 2004 to 2011, Mr. Liu was the chief
executive officer of S EE AR A7 (Yigao Group Company Limited*)
leading the company to enter into the information technology businesses.
Mr. Liu has also been a director of several subsidiaries of the Company. Mr.
Liu has obtained the Master’s degree in Chemical Engineering from Zhejiang
University in March 2004 and Bachelor’s degree in Chemical Engineering, Bio-
engineering and Chemical Processing from Zhejiang University as well in June
2000.

ZHANG Yonghong

Aged 53, is an executive Director and the chief executive officer of the
Company. Mr. Zhang was appointed as an executive Director with effect from
4 January 2019.

Mr. Zhang joined the Group on 26 August 2018 and served as the co-
president of the Group. He has been the chief executive officer of Group since
4 January 2019.

Mr. Zhang served as the deputy general manager at the business department
of Lenovo Group Limited (#8852 EBBR 2 7)) (Stock code: 992), a company
listed on the main board of The Stock Exchange of Hong Kong Limited, from
April 1993 to June 1996. From October 1998 to November 2009, he was
the vice president at China Hewlett-Packard Co., Ltd.* (FEEEHGRA 7).
Between November 2009 to October 2015, Mr. Zhang had worked as the
general manager of the PRC operations department at Acer Group* (RE%
=).

Between December 2015 to August 2018, Mr. Zhang had been the deputy
president of operations and executive deputy president of Tsinghua Unigroup
Limited* (£} EBEHR/AF]). Mr. Zhang served as a director of Unisplendour
Corporation Limited* (&} AR A F]) (Stock code: 000938), a company
listed on the Shenzhen Stock Exchange, from April 2016 to June 2017.

English names are translated for identification purpose only.
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From November 2017 to August 2018, Mr. Zhang was also the director and
a chairman of the board of directors of 500.com Limited (5005%248), a
company listed on the New York Stock Exchange (stock code: WBAI).

Mr. Zhang has been the chairman of the board of directors and general
manager of Beijing Panpass Information Technology Co., Ltd* (bt R=IK{51E
BRI BRE AT, a subsidiary of the Company, of which its shares are
quoted on the National Equities Exchange and Quotations System (the New
Third Board*), stock code: 430073, “PanPass Information”), since September
and December 2018, respectively.

Mr. Zhang graduated and obtained a bachelor degree from the Department
of Precision Instrument of Tsinghua University in July 1990, and obtained a
master degree of science in engineering from the University of Science and
Technology of China in 1993.

LIU Xiaodong
Aged 48, is an executive Director and the president of the Company. Mr. Liu
was appointed as an executive Director with effect from 1 June 2018.

Mr. Liu has also been a director of several subsidiaries of the Group. In July
2015, the Group has completed the full acquisition of zol.com.cn. Mr. Liu
joined zol.com.cn in 2000 and served as a general manager of zol.com.cn in
2004. Mr. Liu also served as the vice president of CNET (China) in 2008. He
served as a vice president of CBSI (China), a general manager of technology
cluster and the consumer cluster of CBSI (China) from 2008 to 2014.Since
2015, he served as a chief executive officer of zol.com.cn. Mr. Liu has over
20 years of experience in media operation and management in the TMT
field. Mr. Liu graduated and obtained a bachelor degree from International
Modern Design Art College Of Inner Mongolia Normal University in July 1997,
and obtained a master degree of business administration from China Europe
International Business School in 2011.

* English names are translated for identification purpose only.
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Non-Executive Directors

GUO Fansheng

Aged 65, is a non-executive Director. Mr. Guo was appointed as an executive
Director on 21 March 2000, and was re-designated as a non-executive
Director on 18 October 2017. Mr. Guo served as the chairman of the
Company from 31 March 2008 to 18 October 2017.

Mr. Guo founded the Group in October 1992 and served as the chief
executive officer of the Company until 31 March 2008. Mr. Guo is currently
the chairman of the Inner Mongolia Chamber of Commerce in Beijing. From
1990 to 1992, Mr. Guo worked as a manager in a State-owned business
information company in Beijing, the PRC. From 1987 to 1990, Mr. Guo
served as a officer of the Liaison Office and General Office of the Institute
of Economic System Reform under the BIZK&LEREHIMNEZ B & (State
Commission for Economic Restructuring*), and as the deputy officer of 7§
EBFAZEAZEH L (the Western China Development Research Centre*). Prior
to working at the State Commission for Economic Restructuring, Mr. Guo
served from 1982 to 1987 as a senior official in the government of the Inner
Mongolia Autonomous Region. Mr. Guo obtained a bachelor degree in
industrial economics from Renmin University of China, the PRC in 1982.

SUN Yang

Aged 49, is a non-executive Director and a member of the Remuneration
Committee. Mr. Sun was appointed as a non-executive Director with effect
from 27 May 2019.

Mr. Sun is currently the senior vice president of Digital China Holdings Limited
()N BUS A B BR A 7)) (a company listed on the main board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) with stock code:
00861.HK) (“Digital China Holdings"”), the chairman of the Supervisory
Committee of Digital China Information Service Company Ltd. (a company
listed on the Shenzhen Stock Exchange with stock code: 000555.57) and the
chairman of Digital China Software Limited (¥ 15 & (4 AR A 7).

Mr. Sun worked for Bank of China Limited (FFE$817) from July 1995 to
November 1999. After that, he had been the assistant general manager and
the deputy general manager of the information technology department of
China Orient Asset Management Co., Ltd. (FREHFEEEERHERAD
7, formerly known as #BIER 75 & EE 2 /A 7)) from November 1999 to April
2013, the deputy general manager for Orient Bangtong Rongtong Holding
Co., Ltd.(RA BIEriBIER D AR 2 7], formerly known as Bangxin
Huirong Holdings Co., Ltd.* (FBEE R EZREMHBR A R)) from April
2013 to July 2017, the chairman of the board of directors of Dongfang
Bangxin Financial Technology (Shanghai) Co., Ltd.* (R A&kl H8)
APRAR]) from March 2014 to July 2017, the deputy general manager for
the Dongfang Jincheng International Trust Valuation Limited* (875 & 3B
ZAFHE AR A R]) from June 2017 to November 2017.

English names are translated for identification purpose only.
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Mr. Sun graduated with a bachelor’s degree of engineering in applied
computing from Harbin University of Science and Technology (¥4 ER/EIE T
KE) in July 1995 and with a master’s degree in engineering from Beijing
University of Posts and Telecommunications (4t 52 &% A £2) in January 2010.

LIN Dewei
Aged 60, is a non-executive Director. Mr. Lin was appointed as a non-
executive Director with effect from 1 July 2020.

Mr. Lin has approximately 25 years of experience in the legal field and worked
as a part-time lawyer at various law firms in the People’s Republic of China
(the “PRC") between 1995 and 2001. In 2001, Mr. Lin practiced as a lawyer
at Guangdong Everwin Law Office and became a partner of the firm in 2004.
Since 2013, Mr. Lin has been practicing as a lawyer at Guangdong Yogo
Law Firm. Mr. Lin was appointed as a non-executive director of China Lesso
Group Holdings Limited (a company listed on Stock Exchange, stock code:
2128) on 27 February 2010, and was redesignated as an executive director
of that company on 11 July 2018. Mr. Lin obtained a bachelor’s degree in
science from South China University of Technology (formerly known as South
China Institute of Technology) in July 1982 and received a certificate of lawyer
qualification in the PRC in January 1990.

Independent Non-Executive Directors

ZHANG Ke

Aged 67, is an independent non-executive Director. He is the chairman of
the Audit Committee and the Remuneration Committee, respectively, and
a member of the Nomination Committee. Mr. Zhang was appointed as an
independent non-executive Director on 28 March 2003.

Mr. Zhang is a certified public accountant in the PRC and is currently the
chairman and founding partner of Shine Wing Certified Public Accountants.
He graduated from Renmin University of China in 1982 with a bachelor
degree in economics majoring in industry economics. He has many years of
experience in the fields of economics, accounting and finance. Mr. Zhang was
the vice-president of the Chinese Institute of Certified Public Accountants, and
is currently a member of Internal Control Standard Committee of the Ministry
of Finance of the PRC and the Chief Supervisor of Beijing Association of
Forensic Science. Mr. Zhang has acted as an independent director of —7<=44
B 1ERR MM AR AR (Erliusan Internet Communication Company Limited*, a
company listed on the Shenzhen Stock Exchange with the stock code 002467)
until June 2020 and, as at the date of this report, is currently acting an
independent non-executive director of China Coal Energy Company Limited (47
B A RIRD AR A 5], a company listed on the Main Board of the Stock
Exchange with the stock code 01898 and The Shanghai Stock Exchange with
the stock code 601898), and an independent director of F {5 H kx5 F K5
AR/ 7)(CITIC Press Group Corporation*, a company listed on the Shenzhen
Stock Exchange with the stock code 300788).

* English names are translated for identification purpose only.
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ZHANG Tim Tianwei

Aged 57, is an independent non-executive Director. He is also a member
of each of the Nomination Committee and the Remuneration Committee.
Mr. Zhang was appointed as an independent non-executive Director on 1
November 2011.

Mr. Zhang is currently the chief investment officer of China Resources Capital
Management Ltd. He was the founder and managing director of Taconic
Capital Ltd. from September 2003 to September 2005. He acted as the vice
chairman and general manager of Unicredit China Capital Limited from
September 2005 to June 2007. He served as the managing director of J.P.
Morgan Securities (Asia Pacific) from July 2007 to October 2011 and acted
as the chairman of J.P. Morgan (China) Venture Capital Investment Co. Ltd.
Since its foundation in 2010 to October 2011. He served as the managing
director of Taconic Capital Group from November 2011 to March 2012, and as
the chief operating officer of China Merchants Capital Management Limited
from April 2012 to December 2014. He is the managing director of Mount
Flag Capital Ltd. from January 2015 to September 2018 and was also the
chief executive officer of Mount Flag LLC from August 2015 to September
2018. Mr. Zhang was a non-executive director to China ITS (Holdings) Co., Ltd
(stock code: 1900) from May 2014 to July 2019, whose shares are listed on
the Main Board of the Stock Exchange.

Mr. Zhang graduated from Tsinghua University (E# K£) at the Faculty of
Precision Instruments & Mechanology in July 1986. He obtained a Master
of Economics from the Chinese Academy of Social Sciences (FEItZRIE
Bt) and a Master of Business Administration (MBA) from The University of
Chicago. Mr. Zhang has over 20 years of experience in financial and business
management.
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Ql Yan

Aged 71, is an independent non-executive director and a member of the
Audit committee and the Remuneration Committee. Ms. Qi was appointed as
an independent non-executive Director on 30 November 2017.

Ms. Qi is currently the senior consultant (senior vice president grade) of
Xiaomi Corporation, a company listed on Main Board of the Stock Exchange
(Stock Code: 1810). She served in EEESIERI AR A7 (Aigo Digital
Technology Co., Ltd*) as a vice president from September 2004 to September
2011, and was subsequently promoted to the vice chairman and the chief
executive officer from September 2011 to March 2012. She also served in &
HEEFEHE AR A (Aigo Electronics Technology Co. Ltd*) as the chief
executive officer from March 2012 to December 2012. She has over 20 years’
experience in business management. Ms. Qi was awarded the certificate of
Postgraduate Master’s degree in applied sociology from the Graduate School
of A2 RIEEBT (Chinese Academy of Social Sciences) in June 1998. Ms. Qi
joined the China National Democratic Construction Association (“CNDCA") in
1987 and served the Central Committee of CNDCA and the Beijing Municipal
Committee of CNDCA. Ms Qi is currently a representative of the 16th National
People’s Congress of Haidian District, Beijing City.

* English names are translated for identification purpose only.
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SENIOR MANAGEMENT

As at 31 December 2020, the senior management of the Company comprised
the following members:

ZHAO Hong

Aged 46, is the chief financial officer of the Company. Ms. Zhao was
appointed as the chief financial officer of the Company with effect from 31
May 2020.

Mr. Zhao served from 2001 to 2014 in Digital China Holdings Limited's (a
company listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) with stock code: 00861, and a substantial shareholder of the
Company (as defined under the Rules Governing the Listing of Securities on
the Stock Exchange)) mainly in the finance department as finance director,
in the financing department as general manager of distributorship financing
and in the financial service department of headquarter institutional division
as general manager. From 2014 to 2017, Ms. Zhao worked as the financial
controller of EEEEINEAEEIL/NEEKER AT (Chongging Digital China
Huicong Micro-Credit Co., Ltd.*), currently a non-wholly owned subsidiary
of the Company. In 2018, she served as the vice president of the Company
and in 2019 she was promoted to senior vice president and the chief financial
officer of the business groups of platform and corporate services, and smart
industries of the Company concurrently.

Ms. Zhao graduated from Harbin Engineering University with a bachelor’s
degree in engineering in July 1997 and a master’s degree in economics in
April 2001, respectively.

WU Lei

Aged 40, is the executive vice president of the Group, responsible for the
management of business group of smart industries of the Group. Mr. Wu
joined the Group in 2015 and served as the managing director of a finance
and leasing company, a wholly-owned subsidiary of the Group. Prior to
joining the Group, Mr. Wu was the sales director of the Eastern China
region in Start Group (E#%E) and subsequently the assistant president
of Zhejiang Fuyue Holding Group Co., Ltd. (37T = #iiEIEEEE). Mr. Wu has
over 10 years’ experience in the operation and management in the industry.
Mr. Wu graduated from Zhejiang University (4771 A 22) in 2002 and obtained
a bachelor’s degree of electronic engineering.

* English names are translated for identification purpose only.

HC GROUP INC. ANNUAL REPORT 2020

IS ZEF-A=+—HB ARFEREEAER
BIEATKE

HAT
4675 ' MARBERVBE - BLIR T _TF
TA=+—REZEREFIHEE -

WERLTER_TT—FF T ER NS IERK
BRAGEEBARXFMBERAR (B £
RAE RO 00861+ RAAFFEEREFE
&AM PES AR ER - TERGBIEER
BEHREERERE  EVBMEES HEBMBEL
EANAE SRR ASBBERESBETALE - R=F
—EE-T—HFRH - BREIREEPMNEITEIR
PNEEFBRARRAARRNEREMB AR E
EFBEE - R-T—\F - REARAEEIZ
B2 WEZZE-NFIHESRERHENFET RE
EMB AN EBEXSETNERUBE

BREIR—NNEFLAMR - 22 —FOAEER
MERETIERE » HRIEET 288 RGBSR
TEMT o

Rz

4055 * MALBRNITEIAER  TEAKBEBEX
FEH REENR-Z-AFMAREE - HERE
Bz ENBLARRERENRERELE - RIAK
SEZA - REEFBRETEEREERARHER
O ElEREEesyE - REEHFETF
ZITREENEELR - RAAER_TT_FEER
AIRE - EREFTIZELEM o

* AXEHEBEFEEIRNRE -



27

Biographic Details of Directors and Senior Management

EERSREEAEHN

SONG Bingchen

Aged 41, is the executive vice president of the Group. Mr. Song joined the
Group in 2011. Before joining the Group, Mr. Song served as the deputy
president of Ego Group (8= %®), and the general manager of FEm 31t
EFEABR /A A (Ego Cultural Communication Company Limited*). Mr. Song
spent one year as a teacher under the Chinese Youth Volunteer Poverty
Alleviation Relay Plan (R EFEFEERE R H512E)) in Liangshan, Sichuan
from 2002 to 2003.

Mr. Song currently also served as the deputy president of ER & F XK
2 (Guangdong Young Entrepreneurs’ Association*), a committee member of
Guangdong Youth Federation (B8R % &4 €), the deputy president of
Guangdong Electrical Appliances Chamber of Commerce (EERKE <), and
the deputy president of HTI KZHINRKEE (Hangzhou Alumni Association
of Zhejiang University*). Mr. Song has over 15 years of experience in industry
operation and management.

Mr. Song graduated from Zhejiang University and obtained a bachelor’s
degree in management in 2002, and obtained a master’s degree in
management from Zhejiang University in 2005.

LU Qingguo

Aged 47, is the Secretary of the Board and the general counsel of the Group.
Mr. Lu joined the Group in May 1998 and has served as the Company lawyer,
the head of legal department and chief legal officer, and was appointed as
the Board secretary of the Company in 2011. Mr. Lu is mainly responsible for
the legal affairs and listing affairs of the Group. Prior to joining the Group, Mr.
Lu has taught in Guizhou Minzu University for two years. Mr. Lu graduated
from Southwest University of Political Science & Law and obtained a bachelor
degree of Laws, LL.B. Mr. Lu also passed the national lawyer qualification
examination and obtained the certificate of lawyer qualification in 1997. Mr.
Lu has over 20 years of experience in corporate legal affairs.

* English names are translated for identification purpose only.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group’s cash and cash equivalent decreased by approximately
RMB77,592,000 from approximately RMB331,893,000 as at 31 December
2019 to approximately RMB254,301,000 as at 31 December 2020,
approximately 88.03% of which was denominated in RMB.

As at 31 December 2020, the Group had a total borrowings of
RMB1,236,267,000 (as at 31 December 2019: RMB2,304,401,000), of which
RMB895,308,000 (as at 31 December 2019: RMB1,591,089,000) were bank
borrowings with fixed interest rates averaged at 7.00% per annum (as at 31
December 2019: 6.69% per annum) and mature ranging from 2021 to 2023,
and RMB340,959,000 (as at 31 December 2019: RMB713,312,000) were
other borrowings with fixed interest rates ranging from Nil to 10% per annum
(as at 31 December 2019: Nil to 14.3% per annum). As at 31 December
2020, the Group has no undrawn banking facilities (31 December 2019: Nil).
The Group's borrowings were mainly made in RMB.

As at 31 December 2020, the Group was in net debt position, whereas the
Group's gearing ratio was 20%, which was calculated as net debt, including
lease liabilities, divided by total capital. The capital and reserves attributable
to equity holders of the Company decreased by approximately RMB504.4
million from approximately RMB4,023.2 million as at 31 December 2019 to
approximately RMB3,518.8 million as at 31 December 2020.

During the Year, the Group had conservative treasury policies in terms of cash
and financial management. The Group did not use any financial instruments
for hedging purposes.

The Board does not recommend the payment of any final dividend for the
year ended 31 December 2020 (2019: Nil).

BUSINESS AND FINANCIAL REVIEW

A Business Review and a Financial Review of the Group are set out on page 9
to 19 of this report.
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INVESTMENT PROPERTIES REYE

Details of the Group'’s investment properties as at 31 December 2020 are set R-Z_ZTF+_A=+—HAEBZKEMEFE
out below: HIWNT -

Investment properties REYE

Approximate
gross floor area

(sg.m.)
Location Group's interest BAZEEMmMME Existing use Lease term
b AR PTG (FHXK) BRERAZ HEH

Block 1-3 and 7, No. 530 Qili Qunan 100% 16,743  Commercial use 2011-2051
Village, Shahe Town,
Changping District, Beijing

ERmEFRPELE AEAR —E——F5
ERAI530971-3 » 71 —TR—F
Room 1004, The West Lake Plaza of 100% 1,263 Commercial use 2014-2044

International Science & Technology,
No. 391 Wen'er Street, Hangzhou,
Zhejiang Province

T AN T X —#&3915% [SESih —E-mEE
(MBI R R E ) 1004 e Ut S
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SIGNIFICANT INVESTMENT, MATERIAL
ACQUISITIONS AND DISPOSALS

Save as disclosed in this report, the Group has no significant investment, or
any material acquisitions or disposal of subsidiaries, associated companies
or joint ventures for the year ended 31 December 2020. Save as disclosed
in this report, there was no plan authorised by the Board for any material
investments or additions of capital assets as at the date of this report.

CONTRACTUAL ARRANGEMENTS

Structured Contracts involving Huicong Construction

In light of the relevant PRC laws and regulations restricting the participation
and operation of internet content services by foreign investors, the Group has
engaged Beijing Huicong Construction Information Consulting Co., Ltd. (3t =
BIEREBEAARAR]) ("HC Construction” or “Huicong Construction”)
to operate its online platform, and publish its business information on the
internet pursuant to certain contractual arrangements (the “HC Contractual
Arrangements”). The Group relies on the HC Contractual Arrangements in
respect of its online services.

Please also refer to the prospectus of the Company dated 8 December 2003
and the announcement of the Company dated 25 September 2014 in relation
to the transfer of listing from GEM to the Main Board of the Stock Exchange
(the “Transfer of Listing Announcement”) for further details of the HC
Contractual Arrangements.

For the year ended 31 December 2020, save as disclosed in this report, there
was no material change in the HC Contractual Arrangements and/or the
circumstances under which they were adopted.

For the reporting period, none of the structured contracts under the HC
Contractual Arrangements had been unwound as none of the restrictions that
led to the adoption of the said structured contracts had been removed.

To further strengthen the Group’s protection under the HC Contractual
Arrangements and its management and control over Huicong Construction,
the Group amended certain terms of the then existing agreements and
entered into a new exclusive option agreement, an equity pledge agreement
and powers of attorney with Huicong Construction and/or its registered
shareholders on 15 September 2014. As a result of the HC Contractual
Arrangements, Huicong Construction is considered to be a subsidiary of the
Group and the financial statements of Huicong Construction are included in
the Group’s consolidated financial statements from 15 September 2014.

As one of the registered shareholders of Huicong Construction has been
changed, on 14 February 2019, the Group entered into a new exclusive
option agreement, an equity pledge agreement and powers of attorney with
Huicong Construction and/or the existing registered shareholders of Huicong
Construction. Save for the change of the registered shareholder of Huicong
onstruction, the terms of the above agreements remain unchanged.
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As at the date of this report, agreements underlying the HC Contractual
Arrangements include (i) the domain names and trademarks licence
agreement, (ii) the technology services agreement, (iii) the online information
distribution agreement, (iv) the online advertisement publication agreement, (v)
the exclusive option agreement, (vi) the equity pledge agreement and (vii) the
powers of attorney.

The Group depends on the HC Contractual Arrangements with Huicong
Construction (which holds, among other things, the Telecommunications
and Information Services Business Operation Licence (F 81z BARFE
TEAREFFATEE) (“ICP Licence”), bearing a term through 9 March 2022) in
respect of its online services. For the year ended 31 December 2020, revenue
generated from related online services of the Group is RMB189,142,000 (2019:
RMB218,881,000), represents approximately 1.3% (2019: approximately
1.5%) of the total revenue of the Group.

Information of Huicong Construction

Huicong Construction is a limited liability company established in the PRC. As
at the date of this report, the registered capital of Huicong Construction is
owned as to 50% by Mr. Guo Fansheng (a non-executive Director) and 50%
by Mr. Liu Jun (an executive Director). Mr. Liu Jun currently is the sole director
and the legal representative of Huicong Construction, and he is responsible
for making financial and management decisions of Huicong Construction, and
overseeing their implementation, so as to ensure that Huicong Construction
operates in accordance with the terms of the HC Contractual Arrangements.
As each of Mr. Guo Fansheng and Mr. Liu Jun holds 50% equity interests of
Huicong Construction and they are the controllers of Huicong Construction,
Huicong Construction is thus a connected person of the Company.

Set out below is the key financial information of Huicong Construction during
the year ended 31 December 2020:

HE WA
BAE

Revenue
Total assets
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848
15,610

To the best knowledge, information and belief of the Company and as
confirmed by Mr. Guo Fansheng and Mr. Liu Jun, save for the operation and
provision of services for the Group as contemplated under the HC Contractual
Arrangements, Huicong Construction has no other material business operation
during the year ended 31 December 2020 and up to the date of this report.
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Views of the Independent Non-Executive Directors

The independent non-executive Directors have reviewed the HC Contractual
Arrangements, and confirmed that for the financial year ended 31 December
2020, (1) the transactions carried out during the year have been entered
into in accordance with the relevant provisions of the HC Contractual
Arrangements; and (2) no dividends or other distributions have been made
by Huicong Construction which are not otherwise subsequently assigned or
transferred to the Group.

Major terms of the agreements underlying the HC
Contractual Arrangements

Technology Services Agreement

Beijing Huicong International Information Co., Ltd. (“Beijing HC International”)
first entered into a technology services agreement (the “Technology Services
Agreement”) with Huicong Construction on 2 January 2002 for a term of
three years (and subsequently extended). The existing term of the Technology
Services Agreement is three years commencing from 15 September 2020 to
14 September 2023, and may be renewed for an additional term of three
years at the sole discretion of Beijing HC International (and such renewal
shall be subject to the Company having obtained all necessary approvals
and consents in accordance with the applicable laws, rules and regulations
(including applicable rules of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”))).

Pursuant to the Technology Services Agreement, Beijing HC International is
appointed by Huicong Construction as its exclusive agent to provide Huicong
Construction with technology support and services related to the internet
content provider business of Huicong Construction, which includes:

(i)  server maintenance services;

(i)  the development, renewal and upgrading of server application software
and its application in the internet content provider business;

(i) the development, renewal and upgrading of application software for
internet user;

(iv) the technology service of e-business;
(v)  the training of technical personnel; and

(vi) other reasonable requests from Huicong Construction for technical
services.

Under the Technology Services Agreement, Huicong Construction shall pay
Beijing HC International an annual fee of RMB250,000 for the provision of the
aforesaid services. The annual fee thereafter may be adjusted, but it shall not
exceed 20% of the amount charged in the previous year.
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Domain Names and Trademarks Licence Agreement

Beijing HC International first entered into a domain names and trademarks
licence agreement (the “Domain Names and Trademarks Licence Agreement”)
with Huicong Construction on 2 January 2002 for a term of three years
(and subsequently extended). The existing term of the Domain Names and
Trademarks Licence Agreement is three years commencing from 15 September
2020 to 14 September 2023, and may be renewed for additional term of
three years at the sole discretion of Beijing HC International (and such renewal
shall be subject to the Company having obtained all necessary approvals and
consents in accordance with applicable laws, rules and regulations (including
applicable rules of the Listing Rules)).

Pursuant to the Domain Names and Trademarks Licence Agreement, Beijing
HC International licences Huicong Construction to use certain domain names
and trademarks (including domain names and trademarks owned by Beijing
HC International and to be obtained by it from time to time) for the sole
purpose of operating the website and dissemination of information for the
benefit of Beijing HC International in the PRC. Any intellectual properties
developed by Huicong Construction during the term (including any renewed
term) of the Domain Names and Trademarks Licence Agreement would
belong to Beijing HC International. Parties further agreed that where any
intellectual properties are required by law to be registered in the name of
Huicong Construction, Huicong Construction shall, where permitted by
applicable laws and regulations, upon request of Beijing HC International
assign such intellectual property rights to Beijing HC International or a party
as designated by Beijing HC International, and shall return any consideration
received for such transfer. Huicong Construction has undertaken that they
shall warrant and guarantee that such intellectual properties are flawless and
it shall bear all damages and losses caused to Beijing HC International by any
flaw in such intellectual properties. Beijing HC International has the right to
recover all of its losses from Huicong Construction for liabilities to any third

party.

Under the Domain Names and Trademarks Licence Agreement, Huicong
Construction shall pay an annual fee of RMB250,000. The annual fee
thereafter may be adjusted, but the adjustment shall not exceed 20% of the
amount charged in the previous year.
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Online Information Distribution Agreement

Beijing HC International first entered into an online information distribution
agreement (the “Online Information Distribution Agreement”) with Huicong
Construction on 2 January 2002 for a term of three years (and subsequently
extended). The existing term of the Online Information Distribution Agreement
is three years commencing from 15 September 2020 to 14 September
2023 and may be renewed for an additional term of three years at the sole
discretion of Beijing HC International (and such renewal shall be subject to the
Company having obtained all necessary approval and consents in accordance
with applicable laws, rules and regulations (including applicable rules of the
Listing Rules)).

Pursuant to the Online Information Distribution Agreement, Beijing HC
International appoints Huicong Construction to exclusively publish the
information collected, edited or produced by Beijing HC International on the
website operated by Huicong Construction.

Under the Online Information Distribution Agreement, Beijing HC International
shall pay an annual fee of RMB900,000. The annual fee thereafter may be
adjusted, but the adjustment shall not exceed 20% of the amount charged in
the previous year.

Online Advertisement Publication Agreement

HC Advertising first entered into an online advertisement publication
agreement (the “Online Advertisement Publication Agreement”) with Huicong
Construction on 2 January 2002 for a term of three years (and subsequently
extended). The existing term of the Online Advertisement Publication
Agreement is three years commencing from 15 September 2020 to 14
September 2023, and may be renewed for additional term of three years at
the sole discretion of HC Advertising (and such renewal shall be subject to the
Company having obtained all necessary approvals and consents in accordance
with the applicable laws, rules and regulations (including applicable rules of
the Listing Rules)).

Pursuant to the Online Advertisement Publication Agreement, HC Advertising
appoints Huicong Construction to publish exclusively advertisement designed,
produced by or entrusted to HC Advertising on the website operated by
Huicong Construction.

Under the Online Advertisement Publication Agreement, HC Advertising
shall pay an annual fee of RMB900,000. The annual fee thereafter may be
adjusted, but the adjustment shall not exceed 20% of the amount charged in
the previous year.

HC GROUP INC. ANNUAL REPORT 2020

B LEERMGGE
EREREEN-_TT-_F—- A" REZEER

V@ ERRMHE(RB L ERRmRE] - A
“F(REREER) - B LER%minE 2 REHR
BE-Z2-_ZFNA+RARA-_ZE-_=FNLA+1EAH

b BREI=F WAt R BBEE 2 RENEET R
SIN=F(MEMBRSARRRBERERE AR
FRE (B ETmRAZERRANDEGHE L H L&
NRER  HAER)

RIBHE LS S -
REBEEZREEZHEBREMRILRE
& REIREHZES -

IR BRERZ TR
IR R UL

REMLESEMHE  ERBREBAINFEA
R#900,0007T - HEFEA THAE - ERHENSHE

BRI — PN 2R 220% °

HLEETZ G
EREERYVR S - A-HHEERERRI

%ﬁtﬁﬁ%ﬂ%ﬁ%aﬁ(MHJ:E%:F'J%W&&J) RE=F
(REBERER) - #HLEETIEHEIABHRE -
7_7¢ﬂﬂ+ﬁﬂt§;_$: FAATHEALE -
BE=F Wi HZBREESENBEEIN=F
(MAEBEAFARRIREBEAESE - RAKRER
(@?ﬁtﬁfﬁg‘JZﬁﬁﬁﬁﬁ'J)HX?%Fﬁﬁ%%ﬁt)ﬁ&@%
& AAEE

IRIEE LR T B
R EE 2 B CERTIE NS
SEE 2 -

 BIRESASNFEARE
BB SHEBL

IR LS T & sk
900,0007T » E{&RFE A FiHE -
—FAXNEREZ20% °



Management’s Discussion and Analysis

EEEF WM DA

Exclusive Option Agreement

Beijing HC International entered into the exclusive option agreement (the
“Exclusive Option Agreement”) with Huicong Construction, Mr. Guo
Fansheng and Mr. Liu Jun on 14 February 2019, pursuant to which Mr.
Guo Fansheng and Mr. Liu Jun jointly and severally granted to Beijing HC
International (and Huicong Construction having consented to such grant) an
irrevocable exclusive option for Beijing HC International (or such third party
as it may designate) to purchase, to the extent permitted by PRC laws, all or
part of their equity interests in Huicong Construction, at the consideration of
RMB1,400,000 or a minimum purchase price permitted under PRC laws and
regulations at the time of exercise of such option. Such exclusive option is for
an indefinite term commencing on 14 February 2019 until (i) it is terminated
by Beijing HC International in writing, or (ii) upon transfer of the entire equity
interests held by Mr. Guo Fansheng and Mr. Liu Jun in Huicong Construction.
Such exclusive option may not be revoked or varied during the term of the
Exclusive Option Agreement.

Pursuant to the Exclusive Option Agreement, each of Mr. Guo Fansheng
and Mr. Liu Jun has undertaken to Beijing HC International, among other
things, that they shall not create any pledge, indebtedness or third party
encumbrances, and shall not transfer, give by way of gift, pledge or otherwise
dispose of its equity in Huicong Construction to any party other than Beijing
HC International (or such third party as it may designated by it). Further,
Huicong Construction has undertaken to Beijing HC International, among
other things, that:

(i) it will operate its business in accordance with the laws, regulations,
requirements and other management requirements or directions by
relevant governmental department;

(i) it shall ensure the continual existence of Huicong Construction in
accordance with good financial and business standards and practices,
and shall prudently and effectively operate its business and transactions,
and shall use its best endeavours to ensure Huicong Construction
obtaining all licences, permits and approval requires for its operation,
and to ensure that they shall not be cancelled, revoked or declared
invalid;

(iii) it shall provide all its information in respect of its operation and finance
at Beijing HC International’s request;
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(iv) it shall not conduct any of the following matters unless with prior
written approval from Beijing HC International: (a) sell, transfer, pledge
or otherwise dispose of any assets, business, or income, or allow
encumbrance be created thereon (save as in its ordinary course of
business or with prior written approval from Beijing HC International);
(b) enter into any transactions which will materially and adversely affect
its assets, obligations, operation, equity interest and other legal rights
(save as in its ordinary course of business or with prior written approval
from Beijing HC International); (c) declare dividend, or bonus to its
shareholders; or (d) incur, take up, guarantee or allow any indebtedness
other than those in the ordinary course of business and with the prior
written consent of Beijing HC International;

(v) it shall not without the prior written approval from Beijing HC
International resolve any shareholders’ resolution on increasing or
decreasing its registered capital, or alerting its registered capital
structure;

(vi) it shall not without the prior written approval from Beijing HC
International alter its articles of association, or change its scope of
business; and

(vii) it shall not without the prior written approval from Beijing HC
International change or remove any of its director or senior
management.

Each of Mr. Guo Fansheng and Mr. Liu Jun, as registered shareholders of
Huicong Construction, has executed a blank equity transfer agreement with
respect of his equity interests in Huicong Construction to the custody of
Beijing HC International, which may be effected by Beijing HC International
(or such third party as it may designate) in the event he fails to discharge his
obligations.

Huicong Construction, Mr. Guo Fansheng and Mr. Liu Jun further executed an
undertaking dated 14 February 2019 (the “Undertaking”), pursuant to which,
among other things, they undertake to unconditionally return to the Group
any consideration they receive in the event Beijing HC International acquires
the equity interests in Huicong Construction, and to unconditionally transfer
the domain name “hc360.com” and related registered trademark(s) to Beijing
HC International (or such third party as it may designated by it) in the event
that the agreements underlying the HC Contractual Arrangements lapse,
expire or be terminated.
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Power of Attorney

On 14 February 2019, each of Mr. Guo Fansheng and Mr. Liu Jun has
executed a power of attorney (the “Power of Attorney”). Pursuant to each
of the Powers of Attorney, each of Mr. Guo Fansheng and Mr. Liu Jun
unconditionally and irrevocably authorises any individual designated by Beijing
HC International (which shall be a director of the Company (other than Mr.
Guo Fansheng, Mr. Liu Jun or their close associates), and shall be a resident
of PRC) to represent him in exercising all his rights as shareholders of Huicong
Construction under applicable PRC laws, including without limitation, to
transfer all his equity interests, to determine the consideration for such
transfer, to complete all relevant procedures regarding such transfer, to attend
general meetings and exercise voting rights, to execute all such relevant
documents, agreements and resolutions, etc.. Such Powers of Attorney shall
remain in full force and effect from 14 February 2019 until Mr. Guo Fansheng
or Mr. Liu Jun (as the case may be) ceases to be a shareholder of Huicong
Construction.

Equity Pledge Agreement

Beijing HC International, Mr. Guo Fansheng and Mr. Liu Jun entered into
the equity pledge agreement (the “Equity Pledge Agreement”) on 14
February 2019, pursuant to which each of Mr. Guo Fansheng and Mr. Liu
Jun pledged all their respective equity interests in Huicong Construction to
Beijing HC International to secure the performance of all their obligations
and the obligations of Huicong Construction under the Domain Names
and Trademarks Licence Agreement, the Technology Services Agreement,
the Online Information Distribution Agreement, the Online Advertisement
Publication Agreement, the Exclusive Option Agreement and the Powers of
Attorney.

Beijing HC International will be entitled to exercise the rights of pledge in the
event Huicong Construction fails to pay the service fee under the Technology
Services Agreement and the Domain Names and Trademarks Licence
Agreement or fail to perform any other term of the above agreements, the
Online Information Distribution Agreement and the Online Advertisement
Agreement, or any of Huicong Construction, Mr. Guo Fansheng or Mr.
Liu Jun fails to perform any term of the Exclusive Option Agreement and
the Powers of Attorney (as the case may be), upon reasonable notice. If
Huicong Construction declares any dividend, bonus or adopt any proposal for
distribution of profits during the term of the Equity Pledge Agreement, such
dividends, bonus or economic benefits of all such proposal for distribution
shall be delivered to Beijing HC International.

The Equity Pledge Agreement is for an indefinite term commencing from
14 February 2019 until (i) all the agreements (other than the Equity Pledge
Agreement) underlying the HC Contractual Arrangements have been
terminated by Beijing HC International and/or HC Advertising (as the case may
be) or (i) all the obligations under the Equity Pledge Agreement have been
fulfilled. The Equity Pledge Agreement has been filed at relevant Industry and
Commerce Bureau.
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Risks associated with the HC Contractual Arrangements

The government may determine that the agreements underlying the HC
Contractual Arrangements do not comply with the applicable regulations, or
these regulations or their interpretation may change in the future.

The Company is incorporated in the Cayman Islands and members of the
Group established in the PRC are considered as foreign-invested enterprise.
Currently, laws and regulations of the PRC restrict participation and operation
of internet content services by foreign investors. The Group depends on the
HC Contractual Arrangements with Huicong Construction in respect of its
online services. Upon interview conducted by the PRC legal advisers with
relevant responsible officer of the Telecommunication Department of Beijing
Communications Administration Ut R HEBEEEREEEIEE), the PRC
legal advisers were informed that currently, there is no prohibition of adoption
of contractual arrangements or variable interest entity in the business
of services, and there has been no law, rules, regulations or normative
documents in the PRC which stipulates that such arrangements constitute the
act of “concealing illegal intentions with a lawful form” under PRC laws.

Save for matters as further discussed in the paragraph headed “Certain terms
of the HC Contractual Arrangements may not be enforceable under PRC
laws” below, our PRC legal advisers are of the opinion that the agreements
underlying the HC Contractual Arrangements are, collectively and individually,
legal and valid and do not violate PRC laws, rule and regulations. Although
the Group has not received any interference regarding the legality of the HC
Contractual Arrangements, there is no assurance that the PRC government
or judicial authorities would agree that the HC Contractual Arrangements
comply with PRC licensing, registration, other regulatory requirements or
policies that may be adopted in the future. If the PRC government or judicial
authorities determines that the Group or the HC Contractual Arrangements
do not comply with the applicable PRC laws and regulations, it could have
discretion in dealing with such non-compliance, including:

(i)  discontinuing or placing restriction on the business operation of Beijing
HC International, HC Advertising and/or Huicong Construction in the
PRC;

(i) requiring reorganisation or restructuring of ownership or business of
Beijing HC International and/or HC Advertising;

(i) levying fines and/or confiscating the proceeds generated from the
operations under the HC Contractual Arrangements; and

(iv) taking other regulatory or enforcement actions that could have a
material adverse effect over the Group’s financial condition or business.
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The imposition of any of the above mentioned consequences could result
in a material and adverse effect on the Group’s ability to conduct its online
business. In particular, in the event the imposition of any of these consequence
prevent Huicong Construction from providing internet content provider
services to the Group and the Group is unable to locate any substitute timely,
the operation of the Group’s platform could be severely disrupted and the
Group may breach its existing contracts for online businesses (including
among others, subscription for Mai-Mai-Tong and Biao-Wang search). Where
the Group loses the right to direct the activities of Huicong Construction as
a result of these consequences, the Group would also be no longer able to
consolidate the financial results of Huicong Construction.

The HC Contractual Arrangements may not provide control as effective as
direct ownership

The Group depends on the HC Contractual Arrangements with Huicong
Construction, who hold key licences required, in respect of its online services.
Huicong Construction is owned as to 50% by Mr. Guo Fansheng and 50% by
Mr. Liu Jun. The Company and its subsidiaries do not own or hold any equity
interests in Huicong Construction.

The HC Contractual Arrangements may not be as effective in providing control
over website operations in PRC as direct ownership in these businesses. For
example, Huicong Construction and its shareholders could breach or fail to
perform their obligations under the HC Contractual Arrangements. If Huicong
Construction fails to perform its obligations under the HC Contractual
Arrangements, the Group will have to resort to legal remedies under the PRC
law, which could result in substantial litigation costs and diverse the Group's
management’s time and efforts away from their running the regular business
of the Group. There is uncertainty as to the outcome and duration of legal
proceedings and its enforceable. In addition, the Group cannot be sure that
contractual remedies would be effective or sufficient to enforce its interests.
In the event Huicong Construction refuses or fails to provide the internet
content services to the Group and the Group is unable to locate any substitute
timely, the operation of the Group’s platform could be severely disrupted and
the Group may breach its existing contracts for online businesses.
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The Group currently operates its online platform principally through the
website of “hc360.com”. Currently, Huicong Construction is the registrant
of the domain name “hc360.com” in light of relevant requirements in the
PRC on internet content provider business. Huicong Construction, Mr. Guo
Fansheng and Mr. Liu Jun have undertaken pursuant to the agreements
underlying the HC Contractual Arrangements and the Undertaking that
Huicong Construction will, so far as it is permitted under the PRC laws,
transfer the domain name and trademark(s) to the Group (or the Group's
nominee) in the event the HC Contractual Arrangements lapse, expire or be
terminated. If the Group is unable to acquire the domain name from Huicong
Construction, or if Huicong Construction declares bankruptcy or if the domain
name, as part of Huicong Construction’s assets, become subject to liens or
rights of third party, the Group may be unable to continue its existing business
using “hc360.com” and may be required to establish a new domain name,
and to establish new trademark, which may disrupt the Group'’s operation,
confuse users and damage the Group’s reputation, and may materially and
adversely affect the Group’s results of operation.

The registered shareholders of Huicong Construction may have potential
conflicts of interest with the Group

As at the date of this report, equity interests of Huicong Construction is
owned as to 50% by Mr. Guo Fansheng and 50% by Mr. Liu Jun. Mr.
Guo Fansheng is the sole director and the legal representative of Huicong
Construction. The Directors are of the view that Mr. Guo Fansheng and Mr.
Liu Jun are controllers of Huicong Construction. Each of Mr. Guo Fansheng
and Mr. Liu Jun has undertaken to the Company that each of them will
procure Huicong Construction in fulfilling its obligations under the agreements
underlying the HC Contractual Arrangements. Each of Mr. Guo Fansheng and
Mr. Liu Jun, as a Director, also owes fiduciary duties to the Company and the
Shareholders as a whole pursuant to relevant law of the Cayman Islands.

There is no assurance that when conflicts of interests arise, shareholders of
Huicong Construction will act in the best interests of the Group, or that any
conflicts of interests will be resolved in favour of the Group.

To further strengthen the protections to the Group over potential conflicts
of interest between the registered shareholders of Huicong Construction,
and the Group, on 14 February 2019, Beijing HC International entered into,
among others, the Exclusive Option Agreement, the Equity Pledge Agreement
and the Powers of Attorney with Huicong Construction. Pursuant to the
Exclusive Option Agreement, Beijing HC International was granted the option
to purchase from the registered shareholders their equity interest in Huicong
Construction when and to the extent permitted by law. Pursuant to the Equity
Pledge Agreement, Beijing HC International is entitled to dispose of the equity
interests of Huicong Construction pledged, in the event of stipulated events
regarding failure of performance by, among others, registered shareholders of
Huicong Construction. Further, each of the Mr. Guo Fansheng and Mr. Liu Jun
has executed the Power of Attorney which authorises individual designated
by Beijing HC International to exercise all of their rights and powers as
areholders of Huicong Construction.
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Since the entering into of the agreements underlying the HC Contractual
Arrangements and up to the date of this report, neither Huicong Construction
nor its registered shareholders commits any breach of the agreements
underlying the HC Contractual Arrangements or undertakings. However, if
shareholder(s) of Huicong Construction cause Huicong Construction to breach
the HC Contractual Arrangements, or in the event Mr. Guo Fansheng and/
or Mr. Liu Jun breach the aforesaid undertakings, the Group will have to
resort to legal remedies under the PRC law, which could result in substantial
litigation costs and diverse the Group’s management’s time and efforts away
from their running the regular business of the Group. There is uncertainty as
to the outcome and duration of legal proceedings and its enforceability, and
the Group cannot be sure that contractual remedies would be effective or
sufficient to enforce its interests. Acquisition by the Group (or by designees of
the Group) of equity interests under the Exclusive Option Agreement and/or
the Equity Pledge Agreement may further be subject to substantial transaction
costs) and taxation. In the event that the HC Contractual Arrangements
are breached and the Group is unable to locate any substitute to provide
internet content services timely, the operation of the Group's platform
could be severely disrupted and the Group may breach its existing contracts
for online businesses, and the Group’s operation, result of operations and
financial conditions may be materially and adversely affected. Also, if the
Group is unable to acquire the domain name in such events, or if Huicong
Construction declares bankruptcy or if the domain name, as part of Huicong
Construction’s assets, become subject to liens or rights of third party, the
Group may be unable to continue its existing business using the domain name
of “hc360.com” and may be required to establish a new domain name, which
may disrupt the Group’s operation, confuse users and damage the Group's
reputation, and may materially and adversely affect the Group’s results of
operation.

The HC Contractual Arrangements may subject the Group to increased
taxation due to different income tax rates applicable to Beijing HC
International and Huicong Construction

Pursuant to the Online Information Distribution Agreement, Huicong
Construction provides internet content provider services for an annual fee of
RMB900,000.

Before 2020, Beijing HC International is subject to a preferential tax rate of
15%, and Huicong Construction is subject to a tax rate of 25%.

In light of the different income tax rates applicable, the determination of such
annual fee and other payment by the Group to Huicong Construction before
2020 may be challenged by relevant PRC tax authorities as unfair, and may
adjust the taxable income or tax amount payable by the Group, requesting
outstanding tax amount be paid or imposing administrative penalty, thereby
having adverse tax consequence and affect the Group’s business, financial
conditions and results of operations of the Group materially and adversely.

41

BRIVERAOZFERHHAEEAREAY - 218
ERHEB TR EREMER BB S OREHE
BBEASAGEZ1TR - AW - MEEERZ R e
BRERERBRAOTH - B ELER K
HERAER bulEGE - AEERRIEPBEARFZE
ERZROTE IR EARMKA - L5

AASEEEELEAREE R EEBZRKRE LAY
N BEAERFELRRFZERMARER - UK
BEMSRBIBTT - MAEETREREE & NI AR A
M RSTAITEM - AAKE(RAKEREAL)
IREIB R IR 75 N kBRI 1R i s 1T 2 i
WEETTBEE — PR BARRZMARTIAZ RS - €
REBBAEHRHE  MARERERSKIERNREHRE
BRATRE2ERTE  MAEEZFEEERS
ZEBREER  MASEMGERER EEBZRE
BH - UBARRBZ EB 2B RN AR E &
a2 N N ki SEI S-S ) N
- AHBEEREMWERMIERBIEREE
—HDZHAZ I B ERENE =T RANRE > A EE
FIREMUAE A hc360.com HEBHRR X7 - I
FEEREREY — ARG - &t%Tﬁﬁ@?EK%@Z
2E  ORBRAPRBREASEZBE - WA HALE

anb mﬂl‘

B2 R REEREARTRIRE
B 2 IR R B IR BT R e % -

IR RL A B BN BEAE I

RIEM LESBMGE  BRRREHEBEADH
fERRT - F B/ ARK900,0007T °

TER - ERBBEBRRI5% 2 EERER
o AR HEE R B2 25 % 2 B RS o

_7_

MRER TR  PELRRT S AT B R
$EIF4747¢mﬂ§WL &S % F B R A
RIBZEFETEB AT - B A EERTIA
Yﬁﬁm% BRAKMEE H*ﬁzmﬁimMﬁﬁ
- AER SR & R R AR 2 #7
%%ﬁ&%@%ﬁ%ﬁéﬁxﬂ%;

EREMBERAT 2020 Fi



42

Management’s Discussion and Analysis
BEEREN WM

Since the entering into of the HC Contractual Arrangements and up to the
date of this report, the Group has not received any interference from relevant
PRC tax authorities as to the different income tax rates applicable.

Huicong Construction may not provide internet content services to the
Group if the HC Contractual Arrangements are not renewed or extended on
equivalent or similar terms, or if Huicong Construction ceases its operation or
corporate entity in the event of dissolution or liquidation, etc.

The Group depends on the HC Contractual Arrangements with Huicong
Construction, which holds key licences required, to operate the Group’s online
platform. Certain agreements underlying the Contractual Arrangements (other
than the Exclusive Option Agreement, the Equity Pledge Agreement and
the Powers of Attorney, which have an indefinite terms unless terminated)
currently has a term of three years, and will expire by 14 September 2020,
subject to renewal by Beijing HC International and/or HC Advertising at
its respective discretion in accordance with the respective terms of the
agreements. The Company expects that the Group will renew the agreements
on equivalent or similar terms prior to their expiries.

If the HC Contractual Arrangements are not renewed or extended on
equivalent or similar terms, or if Huicong Construction ceases its operation or
corporate entity in the event of dissolution or liquidation, the Group would
have to engage another PRC entity holding relevant licences required to
provide internet content services to the Group.

To strengthen the Group's protection, Beijing HC International entered
into the Exclusive Option Agreement dated 14 February 2019, pursuant to
which Beijing HC International (or such third party as it may designated) may
purchase the equity interests of Mr. Guo Fansheng or Mr. Liu Jun in Huicong
Construction, among others, in the event that HC Contractual Arrangements
are not renewed. The said option is for an indefinite period unless terminated
by Beijing HC International or upon Beijing HC International acquiring all
equity interests in Huicong Construction. Further, each of the registered
shareholders of Huicong Construction (namely, Mr. Guo Fansheng and Mr.
Liu Jun) has executed the Power of Attorney which authorise individual
designated by Beijing HC International to exercise all of their rights and
powers as shareholders of Huicong Construction. In addition, as each of Mr.
Guo Fansheng and Mr. Liu Jun, being all registered shareholders of Huicong
Construction, is a Director, each of them further owes a duty of care to
the Company and the Shareholders as a whole under applicable laws. The
Directors are of the view that Huicong Construction and/or its registered
shareholders are not entitled to terminate the agreements underlying the HC
Contractual Arrangements save for material breach by Beijing HC International
and/or HC Advertising (as the case maybe). In such cases of termination,
that the Group will be entitled to exercise its rights under the Equity Pledge
Agreement to uphold its rights or have to resort to legal remedies under the
PRC law.
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There is no assurance that the Group can identify new entity which provides
internet content services required for the Group’s operation timely, or on
equivalent or similar terms. In the event that existing PRC entity cannot be
located, the Group may be required to engage other parties to set up new
entity. Pursuant to the existing laws and regulations, approval procedures
for key licences to operate internet content services usually takes three to six
months, with such requirements including among others, the Qualification
Requirement (as further discussed below) and a minimum requirement of
registered capital of not less than RMB1,000,000, while there is no assurance
that such approval will be granted, or will be granted on a timely manner.

In the event that the HC Contractual Arrangements are discontinued and the
Group is unable to locate any substitute to provide internet content services
timely, the operation of the Group's platform could be severely disrupted and
the Group may breach its existing contracts for online businesses, which could
materially and adversely affect the Group’s business operation and financial
results.

Certain terms of the HC Contractual Arrangements may not be enforceable
under PRC laws

The HC Contractual Arrangements provide for dispute resolution by way of
arbitration in accordance with the arbitration rules of the Beijing Arbitration
Commission in the PRC. The HC Contractual Arrangements also contain
provisions to the effect that, the arbitral body may award remedies over
shares and/or assets of Huicong Construction, injunctive relief and/or winding
up of Huicong Construction, and that courts in Hong Kong and the Cayman
Islands are of competent jurisdiction with power to grant interim remedies in
support of arbitration pending formation of arbitral tribunal or in appropriate
cases.

We have been advised by our PRC legal advisers that the above mentioned
provisions regarding injunctive relief or interim remedies contained in the
HC Contractual Arrangements may not be enforceable, and that under PRC
laws, arbitral body does not have the power to grant any injunctive relief or
liquidation order in case of dispute.

Accordingly, such remedies may not be available to us timely, or be available
to us at all notwithstanding the relevant contractual provisions contained in
the HC Contractual Arrangements.

Exercise of option to acquire the equity interests in Huicong Construction
may be subject to limitations and the ownership transfer may be subject to
substantial costs

Under the HC Contractual Arrangements, the Group has the option to
purchase equity interests in Huicong Construction. It is the intention of the
Group to unwind the HC Contractual Arrangements as soon as the law allows
the business to operate without such HC Contractual Arrangements.

43

BTREAEEATRSHERE
ERR/ANER 2 EBREAEEBBATRE -

IR IRE SRS 2
(GEES

EDEThERE2ER  AEERARBEMALR
STER - RERIDEGI RER - BEFBHEATR

BT 2FAEzERREF —REF== B &
2SR EE (AR el R ER(N T CE—Fwmit)
&%EH%%A‘Z?&E%EET\’J AR #1,000,0007T -
B TREESAEBIE - SUERESHRILE o

HERAMLHRIL - MASBEREERKIRHRE
BREATRE 2 ERERTE - AREF G 22E&E
BEEERE  MAKENEEREGLEBZRES
B UBAREZ ZBEENRMBEETREIIEX
THEE -

HIBEKILEEZ & TIRF0R 4 AT 1RIE P B % 5% 41

de Q) ¢

BEXZYRTE - MHREFERBEILRFHES
2R ARET R - BRAOLHTHE
BECATBR M EM B T RE SRR 2 1D IS B EE
TEH A - BHER SR X TRRERS
8 MEEMHAEREERARREEERE A
NERLIPEERE 2 ATREEE R0 TR O R %
A SIS, ©

ARREETEVERBEREH - BRAORYREA
F%é“ﬁ?%%\J/-\YE%H#%WNKE@KJZ\—HQ%\Jiﬂﬁ IRIE
TEDEE - WERAE - PEEE R L A
LYEER

At - BESREOLHHABEREBEOGEN - KEE
RUWA] RS ERF S AT R A s% S e

i)

TTIERB IR IE LA B B IEE AR 2 SR A W n SRR R BINE
PHARIR R B B 1R #3 R R X B AR

REBEEOZY FNEEHFBE E R AR AE
Zﬁﬁﬂxﬁé LKE@*EKBAI?HEZ* HRANREHER
AEERRAFEG 2 EREBRERZRAOLY -

E=3
§ 355

EREMBERAT 2020 Fi




44

Management’s Discussion and Analysis
BEEREN WM

The Administrative Rules for Foreign Investments in Telecommunications
Enterprises (2016 amended) (the “FITE Rules”) currently stipulated that
foreign investors are not allowed to hold more than 50% of the equity
interests of a company providing value-added telecommunications services,
including internet content provider services. As the Company is a company
incorporated in the Cayman Islands, all members of the Group controlled by
the Company through majority shareholdings or equity interests are regarded
as such foreign invested enterprise, which restrict the exercise of option.

In addition, under the FITE Rules, a foreign invested enterprise wishing to
acquire any equity interest in a value-added telecommunications business
in the PRC must demonstrate a good track record and experience in
providing value-added telecommunications services overseas (“Qualification
Requirement”). There is currently no clear guidance on the interpretation
of the Qualification Requirement under the existing applicable PRC laws,
regulations or rules, and the Company is therefore unable to ascertain the
Qualification Requirement. There is no assurance that the Group will be
able to sufficiently satisfy the Qualification Requirement, or there will not
be any subsequent change, interpretation or guidance on the Qualification
Requirement, or such other requirements concerning the operator of internet
content provider services. If the restrictions on the percentage of foreign
ownership in telecommunications services are removed, the Group may need
to unwind the HC Contractual Arrangements before the Group is in a position
to comply with the Qualification Requirement.

The exercise of option to acquire equity ownership of Huicong Construction
may incur substantial costs on the part of the Group. Pursuant to the HC
Contractual Arrangements, the Group has an exclusive option to purchase,
to the extent permitted by PRC laws, equity interests in Huicong Construction
in all or part, at the consideration of RMB1,400,000 or a minimum purchase
price permitted under PRC laws and regulations at the time of exercise of
such option. Where the relevant PRC authorities determine that the purchase
price is below the market value, they may require Beijing HC International to
pay enterprise income tax for ownership transfer income with reference to the
market value. The amount of tax may be substantial, which could materially
and adversely affect the business, financial condition and results of operation
of the Group.
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If Huicong Construction fails to obtain and maintain the requisite assets,
licences and approvals as required under the regulatory environment for
internet content provider business in the PRC, the business, financial condition
and results of operations may be materially and adversely affected

The telecommunications services industry in China is heavily regulated by
the PRC government and numerous regulatory authorities of the central
PRC government are empowered to issue and implement regulations
governing various aspects of the telecommunications services industry. These
telecommunications services-related laws and regulations are relatively new
and evolving, and there are a certain degree of uncertainty especially on
the interpretation and enforcement of these laws. As a result, in certain
circumstances it may be difficult to determine what actions or omissions may
be deemed to be in violations of applicable laws and regulations.

Huicong Construction is required to obtain and maintain certain assets
relevant to its business as well as applicable licenses or approvals from
the relevant regulatory authorities in order to provide its current services.
These assets and licenses are essential to the operation of internet content
provider business and are generally subject to annual review by the relevant
governmental authorities. Also, Huicong Construction may need to obtain
additional licenses. If Huicong Construction fails to obtain or maintain any of
the required assets, licenses or approvals, its continued business operations in
the telecommunications services industry may subject it to various penalties,
including but not limited to fines and the discontinuation or restriction of
its operations. Any such disruption in the business operations of Huicong
Construction will materially and adversely affect our business, financial
condition and results of operations.

The Company may lose the ability to use and enjoy assets held by Huicong
Construction that are important to the Group’s business if Huicong
Construction declares bankruptcy or becomes subject to a dissolution or
winding up proceeding

Huicong Construction holds certain assets that are important to the Group’s
business operations, primarily the ICP Licence and the domain name of
"hc360.com”. The HC Contractual Arrangements with Huicong Construction
and its shareholders contain terms that specifically obligate Mr. Guo Fansheng
and Mr. Liu Jun to ensure the valid existence of Huicong Construction.
However, in the event that Mr. Guo Fansheng or Mr. Liu Jun breaches
this obligation and voluntarily wind up Huicong Construction, or Huicong
Construction declares bankruptcy or is otherwise dissolved, some or all of
the Group’s online business operations may have to be ceased, which could
materially and adversely affect our business, financial condition and results
of operations. If Huicong Construction undergoes a voluntary or involuntary
winding-up proceeding, Mr. Guo Fansheng or Mr. Liu Jun or any other third-
party creditors may claim rights to some or all of these assets, resulting in
hindrance to the Group’s ability to operate the Group’s online business, which
could materially and adversely affect the Group’s business, financial condition
and results of operations.
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Even the transtfer of trademark of “hc360” has been completed, there may
still be potential penalties

We have been advised by our PRC legal advisers that holders of the ICP
License shall hold the domain name and the trademarks used for conducting
the internet content provider business pursuant to the MIIT Notice.

In order to comply with the notice requirement of the ICP, Beijing HC
International transferred the trademark “hc360” to Huicong Construction
through the HC Contractual Arrangements. On 25 January 2016, the
trademark transfer was completed and Huicong Construction obtained the
trademark certificate for “hc360” on 13 March 2016. The Company has been
advised by the PRC Legal Advisers that, upon completion of the Trademark
Transfer, it is unlikely for Huicong Construction be penalized in respect of
failure to fulfill the trademark requirement under the MIIT Notice regarding
any period prior to the Trademark Transfer.

Structured Contracts involving Beijing Zhixing Ruijing

On 3 July 2015, the Group completed the acquisition of 100% of share
capital of Orange Triangle Inc. (“Orange Triangle”). It =& = ARHT AR A
7J (Beijing Orange Triangle Technology Co., Ltd.) (“Orange Beijing”), a wholly
owned subsidiary of Orange Triangle entered into certain structured contracts
(the “BZR Structured Contracts”) with Beijing Zhixing Ruijing Technology Co.,
Ltd. bR &N7T8i SR AR A R]) (“Beijing Zhixing Ruijing”) and/or its then
shareholders on 3 July 2015. On 21 February 2020, $i =24 (M) 585
HAEBNE (ABRAE) (Ruijing Huijie (Huizhou) Information Consultation
Partnership (Limited Liability)*,”Ruijing Huijie”) became a shareholder holding
60% of equity interest in Beijing Zhixing Ruijing. Ruijing Huijie is a limited
liability partnership owned by Mr. Liu Jun, the executive Director and chairman
of the Board, and Mr. Zhang Yonghong, the executive Director and chief
executive officer of the Company as to 60% and 40%, respectively. In light
of the aforesaid change, Orange Beijing, Beijing Zhixing Ruijing, Ruijing Huijie
and Mr. Liu Xiaodong entered into a new set of BZR Structured Contracts on
26 March 2020. Save as the change of the party to BZR Structured Contracts
from the previous shareholder to Ruijing Huijie, there was no material change
to the terms of the BZR Structured Contracts.

Pursuant to the BZR Structured Contracts, Orange Beijing or Orange Triangle
will provide certain technical consultation and service, including but not
limited to technical services support, intellectual property licensing, and
business and management consultation, whereas Beijing Zhixing Ruijing will
pay (a) the annual service fees RMB5 million to Orange Beijing; (b) the annual
service fees which equal 12% of its annual revenue to Orange Triangle; and
(c) the service fee equivalent to its revenue deducted by its expenses, net
operation loss and reserve fund extracted to Orange Beijing. Orange Beijing
relies on the BZR Structured Contracts to control the finance and operation of
Beijing Zhixing Ruijing so as to obtain the economic benefits and the rights to
variable returns from Beijing Zhixing Ruijing.

* English names are translated for identification purpose only.
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Please also refer to the announcements of the Company dated 17 March
2015, 8 May 2015 and 3 July 2015, respectively, and the circular of the
Company dated 4 June 2015 for further details.

For the year ended 31 December 2020, save as disclosed in this report,
there was no material change in the BZR Structured Contracts and/or the
circumstances under which they were adopted.

For the reporting period, none of the structured contracts under the BZR
Structured Contracts had been unwound as none of the restrictions that led
to the adoption of the said structured contracts had been removed.

Further, the Group entered into the BZR Structured Contracts to conduct the
restricted business in the PRC in order to comply with the abovementioned
PRC laws and regulations and to assert management control over the
operations of, and enjoy all of economic benefits of, Beijing Zhixing Ruijing
on 3 July 2015, pursuant to which the Group has the right to enjoy all the
economic benefits of Beijing Zhixing Ruijing, to exercise management control
over the operations of Beijing Zhixing Ruijing, and to prevent any leakage of
the assets and values of Beijing Zhixing Ruijing to the registered shareholders
of Beijing Zhixing Ruijing. As a result of the BZR Structured Contracts, Beijing
Zhixing Ruijing is consolidated into the accounts of the Group in accordance
with the Group’s accounting policies from 3 July 2015.

As at the date of this report, the BZR Structured Contracts include (i) the
exclusive technical services agreement, (i) the exclusive licensing agreement
on intellectual property, (iii) the exclusive right to share purchase agreement,
(iv) the voting rights proxy agreement, (v) the pledge agreement and (vi) the
management and operation agreement

The Group depends on the BZR Structured Contracts with Beijing Zhixing
Ruijing (who holds, among other things, the value-added telecommunications
business operating licence (A EZE54E L FFAFE) ("VAT Licence”), being
valid until 8 January 2025) in respect of its information service business within
the second type of value-added telecommunication services (the “Value-added
Telecommunications Businesses”).
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Information of Beijing Zhixing Ruijing

Beijing Zhixing Ruijing is a limited liability company established in the PRC on
11 September 2014 with registered capital of RMB10 million and paid up
capital of RMB10 million. As at the date of this report, the registered capital
of Beijing Zhixing Ruijing is owned as to 60% by Ruijing Huijie and 40% by
Mr. Liu Xiaodong (£/]\3R), an executive director of the Company.

Set out below is the key information of Beijing Zhixing Ruijing during the year
ended 31 December 2020:

HEWA
BEE

Revenue
Total assets

BRLLFEATHSZER
EREMTHE BN _E—NFNA+—BEFRBEKL
ZERAR  dMERBARE—FEL  HRER
BARB—TERL - NARERH - SIE2E AR
AFITES R NREAD BRI RAITH = 2 i
B AR60% K40% °

ERATHSREES
BzEE2ERET ZZDT :

—EE+ A=+ —RLF

Year ended 31 December 2020
RMB’000
F+ZHA=+—HLEE
AR¥ET T

BE-2-F%

263,496
757,019

As at the date of this report, the business of Beijing Zhixing Ruijing mainly
involves the Value-added Telecommunications Businesses, excluding
technology development; economic and trade consultancy; organisation of
cultural and art exchange activities (not including commercial performances);
and exhibition and demonstration hosting activities (the “Excluded
Businesses”).

To the best knowledge, information and belief of the Company and as
confirmed by Ruijing Huijie and Mr. Liu Xiaodong, Beijing Zhixing Ruijing has
no plan or road map to develop and operate the Excluded Businesses as at the
date of this report.

Major terms of the agreements underlying the BZR
Structured Contracts

Exclusive Technical Services Agreement

Orange Beijing entered into an exclusive technical services agreement with
Beijing Zhixing Ruijing on 3 July 2015 (the "Exclusive Technical Services
Agreement”). The Exclusive Technical Services Agreement shall remain in
force during the existence of Beijing Zhixing Ruijing upon execution, unless it is
terminated in accordance with the clauses of the agreement.
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Pursuant to the Exclusive Technical Services Agreement, Orange Beijing
is appointed by Beijing Zhixing Ruijing as its exclusive services provider to
provide technical consulting service, other related technical services and
related services agreed by both parties from time to time during the term of
the Exclusive Technical Services Agreement in accordance with its terms and
conditions.

Under the Exclusive Technical Services Agreement, Beijing Zhixing Ruijing shall
pay Orange Beijing an annual services fee of RMB5 million.

Exclusive Licensing Agreement on Intellectual Property

Orange Triangle entered into an exclusive licensing agreement on intellectual
property with Beijing Zhixing Ruijing on 3 July 2015 (the “Exclusive Licensing
Agreement on Intellectual Property”). The Exclusive Licensing Agreement
on Intellectual Property shall remain in force during the existence of Beijing
Zhixing Ruijing upon execution, unless it is terminated in accordance with the
clauses of the agreement.

Pursuant to the Exclusive Licensing Agreement on Intellectual Property,
the right of use of Orange Triangle’s network domain names, registered
trademarks, databases, software systems and other intellectual properties is
granted to Beijing Zhixing Ruijing. Such rights cannot be transferred to any
other third party.

Under the Exclusive Licensing Agreement on Intellectual Property, Beijing
Zhixing Ruijing shall pay annual service fees equivalent to 12% of its total
annual revenue to Orange Triangle. Beijing Zhixing Ruijing had also procured
Ruijing Huijie and Mr. Liu Xiaodong to provide their holding shares of Beijing
Zhixing Ruijing as a pledge to guarantee the payment of the payable service
fee to Orange Triangle or its wholly owned subsidiaries.

Exclusive Right to Share Purchase Agreement

Orange Beijing, Beijing Zhixing Ruijing, Ruijing Huijie and Mr. Liu Xiaodong
entered into an exclusive right to share purchase agreement on 26 March
2020 (the "Exclusive Right to Share Purchase Agreement”). The Exclusive
Right to Share Purchase Agreement shall remain in force during the existence
of Beijing Zhixing Ruijing upon execution, unless it is terminated in accordance
with the clauses of the agreement.
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Pursuant to the Exclusive Right to Share Purchase Agreement, Ruijing Huijie
and Mr. Liu Xiaodong jointly and individually granted Orange Beijing the
exclusive right to purchase the shares of Beijing Zhixing Ruijing in accordance
with the terms and conditions of the Exclusive Right to Share Purchase
Agreement, irrevocably and without any additional conditions. Orange Beijing
can, by its own will, decide the way to exercise the right and purchase all
or part of shares held by shareholders of Beijing Zhixing Ruijing and/or any
specified third party at the minimum price permitted by the relevant laws and
regulations of the PRC at any time, by one or more times.

Under the Exclusive Right to Share Purchase Agreement, the share
repurchase price shall be the minimum price permitted by the relevant laws
and regulations of the PRC. The paid shareholder of Beijing Zhixing Ruijing
will return the rest of the transfer price after deducting the paid-up capital
injected by them to Beijing Zhixing Ruijing.

Voting Rights Proxy Agreement

Orange Beijing, Beijing Zhixing Ruijing, Ruijing Huijie and Mr. Liu Xiaodong
entered into a voting rights proxy agreement on 26 March 2020 (the “Voting
Rights Proxy Agreement”). The Voting Rights Proxy Agreement shall remain in
force during the existence of Beijing Zhixing Ruijing upon execution, unless it is
terminated in accordance with the clauses of the agreement.

Pursuant to the Voting Rights Proxy Agreement, Orange Beijing (or its
designated parties) was granted the power to, inter alia, exercise all the rights
of Ruijing Huijie and Mr. Liu Xiaodong as the shareholders of Beijing Zhixing
Ruijing, subject to applicable laws, regulations and Beijing Zhixing Ruijing’s
articles of association. No prior consent from Ruijing Huijie and Mr. Liu
Xiaodong is required before exercising such right. Ruijing Huijie and Mr. Liu
Xiaodong shall recognise Orange Beijing’s voting result.

Pledge Agreement

Orange Beijing (as the pledgee), Beijing Zhixing Ruijing, Ruijing Huijie and Mr.
Liu Xiaodong (as the pledgers) entered into a pledge agreement on 26 March
2020 (the “Pledge Agreement”), pursuant to which each of Ruijing Huijie
and Mr. Liu Xiaodong pledged their equity interests in Beijing Zhixing Ruijing
held by them as security for Orange Beijing’s rights and interests granted by
the Exclusive Technical Services Agreement, Exclusive Right to Share Purchase
Agreement, Management and Operation Agreement, Voting Proxy Rights
Agreement and the Exclusive Licensing Agreement on Intellectual Property
(collectively, the "Master Agreements”). Orange Beijing shall have the right
to get compensation by converting the Equity interests into money and seek
preferential payments from the proceeds from the auction or sales of the said
equity interests concerned or other disposal methods as agreed by each party
in accordance with relevant laws and regulations of the PRC.
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Prior to the full discharge of the payments and obligations under the Master
Agreements, without written consent of the pledgee, Ruijing Huijie and
Mr. Liu Xiaodong shall not assign the said equity interests in Beijing Zhixing
Ruijing.

The Pledge Agreement has become effective upon the execution date. Unless
otherwise agreed by Orange Beijing in writing after the Pledge Agreement
comes into effect, upon the full and complete performance of the Company
and pledgors’ obligations under the Master Agreements as well as Orange
Beijing’s written confirmation, the pledge shall be terminated.

Management and Operation Agreement

Orange Beijing, Beijing Zhixing Ruijing, Ruijing Huijie and Mr. Liu Xiaodong
entered into a management and operation agreement on 26 March 2020
(the “Management and Operation Agreement”), which shall remain in force
during the existence of Beijing Zhixing Ruijing upon execution, unless it is
terminated in accordance with clauses of the agreement.

Under the Management and Operation Agreement, Beijing Zhixing Ruijing
will appoint Orange Beijing as its exclusive services provider to provide
complete management support, business support, technical support and
related consulting services during the term of the Management and Operation
Agreement in accordance with its terms and conditions, which may include all
necessary services within the scope of Beijing Zhixing Ruijing’s business, such
as but not limited to business consultations, marketing consultancy, technical
services, intellectual properties licenses, product research and development,
system maintenance, as well as general corporate management.

The service fee shall be payable to Orange Beijing by the Beijing Zhixing
Ruijing, where the Beijing Zhixing Ruijing shall pay to Orange Beijing such fees
equivalent to the amount of the Beijing Zhixing Ruijing’s revenue deducted
by Beijing Zhixing Ruijing’s (and its subsidiaries’) expenses (including Beijing
Zhixing Ruijing’s costs, depreciation, other expenses and payments, and
relevant tax payments incurred during the term of the Management and
Operation Agreement), net operation loss made by Beijing Zhixing Ruijing and
the reserve fund extracted by Beijing Zhixing Ruijing. The service fee shall be
calculated within three (3) months since the end of each financial year based
on the audited report prepared in accordance with the Chinese Accounting
Standards for Business Enterprises and paid within fifteen (15) days of the
issuance date of such audited report.
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Risk associated with the BZR Structured Contracts

The PRC government may determine that BZR Structured Contracts are not in
compliance with any existing or future applicable PRC laws or regulations

If the PRC government finds that the BZR Structured Contracts (which
establish the structure for operating the Value-added Telecommunications
Businesses of Beijing Zhixing Ruijing in the PRC) do not comply with applicable
PRC laws and regulations, or if these regulations or their interpretations
change in the future, Beijing Zhixing Ruijing could be subject to severe
consequences, including the nullification of the BZR Structured Contracts and
the relinquishment of the interest of Orange Beijing in the BZR Structured
Contracts.

According to the FITE Rules, foreign investors’ ultimate equity ownership in
an entity in the PRC which provides value-added telecommunications services
must not exceed 50% and a foreign investor who wishes to acquire any
equity interest in a value-added telecommunications business in the PRC must
demonstrate (i) a good track record and (ii) experience in providing value-
added telecommunications services (“Qualification Requirements”).

Beijing Zhixing Ruijing has been engaging in the development and operation
of the Value-added Telecommunication Businesses. Under the current PRC
regulatory circumstances, Orange Beijing as a wholly foreign owned enterprise
would not be able to obtain the VAT License and thus is unable to provide the
value-added telecommunications services in the PRC directly.

On 13 July 2006, the Ministry of Information Industry (f2E A RHFE/Z &
EE ), currently known as MIIT (the Ministry of Industry and Information
Technology of the PRC (F1ZE A & FHFIE T 2 401{Z B4L.3h)) issued the Circular
on Strengthening the Administration of Foreign Investment in Value-added
Telecommunications Business (B iNs& MBI R B S EBEEHEENR
40) (“MIIT Notice"”), which reiterated restrictions on foreign investment in the
telecommunications businesses. Under the MIIT Notice, a domestic company
that holds a VAT License is prohibited from leasing, transferring or selling the
license to foreign investors in any form, and from providing any assistance,
including providing resources, sites or facilities, to foreign investors to provide
ICP services illegally in the PRC. Due to a lack of interpretative materials from
the authorities, it cannot be assured that the MIIT will not consider the BZR
Structured Contracts as a kind of foreign investment in telecommunication
services, in which case Beijing Zhixing Ruijing and Orange Beijing may be
found in violation of the MIIT Notice.
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In addition, several articles published by some news agencies reported
discussions that a recent PRC Supreme Court decision and two VIE structure-
related arbitration decisions in Shanghai had cast doubt on the validity of
the VIE structure. According to these articles, the PRC Supreme Court ruled
in late 2012 that an entrustment agreement entered into by and between
a Hong Kong company and a PRC domestic entity, which was purported to
enable such Hong Kong company to make an equity investment in a PRC
bank through the proxy PRC domestic entity, was void on the grounds that
this agreement established an entrustment relationship meant to circumvent
the PRC laws and regulations that prohibit foreign investment in PRC financial
institutions and as such, constituted an act of concealing illegal intentions
with a legitimate form. These articles argued that a contractual arrangement
in a VIE structure and the entrustment agreement in the cited case, which
were similar to the BZR Structured Contracts, were also designed to “get
around” the regulatory restrictions on foreign investment in certain industries.
As such, the articles noted that this Supreme Court decision might increase
the uncertainties relating to the PRC government'’s view on the validity of the
VIE structure. These articles also reported, without providing sufficient details,
on two arbitration decisions by the then Shanghai CIETAC which invalidated
the contractual arrangement used in a VIE structure in 2010 and 2011.

The PRC legal advisor is of the opinion that, based on their understanding
and the numerous precedents of PRC domestic internet content providers
controlled by overseas companies through contractual arrangements that
are similar to the BZR Structured Contracts, the BZR Structured Contracts do
not result in a violation of PRC laws, or would not be deemed as “concealing
illegal intentions with lawful forms” (as a matter concerning Article 52 of the
PRC Contract Law). The BZR Structured Contracts are enforceable, valid and
legally binding in accordance with their terms and provisions (except for part
of the arbitration clauses contained therein setting forth that the arbitration
tribunal may issue injunction or winding-up orders and the Courts of Hong
Kong and the Cayman Islands have the jurisdiction to grant interim remedies
in support of the arbitration pending formation of the arbitration tribunal).

53

SN - BB TIEZHXE - BEFEES
ARZEFSIEZRE AR EEMBAEA EEEnE
BEEZPER S RER T S S EE RREEZE
MIEZ 55 - RIBZENE - PRGBS ARERR
T —HFREHTH-HEERARE—MPEABER
ZERI 2 Bt (ZBHEE EEEREERRE
BT EIRAERAIEN AP ERITEL AR
B)RER  RARZMHELREREZEE /MR
BRI EIRET RS REE CRBEIAREAR - At
BRAGRENARRIBEEE 21TH - ZEXERR
AESRREREB ZANTH R DR (8
ERAMITHSEBESNEL) - TAMRE KIS
BREBTITEZGBERHMEE - At - ZEXERE
H s A RIERT 2R 7E A 8218 A0 AP B 4 7] & S
HERBEBZAERMZBR 2 THEN - ZEXETN
WEEMEZ LIBEDGMEZMIBMERE - R-F—
ZER-_F-—FRE (AN SR EEAENE
ZARRHHER B ER R SIS -

HEDERERRR - SHERURE2E S BAR
ERATHFEBEAR N ZEOREEZIBIMNA TR
ZHERNBEBBARREEE 2ZREN - dLRA
THSEBEAOLEERPEER A TSFHR
RPBEARZAES2EME [ AR AT A B EIDER
B o b RATTH SRS OREEGER R GER
MRRHIETT - BEARALBERORN(EEBIES
W2 BB RGP R B R B A PSR RS
RNPEEAKA - BERFERBEERAEER
REHL T BRI ROB LA B (R ELBIRR SN -

EREMBERAT 2020 Fi



54

Management’s Discussion and Analysis
BEEREN WM

However, according to the PRC legal advisor, it cannot be assured that the
PRC government or judicial authorities would agree that the BZR Structured
Contracts comply with current PRC laws or regulations, would not strictly
enforce current PRC laws regulating the provision of internet content, or
would not adopt new laws or policies in the future. If the PRC government or
judicial authorities determine that the BZR Structured Contracts do not comply
with applicable laws and regulations, such contracts would be deemed void
and the PRC government or judicial authorities could have broad discretion in
dealing with such incompliance, including:

(i) requiring the nullification of the BZR Structured Contracts;

(i) levying fines and/or confiscating the proceeds generated from the
operations under the BZR Structured Contracts;

(i) revoking of the business licenses or operating licenses of Beijing Zhixing
Ruijing;

(iv) discontinuing or placing restrictions or onerous conditions on the
business operations of Beijing Zhixing Ruijing; and

(v)  taking other regulatory or enforcement actions that could be harmful to
or even shut down the business of Beijing Zhixing Ruijing and/or Orange
Beijing.

In addition, where the Group loses the right to direct the activities of Beijing
Zhixing Ruijing as a result of these consequences, the Group would no longer
be able to consolidate the financial results of Beijing Zhixing Ruijing.

Orange Beijing relies on BZR Structured Contracts to control and obtain the
economic benefits from Beijing Zhixing Ruijing, which may not be as effective
in providing operational control as direct ownership

Due to the PRC’s legal restrictions on foreign investment in the value-added
telecommunications services, Orange Beijing controls, through the BZR
Structured Contracts rather than equity ownership, Beijing Zhixing Ruijing, the
operating entity in the PRC and the holder-to-be of the key licenses required
to operate the value-added telecommunications services in the PRC. However,
the BZR Structured Contracts still may not be as effective as equity ownership
in exercising control over Beijing Zhixing Ruijing. For example, Beijing Zhixing
Ruijing and its shareholders could breach or fail to perform their obligations
under the BZR Structured Contracts. If Orange Beijing had direct ownership of
Beijing Zhixing Ruijing, Orange Beijing would be able to exercise its rights as
a shareholder to effect changes in its board of directors, which in turn could
effect changes, subject to any applicable fiduciary obligations, at management
and operational level. Under the BZR Structured Contracts, Orange Beijing
would need to rely on its rights under the BZR Structured Contracts to effect
such changes, or designate new shareholders for Beijing Zhixing Ruijing.
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If Beijing Zhixing Ruijing or its shareholders breach their obligations under
the BZR Structured Contracts or if Orange Beijing loses the effective control
over Beijing Zhixing Ruijing for any reason, Orange Beijing would need to
bring a claim against them under the terms of the BZR Structured Contracts.
The BZR Structured Contracts are governed by PRC law and provide that any
dispute which arises will be submitted to the CIETAC, for arbitration, the
ruling of which will be final and binding. Furthermore, personal liabilities of
the shareholders of Beijing Zhixing Ruijing may also cause the equity interest
they hold in Beijing Zhixing Ruijing to be subject to court preservation actions
or enforcement. The legal framework and system in the PRC particularly
that relates to the arbitration proceedings is not as developed as in other
jurisdictions such as Hong Kong. As a result, significant uncertainties relating
to the enforcement of legal rights through arbitration, litigation and other
legal proceedings remain in the PRC, which could limit Orange Beijing’s ability
to enforce the BZR Structured Contracts and exert effective control over
Beijing Zhixing Ruijing. If Beijing Zhixing Ruijing or any of its shareholders fails
to perform its respective obligations under the BZR Structured Contracts, and
Orange Beijing is unable to enforce the BZR Structured Contracts, or suffers
significant delays or other obstacles in the process of enforcing the BZR
Structured Contracts, the business and operations of Orange Beijing could
be severely disrupted, which could materially and adversely affect operation
results. As a result, the Company’s investment in Orange Beijing could also be
materially and adversely affected.

Remedies of BZR Structured Contracts may not be obtained effectively under
PRC laws

The BZR Structured Contracts provide for dispute resolution by way of
arbitration in accordance with the arbitration rules of the CIETAC in the
PRC. The BZR Structured Contracts contain provisions to the effect that the
arbitration tribunal may award remedies when Beijing Zhixing Ruijing breaches
the BZR Structured Contracts. In addition, the BZR Structured Contracts
contain provisions to the effect that the courts in Hong Kong and the Cayman
Islands are empowered to grant interim remedies in support of the arbitration
pending the formation of an arbitral tribunal.

However, the abovementioned provisions contained in the BZR Structured
Contracts may not be enforced effectively. Under PRC laws, an arbitration
tribunal does not have the power to grant any injunctive relief or provisional
or final liquidation order to preserve the assets of or any equity interest in
Beijing Zhixing Ruijing in case of disputes, and the courts in Hong Kong and
the Cayman Islands may not be empowered to grant interim remedies in
support of the arbitration pending the formation of an arbitral tribunal under
PRC laws. As a result, the provisions may not effectively protect Orange
Beijing, notwithstanding the relevant contractual provisions contained in the
BZR Structured Contracts.
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Therefore, in the event that Beijing Zhixing Ruijing breaches any of the BZR
Structured Contracts, Orange Beijing may not be able to obtain sufficient
remedies in a timely manner, and its ability to exert effective control over
Beijing Zhixing Ruijing and conduct its business could be materially and
adversely affected and the financial performance of Orange Beijing could be
materially and adversely affected. As a result, the Company’s investment in
Orange Beijing could also be materially and adversely affected.

The shareholders of Beijing Zhixing Ruijing may potentially have a conflict of
interests with the Group

The Group's control over Beijing Zhixing Ruijing is based on the contractual
arrangement under the BZR Structured Contracts. Hence, conflict of interests
of the shareholders of Beijing Zhixing Ruijing will adversely affect the
interests of the Company. Pursuant to the Voting Rights Proxy Agreement,
the shareholders of Beijing Zhixing Ruijing have irrevocably authorised
Orange Beijing (or its designee) as their proxy to exercise all the rights of the
shareholders of Beijing Zhixing Ruijing and such authorisation shall not be
altered unless otherwise instructed by Beijing Zhixing Ruijing. Therefore, it is
unlikely that there will be potential conflict of interests between the Company
and the shareholders of Beijing Zhixing Ruijing. However, in the unlikely event
that conflict of interests arises and cannot be resolved, the Company will
consider removing and replacing the shareholders of Beijing Zhixing Ruijing.

The contractual arrangements may be subject to scrutiny of the PRC tax
authorities and transfer pricing adjustments and additional tax may be
imposed

The Group could face material adverse tax consequences if the PRC tax
authorities determine that the arrangements under the BZR Structured
Contracts was not entered into based on arm’s length negotiations. If the
PRC tax authorities determine that these agreements were not entered into
on an arm'’s length basis, they may adjust our income and expenses for PRC
tax purposes in the form of a transfer pricing adjustment. A transfer pricing
adjustment could adversely affect the Group’s financial position by increasing
the relevant tax liability without reducing the tax liabilities of Beijing Zhixing
Ruijing, and this could further result in late payment fees and other penalties
to Beijing Zhixing Ruijing for under-paid taxes. As a result, any transfer pricing
adjustment could have a material adverse effect on the Group’s financial
position and results of operations.
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The Company does not have any insurance which covers the risks relating to
the BZR Structured Contracts and the transactions contemplated thereunder
The insurance of the Group does not cover the risks relating to the BZR
Structured Contracts and the transactions contemplated thereunder and the
Company has no intention to purchase any new insurance in this regard. If
any risk arises from the BZR Structured Contracts in the future, such as those
affecting the enforceability of the BZR Structured Contracts and the relevant
agreements for the transactions contemplated thereunder and the operation
of Beijing Zhixing Ruijing, the results of the Group may be adversely affected.
However, the Group has been monitoring the relevant legal and operational
environment from time to time to comply with the applicable laws and
regulations. In addition, the Group has been implementing relevant internal
control measures to reduce the operational risk.

Actions taken to mitigate the risks associated with the BZR
Structured Contracts

The BZR Structured Contracts contain certain provisions in order to exercise
effective control over and to safeguard the assets of Beijing Zhixing Ruijing,
including but not limited to that, without the prior written consent of Orange
Beijing, the shareholders of Beijing Zhixing Ruijing shall not at any time
dispose, transfer, pledge, sell or create any charges over the assets, business,
revenue or any beneficial interests of Beijing Zhixing Ruijing, Beijing Zhixing
Ruijing shall conduct its business in its ordinary and usual course to preserve
the asset value of Beijing Zhixing Ruijing and shall not engage in any act (or
lack thereof) which may have any adverse effect on the business, operations
and asset value of Beijing Zhixing Ruijing, and etc.

In addition to the abovementioned internal control measures as provided
in the BZR Structured Contracts, the Company has implemented, through
Orange Beijing, additional internal control measures against Beijing Zhixing
Ruijing as appropriate, having regard to the internal control measures adopted
by the Group from time to time, which may include (without limitation):

(i) Beijing Zhixing Ruijing to make available monthly management accounts
and submit key operating data after each month end and provide
explanations on any material fluctuations to Orange Beijing;

(i) Beijing Zhixing Ruijing to assist and facilitate Orange Beijing to conduct
quarterly on-site internal audit on Beijing Zhixing Ruijing; and

(iii) if required, legal advisers and, or other professionals will be retained to
deal with specific issues arising from the BZR Structured Contracts and
to ensure that the operation of Beijing Zhixing Ruijing will comply with
applicable laws and regulations.

Further information regarding risks associated with the Contractual
Arrangements and the BZR Structured Contracts are also set out in the
Transfer of Listing Announcement and the announcement of the Company
dated 8 May 2015 respectively.
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Structured Contracts involving Hangzhou Saidian
Technology

On 8 January 2016, the Group had acquired entire issued share capital of
ZhongFu Holdings Limited from its then shareholders pursuant to a sale and
purchase agreement dated 18 December 2015 and entered into between,
among others, the Company and its then shareholders. For details, please
refer to the announcements of the Company dated 18 December 2015 and 8
January 2016.

The results and financial position of ZhongFu Holdings Limited have been
included in the consolidated financial statements of the Group from 8 January
2016.

On 5 January 2016, Hangzhou Saidian Information Technology Company
Limited* #/iZEZ BRI AR A7 (“Hangzhou Saidian Information”)
("IN ZE{Z B "), a wholly owned subsidiary of ZhongFu Holdings Limited,
entered into a series of structured contracts, including Exclusive Right to
Purchase Agreement, Authorisation Agreement, Management and Operations
Agreement and Pledge Agreement with the then shareholders of Hangzhou
Saidian Technology Company Limited #i/NEZEHEHR A F] (“Hangzhou
Saidian Technology”).

In April 2020, Z&# (FM) EEFEAEREE (ARAR) (Saidian (Huizhou)
Information Consultation Partnership (Limited Liability)*, “Saidian Huizhou")
became a shareholder holding 60% equity interest in Hangzhou Saidian
Technology. Saidian Huizhou is a limited liability partnership owned by Mr.
Liu Jun, the executive Director and chairman of the Board, and Mr. Zhang
Yonghong, the executive Director and chief executive officer of the Company
as to 60% and 40%, respectively. In light of the aforesaid change, Hangzhou
Saidian Information, Chen Xuejun and Saidian Huizhou entered into a new set
of structured contracts (the “ZhongFu Structured Contracts”) in April 2020.
Save as the change of the party to ZhongFu Structured Contracts from the
previous shareholder to Saidian Huizhou, there was no material change to the
terms of the ZhongFu Structured Contracts.

As at the date of this report, the registered capital of Hangzhou Saidian
Technology is owned as to 60% by Saidian Huizhou and 40% by Mr. Chen
Xunjun (FREZE).

The shareholders of Hangzhou Saidian Technology unconditionally and
irrevocably authorise any individual designated by the Group to represent
them in exercising all their rights as shareholders of Hangzhou Saidian
Technology including without limitation, to transfer all their equity interests,
to determine the consideration for such transfer, to complete all relevant
procedures regarding such transfer, to attend general meetings and
exercise voting rights, to execute all such relevant documents, agreements
and resolutions. In addition, if Hangzhou Saidian Technology declares any
dividend, bonus or adopts any proposal for distribution of profits, such
dividends, bonus or economic benefits of all such proposal for distribution
shall be delivered to the Group.

English names are translated for identification purpose only.
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In accordance with the ZhongFu Structured Contracts, the Group has acquired
the control over Hangzhou Saidian Technology as the Group has existing
rights that give it the current ability to direct the relevant activities (i.e. the
activities that significantly affect the Hangzhou Saidian Technology’s variable
returns). The Group is also entitled to substantially all of the operating profits
and residual interest generated by Hangzhou Saidian Technology. Hangzhou
Saidian Technology in turn held 80.38% of the equity interest of Zheliang
ZhongFu Internet Technology Company Limited #7TFRARAE R AR A
a) (“Zhejiang Zhongfu”). Consequently, Zhejiang Zhongfu has become a
subsidiary of the Group with effect from 8 January 2016.

Information of ZhongFu Holdings Limited and its
subsidiaries (collectively, “Zhongfu Group”)

ZhongFu Holdings Limited is an investment holding company incorporated
in the BVI on 28 August 2015 with limited liability and issued capital of
US$50,000. As at the date of this report, ZhongFu Holdings Limited is a
wholly-owned subsidiary of the Company.

ZhongFu Holdings Limited held the entire issued share capital in SaiDian HK
Limited (“SaiDian HK"), an investment holding company incorporated in
Hong Kong on 15 September 2015 with limited liability and issued capital of
HK$10,000, which in turn held the entire equity interest in Hangzhou Saidian
Information, a company incorporated under the laws of the PRC.

Hangzhou Saidian Technology is a limited company established in the PRC on
8 December 2009 with paid up capital of RMB5,250,000 and is an investment
holding company. It held 80.38% equity interest of Zhejiang Zhongfu.

Set out below is the key financial information of Zhejiang Zhongfu during the
year ended 31 December 2020:

HEWBA
HEE

Revenue
Total assets

59

REFREBILESLH  BAEERARKETGEH
FB(AERTENNBRBBATZ MR 2 %75) 28
FEREMES - AEBEISEIN BRI - A
SEMEREZEMMBRMREE 2 @ADL E4
PR T s o TUNBRR RS BMT P REARR
BRAT (I H AR 1)80.38% < B = F It - #1/T
HIRE - RFE-ANBRKAREEZHEL
Al e

BRTRERERATAREMEAT Z2ER
(el P ARsEME )
FRRERARAR AR T —RAFEN\AZ-+/\BAESR
BRI RERRERAR - BETE
AA50,000%E 7T « RAHRE B - dhRIEBRARA
RAIAARRZ 2 AWBERAF -

fARIE AR B BR A RI#E A SaiDian HK Limited ([SaiDian
HK ) 2 #2277 - SaiDian HKAR —Z—HF N,
A+HABEEBEMALMIEEZERERAR - B3
TEARB10,0008 T - ZARFEMMEBER{FZES
EPARAE o UNEEE B AREFEAEEMKIZA
aj °

MNBHEREA—BR-_ZTNEF+-ANBRF
BIp 2 BRAT - 82 &E AR A ARYS250,000
TL 0 BREERBRAR o MUNBEIRERE AR
80.38% % # ©

TREFPHTIFRRNEBEE T _TF+_A=+—8H
LEFEZTE2MBHEER

Year ended

31 December
2020
BE-ZT-FF
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MAJOR TERMS OF THE ZHONGFU STRUCTURED
CONTRACTS

Exclusive Right to Purchase Agreement

Hangzhou Saidian Information, Hangzhou Saidian Technology, Chen
Xuejun and Saidian Huizhou enter into an exclusive right to purchase
agreement (the “Exclusive Right to Purchase Agreement”), under which
Saidian Huizhou and Chen Xuejun irrevocably granted Hangzhou Saidian
Information the exclusive right to purchase the shares of Hangzhou
Saidian Technology at the minimum price permitted by the relevant
laws and regulations of PRC at any time, by one or more times. Saidian
Huizhou and Chen Xuejun may not transfer their shares in Hangzhou
Saidian Technology without written consent from Hangzhou Saidian
Information.

The exclusive purchase right may be exercised by Hangzhou Saidian
Information by written notice to Saidian Huizhou and Chen Xuejun.
Hangzhou Saidian Technology and Saidian Huizhou and Chen Xuejun
shall provide all necessary information and documents for the share
registration. In the situation that more than one shareholder holding
the shares, Saidian Huizhou and Chen Xuejun and Hangzhou Saidian
Technology shall procure any remaining shareholders of Hangzhou
Saidian Technology, if any to agree to transfer the shares to Hangzhou
Saidian Information and/or its designated parties in written statement,
indicating their waiver of pre-emptive rights. In the event of transfer of
shares, Hangzhou Saidian Technology shall procure the shareholders to
sign a share purchase agreement with Hangzhou Saidian Information
and/or designated parties upon the receipt of exercise notice. To ensure
the performance of this agreement, a Pledge Agreement (as hereinafter
defined) will be signed.

The price would be the minimum price permitted by the relevant laws
and regulations of PRC. The paid shareholder will return the rest of the
transfer price after deducting the paid-up capital by them to Hangzhou
Saidian Technology. Any taxes, charges and fees shall be borne by the
parties pursuant to relevant laws and regulations of the PRC.

The Exclusive Right to Purchase Agreement shall be effective upon
execution and as long as Hangzhou Saidian Technology subsists. The
parties agree that the Exclusive Right to Purchase Agreement can be
terminated by Hangzhou Saidian Information by giving 30 days’ written
notice.
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Authorisation Agreement

Hangzhou Saidian Information, Hangzhou Saidian Technology, Chen
Xuejun and Saidian Huizhou entered into an authorisation agreement
(" Authorisation Agreement”). Pursuant to the Authorisation Agreement,
Hangzhou Saidian Information (or its designated parties who must
be one of the Director and a PRC citizen, and must not be Saidian
Huizhou and Chen Xuejun or their connected person(s) (the “Designated
Party(ies)”)) will have the power to, inter alia, exercise all shareholder’s
rights granted by applicable laws, regulations and Hangzhou Saidian
Technology’s articles of association, including but not limited to
convening shareholders meeting, voting and signing resolutions at
shareholders meeting, filing documents to company registration
authorities, designating and appointing directors and supervisors,
transferring or disposing off equity of Hangzhou Saidian Technology,
participating in Hangzhou Saidian Technology’s major decisions, and
choosing management for Hangzhou Saidian Technology.

No prior consent from Saidian Huizhou and Chen Xuejun is required
before Hangzhou Saidian Information (or its Designated Parties) exercise
its voting rights. Saidian Huizhou and Chen Xuejun shall recognize
Hangzhou Saidian Information’s voting result.

The Authorisation Agreement shall be effective upon execution and
as long as Hangzhou Saidian Technology’s shareholders remain to be
Hangzhou Saidian Technology's shareholders. The parties agree that
the Authorisation Agreement can be terminated by Hangzhou Saidian
Information each by giving 30 days’ written notice.

Management and Operations Agreement

Hangzhou Saidian Information, Hangzhou Saidian Technology, Chen
Xuejun and Saidian Huizhou entered into a management and operation
agreement (the “Management and Operation Agreement”), which has
been renewed in 2019.

Pursuant to the Management and Operations Agreement, Hangzhou
Saidian Technology will appoint Hangzhou Saidian Information as its
exclusive services provider of management and operations services. Such
services include all necessary services within the scope of Hangzhou
Saidian Technology’s business, such as but not limited to business
consultations, marketing consultancy, technical services, intellectual
properties licenses, product research and development, system
maintenance, as well as general corporate management.
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Saidian Huizhou, Chen Xuejun and Hangzhou Saidian Technology shall
procure the resignation of directors and supervisors whose appointment
Hangzhou Saidian Information does not agree to. Those directors and
supervisors shall be replaced by personnel appointed by Hangzhou
Saidian Information.

Hangzhou Saidian Technology shall pay Hangzhou Saidian Information
such service fees equivalent to the amount of the Hangzhou Saidian
Technology's revenue deducted by Hangzhou Saidian Technology’s (and
its subsidiaries’) expenses (including Hangzhou Saidian Technology’s
costs, depreciation, other expenses and payments, and relevant tax
payments incurred during the term of the Management and Operations
Agreement), loss covered by Hangzhou Saidian Technology and the
relevant reserve fund extracted by Hangzhou Saidian Technology. The
service fee shall be calculated within three months since the end of each
financial year based on the audited report prepared in accordance with
the PRC Accounting Standards for Business Enterprises and paid within
15 days of the issuance date of such audited report.

The Management and Operations Agreement shall be effective
upon execution for three years, and upon expiry, Hangzhou Saidian
Information has a sole discretionary right to renew the Management and
Operations Agreement for another three years, subject to the applicable
law, regulations and rules at that time (including the Listing Rules). The
parties agree that the Management and Operations Agreement can be
terminated by Hangzhou Saidian Information by giving 30 days’ written
notice.
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Pledge Agreement

Hangzhou Saidian Information, Hangzhou Saidian Technology, Chen
Xuejun and Saidian Huizhou entered into a pledge agreement (the
"Pledge Agreement”).

According to the Pledge Agreement, Saidian Huizhou, Chen Xuejun
will pledge to Hangzhou Saidian Information their equity interests in
Hangzhou Saidian Technology (the “Pledged Interests”, being the
entire equity interests in Hangzhou Saidian Technology) as security for
Hangzhou Saidian Information’s rights and interests granted by the
Exclusive Right to Purchase Agreement, the Authorisation Agreement
and the Management and Operations Agreement (the “Master
Agreements”) (including any payment (including legal expense), expense,
loss, interests, liquidated damages, compensation, costs for realization
of loans, costs and losses for specific performance of Hangzhou Saidian
Technology, and the liabilities incurred as results of the termination,
recession, whole or partial invalidation of the Master Agreements).
Hangzhou Saidian Information shall have the right to compensation
by converting the Pledged Interests into money and seek preferential
payments from the proceeds from the auction or sales of the Pledged
Interests concerned or other disposal methods as agreed by each party
in accordance with relevant laws and regulations of the PRC. The Pledge
Agreement shall become effective upon the execution date.

Prior to the full discharge of the payments and obligations under the
Master Agreements, without written consent of the Hangzhou Saidian
Information, Saidian Huizhou and Chen Xuejun shall not assign any of
the Pledged Interests.

Unless otherwise agreed by Hangzhou Saidian Information in writing,
upon the full and complete performance of Hangzhou Saidian
Technology and Saidian Huizhou and Chen Xuejun under the Master
Agreements as well as Hangzhou Saidian Information’s written
confirmation, the Pledge Agreement shall be terminated. Costs
reasonably incurred thereof shall be borne by Saidian Huizhou and Chen
Xuejun.

In the event where Hangzhou Saidian Technology or Saidian Huizhou
and Chen Xuejun failed to fully discharge their obligations under the
Master Agreements, Hangzhou Saidian Information shall continuously
enjoy the pledge until the above-mentioned obligations being fulfilled in
a manner to its satisfaction.
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The Company will unwind the ZhongFu Structured Contracts and
directly hold the equity interests of Hangzhou Saidian Technology when
the relevant restrictions no longer exist. The current legal or regulatory
restrictions in exercising the purchase right under the Exclusive Right
to Purchase Agreement is stipulated in the FITE Rules. Furthermore,
even if the foreign ownership restriction is relaxed, the transfer of the
equity interests in Hangzhou Saidian Technology from the shareholders
of Hangzhou Saidian Technology to the Group may still be subject to
substantial costs.
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SIGNIFICANT EVENT(S)

Huijia Performance Target for the year 2019

According to the audited consolidated financial statement of 4t RE =T AKX
1L EEHBR /AT (Beijing Huijia Yuantian Cultural Media Company Limited*,
“Beijing Huijia"”) for the year ended 31 December 2019 dated 27 March
2020, the audited consolidated distributable profit attributable to equity
holders of Beijing Huijia for the year ended 31 December 2019 is less than
RMB23,660,000, being the minimum level of the performance target for the
year ended 31 December 2019 set under the subscription agreement dated 5
January 2018 (the “Subscription Agreement”) entered into between Mu Hao
Holdings Limited, Hong Rui Technology Holdings Limited, Chance Technology
Co. Ltd and Vanguard Technology Holdings Limited (together, the “Huijia
Vendors”) and the Company. Pursuant to the Subscription Agreement, no
shares of the Company (the “Shares”) were released to Huijia Vendors, and
the Company bought back (the “Huijia Buy-back”) the 10,909,091 Shares on
20 July 2020 at a total consideration of HK$1.00, all of which were cancelled
on 23 July 2020.

For further details, please refer to the announcements of the Company dated
13 January 2017, 3 February 2017, 5 January 2018 and 27 March 2020.

Placing of new shares under general mandate

On 29 April 2020, the Company entered into a placing agreement (the
"Placing Agreement”) with Hao Tian International Securities Limited (the
“Placing Agent”) pursuant to which the Company conditionally agreed to
place, through the Placing Agent on a best effort basis, an aggregate of up
to 200,000,000 ordinary shares of the Company (the “Placing Shares”) with
a total nominal value of HK$20,000,000 to placees who and whose ultimate
beneficial owners are third parties independent of the Company and its
connected persons (the “Placing”). The Placing Shares were allotted and issued
pursuant to the general mandate granted to the Directors by resolution of the
shareholders of the Company at the annual general meeting of the Company
held on 24 May 2019. The Directors are of the view that the Placing will
expand the Company’s shareholders and capital base, and optimise the capital
structure, which is conducive for lowering its indebtedness and reducing its
financial burden.

The Placing was completed on 20 May 2020. An aggregate of 200,000,000
Placing Shares have been successfully placed by the Placing Agent to two
Placees, namely Ideal South Limited and Fortune Value Investment Holdings
Limited (the “Placees”), at the placing price of HK$1.20 per Placing Share (the
“Placing Price”).

* English names are translated for identification purpose only.
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To the best of the Directors’ knowledge, information and belief having made
all reasonable enquiries, the Placees and their respective ultimate beneficial
owners are third parties independent of and not connected with the Company
and its connected persons. None of the Placees have become a substantial
shareholder of the Company immediately upon the completion of the Placing.

The 200,000,000 Placing Shares represents approximately 15.14% of the
issued share capital of the Company as at the date of completion of the
Placing.

The Placing Price of HK$1.20 represents (i) a discount of approximately 9.09%
to the closing price of HK$1.32 per Share as quoted on The Stock Exchange of
Hong Kong Limited on the date of the Placing Agreement; and (ii) a discount
of approximately 7.41% to the average closing price of HK$1.296 per Share
for the last five consecutive trading days immediately prior to the date of the
Placing Agreement.

Use of Proceeds

The gross proceeds from the Placing was approximately HK$240,000,000.
The net proceeds from the Placing, after deduction of the commission
for the Placing and other related expenses, amounted to approximately
HK$238,500,000.

The maximum net price raised per Share upon the completion of the Placing
was approximately HK$1.1925 per Share.

Set out below is the details of the use of proceeds from the Placing during the
year ended 31 December 2020:

FEREFERERE

Intended use of net proceeds

Repayment of part of the current debt BEAEELHRITES

BEEFL AR ERRMRMN - 2BERHEE @ &
RARESBZREERES ARBINAABRE
FEAL BRREMEMEZE =T - BEARAKE
ZEERLE R TRRRBERARNEIERRE -

#%5200,000,000% fic. & A% 17 #H & 7 AL & = TE A H
B2 RN EE BEITHRANK915.14% ©

FREE1. 208 B (VRO ELE Bk B IS BHA
RGABRATFMRZWTEGR 2B THIELD
9.09% : R(>NRMNNEHERLE ek A HIAT & & A EE
BER 5 H T EFT 2968 TTITELT7.41% °

FrSRERA®

fic & = TH AT 1S SIA 4R EE4Y £240,000,0007 7T © 4830
KEEEEMe REAMABRY - BESEMSRE
SREAX) 238,500,000 7T

EFETKE BRAAEEZSZaEFHEOAER
1.192587C ©

TREJIBE_T-_TFT A=t HILFEZR
BERIBMSRIARSEFS

Proceeds utilized
during the

year ended

31 December
2020
BE-Z-2F
+=A=+—HL
(SR L] FEEHBHA
BEEESL S RIE

Percentage
of total net
proceeds

of the Group 80% 190,800,000
The Group's research and development and REERERAR

general working capital —MEEEE 20% 47,700,000
Total BEt 100% 238,500,000

For further details, please refer to the announcements of the Company dated
9 April 2020 and 20 May 2020.
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Adjustment to the Conversion Price and Early Final
Redemption of Convertible Bonds

On 3 December 2018, the Company issued HK$100,000,000 2.85% plus
HIBOR guaranteed and secured convertible bonds due 2020 (the “Convertible
Bonds”) and, as a result of the Placing, the relevant conversion price under the
Convertible Bonds was adjusted from HK$4.50 to approximately HK$4.445
with effect from 20 May 2020 and the aggregate outstanding principal
amount was convertible into 22,499,122 Shares (the “Conversion Shares”).
The Company made an early final redemption of the Convertible Bonds in full
during the year ended 31 December 2020. No Conversion Share was issued
before the said early final redemption of the Convertible Bonds.

For further details, please refer to the announcements of the Company dated
16 November 2018, 4 December 2018, 31 December 2019, 29 April 2020, 20
May 2020, and 23 October 2020.

Early Final Redemption of Guaranteed and Secured Notes
On 3 December 2018, the Company issued HK$350,000,000 2.85% plus
HIBOR guaranteed and secured notes due 2020 (the “Notes”). The Company
made early redemptions of the Notes in full during the year ended 31
December 2020.

For further details, please refer to the announcements of the Company dated
16 November 2018, 4 December 2018, 31 August 2020 and 23 October
2020.

Change of Chief Financial Officer

Mr. Lee Wee Ong (“Mr. Lee”) resigned as the chief financial officer of the
Company for other personal commitments with effect from 31 May 2020 but
remained at service to the Company as senior consultant.

Following Mr. Lee's resignation, Ms. Zhao Hong has been appointed as the
chief financial officer of the Company with effect from 31 May 2020.

For further details, please refer to the announcement of the Company dated
4 May 2020.
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Change of Non-executive Director and Members of the
Audit Committee

Mr. Li Jianguang resigned as a non-executive Director and a member of the
audit committee of the Company (the “Audit Committee”), with effect from
1 July 2020 due to other businesses and personal commitments.

Following his resignation, with effect from 1 July 2020,
(i) Mr. Lin Dewei was appointed as a non-executive Director; and

(i) Mr. Guo Fansheng, an existing non-executive Director, was appointed as
a member of the Audit Committee.

For further details, please refer to the announcement of the Company dated
19 June 2020.

Discloseable Transaction in Relation to the Disposal of 55%
of Equity Interest in JDSJ Group

On 27 August 2020, It RER G HHE ERMABR AT (Beijing Huicong
Internet Information Technology Co., Ltd) (“Beijing Huicong”), a wholly-
owned subsidiary of the Company, entered into an equity transfer agreement
with BREKBE AR A F] (Guangdong Linggiu Commercial Trading
Co., Ltd.), Mr. Yu Zhiguo (JaEd) and ER X B A EFHEERAF
(Guangdong Home Electronic Appliances World E-Commerce Co., Ltd.)
("JDSJ Group”) and FrRIRFEMEM A BB (FR&F) Xinyu Congying
Internet Technology Partnership (Limited Partnership)), pursuant to which
Beijing Huicong agreed to transfer: (i) 30% of the equity interest in JDSJ
Group to EREHEEZE AR A7) (Guangdong Linggiu Commercial Trading
Co., Ltd.) at RMB45,000,000; and (ii) 25% of the equity interest in JDSJ
Group to FTARIEZFAMERIREBEE (BRE) (Xinyu Congying Internet
Technology Partnership (Limited Partnership)), at RMB22,500,000. Upon
completion, Beijing Huicong owned 20% of the equity interest in JDSJ Group,
JDSJ Group together with its subsidiaries had ceased to be the subsidiaries of
the Company. The said transfers constituted a discloseable transaction of the
Company under the Listing Rules.

For further details, please refer to the announcement of the Company dated
27 August 2020.
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Discloseable Transaction Disposal of 60% of Equity Interest
in Huicong Tianjin Group
On 23 November 2020, Beijing Huicong, a wholly-owned subsidiary of the
Company, entered into an equity transfer agreement with B3R 2BV %S 1R
BFR/A7] (Guangdong Fengming Property Management Co., Ltd.) and ZJ&
(K#E) EFEBEEREERZA A (Huicong (Tianjin) E-commerce Investment
Co., Ltd.) (“Huicong Tianjin Group”), pursuant to which Beijing Huicong
agreed to transfer 60% of the equity interest in Huicong Tianjin Group to &
WY EEIE AR AR (Guangdong Fengming Property Management Co.,
Ltd.) at a consideration of RMB16,000,000. Upon completion, Beijing Huicong
no longer held any equity interest in Huicong Tianjin Group and Huicong
Tianjin Group ceased to be a subsidiary of the Company. The said disposal
constituted a discloseable transaction of the Company under the Listing Rules.

For further details, please refer to the announcement of the Company dated
23 November 2020.

Discloseable Transaction Share Subscription Agreement
Deemed Disposal of Equity Interest in Panpass Information
On 1 December 2020, PanPass Information, an indirect non-wholly owned
subsidiary of the Company, and It REEREEEH L (BRAEE) (Beijing
Xingshi Investment Management Center (Limited Partnership)), Mr. Shi
Zhenyi (F¥&3%) and Ms. Sun Dongxia (FREX &) (the “Investors”) entered into
a share subscription agreement, pursuant to which, among other things,
PanPass Information agreed to issue and the Investors agreed to subscribe
for 14,145,000 new ordinary shares of PanPass Information, representing
20% of the enlarged issued ordinary shares of PanPass Information, at an
aggregate capital contribution of RMB87,416,100 in cash (equivalent to
approximately RMB6.18 per share). Upon completion, the registered capital
of PanPass Information increased from RMB56,580,000 to RMB70,725,000
and held as to approximately 64.20% by 1t R H AR AR A 7 (Beijing
Huicong Zaichuang Technology Co., Ltd), an indirect wholly-owned subsidiary
of the Company, 20% by the Investors, and approximately 15.80% by other
shareholders.

As the percentage of shareholding of 4t REIEHAIRHZER A 7] (Beijing
Huicong Zaichuang Technology Co., Ltd) in PanPass Information would be
reduced from 80.25% to 64.20% after the completion, the said subscription
constituted a deemed disposal of equity interest in PanPass Information under
Rule 14.29 of the Listing Rules and was a discloseable transaction of the
Company under the Listing Rules.

The Subscription was completed on 25 January 2021.

Pursuant to a shareholders agreement, the Investors shall have the right (but
not obligation) to require the initial shareholders (one or more) to purchase
all of the shares of PanPass Information held by the Investors if any one of
the events stipulated in the shareholders agreement occurs (the “Repurchase
Option”).
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The exercise right of the Repurchase Option is vested with the Investors. The
Repurchase Option would be treated as if exercised at the time of its grant
pursuant to Rule 14.74(1) of the Listing Rules. The maximum consideration
payable for the shares of PanPass Information held by the Investors was
expected to be approximately RMB121,961,170.45 and the grant of the
Repurchase Option constituted a discloseable transaction for the Company
under the Listing Rules.

For further details, please refer to the announcement of the Company dated
1 December 2020.

Connected Transaction in Relation to Provision of Loan to
Chongqing Micro-Credit

On 2 December 2020, Beijing Huicong, a wholly-owned subsidiary of the
Company, entered into a loan agreement with & E1# NS EIR/ N\ 8ERE
fR /A ] (Chongging Digital China Huicong Micro-Credit Co., Ltd.) (“Chongging
Micro-Credit”), a non-wholly owned subsidiary of the Company, pursuant
to which Beijing Huicong agreed to grant to Chongging Micro-Credit an
unsecured loan in the principal amount up to RMB50,000,000, bearing
interest at a rate of 8% per annum for a period of one year commencing
from the drawdown date. Chongging Micro-Credit is indirectly owned by
Digital China Holdings as to 30%. As at the date of the said loan agreement,
Digital China Holdings and its associates held approximately 19.37% of
the total issued shares of the Company. Digital China Holdings is thus a
substantial shareholder and a connected person of the Company at the
issuer level. Therefore, Chongging Micro-Credit is a connected subsidiary
of the Company under the Listing Rules, and the transaction contemplated
under the said loan agreement constituted a connected transaction of the
Company under Chapter 14A of the Listing Rules. As the highest applicable
percentage ratio (as defined under Rule 14.07 of the Listing Rules) (other
than the profits ratio) was more than 0.1% but less than 5%, the said loan
agreement was subjected to the reporting and announcement requirements
but was exempted from the circular and independent Shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

For further details, please refer to the announcement of the Company dated
2 December 2020.
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USE OF PROCEEDS FROM THE CONVERTIBLE
BONDS ISSUED BY THE COMPANY

On 16 November 2018, the Company and Chance Talent Management
Limited entered into an investment agreement, pursuant to which Chance
Talent Management Limited agreed to subscribe for the Notes and
Convertible Bonds. Completion of the issue of the Notes and the Convertible
Bonds took place on 3 December 2018. The net proceeds from the issue of
the Convertible Bonds was approximately HK$96,880,000. Such proceeds
were fully utilised and the details of the use of proceeds were set out in the
annual report of the Company for the year ended 31 December 2019.

During the year ended 31 December 2020, the Company made an early final
redemption of the Notes and Convertible Bonds in full.

CAPITAL STRUCTURE

During the year ended 31 December 2020, 288,000 Shares were issued upon
the exercise of share options under the share option scheme of the Company,
and 10,909,091 Shares were cancelled pursuant to the Huijia Buy-back.

The total number of issued shares of the Company was 1,309,931,119 as at
31 December 2020 (2019: 1,120,552,210).

STAFF AND REMUNERATION

The business development and results of the Group relies on the skills,
motivation and commitment of its staff. As at 31 December 2020, the Group
had 1,658 employees (2019: 2,043).

Remuneration of employees is generally in line with the market trend and
commensurate with the rate in the industry. Share options and share awards
are granted to employees based on individual performance. Other benefits
to the Group’s employees include medical insurance, retirement schemes,
training programs and educational subsidies. Total staff costs including
director’s emoluments from continuing operations for the year ended 31
December 2020 amounted to approximately RMB307,976,000 (2019:
RMB505,200,000).

RETIREMENT SCHEME

In accordance with the relevant regulations in the PRC, the Group participated
in a state retirement plan whereby the only obligation of the Group with
respect to such plan is to make annual contributions to the scheme calculated
at 16% of the basic salaries of the employees. The Group has no obligation
for further pension payments or any post-retirement benefits beyond these
annual contributions.

Details of the retirement scheme are set out in note 9(a) to the consolidated
financial statements.
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CHARGES ON GROUP ASSETS

As at 31 December 2020, the Group’s bank borrowings amounting to
RMB 130,000,000 (2019: RMB730,000,000) are secured by properties,
investment properties and right-of-use assets with carrying value of
RMB174,125,000 (2019: RMB979,310,000). No bank borrowings
(2019: RMB248,500,000) was secured by restricted bank deposit (2019:
RMB282,171,000).

As at 31 December 2020, other borrowings with a total principal amount of
RMB230,000,000 (2019: RMB200,000,000) were provided by an independent
third party, of which RMB200,000,000 is repayable on demand while the
remaining RMB30,000,000 is payable on May 2021 (2019: July 2020 and
November 2020). This other borrowing is interest-free and secured by certain
equity shares of a subsidiary (2019: same).

As at 31 December 2019, other borrowings of RMB27,816,000 were
provided by a non-controlling shareholder of a subsidiary, in which 25% of
its equity interest was formally owned by Mr. Liu Jun, an executive director of
the Company. These borrowings are unsecured, mature ranging from 2020 to
2022 and bear an average interest rate of 6.34% per annum (2019: 6.34%
per annum).This other borrowing was fully settled in October 2020, and the
corresponding interest expense during the year ended 31 December 2020
was RMB1,469,000 (2019: RMB1,763,000).

The remaining other borrowings were provided by independent third parties,
director of a subsidiary, a non-controlling shareholder of a subsidiary and
associates (2019: independent third parties) and bear interest rates ranging
from Nil to 10% per annum (2019: Nil to 14.3% per annum). Out of these
other borrowings, RMB88,001,000 (2019: RMB442,218,000) are secured by
certain inventories (2019: either guaranteed by the Group, Executive directors
and Non-executive directors of the Group or certain inventories, right-of-
use assets, listed equity shares held by the Group and the equity of certain
subsidiaries).

EXCHANGE RISK

As the Group's operations are principally in the PRC and majority of the assets
and liabilities of the Group are denominated in RMB, the Directors believe
that the Group is not subjected to significant exchange risk.

CONTINGENT LIABILITIES
As at 31 December 2020, the Group had no contingent liability (2019: Nil).
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IMPORTANT EVENT(S) AFTER THE PERIOD

Discloseable Transaction Disposal Of The Entire Equity
Interest In Tianjin Guokai

On 5 January 2021, 4t R EERHT £ B AR A F] (Beijing Huicong Technology
Group Co., Ltd.) (“Beijing Huicong Technology”), an indirect wholly-owned
subsidiary of the Company, 1t Z/)NBATHRER AR (Beijing Little Rhino
Horn Technology Co., Ltd.) (“Beijing Little Rhino Horn Technology”), X2
BRI A R ER A ] (Tianjin Guokai Ruitou Education Technology
Co., Ltd.) (“Tianjin Guokai”) and Hong Kong Huicong International Group
Limited (HEAZREKEEER AT entered into an equity transfer
agreement, pursuant to which, Beijing Huicong Technology had agreed to
transfer the entire equity interest in Tianjin Guokai to Beijing Little Rhino Horn
Technology at a consideration of RMB300,500,000. The Disposal constituted
a discloseable transaction of the Company under Chapter 14 of the Listing
Rules. Tianjin Guokai will cease to be a subsidiary of the Company upon
completion of the disposal.

For further details, please refer to the announcement of the Company dated
5 January 2021.
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The Directors submit their report together with the audited financial
statements for the financial year ended 31 December 2020.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The activities of
its principal subsidiaries are set out in note 23 to the consolidated financial
statements. There were no significant changes in the nature of the Group’s
principal activities for the financial year ended 31 December 2020.

An analysis of the Group’s performance for the financial year by business
segment is set out in note 5 to the consolidated financial statements.

BUSINESS REVIEW

A fair review of the business of the Group during the year including an
analysis of the Group’s financial performance, an indication of likely future
developments in the Group's business and events affecting the company that
have occurred since the end of the financial year are set out in the sections
headed “Management’s Statement” and “Management Discussion and
Analysis” of this report. These discussions form part of this report of Directors.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group realises the importance of environmental protection in pursuing
long-term sustainability, and is committed to improving environmental
sustainability and will closely monitor the performance. Further information
of the Group’s policies and performance about the environment would be
included in the Environmental, Social and Governance Report of the Company
to be published in May 2021.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Group's operations are mainly carried out in the PRC while the Company
itself is listed on the Stock Exchange. The Group’s operations accordingly shall
comply with relevant laws and regulations in the PRC and Hong Kong. To the
best knowledge of the Directors, the Group has complied in all material aspects
with the relevant laws and regulations which have significant impact on its
business and operation.
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RESULTS AND APPROPRIATIONS

The results of the Group for the financial year are set out in the consolidated
statement of comprehensive income on page 123 to 124.

The Directors do not recommend the payment of a final dividend for the year
ended 31 December 2020.

RESERVES

Details of the movements in retained earnings of the Group during the
financial year are set out on page 128.

Details of the movements in other reserves of the Group are set out in note
33 to the consolidated financial statements.

There is no arrangement that a shareholder has waived or agreed to waive
any dividend.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group are
set out in note 19 to the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in share capital and share options of the Company
are set out in note 32 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31 December 2020, calculated
under the Companies Law of Cayman Islands, amounted to approximately
RMB1,623,498,000 (2019: RMB2,175,718,000).

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the
last five financial years is set out on page 6 of this report.
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DIRECTORS =
The Directors who held office during the year and up to the date of this report ~ AFEREEAKE B AIL - EEZENT :
were:
Mr. Liu Jun (appointed on 12 September 2016) RERA(FE) (BRZZE—XRFALA+=H
(Chairman) BEE)
Mr. Zhang Yonghong appointed on 4 January 2019 SRIKAT S A RZZE—-hF—AWNA
(Chief Executive Officer) (BE#HITE) BT
Mr. Liu Xiaodong (appointed on 1 June 2018) 2 NREE (R=ZZ—-N\FXA—H
(President) (#E#) ERT)
Mr. Guo Fansheng Nete 1 (appointed on 21 March 2000) FNEEEE (RZEEZF=A=-+—H
BEE)
Mr. Li Jianguang Nte ! (appointed on 1 August 2006 and @y kans (RZZEZERFN\A—H
resigned on 1 July 2020) BEE - UR_ZE_TF
+A—HET)
Mr. Sun Yang Nete' (appointed on 27 May 2019) TR S e (R=ZF—NFRA=1+tH
BZEE)
Mr. Lin Dewei Note 1 (appointed on 1 July 2020) mEEL e (RZZEZZF+HA—H
BZE)
Mr. Zhang Ke Note2 (appointed on 28 March 2003) o 78, Sp A (R=ZEZ=F=A=+/\H
BEE)
Mr. Zhang Tim Tianwej Note? (appointed on 1 November 2011) RAESEENR (RZE——F+—A—H
BEE)
Ms. Qi Yan Note2 (appointed on 30 November 2017) AR e 2 2 (R=ZZE—tF+—A=+H
BZEE)
Notes: BiEE
1 non-executive Directors 1 HEMITES
2 independent non-executive Directors 2 BIEITES
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In accordance with Article 86 of the Company’s articles of association (“Articles
of Association”), Mr. Zhang Yonghong, Mr. Liu Xiaodong and Ms. Qiyan will
be subject to, and eligible offer themselves for re-election at the forthcoming
annual general meeting of the Company.

In accordance with Article 87 of the Company's articles of association, Mr.
Lin Dewei will retire and, being eligible, offer themselves for re-election at the
forthcoming annual general meeting of the Company.

DIRECTORS’ PROFILE

The Directors’ profile is set out on pages 20 to 25.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors, Mr. Liu Jun, Mr. Zhang Yonghong and Mr.
Liu Xiaodong has entered into a director’s service contract with the Company,
whereby each of them has accepted the appointment as an executive Director
of the Company for a term of three years from 12 September 2019, 4 January
2019 and 1 June 2018 respectively, which may be terminated by either party
giving three months’ prior written notice or otherwise in accordance with the
terms of their respective service contracts.

Each of the independent non-executive Directors, Mr. Zhang Ke, Mr. Zhang
Tim Tianwei and Ms. Qi Yan has entered into a director’s service contract
with the Company, whereby each of them has accepted the appointment for
a term of one year, and the service contracts shall be renewed automatically
at the end of the term. Either party may terminate the service contract at any
time by giving one month’s prior written notice or in accordance with the
terms of their respective service contracts. There is no service contract, which
is not determinable by the Company within one year without payment of
compensation (other than statutory compensation), in respect of any director
proposed for re-election at the forthcoming annual general meeting.

77

REAXTDEABERAA([HAHEEIZAR])F86
o FKALEE - BV NREERABHRL L ANARF
EREEAFAS LERT S BEREREFE -

B A TR A E IR AR E ST 15 - AN S I
ARFREREAFAS LEE - MHAERLES
BT -

EE/EN

BE=MNEMNE20E258 ©

EERBEH

WTESIELL  RKAEERSNRELERBEH
ARBRIVEZRBAK B WEZBREBER
ERARRANTESR DA _F-NFALAT=
H ZZ-NAF—ANBRZZ—-N\FRA—HE:
RE=%F  RBESQOTHEN—FEH=EAFEE
EBASRIER EE B Z R KRR T AL -

BYFRITEERRSE  RABRERSHZLE
BEANBFTZEERBELY Bt - FERAER
BRZE  AH—F  ZERBAHRBENERKEED
EE - RESHAIBEKAEMN - DHEL —EAEEE
EDBASRERES B ZRIBA KRR T AL - 8
ERNEERRBEASERERENESMI L
AARARFR —FAHRNFEECEERERINT
BIEZ RBAEL -

EREMBERAT 2020 Fi



78

Report of the Directors

EEERE

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed above and in note 10 to the consolidated financial
statements and this annual report, no Director or an entity connected with a
director or the controlling shareholders of the Company (or its subsidiaries)
was materially interested, whether directly or indirectly, in any transaction,
arrangement or contract of significance to which the Company or any of its
subsidiaries was a party subsisted at the end of the year or at any time during
the year.

MANAGEMENT CONTRACTS

Save as disclosed in this annual report, no contract concerning the
management and administration of the whole or any substantial part of the
business of the Group was entered into or existed during the Year.

DIRECTORS’ AND SENIOR STAFF EMOLUMENTS

Details of Directors and senior staff emoluments for the year are set out in
notes 9 and 10 to the consolidated financial statements.

The emoluments of the Directors and the senior staff are determined based on
the operating results of the Group, individual performance and/or prevailing
market conditions. The Company has also adopted the Share Option Scheme
and the Share Award Scheme as an incentive to Directors and senior staff.

As at 31 December 2020, there was no arrangement in which the Directors
waived their remuneration.

DIRECTORS’ AND CHIEF EXECUTIVE'S

INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 December 2020, the interests and short positions of the Directors
and the chief executives of the Company in the shares, underlying shares
and debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (Cap. 571 of
the Laws of Hong Kong) (the “SFO")) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they are taken or deemed to have
under such provisions of the SFO) or required to be entered in the register
maintained by the Company pursuant to Section 352 of the SFO or which
were notified to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transaction by Directors of Listed Issuers (the “Model
Code"”) contained in the Listing Rules, were as follows:
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(a) Directors’ Long Positions in the Shares and Underlying
Shares of the Company

Class of Personal
Name of Director Shares Capacity interests
RAGER Ll AR
iuJun Ordinary Beneficial owners 79,850,700
(e Lak ERBEEA (note 1)
(Frsx1)
Zhang Yonghong Ordinary Beneficial owners 13,933,500
RKAL EBk ERERA (note 2)
(Frst2)
Liu Xiaodong Ordinary Beneficial owners and 5,702,485
EJIN Lk Interest of controlled (note 3)
corporation (Ft3E3)
BRERARREHIA

Gt 5
Guo Fansheng Ordinary Beneficial owners 57,749,015
BRE Lak ERnBEEA (note 4)
(Frsta)

Notes:

1.

Such interests in the Company comprise: (i) 50,220,000 Shares and (ii)
29,630,700 underlying Shares derived from the Options held by Mr. Liu Jun.

Such interests in the Company comprise: (i) 100,000 Shares; (ii) 4,000,000
underlying Shares derived from the awarded shares granted to Mr. Zhang
Yonghong under the employees’ share awarded scheme adopted on 17
November 2011 and (iii) 9,833,500 underlying Shares derived from the
Options held by Mr. Zhang Yonghong.

Such interests in the Company comprise: (i) 3,702,485 underlying Shares
from the Options held by Mr. Liu Xiaodong; (ii) 2,000,000 underlying Shares
derived from the awarded shares granted to Mr. Liu Xiaodong under the
employees’ share awarded scheme adopted on 17 November 2011 and
(iii) 62,273,794 Shares held by Wisdom Limited (a company wholly and
beneficially owned by Mr. Liu Xiaodong). Mr. Liu Xiaodong is deemed, or
taken to have, interested in all the Shares held by Wisdom Limited pursuant
to the SFO.

Family

interests

FWEL
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Corporate Other  numberof shareholding
interests interests Shares (approximate)
RERAL
NRER Htbs gt (#4)
- - 79,850,700 6.10%
(note 1)
iGa))
- - 13,933,500 1.06%
(note 2)
(Fizt2)
62,273,794 - 67976279 5.19%
(note 3) (note 3)
(F3E3) (H3E3)
- - 57,749,015 4.41%
(note 4)
(Fizta)
EE
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4. Such interest in the Company comprises:

(@ 35,000,000 Shares (long position) held by Mr. Guo Fansheng; and

(b) 22,749,015 Shares (long position) held by a trustee of a trust of
which Mr. Guo Fansheng is a founder of a discretionary trust who can
influence how the trustee exercise his discretion.

Save as disclosed above, none of the Directors and chief executive of the
Company has any interest or short position in the shares, underlying shares
and debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they are taken or deemed to have
under such provision of the SFO) or required to be entered in the register
maintained by the Company pursuant to section 352 of the SFO or which
were notified to the Company and the Stock Exchange pursuant to the Model
Code.

SHARE OPTION SCHEMES

2003 Share Option Scheme

Pursuant to written resolutions of the shareholders of the Company dated
30 November 2003, among others, a share option scheme (the “2003 Share
Option Scheme”) was adopted by the Company. Following the listing of the
Shares being transferred from the Growth Enterprise Market (now known
as GEM) to the Main Board of the Stock Exchange on 10 October 2014, the
2003 Share Option Scheme adopted by the Company was terminated on 10
October 2014. Notwithstanding the termination of the 2003 Share Option
Scheme, the outstanding options under the 2003 Share Option Scheme (the
“Qutstanding Option”) shall continue to be valid and exercisable until the
expiry of the option period (i.e. the period to be notified by the Board to the
grantee in the offer of options, but in any event shall not exceed 10 years
from the date of the offer).

The principal terms of the 2003 Share Option Scheme were summarised in the
paragraph headed “Share Options” under the section headed “Statutory and
General Information” in Appendix V of the prospectus of the Company dated
8 December 2003. Set out below is a summary of the 2003 Share Option
Scheme:
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Purpose and participants of the 2003 Share Option Scheme

The purpose of the 2003 Share Option Scheme is to provide incentive and/or
reward to directors or employees of the Group and other persons who in the
sole discretion of the Board has contributed or will contribute to the Group.

Total number of Shares available for issue and the maximum
entitlement of each participant under the 2003 Share Option Scheme
The maximum number of Shares which may be issued upon the exercise of
all the outstanding options granted and yet to be exercised under the 2003
Share Option Scheme and any other schemes of the Company, must not, in
aggregate, exceed 30% (or such other percentage as may be allowed under
the Listing Rules) of the total number of Shares in issue from time to time. The
total number of Shares issued and to be issued upon exercise of the options
granted to each participant (including both exercised and outstanding options)
under the 2003 Share Option Scheme or any other share option schemes of
the Company shall not exceed 1% of the Shares in issue at the time of such
grant.

As at the date of this report, the total number of Shares available for issue in
respect of the Outstanding Option is 4,480,000 Shares, representing 0.34%
of the issued shares as at the date of this report.

Time of exercise of the options

An option may be exercised by the grantee at any time during the period to
be notified by the Board to the grantee in the offer of options, but in any
event shall not exceed 10 years from the date of offer.

Notwithstanding the termination of the 2003 Share Option Scheme, the
Outstanding Option shall continue to be valid and exercisable until the expire
of the option period.

Minimum holding period

The Board may offer to grant any options subject to such terms and
conditions in relation to the minimum period of the options to be held and/or
the performance criteria to be satisfied before such options can be exercised
and/or any other terms as the Board may determine in its absolute discretion.
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Amount payable on acceptance of the Outstanding Option

An offer shall be deemed to have been accepted and an Outstanding Option
to which the offer relates shall be deemed to have been granted and accepted
and to have taken effect when a letter in such form as the Board may from
time to time determine signifying acceptance of the Outstanding Option duly
signed by the grantee together with a remittance in favour of the Company
of HK$1.00 by way of consideration for the grant thereof is received by the
Company within 7 days from the offer date (inclusive of the offer date).

Basis of determining the exercise price

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

2015 Share Option Scheme

On 22 May 2015 (the “Adoption Date”), a new share option scheme
was approved by the shareholders of the Company (2015 Share Option
Scheme”). Set out below is a summary of the 2015 Share Option Scheme:

Purpose and participants of the 2015 Share Option Scheme

The purpose of the 2015 Share Option Scheme is to attract and retain the
best available personnel, to provide additional incentive to employees (full-time
and part-time), directors, consultants, customers, advisers, distributors,
contractors, suppliers, agents, business partners or service providers of
the Group and to promote the success of the business of the Group
("Participant(s)”). The Board may, at its absolute discretion, invite any person
belonging to any of the aforesaid classes of persons of any member of the
Group to be a Participant of the 2015 Share Option Scheme.

Total number of Shares available for issue

The total number of Shares available for issue in respect of which options
may be granted under the 2015 Share Option Scheme is 112,085,221 Shares,
representing 8.56% of the issued shares as at the date of this report.
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Maximum entitlement of each Participant under the 2015 Share Option
Scheme

The total number of Shares issued and to be issued upon exercise of the
Options granted to each Participant (including both exercised and outstanding
Options) under the 2015 Share Option Scheme or any other share option
schemes of the Company in any 12-month period up to date of grant shall
not exceed 1% of the Shares in issue.

Time of exercise of the Options

An Option may be exercised by the grantee at any time during the period
to be notified by the Board to the grantee (the “Grantee”) in the offer of
Options (the “Offer”), but in any event shall not exceed 10 years from the
date of offer (the “Offer Date”).

Minimum holding period

The Board may offer to grant any Options subject to such terms and
conditions in relation to the minimum period of the Options to be held and/or
the performance criteria to be satisfied before such Options can be exercised
and/or any other terms as the Board may determine in its absolute discretion.

Amount payable on acceptance of the Option

An Offer shall be deemed to have been accepted and an Option to which the
Offer relates shall be deemed to have been granted and accepted and to have
taken effect when a letter in such form as the Board may from time to time
determine signifying acceptance of the Option duly signed by the Grantee
together with a remittance in favour of the Company of HK$1.00 by way of
consideration for the grant thereof is received by the Company within 7 days
from the Offer Date (inclusive of the Offer Date).

Basis of determining the exercise price

The subscription price shall be a price determined solely by the Board and
notified to a Participant and shall be at least the higher of: (i) the closing price
of the Shares as stated in the Stock Exchange’s daily quotations sheet on the
Offer Date, which must be a business day; (ii) the average of the closing prices
of the Shares as stated in the Stock Exchange’s daily quotations sheets for the
5 business days immediately preceding the Offer Date; and (iii) the nominal
value of a Share on the Offer Date.

Remaining life of the 2015 Share Option Scheme
The 2015 Share Option Scheme shall be valid for a period of 10 years
commencing on the Adoption Date.

The principal terms of the 2015 Share Option Scheme were summarised in
the Appendix of the circular of the Company dated 5 May 2015.
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T -RFEREFE I BERNARRAH A
T-RFhARAZBHHEEP I -
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OUTSTANDING SHARE OPTIONS i ARITEE 2 BB AR

AR AT

RZEBE_ZF+_A=+—H aREAHL
63,519,794 % (7 2 BERSAE H AT - EFRE-Z
T FRERETEIX T 24,480,000 % BN —F
— R FERERAEST 23R T 2 59,039,794R% B AL #E - ARE
FBWT -

Share Option Scheme

As at 31 December 2020, options to subscribe for an aggregate of
63,519,794 Shares granted, which comprise 4,480,000 options granted
under the 2003 Share Option Scheme and 59,039,794 options granted under
the 2015 Share Option Scheme, were outstanding, details of which were as
follows:

Number of share options

BREHE
Exercise As at Granted Exercised Lapsed As at
price 1 January during during during 31 December
Name of grantee Date of grant per share 2020 the period the period the period 2020
R-g-%fF R-g-%F
RRARR RIEAH BRITEE —-A—H HRRE BRI BR%® t=A=t+-H
HK$ (Note 1)
o (BH=E1)
Directors
Bz
Liu Jun (note 14) 13 October 2017 6.476 29,930,000 (299,300) 29,630,700
BB (H5k14) “T—tFTA+=AH
Zhang Yonghong (note 14) 20 June 2019 4.6 10,000,000 (166,500) 9,833,500
FoKAL(FitzE14) ZE-NFRAZTH
Liu Xiaodong (note 14) 19 July 2018 4.6 4,000,000 (297,515) 3,702,485
2R (ME14) —E-N\ELATNA
Senior management
BREERE
Wu Lei (note 14) 19 July 2018 4.6 3,500,000 (120,587) 3,379,413
R4 “E-\FLATNE
Song Bingchen (note 14) 19 July 2018 4.6 3,000,000 (103,360) 2,896,640
Rik=(HizE14) “E-N\E+ATNR
Zhao Hong (note 14) 19 July 2018 46 1,550,000 (53,403) 1,496,597
AL (Jfi5E14) —Z-\EtATNE
Other employees
HitE&
In aggregate (note 13) 7th April 2010 0.82 188,000 (188,000) -
CEiGEIE) —ZT-TENALA
In aggregate (note 2, 13) 28 March 2011 1.108 200,000 (100,000) 100,000
Bat(itEE2 13) —E——%=A=f)\R
In aggregate (note 13) 3 April 2013 4.402 1,500,000 1,500,000
i GEAE) —Z-ZFWAZ=H
In aggregate (note 3, 13) 11 November 2013 9.84 3,380,000 (500,000) 2,880,000
At (M3 - 13) —Z-=F+-A+-H
In aggregate (note 4, 14) 19 July 2018 4.6 18,100,000 (9,999,541) 8,100,459
At 14) “F-N\FLATAA
Total 75,348,000 (288,000)  (11,540,206) 63,519,794

st
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Notes: FsE -

Each Option has a 10-year exercise period, which may be exercised after the expiry
of twelve months from the date of the grant of Options.

For the Options exercisable at HK$0.82 granted on 7 April 2010, the relevant
grantees may exercise Options up to 50% and 100%, respectively, of the Shares
comprised in his or her option (less any number of Shares in respect of which the
Option has been previously exercised), commencing from the first and second
anniversaries of the date of the grant of Options.

For the Options exercisable at HK$1.108 granted on 28 March 2011, the relevant
grantees may exercise Options up to 50% and 100%, respectively, of the Shares
comprised in his or her Option (less any number of Shares in respect of which the
Option has been previously exercised), commencing from the first and second
anniversaries of the date of the grant of Options.

For the Options exercisable at HK$9.84 granted on 18 November 2013, the
relevant grantees may exercise Options up to 10%, 20%, 40%, 70% and 100%,
respectively, of the Shares comprised in his or her Option (less any number of
Shares in respect of which the Option has been previously exercised), commencing
from the first, second, third, fourth and fifth anniversaries of the date of the grant
of Options.

For the Options exercisable at HK$6.476 granted on 13 October 2017, the
relevant grantees may exercise Options up to 20%, 40%, 60%, 80% and 100%,
respectively, of the Shares comprised in his or her Option (less any number of
Shares in respect of which the Option has been previously exercised), commencing
from the first, second, third, fourth and fifth anniversaries of the date of the grant
of Options.

For the Options exercisable at HK$4.60 granted on 19 July 2018, the relevant
grantees may exercise Options up to 33.3%, 66.6% and 100%, respectively, of
the Shares comprised in his or her Option (less any number of Shares in respect
of which the Option has been previously exercised), commencing from the first,
second and third anniversaries of the date of the grant of Options.

For the Options exercisable at HK$4.60 granted on 20 June 2019, the relevant
grantees may exercise Options up to 33.3%, 66.6% and 100%, respectively, of
the Shares comprised in his Option (less any number of shares of the Company in
respect of which the option has been previously exercised), commencing from the
first, second and third anniversaries of the date of the grant of Options.

1 employee have been granted Options under the Share Option Scheme to
subscribe an aggregate of 100,000 Shares at HK$1.108 per Share.

13 employees have been granted Options under the Share Option Scheme to
subscribe an aggregate of 2,880,000 Shares at HK$9.84 per Share.

8 employees have been granted Options under the Share Option Scheme to
subscribe an aggregate of 8,100,459 Shares at HK$4.6 per Share.

SRR ZITER10F - NEERIER L B
T ERABER&A TATE

MR T —ZFNA AR AZ0.82/8TITE 2
fiEms - BARRANEBBRIERE AHRE—RE
ZRER - HZA9RTTEEFERER S KR D
250% K 100% (F0BR BT B TE B ARMERTS & 2 £
RRIDEE ) 2 BEARHE -

RRZE——F = A=+ N\BEEAZ1.108 T
FZERENS  AEARAREBRERLB®HE
—REZEFR  &ZADRITERESRRERS
KRR 2.50% 2 100% (FAER @A B 1 T B ARE AT S K
AN ERE ) Z BERRHE -

RRZZT—=F+—A+/\BEHAIZ.84ETLITE
ZHEBRENS  BFEARARABRERLBHE
— B F=-  FURFRAAFE  HZAHHT
fE1 TS B AR EFT 8 R BR 15 2. 10% ~ 20% ~ 40%
70% K 100% (F0BR B 1A B 17 BAAE RS K 2 (T IR
DEE ) 2 BEARHE -

MR —E—+F+ A+ =BRETIZ6.4768TITE
CHEBRENS  BEARARABRERLBHE
—FBZF=Z  FNEFERRAFR  £ZAUDHT
{55 98 BT 45 B R T 0% R AR 19 2.20% ~ 40% ~ 60% »
80% & 100% (N B A B 1TEBERERTS R 2 K
DEE ) 2 ERHE -

MR ZZ— N\F+ A+ NAEHATIRI60ETITEL
BhiEmNs  AEAEABRARGERERTLAHE— -
FIRFTBREE - HZUSRITER T ERER
WD 233.3%  66.6% &% 100% (FIFRBESITE
FERRARFTS R 2 TR 8RB ) 2 FERRAE -

MR ZZE—NENAZ+RAEHATIRIE0ETITEL
BhiEms  AREABRARGERERTLAHE— -
FIRFTBRFE  HZUSRITEREERER
WD 233.3% * 66.6% &% 100% (FIFRBESITE
FERRARFTS R 2 (AR 2R B ) 2 FERRAE -

RIEERE BB A1 B E B L EER1.1087 T
RS ££100,000/% 8% 15 2 BE A 4 ©

RIBBRETEERIB3REERBTIZER.84ET
RS $£2,880,000/% A% 17 2 FEAHE

RIEERIE T BIE MIsEEB R ATZERAE TR
§84 ££8,100,45908 A% 10 2 BE BG4 -
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The fair value of Options granted under the Share Option Scheme on 7 April
2010, determined using the Binomial Model valuation model, was approximately
RMB12,527,000. The significant inputs into the model were exercise price of
HK$0.82 standard deviation of expected share price returns of 79.8%, expected
life of Options ranging from 3.4 to 5.9 years expected dividend paid out rate of
0% and annual risk-free interest rate of 2.865%. The volatility measured at the
standard deviation of expected share price returns is based on statistical analysis of
historical price movement of the Company and other comparable companies with
similar business nature.

The fair value of Options granted under the Share Option Scheme on 28 March
2011, determined using the Binomial Model valuation model, was approximately
RMB1,377,000. The significant inputs into the model were exercise price of
HK$1.108 standard deviation of expected share price returns of 77.4%, expected
life of Options ranging from 3.8 to 4.9 years expected dividend paid out rate of 0%
and annual risk-free interest rate 2.82%. The volatility measured at the standard
deviation of expected share price returns is based on statistical analysis of historical
price movement of the Company and other comparable companies with similar
business nature.

The fair value of Options granted under the Share Option Scheme on 3 April
2013, determined using the Binomial Model valuation model, was approximately
RMB3,754,000. The significant inputs into the model were exercise price of
HK$4.402 standard deviation of expected share price returns of 75%, expected
life of Options ranging from 9.1 to 9.6 years expected dividend paid out rate of 0%
and annual risk-free interest rate 1.111%. The volatility measured at the standard
deviation of expected share price returns is based on statistical analysis of historical
price movement of the Company and other comparable companies with similar
business nature.

The fair value of Options granted under the Share Option Scheme on 18
November 2013, determined using the Binomial Model valuation model, was
approximately RMB50,125,000. The significant inputs into the model were
exercise price of HK$9.84 standard deviation of expected share price returns of
71.5%, expected life of Options ranging from 4.7 to 7.9 years expected dividend
paid out rate of 0% and annual risk-free interest rate 1.915%. The volatility
measured at the standard deviation of expected share price returns is based
on statistical analysis of historical price movement of the Company and other
comparable companies with similar business nature.

The fair value of Options granted under the Share Option Scheme on 13 October
2017, determined using the Binomial Model valuation model, was approximately
RMB100,356,000. The significant inputs into the model were exercise price of
HK$6.476 standard deviation of expected share price returns of 62%, expected
life of Options 4.9 years expected dividend paid out rate of 0.9% and annual
risk-free interest rate 1.745%. The volatility measured at the standard deviation
of expected share price returns is based on statistical analysis of historical price
movement of the Company and other comparable companies with similar
business nature.
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FAZEAGEERFER-_Z—TFHNALAR
BERESSMBREERE AFENAARE
12,527,0007C © 8 AZIERN 2 F ELHAITEHE0.82
BT - TEETIREE R ERIZERE79.8% - BARETERT
FEHNTIL4E59FT% « BHREER0% M FEER
B F%2.865% © IXRIBA RERIFREIZAEFETH
ZMIE - TIRBAAR REBMERUZ EMATE L
AR BEEREBRABRIESITE -

FRHZEAGEEXAER T ——F=A=-1+/\H
RBEEREA SR EBRIEZAFENABARE
1,377,0007C B AZER 2 FZL2E0R1TH(E1.108
BT ERTRERRFRRERET7.4% - BIRIETERT
FHNF38F49FTE - FEAREF0% M FEEE
BaF%2.82% o BB REEREEER/BETEZ
IR - TIREA AR REBMEE AU Eb ] & LR
AR ZBAEEEB ST EEITE -

FAZEAGEERAFER-Z—=FNA=AR
BEREFSMBELERBEZATFENAARKE
3,754,0007C © BAZER 2 F L RITHEL.402
BT - ERTIRERREIERFEETS% - BRIETEF
BN T91E9.6F 15 « TR ER0% LFEERR
FEANM% - RBTEAREOREFREREANEZ
TR - THIRIEAR DR B R B E AL H A& L
DA BABIREE S BRI E -

FHZEAGEEXGAER - —=F+—A+/\H
RIBEERET B TR EBRIEZ ATFENRBARE
50,125,0007C ° #AZER 2 F B2 HRITHE.84
BT - TERTIREE R ERIZERET71.5% - BRETERT
FEHNTA4TETIFTE - FBAHREER0% L FEER
BFIE1.915%  IRRIBRER KR IZTEFETH
KB - TIRBAAR REBMEREUZ EMATE L
AR BEEREBRABIESITE -

FH-BEAGEEAFER =T —+t&+A+=8
BEERE SR EBRIEZATFENBARE
100,356,0007C * HAZERX 2 FELH/THE
6.476 87T « TEFTIR(E R HREIZERE2% « HBAE
TERTFHI4.9F ~ FEATIRE K0.9% M F [Z £ & [ 7
1.745% © LBRTETREBRRTEREAE 2R
& HIREA AR REBELDREUZ LA BB A
RIZ B EEEB ST BRI -
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10. The fair value of Options granted under the 2015 Share Option Scheme on 19 July
2018, determined using the Binomial Model valuation model, was approximately
RMB70,258,000. The significant inputs into the model were exercise price of
HK$4.6 standard deviation of expected share price returns of 70%, expected life
of Options 10 years expected dividend paid out rate of 0% and annual risk-free
interest rate 2.13%. The volatility measured at the standard deviation of expected
share price returns is based on statistical analysis of historical price movement of
the Company and other comparable companies with similar business nature.

11.  In respect of employees resigned during the period whose Options have not
been vested, such Options are lapsed, and the share compensation costs
recognised previously are credited to condensed consolidated final statement of
comprehensive income.

12.  The values of Options recognised in share-based compensation reserves are
subject to a number of assumptions and with regard to the limitation of the
valuation model.

13.  The Options were granted under the 2003 Share Option Scheme.
14.  The Options were granted under the 2015 Share Option Scheme.

15.  The weighted average closing price of the Shares immediately before the date on
which these Options were exercised was approximately HK$1.61 per Share.

Save as disclosed, no options were granted, lapsed or cancelled during the
Year. Details of the value and movement of the share options during the Year
are also set out in note 32(c) to the consolidated financial statements for the
Year.
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FRAZERNGEEXAER - N\FLAT+LAR
BT -AFBRETBIMRLERIEZ ATFEOR
AR#70,258,0007T - AZEXNZ EE2 8 AT
FE{B4.675TT - BATREREHFERSZERETIO%N « B
RETBETEHR104F ~ TERHR B R 0% M 4F 2 8 AR F &
2.13% ° BB RERIBRIZEFEAE ZKIE -
TIBAEA R B REBHEE AU KA ELBRARZ
BEEREBRABEIETE -

BREAEBHEMEBRENAREEZEEMS - AH

FEREI B R B B RER 2 IR AR ARG
AZFHRAAIHRARER -

EUBMX N2 HEFRRTER ZBREEEER S
ARBRE - WEREERN ZREIGRE
ZEBBERE-_TT=FRREEIRD -
ZEBRRERE T -AFBEREEIRT -

AR % SRR T i B B ATAR () Ik h (B
HEFR1.61ET -

BRATEERESN - SR EBRENERRE - KA
A o BRIATF EBIEZ BEIESH I NAF
B2 & HE T ERRMTE32(c) °

EREMBERAT 2020 Fi



88

Report of the Directors

EEERE

Vesting periods and vesting conditions of the Options

(granted on 19 July 2018)

The Options granted shall be vested and exercisable subject to the following

vesting periods and conditions:

Date when the
Options become

exercisable

fRlE
w1TfE2 B

First tranche of First anniversary date

Options of the Date of Grant
(the “First Anniversary
Date”)
BitERE FEA#HzE—BFA

HIE—BFE4))

Second tranche of
Options

Second anniversary
date of the Date of
Grant (the “Second
Anniversary Date")

REAHzE_AFA
HEZBFE4))

FHERE

Third tranche of  Third anniversary date of
Options the Date of Grant (the
“Third Anniversary
Date”)

RHR#ZE=EFA
BE=BF04))

FHERE
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Percentage of
Shares comprised
in the Option
which is vested
and exercisable
(subject to
fulfillment of
vesting conditions
set out in the
next column)
ERBRTTHEN
BRAEFT{E R0
B (ES
TR ER
HREEEmE
HEERE)
(Note)
CiEd)

333%

333%

33.4%

tATABETF)

1%

Condition 1 Condition 2

The Grantee has achieved the
performance targets for
the year 2018 set out by
the department or business
unit where he/she belongs.

SN S EES

The revenue of the Company
for the year 2018 reaches
RMB10 billion or above.

ARAN-E-\FZ#HE

WAEARR100{8 T BEUME-_T-\F2
ML - EMAR-

The Grantee has achieved the
performance targets for
the year 2019 set out by
the department or business
unit where he/she belongs.

AR ANERKE BRI
BEUME_E-NF
AR

The revenue of the Company
for the year 2019 reaches
RMB20 billion or above.

ARFAN-E-NEZHE
WA ARE200(E 5L
PAE e

The Grantee has achieved the
performance targets for
the year 2020 set out by
the department or business
unit where he/she belongs.

ESE YNNI L IEE S
BEMME-_S-ZF2
EER-

The revenue of the Company
for the year 2020 reaches
RMB30 billion or above.

ARRRZE-_TFE7HE
WA ARE300B T,
BAE o

BRECEBHEREBERE(ZF-NF

B B AR G AR AR DA TS 57 B B ) B AR 1 BR B8 e PT 1T

Condition 3

The Grantee shall remain as
an employee of the Group
as at the First Anniversary
Date

ERARE—BFAH
NEAEERE

The Grantee shall remain
as an employee of the
Group as at the Second
Anniversary Date

ERAREZBEFAS
NEXEEZES

The Grantee shall remain as
an employee of the Group
as at the Third Anniversary
Date

ERAREZEBF BB
TEEZER
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Notes:

If a Grantee fulfills Condition 1 and Condition 3 set out above in the respective
vesting period, the Grantee will be entitled to exercise 40% of the respective
tranche of Options.

If a Grantee fulfills Condition 2 and Condition 3 set out above in the respective
vesting period, the Grantee will be entitled to exercise 40% of the respective
tranche of Options.

If a Grantee fulfills Condition 3, the Grantee will be entitled to exercise 20% of
the respective tranche of Options.

All the Options will be automatically cancelled if the Grantee fails to fulfil
Condition 3 regardless of whether Condition 1 and/or Condition 2 are achieved.

In addition to the above vesting conditions, if performance targets set out in
Condition 1 or Condition 2 above cannot be fully achieved, the number of Options
corresponding to fulfilment of Condition 1 and/or Condition 2 as referred to in
notes 1 and 2 above which can be exercisable in the respective vesting period will
be further adjusted in the following manner:

Percentage of performance targets achieved

89

MRE -
1. RS ATNE B 5 B HAR i AR SRR R R f
3 FRARBREITEZIBRREZ40%

2. AR AT BE BRI A R E A SR 1R 2 R Ak
3 AN AEITEZ AR AEZ40% °

3. AR AERIRN3
220% ©

CERA BB REITEZ AR

4. MR ARBEERGN 3R G RSk 22E
ER) - R AR B By -

5. BMREMBBEMIN - HAREDEER B S
2B Z BB AR - £ SCPEREN e 2 At i R {1
R/ S A5 208 R A B 55 B ERR 1T 2 B AR X
BHATIIGRE— R

Percentage of the Options becoming exercisable

EREANEBEZESL

100% 100%
70%-99%
70%%99%

Less than 70%

Nil
DIR70% =

EMPLOYEES' SHARE AWARD SCHEME

On 17th November 2011, the Board adopted an employees’ share award
scheme (the “Employees’ Share Award Scheme) pursuant to which existing

share

s of the Company will be acquired by the trustee from the market at

the cost of the Company and be held in trust for the selected employees until

such
with

shares are vested with the relevant selected employees in accordance
the provision of the Employees’ Share Award Scheme. For principal

terms of the employees’ Employees’ Share Award Scheme, please refer to the
announcement of the Company dated 17th November 2011.

A{TEZBRETS L

Proportionate to the percentage of performance targets actually achieved
HEBGER BB AP LKIEL

EBERGREEE
RIZE——F+—A++tH EESRBEERHE
EEtEI([EE MM RS - Bt - IEAKET
SEARRTRARD (BRBARFEE)LIAETE
AR ERERA BEEZFRORBREERND
REEIGXHEBE THRGCEERERL - BHESR
Pein SBEIFH Bl 2 TBIG  BEHARRARR-F
——&F+—AtERZaM -
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On 8 July 2019, after the approval of the Renewed Scheme Limit and pursuant  R=Z—AFtANB AL EF T8 LR%E -
to the Scheme, the Board resolved to grant an aggregate of 28,100,000 MR8 EET L HREZLEETRERERTAH
Shares, representing approximately 2.51% of the total issued share capital ~ 28,100,000% 8% 5 (8 & R ANA AIAE ) BEE 317
of the Company as at the date of the grant, to 26 selected employees, of  RARZAEEL2.51%) * EA4,000,00088 D% F AN A
which 4,000,000 Shares were granted to Mr. Zhang Yonghong, an executive — BI¥1TE E3 EFEHRITE RAKALL A - 2,000, OOO
Director and chief executive officer of the Company, and 2,000,000 Shares — RERD R F AR TRMITE B FEH R NE x4 - HA
were granted to Mr. Liu Xiaodong, an executive Director and president of the 2 F5I4% ! SEBIAR 1D ~ 538 HA K A (F PR, ©

Company, subject to following the vesting periods and conditions of the grant

of the Awarded Shares.

Percentage of Awarded
Shares to be vested and
released to the Selected
Employee (subject to
fulfillment of vesting
conditions set out
in the next column)
1% 55 B 2 B T AR R

EEZRBRGOE ‘l:l:
(AT —HAHz

BEREEERE
FEERE)

Condition 1 Condition 2

Vesting period

Vesting date

&2
(Note 2)
(FftsE2)

e |
(Note 1)
(PfFzE)

First period On or after 8 40%  The performance targets of The Selected Employee shall
January 2020 the Company for the year remain as an Employee as at
2019 is fully achieved. 31 December 2019.
F—H N_EB_TF KRB ZZE-NFZENR KEFREN_ZT—NEF
PANCEY BREREENX - TZA=T—HNEEE -
21
Second period On or after 8 30% The performance targets of The Selected Employee shall
January 2021 the Company for the year remain as an Employee as at
2020 is fully achieved. 31 December 2020.
FH MZTEZ—F RRBZZBZTBFZHEN FETEEN_Z_TF
aPANCE BREREEKX - TZA=+—HINERE -
21
Third period On or after 8 30%  The performance target of The Selected Employee shall
January 2022 the Company for the year remain as an Employee as at
2021 is fully achieved. 31 December 2021.
FE=H MZTEZ_F KRB ZZBZ—F2HEN FETEEN T _—F
VAN BIREREEKX - TZA=+—HINERE -
21
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Notes:

1. 50% of the Awarded Shares in each vesting period shall vest in the Selected
Employees only if Condition 1 and Condition 2 set out above are fully achieved.
If the performance targets set out in Condition 1 above cannot be fully achieved,
the number of Awarded Shares to be vested in the respective vesting period will
be further adjusted in the following manner:

91

MRE -

1. REXMEZ G RG22 EERE - SEBH
Z50% SR 77 AT AETE R R o W it il
B EEBBEAREEEER  HREERBYA
B2 ZEROBE BATI DR — T

Percentage of the Awarded Shares to be vested and

Percentage of performance targets achieved released to the Selected Employee

ERENBEZADL HEEYBRTFREECES ZRBROAIL

100% 100%

70%-99% Proportionate to the percentage of performance targets actually achieved
70%Z%E99% HEREEKRZENBRAD LKL

Less than 70% Nil

LH70% T

2. The remaining 50% of the Awarded Shares to be awarded in each vesting period
shall vest in the Selected Employees only if Condition 2 is fulfilled. If the Selected
Employee ceases to be an Employee before the vesting date of the relevant
vesting period, all of the Awarded Shares granted to the Selected Employee for
that vesting period and any vesting periods thereafter shall lapse in full.

2. WEM2EER  BREBRBHAERE 28 T50% 8
BB RBEREETEE - HKETERENERH
BENZEEAMNTHAER  RZBEBHA kL
1& 2 (E1e] 53 B HAA 4002 TE B B 1R 2 BB B2 @ AR D
EERMY
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Since the adoption date, a total of 74,981,000 shares has been granted upto B EMKBHE  HEAZKEBEHD A LE D
the date of this report, representing approximately 5.72% of the issued share  74,981,0000% %) » FAE R ARKE B AR E D 31T
capital of the Company as at the date of this report. The awarded Shares that ~ J&A%95.72% - R=E-FF+-A=+—H ' &k

remain outstanding as at 31 December 2020 are set out below: B2 RERR O ESIAT -
As at Granted Transferred As at
1 January during during 31 December
Name of Grantee Date of grant 2020 the year the year 2020
R-B-EHF R-B-EHF
ERAME i B H —H—H FRARH FRBF +=A=+-—H
Director
=
Zhang Yonghong 8 July 2019 4,000,000 4,000,000
SRAKAL —E-AFtANR
Liu Xiaodong 8 July 2019 2,000,000 2,000,000
G —ZE-hFEANE
Senior management
SREEE
Wu Lei 8 July 2019 1,800,000 (720,000) 1,080,000
RiéE —E-NAFEANR
Song Bingchen 8 July 2019 1,800,000 1,800,000
Rk —E-NFEANR
Zhao Hong 8 July 2019 1,500,000 (600,000) 900,000
HHAT —E-AFEANR
Other employees
Hittfgs
In aggregate 23 November 2011 2,128,779 (1,343,335) 785,444
CEll —E——Ft—H-+=H
20 August 2012 8,351,000 8,351,000
e AV By o =
8 July 2019 17,000,000 (4,862,320) 12,137,680
—E-NFEANR
Total 38,579,779 (7,525,655) 31,054,124
it
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SUBSTANTIAL SHAREHOLDERS' AND OTHER FERRRHEMATRAEQATRE K
PERSONS’ INTERESTS AND SHORT POSITIONS IN #HERPZEZR XS

THE SHARES AND UNDERLYING SHARES OF THE

COMPANY

As at 31 December 2020, the interests and short positions of substantial WRZZ-_ZF+-_A=+—H TERB(WIFES
Shareholders (not being Directors and the chief executive of the Company) — siAR RTTEAER ) AR R RIS BT AR EE (T
in the Shares and underlying shares of the Company or any of its associated ~— Ri&E%H RHIEEHIEXVED) 2 B RARREKO & - %
corporations (within the meaning of Part XV of the SFO) which were notified ~ BiRIEFES MG EHEXVIE2 N FEIHLAME
to the Company and the Stock Exchange pursuant to Divisions 2 and 3 of Part ~ ANQ R MEERET 2 S AR - WHERALR AIRE
XV of the SFO and required to be entered in the register maintained by the &% REISEHIE3I6EMEE S LMz ER AR
Company pursuant to Section 336 of the SFO were as follows: T

Approximate
percentage of
shareholding

as at
Name of Shareholder Class of Shares Long position  short position Capacity 31 December 2020
R-B-%F
+=—HA=+—-H
BRRKE, B8 R 525l o &1 ZRESHNEI
Talent Gain Developments Limited Ordinary 253,671,964 Beneficial owner and 19.37%
TR (note 1) Interest in controlled
(P &E1) corporation
BEREA ARZERR
Gl g
Digital China Holdings Limited Ordinary 253,671,964 Interest in controlled 19.37%
NS R AR LR (note 1) corporation
(PEE1) XN EER
Ideal South Limited Ordinary 80,000,000 Beneficial Owner 6.11%
Epil (note 2) BB A
(P&F2)
Wong Luen Hei Ordinary 129,705,000 Beneficial owner and 9.90%
= AL (note 2) Interest in controlled
(PifE2) corporation
BEREA ANRZERR
Gl
Fortune Value Investment Holdings 120,000,000 Beneficial Owner 9.16%
Limited (note 3) EnBAA
(P&E3)
Zhu Lemin 120,000,000 Interest in controlled 9.16%
REEEL (note 3) corporation
(P5E3) XN EER
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Notes:

Save
been
other

Such interests in the Company comprise: (1) 230,263,964 Shares held by Talent
Gain Developments Limited; and (2) 23,408,000 Shares held by and Unique
Golden Limited. Unique Golden Limited is wholly and beneficially owned by Talent
Gain Developments Limited, which in turn is wholly and beneficially owned by
Digital China (BVI) Limited and indirectly wholly and beneficially owned by Digital
China Holdings Limited, a company whose shares are listed on the Stock Exchange
(stock code: 861). Therefore, Talent Gain Developments Limited is deemed to be
interested in the Shares held by Unique Golden Limited, and each of Digital China
(BVI) Limited and Digital China Holdings Limited is deemed to be interested in the
Shares held by Talent Gain Developments Limited and Unique Golden Limited.

Ideal South Limited is wholly and beneficially owned by Mr. Wong Luen Hei.

Fortune Value Investment Holdings Limited is wholly and beneficially owned by
Mr. Zhu Lemin.

as disclosed above, as at 31 December 2020, the Company had not
notified of any interests or short positions of substantial Shareholders or
persons in the shares and underlying shares of the Company which are

required to be kept under Section 336 of the SFO.
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CONNECTED TRANSACTION/CONTINUING
CONNECTED TRANSACTION

The connected transactions of the Company are set out on page 70 in the
section headed “Management'’s Discussion and Analysis” in this report.

Save as the connected transactions disclosed in this report, all the related
party transactions as disclosed in note 45 to the consolidated financial
statement did not constitute connected transactions or continuing
connected transactions of the Company which are subject to the reporting,
announcement or independent shareholders’ approval requirements under
chapter 14A of the Listing Rules.

The transactions in note 45(a) to the consolidated financial statement were
provided under the service contracts of relevant management and thus were
all fully exempted pursuant to Chapter 14A of the Listing Rules.

The Company has complied with the disclosure requirements under Chapter
14A of the Listing Rules from time to time in respect of the aforementioned
connected transactions.

There is no continuing connected transactions undertaken by the Group
during the year ended 31 December 2020 which is subject to annual review
and disclosure requirements pursuant to Chapter 14A of the Listing Rules.
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MAJOR SUPPLIERS AND CUSTOMERS

The Group’s customers are mostly small and medium sized enterprises in the
PRC and certain well-known companies. The five largest customers of the
Group together accounted for less than 30% of the Group's total turnover for
the Year. Most of the Group's revenue is derived from B2B trading platform
and online products. The major customers of trading platforms include a
large number of small and medium sized enterprises and factories. The sales
contracts are entered according to orders. Online products mainly consist
of B2B member service and online advertising. The sale agreements have a
term of one or two years, which, depending on different contracts, shall be
renewed by the customers upon such sale agreements expired. As the price
of each online product is not significant and the online products are sold
to a large number of customers, each customer’s contribution towards the
Group's revenue is relatively small. Therefore, the Company merely relies on
individual customers.

The Group’s major suppliers are as follows: (i) the major suppliers of B2B
trading platform are large-scale factories and traders; (ii) the suppliers of
online products provide search engine and promotion services, allowing our
paid members to have a higher exposure of their products by getting more
search engine hits and promoting their products and achieving transactions.
The five largest suppliers of the Group together accounted for less than 30%
of the Group's total purchases for the Year. We currently have four search
product suppliers which are leading search engine providers like Baidu and
360 Search and the respective service contracts with them are renewed on a
yearly basis.

Save as disclosed in this report, none of the Directors, their associates or any
Shareholder (which to the knowledge of the Directors owns more than 5% of
the Company'’s issued share capital) has an interest in the major suppliers or
customers noted above.
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AUDIT COMMITTEE

The Company established the Audit Committee on 24 July 2003 with written
terms of reference based on the guidelines set out in “A Guide for Effective
Audit Committees” published by the Hong Kong Institute of Certified Public
Accountants.

The primary duties of the Audit Committee are to review and supervise the
financial reporting process and internal control procedures of the Group. The
Audit Committee comprises two independent non-executive Directors, Mr.
Zhang Ke and Ms. Qi Yan and a non-executive Director, Mr. Guo Fansheng.
Mr. Zhang Ke is the chairman of the Audit Committee.

The Audit Committee has reviewed with management of the Company
the accounting principles and practices adopted by the Group, the internal
control procedures, the annual results of the Company for the year ended
31 December 2020 and has met with external auditors and discussed the
financial matters of the Group that arose during the course of audit for the
year ended 31 December 2020. The Audit Committee held 3 meetings during
the year.

CODE ON CORPORATE GOVERNANCE PRACTICES

During the year ended 31 December 2020, the Company had complied with
the code provisions of the Code.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the
knowledge of the Directors, at least 25% of the Company total issued share
capital was held by the public as at the date of this annual report.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

Each of the Directors and their respective close associates (as defined in the
Listing Rules) has confirmed that none of them had any business or interest
in any company that materially competes or may compete with the business
of the Group or any other conflict of interests with the interests of the Group
during the year ended 31 December 2020.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive
Directors a written confirmation or an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules and the Company
considers the independent non-executive Directors are or have been remained
independent.

PERMITTED INDEMNITY

Pursuant to Article 167 of the Articles of Association of the Company, the
Directors and other officers of the Company shall be indemnified and secured
harmless out of the assets and profits of the Company from and against all
actions, costs, charges, losses, damages and expenses which they shall or
may incur or sustain by or by reason of any act done, concurred in or omitted
in or about the execution of their duty, or supposed duty, in their respective
offices. This indemnity shall not extend to any matter in respect of any fraud
or dishonesty which may attach to any of said persons. Such provisions were
in force during the financial year ended 31 December 2020 and remained in
force as of the date of this annual report. The Company has also arranged
appropriate directors and officers liability insurance in respect of potential
legal action against Directors and other officers.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of Association
of the Company, or the laws of the Cayman Islands, which would oblige the
Company to offer new shares on pro-rata basis to existing shareholders of the
Company.

PURCHASE, SALE OR REDEMPTION OF SECURITIES
Save for the Huijia Buy-back and as disclosed in this annual report, neither the
Company nor any of its subsidiaries had purchased, sold or redeemed any of
the shares of the Company during the year ended 31 December 2020.

AUDITORS

The financial statements have been audited by PricewaterhouseCoopers who
retire and, being eligible, offer themselves for re-appointment. There has been
no change in the auditors of the Company for the preceding three years.

By Order of the Board
HC Group Inc.
Liu Jun
Chairman

ong Kong, 25 March 2021
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Corporate Governance Report
/JE‘ 'M\Aﬁﬂ:

INTRODUCTION

Maintaining high standards of business ethics and corporate governance
practices has always been one of the Company’s goals. This corporate
governance report describes its corporate governance practices, explains the
applications of the principles of the Code on Corporate Governance contained
in Appendix 14 of the Listing Rules (the “Code"”) and deviations, if any.

CORPORATE GOVERNANCE PRACTICES

During the year ended 31 December 2020, the Company has complied with
the code provisions of the Code. The Company believes that by achieving high
standard of corporate governance, the corporate value and accountability
of the Company can be enhanced and the shareholders’ interests can be
maximised. The Board has continued to monitor and review the Company’s
progress in respect of corporate governance practices to ensure compliance.
Meetings were held throughout the year and where appropriate, circulars and
other guidance notes were issued to the Directors and senior management of
the Company to ensure awareness to issues regarding corporate governance
practices.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance functions
set out in code provision D3.1 of the Code. As at the date of this report, the
Board has reviewed and monitored: (a) the Company’s corporate governance
policies and practices; (b) training and continuous professional development
of directors and senior management; (c) the Company’s policies and practices
on compliance with legal and regulatory requirements; (d) the Company’s
code of conduct; and (e) the Company’s compliance with the Code disclosures
requirements.

DIRECTORS’ AND EMPLOYEES’ SECURITIES
TRANSACTIONS

The Company has adopted written guidelines regarding Directors’ securities
transactions on terms not less than the required standard of dealings as set
out in Appendix 10 to the Listing Rules. Having made specific enquiry of all
Directors, the Directors have complied with such code of conduct and the
required standard of dealings and its code of conduct regarding securities
transactions by Directors throughout the year ended 31 December 2020.

On 20 March 2006, the Board also adopted written guidelines on terms not
less than the required standard of dealings for relevant employees in respect
of their dealings in the securities of the Company. Prior to the adoption
of such an internal code of conduct regarding securities transactions by
employees, relevant employees who had in their possession of price-sensitive
information were formally briefed on the dealing restrictions in relation to
the securities of the Company at management meetings during the reporting
period.
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THE BOARD OF DIRECTORS

Composition

As at 31 December 2020 and as at the date of this report, the Board
comprises nine (9) Directors, of whom three are executive Directors, three
are non-executive Directors and three are independent non-executive
Directors. The participation of non-executive Directors in the Board provides
the Company with a wide range of expertise and experience, and plays an
important role in the work of the Board and brings independent judgement
on issues relating to the Company’s strategy, performance, conflicts of interest
and management process to ensure that the interests of all shareholders of
the Company have been duly considered. All Directors have given sufficient
time and attention to the affairs of the Company. Each executive Director
has sufficient experience to hold the position so as to carry out his/her duties
effectively and efficiently.

In full compliance with Rules 3.10(1) and (2), and 3.10A of the Listing Rules,
the Company has appointed three independent non-executive Directors, at
least one of whom has appropriate professional qualifications or accounting
or related financial management expertise. The Company has received from
each independent non-executive Director an annual confirmation of his
independence, and the Company considers such Directors to be independent
in accordance with each and every guideline set out in Rule 3.13 of the Listing
Rules.

Pursuant to the Code, the Board adopted a board diversity policy (the “Board
Diversity Policy”). The Company recognises the benefits of diversity of Board
members, and will ensure that the Board has a balance of skills, experiences
and diversity of prospect appropriate to the Company’s business need
prospectus.

The Board as at 31 December 2020 comprised:
Executive Directors
Liu Jun (Chairman), Zhang Yonghong (Chief Executive Officer), Liu Xiaodong

(President)

Non-executive Directors
Guo Fansheng, Sun Yang, Lin Dewei

Independent non-executive Directors
Zhang Ke, Zhang Tim Tianwei, Qi Yan

All independent non-executive Directors are identified as such in all corporate
communications containing the names of the Directors.

There is no financial, business, family or other material/relevant relationship
among any members of the Board.
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Board meetings and general meetings

The Board meets in person or through other electronic means of
communication at least four times every year. At least 14 days’ notice of
all board meetings were given to all Directors (unless waived in accordance
with the Articles of Association of the Company), who were all given an
opportunity to include matters in the agenda for discussion. The Board
secretary of the Company (the “Board Secretary”) assists the Chairman in
preparing the agenda for the meeting, and ensures that all applicable rules
and regulations regarding the meetings are observed. The meeting agenda
and accompanying board papers are sent to all Directors prior to meetings.
During the financial year ended 31 December 2020, 7 Board meetings and
1 general meeting were held and the attendance record of the meetings by
each Director is as follows:

Attendance
General
Meetings

Board
Meetings

Executive Directors

Liu Jun 717 171
Zhang Yonghong 717 11
Liu Xiaodong 717 11

Non-executive Directors

Guo Fansheng 5/7 0/1
Li Jianguang 4/4 171
Sun Yang 6/7 1Al
Lin Dewei 3/3 N/A

Independent non-executive Directors

Zhang Ke 717 11

Zhang Tim Tianwei 717 11

Qi Yan 6/7 1/1
Notes:

(1) Two general meetings of the Company were held during the financial year ended
31 December 2020.

(2)  Non-executive Directors (including independent non-executive Directors) have
been invited by the Company but some of them were unable to attend the
general meetings held during the year due to other engagements. The non-
executive Directors actively participates in the Board and will attend the general
meetings of the Company if possible.

(3)  Board meetings at which relevant Director is required to abstain pursuant to the
Listing Rules and/or the Articles of Association of the Company are excluded.
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During regular meetings of the Board, the Directors discuss and formulate the
overall strategies of the Company, monitor financial performances and discuss
the annual and interim results, set annual budgets, as well as discuss and
decide on other significant matters.

The Board Secretary records the proceedings of each Board meeting in detail
by keeping detailed minutes, including all decisions made by the Board
together with concerns raised and dissenting views expressed (if any) in the
meeting. Drafts of board minutes are circulated to all Directors for comments
and approval as soon as practicable after the meeting. All minutes are open
for inspection at any reasonable time on request by any Director. All Directors
have access to relevant and timely information at all times as the Chairman
ensures that management will supply the Board and its committees with all
relevant information in a timely manner. The Directors acknowledge their
responsibility for preparing the accounts and statement.

Delegation by the Board

The Company has set out the respective functions and responsibilities reserved
to the Board and those delegated to management. The Board delegates day
to day operations of the Group to executive Directors and senior management
while reserving certain key matters for its approval. The Board is responsible
for the approval and monitoring of the Company’s overall strategies and
policies; approval of business plans; evaluating the performance of the
Company and oversight of management. It is also responsible for promoting
the success of the Company and its businesses by directing and supervising
the Company'’s affairs.

Decisions of the Board are communicated to the management through
executive Directors who have attended the board meetings.

INDUCTION AND PROFESSIONAL DEVELOPMENT

Newly appointed Directors will receive guideline and reference materials to
enable them to familiarise with the Group’s business operations and the
Board'’s polices.

Directors are encouraged to participate in continuing professional
development to develop and refresh their knowledge and skills. The Company
has circulated to Directors training materials relevant to the directors duties
and responsibilities and prepared a training record and the Directors have
reviewed the training materials.
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During the reporting period, all Directors have participated in continuous
professional development by attending training courses or reading relevant
materials on the topics related to corporate governance and regulations, and
the individual training record is summarised below:

Attending seminar(s)/
relevant materials

Executive Directors

Liu Jun YES
Zhang Yonghong YES
Liu Xiaodong YES

Non-executive Directors

Guo Fansheng YES
Sun Yang YES
Lin Dewei YES

Independent non-executive Directors

Zhang Ke YES
Zhang Tim Tianwei YES
Qi Yan YES

Term of Appointment and Re-election

Under the code provision A.4.1, non-executive Directors should be appointed
for a specific term, subject to re-election. Each of the existing non-executive
Directors, namely Mr. Guo Fansheng, Mr. Li Jianguang, Mr. Sun Yang, Mr.
Zhang Ke, Mr. Zhang Tim Tianwei and Ms. Qi Yan was appointed for a
fixed term of one year, subject to rotation and/or re-election at the annual
general meeting of the Company, as specified by the Articles of Association
of the Company. Under the code provision A.4.2, all directors appointed to
fill a casual vacancy should be subject to election by shareholders at the first
general meeting after their appointment and every director, including those
appointed for a specific term, should be subject to retirement by rotation at
least once every three years.

On 10 November 2006, a special resolution was passed by the shareholders
of the Company to approve the amendments to the Company’s Articles of
Association to ensure compliance with the Code. Pursuant to the amended
provisions of the Articles of Associations of the Company, any Director
appointed by the Board shall hold office only until the next following general
meeting of the Company (in the case of filling a casual vacancy) or until
the next following annual general meeting of the Company (in the case of
an addition to the Board), and shall then be eligible for re-election at that
meeting. At each annual general meeting, one-third of the Directors for the
time being (or, if their number is not a multiple of three (3), the number
nearest to but not less than one-third) shall retire from office by rotation,
provided that every Director (including those appointed for a specific term)
shall be subject to retirement by rotation at least once every three years.

103

REEHRE  2REECEBHERIRERMET
REHLEER MOAR A R 2 IR 2 B R
& - miERE IR SR T

HEEE
HERAM

BITES

2= P

SRoKAL &

2R P

FBTES

BRE =

HAF =

NFE &

BYFHITES

R 2

FARIE b

EE:S i
EHMEER

RETREXAANVGIRE @ JFRITES 2R ERE
BEMEH WA TER - SREFRTER(IDR
A FEREE  FERE  RRAELE  RRE
TEERBHRL L) BZE-F2BEED  TREA
RAEHERARNZRERARBRTBAFAEG L&
FRERERE o TANGXAL2E0E IR
ERERERMEZEZETRERIZERZER
ERERAE EESRRER MEER(REFREME
HrER)ARIE=FRESE X -

RZFERF+—ATH  RAATRRBBEHIRE
2 BT ARRIERMB - HERESTTH o 1R
EARNFMEMERARZRERIIEX BEZGE(E
ZEEIHMEEARR TERRAG E(EMZERZ
BAT)REEZARA TEERRBFAG (RIGNE
EGRMLZBEAT)  HEERSERNZAGERE
F-EBERRBFAGL ER=DZ2&E=F

(FHAHABALIE=3) 2 B8 BIAREAER IR =
’\Z*Z/\%U%E)/A?{E%aﬁ R ER(RIERE
EERREZER)VARIB=FHESRE K-

EREMBERAT 2020 Fi




104

Corporate Governance Report
SEERRE

CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

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

The Chairman is responsible for ensuring that the Board functions effectively
and smoothly. In doing so, the Chairman ensures that good corporate
governance practices and procedures are established and followed, and that
all Directors are properly briefed and have received all relevant information
prior to each meeting.

The Chairman is responsible for overseeing the implementation of corporate
strategies of the Company. The chief executive officer of the Company is
responsible for overseeing the day-to-day operations of the Company.

REMUNERATION COMMITTEE

The Remuneration Committee was established on 20 March 2006. As at
31 December 2020 and as at the date of this report, the chairman of the
Remuneration Committee is Mr. Zhang Ke (independent non-executive
Director) and other members include Mr. Liu Jun (executive Director), Mr. Sun
Yang (non-executive Director), Mr. Zhang Tim Tianwei (independent non-
executive Director) and Ms. Qi Yan (independent non-executive Director).

During the year, the Remuneration Committee was responsible for
formulating and recommending the Board in relation to the remuneration
policy, determining the remunerations of executive Directors and members
of the senior management of the Company, and reviewing and making
recommendations on the Company’s share option scheme and share award
scheme, bonus structure, provident fund and other compensation-related
issues. The Remuneration Committee consulted with the Chairman and/or the
chief executive officer of the Company on its proposals and recommendations.
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The Remuneration Committee is provided with other resources enabling it
to discharge its duties such as the access to professional advice if and when
necessary. For the financial year ended 31 December 2020, the Remuneration
Committee held 1 meeting. The individual attendance record of each member

is as follows:
Members Attendance
Liu Jun 1M1
Zhang Ke 11
Zhang Tim Tianwei 11
Qi Yan 1/1
Sun Yang 171

Full minutes of the Remuneration Committee’s meetings are properly
kept by the Company. In line with practices consistent with meetings
of the Board and other committee meetings, draft and final versions of
Remuneration Committee meeting minutes are circulated to all members of
the Remuneration Committee for comments, approval and record as soon as
practicable after each meeting.

At the meetings of the Remuneration Committee held in the period under
review, the members of the Remuneration Committee have reviewed the
Group’s remuneration policy and discussed the remuneration packages of
Directors and senior management for the forthcoming financial year.

The emoluments of the Directors and the management are determined based
on the operating results of the Company, individual performance and/or
prevailing market conditions. The Company has also adopted the share option
scheme and share award scheme as an incentive to Directors and senior
management.
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NOMINATION COMMITTEE

With effect from 20 March 2012, the Company established the Nomination
Committee and written terms of reference of the Nomination Committee
have been adopted. As at 31 December 2020 and the date of this report, the
chairman of the Nomination Committee was Mr. Liu Jun (executive Director)
and other members include Mr. Zhang Ke (independent non-executive
Director) and Mr. Zhang Tim Tianwei (independent non-executive Director).
The Nomination Committee is responsible for reviewing the structure,
size, diversity and composition of the Board, identifying individual suitably
qualified to become Board members, selecting or making recommendation
to the Board on selection of individuals nominated for directorship, assessing
the independence of independent non-executive Directors and making
recommendation to the Board on the appointment or reappointment of
Directors and succession planning for Directors. During the year ended 31
December 2020, the Nomination Committee also reviewed the structure and
composition of the Board.

In August 2013, amendments to the written terms of reference of the
nomination committee have been adopted. In deciding the composition
of the Board, the Company will consider the Board diversity from various
perspectives, including but not limited to sex, age, cultural and academic
background, race, professional experience, skills, knowledge and terms of
services.

Board nomination policy

The Company has also adopted a Directors nomination policy (“Nomination
Policy”) in compliance with the Code, which establishes criteria and
procedures for the Nomination Committee to identify and consider individuals
suitably qualified to become Board members and make recommendations
to the Board on the selection of individuals nominated for directorships with
reference to the formulated criteria. The Board is ultimately responsible for
selection and appointment of new Directors.

The Board, through the delegation of its authority to the Nomination
Committee, has used its best efforts to ensure that Directors appointed to
the Board possess the relevant skills, experience and diversity of perspectives
critical to the Group’s business to enable the Board to make sound and well
considered decisions.

Nomination Process

When receiving the proposal to appoint a new Director, the Nomination
Committee shall (i) assess the candidate with reference to the selection criteria
as set out in the Nomination Policy to determine the eligibility of the candidate
to serve as a Director; (ii) if there are more than one desirable candidates, rank
them in accordance with the needs of the Company and the merits of each
candidate; and (iii) make recommendations to the Board on the appointment
of a suitable candidate to serve as a Director (if applicable).
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When a retiring Director, being eligible, offers himself for re-election, the
nomination committee shall (i) review the overall contribution and services
of the retiring Director and the performance and level of participation of the
retiring Director; (i) assess whether the retiring Director satisfy the selection
criteria as set out in the Nomination Policy; and (iii) if considered appropriate
make recommendations to the Board, which may make a recommendation to
the Shareholders to re-elect the retiring Director at a general meeting.

Selection Criteria

The Nomination Committee will take into account the Board Diversity Policy, a
candidate’s: (i) character (in terms of his/her honesty, integrity, motivation or
reputation); (i) merits (in terms of his/her qualifications (including professional
qualifications)), skills, knowledge, accomplishment and experience related to
the business and strategy of the Company and the diversity in gender, age,
ethnicity, length of service and skill set of the Board in accordance with Board
Diversity Policy of the Company); (iii) business expertise; (iv) whether sufficient
time can be devoted to properly discharge its duties as a member of the Board
and a member of the board committees; and (v) his/her independence (if an
independent non-executive director is being considered).

As at the date of this report, the Board comprises nine Directors, including
three executive Directors, three non-executive Directors and three independent
non-executive Directors, who come from diversified professional and
education backgrounds and one of them is a woman. The Company considers
that the Board possesses a balance of skills, experience, expertise and diversity
of perspectives appropriate to the requirements of the Company’s business.
The Nomination Committee had reviewed the diversity of the Board during
the year ended 31 December 2020 and will continue to review the Board
Diversity Policy from time to time to ensure that the Board Diversity Policy is
implemented effectively.

The Board shall review and reassess the nomination policy and its effectiveness
on a regular basis or as required.

For the financial year ended 31 December 2020, the Nomination Committee
held 2 meetings. The Individual attendance record of each members is as
follows:

Members Attendance

Liu Jun 2/2
Zhang Ke 2/2
Zhang Tim Tianwei 2/2
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AUDIT COMMITTEE AND ACCOUNTABILITY

Management of the Company provides all relevant information and records
to the Board enabling the Board to make assessment and to prepare the
financial statements and other financial disclosures. In full compliance with
Rules 3.21 and 3.23 of the Listing Rules, the audit committee of the Company
("Audit Committee”) was established in July 2003 and is currently chaired by
Mr. Zhang Ke (independent non-executive Director). Other members of the
Audit Committee include Ms. Qi Yan (independent non-executive Director)
and Mr. Guo Fansheng (non-executive Director).

During the year, the Audit Committee’s primary duties include ensuring the
Company'’s financial statements, annual and interim reports, and the auditor’s
report present a true and balanced assessment of the Company’s financial
position; reviewing the Company'’s financial control, internal control and risk
management systems; and reviewing the Company’s financial and accounting
policies and practices.

The Audit Committee is provided with sufficient resources enabling it to
discharge its duties. For the financial year ended 31 December 2020, the
Audit Committee held 3 meetings. The individual attendance record of each
member is as follows:

Members Attendance

Zhang Ke 3/3
Li Jianguang 2/2
Qi Yan 2/3
Guo Fansheng 171

The Audit Committee has reviewed with management of the Company
the accounting principles and practices adopted by the Group, the internal
control procedures, the financial results of the Group during the year ended
31 December 2020 and met with external auditors and discussed the financial
matters of the Group that arose during the course of audit during the year
ended 31 December 2020. In the opinion of the Audit Committee, there
are no material uncertainties relating to events or conditions that may cost
significant doubt on the Group’s ability to continue as a going concern. There is
no disagreement between the Board and the Audit Committee regarding the
selection, appointment, resignation or discussion of the external auditors.

Full minutes of all Audit Committee meetings are properly kept by the
Company. In line with practices consistent with meetings of the Board and
other committee meetings, draft and final versions of Audit Committee
meeting minutes are circulated to all members of the Audit Committee for
comments, approval and record as soon as practicable after each meeting.

HC GROUP INC. ANNUAL REPORT 2020

ERZESHHE
ARRERERNZEFSREMEABENRTLEE - 5
FEFSEITEUARRMHERE AT BREE
o BFREDEBT EMRAIE3I21K3.231K - AR %A
—EE=FLARUEREZEG((EREEE]) -
AR A E (BN IERTES) BEER - %ﬁ?;
G HMKEBIEMHELTBYIERTES)RIA
EEREGETESR) -

FRN - BREEGZIEREDERRADRZHE
HE - FRETPHREARZEMBEEAELATHE
FIARRNT 2RI - A AR R Z IS EE ~ EB
ERRRBRERSE  MRNAR A ZH B RERTR
FRARER -

EREERRARHERNBITERE -#2—%

“ZE+ A=+ BUHBRFE  BERZEEHE
TZREH - EREZHRERENT

24= HERE
K7 3/3
TN 2/2
B 2/3
ZBAE 1/1

EREEGDHEARAEEE - fﬁ%ﬁﬁ$%l%iﬁﬂ2
L ﬂ? WEER  AREEREFUARASEERE

ZET A=+ -RUEFEZMBEE - URESN
Hﬂ?ﬁﬁlﬁﬂiﬁﬁlﬁ RABE T EF+ A=+ —
HIEFEETERMRER 2 AEBPHEIER - B
ZEERA  BEEATHEFEHRIER - AR
SEFBELEENBRELS - EFEREREZE W
MAINEZ BN 2 R BT BHEIREEF
e

A,-
A
=
z B8

ARAZBRFEREZEGZ B
%A&Em*é@@%z ) - =
ERkEREREERGHERNER
EREREZZRENEEH LM’E%%
NEosk 2z -

o8k - RIBE
’.;’.;Eﬁzﬂﬁ

BRATER
HE %3

—\\ \



Corporate Governance Report
SEEARRE

The Directors’ responsibilities for the financial statements and the
responsibilities of the external auditors to the shareholders are set out on
pages 114 to 122 of this report.

AUDITOR’S REMUNERATION

The Audit Committee is responsible for considering the appointment of
the external auditors and reviewing any non-audit function performed by
external auditors, including whether such non-audit functions could lead to
any potential material adverse effect on the Company. The Group's external
auditor is PricewaterhouseCoopers. The remuneration paid or payable to the
external auditor of the Group in relation to the year ended 31 December 2020
comprised fees for audit services of HK$6,350,000 and non-audit services of
HK$1,400,000.

COMPANY SECRETARY

The Company engages an external service provider to provide company
secretarial services and Ms. Kwong Yin Ping Yvonne is appointed as the
Company Secretary. The primary contact person in the Company for Ms.
Kwong in relation to corporate secretarial matters is Mr. Lu Qingguo, the
Board Secretary and the General Counsel of the Company.

Ms. Kwong Yin Ping Yvonne has complied with Rule 3.29 of the Listing Rules
in relation to the professional training requirements during the year ended 31
December 2020.

SENIOR MANAGEMENT REMUNERATION

Senior management remuneration by band
The emoluments fell within the following bands:

HKD2,000,001 to HKD2,500,000
2,000,0017& 7T 22,500,000/ 7T
HKD2,500,001 to HKD3,000,000
2,500,001 7T 23,000,000/ 7T
HKD3,000,001 to HKD3,500,000
3,000,001 7T 23,500,000/ 7T
HKD5,000,001 to HKD5,500,000
5,000,001 725,500,000/ 7T
HKD5,500,001 to HKD6,000,000
5,500,001 726,000,000/ 7T
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for maintaining sound and effective risk management
and internal control systems for the Group to safeguard the Company’s
assets and shareholders’ interests, as well as for reviewing such systems’
effectiveness. The Board conducts review of the Company’s internal control
systems annually, covering financial, operational and compliance controls and
risk management functions. In such review, the Board has considered factors
such as changes since the last review; scope and quality of management’s
monitoring of risks; incidence of significant control failings and weaknesses
identified; and effectiveness relating to financial reporting and compliance
with the Listing Rules.

On 28 December 2015, the Company adopted the new terms of reference of
the Audit Committee in accordance with the amendments to the Corporate
Governance Code and Corporate Governance Report made by the Stock
Exchange, which is applicable to the accounting period beginning from 1
January 2016. In addition, the Company set up a Group Audit Department in
order to enhance the internal control and risk management of the Company.

Each year, external auditors will also report on issues in the Group's internal
control and accounting procedure which have come to their attention during
the course of their audit, if any.

The Audit Committee periodically considers the risk management and internal
control issues raised by the Company’s management, if any. The Audit
Committee will then review the remedial plans proposed by the management
in addressing the issues and will then be submitted to the Board for
consideration.

For the year of 2020, having reviewed the effectiveness of the internal control
systems, no critical internal control issues have been identified and the internal
control systems is considered effective and adequate.
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DIVIDEND POLICY

Pursuant to provision E.1.5 of the Code, the Company should have a policy
on payment of dividends.

The Board has adopted a dividend policy (the “Dividend Policy”) to enhance
the transparency of dividends distributed by the Company and to facilitate the
Shareholders and potential investors to make informed investment decisions.

There is no guarantee or assurance that dividends of any amount will be
declared or distributed in any given period and the Company does not have a
predetermined dividend payout ratio.

The declaration, payment and form of dividends is at the absolute discretion
of the Board, and the final dividend to be declared shall be subject to the
approval of the Shareholders, memorandum and articles of association (the
“Articles”) of the Company, the laws of Cayman Islands, any other applicable
laws and regulations and the provision of this Dividend Policy.

The Board in determining the level of dividends will consider factors including:

1. distributable profits;

2. earnings;

3. current financial position;

4. capital requirements and expense planning;

5. past financial performance;

6. past and forecasted cash flows;

7. business status and strategies;

8. future operations and profitability;

9. shareholder interests; and

10. restrictions on dividend payments (including contractual restrictions,

such as restrictions stipulated in any financing agreements).

Subject to Shareholders’ approval at a general meeting and to the relevant
laws and regulations of the PRC, any applicable rules and regulations, the
Articles and after consideration on the factors above, the Company may
also declare interim dividends, final dividends, special dividends and/or any
distributions that is considered appropriate by the Board in addition to the
annual distributions.

The Board will review the Dividend Policy from time to time.
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INVESTOR RELATIONS

The Company discloses all necessary information to the shareholders in
compliance with the Listing Rules. The Directors host the annual general
meeting each year to meet the shareholders of the Company and answer their
enquiries (if any). The Directors make their efforts to attend annual general
meetings so that they may answer any question raised by the shareholders of
the Company.

Save as disclosed in this report, there is no significant change in the
memorandum of association and articles of association of the Company
during the year ended 31 December 2020.

The proceedings of the annual general meetings are reviewed from time
to time to ensure the Company conforms to the best practices regarding
corporate governance.

The Company also communicates with its shareholders through its annual,
interim and quarterly reports. The Directors, company secretary or other
appropriate members of senior management also respond to inquiries from
Shareholders and investors promptly.

A Shareholders’ communication policy was reviewed and updated on 20
March 2012 to comply with code provision E.1.4 of the Code.

Procedures for Directing Shareholders’ Enquiries to the
Board

Shareholders may at any time send their enquiries and concerns to the Board
in writing through the Investor Relations Department of the Company whose
contact details are as follows:

7/F, Tower A1, Junhao Central Park Plaza
No. 10 Chaoyang Park South Road
Chaoyang District

Beijing 100026

The People’s Republic of China

Email: ir@hcgroup.com

Tel No: (8610) 6592 0059

Fax No: (8610) 6592 0068

Investor Relations Department of the Company handles both telephone and
written enquiries from Shareholders from time to time.

Shareholders’ enquiries and concerns will be forwarded to the Board and/or

relevant Board Committees of the Company, where appropriate, to answer
the Shareholders’ questions.
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Corporate Governance Report
SEEARRE

Shareholders’ right to convene an extraordinary general
meeting

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

Procedures for putting Forward Proposals at General
Meetings by Shareholders

Pursuant to Article 88 of the Articles of Association, no person other than a
Director retiring at the meeting shall, unless recommended by the Directors
for election, be eligible for election as a Director at any general meeting
unless a notice signed by a Member (other than the person to be proposed)
duly qualified to attend and vote at the meeting for which such notice is given
of his intention to propose such person for election and also a notice signed
by the person to be proposed of his willingness to be elected shall have been
lodged at the head office or at the Registration Office provided that the
minimum length of the period, during which such notice(s) are given, shall
be at least seven (7) days and that the period for lodgement of such notice(s)
shall commence no earlier than the day after the dispatch of the notice of the
general meeting appointed for such election and end no later than seven (7)
days prior to the date of such general meeting.

The procedures for Shareholders to propose a person for election as a Director
is posted on the Company’s website at http://www.hcgroup.com.

113

BRRBRBRREBIAE 2R

REEBERMAESRE EFEUNBEERKRR
FRIRE - REXERERABBE T DRITHAR
AIRRASFRREZ AR EGIRA+D 2 — 2R
— B FRE - RERRESEERESEHAT
WEBRHEMER  UAEREZGARBRFTIAE
BEABERAMITIRAZEMNEER  BERAEER
ERXEAEFZRQMEARETT - HNEIERR
ZH-QNEREEERECTHRAT  EXERAL
AABEREAETTARERAE - EXERALREE
EeREORAREMELZMEARERRHALR
ERZERALER -

BRRRBRAE LREEBEZERF

RIBEMZIZMAFE8IK - IRIFRESHESRER
BRGE BREEFS - BEECAALESERNEM
PERAEL2REE  BRIFHEARERBEERSL
RE LIREZBRR(LIERBEAL)RERSE - HR
RRRRBRZATREZER - B9 AERBA
ITHREFRE  XPRELE AEREAEENTE
BEBFERCE ZFBRELREASHREAZD
A - MEXZFEEZHH BT ERZ RN
BEZBRRAGBE HPRAZTERNZBRRAGE
TEHAE@BLE -

BREEZZAZRZ2EEZ 2 REFREARABL
http:/Avww.hcgroup.comTIJ&

EREMBERAT 2020 Fi



114

Independent Auditor’s Report
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Independent Auditor’s Report
To the Shareholders of HC Group Inc.
(incorporated in the Cayman Islands with limited liability)

OPINION

What we have audited

The consolidated financial statements of HC Group Inc. (the “Company”) and
its subsidiaries (the “Group”) set out on pages 123 to 312, which comprise:

e  the consolidated statement of financial position as at 31 December
2020;

e the consolidated statement of comprehensive income for the year then
ended;

e the consolidated statement of changes in equity for the year then
ended;

e the consolidated cash flow statement for the year then ended; and

. the notes to the consolidated financial statements, which include a
summary of significant accounting policies.

Our opinion

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.

PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Independent Auditor’s Report
B ZBENERE

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 believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA’s Code of
Ethics for Professional Accountants (“the Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code.

KEY AUDIT MATTERS

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

Key audit matters identified in our audit are summarised as follows:
o Impairment assessment of goodwill and other intangible assets

o Measurement of expected credit losses on loans to customers
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KEY AUDIT MATTERS (continued)

Key Audit Matter

BEEBIE

ARETEE®

How our audit addressed the Key Audit Matter
BRANETTOAEEREETSE

Impairment assessments of goodwill and other intangible
assets

MERHEGEREERENMG

Refer to note 2.12, note 4.1(a) and note 20 to the consolidated
financial statements.

SRR I TEER A2 12 ~ B15E4.1(a) R B1:£20 -

The Group’'s goodwill and other intangible assets were
allocated to eight cash-generating units “(CGUs"), namely (i)
anti-counterfeiting products and services; (ii) online services
— B2B2C business; (iii) online services — garment industry; (iv)
integrated marketing and advertising services; (v) financing
services; (vi) trading services — cotton industry; (vii) electronic
appliance e-business; and (viii) new technology retails solution.
EEECEEREMBEEEE S EE/\EREEEEM([]R
SEAEMN]) - B)HEDRRT (i) LR% —B2B2C
(AR BRI — BREATE - (WBEEHEESERS © (vE
BRS¢ (vi)R RIS —RIETTEE ¢ (viERRE T ¢ R (viii)
BT ERRT R -

As described in the accounting policies in Note 2.12 to the
consolidated financial statements, the Group is required to,
at least annually, test goodwill for impairment; and for other
intangible assets, the Group is requried to test for impairment
when there are impairment indicators.

MINE SRR M 2122 GFTECR PRt - ESEERED
BFERBBETHRENS  MERHEMEBEEENS - &%
EARNFERETRE @ ETREN

Management performs the impairment assessments, with
support from external valuers, and determines the recoverable
amount of each CGU by using value in use calculation
("VIU”"). These assessments involved significant management
judgements and estimates in the determination of valuation
model and the application of assumptions in the model,
including forecast revenue growth rate, gross profit margin,
terminal growth rate, and cost of equity for discount rate used
in the projection period.

ESNERERD 2 BN T - BREEITRE G IRERAEEE
AE(EREBEDETEEReELEMLZ AIKO&E - 25
FHE S RE R B E TE L E R R ZAE R A PR B e R
BRI R - BENTEAEEMA 2 BAEE R AL R
EEME  RERERERMREEZ KR

In the evaluation of management’s impairment assessments
over the goodwill and other intangible assets balance, we have
performed the following:

RAHEE TR EH B8 N A B & E AT E R E R (AR
BMEEITATIME

e  Evaluated the composition of the Group's future cash
flow forecasts in developing the VIU calculations of all
the CGUs, and the process by which they were drawn
up, including testing the underlying calculations and
comparing the forecasts to the latest budgets approved
by the board of directors;

o B BERERMARSELBLETEREEETHE
ZARKB e mETER 2 BRE D R EKHE 2 B2 - B

AR E SR RE RS E 2 S REIFLL

g

° Understood the impairment triggering events through
discussions with management and corroborated
management’s assessment with supporting

o FRHETBENRIAZBIEEERE 2L  BRE
BHBERE B

e Assessed the key assumptions including the revenue
growth rate and gross profit margin in the forecast with
reference to management’s development plans and past
results of operation of the CGUs;

e SEEBEEERABNRIELABEMIBELE:
B AMEFENE2RE - BEEAZHEWABRE
RERE

e Assessed the discount rate used in the forecast by
comparing to relevant external sources of market data
with the assistance of our internal valuation specialists;

e FBRAMEEERZME - LBUIER SN T IS BUR K
R FHETRRIPT A 2 BRI
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KEY AUDIT MATTERS (continued)

Key Audit Matter

BRETER
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RRETEE e

How our audit addressed the Key Audit Matter
RANET N AR ERRETSE

As a result of the impairment assessment, the Group
recognised impairment for the goodwill and other intangible
assets over (i) online services — garment industry CGU, (ii)
integrated marketing and advertising services CGU and (iii)
financing services CGU of RMB37,645,000, RMB47,185,000
and RMB540,693,000 respectively.

MRETRERNE - EREROKLRE -RETEZR
TELEM - (VEA %ﬁﬁ&%%ﬂ&ingﬁi\ﬁiﬁ{i&(iii)

MERBZREESBEVERADEREMELEERE -
Bl A& A B ¥ 37,645,000 7T AE%47,185,0007E&/\E%
540,693,0007T °

For the online services of garment industry CGU and integrated
marketing and advertising services CGU, due to fierce
competition in the e-commerce industry and the outbreak of
COVID, the business transformation plans in these two CGUs
cannot be implemented successfully as expected, leading to
a substantial decline in the revenue as compared to the prior
financial budget. For financing services CGU, due to stricter
regulatory requirement and uncertainties in pose, the Group
revised the financial budgets after considering the revised
business development plan, working capital injection plans,
products offering and other risk factors faced by the financing
services sector.

PARE fT%%?LH&J%ZL%@FE v é*’é%ﬁ&ﬁ‘iﬁ&ﬁ%z
REeELBEMMT - AREHITERF AR COVIDIRE -
EEIEEE&%FEEMZ%?%@?AEJ@ REEWTEERAK N E I - &réﬁl
WABBREMBIEERIE T - EERB 2 REEEEMLM
T BHREEREEMEERFETREER - EXEZE
§Ji§1 RIEBERE - S EERTENE  EnfUERFE

el bR EE - EREEERVHRE -

After the impairment losses recognised during the year,
the Group had goodwill and other intangible assets of
RMB1,506,825,000 and RMB320,350,000 respectively as at
31 December 2020. Management concluded that no further
impairment would be necessary

RENERRERBEE R_ZE_TF+_A=+—H8 &
SEZBHERAMELEED %IJJ%/\EW 506,825,0007T &
AR #£320,350,0007T « ERERABAELHE—HRE -

We focused on this area because the size of impairment

losses recognised during the year was significant and the

management’s impairment assessments involved significant

judgements and estimates.

BFIZENULEES - RN ANFERIZRESES
RE RTdRIE P & B 3% B /Y S K M st -

CEEER

e Evaluated management’s sensitivity analysis on key
assumptions to which recoverable amount are most
sensitive; and

o EEBREUMAFEYHAKECEERTEETER
RFTET 2 BURREDMN - R

e Assessed the competency, capabilities and objectivity
of the independent external valuer engaged by
management.

o FEBBEZREZEIINE
NAGEE o

SEEMEEAER - Bt

We found management’s judgements and estimates applied
on the impairment assessments in respect of the goodwill and
other intangible assets were supported by available evidence.
BMRRERERAEREAMELEEMEREHEHE &
HETIS BRI -
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KEY AUDIT MATTERS (continued)

Key Audit Matter

RREITER

RREETEE e

How our audit addressed the Key Audit Matter
EPNFAOAEEREREASE

Measurement of expected credit losses on loans to
customers

EFENEBEEFEHE

Refer to note 3.1(b)(iii), note 4.1(e) and note 22 to the
consolidated financial statements.

BALIE IR IRZNI L 3.1()i) - HT7E4. 1) RHTiE22 »

As at 31 December 2020, the Group had gross loans to
customers of financing services business of RMB1,601,442,000
and loss allowance of RMB184,149,000 was recognised.
RIZZEZTFF+A=+—H " ESEERTREREES
BEZ2EAANRE,601,442,0007T © I O REREBIEEEA
R #184,149,0007T °

HKFRS 9 requires the Group to apply a forward-looking
expected credit losses (“ECL") approach. The measurement
of ECL requires the application of significant judgement
and increased complexity which include the identification of
exposures with a significant deterioration in credit quality, and
assumptions used in the ECL models.
BEAUBRMELERESRE R BEEEFEAAIREEREES
BFEBMEEBEDZE - BHEEEBZIEFEZEREAA
B EmzEit  BRBMNEEEREER AR NNIE
HEEERRAMA KRR -

We focused on this area as to the size of the balance of
loans to customer is significant to the consolidated financial
statements and the measurement of ECL involved significant
judgements and estimates.

BPIFTRULEES - DEREFPEREHR SN A M BERK
PREX  MEMEEEEZEPRERAE LM -

In the evaluation of management’s measurement of ECL on
loans to customers, we have performed the following:
RTEEREHEFERCENEEBET 2K - RMISET
IATNZRF

. Understood, evaluated and validated the design,
implementation and operating effectiveness of key
internal controls over the approval, recording and
monitoring of loan receivables;

o BERE - TEUWRIBEBME  LHEREZEKERHE
NEBIE S 2 BT B RIE R

° Understood, evaluated and validated the design and
operating effectiveness of the controls over measurement
of ECL of loan receivables, which relate to management’s
identification of loss stages and estimation of the amount
of provisions;

o BB HEVRBRUEFEPEEEETEEH 2R
FTRGEVERRR - HO KRB TR E 4 5 B 1R R B A R B
SEEELRLE

e  Obtained and evaluated management’s assessment on
the expected credit loss allowance of loan receivables,
and assessed the reasonableness of the expected loss
rates. We corroborated and validated management’s
assessment based on the historical settlement pattern
from past years and market research regarding the
relevant forward-looking estimate;

e MERIABEREEMREBWENRAHEEBHERB T
& WHHERBEE 2 A8 - RIIRBATFEZ
Bk mE A REARRAATIE L (R st 2 ST - BRE
ZEERRE 2 A
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KEY AUDIT MATTERS (Continued) ARETEEe

Key Audit Matter

How our audit addressed the Key Audit Matter

BTN AR EBEETER

. Carried out procedures, on a sample basis, to test the
accuracy of the aging of loan receivables as at the
reporting date used in management’s assessment;

o DB FXNITIER - ARABEERENGPAMARSRER
2 W E R AR e 2 ZEHENE

BAREEITER

. For forward-looking measurement, we assessed the
appropriateness of economic indicators selection,
economic scenarios and weightings application; and
assessed the reasonableness of the estimate by comparing
them with industry data; and

o  FBIEMFEME - RMFGLCERERERE  CERR
NOnERA 2 2B - BB EITEBIBET B ATk
etz &l &

° Checked major data inputs used in the expected credit
loss models on sample basis to the Group's record.

e H BREREMERESEHEEEERAMERNET
ZHIEBA °

We found the judgements made by the management in
relation to the measurement of ECL of loans to customers were
supported by available evidence.

ZMRR EREREFPEREMEEEEASEL 2 HEYE
BRI ©

OTHER INFORMATION

The directors of the Company are responsible for the other information. The
other information comprises all of the information included in the annual
report other than the consolidated financial statements and our auditor’s
report thereon.

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

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Ef&%l%\
ERRERALHAMES AR - HUESREFHRA
MFBEE - ETEEAHIHRR R BFINREED

HE o

BMHAHYBRENBERLTIREEMES -
IR EZEEME B RREAANERER -

EERME MM BHRROEST - RAINEEENE
HMES - HIgiRT - EEAMEE ST LA HE
BHREBMEFENBETHATROBEAFEEANR
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RESPONSIBILITIES OF DIRECTORS AND THE AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The Audit Committee is responsible for overseeing the Group’s financial
reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

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

HC GROUP INC. ANNUAL REPORT 2020
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Independent Auditor’s Report
B ZBENERE

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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

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

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

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

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

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

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

121

Eﬁ%ﬁ%ﬁéﬁ%ﬁﬁ%ﬁ%mﬁ
()

ERB(EBEEADETETOBRED - RIFER
TEEAE R T FEEREREE o B

o BRIAFHE AN AFF AR MBS G R
REFEBREREAORRE - REt RAITER
TEFLABE L - A RER G R MEE K
FiTRE - FRBMERER - AREKGEA
e RER - E - BRER - ERR - 3
EBERPNERESIZ & - I REE 3R A MEFM
BEHMEABERBRMANER SRR RIRE 5
MRIMBHANE KBRS

o THREEFHERMAEZES  URFHEENE
2 BER MY BERENEESNE
MMBEXRER -

o FMEEEFRAEHBRNREERIENG
fEEt AR R EN S -

o YHEERAKEKEIHERNBEEFEHE
# o RIBPMERMNEEE  BEREHFESR
ZENBERNERENERTEEMN - M8
BY BHEENBECERNELEARE -
MREMBAFEEATHEEN - AEBER
HEEMEPIRFERE IR HUBHERT
RERIIE - REAMNBRETR - BIRME
ERRIEREER - HMNEHEENZE
Bh3R S H EFTEUSRERTRE - Al - RRE

EABERAA e EY EEETETELE -

o TEAHMBHBERNEBIGAR  LENA
A BEEE  UREAHFBRERETYER
MRz SRR o

o 3t BEREANTERERZDNIEEER
FR - EENERE  AEHAMUBRE
BRER - BMBE BEEFHAOTR &
BT - HPIABIBERAEREE -

EREMBERAT 2020 Fi




122

Independent Auditor’s Report
B ZBENERE

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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

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

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

The engagement partner on the audit resulting in this independent auditor’s
report is KONG Ling Yin, Raymond.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 25 March 2021
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Consolidated Statement of Comprehensive Income

BftRERER

For the year ended 31 December 2020 HE—Z-Z&+ - F=+—HILFE

2020 2019
TE-EF —E-NEF
Note RMB’000 RMB’000
Htat AR®ETT ARBFIT
(Restated)
(B&5)
Continuing operations REREER
Revenue FHEWA 5 14,392,567 14,628,552
Interest income from financing services B BRIGFR1SF B ULA 5 138,754 119,863
14,531,321 14,748,415
Cost of revenue FHERAK 8 (13,741,173) (13,817,992)
Other income Ha g A 6 15,868 16,240
Other gains, net ﬁﬁw&zfm*‘” 7 69,784 272,453
Selling and marketing expenses ﬁ%%&m%—ﬁﬁﬁ,\ 8 (474,295) (621,491)
Administrative expenses 1TE R 8 (330,798) (346,302)
Impairment losses on goodwill and HENELEERERE 20
intangible assets (578,338) (38,426)
Net impairment losses of financial assets CREEREEETE 8 (160,691) (71,683)
Operating (loss)/profit wa(ER),wF (668,322) 141,214
Finance cost, net B PR ZN 58 11 (123,532) (129,661)
Share of post-tax (losses)/profits of associates BN (=1 RN | TR e 24
(B18),/ &7 (81,181) 13,593
Share of post-tax losses of a joint venture Dh—REEE R ERTE 24
518 (1,537) (5)
(Loss)/profit before income tax AT SR AT (B ), i 7 8 (874,572) 25,141
Income tax credit/(expense) FriEfiEe,(Fx) 12 127,542 (10,069)
(Loss)/profit from continuing operations SIBICEEBN(EBR),/
vl (747,030) 15,072
Discontinued operations ERIEREEK
Loss from discontinued operations BERIHEEEB S 13 (126,238) (474,837)
Loss for the year REEEE (873,268) (459,765)
Other comprehensive (loss)/income: HihZ2mE(EE), WA
Items that may be reclassified to profit or loss A& D EEEmEHH
Currency translation differences BEHERER 33 (621) 2,090
Items that will not be reclassified to profit or loss T & &7 218752
HE
Fair value gain/(loss) on financial assets at fair BAFEFAHMBEEmEA
value through other comprehensive income ZeMEEZ N TE
Wzt (E18)
— Group —KEH 33 17,031 1,100
— Associate — BN A 33 (9,977) 6,716
Currency translation differences for financial FFAEMEERAZ&HE 33
assets through other comprehensive income EvEBER=ZR (4,232) 1,423
Total comprehensive loss for the year, net of tax A E 2 HEEEEEE -
I (871,067) (448,436)
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Consolidated Statement of Comprehensive Income

BtEEWRER

For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

Loss for the year attributable to:

THIATEEARFEREIE -

2020
—E-%F
RMB’000

2019
—TNEF
RMB’000
ARBETIT
(Restated)
(BE7I)

ARETT

Equity holders of the Company RABE=FEEA (745,537) (376,490)
Non-controlling interests AR R (127,731) (83,275)
(873,268) (459,765)
Loss for the year attributable to the equity D= RIS VNI
holders of the Company arises from: BEAEBGAFEEEE
Continuing operations FELEFEB (623,473) (16,529)
Discontinued operations RESI e (122,064) (359,961)
(745,537) (376,490)
Total comprehensive loss for the year TIATEERFERT
attributable to: B 1R AEEE
Equity holders of the Company AARERFEA (743,336) (365,161)
Non-controlling interests FEPERR i R (127,731) (83,275)
(871,067) (448,436)
Total comprehensive loss for the year KB TFIEB AR TR
attributable to the equity holders of BEAEBGAFELEE
the Company arises from: BHEEE
Continuing operations SIS TS (621,272) (5,200)
Discontinued operations BRI EET (122,064) (359,961)
(743,336) (365,161)
Loss per share for loss from continuing RABIE=FE ARGIEE
operations attributable to the equity holders KR FLEE
of the Company (expressed in RMB per share) (LABIRARESIE)
Basic loss per share FRRENEE 14 (0.5033) (0.0148)
Diluted loss per share SRETEEE 14 (0.5033) (0.0148)
Loss per share for loss attributable to the RNATERFEE AL
equity holders of the Company BikEE
(expressed in RMB per share) (AERARESIE)
Basic loss per share BIREREE 14 (0.6018) (0.3360)
Diluted loss per share BREEEE 14 (0.6018) (0.3360)
The above consolidated statement of comprehensive income should be read  _Fift & (4R & Ui K FEERREFI M 3T — 1398

in conjunction with the accompanying notes.
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Consolidated Statement of Financial Position

SOFB IR R

As at 31 December 2020 R-Z-TF+_-A=+—H

As at 31 December
Rt=A=t+—8H
2020 2019

—g-®¥F  -T-NF
RMB’000 RMB’000
ARBTRE  ARETFT

Assets EE
Non-current assets FRBEE
Investment properties REMZE 17 134,348 770,831
Property, plant and equipment ME - BB NEE 19 40,808 64,139
Right-of-use assets FREEE 16(a) 44,630 214,305
Intangible assets mPEE 20 1,827,175 2,552,626
Long term deposits and prepayments RE%E RIENHIA 21 884 3,568
Loans and interest receivables BT 22 571,438 42,257
Deferred income tax assets EEMEHEE 38 50,692 46,969
Investments accounted for using equity method — £ER#EZSESBR 7 & 24 896,390 969,248
Finance lease receivables R A E EWE 29 79,994 176,266
Financial assets at fair value through other BATEFAEMZEURA 27
comprehensive income L ERMBEE 80,716 65,387
Financial assets at fair value through profit or loss %A {EzT AIB2E 2 4 Bl 27
BE 20,234 20,592
Total non-current assets IRBEERE 3,747,309 4,926,188
Current assets REBEE
Completed properties held for sale BEEERTYE 18 - 47,324
Finance lease receivables RhEFE e R IE 29 297,641 153,481
Loans and interest receivables FEUE TR T B 22 945,377 1,591,722
Deposits, prepayments and other receivables Ze - BRARER 21
Hofth fE M IR 731,720 487,412
Trade receivables FEUER K 21 478,284 413,698
Contract related assets EHEBEE 5(b) 2,802 22,390
Inventories FE 30 153,455 147,523
Financial assets at fair value through profit or loss 1ZAF(Est ABx 7 &b 27
BE - 22,671
Restricted bank deposit ZRBIERITER 371 25,848 282,171
Cash and cash equivalents BERESEEY 31 254,301 331,893
Total current assets REBEERE 2,889,428 3,500,285
Total assets wmEE 6,636,737 8,426,473
Equity e
Equity attributable to equity holders EATERIEEA
of the Company bR
Share capital &N 32 120,977 103,638
Other reserves HAn 33 3,366,441 3,152,947
Retained earnings BIFies 31,404 766,586
3,518,822 4,023,171
Non-controlling interests FEIERR R 506,957 706,541
Total equity HRER 4,025,779 4,729,712
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Consolidated Statement of Financial Position

SO IR R

As at 31 December 2020 W-ZE-TF+_-F=+—H

As at 31 December

R+=A=+—H
2020 2019
—ETEH —NF
RMB’'000 RMB’000
ARET T AR¥EFTT
Liabilities afE
Non-current liabilities FREBEE
Non-current portion of bank borrowings RITEEZIERBE S 36 280,228 480,000
Non-current portion of other borrowings HiEEZIERBI D 36 - 23,539
Lease liabilities HEBE 16(a) 17,599 17,397
Deferred government grants IRAE R B 34 - 155,958
Deferred income tax liabilities RIEFTSHBE 38 73,581 236,517
Total non-current liabilities FREBEERE 371,408 913,411
Current liabilities REAE
Trade payables FEASTBR SR 35 478,940 128,209
Accrued expenses and other payables EETE R L E AR F0E 35 166,059 130,551
Contract liabilities EHaE 5(b) 552,039 410,987
Current portion of bank borrowings RITEEZREZD 36 615,080 1,111,089
Current portion of other borrowings HAEE 2 mEhEhH 36 340,959 689,773
Lease liabilities HEBE 16(a) 15,050 74,598
Deferred government grants IRAE R B 34 1,600 11,450
Convertible bonds - liabilities portion AT ES - BB 37 - 90,670
Other taxes payables HAb fEHIE 39 2,980 90,488
Income tax payables FEBFTSHL 39 66,843 45,535
Total current liabilities REBBEEE 2,239,550 2,783,350
Total liabilities Hmafs 2,610,958 3,696,761
Total equity and liabilities BERREE 6,636,737 8,426,473

The consolidated financial statements on pages 123 to 312 were approved by
the Board of Directors on 25 March 2021 and were signed on its behalf.

LIU Jun
Director
2=
E

HC GROUP INC. ANNUAL REPORT 2020

he above consolidated statement of financial position should be read in
conjunction with the accompanying notes.
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Consolidated Statement of Changes in Equity

EOEREBR

For the year ended 31 December 2020 HE—Z-Z&+ - F=+—HILFE

Attributable to the equity holders of the Company

127

FARERGE AR
Non-
Share Other  Retained controlling
capital reserves  earnings  Sub-total  interests Total
Ra  HfthEE  ERkE Mt FERER st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT AR%Trn ARETn ARMTz ARETR ARET:R
Balance at 31 December 2018 RZZE-\F+-RA=t—-Hz&H% 103,625 3,092,149 1,141,955 4,337,729 883,895 5,221,624
Effect on adoption of HKFRS 16 REREBREENE 165252 - - (2,146) 2,146) (4,589) (6,735)
Balance at 1 January 2019 RIE-NE-R—-HEH 103,625 3,092,149  1,139809 4,335,583 879,306 5,214,889
Comprehensive loss 2EFE
Loss for the year ERER - - (376490)  (376,490) (83275)  (459,765)
Other comprehensive income Hip2ERA
Fair value loss on financial assets at fair value BATEFALZERAL
through other comprehensive income, net of SHEEZDTEFE
deferred tax R ETFHE - 7816 - 7816 - 7816
Currency translation differences EHELER - 3513 - 3513 - 3513
Total comprehensive loss g gkt - 11329 (376490)  (365161)  (83275)  (448430)
Transactions with owners HERBEAETZIRS
Buy-back of shares Bk (97) (2,840) (97) (3,034) - (3,034)
Exercise of share options TiReRRE 110 785 - 895 - 895
Share based compensation MRY 2 BE - 80,685 - 80,685 - 80,685
Share purchase under share award scheme fefn B2 TR EE - (21,247) - (21,247) - (21,247)
Redemption of convertible bonds - equity B ARES - RESD - (3,364) 3,364 - - -
Contribution from non-controlling shareholders of ~ FtB A TZERAEE 7)1 4
subsidiaries - - - - 7,158 7,158
Transactions with non-controlling interests HIFRERET IR S - (4,550) - (4,550) (5,164) (9,714)
Dividend paid to non-controlling interests of - BB AR 2 RS
asubsidiary T’ 2R - - - - (2,554) (2,554)
Deregistration of subsidiaries B NG - - - - (3,204) (3,204)
Deemed disposal of Znhongmo Group (note 26(c) i {E EFIEER (Fif3F26(c) - - - - (85,726) (85,726)
Total transactions with owners BERHENE TR LR 13 49,469 3,267 52,749 (89.490) (36,741
Balance at 31 December 2019 RIZ-NF+ZA=+—-A2&H% 103638 3,152,947 766586 4,023,171 706541 4,729,712
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Consolidated Statement of Changes in Equity

EHERSER

For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

Attributable to the equity holders of the Company

FARERGE AR
Non-
Share Other  Retained controlling
capital reserves  earnings  Sub-total  interests Total
k& HthdE  ERkE Mt FERER st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARMTT AR¥TR ARETRT ARMTR AR¥TR ARET:x
Balance at 1 January 2020 RZZ-ZE-A-Az&H 103,638 3,152,947 766586 4,023,171 706,541 4,729,712
Comprehensive loss 2EFE
Loss for the year TEEER - - (745537)  (745537)  (127,731)  (873,268)
Other comprehensive income/(loss) Ht2ERA /(BB
Fair value gain on financial assets at fair value RAVEFAERZERAZ
through other comprehensive income, net of SREEZDTENE
deferred tax R ELFHIE - 7,054 - 7,054 - 7,054
Currency translation differences EBELEE - (4,853) - (4,853) - (4,853)
Total comprehensive loss ] gkt - 2201 (745537)  (743336)  (127,731)  (871,067)
Transactions with owners HRRBEARTZRS
Issuances of new shares BT 18,310 200,116 - 218,426 - 218,426
Buy-back of shares EEkRn (997)  (12,360) (997)  (14,354) - (14,354)
Exercise of share options TiEERRE 26 214 - 240 - 240
Share based compensation MRSz BE - 60,496 - 60,496 - 60,496
Share purchase under share award scheme i BRI T HRNEE - (17,577) - (17,577) - (17,577)
Early redemption of convertible bonds - equity REEOBRRES - RiEDD
portion - (12,359) 11,352 (1,007) - (1,007)
Contribution from non-controlling shareholders of ~ MB R FZERRRE 214
subsidiaries - - - - 27,817 27,817
Transactions with non-controlling interests BIERERET IR S - (7,237) = (7,237) 9,128 1,891
Dividend paid to non-controlling interests of A—FNE AR FERER RN
a subsidiary BB - - - - (308) (308)
Partial disposal of JDSJ Group (note 26(a)) BALERBEREE(MT26() = = - - (5.269) (5.269)
Disposal of Huicong Tianjin Group (note 26(b) ~ HEZEX2EE (Hzr26(b)) - - - - (101,728)  (101,729)
Disposal of subsidiaries LERBAR - - - - (1,493) (1,493)
Total transactions with owners HERBAANETIR 588 17,339 211,293 10,355 238,987 (71,853) 167,134
Balance at 31 December 2020 WZ-ZE+-A=t-Hz&H 120,977 3,366,441 31,404 3,518,822 506,957 4,025,779

The above consolidated statement of changes in equity should be read in

HC GROUP INC. ANNUAL REPORT 2020

conjunction with the accompany notes.
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Consolidated Cash Flow Statement

EORETRER

For the year ended 31 December 2020 HE—Z-Z&+ - F=+—HILFE

2020
—=—=$

RMB'000
ARBTR

129

RMB'000
AREFTT

Cash flows from operating activities REEBRLRE
Cash generated from operations WEEL7ES 40() 406,933 105,836
Interest received EHE 18,551 13,785
Interest paid BAFIE (197,706) (138,136)
The People’s Republic of China (*PRC") BiIREARARME([HE])

income tax paid FfsH (20,713) (41,561)
Net cash generated from/(used in) operating activities CEEBES /(TR 2R FE 207,065 (60,076)
Cash flows from investing activities RERBHZRERE
Payment for acquisition of subsidiaries, RUEHB LA 2R

net of cash acquired (NkEAZES) 23 = (35,742)
Cash inflow arising from partial disposal of JDSJ Group, BAHERBUHREEELY

net of cash disposed BN HKLERe 26(a) 58,710 -
Cash inflow arising from disposal of Huicong Tianjin Group, HHESBRXEZEEELY

net of cash disposed RemA - MEHERS 26(b) 15,854 -
Cash and cash equivalents derecognised at RIEHEREE BRI RAL

deemed disposal of Zhongmo Group ReLREEED 26(c) = (6,190)
Cash inflow arising from disposal of subsidiaries, HEMRBAREEZBERA

net of cash disposed HtERS 41,727 -
Additions of property, plant and equipment NEDE  BENEK 19 (8,482) (130,039)
Additions of intangible assets NEBVEAE 20 (18) (773)
Proceeds from disposal of property, plant and equipment LENE - BERRERETE 40(b) 726 925
Proceeds from disposal of investment properties HEREMERSIE 17 117,223 -
Proceeds from disposal of associates LEBE NRIEHE 357 1,890
Proceeds from disposal of financial assets at fair value HERATEFARMEERALZ

through other comprehensive income PRAEMERE 17,600 15,000
Dividend received B E 18,440 23,030
Loans to investment accounted for using the equity method ~ B3 TR FfEL £5BE 7 1R E (132,817) (22,427)
Loan repayment received from investment accounted BUFARDETIEZ

for using the equity method REEBEER 55,052 9,100
Additions of investment accounted for using the equity BIRRER AR RE

method 24 (5,360) (65)
Net cash generated from/(used in) investing activities REZBEL/ (BB 8 179,012 (145,291)
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Consolidated Cash Flow Statement

BFRERER

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2020
bt 2.3
RMB'000
ARET T
Cash flows from financing activities BETBHELECRERE
Issuance of new shares BITHIR 32(b) 218,426 -
Buy-back of shares BERH 32(a) = (3,034)
Purchase of shares under share award scheme RN REFEI TRRNEER (17,577) (21,247)
Exercise of share options BN 240 895
Repayment for the redemption of convertible bond BRHRESEX (84,374) (43,280)
Proceeds from bank borrowings RITEERMETA 783,049 919,400
Proceeds from other borrowings HibfEEmETE 316,774 660,272
Repayment of bank borrowings BRETES (1,332,549) (546,156)
Repayment of other borrowings BREMES (576,431) (823,848)
Repayment of lease liabilities BERERE (48,215) (73,963)
Capital contribution from non-controlling interests R ERTE 27,817 7,158
Transactions with non-controlling interests IR ERET IR 1,891 (9,714)
Dividend paid to non-controlling interests of subsidiaries FE A Al 2 R RS /JEHZ
fRE (308) (2,554)
Decrease in restricted bank deposit RRBIRITEHRD 247,995 -
Net cash (used in)/generated from financing activities BEEE(FAR)/ BE RS FE (463,262) 63,929
Net decrease in cash and cash equivalents BeRASSENADFE (77,185) (141,438)
Cash and cash equivalents at beginning of the year RENz RS RRLEEY 331,893 471,672
Exchange (loss)/gain on cash and cash equivalents HERREEEMZER
(B8), M (407) 1,659
Cash and cash equivalents at end of the year RELZBERESSEY 31 254,301 331,893
The above consolidated cash flow statement should be read in conjunction LA GHR S R = 2R FE B BERT B S — GBI -

with the accompany notes.
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For the year ended 31 December 2020 HEZZT=_TF+-A=+—HILFE

GENERAL INFORMATION

HC Group Inc. (the “Company”) is a limited liability company
incorporated in the Cayman Islands. The address of its registered office is
4th Floor, One Capital Place, P.O. Box 847 George Town,Grand Cayman,
Cayman Islands. The Company has its primary listing on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The Company and
its subsidiaries (collectively, the “Group”) are principally engaged in the
following activities in the PRC:

o Providing industrial internet trading platform and advertising
services through its B2B website “hc360.com” and offering
comprehensive [T-related product information by “zol.com.cn”;

e Sales of goods through its B2B trading platforms;

e Providing SaaS (Software as a Service) services in 3C industrial
internet and new technology retail solutions in PRC;

o Providing anti-counterfeiting products and services and supply
chain management to enterprises;

o Engaging in finance business; including micro-credit financing,
lease financing and factoring services;

o Hosting exhibitions and seminars.

During the year ended 31 December 2020, the Group decided to
discontinue the operation of integrated marketing and advertising
services operated by Huijia Yuantian Limited, a wholly subsidiary of the
Group and the operation of the 020 business exhibition centre segment.
In accordance with HKFRS 5, the financial results of Huijia Yuantian
Limited, the segment of 020 business exhibition centre and the relevant
impairment expenses for the years ended 31 December 2020 and 2019
were classified as discontinued operations in the Group’s consolidated
financial statements.

Certain comparative amounts have been reclassified to conform with
current year presentation.

These consolidated financial statements are presented in thousands of
units of Renminbi (RMB’000), unless otherwise stated.
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Notes to the Consolidated Financial Statements
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

These policies have been consistently applied to all the years presented,
unless otherwise stated. The consolidated financial statements are for
the Group consisting of HC Group Inc. and its subsidiaries.

2.1 Basis of preparation

(i)

(ii)

(iii)

HC GROUP INC.

Compliance with HKFRS

The consolidated financial statements of the Group have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRS").

Historical cost convention

The consolidated financial statements have been prepared on
a historical cost basis, except for financial assets at fair value
through other comprehensive income and financial assets at
fair value through profit or loss, which are measured at fair
value.

New and amended standards and framework adopted
by the Group

The Group has applied the following standards and
amendments to HKFRS issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA") for the first time for
their annual reporting period commencing 1 January 2020:

Amendments to HKFRS 3 Definition of a Business

Amendments to HKAS 1 and Definition of Material
HKAS 8

Amendments to HKAS 39,
HKFRS 7 and HKFRS 9

Hedge accounting

Conceptual Framework for
Financial Reporting 2018

Revised Conceptual Framework
for Financial Reporting

The amendments listed above did not have any impact on the

amounts recognised in prior period and are not expected to
significantly affect the current or future periods.

ANNUAL REPORT 2020
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHEE®)
POLICIES (Continued)

2.1 Basis of preparation (Continued) 2.1 REEEE)
(iv) New and amended standards, interpretation and (iv) E BB K EMZFETRAZIEET
accounting guidance issued but not yet effective A REREES
Certain new and amended standards, interpretation and RZZEZZF+_A=+—H®RE
accounting guidance have been published that are not HARI N B B AR 1B R 58 ) A 3 B AR
mandatory for 31 December 2020 reporting periods and have FEEWEIRAIN 2B TG R
not been early adopted by the Group. 1ERT2ERI - 2 RgatiE3| -
Effective for
accounting
periods
beginning on
or after
REZBESZzEZ
BHEBRREN
Amendments to HKFRS 16 Covid-19-Related Rent Concessions 1 June 2020
BRI TEREERE 165 (BRI A) EACOVID-19B Bz HEBEE —ZEEFXA—H
Amendments to HKAS 39, HKFRS 4, Interest Rate Benchmark Reform — Phase 2 1 January 2021
HKFRS 7, HKFRS 9 and HKFRS 16
R GERIZE395 - MR EAENE - E R —E_—%—H—H
BB EEREBA5
BB ERERETR
BB EEREIR R
BEMTREREAE 165 (BFTAR)
Amendments to HKFRS 3, Narrow-scope amendments 1 January 2022
HKAS 16 and HKAS 37
BB TEIREERIE3R BEAEET T =-F—A—H
BEGTEAE 165 R
BEGTEREITREFTAR)
Annual improvements 2018-2020 cycle Improvements to HKFRSs 1 January 2022
—E-N\FE_Z_TFRMIFENCE BEVBRELL 2 BuE —ET-—F—A—H
Revised Accounting Guideline 5 Merger Accounting for Common Control 1 January 2022
Combinations
KIERTEFTIESIE55% BmERZER A HRAAHETHE T —F—HA—H
Amendments to HKAS 1 Classification of Liabilities as Current or 1 January 2023
Non-current
EEGETERIE15R(IBFTAR) EESERRESERE —E-=%—A—H
Amendments to HKFRS 17 Insurance contracts 1 January 2023
BB TEREERE 175 (BRI A) R &4 —E-=%—HA—H
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.1 Basis of preparation (Continued)

(iv) New and amended standards, interpretation and
accounting guidance issued but not yet effective

(Continued)

HKFRS 17

BTG EERE175R

Revised Hong Kong Interpretation
5 (2020)

KR EBREESR(— T -TF)

Amendments to HKFRS 10
and HKAS 28

B TEIREERE105% X
BASFHERE 285 (85T A)

None of these new and amended standards, interpretation
and accounting guidance are expected to have a material
impact on the Group's consolidated financial statements.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Principles of consolidation and equity accounting

(i)

(ii)

Subsidiaries

Subsidiaries are all entities (including structured entities) over
which the Group has control. The Group controls an entity
when the Group is exposed to, or has rights to, variable
returns from its involvement with the entity and has the
ability to affect those returns through its power to direct the
activities of the entity. Subsidiaries are fully consolidated from
the date on which control is transferred to the Group. They
are deconsolidated from the date that control ceases.

The acquisition method of accounting is used to account
for business combinations by the Group (refer to note 2.3).
Intercompany transactions, balances and unrealised gains
on transactions between Group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the transferred asset.
Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by
the Group.

Non-controlling interests in the results and equity of
subsidiaries are shown separately in the consolidated
statement of comprehensive income, consolidated statement
of changes in equity and consolidated statement of financial
position respectively.

Associates

Associates are all entities over which the Group has significant
influence but not control or joint control. This is generally
the case where the Group holds between 20% and 50% of
the voting rights. Investments in associates are accounted for
using the equity method of accounting (see (iv) below), after
initially being recognised at cost.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HZE_-Z-%

e i

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Principles of consolidation and equity accounting
(Continued)

(iii)

(iv)

HC GROUP INC.

Joint arrangements

Under HKFRS 11 Joint Arrangements investments in joint
arrangements are classified as either joint operations or
joint ventures. The classification depends on the contractual
rights and obligations of each investor, rather than the legal
structure of the joint arrangement. The Company has both
joint operations and joint ventures.

Interests in joint ventures are accounted for using the equity
method of accounting (see (iv) below), after initially being
recognised at cost in the consolidated statement of financial
positions.

Equity accounting

Under the equity method of accounting, the investments
are initially recognised at cost and adjusted thereafter to
recognise the Group's share of the post-acquisition profits or
losses of the investee in profit or loss, and the Group’s share
of movements in other comprehensive income of the investee
in other comprehensive income. Dividends received or
receivable from associates and joint ventures are recognised as
a reduction in the carrying amount of the investment.

When the Group's share of losses in an equity-accounted
investment equals or exceeds its interest in the entity,
including any other unsecured long-term receivables, the
Group does not recognise further losses, unless it has incurred
obligations or made payments on behalf of the other entity.

Unrealised gains on transactions between the Group and its
associates and joint ventures are eliminated to the extent of
the Group’s interest in these entities. Unrealised losses are
also eliminated unless the transaction provides evidence of
an impairment of the asset transferred. Accounting policies
of equity-accounted investees have been changed where
necessary to ensure consistency with the policies adopted by
the Group.

The carrying amount of equity-accounted investments is

tested for impairment in accordance with the policy described
in note 2.13.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHEE®)
POLICIES (Continued)

2.2 Principles of consolidation and equity accounting 22 EfHtRBRESTEERA )
(Continued)

(v) Changes in ownership interests (v) HEEEDZEE

The Group treats transactions with non-controlling interests
that do not result in a loss of control as transactions with
equity owners of the Group. A change in ownership interest
results in an adjustment between the carrying amounts of
the controlling and non-controlling interests to reflect their
relative interests in the subsidiary. Any difference between
the amount of the adjustment to non-controlling interests
and any consideration paid or received is recognised in an
"Other Reserves” within equity attributable to owners of the
Company.

When the Group ceases to consolidate or equity account
for an investment because of a loss of control, joint control
or significant influence, any retained interest in the entity
is remeasured to its fair value with the change in carrying
amount recognised in profit or loss. This fair value becomes
the initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associate, joint
venture or financial asset. In addition, any amounts previously
recognised in other comprehensive income in respect of that
entity are accounted for as if the Group had directly disposed
of the related assets or liabilities. This may mean that amounts
previously recognised in other comprehensive income are
reclassified to profit or loss or transferred to another category
of equity as specified/permitted by applicable HKFRS.

If the ownership interest in a joint venture or an associate is
reduced but joint control or significant influence is retained,
only a proportionate share of the amounts previously
recognised in other comprehensive income are reclassified to
profit or loss where appropriate.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESHBEHEw)

POLICIES (Continued)

2.3 Business combinations

The acquisition method of accounting is used to account for all
business combinations, regardless of whether equity instruments
or other assets are acquired. The consideration transferred for the

acquisition of a subsidiary comprises the:

. fair values of the assets transferred,

o liabilities incurred to the former owners of the acquired

business,

e equity interests issued by the Group,

e fair value of any asset or liability resulting from a contingent

consideration arrangement, and

e fair value of any pre-existing equity interest in the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities
assumed in a business combination are, with limited exceptions,
measured initially at their fair values at the acquisition date. The
Group recognises any non-controlling interest in the acquired
entity on an acquisition-by-acquisition basis either at fair value or at
the non-controlling interest’s proportionate share of the acquired

entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred. The excess of

the:

° consideration transferred,

e amount of any non-controlling interest in the acquired entity,

and

o acquisition-date fair value of any previous equity interest in

the acquired entity

over the fair value of the net identifiable assets acquired is recorded
as goodwill. If those amounts are less than the fair value of the
net identifiable assets of the business acquired, the difference is

recognised directly in profit or loss as a bargain purchase.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3

24

2.5

Business combinations (Continued)

Where settlement of any part of cash consideration is deferred, the
amounts payable in the future are discounted to their present value
as at the date of exchange. The discount rate used is the entity’s
incremental borrowing rate, being the rate at which a similar
borrowing could be obtained from an independent financier under
comparable terms and conditions.

Contingent consideration is classified either as equity or a financial
asset. Amounts classified as a financial asset are subsequently
remeasured to fair value with changes in fair value recognised in
profit or loss.

If the business combination is achieved in stages, the acquisition
date carrying value of the acquirer’s previously held equity interest
in the acquiree is remeasured to fair value at the acquisition
date. Any gains or losses arising from such remeasurement are
recognised in profit or loss.

Separate financial statements

Investments in subsidiaries are accounted for at cost less
impairment. Cost includes direct attributable costs of investment.
The results of subsidiaries are accounted for by the Company on
the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is required
upon receiving a dividend from these investments if the dividend
exceeds the total comprehensive income of the subsidiary in
the period the dividend is declared or if the carrying amount of
the investment in the separate financial statements exceeds the
carrying amount in the consolidated financial statements of the
investee’s net assets including goodwill.

Segment reporting
Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision maker.

The executive directors of the Group are regarded as the chief
operating decision maker who will review the operating results of
the Group on a consolidated basis, and make strategic decisions.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HZE_-Z-%

e i

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Foreign currency translation

(i)

(ii)

Functional and presentation currency

Items included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates
(“the functional currency”). The consolidated financial
statements are presented in Renminbi (“RMB”). Hong Kong
Dollar (“HK$") is regarded as the Company’s functional
currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions or valuation where items are
remeasured. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation
at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the
consolidated statement of comprehensive income.

Foreign exchange gains or losses are presented in the
consolidated statement of comprehensive income.

Non-monetary items that are measured at fair value in a
foreign currency are translated using the exchange rates at
the date when the fair value was determined. Translation
differences on assets and liabilities carried at fair value are
reported as part of the fair value gain or loss. For example,
translation differences on non-monetary assets and liabilities
such as equities held at fair value through profit or loss are
recognised in profit or loss as part of the fair value gain or loss
and translation differences on non-monetary assets such as
equities classified as fair value through other comprehensive
income are recognised in other comprehensive income.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHEE®)
POLICIES (Continued)

2.6 SNEBE ()
(iii) %@L 7

2.6 Foreign currency translation (Continued)
(iii) Group companies

The results and financial positions of all the Group
entities that have a functional currency different from the
presentation currency are translated into the presentation
currency as follows:

(i)

(ii)

(iif)

assets and liabilities for each consolidated statement of
financial position presented are translated at the closing
rate at the date of that consolidated statement of
financial position;

income and expenses for each consolidated statement
of comprehensive income are translated at average
exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case
income and expenses are translated at the dates of the
transactions); and

all resulting exchange differences are recognised in
other comprehensive income.

Goodwill and fair value adjustments arising on the acquisition
of a foreign entity are treated as assets and liabilities of the
foreign entity and translated at the closing rate. Currency
translation differences arising are recognised in other
comprehensive income.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.7

2.8

2.9

Investment properties

Investment property, principally comprising leasehold land
and buildings, is held for long-term rental yields or for capital
appreciation or both, and that is not occupied by the Group. It also
includes properties that are being constructed or developed for
future use as investment properties. Investment property is initially
measured at cost, including related transaction costs and where
applicable borrowing costs. After initial recognition, investment
properties are carried at carrying values, representing cost less
depreciation and impairment provision. Depreciation is calculated
using the straight-line method to allocate their cost to their residual
values over their estimated useful lives of 40 years to 50 years.

If an investment property becomes owner-occupied or commences
to be further developed for sale, it is reclassified as property,
plant and equipment and land use right or properties under
development, and its fair value at the date of change in use
becomes its cost for accounting purposes.

Completed properties held for sale

Completed properties remaining unsold at the end of reporting
period are stated at the lower of cost and net realisable value. Cost
comprises development costs attributable to the unsold properties.

Net realisable value is determined by reference to the sale proceeds
of properties sold in the ordinary course of business, less applicable
variable selling expenses, or by management estimates based on
prevailing marketing conditions.

Property, plant and equipment

Property, plant and equipment, comprising buildings, computer
and telecommunications equipment, fixtures, fittings and
office equipment, leasehold improvements, motor vehicles
and production equipment, rental construction equipment,
and construction in progress are stated at historical cost less
accumulated depreciation and accumulated impairment losses, if
any. Historical cost includes expenditure that is directly attributable
to the acquisition of the items.
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHEE®)
POLICIES (Continued)

2.9 Property, plant and equipment (Continued) 29 Y% BERZEE

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured
reliably. The carrying amount of any component accounted for as
a separate asset is derecognised when replaced. All other repairs
and maintenance are charged to the consolidated statement of
comprehensive income during the reporting period in which they
are incurred.

Motor vehicles classified as finance lease commences depreciation
from the time when the assets become available for its intended
use. Depreciation of property, plant and equipment is calculated
using the straight line method to allocate their cost to their residual
values over its estimated useful lives, at the following rates per
annum:

Leasehold improvements
HEMERE

Buildings

BF

Computer and telecommunications equipment
IR BRRNR

Fixtures, fittings and office equipment
FE  RBERRAERE

Motor vehicles

=

Production equipment

HER

Rental construction equipment
THERERE

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at each consolidated statement of financial
position date.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than
its estimated recoverable amount.
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SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESHBEHEw)

POLICIES (Continued)

2.9 Property, plant and equipment (Continued)

Gains or losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised within
administrative expenses in the consolidated statement of
comprehensive income.

Construction in progress represents property, plant and equipment
under construction or pending installation and is stated at cost less
impairment losses, if any. No provision for depreciation is made
on assets under construction in progress until such time as the
relevant assets are completed and available for their intended use.
On completion, the relevant assets are transferred to property,
plant and equipment at cost less accumulated impairment losses.

2.10 Intangible assets

29 M¥ - BERRE®
U B RIS B L PSSR SR AR
BEEE - TRAHHFERERAERRIT
HEM -

ERIBAZRTAFREZYE BE
K& - RBK AR RERIE(A)7
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BEERKAR R REBEEEEY
¥ BB KR

210 BREE

(i) Goodwill (i) BHE
Goodwill is measured as described in note 2.4. Goodwill on EEIR M 2. 4FT AL ET & o UM
acquisitions of subsidiaries is included in intangible assets. BRARAZEHBHARTLEE -8B
Goodwill is not amortised but it is tested for impairment ENEHE - MATFETRENR
annually, or more frequently if events or changes in Ao NEAEEHHRNEREEE
circumstances indicate that it might be impaired, and is AR BB E R 1T E SRR RE
carried at cost less accumulated impairment losses. Gains R - WIRE AR REHRE BB
and losses on the disposal of an entity include the carrying - HE—MEBEB 2 REREER
amount of goodwill relating to the entity sold. FHEAEERAW HEREE -
Goodwill is allocated to CGUs for the purpose of impairment mESRENRMORERSESL
testing. The allocation is made to those CGUs or groups B e ZOERMIEAZERNEED
of CGUs that are expected to benefit from the business B EBEH S EREEEEMN
combination in which the goodwill arose. The units or groups SRS EFLBEMMERIEL - 258
of units are identified at the lowest level at which goodwill is {37 5% B (i 48 Rl 2 7 B i BR 4R 1R IR B
monitored for internal management purpose. ERAG 2 &IERRTLAHR

(i) Contractual customer, distributor relationship and (i) BHEF PHBBEERIREG

noncompete agreement

Contractual customer, distributor relationships and
noncompete agreement acquired in a business combination
are recognised at fair value at the acquisition date. The
contractual customer/distributor relations have a finite useful
life and are subsequently carried at cost less accumulated
amortisation and impairment losses.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.10 Intangible assets (Continued)

(iii)

(iv)

(v)

(vi)

(vii)

Patents

Separately acquired patents are shown at historical cost.
Patents acquired in a business combination are recognised
at fair value at the acquisition date. The patents have a
finite useful life and are subsequently carried at cost less
accumulated amortisation and impairment losses.

Trade name and domain name

Trade name and domain name acquired in a business
combination are recognised at fair value at the acquisition
date. Trade name and domain name have a finite useful
life and are subsequently carried at cost less accumulated
amortisation and impairment losses.

Software license and order back log

Acquired computer software licenses are capitalised on
the basis of the costs incurred to acquire and bring to their
intended use. Order backlog are recognised at fair value at
the acquisition date. The software license and order back log
have a finite useful life and are subsequently carried at cost
less accumulated amortisation and impairment losses.

Data library

Costs incurred on acquiring the data library are recognised
as an intangible asset where the technical feasibility has been
demonstrated, and there is an ability to sell or to use the
assets that will generate probable future economic benefits.
The data library has a finite useful life and are subsequently
carried at cost less accumulated amortisation and impairment
losses.

License

License acquired in a business combination are recognised at
fair value at the acquisition date. The license has a finite useful
life and are subsequently carried at cost less accumulated
amortisation and impairment losses.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.10 Intangible assets (Continued)
(viii) Technical knowhow

(ix)

(x)

HC GROUP INC.

Technical knowhow acquired in a business combination are
recognised at fair value at the acquisition date. The technical
knowhow has a finite useful life and are subsequently carried
at cost less accumulated amortisation and impairment losses.

Platform

Platform acquired in a business combination are recognised
at fair value at the acquisition date. The technical knowhow
has a finite useful life and are subsequently carried at cost
less accumulated amortisation and impairment losses.

Amortisation methods and periods
The Group amortises intangible assets with a limited useful
life using the straight-line method over the following periods:
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OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHEE®)
POLICIES (Continued)

2.11 Non-current assets held for sale and discontinued

L FEHEZHRBEERCKA LR

operations

Non-current assets (or disposal groups) are classified as held for
sale if their carrying amount will be recovered principally through
a sale transaction rather than through continuing use and a sale
is considered highly probable. They are measured at the lower of
their carrying amount and fair value less costs to sell, except for
assets such as deferred tax assets, assets arising from employee
benefits, financial assets and investment property that are carried
at fair value and contractual rights under insurance contracts,
which are specifically exempt from this requirement.

An impairment loss is recognised for any initial or subsequent
write-down of the asset (or disposal group) to fair value less costs
to sell. A gain is recognised for any subsequent increases in fair
value less costs to sell of an asset (or disposal group), but not in
excess of any cumulative impairment loss previously recognised. A
gain or loss not previously recognised by the date of the sale of the
non-current asset (or disposal group) is recognised at the date of
derecognition.

Non-current assets (including those that are part of a disposal
group) are not depreciated or amortised while they are classified
as held for sale. Interest and other expenses attributable to the
liabilities of a disposal group classified as held for sale continue to
be recognised.

Non-current assets classified as held for sale and the assets of a
disposal group classified as held for sale are presented separately
from the other assets in the consolidated statement of financial
position. The liabilities of a disposal group classified as held for sale
are presented separately from other liabilities in the consolidated
statement of financial position.

A discontinued operation is a component of the entity that
has been disposed of or is classified as held for sale and that
represents a separate major line of business or geographical area
of operations, is part of a single co-ordinated plan to dispose of
or abandon such a line of business or area of operations, or is a
subsidiary acquired exclusively with a view to resale. The results
of discontinued operations are presented separately as a single
amount profit or loss.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.12

2.13

Impairment of non-financial assets

Goodwill and intangible assets that have an indefinite useful life are
not subject to amortisation and are tested annually for impairment,
or more frequently if events or changes in circumstances
indicate that they might be impaired. Other assets are tested for
impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs of disposal and value in
use. For the purposes of assessing impairment, assets are grouped
at the lowest levels for which there are separately identifiable cash
inflows which are largely independent of the cash inflows from
other assets or groups of assets (cash-generating units). Non-
financial assets other than goodwill that suffered an impairment
are reviewed for possible reversal of the impairment at the end of
each reporting period.

Investments and other financial assets and liabilities
Investments and other financial assets
(i)  Classification
The Group classifies its financial assets in the follow
measurement categories:

. those to be measured subsequently at fair value (either
through other comprehensive income or through profit
or loss), and

e those to be measured at amortised cost.
The classification depends on the entity’s business model for

managing the financial assets and the contractual terms of
the cash flows.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.13 Investments and other financial assets and liabilities
(Continued)
Investments and other financial assets (Continued)

(i

(ii)

(iif)

Classification (Continued)

For assets measured at fair value, gains and losses will either
be recorded in profit or loss or other comprehensive income
(OCI). For investments in equity instruments that are not held
for trading, this will depend on whether the Group has made
an irrevocable election at the time of initial recognition to
account for the equity investment at fair value through other
comprehensive income (FVOCI).

The Group reclassifies debt investments when and only when
its business model for managing those assets changes.

Recognition and derecognition

Regular way purchases and sales of financial assets are
recognised on trade-date, the date on which the Group
commits to purchase or sell the asset. Financial assets are
derecognised when the rights to receive cash flows from the
financial assets have expired or have been transferred and the
Group has transferred substantially all the risks and rewards
of ownership.

Measurement

At initial recognition, the Group measures a financial asset
at its fair value plus, in the case of a financial asset not at
fair value through profit or loss (FVPL), transaction costs that
are directly attributable to the acquisition of the financial
asset. Transaction costs of financial assets carried at FVPL are
expensed in profit or loss.

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

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.13 Investments and other financial assets and liabilities

(Continued)

Investments and other financial assets (Continued)

(i)  Measurement (Continued)
Debt instruments
Subsequent measurement of debt instruments depends on
the Group's business model for managing the asset and
the cash flow characteristics of the asset. There are two
measurement categories into which the Group classifies its
debt instruments:

e Amortised cost: Assets that are held for collection
of contractual cash flows where those cash flows
represent solely payments of principal and interest are
measured at amortised cost. Interest income from these
financial assets is included in finance income using the
effective interest rate method. Any gain or loss arising
on derecognition is recognised directly in profit or loss
and presented in “other gains, net” together with
foreign exchange gains and losses. Impairment losses
are presented as separate line item in the consolidated
statement of comprehensive income.

o FVPL: Assets that do not meet the criteria for amortised
cost or FVOCI are measured at FVPL. A gain or loss on a
debt investment that is subsequently measured at FVPL
is recognised in profit or loss and presented net within
“other gains, net” in the period in which it arises.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.13 Investments and other financial assets and liabilities
(Continued)
Investments and other financial assets (Continued)

(iii)

(iv)

Measurement (Continued)

Equity instruments

The Group subsequently measures all equity investments at
fair value. Where the Group’s management has elected to
present fair value gains and losses on equity investments in
OCl, there is no subsequent reclassification of fair value gains
and losses to profit or loss following the derecognition of the
investment. Dividends from such investments continue to be
recognised in profit or loss as other income when the Group’s
right to receive payments is established.

Changes in the fair value of financial assets at FVPL are
recognised in “other gain, net” in the consolidated statement
of comprehensive income as applicable. Impairment losses
(and reversal of impairment losses) on equity investments
measured at FVOCI are not reported separately from other
changes in fair value.

Impairment

The Group assesses on a forward looking basis the expected
credit losses associated with its debt instruments carried at
amortised cost and FVOCI. The impairment methodology
applied depends on whether there has been a significant
increase in credit risk.

For trade receivables, the Group applies the simplified
approach permitted by HKFRS 9, which requires expected
lifetime losses to be recognised from initial recognition of the
receivables, see note 21 for further details.

Note 3.1(b) provides more details of how the expected credit
loss allowance is measured.
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESHBEHEw)

POLICIES (Continued)

2.13 Investments and other financial assets and liabilities 213 REREMESHEEREE(H)
(Continued)
Investments and other financial liabilities RERAMEHERE

The Group classifies its financial liabilities in the following
measurement categories:

e those to be measured subsequently at fair value through
profit or loss, and

. those to be measured at amortised cost.

At initial recognition, the Group shall measure a financial liability at
its fair value plus or minus, in the case of a financial liability not at
fair value through profit or loss, transaction costs that are directly
attributable to the acquisition or issue of the financial liability.

Subsequently, all financial liabilities will be measured at amortised
cost, except for financial liabilities at fair value through profit or
loss.

2.14 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the consolidated statement of financial position
when there is a legally enforceable right to offset the recognised
amounts, and there is an intention to settle on a net basis or
realise the asset and settle the liability simultaneously. The legally
enforce right must not be contingent on future event and must be
enforceable in the normal course of business and in the event of
default, insolvency or bankruptcy of the Company or the counter

party.
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHEE®)
POLICIES (Continued)

215 KEREE

2.15 Financial guarantee liabilities

Financial guarantee liabilities are recognised in respect of the
financial guarantee provided by the Group to the banks for
property purchasers.

The liability is initially measured at fair value and subsequently at
the higher of:

e the amount determined in accordance with the expected
credit loss model under HKFRS 9 Financial Instruments, and

e the amount initially recognised less, where appropriate, the
cumulative amount of income recognised in accordance with
the principles of HKFRS 15 Revenue from Contracts with
Customers.

The fair value of financial guarantees is determined based on
the present value of the difference in cash flows between the
contractual payments required under the debt instrument and
the payments that would be required without the guarantee, or
the estimated amount that would be payable to a third party for
assuming the obligations.

Where guarantees in relation to loans or other payables of
associates are provided for no compensation, the fair values are
accounted for as contributions and recognised as part of the cost
of the investment.

Financial guarantee liabilities are derecognised from the
consolidated statement of financial position when, and only when,
the obligation specified in the contract is discharged or cancelled
or expired.
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESHBEHEw)

POLICIES (Continued)

2.16 Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined using the first-in, first-out (FIFO) method. The
cost of finished goods comprises merchandises and other direct
costs. Net realisable value is the estimated selling price in the
ordinary course of business less estimated costs necessary to make
the sales.

2.17 Trade receivables

Trade receivables are amounts due from customers for goods sold
or services performed in the ordinary course of business.

They are generally due for settlement within one year and therefore
are all classified as current assets. Trade receivables are recognised
initially at the amount of consideration that is unconditional unless
they contain significant financing components, when they are
recognised at fair value. The Group holds the trade receivables with
the objective to collect the contractual cash flows and therefore
measures them subsequently at amortised cost using the effective
interest method. See note 21 for further information about the
Group’s accounting for trade receivables and note 3.1(b) for a
description of the Group's impairment policies.

2.18 Cash and cash equivalents

For the purpose of presentation in the consolidated cash flow
statement, cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions, other short-term,
highly liquid investments with original maturities of three months
or less that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value, and
bank overdrafts. Bank overdrafts are shown within borrowings in
current liabilities in the consolidated statement of financial position.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2 FESHBEBEw

219 RAEREERMD T EFE KRG

2.19 Share capital and shares held for employee share

scheme
Ordinary shares are classified as equity (note 32).

Incremental costs directly attributable to the issue of new shares
or options are shown in equity as a deduction, net of tax, from the
proceeds.

Where any group company purchases the Company’s equity
instruments, for example as the result of a share buy-back or a
share-based payment plan, the consideration paid, including any
directly attributable incremental costs (net of income taxes) is
deducted from equity attributable to the owners of the Group as
treasury shares until the shares are cancelled.

Where the Company’s shares are acquired from the market under
the employee share scheme, the total consideration of shares
acquired from the market (including any directly attributable
incremental costs) is presented as shares held for employee
share scheme and deducted from total equity. Upon vesting, the
related costs of the vested shares for employee share scheme
purchased from the market are credited to shares held for share
reward scheme, with a corresponding decrease in share-based
compensation reserve for employee share scheme.

2.20 Trade and other payables

Trade and other payables represent liabilities for goods and services
provided to the Group prior to the end of financial year which are
unpaid. These amounts are classified as current liabilities if payment
is due within one year or less (or in the normal operating cycle of
the business if longer). If not, they are presented as non-current
liabilities.

These amounts are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHBZE®)
POLICIES (Continued)

221 BE

2.21 Borrowings

Borrowings are initially recognised at fair value, net of transaction
costs incurred. Borrowings are subsequently measured at amortised
cost. Any difference between the proceeds (net of transaction
costs) and the redemption amount is recognised profit or loss over
the period of the borrowings using the effective interest method.
Fees paid on the establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is probable that
some or all of the facility will be drawn down. In this case, the
fee is deferred until the drawn down occurs. To the extent there
is no evidence that is probable that some or all of the facility will
be drawn down, the fee is capitalised as prepayment for liquidity
services and amortised over the period of the facility to which it
relates.

The fair value of the liability portion of a convertible bond
is determined using a market interest rate for an equivalent
nonconvertible bond. This amount is recorded as a liability on an
amortised cost basis until extinguished on conversion or maturity
of the bonds. The remainder of the proceed is allocated to the
conversion option. This is recognised and included in shareholders’
equity, net of income tax effects.

Borrowings are removed from the consolidated statement of
financial position when the obligation specified in the contract
is discharged, cancelled or expired. The difference between the
carrying amount of a financial liability that has been extinguished
or transferred to another party and the consideration paid,
including any non-cash assets transferred or liabilities assumed, is
recognised in the consolidated statement of comprehensive income
as finance costs.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.21

222

Borrowings (Continued)

Where the terms of a financial liability are renegotiated and
the entity issues equity instruments to a creditor to extinguish
all or part of the liability (debt for equity swap), a gain or loss is
recognised in consolidated statement of comprehensive income,
which is measured as the difference between the carrying amount
of the financial liability and the fair value of the equity instruments
issued.

Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at least
12 months after the reporting period.

Borrowing costs

General and specific borrowing costs that are directly attributable
to the acquisition, construction or production of a qualifying
asset are capitalised during the period of time that is required
to complete and prepare the asset for its intended use or sale.
Qualifying assets are assets that necessarily take a substantial
period of time to get 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 eligible for capitalisation.

Other borrowing costs are expensed in the period which they are
incurred.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHBZE®)
POLICIES (Continued)

2.23 Current and deferred income tax 223 EHRIEIEFRSH

The income tax expense or credit for the period is the tax payable HRMERA X IR ERES B AER

on the current period’s taxable income based on the applicable BRPSHBE S BRI A Z BT

income tax rate for each jurisdiction adjusted by changes in FIE > Mk e AT =5 Mk

deferred tax assets and liabilities attributable to temporary B ABIEBIEMSI B EEREEENRE

differences and to unused tax losses. EFHMIEL AR -

(i) Current income tax (i) EHFEH
The current income tax charge is calculated on the basis of EHEH S HREARQ A RE
the tax laws enacted or substantively enacted at the end of PSR ] Rt 0 B R EE A R
the reporting period in the countries where the Company and MR 2 BIR A RS BA AR 2 4816
its subsidiaries and associates operate and generate taxable REBERM LR - BEET
income. Management periodically evaluates positions taken Higt Al TR ENERNBER S K
in tax returns with respect to situations in which applicable WIER - SR RMR - WEE
tax regulation is subject to interpretation and considers KBRS B X ReLET
whether it is probable that a taxation authority will accept an B WS - REEIRBRAREE
uncertain tax treatment. The group measures its tax balances IR Bk TEEEE (R T &
either based on the most likely amount or the expected value, 5 AT AT HETE A R A BROR T B
depending on which method provides a better prediction of ME) + sTEEFUEREE

the resolution of the uncertainty.

(i) Deferred income tax (i) EEFTEH

Deferred income tax is provided in full, using the liability BLEAMSHAABEREERAE
method, on temporary differences arising between the tax NERHRAEES:  GREHE
bases of assets and liabilities and their carrying amounts in AV RERBEGHRE®R - A
the consolidated financial statements. However, deferred - MECHBEAEREEE 2D
tax liabilities are not recognised if they arise from the initial HRER - BN TRER © WELEHE
recognition of goodwill. Deferred income tax is also not TR E MR —ERRZ ST
accounted for if it arises from initial recognition of an asset Bt RERBBEIR S (XS
or liability in a transaction other than a business combination PHRIN 2 BES B - BIEREMS
that at the time of the transaction affects neither accounting BT T AR c IBRIEAMESHARSE
nor taxable profit or loss. Deferred income tax is determined HRE R B E M 2 B (R4
using tax rates (and laws) that have been enacted or JE)ETE  TARTER B BIRLEATS TR
substantively enacted by the end of the reporting period and BEESAIELEMSEHaEEER
are expected to apply when the related deferred income tax FER -

asset is realised or the deferred income tax liability is settled.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHEE®)
POLICIES (Continued)

2.23 Current and deferred income tax (Continued) 223 ERRIELEFREHRE)
(i) Deferred income tax (Continued) (i) EEFEH(E)

Deferred tax liabilities in relation to investment property that
is measured at fair value is determined assuming the property
will be recovered entirely through sale.

Deferred tax assets are recognised only if it is probable
that future taxable amount will be available to utilise those
temporary differences and losses.

Deferred tax liabilities and assets are not recognised for
temporary differences between the carrying amount and
tax bases of investments in foreign operations where the
company is able to control the timing of the reversal of the
temporary differences and it is probable that the differences
will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is
a legally enforceable right to offset current tax assets and
liabilities and when the deferred tax balances related to the
same taxation authority. Current tax assets and tax liabilities
are offset where the entity has a legally enforceable right to
offset and intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

Current and deferred tax is recognised in profit or loss,
except to the extent that it relates to items recognised in
other comprehensive income or directly in equity. In this case,
the tax is also recognised in other comprehensive income or
directly in equity, respectively.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.24 Employee benefits
Employee entitlements to sick leave and maternity leave are not
recognised until the time of leave.

(i) Retirement benefit costs
The full-time employees of the Group are covered by various
government-sponsored pension plans under which the
employees are entitled to a monthly pension based on certain
formulas.

The relevant government agencies are responsible for the
pension liabilities to these retired employees. The Group
contributes on a monthly basis to these pension plans. Under
these plans, the Group has no further payment obligations
for post-retirement benefits beyond the contributions made.

Contributions to these plans are expensed as incurred.

(ii) Bonus entitlements
The expected cost of bonus is recognised as a liability when
the Group has a present legal or constructive obligation
for payment of bonus as a result of services rendered by
employees and a reliable estimate of the obligation can be
made.

Liabilities for bonus are expected to be settled within 12
months and are measured at the amounts expected to be
paid when they are settled.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHEE®)
POLICIES (Continued)

2.25 Share-based payments 225 DRBAER N

The Group operates a number of share-based payment schemes
(in the form of share awards and share options) for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Under such
schemes, employees (including directors) of the Group may receive
equity instruments as remuneration for their services rendered
("equity-settled transactions”). The fair value of the employee
services and other qualifying participants’ services received in
exchange for the grant of equity instruments of the Group is
recognised as an expense over the vesting period, i.e. the period
over which all of the specified vesting conditions are to be satisfied
and credited to equity.

Share options

The fair value of options granted to employees is recognised as an
employee benefits expense with a corresponding increase in equity.
The total amount to be expensed is determined by reference to the
fair value of the options granted:

— including any market performance conditions (eg the entity’s
share price)

— excluding the impact of any service and non-market
performance vesting conditions (eg profitability, sales growth
targets and remaining an employee of the entity over a
specified time period), and

— including the impact of any non-vesting conditions (eg the
requirement for employees to save or hold shares for a
specific period of time).

The total expense is recognised over the vesting period, which is
the period over which all of the specified vesting conditions are
to be satisfied. At the end of each period, the entity revises its
estimates of the number of options that are expected to vest based
on the non-market vesting and service conditions. It recognises the
impact of the revision to original estimates, if any, in profit or loss,
with a corresponding adjustment to equity.
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHBZE®)
POLICIES (Continued)

2.25 Share-based payments (Continued) 225 DR AER AR (®)

Share awards

Under the Share Award Scheme, the directors and certain
employees of the Group are entitled to receive shares in the
Company. The shares held under trust by a financial institution
(“Trustee”) for the benefit of the director and employees, would
be paid and the paid up consideration would be capitalised in the
Company’s reserves. The Trustee has been instructed to buy shares
from the market using the funds held by the Trustee to grant
shares to the director and employees. The Group has also grant
shares of it subsidiaries to certain employee (including directors) at
the subsidiaries level.

The total of the expense over the vesting period is determined by
reference to the fair value of the share options and shares granted,
excluding the impact of any non-market vesting conditions (for
example, profitability and sales growth targets). Non-market
vesting conditions are included in assumptions about the number
of shares or share options that are expected to vest. The total
amount expensed is recognised over the vesting period, which is
the period over which all of the specified vesting conditions are to
be satisfied. At each consolidated statement of financial position
date, the Group revises its estimates of the number of shares or
share options that are expected to vest based on the nonmarketing
vesting and service conditions. It recognises the impact of the
revision to original estimates, if any, in the consolidated statement
of comprehensive income, and a corresponding adjustment to
equity.
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.26

227

Provisions

Provisions for legal claims, service warranties and make good
obligations are recognised when the Group has a present legal or
constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation
and the amount can be reliably estimated. Provisions are not
recognised for future operating losses.

Where there are a number of similar obligations, the likelihood
that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any
one item included in the same class of obligations may be small.

Provisions are measured at the present value of the management’s
best estimate of the expenditure required to settle the present
obligation at the end of the reporting period. The discount rate
used to determine the present value is a pre-tax rate that reflects
current market assessments of the time value of money and the
risks specific to the liability. The increase in the provision due to the
passage of time is recognised as interest expense.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable, and represents amounts receivable for goods
sold or services performed, stated net of discounts, returns and
value-added taxes. The Group recognises revenue when the
specific criteria have been met for each of the Group's activities, as
described below.
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHBZE®)
POLICIES (Continued)

227 SHEWARER(E®)
HEWANE DRI I HEEBER

2.27 Revenue recognition (Continued)
Revenue is recognised when or as the control of goods or services is

transferred to a customer. Depending on the terms of the contract
and the laws that apply to the contract, control of the goods and
services may be transferred over time or at a point in time. Control
of the goods and services is transferred over time if the Group's
performance:

o provides all of the benefits received and consumed
simultaneously by the customer;

. creates and enhances an asset that the customer controls as
the Group performs; or

e does not creates an asset with an alternative use to the
Group and the Group has an enforceable right to payment
for performance completed to date.

If control of the goods and services transfers over time, revenue
is recognised over the period of the contract by reference to
the progress towards complete satisfaction of that performance
obligation. Otherwise, revenue is recognised at a point in time
when the customer obtains control of the goods and services.

When determining the transaction price to be allocated to different
performance obligations, the Group first determines the service
fees that the Group entitles in the contract period and adjusts
the transaction price for variable considerations and significant
financing component, if any. The Group includes in the transaction
price some of all of an amount of variable considerations only to
the extent that it is highly probable that a significant reversal in
amount of cumulative revenue recognised will not occur when
the uncertainty associated with the variable consideration is
subsequently resolved.

When either party to a contract has performed, the Group presents
the contract in the consolidated statement of financial position as
a contract related asset or a contract liability, depending on the
relationship between the entity’s performance and the customer’s
payment.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHEE®)
POLICIES (Continued)

227 SHEWARER@E@®)

2.27 Revenue recognition (Continued)

A contract related asset is the Group's right to consideration in
exchange for goods and services that the Group has transferred to
a customer or cost to obtain a contract. A receivable is recorded
when the Group has an unconditional right to a consideration. A
right to consideration is unconditional if only the passage of time
is required before payment of that consideration is due. Contract
assets related to cost to obtain the contracts are recognised over
the life of the contracts to which they related.

If a customer pays consideration or the Group has a right to an
amount of consideration that is unconditional, before the Group
transfers a good or service to the customer, the Group presents
the contract liability when the payment is made or a receivable is
recorded (whichever is earlier). A contract liability is the Group’s
obligation to transfer goods or services to a customer for which the
Group has received consideration (or an amount of consideration is
due) from the customer.

The following is a description of the accounting policy for the
principal revenue streams of the Group.

(i) Revenue from B2B trading platform

Revenue from B2B trading business primarily comprised
commission income and revenue from merchandise sales.
Commission income is recognised for transactions where the
Group is not the primary obligor, is not subject to inventory
risk and does not have latitude in establishing prices and
selecting suppliers. Commission income is recognised on a
net basis which is based on a fixed percentage of the sales
amount.

Revenue from merchandise sales and related costs is
recognised on a gross basis when the Group acts as a
principal. Revenue from merchandise sales are recognised at
the point in time when the control of the merchandise has
been transferred, being when the goods are delivered.
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.27 Revenue recognition (Continued)

(ii)

(iii)

HC GROUP INC.

Revenue from online services and advertisement
Advertising income from internet portals, mobile devices,
trade catalogues, yellow page directories and printed
periodicals is recognised ratably over the contracted period in
which the advertisements are displayed.

Subscription fee income from online services is recognised
over the period of contracts entered with the customers. The
unrecognised portions of contract sum are recognised as
contract liabilities.

The excess of cumulative revenue recognised in consolidated
statement of comprehensive income over the cumulative
payments made by customers is recognised as contract assets.
The contract assets are recognised as a receivable when the
Group's right to consideration is unconditional.

Some contracts include multiple performance obligations and
do not include any integration services. They are therefore
accounted for as separate performance obligations. Revenue
from each of the performance obligations is recognised by
allocating the transaction price based on the stand-alone
service price. Under HKFRS 15, the rebate to customers
is a variable consideration and to be net off against the
transaction price.

Revenue from anti-counterfeiting business
Anti-counterfeiting business comprises revenue from
providing anti-counterfeiting products and services. Revenue
from selling of anti-counterfeiting products is recognised
at the point in time when the control of the products has
been transferred, being when the goods are delivered.
Revenue from anti-counterfeiting services is recognised in
the accounting period in which the services are rendered, by
reference to stage of completion of the specific transaction
and assessed on the basis of actual services provided as a
proportion of the total service to be provided. Customers
are invoiced upon the completion of services or on a regular
basis.

ANNUAL REPORT 2020

2 FESTHBEBEw

227 SHEWARER(E®)

(i)

(iii)

KRERLIRBREGZHERA
KA BEAPIF AL  BERE
TR%B% ERBHEIARMAT
ZEEWARRRES AL
WIZLL DIRERR o

RARERBZAIHERARESR
PRI ZEHMHMAMER - AHER
ZREROERRANEE -

RAafERa R RN ERZ R5T#H
ERABBE P AEH 2 25508
ZERERRENEE - ANEE
PAZR 52 B KB B By R 88 161
iy R AR AR PR MR -

MABHBRZHBENRML - EL
TEEEAEE RS - FHtHIIER
RBUBHEL BHRBENEEZ
HERARD R ZERE R
ERER - REFBPBRELE
FE155 0 MEPERA/TEEER
= UHIEHEZSME -

KEGREBZHERA

BREBefkaREnBERR
IRz HEWA - REHEHBE
a2 38 B W AR B RS B 4% 11 4 (B
RIS 2 F B ERRER - kA
W 15 AR 7 2 S & WM AR R AR 7% 2
BT MR R T X 5 S AR B
R WREFTIRM 2 BERRB(E
TreHtIRG 8 2 P T ARFRE -
A AR5 ST Ak B 3 TE B M) 2 P B AL 3

E
o~ °



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.27 Revenue recognition (Continued)

(iv)

(v)

(vi)

Revenue from marketing events, exhibition, seminars
and other services

Revenue from the hosting of marketing events, trade
exhibitions and business seminars is recognised in the
accounting period in which the services are rendered, by
reference to stage of completion of the specific transaction
and assessed on the basis of actual services provided as a
proportion of the total service to be provided. Customers
are invoiced upon the completion of services or on a regular
basis.

Revenue from sales of properties

Revenue from sales of properties are recognised at the point
in time when the control over the properties are transferred
to the purchaser, which occurs when legally binding
unconditional sales contract were entered, the construction
of the relevant properties has been completed, and the
properties have been delivered to the purchasers pursuant to
the sale contracts. The excess of cumulative payments made
by purchasers of properties over the cumulative revenue
recognised in consolidated statement of comprehensive
income is recognised as contract liabilities. The contract
liability is recognised as revenue when the Group satisfies its
performance obligations.

Revenue from sales of construction equipment

Revenue from sales of construction equipment is recognised
at the point in time when the control over the construction
equipment is transferred to the purchasers, which occurs
when legally binding unconditional sales contracts were
entered, the production of the relevant equipment has been
completed, and the equipment has been delivered to the
purchasers pursuant to the sale contracts.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHBZE®)
POLICIES (Continued)

228 REBME R 2 HEWA

2.28 Financing services income

Interest income attributable to finance leases is recognised over the
lease term on a systematic and rational basis so as to produce a
constant rate of return on the net investment in the finance lease.

Interest income and expense for asset factoring and microcredit
financing services are recognised within “Interest income from
financing service” and “Cost of revenue” in consolidated
statement of comprehensive income using the effective interest
method, while the interest from bank deposits are recognised
within “finance income” in the consolidated statement of
comprehensive income.

The effective interest method is a method of calculating the
amortised cost of a financial asset or a financial liability and of
allocating the interest income or interest expense over the relevant
period. The effective interest rate is the rate that exactly discounts
estimated future cash payments or receipts through the expected
life of the financial instrument or, when appropriate, a shorter
period to the net carrying amount of the financial asset or financial
liability. When calculating the effective interest rate, the Group
estimates cash flows considering all contractual terms of the
financial instrument (for example, prepayment options) but does
not consider future credit losses. The calculation includes all fees
and payments paid or received between parties to the contract that
are an integral part of the effective interest rate, transaction costs
and all other premiums or discounts.

Once a financial asset or a group of similar financial assets has
been written down as a result of an impairment loss, interest
income is recognised using the credit-adjusted effective interest
rate to the cost of the financial asset.

HC GROUP INC. ANNUAL REPORT 2020

BMAHERENBBRAR RS RS IEEL
AR - NS E HEREFHE
2 [ETE B

PIEEERE R/ EEFRE RS S
WA TR RAEBRMEENE faFa IR
&R BE RS SMA R
ERAR JFER - HESRTT A B AR A B
fra Ui 2 [ B JRER -

EENEENAHHEMEERERAEBZ
B RN AR R EAR 0 RS M A SR
BRX 2% - BERMNEEZem TAR
SHFE RS EIE M A (B R ) B b ET R K
ReXHIWALERERESMEESS
BAEEZREFEINE - SHEERNE
B AEBEEESBRTAZ —YIANEK
R (PINER P8R B ) B R E BRI
EFEBEREARERE - FTERERR
FIRIB D PR ST R BRI 2 — 4]
BRANNR - RBRAREAMAAHE K
ik o

—EEMEER AR EREERR
EEEMBURE - FISWARBEERE
BERME - RS REEKA T AR °



Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.29 Earnings per share

(i)

(ii)

Basic earnings per share
Basic earnings per share is calculated by dividing:

the profit attributable to owners of the Company, excluding
any costs of servicing equity other than ordinary shares by
the weighted average number of ordinary shares outstanding
during the financial year, adjusted for bonus elements in
ordinary shares issued during the year and excluding treasury
shares.

Diluted earnings per share

Diluted earnings per share adjusts the figures used in the
determination of basic earnings per share to take into
account:

the after income tax effect of interest and other financing
costs associated with dilutive potential ordinary shares, and
the weighted average number of additional ordinary shares
that would have been outstanding assuming the conversion
of all dilutive potential ordinary shares.

2.30 Dividend income

Dividends are received from financial assets measured at fair
value through other comprehensive income (FVOCI). Dividends
are recognised as other income in profit or loss when the right
to receive payment is established. This applies even if they are
paid out of pre-acquisition profits, unless the dividend clearly
represents a recovery of part of the cost of an investment. In this
case, the dividend is recognised in OCl if it relates to an investment
measured at FVOCI. However, the investment may need to be
tested for impairment as a consequence.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHBZE®)
POLICIES (Continued)

2.31 Leases 2317E

As a lessee

Leases are recognised as a right-of-use asset and a corresponding
liability at the date at which the leased asset is available for use by
the Group. Rental contracts are typically made for fixed periods of
1 to 10 years. Lease terms are negotiated on an individual basis
and contain a wide range of different terms and conditions.

Contracts may contain both lease and non-lease components. The
Group allocates the consideration in the contract to the lease and
non-lease components based on their relative stand-alone prices.
However, for leases of real estate for which the Group is a lessee,
it has elected not to separate lease and non-lease components and
instead accounts for these as a single lease component.

Assets and liabilities arising from a lease are initially measured on a
present value basis. Lease liabilities include the net present value of
the following lease payments:

. fixed payments (including in-substance fixed payments), less
any lease incentives receivable

e  variable lease payment that are based on an index or a
rate, initially measured using the index or rate as at the
commencement date

o amounts expected to be payable by the Group under residual
value guarantees

e the exercise price of a purchase option if the Group is
reasonably certain to exercise that option, and

e payments of penalties for terminating the lease, if the lease
term reflects the Group exercising that option.

Lease payments to be made under reasonably certain extension
options are also included in the measurement of the liability.

The lease payments are discounted using the interest rate implicit
in the lease. If that rate cannot be readily determined, which is
generally the case for leases in the Group, the lessee’s incremental
borrowing rate is used, being the rate that the individual lessee
would have to pay to borrow the funds necessary to obtain an
asset of similar value to the right-of-use asset in a similar economic
environment with similar terms, security and conditions.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEZ:BEHEE®)
POLICIES (Continued)

2.31 Leases (Continued) 231HE )

As a lessee (Continued)

To determine the incremental borrowing rate, the Group where
possible, uses recent third-party financing received by the individual
lessee as a starting point, adjusted to reflect changes in financing
conditions since third party financing was received.

Lease payments are allocated between principal and finance cost.
The finance cost is charged to profit or loss over the lease period so
as to produce a constant periodic rate of interest on the remaining
balance of the liability for each period.

Right-of-use assets are measured at cost comprising the following:
e the amount of the initial measurement of lease liability,

e any lease payments made at or before the commencement
date less any lease incentives received,

. any initial direct costs, and
o restoration costs.

Right-of-use assets are generally depreciated over the shorter of
the asset’s useful life and the lease term on a straight-line basis.

Payments associated with short-term leases are recognised on
a straight-line basis as an expense in consolidated statement of
comprehensive income. Short-term leases are leases with a lease
term of 12 months or less.

As a lessor

The Group classifies all leases as operating leases as the Group
will not transfer substantially all the risks and rewards incidental to
ownership of the underlying asset. Rental income from operating
leases where the Group is a lessor, including 020 business
exhibition centre and other investment properties, is recognised
within “Revenue” in the consolidated statement of comprehensive
income on a straight-line basis over the lease term. Income from
renting of construction equipment is recognised over the lease
period on a straight-line basis or other systematic basis by reference
to the pattern in which benefit from the use of the underlying assets
is diminished. The lease terms are between 1 and 12 years, the
Group has classified these leases as operating leases. Initial direct
costs incurred in obtaining an operating lease are added to the
carrying amount of the underlying asset and recognised as expense
over the lease term on the same basis as lease income. The
respective leased assets are included in the consolidated statement
of financial position based on their nature.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

232

2.33

234

Government grants

Grants from the government are recognised at their fair values
when there is a reasonable assurance that the grants will be
received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised
in the consolidated statement of comprehensive income over
the period necessary to match them with the costs that they are
intended to compensate.

Dividend distribution

Provision is made for the amount of any dividend declared, being
appropriately authorised and no longer at the discretion of the
entity, on or before the end of the reporting period but not
distributed at the end of the reporting period.

Sale and leaseback transaction

A sale and leaseback transaction involves the sale of an asset and
the leasing back of the same asset. The lease payment and the sale
price are usually interdependent because they are negotiated as a
package.

The Group measures the right-of-use asset arising from the
leaseback at the proportion of the previous carrying amount of the
properties held for sale that relates to the right of use retained by
the Group. Accordingly, the Group recognises only the amount of
any gain or loss that relates to the rights transferred to the buyer-
lessor. If the sale price is below fair value, it shall be accounted for as
prepayment of lease payments. If the sale price is above fair value,
it shall be accounted for as additional financing provided by the
buyer-lessor to the Group.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT 3 BERBERE

3.1 MHEREE

3.1 Financial risk factors

The Group's activities expose it to a variety of financial risks:
market risk (including foreign exchange risk, interest rate risk
and price risk), credit risk and liquidity risk. The Group’s overall
risk management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse effects
on the Group's financial performance.

Risk management is carried out by a central finance department
(the “Finance Department”) headed by the Chief Financial Officer
of the Group. The Finance Department identifies and evaluates
financial risks in close co-operation with the Group’s operating
units to cope with overall risk management as well as specific areas
such as market risk, credit risk and liquidity risk.

(a) Market risk
(i)  Foreign exchange risk
The Group operates in Hong Kong and the PRC and
majority of its transactions are denominated in the
functional currencies of the respective entities. The
Group has no material foreign currency denominated
assets and liabilities and does not have material
exposure on foreign exchange risk.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(a) Market risk (Continued)

(ii)

(i)

Interest rate risk

As at 31 December 2020, the Group's interest rate risks
arises from its loan and interest receivables, cash and
cash equivalents, and restricted bank deposits, details of
which have been disclosed in notes 22 and 31.

The Group’s exposure to changes in interest rates is
also attributable to its lease liabilities and borrowings,
details of which have been disclosed in notes 16 and
36. Borrowings carry at fixed rates expose the Group to
low fair value interest-rate risk.

Borrowings at variable rates expose the Group to cash
flow interest-rate risk. As at 31 December 2020, if
interest rate had increased/decreased by 50 basis points
(2019: 50 basis points) with all other variable constant,
the Group’s loss after tax and total comprehensive loss
would have been approximately RMB3,434,000 higher/
lower (2019: loss after tax and total comprehensive loss
would have been approximately RMB5,862,000 higher/
lower).

The Group regularly monitors its interest rate risk to
ensure there are no undue exposures to significant
interest rate movements and regular reporting is
provided to the management for the Group’s debt and
interest rates exposure.

Price risk

The Group's exposure to equity securities price risk
arises from investments held by the Group and classified
in the consolidated statement of financial position
as fair value either through profit or loss or other
comprehensive income (note 27).
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)

(a)

(b)

Market risk (Continued)
(iii)  Price risk (Continued)

Post-tax loss for the year would decrease/increase by
approximately RMB1,720,000 (2019: Post-tax loss for
the year would decrease/increase by approximately
RMB4,017,000) as a result of 10% gains/losses on
financial assets classified as at fair value through profit
or loss. Other components of equity would increase/
decrease by approximately RMB8,072,000 (2019:
RMB6,539,000) as a result of 10% gains/losses on
equity securities classified as either at fair value through

other comprehensive income.

Credit risk

Credit risk is managed on a group basis. The credit risk
mainly arisen from a customer’s inability or unwillingness to
meet its financial obligations. It arises primarily from the loan
receivables from the financing service segment.

Impairment of financial assets

The Group has following types of financial assets that are
subjected to HKFRS 9's new expected credit loss (“ECL")

model:

e Trade receivables

o Contract assets

o Finance lease receivables

o Loans and interest receivables
o Other receivables and deposits
o Restricted bank deposit

e (Cash and cash equivalents
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Impairment of financial assets (Continued)

(i

Trade receivables and contract assets

The trade receivables and contract assets mainly arise
from the business of B2B trading, the online services
and advertisement, anti-counterfeiting products and
services, and market event services. The Group generally
grants a credit period ranging from 90 days to 270
days to customers depending on business segment.
The Group applies the HKFRS 9 simplified approach to
measure expected credit losses which uses a lifetime
expected loss allowance for all trade receivables and
contract assets.

There was no significant credit risk for the B2B trading
business as the Group generally required customers to
prepay for the goods before delivery. For B2B trading
business, the Group only granted credit period for
certain customers that are considered creditworthy. The
Group has put in place policies to ensure that provision
of services is made to customers with an appropriate
credit history and the Group performs periodic credit
evaluations of its customers. The Group assesses the
credit risk on an individual and collective basis. Trade
receivables and contract assets have been grouped
based on shared credit risk characteristics, the Group
applies the HKFRS 9 simplified approach collectively to
measure expected credit losses which uses a lifetime
expected loss allowance for all trade receivables and
contract assets. The Group's historical experience
in collection of receivables fall within the recorded
allowances.

To measure the expected credit losses, trade receivables
and contract assets have been grouped based on
shared credit risk characteristics and the days past due.
The contract assets relate to unbilled work in progress
and have substantially the same risk characteristics as
the trade receivables for the same types of contracts.
The Group has therefore concluded that the expected
loss rates for trade receivables and contract assets are
a reasonable approximation of the loss rates for the
contract assets.
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (Continued) 3 UBEBRER@
3.1 Financial risk factors (Continued) 3.1 MBEBEZEE)
(b) Credit risk (Continued) (b) =EmEEE)
Impairment of financial assets (Continued) THEERE(E)
() Trade receivables and contract assets (Continued) () RUERRENEEE)
On that basis, the loss allowance as at 31 December RULELE - BEEEERR R E
2020 and 2019 was determined as follows for trade NEEBTR_Z_ZFR=
receivables and contract assets. T-NF+ZA=+—RHZE

BREEIT -

Morethan  Morethan Morethan Morethan Morethan  More than
Current- 30 days 90days 180days  270days  365days  720days

31 December 2020 30days  pastdue  pastdue  pastdue  pastdue  pastdue  pastdue

BAZ  AM0X  BHX BH80X BH0X  B#365K  AH0K
“BIEEtZAST-R 30k ME NE Mk NE ME NE
Trade receivables, gross ElELE 366,417 87880 31417 6,710 5,364 5212 2510 530570
Loss allowance for trade receivables [EWETERRE (12,345) (6,838) (2,139 (1,586) (1,028) (1.710) (26,640) (52,286)
Contract assets, gross aNEESE 2,99 - - - - - = 2,99
Loss allowance for contract assets aNAEEERR (192) - - - - - - (192)
Expected loss rate EHEER 3.4% 7.8% 6.8% 23.6% 192% 32.8% 96.7% 9.8%

Morethan ~ Morethan ~ Morethan ~ Morethan  Morethan ~ More than
Current- 30 days 90 days 180days  270days  365days 720 days

31 December 2019 30 days past due past due past due past due past due

BAIZ  @HEBOR AR EH0K  RE0R BE720K
“E-NEt-A=t-H 0% ME Bt s B
Trade receivables, gross el EE 277,811 23816 47,678 42,664 26,999 36,275 21,984 477227
Loss allowance for trade receivables MG EERE (6,161) (1,365) (5774)  (10574) (6712)  (17483)  (15460)  (63,529)
Contract assets, gross ANEERE 7,428 - - - - - - 7428
Loss allowance for contract assets ENEEERRE (218) . - - - - - (218)
Expected loss rate il g 22% 5.7% 12.1% 24.8% 24.9% 48.2% 703% 13.2%
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (Continued) 3 UBEBRER®
3.1 Financial risk factors (Continued) 3.1 MBREBEZEGE)
(b) Credit risk (Continued) (b) =EmEE(E)
Impairment of financial assets (Continued) THEEREE)
() Trade receivables and contract assets (Continued) () RUSERRAENEEE)
The closing loss allowances for trade receivables and RZEZZTERZZT—NF
contract assets as at 31 December 2020 and 2019 +ZA=+—8  BREREK
reconcile to the opening loss allowances are summarised BHEEZ FREBRBHES
as follows: IEER 2 HERM T

Trade Contract
receivables assets

PE LS R R BHEE
RMB'000 RMB’000
AR®T T ARET T

Loss allowance at RZE-NF—A—HZ

1 January 2019 SRR 32,427 108
Increase in loss allowance recognised & RN BzETER 2 B UEE

in profit or loss during the year BN 33,904 858
Receivables written off during FAME AT TR E 2 'R

the year as uncollectible I8 (1,934) -
Deemed disposal of subsidiaries RIEHEWNBE AR (868) (748)
Loss allowance at —E-AE+ZA=+-HBRK

31 December 2019 and “ECEF—-A—HAZ2

1 January 2020 EREE 63,529 218

Increase/(decrease) in loss allowance  FRRIBEEHERZ EE

recognised in profit or loss L, O )

during the year 44,333 (26)
Receivables written off during FAME AT TR E 2 'R

the year as uncollectible ;IE (50,916) =
Disposal of subsidiaries HEHE AR (4,660) -
Loss allowance at —E-EF+ZA=+—-H2

31 December 2020 EREE 52,286 192
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Impairment of financial assets (Continued)

(i

(ii)

Trade receivables and contract assets (Continued)

Trade receivables and contract assets are written off
when there is no reasonable expectation of recovery.
Indicators that there is no reasonable expectation of
recovery include, amongst others, the failure of a debtor
to engage in a repayment plan with the Group.

Impairment losses on trade receivables and contract
assets are presented as “net impairment losses of
finance assets” within operating profit. Subsequent
recoveries of amounts previously written off are credited
against the same line item.

Finance lease receivables

The Group applies general approach under HKFRS 9
to measure expected credit losses for all finance leases
receivables.

Under the general approach, financial assets migrate
through three stages based on the change in credit risk
since initial recognition. As at 31 December 2020, all of
the finance lease receivables are classified under stage 1
(31 December 2019: same).

Impairment losses on finance lease receivables are
presented as “net impairment losses of finance assets”
within operating profit. Subsequent recoveries of
amounts previously written off are credited against the
same line item.

3
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Impairment of financial assets (Continued)

(iii)

Loans to customers of financing services business

The credit risk of loans and interest receivables mainly
arises from micro-credit financing business. To manage
risk arising from loan and interest receivables, the
Group has established relevant mechanism to cover
credit risk in key operational phases of micro-credit
financing business, including pre-lending evaluations,
credit approval, and post-lending monitoring. The
Group conducts customer acceptance and due diligence
by operating department and risk management
department in the pre-lending evaluations.

In the credit approval phase, all loans applications
are subjected to the assessment and approval of the
Department Manager, General Manager and Risk
Assessment Committee of the Micro-credit company,
depending on the amount and nature of the loans.
During the post-lending monitoring, the Group
conducts on-site inspections and off-site inquiries to
detect potential risks by evaluating various aspects,
including but not limited to the customer’s operational
and financial conditions, status of collaterals and other
sources of repayment.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3  FINANCIAL RISK MANAGEMENT (Continued) 3 BIERMEREG:

3.1 BERBREE®)

(b) =EmEEE)
TEEERE(E)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Impairment of financial assets (Continued)

(iii)

Loans to customers of financing services business
(Continued)

In accordance with the regulations issued by the local
regulatory authority, Chongqing Financial Affairs Office
(EEMERIT/ERAE), the Group has established a
loan credit risk classification system based on the type
of collateral and credit period, and performs credit risk
management based on loan classification in one of five
categories. The Group classifies loans into the following
five categories: normal, special-mention, substandard,
doubtful and loss. Loans classified as substandard,
doubtful and loss are regarded as nonperforming loans.

Borrowers can honour the terms of
their loans. There is no reason to
doubt their ability to repay principal
and interest in full on a timely basis.

Normal:

Special-
mention:

Borrowers are currently able to service
their loans and interest, although
repayment may be adversely
affected by specific factor.

Substandard: Borrowers’ ability to service their
loans is in question and they cannot
rely entirely on normal business
revenues to repay principal and
interest. Losses may ensue even
when collateral or guarantees are

invoked.

(iii)
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Impairment of financial assets (Continued)

(iii)

Loans to customers of financing services business

(Continued)

Doubtful: Borrowers cannot repay principal and
interest in full and significant losses
will need to be recognised even
when collateral or guarantees are
invoked.

Loss: Principal and interest of loans cannot
be recovered or only a small
portion of them can be recovered
after taking all possible measure
or resorting to all necessary legal
procedures.

The Group applies general approach under HKFRS 9 to
measure expected credit losses for all loans and interest
receivables accounted for at amortised cost.

Under the general approach, financial assets migrate
through the following three stages based on the change
in credit risk since initial recognition:

Stage 1: 12-months ECL

For exposures where there has not been a significant
increase in credit risk since initial recognition and that
are not credit impaired upon origination, the portion
of the lifetime ECL associated with the probability of
default events occurring within the next 12 months is
recognised.

Stage 2: Lifetime ECL — not credit-impaired

For exposures where there has been a significant
increase in credit risk since initial recognition but are
not credit-impaired, a lifetime ECL (i.e. reflecting the
remaining lifetime of the financial asset) is recognised.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Impairment of financial assets (Continued)

(iii)

Loans to customers of financing services business
(Continued)
Stage 2: Lifetime ECL — not credit-impaired (Continued)

At each financial reporting date, the Group assesses
whether there has been a significant increase in credit
risk for exposures since initial recognition by comparing
the risk of default occurring over the expected life
between the reporting date and the date of initial
recognition. The Group considers reasonable and
supportable information that is relevant and available
without undue cost or effort for this purpose. This
includes quantitative and qualitative information and
also, forward-looking analysis.

The Group considers loan and interest receivables to
have experienced a significant increase in credit risk
if the loans overdue exceeds 30 days on contractual
payment.

Stage 3: Lifetime ECL — credit-impaired

Exposures are assessed as credit-impaired when one
or more events that have a detrimental impact on the
estimated future cash flows of that asset have occurred.
For exposures that have become credit-impaired,
a lifetime ECL is recognised and interest revenue is
calculated by applying the effective interest rate to the
amortised cost (net of provision) rather than the gross
carrying amount.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Impairment of financial assets (Continued)

(iii)

Loans to customers of financing services business
(Continued)

The Group considers a loan is default, when it is credit
impaired. Generally, overdue for more than 90 days
on contractual payment terms is considered default.
In addition, other qualitative indicators have been
considered, including the borrower is in insolvent or
bankruptcy, or the loan is classified as nonperforming
loans under loan credit risk classification system.

The amount of ECL is measured as the probability
weighted present value of all cash shortfalls over the
expected life of the financial asset discounted at its
original effective interest rate. The cash shortfall is the
difference between all contractual cash flows that are
due to the Group and all the cash flows that the Group
expects to receive. The amount of the loss is recognised
and presented as “net impairment losses of financial
assets” within operating profit.

If, in a subsequent period, credit quality improves and
reverses any previously assessed significant increase
in credit risk since origination, then the provision for
doubtful debts reverts from lifetime ECL to 12-months
ECL.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (Continued) 3 HBEBREE@m
3.1 Financial risk factors (Continued) 3.1 MBEBEZEE)
(b) Credit risk (Continued) (b) =EmEEE)
Impairment of financial assets (Continued) THEERE(E)
(i) Loans to customers of financing services business (i) ERTRERBEB2EFR
(Continued) (#8)
As at 31 December 2020 and 2019, the loss allowance RZZEZTFR-ZFT—NF
for loans to customers of financing services business +ZA=+—H8 EXTF@E
was determined as follows. RIS 2 &P 2 B EE
TEAR ©

2020
“E-ZE
Stage 1 Stage 2 Stage 3
low credit risk not credit- credit-
(12 month impaired impaired

ECL) (Lifetime ECL) (Lifetime ECL)

F1RR EFLL EEl L

EEERER  REHEE EERE

(+=ER%EH (2HRM (279
FEER) REER) FEER) @it
RMB'000 RMB'000 RMB'000 RMB'000
ARBTR  ARBTR  AREBTR  ARETR

At 31 December 2020 R-B-EE+-A=+-H

Gross carrying amount ERaE 771,506 600,225 229,711 1,601,442

Loss allowance BiREE (12,229) (39,662) (132,258) (184,149)
759,277 560,563 97,453 1,417,293

Expected loss rate BHEER 1.59% 6.61% 57.58% 11.50%
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

3 FINANCIAL RISK MANAGEMENT (Continued) 3 UBEBRER®
3.1 Financial risk factors (Continued) 3.1 MERBER®)
(b) Credit risk (Continued) (b) =EmEE(E)
Impairment of financial assets (Continued) THEEREE)
(i) Loans to customers of financing services business (i) ERTRERBEBZER
(Continued) (%)

Stage 1
low credit risk
(12 month

2019
—Z-NE
Stage 2
not credit-
impaired
(Lifetime ECL)

Stage 3
credit-
impaired
(Lifetime ECL)

n

EEBR)
RMB'000 RMB'000 RMB'000
AREFT ARBTT AREFT ARBFT

At 31 December 2019 RZB-RAE+=A=1+-H

Gross carrying amount ERAE 1,405,246 - 279,737 1,684,983
Loss allowance BERE (13,597) - (126,417) (140,014)
1,391,649 - 153,320 1,544,969
Expected loss rate HHEER 0.97% - 45.2% 831%

The loss allowances for financial assets are based on
assumptions about risk of default and expected loss
rates. The Group uses judgement in making these
assumptions and selecting the inputs to the impairment
calculation, based on the Group’s past history, existing
market conditions as well as forward looking estimates
at the end of each reporting period.

Impairment and provisioning policies

The assessment of credit risk of a portfolio of assets
entails further estimations as to the likelihood of
defaults occurring, of the associated loss ratios and of
default correlations between counterparties. The Group
measure credit risk using Probability of Default (“PD"),
Exposure at Default (“EAD"”) and Loss Given Default
("LGD").
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Impairment of financial assets (Continued)

(iii)

Loans to customers of financing services business
(Continued)

Impairment and provisioning policies (Continued)

The expected credit losses are measured on either a
12-month or Lifetime basis depending on whether a
significant increase in credit risk has occurred since
initial recognition or whether an asset is considered
to be credit-impaired. Expected credit losses are the
discounted product of the PD, EAD and LGD.

The ECL is determined by projecting the PD, EAD and
LGD for each future month and for each portfolio.
These three components are multiplied together and
adjusted for the likelihood of survival (i.e. the exposure
has not prepaid or defaulted in an earlier month). This
effectively calculates an ECL for each future month,
which is then discounted back to the reporting date
and summarised. The discount rate used in the ECL
calculation is the original effective interest rate or an
approximation thereof.

The calculation of ECL incorporate forward-looking
information. The Group has performed historical analysis
and identified the key economic variables impacting
credit risk and expected credit losses.

As with any economic forecasts, the projections and
likelihoods of occurrence are subject to a high degree of
inherent uncertainty and therefore the actual outcomes
may be significantly different to those projected. The
Group considers these forecasts to represent its best
estimate of the possible outcomes.
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)

Impairment of financial assets (Continued)

(i) Loans to customers of financing services business
(Continued)
Impairment and provisioning policies (Continued)
The assessment of ECL incorporates forward-looking
information in respect of PD. The Group has performed
historical analysis and identified the key economic
variable impacting credit risk and ECL for loan portfolio:

Key economic variable

TERELSE

Gross Domestic Product (“GDP") growth rate
NEELE(BREESE])LRE

Money supply measure ("M2")
gRftErE(Mm2))

The Group uses economic variable assumptions when
determine the expected GDP growth rate and M2. The
weightings assigned to each economic scenario at 31
December 2020 were 80% for base, 10% for upside
and 10% for downside (31 December 2019: same).
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Notes to the Consolidated Financial Statements

BOT MR

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (continued) 3

3.1 Financial risk factors (Continued)

(b) Credit risk (Continued)
Impairment of financial assets (Continued)
Loans to customers of financing services business

(iii)

(Continued)
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BEREEE )

3.1 MEBEEE)
(b) FEREGE)

Impairment and provisioning policies (Continued)

The most significant assumptions affecting the ECL
allowance are GDP growth rate and M2 growth rate.
Set out below are the changes to the ECL as at 31
December 2020 and 2019 that would result from
increasing/decreasing GDP growth rate by 1% or M2
growth rate by 1% in each of the base, upside and

downside scenarios:

GDP growth rate
As at 31 December 2020

M2
As at 31 December 2020

GDP growth rate
As at 31 December 2019

M2
As at 31 December 2019

BREEABERERE
RZZ-ZF+-_A=+—H

M2
R-F-TF+-_A=+—H

BAREEABERRR
R=ZZE—NF+=-A=+—A~

M2
~hE+=B=+-8

The loss allowance recognised in the year is impacted by
a variety of factors, as described below:

e Transfers between Stage 1 and Stages 2 or 3
due to loan receivables experiencing significant
increases (or decreases) of credit risk in the year,
and the subsequent “step up” (or “step down")
between 12-month and Lifetime ECL;

e Additional allowances for new financial
instruments recognised, as well as releases for loan
receivables derecognised in the year; and

e  Loan receivables derecognised and write-offs of
allowances related to assets that were written off

during the year.
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R

+1% 1%
(2,508,799) 2,638,533
+1% 1%
(238,894) 240,017
+1% 1%
(1,118,965) 1,447,644
+1% 1%
(572,598) 478,048
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (Continued) 3 MBEBREE@®
3.1 Financial risk factors (Continued) 3.1 BEREBERE®)
(b) Credit risk (Continued) (b) =EmEE(E)
Impairment of financial assets (Continued) THEEREE)
(i) Loans to customers of financing services business iy ERTRHERBEBEFP
(Continued) (#8)
Impairment and provisioning policies (Continued) B R B E R ()
The following tables explain the changes in the loss TRGAFAFNEFRBRER
allowance for loan receivables between the beginning RS RE=mEE 2 EERE
and the end of the year due to these factors: 2

Stage 1 Stage 2 Stage 3 Total
F1ER 2B E3MER @t

RMB’000 RMB’000 RMB’000 RMB000
ARBTT  AR®TT ARBTT  AR®TR

Loss allowance as of BE-Z-Zf-f-H2

1 January 2020 EERE 13,597 - 126,417 140,014
Transfer: L=y 28
Transfer from FIRREREFRE

Stage 1 to Stage 2 (7,661) 15,642 - 7,981
Transfer from FRBEBEE3RE

Stage 1 to Stage 3 (36) - 1,457 1,421
Transfer from ERBEBEE B

Stage 2 to Stage 1 = = = -
Transfer from ERBEREEIRER

Stage 2 to Stage 3 = = = -
Transfer from EIREBBEE R

Stage 3 to Stage 1 = - - -
Transfer from EIRBRBBREEIEE

Stage 3 to Stage 2 = = > =
Change in PDs/LGDS/EADs BIOE BHBEAR

Eolcrqmy 6,721 24,020 31,547 62,288

Loan and interest receivables FRHIRER 2 EBER R

derecognised during kst

the year (17,280) - (27,163) (44,443)
New loan receivables originated  Z 7 FTEMER 16,888 - - 16,888
Write-offs HisH - - = =
Loss allowance as of BZ-Z-Z%5+-H

31 December 2020 =t+-B2EBREE 12,229 39,662 132,258 184,149
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (Continued) 3 UBEBRER@
3.1 Financial risk factors (Continued) 3.1 MBEBEZEE)
(b) Credit risk (Continued) (b) =EmEEE)
Impairment of financial assets (Continued) THEERE(E)
(i) Loans to customers of financing services business iy ERTRERBEBZIEFR
(Continued) (%)
Impairment and provisioning policies (Continued) B R BB ()

Stage 1 Stage 2 Stage 3
FER FMEER FIER

RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  AREBTR ARETR ARET:H

Loss allowance as of BE-2-hE-A-H2

1 January 2019 EiERE 27,981 35,352 41,230 104,563
Transfer: B
Transfer from F1RRBBEEIEE

Stage 1 to Stage 2 - - - -
Transfer from F1RREREEIRE

Stage 1 to Stage 3 (572) - 25,876 25,304
Transfer from FRBRELEE 1R

Stage 2 to Stage 1 - - - -
Transfer from EIRBEBEEIMRER

Stage 2 to Stage 3 - (28,294) 152,454 124,160
Transfer from EIRBEBREEIRER

Stage 3 to Stage 1 - - - -
Transfer from FEIBRBHEEIEE

Stage 3 to Stage 2 - - - -
Change in PDS/LGDS/EADs BIOBE BHBAR B

ol mp = (16,886) - (86,851) (103,737)

Loan and interest receivables FRFIRERZ ERBER R

derecognised during the year 7ll8 (19,373) (7,058) (2,249) (28,680)
New loan receivables originated ~ BHi 7 ST E R 22,447 - - 22,447
Write-offs HisH - - (4,043) (4,043)
Loss allowance as of BZ-E-h&t+=A

31 December 2019 =t+-B2EREE 13,597 - 126,417 140,014
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SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (Continued) 3 MBEBREE@®
3.1 Financial risk factors (Continued) 3.1 BEREBERE®)
(b) Credit risk (Continued) (b) =EmEE(E)
Impairment of financial assets (Continued) THEEREE)
(i) Loans to customers of financing services business iy ERTRHERBEBEFP
(Continued) (#8)
Impairment and provisioning policies (Continued) B R B E R ()
The gross carrying amount of the loan receivables FEN B AR AR B 3B N SCFT
explains their significant changes in the loss allowance as MENEEEET 2ERE
discussed below: E

Stage 1 Stage 2 Stage 3 Total
F1ER 2B E3MER @t

RMB’000 RMB’000 RMB’000 RMB000
ARBTT  AR®TT ARBTT  AR®TR

Gross carrying amount as of B2-E-Z&E-A-H

1 January 2020 ZIREAE 1,405,246 - 279,737 1,684,983
Transfer: ECA
Transfer from FIRREREFRE

Stage 1 to Stage 2 (600,225) 600,225 - -
Transfer from FRBEBEE3RE

Stage 1 to Stage 3 (2,836) = 2,836 -
Transfer from ERBEBEE B

Stage 2 to Stage 1 - - - -
Transfer from ERBEREEIRER

Stage 2 to Stage 3 - - - -
Transfer from EIREBBEE R

Stage 3 to Stage 1 - - - -
Transfer from EIRBRBBREEIEE

Stage 3 to Stage 2 = - - -
Loan and interest receivables FREIRER 2 BKER

derecognised during the year RFI& (1,353,899) - (52,862)  (1,406,761)
New loan receivables originated % Hi 7 SR ER 1,323,220 = = 1,323,220
Write-offs isH = = - -
Gross allowance as of BZE-ZE-Z5+-A

31 December 2020 =t-AzREAE 771,506 600,225 229,711 1,601,442
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OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (Continued) 3 UBEBRER@
3.1 Financial risk factors (Continued) 3.1 MBEBEZEE)
(b) Credit risk (Continued) (b) =EmEEE)
Impairment of financial assets (Continued) THEERE(E)
(i) Loans to customers of financing services business iy ERTRERBEBZIEFR
(Continued) (%)
Impairment and provisioning policies (Continued) B R BB ()

Stage 1 Stage 2 Stage 3
FER FMEER FIER

RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  AREBTR ARETR ARET:H

Gross carrying amount as BE-B2-N§-A-RH2

of 1 January 2019 REAE 1,249,211 262,385 41,230 1,552,826
Transfer: &1
Transfer from F1RRBREEIEE

Stage 1 to Stage 2 - - - -
Transfer from F1RREREEIRE

Stage 1 to Stage 3 (35,644) - 35,644 -
Transfer from FRBRELEE 1R

Stage 2 to Stage 1 - - - -
Transfer from EIRBEBEEIMRER

Stage 2 to Stage 3 - (210,004) 210,004 -
Transfer from EIRBEBREE R

Stage 3 to Stage 1 - - - -
Transfer from EIBRBHEEIEE

Stage 3 to Stage 2 - - - -
Loan and interest receivables FRGIREDZERER

derecognised during the year RFE (1,207,970) (52,381) (3,098) (1,263,449)
New loan receivables originated Wz HEKER 1,399,649 - - 1,399,649
Write-offs ks - - (4,043) (4,043)
Gross allowance as of BE-E-h&t+=A

31 December 2019 =t+-BzBELE 1,405,246 - 279,737 1,684,983
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SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Impairment of financial assets (Continued)

(iv)

Other financial assets at amortised cost

Credit risk also arises from cash and cash equivalents
and restricted bank deposit, as well as credit exposures
to other receivables and deposit. The carrying amount
of each class of these financial assets represents the
Group’s maximum exposure to credit risk in relation to
the corresponding class of financial assets.

To manage credit risk, bank deposits are mainly placed
with state-owned financial institutions in the PRC and
reputable international financial institutions outside of
the PRC. There has been no recent history of default
in relation to these financial institutions. The finance
department has policies in place to monitor the
exposures to these credit risks on an on-going basis.

For balance with related companies, loans to employees,
other receivables due from third parties and deposits,
management make individual assessment on the
recoverability of the balances taking into account the
historical settlement records, past experience as well
as forward looking factors. During the year ended 31
December 2020, there was an increase in credit risk
on the balances due from certain independent third
parties and the Directors believe that the recoverability
of the balance is uncertain. Therefore, the balance of
RMB43,020,000 (2019: RMB20,118,000) was fully
provided for as at 31 December 2020.

Except for the amount mentioned above, the Directors
believe that there is no material credit risk inherent in
the Group’s outstanding balances of other receivables
and deposits and the expected credit loss is close to
zero.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(c) Liquidity risk

With prudent liquidity risk management, the Group aims to
maintain sufficient cash and cash equivalents and ensure
the availability of funding through an adequate amount of
available financing, including short-term bank borrowing.
Due to the dynamic nature of the underlying businesses, the
Group's finance department maintains flexibility in funding by
maintaining adequate amount of cash and cash equivalents
and flexibility in funding through having available sources of
financing.

As at 31 December 2020, the cash and cash equivalents of the
Group approximated RMB254,301,000 (2019: RMB331,893,000).

3
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BEREEE )

3.1 BBEBREE®)

(9

mEEZmE
EamBERDEcRARER K&
EEM#BARRERREEE
Y WEBFTHRABRESR(BE
RHRITEE) ERERAES - A
WIEMEB 2 ZENE - AEEE
BREREARE LR FEMAE
HESBEL  UEBIEATAERM
BRFHEFESERM -

RZEZTF+ZA=+—H =K
SERSRREEENHNAARE
254,301,000C(ZZE—N4F : AR
#331,893,0007T) °
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (Continued) 3 MBEBREE@®
3.1 Financial risk factors (Continued) 3.1 MBREBEZEGE)
(c) Liquidity risk (Continued) () mEBELEEE)
The table below summarises the maturity analysis shows the TREAMBEIS T - Z O TIRE
cash outflow based on the earliest date in which the Group AEBAXFZ&FHHHBIMHER
can be required to pay, that is if the lenders were to invoke AR 5| B S AR RE R LA BN Uy B &
heir unconditional rights to call the loans with immediate FOBTHEML - ZEeHEER
effect. The amounts include interest payments computed BHFEAE 2 FBER

using contractual rates.

Between Between
Less than 1and 2 and Over
1 year 2 years 5 years 5 years Total

1R 1225 2E5F S5ENL st
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETRE AR¥TR ARETR AR®Tx

At 31 December 2020 RZZZZF

+-A=1+-A
Trade payables FER RN 478,940 = = - 478,940
Accrued expenses and other [ ERK

payables HAt (IR 138,733 - - - 138,733

Borrowings e 1,004,983 261,480 34,689 - 1,301,152
Lease liabilties HEafF 16,462 11,383 3,178 5,101 36,124
At 31 December 2019 RZE—NF

TZA=t-H
Trade payables FERTERTX 128,209 - - - 128209
Accrued expenses and other payables BRI B M E BN U 98,033 - - - 98,033
Borrowings &g 1,922,869 417,829 121,197 - 2,461,895
Convertible bonds - liabilities proportion AR E% — BB 101,030 - - - 101,030
Lease liabilities HEAME 79,757 11,112 6,583 - 97,452
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(c) Liquidity risk (Continued)
The table above excludes the amount of guarantees given to
banks for mortgage facilities granted to certain purchasers of
the Group's properties as the directors consider the likelihood
of default in payments by the purchasers is minimal. As at
31 December 2020, there is no outstanding guarantees for
mortgages (2019: RMB16,828,000) upon disposal of Huicong
Tianjin Group. For details, refer to note 43.

Such guarantees terminate upon the earlier of (i) issuance
of the real estate ownership certificate which will generally
be available within an average period of one to two years
upon the completion of guarantee registration; or (ii) the
full repayment of mortgaged loan by the purchasers of
properties.

Management monitors the Group’s liquidity through cash
flow projections covering a period of twelve months on a
rolling basis. Based on the cash flow projection, taking into
account the reasonably possible changes in the operational
performance and the continuous availability of banking
facilities, management considers that there will be sufficient
financial resources in the coming twelve months to meet its
financial obligations as and when they fall due.

3.2 Capital risk management
The Group’s objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern in order to
provide returns for shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to reduce the cost of
capital.

In order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares or sell assets to reduce debt.

3
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SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued) 3

3.2 Capital risk management (Continued)

The Group monitors capital on the basis of the gearing ratio. This
ratio is calculated as net debt divided by total capital. Net debt is
calculated as total borrowings (including convertible bonds) less
cash and cash equivalents (including restricted bank deposits).
Total capital is calculated as ‘equity’ as shown in the consolidated
statement of financial position plus net debt. Accordingly, the
gearing ratios at 31 December 2020 and 2019 were as follows:

BEREERE )

3.2 EXEAREE®)
REBBIRE NG ELL REREAN o Ztt
RILFEBBRNBERNTE o FEB 25
B EBBBEE(RETRRES) R
S MASEEY(BREZRFRITFER ©
BERZ BT ARG ER | (RE 6
BARRERIR) IFETS - Al - RZF
TEFERZTE-NFTZA=t+—HZE
RNEEHERNT

As at 31 December

B+=A=+—H
2020 2019
—E-EHF —E-NEF
RMB’000 RMB’000
ARETT AREBTIT
Bank borrowings (note 36) RITEE (F7E36) 895,308 1,591,089
Other borrowings (note 36) HnEE (fE36) 340,959 713,312
Convertible bonds — liabilities portion AT ES - BBy
(note 37) (fg5E37) - 90,670
Lease liabilities (note 16(a)) HEaFE(E16@) 32,649 91,995
Less: cash and bank B IRe RIRTT(BE
(including restricted bank deposit) SRR AFISRITIER)
(note 31) (PfF&E31) (280,149) (614,064)
Net debt FER 988,767 1,873,002
Total equity R 4,025,779 4,729,712
Total capital FERE N 5,014,546 6,602,714
Gearing ratio EARBELE 20% 28%
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199

3  FINANCIAL RISK MANAGEMENT (Continued) 3 BIERMEREG:
3.3 Fair value estimation 3.3 AFEMEE

The carrying amounts of the Group’s financial assets and liabilities
including cash and cash equivalents and restricted bank deposit,
trade and other receivables, contract related assets, finance lease
receivable, amount due from related companies, trade payables,
accruals and other payables, contract liabilities, borrowings,
convertible bond and lease liabilities approximate their fair values
due to their short maturities.

The table below analyses the Group’s financial instruments carried
at fair value as at 31 December 2020 and 2019 by level of inputs
to valuation techniques used to measure fair value. Such inputs are
categorised into three levels within a fair value hierarchy as follows:

. Quoted prices (unadjusted) in active markets for identical
assets or liabilities (level 1).

° Inputs other than quoted prices included within level 1 that
are observable for the asset or liability, either directly (that is,
as prices) or indirectly (that is, derived from prices) (level 2).

o Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs) (level 3).

The following table presents the Group’s financial assets that are at
fair value at 31 December 2020 and 2019.

rEEZEREERAERERE MRS
SEMEZRBIRITER - BUSRRRE
MEYRIR - AHEHEE BATHEE
YeaR - FEURRERSE N BRI - EERAR
FEEtEAREMENTE aHEE &
5 UmpEFIEERE  aR%Ee
BMEERBEEEHANY  HEREE
SN FEARE -

TRIZARGTEATEZHER EFTAE
ABHEZ B DR ZEZTFR=F
—NWEF+ZA=+—BAEERAFED
ReemTH - BB AREIEART
BERBERNZ T =EEH

o MHREEXEBELERMSZHRE
(CRIEHEB)(F—A)

o EEFRETIEZEAIMER)
Kz (B AERSI R BREZHA
BE - TRES-ARNZHRE(E =
&) e

o BENABETIWIFKREATHERDS
iR A (BT BRGASE) (5
=#R) °

TREVAREBR T -_FBFRK TN
F+-A=+—BRAFEFEZLHE
=

Level 2 Level 3
s E=5

RMB'000 RMB'000 RMB'000
ARETL  ARBTT  ARETR

Level 1

E—

RMB'000

ARETL
At 31 December 2019 RZZ-n$+=A=+-H

Assets EE

Financial assets at fair value through BAFEFAEMZARAZ

other comprehensive income SREE 65,387
Financial assets at fair value through BATEMAER EREE

profit or loss -

- - 65,387

- 43,263 43,263

65,387

- 43,263 108,650
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (Continued)

At 31 December 2020

R-Z-F£+-A=+-H

3 HREREEs

3.3 AVEMFE)

Level 1

5%

RMB'000
ARBTR

RMB'000
ARBT R

Total

@t
RMB'000
ARET T

Level 3
=R
RMB'000
ARBT T

Level 2

F=H

Assets EE
Financial assets at fair value through BAFEFAEMZARAZ
other comprehensive income SREE 80,716 - - 80,716
Financial assets at fair value through BATEFAERECEREBE
profit or loss - - 20,234 20,234
80,716 - 20,234 100,950

There were no transfers between Level 1, 2 and 3 for recurring fair
value measurement during the year.

(a)

(b)

Financial instruments in level 1

The fair value of financial instruments traded in active
markets is based on quoted market prices at the consolidated
statement of financial position date. A market is regarded as
active if quoted prices are readily and regularly available from
an exchange, dealer, broker, industry group, price services
or regulatory agency, and those prices represent actual and
regularly occurring market transactions on an arm’s length
basis. The quoted market price used for financial assets held
by the group is the current bid price. These instruments are
included in level 1.

Financial instruments in level 3
If one or more of the significant inputs is not based on
observable market data, the instrument is included in level 3.

()  Valuation techniques used to determine fair values
Specific valuation techniques used to value financial
instruments include the use of quoted market prices
and adjusted price-to-book ratios similar instruments.
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OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3 FINANCIAL RISK MANAGEMENT (Continued) 3 MBEBREE®
3.3 Fair value estimation (Continued) 3.3 DREMEE)
(b) Financial instruments in level 3 (Continued) (b) FE=RZLEMTEE)
The following table represents the changes in level 3 TREIIHE_Z_ZF+_A
instruments for the year ended 31 December 2020. =t+—HIEFEE=RTAE &

Financial assets

Financial assets at fair value
at fair value  through other
through profit comprehensive
or loss income

(note ii and iii) (note i)

BAVE  EAVESA
AAB@z  HttREBA
SMEE ZEMEE
(B =i Rz i) (BHaEi)
RMB’000 RMB’000
AR®T R ARBT T

As at 1 January 2020 RZE-TF—H—H 43,263 -
Fair value changes charged to consolidated NEXir RNl el

statement of comprehensive income RNEEEZE) (8,779) -
Exchange difference BE L ERR 104 -
Derecognition SIBREER (14,354) =
As at 31 December 2020 —T_EE+_A=1—H 20,234 =
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (Continued) 3 MHERER
3.3 Fair value estimation (Continued) 3.3 AFEMEFE)
(b) Financial instruments in level 3 (Continued) (b) E=RKZELMTEE)
The following table represents the changes in level 3 THRENBE_ZT-—NF+A
instruments for the year ended 31 December 2019. =+—HIEFEE=RTE &% -

Financial assets

Financial assets at fair value

at fair value through other

through profit comprehensive

or loss income

(note ii and iii) (note i)

BATERA

Hih 2EBA

B ZEREE

(B =il Reiii) (FfED)

RMB'000 RMB'000

AR®ETT ARETT

As at 1 January 2019 R-Z—h%E—A—H 17,498 32,600
Fair value changes credited to consolidated STABHRENERY

statement of comprehensive income RNEEEZE) 25,765 -

Disposal HE - (32,600)

As at 31 December 2019 RZZE-NEF+=A=1+—H 43,263 -

HC GROUP INC. ANNUAL REPORT 2020



203

Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

3  FINANCIAL RISK MANAGEMENT (Continued) 3 BIERMEREG:

3.3 AVEMFE)
(b) FE=HKzE£MTA(E)

3.3 Fair value estimation (Continued)
(b) Financial instruments in level 3 (Continued)

The Group’s finance department includes a team that
performs the valuation of financial asset required for
financial reporting purposes, including level 3 fair values with
assistance of external valuers. This team reports directly to
the Chief Financial Officer (CFO) and the Audit Committee
(AC). Discussion of valuation processes and results are held
between the CFO, AC and the valuation team at least once

before the reporting date of every half year, in line with the
Group's reporting dates.

Note:

(ii)

(iii)

For the financial assets at fair value through other
comprehensive income, the Group estimates the fair value
based on the latest unit selling price of the financial assets
on an arm’s length basis and the market data of comparable
companies.

Contingent consideration arrangement related to the acquisition
of Zale Inc. and Huijia Yuantian Limited, which included in
the fair value of the financial assets through profit or loss was
estimated by applying income approach which considers the
probability that companies could achieve the performance
target and the market prices of the consideration share at the
valuation date. The key unobservable assumption used in the
valuation of calculating this contingent consideration include:

Zale Inc.

31 December
2020

—s-%r
+=A
=+-8

Probabilities to achieve the EREHNEEZ N/A*
performance target = TEA*

AEEFBHRE—EE - 8&
MBI ERD Z 5 B) Tt T s
BOETHBZeMEE(REF=
FzAHEHE - ZEFEERAE
FUBE(BERUBE) REBREE
B(ERZEGER - RTELE
ErREES BEVBE B

ZEREMEESELSFFRE
= B EIRI L EAE 7 M R TT R

EHE

b

e

BEATEHALBRERAL
SRHAEMS  ARERATE
RIS AR L AR
R A F 2 AT B R
AT -

iy FFABRZEREEATERE
glgfEzZale Inc. RERTLKERA
RAIBAZIAREBERYE QT
BB AL ST - ZEEARE
FEK) B AZ 2 T RE 1 R E R D
REEBHZMTE - stEZRA
REZGEEMRBZ EERATEHE
BT

Huijia Yuantian Limited
BERXRARAT

31 December 31 December 31 December

2020

=t
+=A
=t+—H

N/A*

100% TER* 0%

* The performance target of Zale Inc. and Huijia Yuantian
limited were undertaken until the financial year ended
31 December 2019. Hence, this is not applicable for year
ended 31 December 2020.

The remaining financial asset through profit or loss represents
the puttable fund. The key unobservable assumption used in
the valuation is the adjusted price-to-book ratios which is 1.26
(2019: 1.46).

* Zale Inc. REZTTARBRA
RIAREEHE_T—HNTF
FTZA=T—HLEMBEFE
ZREAERZE - Bt - ILIBER
HARBE-ZT-_TF+=
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and assumptions are continually evaluated and are based on
historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

4.1 Critical accounting estimates and assumptions
The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition seldom
equal to the related actual results. The estimates and assumptions
that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial
year are discussed below.

(a)

Impairment of goodwill and other intangible assets

The Group tests annually whether goodwill have suffered any
impairment, in accordance with the accounting policy stated
in note 2.12. For intangible assets with finite useful life, the
Group reviews internal and external sources information to
identify indications of impairment. In determining where
goodwill and intangible assets are impaired requires an
estimation of the recoverable amount of cash-generating
units to which goodwill and intangible assets have been
allocated. The recoverable amounts of cash-generating
units have been determined based on the higher of value-
in-use calculations or fair value less costs of disposal. These
calculations require the use of judgements and estimates.
Management judgement is required in the area of asset
impairment particularly in assessing: (i) whether an event
has occurred that may indicate that the related asset values
may not be recoverable; (ii) whether the carrying value of an
asset can be supported by the recoverable amount, being
the higher of fair value less costs of disposal and net present
value of future cash flows expected to be derived from an
asset or cash-generating unit and (iii) the appropriate key
assumptions to be applied in preparing cash flow projections
including whether these cash flow projections are discounted
using an appropriate rate. Changing the assumptions
selected by management in assessing impairment, including
the discount rates or the growth rate assumptions in the cash
flow projections, could materially affect the net present value
used in the impairment test and as a result affect the Group’s
financial condition and results of operations.
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

4.1 Critical accounting estimates and assumptions
(Continued)
(b) Fair value of the equity interest retained in Home

(c)

Electronic Appliances World Group (“JDSJ Group”)

On 27 August 2020, the Group entered into the Equity
Transfer Agreement with Guangdong Linggiu Commercial
Trading Co., Ltd, Xinyu Congying Internet Technology
Partnership (Limited Partnership) and JDSJ Group. The Group
agreed to transfer 30% of the equity interest in JDSJ Group
to Guangdong Linggiu Commercial Trading Co., Ltd and
25% of the equity interest in JDSJ Group to Xinyu Congying
Internet Technology Partnership (Limited Partnership). As a
results, the Group owns 20% of the equity interest in JDSJ
Group. JDSJ Group ceased to be the subsidiaries of the
Group, but has been accounted as an investment in associates
in the consolidated financial statement using equity method.
The notional purchase price allocation was supported by
valuation performed by an independent professional valuer,
the Group use judgement in making the assumption on key
estimates including revenue growth, gross profit margin and
discount rate based on the Group’s past history, existing
market condition and forward looking estimates.

For details of the fair value estimate, refer to Note 26(a).

Useful lives of intangible assets

Significant judgement is exercised in the assessment of the
useful lives of the intangible assets. In making its judgement,
management considers a wide range of factors such as the
attrition rates and obsolescence rates.
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

4 CRITICAL ACCOUNTING ESTIMATES AND 4 EESiHAitR¥E
JUDGEMENTS (Continued)
4.1 Critical accounting estimates and assumptions 4.1 EEEFHHRERE)
(Continued)

(d) Impairment of other non-financial assets (d) EmH#LEEERE

At each date of consolidated statement of financial
position, the Group reviews internal and external sources
of information to identify indications that the interests in
associates which are significant to the Group may be impaired
or an impairment loss previously recognised no longer exists
or may have decreased. If any such indication exists, the
asset’s recoverable amount is estimated. An impairment loss
is recognised in the consolidated statement of comprehensive
income whenever the carrying amount of an asset exceeds its
recoverable amount.

Significant judgement is exercised by the management
in determination of the net realisable value of completed
properties held for sale by using (i) prevailing market data
such as most recent sale transactions and market survey
reports available from independent property valuers; and (ii)
internal estimates of costs based on quotes by suppliers.

The sources utilised to identify indications of impairment
are often subjective in nature and the Group is required to
use judgement in applying such information to its business.
The Group's interpretation of this information has a direct
impact on whether an impairment assessment is performed
as at any given reporting date. If an indication of impairment
is identified, such information is further subjected to an
exercise that requires the Group to estimate the recoverable
amount, representing the greater of the asset’s fair value
less cost to sell or its value in use. Depending on the Group's
assessment of the overall materiality of the asset under
review and complexity of deriving reasonable estimates
of the recoverable amount, the Group may perform such
assessment utilising internal resources or the Group may
engage external advisors to counsel the Group in making
this assessment. Regardless of the resources utilised, the
Group is required to make many assumptions to make this
assessment, including the utilisation of such asset, the cash
flow to be generated, appropriate market discount rates and
the projected market and regulatory conditions. Changes in
any of these assumptions could result in a material change to
future estimates of the recoverable amount of any asset.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

4.1 Critical accounting estimates and assumptions
(Continued)

(e)

(f)

(9)

Provision of impairment of financial assets

For loans and interest receivables, significant judgement
is exercised in the assessment of the collectability from
each counter party. In making its judgement, management
considers a wide range of factors such as results of historical
payment records, following-up procedures performed by
customer relationship personnel, counter parties’ payment
record, creditability, nature of loans, underlying security as
well as forward looking estimates.

The loss allowances for other financial assets are based on
assumptions about risk of default and expected loss rates.
The Group uses judgement in making these assumptions and
selecting the inputs to the impairment calculation, based on
the Group's past history, existing market conditions as well
as forward looking estimates at the end of each reporting
period.

Share-based payment
Significant judgement is exercised in the assessment of
the fair value of the share-based payments. In making its
judgement, management considers a wide range of factors
such as the share price of the Group and the expected vesting
number of share options.

Taxes

The Group's subsidiaries that operate in the PRC are subjected
to income tax in the PRC. Significant judgement is required in
determining the provision for various kinds of taxes. There are
many transactions and calculations for which the ultimate tax
determination is uncertain. The Group recognises liabilities for
anticipated tax audit issues based on estimates of whether
additional taxes will be due. Where the final tax outcome of
these matters is different from the amounts that were initially
recorded, such differences will impact the consolidated
statement of comprehensive income in the period in which
such determination is made.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 HZE-Z-ZTF+_-A=+—HILtFE

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

4.1 Critical accounting estimates and assumptions
(Continued)

(9)

(h)

Taxes (Continued)

The Group is subjected to land appreciation taxes (“LAT")
in the PRC. However, the implementation and settlement
of LAT varies among various tax jurisdictions in cities of the
PRC, and the Group has not finalised its LAT calculation and
payments with local tax authority in the PRC for its property
project. Accordingly, judgement is required in determining
the amount of the land appreciation taxes. The Group
recognised land appreciation taxes based on management’s
best estimates according to the interpretation of the tax rules.
The final tax outcome could be different from the amounts
that were initially recorded, and these differences will impact
the income tax expense and tax provisions in the periods in
which such taxes have been finalised with local tax authority.

Fair value of the equity interest retained in Zhongmo
Group

On 26 December 2019, the Group’s subsidiary Hunan
Zhongmoyun Construction Science and Technology Co.,
Ltd. (“Zhongmo") completed its share placement to an
independent third party in which the investors subscribed
1.96% of newly issued shares in Zhongmo with an aggregate
consideration of RMB20 million. Upon completion of the
above transaction, the Group's interest in Zhongmo was
diluted from 36.80% to 36.08%. Subsequent to transaction,
the memorandum of article of Zhongmo had been revised,
and the acting in concert agreement that the Group entered
into with another shareholder as disclosed in Note 25
have also been terminated. Accordingly, the Group only
has right to appoint two directors out of five positions in
the Board of directors of Zhongmo, and will no longer be
able to control Zhongmo Group but continue to exercise
significant influence over Zhongmo Group. As a result,
Zhongmo Group ceased to be subsidiaries of the Group
with effect from 26 December 2019 and Zhongmo Group
has then been accounted for investment in associates in the
consolidated financial statement using the equity method
of accounting. Such transaction was recognised as deemed
disposal of subsidiaries. The notional purchase price allocation
was supported by valuation performed by an independent
professional valuer, the Group use judgement in making
the assumption on key estimates including revenue growth,
gross profit margin and discount rate based on the Group's
past history, existing market condition and forward looking
estimates.

For details of the fair value estimate, refer to Note 26(c).
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For the year ended 31 December 2020 HZE-_Z-_TF+_A=+—HILtFE

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

4.2 Critical judgement in applying the Group’s
accounting policies

(a)

(b)

(c)

Existence of significant influence over Jingu bank

In financial year 2019, Inner Mongolia Hohhot Jingu Rural
Commercial Bank Company Limited (“Jingu”) obtained the
approval from China Banking Regulatory Commission in
relation to the change of the composition of the board of
director. Upon the completion, the Group would have the
right to appoint one director to the board and participates in
all significant financial and operating decisions. The Group
has therefore determined that it has significant influence over
Jingu, even though it only holds around 9.8% of the voting
rights.

Revenue from merchandise sale through its B2B trading
platforms

Determining whether the Group is acting as a principal or
as an agent in the sales of goods on the Group’s platform
requires judgement and consideration of all relevant facts
and circumstances. In evaluation of the Group acting as a
principal or an agent, the Group considers, individually or in
combination whether the Group is primarily responsible for
fulfilment the contract, is subject to the inventory risk, has
discretion to establish prices. Having considered the relevant
facts and circumstances, management considers that the
Group obtains control of those goods sold through the B2B
platforms before the goods are transferred to the customers.
Accordingly, the Group is acting as a principal for the direct
sales and the related revenue is presented on a gross basis.

Fair value of sale and leaseback properties

The Group had started the pre-sale of the 020 business
exhibition centre in the PRC to third parties through its
indirectly owned subsidiary, Guangdong Huicong Household
Appliances City Investment Co., Ltd.* ("ERSBEXRBHIZE
BMRAF") since 2014.
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For the year ended 31 December 2020 HZE-Z-ZTF+_-A=+—HILtFE

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

4.2 Critical judgement in applying the Group’s
accounting policies (Continued)

(c)

(d)

Fair value of sale and leaseback properties (Continued)
Some of the properties sale transactions were subjected to
sale and leaseback arrangement, in which the properties
buyers entered into sale contracts with Guangdong Huicong
Household Appliances City Investment Co., Ltd. and
non-cancellable leaseback agreements with Foshan
Huiconghui E-business Co., Ltd* ("L ENEEFEmEHE
fRZ2|]"), another indirectly owned subsidiary of the Group.
Pursuant to the leaseback agreement, the buyers would
leaseback the units purchased to the Group in 20 years terms.
At consolidation level, the above contracts involved the sale
and leaseback of same assets form a sale and operating
leaseback transaction.

The Group has completed the handover certain units of
properties which under the sale and leaseback transaction
and recognised the revenue in prior year. During the year
ended 31 December 2020, there was no sale of properties
under such sale and leaseback arrangement.

The Group assesses the fair value of these properties based
on valuations prepared by independent and professional
qualified valuer. The fair value is determined by reference to
current prices in an active market for properties of different
nature, condition or location (or subject to different lease or
other contracts) with adjustments to reflect any changes in
market and economic conditions; and discounted cash flow
projections based on reliable estimates of future cash flow
of current market rents for similar properties in the same
location and condition, and using discount rates that reflect
current market assessments of the uncertainty in the amount
and timing of the cash flow.

Deemed disposal of Zhongmo Group
As described in note 26(c) the transaction related to Zhongmo
Group was recognised as deemed disposal of subsidiaries.

Zhongmo Group was classified as a separated CGU for the
rental of construction equipment; however, since Zhongmo
Group is not a major line of business nor geographical area of
operations according to the management’s judgement and its
financial result does not constitute as a significant component
of the Group's result, the Group determined that no separate
disclosure for discontinued operations is necessary.
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SEGMENT INFORMATION

The chief operating decision-maker (“CODM") has been identified as
the Executive Directors. The Executive Directors review the Group's
internal report in order to assess performance and allocate resources.
Management has determined the operating segments based on these
reports.

The Executive Directors assess the performance of the operating
segments (including the discontinued operations) based on a measure
of profit/(loss) before income tax. This measurement basis excludes the
effects of non-recurring expenditure from operating segments.

As at 31 December 2020, the Group is organised into the following
business segments:

(i)  Technology-driven new retail segment, which mainly include
provision of online advertising services through “zol.com.cn” as
well as B2B2C retail business of electronics products by leveraging
big data and internet technology through the Group’s websites
and trading platforms.

(i) Smart industries segment, which mainly include B2B trading
platforms, provision of anti-counterfeiting products and services,
supply chain management services as well as rental services and
construction equipment.

(iii)  Platform and corporate services segment, which mainly include the
online services provided through “hc360.com”, advance marketing
services utilising the digital big data and tools, and provision of
financing and other services.

(iv) 020 business exhibition centre segment, which mainly include
sales of properties and provision of properties rental and
management services.

During the year ended 31 December 2020, the Group decided to
discontinue the operation of integrated marketing and advertising
services operated by Huijia Yuantian Limited, a wholly subsidiary of
the Group and the operation of the 020 business exhibition centre
segment. In accordance with HKFRS 5, the financial results of Huijia
Yuantian Limited, the segment of 020 business exhibition centre and
the relevant impairment expenses for the years ended 31 December
2020 and 2019 were classified as discontinued operations in the Group's
financial statements.

For details of the discontinued operations, please refer to note 13.
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

5 SEGMENT INFORMATION (Continued) 5 ZEMER@
The table below shows the segment information of sales and there were TREINHEENDHBER  MEBEE_Z_TF
no sales or other transactions between the business segments for the FTZA=FT—HILEFE  SEBRRESE
year ended 31 December 2020 (2019: Nil). HEHEMR S (ZE—NF : F) -

Year ended 31 December 2020
BE-Z-BEtAST-ALEE
Continuing operations Discontinued operations
BRELERY BRLEEER
Platform Platform
Technology- and (07]0] and

driven Smart  corporate business  corporate
new retail  industries services exhibition services

segment  segment  segment  Subtotal centre  segment  Subtotal Total
MHFEE HEEX YREMX 020EXRE TREMR
BER BER  BRHERR Mt RLERE  BEEER Nt #ct
RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000
ARETR ARMTT ARETR ARETR ARMTT ARETZ ARETR ARTR

Revenue HERA 1,022,760 13,168,532 201,275 14,392,567 10,812 1,941 12,753 14,405,320
Interest income from financing &2 & PR F5

services FBIA - - 138,754 138,754 - - - 138,754
Total revenue and income BEEWARMA 1,022,760 13168532 340,029 14,531,321 10,812 1,941 12,753 14,544,074
Impairment loss on goodwill ~ BHEREFEE

and intangible asset REERE - (37,645)  (540,693)  (578,338) - (47,185) (47,185)  (625,523)
Segment results DEER (12,291)  (107,749)  (633,934)  (753,974) (53,602) (73957)  (127,559)  (881,533)
Other income HAA 15,868 62,811 78,679
Other gains, net Atliage 69,784 (43,041) 26,743
Share of post-tax profit DIEBERARBR

of associates B (81,181) - (81,181)
Share of post-tax loss of AE-BAEDER

joint venture HEER (1,537) - (1,537)
Finance income HHBRA 15,799 2,75 18,551
Finance cost BB (139,331) (234300  (162,761)
Loss before income tax BATERATEE (874,572) (128,467)  (1,003,039)
Other information: Hi&H
Depreciation and amortisation 7% KB 130,783 38,450 169,233
Share based compensation  BARIAZAZ

expense HERY 60,496 - 60,496
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

5 SEGMENT INFORMATION (Continued)

213

5 2EER @)

Year ended 31 December 2019

Continuing operations

NETZA=T—HIEE

Discontinued operations

Platform

Platform
Technology- and 020 and
driven Smart  corporate business  corporate
new retail industries services exhibition services
segment segment segment Subtotal segment Subtotal
IRHEE  BEER = FREfE
RMB'000 RMB'000 RMB'000 RMB'000 000 RMB'000
ARBTT ARBTT ARETR ARETR ARETFL
Revenue BERA 844,493 13,050,827 733232 14,628,552 20,707 63,710 84,417 14,712,969
Interest income from financing  §E& Rk EN1S
services FISIA - - 119,863 119,863 - - - 119,863
Total revenue and income BEEWARBA 844,493 13,050,827 853,095 14,748,415 20,707 63,710 84,417 14,832,832
Impairment loss on goodwill ~ FAEREFEE
and intangible asset REBR - (38,426) - (38,426) - (258213 (258213)  (296,639)
Segment results nEEE (96,445) 9,817) (@41,217) (147,479) (152,755) (270,323) (423,078) (570,557)
Other income EfA 16,240 12,722 28,962
Other gains, net Etuleayet 272,453 - 272,453
Share of post-tax profit of PEBEDARTE
associates et 13,593 - 13,593
Share of post-tax loss of AME—HEELER
joint venture HEEE (5 - ()
Finance income BB 15,411 1,815 17,226
Finance cost BBRA (145,072) (32,097 (177,169)
Profit/(Loss) before income tax  FFT{SFEAT
wHL/(B8) 25,141 (440,638) (415,497)
Other information: HHEH
Depreciation and amortisation  #7% 2 8 219,709 43,943 263,652
Share based compensation DS pa
expense HERY 80,685 - 80,685

As at 31 December 2020, the total non-current assets includes right-of-
use assets, investment properties, property, plant and equipment and
intangible assets located in PRC are approximately RMB2,046,961,000
(2019: RMB3,601,901,000).

During the year ended 31 December 2020, all the revenue is derived
from the operation in the PRC from external customers, except for the
related party transactions disclosed in Note 45 (2019: Same).

R-Z-TE+-A=+—0 FRPEE
BEAEMLNPEZERAEEE  REY
¥ UE BELREUREREEOA
R#2,046,961,000C(ZF—NF : AR
3,601,901,0007T) °

BHE_Z-ZF+-_A=+—RHILtEE ' BN
4SRRI A TR S5 - FTAHEER
HREPEEL ZINBELP(ZZE—NF &
@) e
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For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

5 SEGMENT INFORMATION (Continued)

(a) Disaggregation of revenue

5 2EER @)
(a) DIFBEEWA

2020 2019
—E-BHF
RMB’000 RMB’000
ARET T AR¥ETTT
(Restated)
(B8&5)
Timing of revenue recognition R E WA RS
— At a point in time —RERE 13,855,956 13,601,165
— Overtime — e R 522,436 720,271
14,378,392 14,321,436
2020 2019
BB
RMB’000 RMB’000
ARET T AR¥EFTTT
(Restated)
(B&%)
Revenue from contract with customers: BEAHIEA -
Sales of goods through B2B trading platform — #3i8B2BX 5 F S5 EE R 13,689,380 13,417,176
Online services and advertisement B ERBRES 383,308 518,178
Anti-counterfeiting products and services 7 178 72 o N Al 755 153,466 170,841
Marketing events, exhibition, seminars and LR RE - fiek
other services E A AR 75 150,745 114,675
Sales of properties and properties HEME LY ESIERE
management services (Note (i)) (B&EG) - -
Sales of construction equipment (Note (i) S B AR A (P EGi) - 97,971
Others =) 1,493 2,595
14,378,392 14,321,436
Income from other sources: HABYA IR
Interest income from financing services B RS FT B F B U A 138,754 119,863
Rental income from investment properties KEMZEMEHEBWA 14,175 5,054
Rental income from leasing of construction HEREZFEAEHASKA
equipment - 302,062
Total revenue and income HEHE WA RN 14,531,321 14,748,415
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OB HRR M

For the year ended 31 December 2020 HZE-_Z-_TF+_A=+—HILtFE

5 SEGMENT INFORMATION (Continued)

(a) Disaggregation of revenue (Continued)

U

(ii)

Revenue from sales of properties and properties management
services arose from Huicong Tianjin Group, which was
disposed of during the year 31 December 2020. The Group
decided to discontinue operating the 020 business exhibition
business centre segment. In accordance with HKFRS 5, the
segment of 020 business exhibition centre and the relevant
revenue for the years ended 31 December 2020 and 2019
were classified as discontinued operations in the Group's
financial statements.

Revenue from sales of construction equipment and rental
income from leasing of construction equipment arose from
Zhongmo Group, which ceased to be subsidiaries of the
Group with effect from 26 December 2019 and Zhongmo
Group has then been accounted for as investment in
associates in the consolidated financial statements using the
equity method of accounting.

(b) Assets and liabilities related to contracts with
customers
The Group has recognised the following assets and liabilities
relating to contracts with customers:

5

215

DEE R @)

(a) ZIFFEEWAE)

() HEMERMEETERBZHEEW
ARERBEE_ZT-_ZF+=-8
ST-BHLEFEHENZRXES
o REENRE K IHEEL 0207 %
BERLEER - RIBEEBMB®
EERESH  HE_T-TFER -
T-NE+-_A=+—HIEEE
O20F ¥ BER LB XA LA
EWRAERAEBNBHRESEA
BARIHEEER -

(iy HEREREZHEWAREES
FERERERAS KA RAEFESE
B EB=T-NAF+ZA=+~
BRTEEARNEENBAR - B
REEE A 2 B AES AR
AP BHRET AR ERE S A
RIZIRE -

(b) BEFENEHEERAR

AEECHATIEEFPFANEAHCEERE

& :

As at 31 December
Rt+t=—HA=+—H
2020 2019
—T—NF
RMB’000

AREFTE

SEL
RMB’000
ARBT T

HIR PR RES R

Contract assets related to online services

and advertisement BHEE 2,994 7,428
Less: provision for impairment (note 3.1(b)()) & : JRERE (B EE3.1(b)() (192) (218)
Contract assets related to online services HG FRSRESEBBEZ

and advertisement, net AHEEFE 2,802 7,210
Contract assets recognised for costs incurred — FLIEERA 4P EE A AARFER

to obtain contracts AMEE = 15,180
Contract related assets, total GHRREEELE 2,802 22,390
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SO HmR M

For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

5 SEGMENT INFORMATION (Continued)

(b) Assets and liabilities related to contracts with

customers (Continued)

5 2EER @)

(b) BEXEFENABCEERERE )

As at 31 December

Rt+t=—HA=+—H
2020 2019
—B-EE —E-NEF
RMB’000 RMB'000
AR¥T T ARET T
Contract liabilities related to online services BE FRERESBB
and advertisement ERAE 64,305 125,371
Contract liabilities related to sales of HRB2BR ST EHEE MR
goods on B2B trading platform BzemaRE 487,734 215,993
Contract liabilities related to sales of B SHEYE N MEE IR
properties, properties management BHzEHNBE
services = 69,623
Contract liabilities-current portion AHBEBE R 552,039 410,987

(i) Significant changes in contract related assets and
liabilities
Contract related assets mainly represent revenue arising
from online services business recognised prior to the agreed
payment schedule date. Sales commissions and agency fees
paid in respect of obtaining subscription revenue has also
been capitalised and amortised when the related revenue
are recognised. Contract related assets have decreased by
RMB19,588,000 during the year ended 31 December 2020
as the Group’s contract asset is fully utilised for the costs
incurred to obtain contracts. The Group also recognised a
loss allowance for contract related assets in accordance with
HKFRS 9, see note 3.1(b)(i) for further information.

Contract liabilities mainly represent advance payments
received from customers related to online services, B2B
trading platform and sales of properties. Contract liabilities
increased by RMB141,052,000 due to an increase in B2B
trading platform contract activities.
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() EXNEHEEREEZEAZE

AHNRBEETZREHBEERNRK
HATFTERR B4R L ARG 2 SR
A o BLURER 2 ATBI B S & WA A
ZHEMERRIBEAMDNER
AABESBARKBERZERETE
RRETHE BE_T_TF
+ZB=+—RHILFE - LA
AEERD AR 19,588,0007T * R
AAAEBEEHNEECRIEEL
FTEARAMEREA - AEBTT
RIEBE AV RS ENFEIRIEL
A ERREIERE  #—F&
REE2HMTE3.10)0) -

EHBEBEETERER LR  B2B
XHFaRHEENERERZBEE
F#IE - AMBBRZFEZAEH
EEIEN ANBEDRENARYE
141,052,0007T °
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OB HRR M

For the year ended 31 December 2020 HZE-_Z-_TF+_A=+—HILtFE

5 SEGMENT INFORMATION (Continued) 5 ZEHER@®
(b) Assets and liabilities related to contracts with (b) BEEFENEBZEEREB®)
customers (Continued)
(ii) Revenue recognised in relation to contract liabilities (i) FBEHEEBEZHENA
The following table shows how much of the revenue TRIVRAARF EHERE YA 8
HEEANBERHA ST -

recognised in the year related to carried forward contract

liabilities.
2020 2019
=
RMB’'000 RMB’000
AR®T T AREETTT
Revenue recognised that was included SAFVEHaBES®RZ
in the contract liabilities balance at the ERERIEERA
beginning of the year
— Online services and advertisement — 4% FRRIE MBS 121,797 140,190
— Sales of goods on B2B trading platform —MB2BR S FA
HEEm 215,993 185,856
— Sales of properties and properties —SHEMHER
management services MEEERTE 69,623 -
— Adjustment recognised on adoption —RNE B HRE LR
of HKFRS 16 516 TRHERZ = 12,809

407,413 338,855

(iii) R/EITZBAIEE
R-ZZF_FF+_A=+—8"
DERERET(HMBORET) E

(iii) Unsatisfied performance obligation
As at 31 December 2020, the aggregate amount of the
transaction price allocated to performance obligations that

are unsatisfied (or partially unsatisfied) was RMB558,432,000
(2019: RMB441,271,000). Management expects that the
transaction price allocated to the unsatisfied performance
obligations will be recognised as revenue when the related
services, mainly related to provision of advertising services,
are provided over the next 2 years (2019: same) for the year
ended 31 December 2020.

The Group has elected the practical expedient to not disclose
the aggregate amount of the transaction price allocated
to performance obligations that are unsatisfied (or partially
unsatisfied) for revenue contracts which have an original
expected duration of one year or less.

WETZRSGEBERBBAARE
558,432,000 (=B — 14 : AR
#441,271,0007T) - EEETAE -
M 22 22 B8 & 25 AR 75 40 B8 /0 AR A5 0 X
2T -ZF+-_A=+—HIHF
EE2F(ZZT—NF : HE)HR
® B EERBITEANETY
R BIEEHERBHERA o

AEE D ERBRERTA T
IRIEEIEAR — F S AREI S E WA
BREEDEERET(HED KE
TIRHNEEZZ 5B -
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For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

6 OTHER INCOME 6 HMKA
2020 2019
—E-%F —TNEF
RMB’000 RMB’000
ARET T AR¥ETTT
(Restated)
(BE%)
Government grants T Bh 14,880 15,025
Dividend income f& B4 A 988 1,215
15,868 16,240

Various government grants have been received from the local
government authority for promoting electronic trading platform among
the enterprise in the PRC. The Group recognised these government
grants as other income when all the conditions specified in the
government grants were satisfied.

7 OTHER GAINS, NET 7

Other gains, net, mainly consist of the following:

Impairment loss recognised in respect of MR E R RIREER 2

investment in associates DERI=Y SEi

Fair value gains on deemed disposal of BRIEHEPESE 2 ATFE
Zhongmo Group (note 26(c)) Weas (P EE26(c))

Gain on disposal of subsidiaries (note) HENB ARz W=

Gain on partial disposal of JDSJ Group HoOHEREBHREE
(note 26(a)) 2 Uas (PfRE26(a))

Gains on disposal of associates B = A A2 Wa

Loss on disposal of associates B E AR 2 B8

Change in fair value on financial assets RATHEFT A B £ F
at fair value through profit or loss BEANTEZY

Note:

The amount mainly represents gain on disposal of a wholly-owned subsidiary,
Shanghai HuiFa Information Technology Company Limited* ( /85 3%(= B i1A
fRA7]) (“Huifa”), which is a properties holding company. On 12 May 2020, the
Group entered into share purchase agreement with an independent third party,
in respect of the disposal of entire interest in Huifa for a cash consideration of
RMB50,000,000. The book value of the net assets of Huifa disposed amounted
to RMB37,989,000 and resulted in a gain of disposal of a subsidiary amounted
RMB12,011,000.

* English name is for translation purpose only.
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AEECHRPBEETEERETESTFa R
ME BTS2 Z BB o AEBRK
i BY 2 2B E R RS R R S BUN
B REMIA -

H 1 35 7 4R

Hitp s FEE R BEATRIA

2020
—m—=

—=<—=

RMB’'000

2019
—E-NEF
RMB'000
ARMETTT
(Restated)
(BE5)

AR¥T

- (2,735)

- 246,797
12,664 -
65,323 -
= 1,289
(444) (149)
(8,779) 25,765

PR -

ZeHEEBRLEREMNBAR LEEREBHME
RARI([EE]) 2k ZARA—HMEZRA
Fl-R-Z-TBERA+-H AEEEBIE=H
MEEEH 2RI LER RS  ReREBA
R#50,000,0007T ° FRHE 2 2R EAEFEIKEE
B AR37,989,0007T AR R HE —HHE
AEZWEFERBARE12,011,0007T °

* REXERERFHEESRRE -
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OB HRR M

For the year ended 31 December 2020 HEZZT-_TF+-_A=+—HIFE

8 LOSS BEFORE INCOME TAX FROM CONTINUING 8

OPERATIONS

The loss before income tax from continuing
operations is arrived at after charging/(crediting):

Direct expenses of B2B trading platform
Cost of goods sold for anti-counterfeiting
products and services
Cost of construction equipment sold
Interest cost for financing services
Auditor’s remuneration
— Audit services
— Non - audit services
Agency cost
Amortisation of investment properties
Amortisation of intangible assets
Depreciation of property, plant
and equipment
Depreciation of right-of-use assets
Employee benefits expenses (note 9)
Loss/(gain) on disposal of property, plant and
equipment
Impairment for inventories
Impairment loss on goodwill and
intangible assets
Marketing and consultancy expenses
Provision for impairment of trade receivables
Provision for impairment of loans to customers
of financing service business
Provision for impairment of other loans and
interest receivables
Provision for impairment of other financial assets
Provision for impairment of refund receivable
from a supplier
Repairs and maintenance expense for
construction equipment
Staff commission
Subcontracting labour fee
Share based payment
Transportation expense
Expenses relating to leases
— Short term leases
— Rental of construction equipment

BiE
2020

—?— E
RMB’000

AR¥T

KBRS TS 2 BRFTSBLAT
BERERR, GEARTRERER

E
B2BR SV EavEREHR 13,603,172
PAESR MRS 2 EEERKA

79,981
BERERERA -
A BRI B A AR 283
(2 Gl

— % ER 5,650

— I ER 1,246
RIEHEH 13,201
WE YR 12,809
EREERE 75,244
Y - WEREETE

12,945
FREEETE 29,785
B BRAF (MFE9) 307,976
HEWE  BELREZEE/

(Uezs) 69
FERE =
e R EFEERERE

578,338
i M RE A 122,906
FEURER SORE S 18,132
ERTRERBES 2RFZ

B 43,266

Hib B R R ERF SR ERE

52,574
Hiv e mEERERE 12,967
Rl — B HEERRZ

RERE 33,752
BRERBEERREER
8TH: 47,050

BETER -
LARRAD BERE 2 3R 29,101
RiBE 13,458
HEREER

—HME 7,258

—TEEERME -

219

REBBALCERB 2 RABHA

2019
—E-NEF
RMB’000
ARET
(Restated)
=E2))

13,352,304

71,927
66,668
14,617

6,461
1,232
29,310
2,025
85,690

94,520
37,474
505,200

(367)
662

38,426
164,254
21,312
39,494

383
10,494

20,910
39,464
78,316

17,816

3,470
23,429

SREEARAH

2020 4
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

9 EMPLOYEE BENEFITS EXPENSES 9 EEEFEX
2020 2019
—E-EHF

RMB’'000 RMB’000

AR¥T T ARBFIT

(Restated)

(B&5)

Wages and salaries TERF = 249,908 360,948

Retirement benefits costs (a) BIRBFIAK AN (a) 26,673 63,567

Share based compensation ARG S A+ 2 # 18 -

— Share Option Scheme — RS 14,883 52,979

— Share Award Scheme — &1 BB & 16,512 27,706

307,976 505,200
The employee benefits expenses of RMB145,507,000 (2019: AR 145,507,000 (ZE—NF : AREE
RMB213,357,000) are recognised in selling and marketing expenses; 213,357,0007T) + AR¥162,469,0007T(=F
RMB162,469,000 (2019: RMB276,134,000) in administrative expenses. —NF - AR™276,134,0007T) 2 R EEFFH
No employee benefit expenses are recognised in cost of revenue X BRI HE K TS5 HE E B R N 1T E A o i
in the consolidated statement of comprehensive income (2019: R HE(ZZ—NF - AR¥15,709,0007T)
RMB15,709,000). RERMFAXRNE iR a e Rz HEK AR
(@) In accordance with the PRC regulations, the Group is required to (a) REFERG  AEETFERREEER
make annual contributions to the state retirement plans calculated HFE2M16%(ZZF—NF : 16%)MAER
at 16% (2019: 16%) of the basic salaries of the employees, and RIRET B - BB RARZSTEIED

employees are required to contribute 8% (2019: 8%) of their basic HEAFHS8%(ZT—NF : 8%) 2t
salaries to the plans while the PRC government resolved to waive ;o P EBMRERZCOVID-1957 2
certain proportion of such contributions during the specific period ZFEMHEREAEAM R E TS - A
affected by COVID-19 in order to help enterprises withstand the B ETUE - WIBERE - RS EREM

pandemic and stabilise employment. The Group has no obligations AN - AR R AEE A AR K R AR

for further pension payments or any post-retirement benefits EERIKIRAER] o RINEF B ZEAEE
beyond these annual contributions. The retirement benefits are EEEMERNESXN - WBEHNR ﬁi

paid directly from the plan assets to the retired employees and are HE 2 EAR Af RIRERTE < FHIETE

calculated by reference to their monthly basic salaries at the date
of retirement and periods of service rendered.

As at 31 December 2020, there were no forfeited contributions RIBE-EF+-_A=+—8 #E8ELIK
available to offset future retirement benefit obligations of the AR AR AR E A ERKERNE
Group. T
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For the year ended 31 December 2020 HEZZT-_TF+-_A=+—HIFE

9 EMPLOYEE BENEFITS EXPENSES (Continued) 9 EERFBEX@)
(b) Five highest paid individuals (b) EfuERSEFAL
The five individuals whose emoluments were the highest in the FR - AEERUESHALERE=S
Group for the year include three (2019: three) directors whose (ZE-NEF: =ZR)EF - HBEE 0N
emoluments are reflected in the analysis presented in note 10. The 1022 AP R - RFERNEN
emoluments paid and payable to the remaining two (2019: two) REMTHTRE(ZZE—NEF  WE)A
individuals during the year are as follows: TZBemT

2020 2019
—g=8F T %

RMB’'000 RMB'000
AR®T ARBETT

Basic salaries, housing allowances, EAFH & - BEERL - Hfb
other allowances and benefits in kind ERE R BN & 1,387 1,520
Share based compensation — Share Option VAR 9 S 1+ 2 8 — BE A%
Scheme T & 1,972 5,253
Share based compensation — Share Award AN S5 2 # 18 — IR 19
Scheme HEENETE 1,887 2,839
Retirement plan contributions RIRET B 92 140
5,338 9,752
The emoluments for these two individuals (2019: two) fell within ZMAB(ZE—NEF : MB)ALZHEH
the following bands: BT :

RMB2,000,001 to RMB2,500,000 AR¥2,000,001 T2 AREE
2,500,0007T 1 -
RMB2,500,001 to RMB3,000,000 AR#2,500,001 &8 AREE
3,000,0007T - -
RMB3,000,001 to RMB3,500,000 AR#3,000,0017tE ARE
3,500,0007T 1 -
RMB3,500,001 to RMB4,000,000 AR#3,500,001 7t ARE
4,000,0007T - -
RMB4,000,001 to RMB4,500,000 ANR#4,000,001 08 ARE
4,500,0007T - 1
RMB4,500,001 to RMB5,000,000 AR#4,500,001 02 ARE
5,000,0007T = -
RMB5,000,001 to RMB5,500,000 AR®5,000,001 TZ AR
5,500,000 JT - 1
(c) During the year, no emoluments have been paid by the Group () #R FEEYEAESS LRSS
to the directors or the five highest paid individuals mentioned FATINEMRBE - ERMASRN
above as an inducement to join or upon joining the Group, or as ARE B 7 R spmdE(—ZE—N
compensation for loss of office (2019: Nil). Fom)o
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For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

10 BENEFITS AND INTERESTS OF DIRECTORS 10 EEEN R ER
(a) Directors’ and chief executive’s emoluments (a) EERFETHRAEZHE
The remunerations of each director and chief executive for the HE_T-hFRrR-ZT_TF+=A
years ended 31 December 2019 and 2020 are set out below: =+—HIEFE  BEFREETHRAE

ZEEFIT

Emoluments paid or payable in respect of a person’s services as a director,
whether of the company or its subsidiary undertaking
REEAQAAIREMBARNESZALEAREFZHE
Employer’s
contribution
Estimated toa
money retirement

value of benefit

Salary other benefit scheme

ExH

HithfE R RIAEF
ik &  AEE¥E  SENMR #st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR¥TRE AR¥TR AR%TR AR%Tr AR%TR

2020: “EBRORE

Mr. Liu Jun RE L L - 817 15,112 50 15,979
Mr. Zhang Yonghong (note i)  3RsK4T % 4 (Fit2Ei) = 1,143 9,640 50 10,833
Mr. Liu Xiaodong B NEEE = 1,079 2,691 47 3817
Mr. Guo Fangsheng BAELE = - - - -
Mr. Li Jianguang (note iv) FRA S (i EY) - = = - -
Mr. Lin Dewei (note v) EESEE (i) = - - - -
Mr. Sun Yang (note iii) 0% 5t A (P i) - = = - -
Mr. Zhang Ke RrfE 250 - - = 250
Mr. Zhang Tim Tianwei RAERAE 220 - - - 220
Ms. Qi Yan Lt 220 - - = 220
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For the year ended 31 December 2020 HZE-_Z-_TF+_A=+—HILtFE

10 BENEFITS AND INTERESTS OF DIRECTORS 10 EE®ARELR &)

(Continued)

(a) Directors’ and chief executive’s emoluments (a) EBERFETHAEBZHME(®)
(Continued)

Emoluments paid or payable in respect of a person’s services as a director,

whether of the company or its subsidiary undertaking
HEERRT] EE ANTENHEN S

Employer's

contribution

Estimated toa

money retirement

value of benefit

Salary  other benefit scheme

EXY

Hitra R RIRAEA

e He  WHEEE BGOSR
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
AREFTT AR%TT AR%FTr AR%TT ARETR

2019: —E-hE:
Mr. Liu Jun AFxHE - 602 21,405 88 22,095
Mr. Zhang Yonghong (note i)  5RsKAL 5t 4 (it 3ti) - 1,302 8,061 883 9,451
Mr. Lee Wee Ong (note ii) 2 BT S A (sl - - - - -
Mr. Liu Xiaodong BNREE - 741 4,141 89 4,971
Mr. Guo Fangsheng BAAELAE - - - - -
Mr. Li Jianguang (note iv) ok S A (FEEiv) - - - - -
Mr. Sun Yang (note iii) B S A (B sk - - - - -
Mr. Zhang Ke Rk 250 - - - 250
Mr. Zhang Tim Tianwei RABEE 220 - - - 220
Ms. Qi Yan WF L 220 - - - 220
Note: BeE -
() Mr. Zhang Yonghong was appointed as an executive director with (i) FRKAEEBRZERWITEEF BT
effect from 4 January 2019. —NF—AMBRER -
(i) Mr. Lee Wee Ong had resigned as an executive director with effect iy FTREXLEHEBDTERE B_-F
from 4 January 2019. —NF—AHBERERR -
(i) Mr. Sun Yang was appointed as a non-executive director with effect (i) BELTEZTAHERTTES B-F
from 27 May 2019. —NEFRA-+ERBER -
(iv)  Mr. Li Jianguang had resigned as a non-executive director with effect vy ZFTEXEECBEFNTEST B -F
from 1 July 2020. —EFELA-RRER
(v)  Mr. Lin Dewei was appointed as a non-executive director with effect () MERLERZERIEVTES 5=
from 1 July 2020 TTFLA—BRBER
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HZE-Z-ZTF+_-A=+—HILtFE

10 BENEFITS AND INTERESTS OF DIRECTORS

(Continued)

(b)

(c)

(d)

(e)

()

(9)

Directors’ retirement benefits
None of the directors received or will receive any retirement
benefits during the year ended 31 December 2020 (2019: Nil).

Directors’ termination benefits
None of the directors received or will receive any termination
benefits during the year ended 31 December 2020 (2019: Nil).

Consideration provided to third parties for making
available directors’ services

During the year ended 31 December 2020, the Company did
not pay consideration to any third parties for making available
directors’ services (2019: Nil).

Information about loans, quasi-loans and other
dealings in favour of directors, controlled bodies
corporate by and connected entities with such
directors

During the year ended 31 December 2020, there is no loans, quasi-
loans and other dealing arrangements in favour of the directors, or
controlled body corporates and connected entities of such directors
(2019: Nil).

Directors’ material interests in transactions,
arrangements or contracts

Save as disclosed in note 45, no other transactions, arrangements
and contracts of significance in relation to the Group’s business
to which the Company’s subsidiary was a party and in which a
director of the Company had a material interest, whether directly
or indirectly, subsisted at the end of the years or at any time during
the years.

No director received any housing allowance; emolument from
the Group as an inducement to join or leave the Group or
compensation for loss of office; emoluments paid or receivable
in respect of director’s other services in connection with the
management of the affairs of the company or its subsidiary
undertaking during the year ended 31 December 2020 (2019: Nil).
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

11 FINANCE COST, NET

225

11 B#ERAFEE

2020 2019

—E-EHF TN

RMB’000 RMB’000

AR¥T R AREETFIT

(Restated)

(BE=51)

Interest expense: FIBRAX

— Bank borrowings (note 36) —RITEE (HFE36) (73,595) (69,870)
— Other borrowings (note 36) —HEE(HE36) (52,367) (59,277)
— Convertible bonds (note 37) — IR ES (H7E37) (9,103) (12,583)
— Lease liabilities (note 16) —HEaE(HE16) (2,182) (3,125)
— Others —HAty (2,084) (1,233)
Finance cost BTG R AR (139,331) (146,088)
Amount capitalised on qualifying assets (note (i)) & &REEE 258 (FIFE0)) - 1,016
Finance income B A 15,799 15,411
Finance cost, net TGRS 58 (123,532) (129,661)

(i) The capitalisation rate used to determine the amount of borrowing costs
to be capitalised is the weighted average interest rate applicable to the
Group's general borrowings. No borrowing costs was capitalised during the
year ended 31 December 2020. The capitalisation rate used during the year
ended 31 December 2019 was around 6.99%

BEENMCEERASEMAZERNMEER AR
SE-REERAZNEFHNE -BE=-T
—TEFE+-A=t+—BILFE  BEEXLE
BERA - BE-T-NE+-A=1+—HItF
B BERMEELR6.99% °
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

12 INCOME TAX CREDIT/(EXPENSE)

Current income tax credit/(expense)

12

BHIPEHIES, (FX)

FrigBiE R, (B)

2020
=
RMB’000

ARETT

2019

RMB’000
ARBFIT
(Restated)
(BE%)

— Hong Kong profits tax —HENEH = -
— The PRC corporate income tax (“CIT") — RS
(TSR )
— Current year —ARFE (44,729) (57,398)
— Prior year —+F—FE 2,386 1,833
— The PRC land appreciation tax — R+ I ET (5,680) (35,728)
Deferred income tax credit RIEFTS B
— The PRC corporate income tax — B EMEH 177,794 47,025
129,771 (44,268)
Income tax credit/(expense) is attributable to: FiisBiEe, (X)) BER
— Loss from continuing operations —RHEREEG BB 127,542 (10,069)
— Loss from discontinued operations —BRIEEEEB 2 BE 2,229 (34,199)
129,771 (44,268)

Note:

(a)

(b)

(9

No Hong Kong profits tax has been provided as there is no assessable profit
arising in Hong Kong for the year (2019: Nil).

The PRC corporate income tax represents taxation charged on assessable
profits for the year at the rates of taxation prevailing in the cities in the PRC
in which the Group operates.

The tax rate applicable to the subsidiaries in the PRC is 25%, except for
certain subsidiaries of the Group in the PRC which were approved as
High and New Technology Enterprise and were subjected to a reduced
preferential CIT rate of 15% for a 3-year period. Certain subsidiaries of the
Group were also subjected to a reduced preferential CIT rate ranging from
5% to 10% for Small Low-profit Enterprises.

The PRC land appreciation tax is levied at progressive rates of 30% to 60%
on the appreciation of land value, being the proceeds of sales of properties
less deductible expenditures including land use right and all property
development expenditures.
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

12 INCOME TAX CREDIT/(EXPENSE) (Continued) 12 FrE8iER(BX) @

The tax on the Group’s loss before tax differs from the theoretical
amount that would arise using the tax rate of the location of the Group

companies as follows:

(Loss)/profit from continuing operations

B LTSRS BT

SEL

AR¥T

AEEB RSB RZ HIRARBAKE L
AIFfE R 2 R EISEmBEEE R

2020 2019
—T—NF
RMB’000 RMB’000
ARETE
(Restated)
E2))

before income tax (F58), &= (874,572) 25,141
Loss from discontinued operations R IHEE ISR TS TR R ES 1B

before income tax (128,467) (440,638)
Loss before income tax FRET1S TR ES 1B (1,003,039) (415,497)
Tax calculated at 25% (2019: 25%) R25% MK E 2 18

(ZZF—HF :25%) (250,760) (103,874)

Effect of different tax rates in other Hi RN TR R FU

cities/under preferential tax treatment BEFETNTRBHR 2 FE 23,621 13,619
Income not taxable BARBIA (24,107) (42,923)
PRC land appreciation tax deductible for Bt Bl E TS B E L HUREY

PRC corporate income tax proposes Rt R (E R (1,420) (8,932)
Expenses not deductible for tax purposes TR 2 EA 60,805 114,927
Tax loss not recognised RIERTIARE 58,796 37,556
Overprovision of tax from prior year B EERIEBERE (2,386) (1,833)
PRC corporate income tax B ZEFTISHL (135,451) 8,540
PRC land appreciation tax B+ I (R 5,680 35,728
Income tax (credit)/expense PR (%), Fx (129,771) 44,268

EREMBERAT 2020 Fi



228

Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

13 LOSS FROM DISCONTINUED OPERATIONS

Huicong (Tianjin) E-commerce Investment

BR(RB)ETRBEXRRE

13 RECRLEEEXEK ZHR

2020 2019
—E-EF —E-hF
RMB’000 RMB’000
ARBFIT
(Restated)
(BE%)

ARETT

Co., Ltd (note a) BRAF (HiEa) (60,229) (207,082)
Huijia Yuantian Limited (note b) ERTABRAR(MiEED) (66,009) (267,755)
(126,238) (474,837)

(a) Disposal of equity interest of Huicong (Tianjin)

E-commerce Investment Co., Ltd

On 23 November 2020, the Group entered into a sale and
purchase agreement with an independent third party to dispose
of its 60% equity interest of Huicong (Tianjin) E-commerce
Investment Co., Ltd (“Huicong (Tianjin)") at a consideration of
RMB16,000,000. Huicong (Tianjin) and its subsidiaries (together,
the “Huicong Tianjin Group”) was included in 020 business
exhibition business centre segment. The disposal was completed
on 30 November 2020. In accordance with HKFRS 5, the financial
results of Huicong Tianjin Group is reported in the current period as
a discontinued operations for the years as set out below. A disposal
loss of Huicong Tianjin Group amounting to RMB43,041,000 was
included in discontinued operations in the consolidated statement
of comprehensive income.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HZE-_Z-_TF+_A=+—HILtFE

13 LOSS FROM DISCONTINUED OPERATIONS 13 REEBRILLEXK ZEE®

(Continued)
(a) Disposal of equity interest of Huicong (Tianjin) (a) HEER(XB)EFRAKEXRE
E-commerce Investment Co., Ltd (Continued) BERARZIRE(E)
(i)  Financial performance and cash flow information (i) HBXBERELHEEH
The financial performance and cash flow information HE-_Z-_ZF+—-A=+THL
presented are for the eleven months ended 30 November T—EARBE_ZT-NET_A
2020 and the year ended 31 December 2019. =T—BIEFEZVBRERES

MEBEMZFNWT

Eleven months
ended 30
November
2020

BE-F-FF

t—A=t+AL
+—1f@A —ENF
RME’000 RMB'000
AR®T T ARBTTT

Revenue HEUWA 10,812 20,707
Expenses 53 (22,301) (191,629)
Loss before income tax BRPT1SELATEE (11,489) (170,922)
Income tax expense FriSifsE (5.699) (36,160)
Loss after tax BBz 1E (17,188) (207,082)
Loss on disposal (note 26(b)) S E 18 2 BB (FE26(b)) (43,041) -
Total loss from discontinued operations ER IHAE 215 < 1R ARRE (60,229) (207,082)
Net cash generated from operating activities L& /EFELE ZIREFEE 47,931 97,051
Net cash generated from investing activities & & /EEEE 2 IR € /F58 164,763 -
Net cash used in financing activities MEEHFTA RS F5E (217,275) (113,718)
Total cash outflow WE ik EsE (4,581) (16,667)

For the major classes of assets and liabilities of Huicong FRBRXEEENHEFHNE

Tianjin Group as at the date of disposal, please refer to the ZEERAGBERN  F2HME

note 26(b). 26(b) °
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

13 LOSS FROM DISCONTINUED OPERATIONS

(Continued)

(b) Discontinued operations of Huijia Yuantian Limited (b)

During the year ended 31 December 2020, the Group decided
to discontinue the operation of Huijia Yuantian Limited and its
subsidiaries (together, the “Huijia Group”), which is principally
engaged in the integrated marketing and advertising services in the

PRC.

(i)

Financial performance and cash flow information
The financial performance and cash flow information
presented are for the year ended 31 December 2020 and 31

December 2019.

13 RECKRIEKEER 2 EB @)

EENRARQAZERLEEEHX

%

HEZZ-_TF+_A=+—RALFE "
REBRERIHEEERZTRERARK
HMIB AR STE EnEl )2 %55 - 2
ZEEFERHBENEBEEEERESR

7 o

(i)

BEXERELHEEH
HEZ-TF+-_A=+—HBK
—T-hF+ZA=t+—HBILFE
ZHBRELBRSREENZ25IM
—Fo

2020 2019

—E-BHF —T-NF

RMB’'000 RMB’000

AR¥T T ARBETTT

Revenue SHE WA 1,941 63,710
Expenses =53 (28,693) (75,213)

Impairment losses of goodwill EENEREERERIE

and intangible assets (47,185) (258,213)
Loss before income tax BRFTISELRTE B (73,937) (269,716)
Income tax credit PR e 7,928 1,961
Loss from discontinued operations B EE RS 2 518 (66,009) (267,755)
Net cash used in operating activities KEEBFTA IR 5 (2,553) (2,593)
Net cash used in investing activities KREEEMA RS FRE - -
Net cash used in financing activities BEERE T IR S RRE - -
Total cash outflow e EEE (2,553) (2,593)

HC GROUP INC. ANNUAL REPORT 2020




Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HZE-_Z-_TF+_A=+—HILtFE

231

14 LOSS PER SHARE 14 BREE

(a) Basic (a)
Basic loss per share is calculated by dividing the loss attributable to
equity holders of the Company by the weighted average number
of ordinary shares in issue during the year excluding ordinary
shares repurchased by the Company (note 32).

Loss attributable to owners of the Company 72 BI#Ez535 8 AJEILET 1B

- %N

BREABERARAEREE AEGE
BRAFAD BT EARIE T8 E
(TBEARBEOZ EBR) (FIR32) -

2020 2019
—E-FF —TNnEF
RMB’000 RMB’000

AR®T T ARET T
(GESEY))
(B&E%)

— from continuing operations —RERHEEE T (623,473) (16,529)
— from discontinued operations —REERIEREES (122,064) (359,961)
(745,537) (376,490)

TR

(Restated)

(B&75))

Weighted average number of shares in issue B 34T& 5 2 hnkE 1981 1,238,917 1,120,494

Basic loss per share BREXREE

From continuing operations (in RMB) REFELEEK(ARKET) (0.5033) (0.0148)

From discontinued operations (in RMB) REBEKILEEEB(ARKET) (0.0985) (0.3212)
Total basic loss per share attributable to the — ZNA RI#EE A A B G EA

equity holders of the Company (in RMB) EiBeE(ARET) (0.6018) (0.3360)
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

14 LOSS PER SHARE (Continued) 14 BREB @)

(b) Diluted (b) #8

Diluted loss per share is calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The Company
has two categories of dilutive potential ordinary shares: convertible
debt and share options. The convertible debt is assumed to have
been converted into ordinary shares, and the net profit is adjusted
to eliminate the interest expense less the tax effect. For the share
options, the number of shares that would have been issued
assuming the exercise of the share options less the number of
shares that could have been issued at fair value (determined as
the average market price per share for the year) for the same total
proceeds is the number of shares issued for no consideration.

During the year ended 31 December 2020, all of these share
options had anti-dilutive effect to the Company and therefore,
diluted loss per share equaled basic loss per share (2019: same).

FREEHIRIRABEITAEINDRIA N
ETPHBUABRRABEEEEERREE
BRMAHE - ARRZECEEERR S
R PR ETR R A o RIRARE
BEREBRATERL  MATSLRE
VAT SHF S RTINS 2 - BLRsAE
MmE  BREBREETERECEITZIR
BB RARAEREEEATE
(IRFEREERBN 2 FATMEEE) A TH
TZBEMEBR - ASHEEET RN
#E -

HE_Z-_ZF+_A=+—HILEFE"
FIEEEEBRESARANERBEY
2 WeREEsERgREANERAS
(ZZ—NF : R -

15 DIVIDENDS

No dividend was paid or declared by the Company during and for the
year ended 31 December 2020 (2019: Nil).

15 KB
HE-_ZT-_ZF+_A=+—HILFE ' AR
AMERNHEREE(ZS—NEF &) -
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

233

16 LEASES 16 HE

(a) Amounts recognised in the consolidated statement (a)
of financial position
The consolidated statement of financial position shows the
following amounts relating to the leases:

REstIBRRRBER 2 EHE

BHIBRRAKRIIIA TEREERE S
L

2020 2019
—E-BF
RMB’000 RMB’000
AR¥TR AREETTT
Right-of-use assets EAEEE
At 1 January ®n—A—H 214,305 259,118
Additions NE 14,649 7,814
Lease modification (note i) HEBS (D 4,942 -
Deemed disposal of Zhongmo Group RELEPEEE (H3E26(0)

(note 26(c)) = (6,804)
Depreciation e

— from continuing operations —REREEEES (29,785) (37,474)

— from discontinued operations —RE DR PR EER (14,885) (8,349)
Disposal of Huicong Tianjin Group & B IRRE S E (MFE26(b))

(note 26(b)) (144,596) -
At 31 December Rt—_A=1+—H 44,630 214,305
Lease liabilities HEas
At 1 January ®n—HA—H 91,995 163,310
Additions NE 14,649 7,814
Lease modification (note i) HEBR (D 4,754 -
Deemed disposal of Zhongmo Group BRAEHEPIEERE (M3E26(0)

(note 26(c)) - (7,119)
Disposal of Huicong Tianjin Group (note 26(b)) & ZRKFEEE (FI5E26(b)) (29,447) -
Paid 5% (53,206) (80,496)
Interest expenses FMEFEZ

— from continuing operations —REFEICEET 2,182 3,125

— from discontinued operations —RE BRI EET 1,722 5,361
At 31 December Rt+—_A=+—8H 32,649 91,995
Current VipE) 15,050 74,598
Non-current IETRE 17,599 17,397

32,649 91,995
Note: B & -
() During the year ended 31 December 2020, the Group had agreed () REEZ_ZF+_A=+—HBIEFE &

with the landlords to extend, terminate or modify the terms of several
rental contracts. Right-of-use assets and lease liabilities had been
adjusted due to the lease modifications amounting to RMB4,942,000
and RMB4,754,000, respectively (2019: Nil).

EEEHEFRABELER  RIEHERZEHRE
AR ZIER - HEEITSEREEERTEE
BED AL AEARE4942,000T K AR
4,754,0007C( —E—HF : F) o
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For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

16 LEASES (Continued)

16 HE )

(b) Amounts recognised in the consolidated statement
of comprehensive income
The consolidated statement of comprehensive income shows the
following amounts relating to the leases:

ReEftRaRERBERAZEHE

Bt ANERIIIA TEEEERE
L

2020 2019
s St —ENEF
RMB’000 RMB’000
ARBTT AREBFIT
(Restated)
(BE51)
Depreciation charge of right-of-use assets fFAESEZITEEHR
Land use rights T A (4,377) (4,737)
Properties L/JES (40,293) (41,086)
(44,670) (45,823)
— from continuing operations —RE B EEY (29,785) (37,474)
— from discontinued operations —RE BRI EET (14,885) (8,349)
(44,670) (45,823)
Interest expense on lease liabilities HEAGENSRX
— from continuing operations —REFECEET (2,182) (3,125)
— from discontinued operations —RE BRI EETR (1,722) (5,361)
(3,904) (8,486)
Expenses relating to short-term leases B HIHE R MY
— from continuing operations —RE B EES (7,258) (3,470)
— from discontinued operations —RE DRI ER (1,281) (4,767)
(8,539) (8,237)
Gain on lease modification HEET 2=
— from continuing operations —RERFEICEET 188 -

Depreciation of approximately RMB27,186,000 (2019:
RMB26,776,000) is included in administrative expenses; and
RMB17,484,000 (2019: RMB19,047,000) in cost of sales in the
consolidated statement of comprehensive income, respectively. The
total cash outflow for leases in 2020 was RMB53,206,000 (2019:

RMB88,733,000).
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

17 INVESTMENT PROPERTIES

17 REYWHE

2020 2019

—BIEE —TNF

RMB’000 RMB’000

ARET T ARBFIT

At 1 January R—A—~H 770,831 623,829
Transfer from property, plant and equipment B - BB RS

(note 19) (PM¥EE19) - 187,242
Amortisation B3
- from continuing operations — IR BB ST (12,809) (2,025)
— from discontinued operations —RECKRILEEER (16,086) (19,834)
Disposals HeE (77,141) -
Impairment NEAIE]

— from discontinued operations —REBERIHEE X - (18,381)
Derecognised through disposal of subsidiaries BRHEMB AR IER (37.596) -
Derecognised through disposal of Huicong ERPESRREEBRR ILER

Tianjin Group (note 26(b)) (P5E26(0)) (492,851) -
At 31 December Rt+-_A=+—H 134,348 770,831

As at 31 December 2020, the Group held two properties (2019: four RZZBZZFE+_A=+—H AEEFEM
properties) as investment properties and measured at cost. BYE(ZT—NF  MEDE)IERREY
% WIRRKAGTE ©

RZZ-TE+-_A=+—8  AEEFHE
BEMEZATFEABIGEMETAA
R¥425698000t (ZE—1LF : AR
1,001,351,0007%) °

As at 31 December 2020, the fair value of the investment properties
held by the Group was determined by independent valuers at
RMB425,698,000 (2019: RMB1,000,351,000).

The fair value of investment properties as at 31 December 2020 is REMER_ZT_ZTF+_A=1+—HZR¥F
derived using the income approach (2019: income approach and market BEFEARANE(ZZE—NF  WAERTHLR
comparison approach). The income valuation method is essentially a PR WARBEEABTEREMEZMVER

mean of valuing the investment properties by discounting cash flow
projections based on reliable estimates of future cash flows, while
the market comparison approach is essentially a mean of valuing the
investment properties by assuming sale of each of these properties in its
existing state with the benefit of vacant possession.

The fair value is valued by independent professionally qualified valuers
who hold a recognised relevant professional qualification and has recent
experience in the location of the investment property valued.

X HEBRBEHRRREIRE 27 SEfhatiT
RRERETH - MHSLBERFEREY
EZBEHN  BRZEVELARER MU
REDALE -

RFERBIHFEAEREEMETHE &
ERAERABREEERLERMGERE
VIR T R E R -
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

17 INVESTMENT PROPERTIES (cContinued) 17 REV=m)

The Group’s finance department includes a team that reviews the
valuation performed by the independent valuer for financial reporting
purpose. This team reports directly to the chief financial officer (CFO).

At each financial year end, finance department:
e Verifies all major inputs to the independent valuation report,

e Assesses property valuations movements when comparing to the
prior year valuation report, and

° Holds discussion with the independent valuer.

The investment properties are leased to tenants under operating leases
with rentals payable monthly. There are no other variable lease payments
that depend on an index or rate.

For minimum lease payments receivable on leases of investment
properties, refer to note 41.

During the year ended 31 December 2020, the Group sold the part of
the investment properties in Shunde Household Electrical Appliances
Centre and recognised a gain amounting to RMB40,082,000 and
included in “Loss from discontinued operations” (2019: Nil). The
proceeds amounted to approximately RMB117,223,000, and costs of
disposal amounted to approximately RMB77,141,000.

During the year ended 31 December 2019, the recoverable amount of
certain investment properties was lower than its carrying amount. The
Group assessed the recoverable amount and, as a result, the carrying
amount of the investment properties was written down to its recoverable
amount of RMB770,831,000. An impairment loss of RMB18,381,000
was recognised in “Loss from discontinued operations”. No impairment
was recognised during the year ended 31 December 2020.
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OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

18 COMPLETED PROPERTIES HELD FOR SALE 18 FESHER T

2020 2019
—g-%F —T-nE

RMB’000 RMB'000
ARBT R ARBTT

At 1 January n—H—H 47,324 82,500
Properties sold EEME
— from discontinued operations —REERIEEES (4,118) (13,535)
Impairment A
— from discontinued operations —RE BRI EETR - (21,641)
Derecognised through disposal of Huicong BEHESREEEKR ER
Tianjin Group (Note 26(b)) (B$7E26(b)) (43,206) -
At 31 December R+=—A=+—8H - 47,324
All completed properties held for sale are located in the PRC and FIBEREHERIMEHUNFEITNEE
derecognised upon disposal of Huicong Tianjin Group. The cost of ERREEERRIEHR SEWEIKE
properties sold of approximately RMB4, 118,000 (2019: RMB13,535,000) WAREANS000T(ZE— NG ARE
has been recognised as expense and included in “Loss from discontinued 13,535,0007T) B R AFAZ - Wit AIREE
operations”. RIbE R R
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

19 PROPERTY, PLANT AND EQUIPMENT

19 ¥% - BERRE

Computer Fixtures,
and telecom- ~fittings and Rental
munications office  Leasehold Motor  Production  construction  Construction
Buldings  equipment  equipment  improvements vehicles equipment  equipment  in progress Total
T
3 HA%E R ; ERIR a3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
T T Sy T v ARETT
At 1 January 2019 A-%-7%-5-A
Cost i 336,234 90,732 25981 17,540 2097 3835 246,986 3193 765472
Accumulated depreciation ZitiE (95,898) (70,148) (3,53 (8329) (16,799) (350) (16,630) - (31689
Net book amount ERAE 20,336 20,584 2409 9212 41m 3485 230,356 23193 533,787
Year ended 31 December 2019 BE-E-1E
t=Azt-BiER
Opening net book amount ENSEEE 240,336 20,584 24409 9212 41m 3485 230,356 23193 533,787
Additions HE 986 1610 1,047 569 780 1,167 - 12491 131,080
Interest capftalsed BRlHE - - - - - - - 1,016 1016
Transfer & - - - - - - 10937 (142,937) -
Transfer to investment properties (note (i) EAZRANE(H:H() (187,242) - - - - - - - (18728
Disposals i - (76) (192) (415) ®) - - - (726)
Deemed disposal of Zhongmo Growp. B EREER (Ffz26(0)
(note 26 (c)) - (628) (475) (1,538) (672) (3611 (304353 (6193) (317470
Depreciaton (note () FE(E)
- from continuing operations -REREEESH (11,124 (8,186) (802) (3,686) (1782 (104)  (68,940) - (95561
- from discontinued operations -REDAHEEEE (464) (75) (134) (52) (20 - - - (745)
Closing net book amount EREETE 449 13,229 1,893 4,090 2435 - - - 64,139
At 31 December 2019 R-E-NEtZR=t-A
Cost i 57,575 75,838 10413 13973 1703 - - - 174822
Accumulated depreciation ZifhE (15,083) (62,609) (8,520) (9,883) (14,588) - - - (110683)
Net book amount EEAE 4249 13209 1893 4,09 2435 - - - 64,139
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HEZZT-_TF+-_A=+—HIFE

19 PROPERTY, PLANT AND EQUIPMENT (Continued) 19 ¥

BB R R )

Computer
and Fixtures,
telecom- fittings
munications and office Leasehold Motor
Buildings equipment equipment  improvements vehicles Total
EER %#B #HER
g3 EfkfE BORE HENERE HE @5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARETR ARETR ARETR ARET R ARETR
Year ended 31 December 2020 HE-E-BE
TZAZT-HLEE
Opening net book amount ENEETE 42,49 13,229 1,893 4,09 2,435 64,139
Additions NE 1,548 2,498 1,245 1430 1,761 8,482
Disposal of Huicong Tianjin Group HEEBEXEEE
(note 26(b) (H3£26(0)) (14,959) (83) (247) - - (15,289)
Partial disposal of JDS) Group PHLEREHREE
(note 26(a)) (M5E26(a)) - (289) (389) (1,116) - (1,794)
Disposal of subsidiaries HENBAT - (67) (28) - - (95)
Disposals k5 - (290) (60) (136) (309) (795)
Depreciation (note ({) WE))
— from continuing operations -REBELEER (1,242) (6,369) (958) (3317) (1,059) (12,945)
- from discontinued operations -REBKHELER (425) (112) (310) - (48) (895)
Closing net book amount FREEFE 27,414 8,517 1,146 951 2,780 40,808
At 31 December 2020 W-E-B£+-B=1-H
Cost AR 36,258 71,548 1321 10,895 14,562 140,590
Accumulated depreciation 2itE (8,844) (63,031) (6,181) (9,944) (11,782) (99,782)
Net book amount EREE 27,04 8,517 1,146 951 2,780 40,808
Note: P EE -
() No depreciation was capitalised as cost of “Construction in progress” () HRRIELETEREEYERTERTERNRITE
due to the deemed disposal of Zhongmo Group (2019: RMB1,041,000). BIRIKNA(ZZ—NF + ARK1,041,000
Depreciation of RMB2,778,000 (2019: RMB2,594,000) is included in selling TT) o FrE ARM2,778,0007C(ZE—NEF - A

and marketing expenses; and RMB11,062,000 (2019: RMB23,731,000) in
administrative expenses. No depreciation was included in cost of sales in
the consolidated statement of comprehensive income due to the deemed
disposal of Zhongmo Group (2019: RMB68,940,000).

R#2,594,0007T) B AR 11,062,0007T (=%
—hE : AR#23,731,00070) 9 BIEH A A G5
AlERZIHERMGHEERUMTRER
A BREIELERRER  WENTEFAS
BHRERERZHERAN(ZE—NEF : AR
68,940,0007T) °

(i) During the year ended 31 December 2019, the property, plant and iy #HE-Z—NEF+= ﬁ +—HLFE  £R
equipment were reclassified as investment properties in the consolidated MERGHEREEENLERRINHEE -
statement of financial position, given the change in the usage of the E&%% 5 e % %mAﬁfﬂﬂ%HﬁRi‘%qﬂﬂé
properties from self-use as operating office to external rental. DK AR EYE o
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

20 INTANGIBLE ASSETS

20 EREE

Trade name
Customer  and domain Technical
Goodwill  relationship na license ~ Knowhow Platform Patent Others
& EPEA ] AR Ta 2| A
RMB'000 RMB'000 RVB'000 RVB'000 RMB'000 RMB'000 RVB'000 RMB'000
T ARETT Tt T Tt T
At 1 January 2019 A-%-7%-5-A
Cost A& 1,843,785 346,900 160,199 554,000 104,862 115,900 43,200 69836 3238682
Accumulated amortisation 2t - (113,595) (42,106) (12,639) (28712) (139) (7,569) (41.874)  (246,630)
Net book value EmAE 1,843,785 233,305 118,093 541,365 76,150 115,761 35,631 2792 2,992,052
Year ended 31 December 2019 HZ-2-1&
tZAZT-BLEE
Opening net book amount ENEESE 1,843,785 233305 118,093 541,365 76,150 115,761 35,631 2962 2,992,052
Additions hE - - - - - - - m m
Deemed disposal of Znongmo Group B {EHEFEER
(note 26(c) (Fisk26(0) (14933 - - - - - (26,416) (3747 (45,09)
Impairment A
- from continuing operations ~RERELESE (38426) - - - - - - - (3840
- from discontinued operations -REBALEERS (249,159) - . - (9,054) - - - (8
Amortisation (note) BH(E)
- from continuing operations ~REBELELE - Bl (% (11663 - (16557) (5,400) (705%) (85,60
- from discontinued operations - KB HELEH - - - - (15,019) - - - (15,019)
Currency translation differences EHEEE 1,141 - - - 1,100 - - - 241
Closing net book amount EREETE 1502408 200274 105009 529702 53,181 99,204 3815 17933 2552606
At 31 December 2019 and R-B-NETZA=t-A
1 January 2020 k-%-%%-5-A
Cost A& 1833819 346,900 160,199 554,000 106,962 115,900 11,100 47048 3175928
Accumulated amrtisation LT BERE
and impairment [291411)  (145,626) (55,090) (24,29%) (53,781) (16,69) (7,285) 29115 (623302)
Net book value FESE 1,542,408 201274 105,109 529,702 53,181 99,204 3815 17933 2,552,626
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

20 INTANGIBLE ASSETS (Continued) 20

BILEE @)

Trade name
Customer and domain Technical
Goodwill  relationship name Liense  Knowhow  Platform Patent Others Total
B8 RFER  ESREL RE AR ¥a L0l 0] it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEBTr  ARETT ARMTR ARETR ARETR ARETn ARETn  ARMTR ARETR
Year ended 31 December 2020 Bz-g-%E
tZRZt-ALEE
Opening net book amount EEETE 1502408 201274 105109 529,702 53,181 99,04 3815 17933 2552626
Additions AE = - - - - - - 18 18
Impaiment HE
~from continuing operations -REREEESH (19,626) - (155 (518039) - - = (3108 (578339)
- from discontinued operations -RERKIHEEEE - - - - (418 = = - (%)
Amortisation (note) BH0m
~from continuing operations -REREEEER - () (9569  (11,663) - (16464) (1388) 129 (1504
- from discontinued operations -REDAHELEE - - - - (6,584) - - - (6,584)
Partial disposal of IDS) Group IPLERELREE
(note 26(a) (ME2600) (15,957) - - - - (2,739 - (10) (18,706)
Currency translation differences SHERER - - - - 588 - - - 588
Closing net book amount ERERAE 1,506,825 169,243 57,975 - - 80,001 2421 10,704 1,827,175
At 31 December 2020 W-B-2E+-F=t1-H
Cost 1S 1,564,877 346,900 160,199 554,000 - 112,000 11,100 47,053 2,796,129
Accumulated amortisation ZHEERAE
and impairment (58052)  (177,57)  (102,24)  (554,000) - (31,999) (8,673) (36,349)  (968,954)
Net book value FEYE 150685 169283 57475 - - 800 40 10004 182175
Note: Amortisation of intangible assets is included in administrative Misr - BEEE BT A GRakERZ

expenses in the consolidated statement of comprehensive income.

TIRERAA -
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HZE-Z-ZTF+_-A=+—HILtFE

20 INTANGIBLE ASSETS (Continued) 20 EREE»)

Impairment test for goodwill and other intangible assets
Managements monitors and reviews the business performance at the
operating segment level. Goodwill and other intangible assets are
allocated to the following cash generating units (“CGUs").

2020
—g=%fF

P

Goodwill
e
RMB’000
AR%ET T

MEHEESEEE

Technology-driven new retail
segment

BERAMRTEERENR
EEBREEDHERERERBRRBRE
HEREMEVAESRE T FRSELEN
(TREEEHM]) -

As at 31 December
R+=HA=+—H

2020

—B-BF

Other

2019
—E—NF

intangible
assets
HittBpEE
RMB’000
AR#®TT

intangible
assets
HihmAEE
RMB'000
ARBETTT

Goodwill
ot
RMB’000
AREETTT

Online-services — B2B2C business 4% I BR#% —B2B2C ¥ 7% 980,247 207,134 980,247 240,382
New technology retails solutions ¥ flT T & #RR = 454,720 80,000 454,720 96,000
Smart Industries segment BEEEEEH
Anti-counterfeiting products and B8 2 & & IR 1%

services 50,314 20,770 50,314 26,407
Online services — garment iR IR — REEITE

industry (note i) (B&ED - - - 41,140
Trading services — cotton industry 32 5 fR7E — 18 1E1T % 21,544 10,218 21,544 12,874
Platform and corporate TFERTEREEESH

services segment
Integrated marketing and BLEEHENEESRE

advertising services (note ii) (B i) - - - 53,180
Financing services (note iii) FE AR A5 (B i) - - 19,626 534,310
Electronic appliance e-business & 28%E F 757 (i siv)

(note iv) N/A FER N/ATEAR 15,957 3,204
Other intangible assets HitBEEE - 2,228 - 2,721

1,506,825 320,350 1,542,408 1,010,218

The recoverable amount of the CGUs are determined based on
value-in-use calculations. These calculations use pre-tax cash flow
projections based on financial budgets approved by management
covering a five year period or ten year period depending on individual
CGU circumstances. Cash flows beyond the five or ten years period
are extrapolated using the estimated growth rates stated in Note (v).
Management estimates the pre-tax discount rate that reflects market
assessment of the time value of money and specific risk relating to the
industry.
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OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

20 INTANGIBLE ASSETS (Continued) 20 EREE®

Impairment test for goodwill and other intangible assets
(Continued)
As a result of the impairment assessment, the Group recognised

-  impairment for intangible assets for the “online services-garment
industry” CGU amounting to RMB37,645,000 (2019: impairment
for goodwill RMB38,426,000) (note (i));

—  impairment for intangible assets for the “integrated marketing and
advertising services” CGU of RMB47,185,000 (2019: impairment
for goodwill and other intangible assets RMB258,213,000) (note (ii))
(which had been recognised in discontinued operations); and

—  impairment for the goodwill and intangible assets for “financing
services” CGU amounting to RMB540,693,000 (2019: Nil) (note
(iii)).

On 27 August 2020, the Group agreed to transfer 30% of the equity
interest in JDSJ Group to Guangdong Linggiu Commercial Trading Co.,
Ltd and 25% of the equity interest in JDSJ Group to Xinyu Congying
Internet Technology Partnership (Limited Partnership). The goodwill and
intangible assets for electronic appliance e-business was derecognised
upon partial disposal of JDSJ Group (Note 26(a)).

For details, refer to the following notes.

Note:

() Impairment provision for goodwill and other intangible assets related to
“online services — garment industry” CGU

On 18 December 2015, the Group completed the acquisition of the
entire equity interest in ZhongFu Holdings Limited (“Zhongfu”), which is
principally engaged in the online service business in relation to the garment
industry in the PRC. The total consideration was HK$170,807,500 (equivalent
to approximately RMB144,573,000). The Group recognised identifiable
intangible assets amounting to RMB69,900,000 and goodwill amounting to
RMB38,426,000 in relation to such acquisition and allocated to the “Online
services — garment industry” CGU at the acquisition date.

Management has been reviewing the business development and operations
of Zhongfu where the operating environment for online service providers
on the garment industry continued to be very challenging. In the light of
the changing market conditions, the Group has initiated transformation of
Zhongfu's business plan from being a traditional online services provider to
an advanced technology-driven retails solution provider since 2019.

The Directors assessed the recoverable amount of the CGU with reference
to the valuation performed by Ravia Global Appraisal Advisory Limited, an
independent professional valuer.

AEREMETEERERNF ()
RN EITRER M - AEE

- RIBRLERG - REITEIRSEEBLE
REFEEREAR37,645,0007 (=
T—NF  HEREARE38,426,000
70) (BEG))

- RIEAEHEMEEREIRSEEBAE
WE A EREAREA47,185,0005T(—
T—NF  HERHMEREEREBEAR
#258,213,0007T ) (FI=E(i)) (B A B4 1E
KEESHER) &

- RIBERGEIBEESEUEIEENRE
& B SR B A R 540,693,000t (==
—NEF - Z) (MEG)) °

RZZZTEFNAZ+TEA  AEBERERE
RENEEBRANBENREEREER Y
30% i - RAFRBBEAERIEEBLE
(ERAR)EENREM REEZ25%MHE -
ERHHERESHARAEER  ERIERERS
ERESZEERENEE(HE26()) °

BRFFS - F2EATHE -
ML -

(i)  BEIBLRE-RETXIRSELSLZRH
BN EMBTEERERR

RZZ—RAF+ZA+N\A  AEEEKK
BRRERARAR(FR] - EZRFREH
FHEERETEZGERBER) 22K
T o 8K {E74170,807,50078 7T (FEE R LA
R #144,573,0007T) - AEEE R YHE B 5
HREBAURBEERISNETLEEARE
69,900,0007T K %8 A R #638,426,0007T * I
DEEMR LIRS — RETEIZIRSELESN -

ERE-BEENTRZEBERIEE - RE
TESEIMBHERB 2EEREEARBE
E-ERNMGBERATEHEL AKER-F
—NFRRFATREBELTE - BEAER
BRERBHERBLAEENRTERRTR
R -

BRESEBT B EAEM LRI E A

BRI 2 5 EE TR SRS 2T
Wl 5 -
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

20 INTANGIBLE ASSETS (continued)

Impairment test for goodwill and other intangible assets
(Continued)

Note: (Continued)

(0]

Impairment provision for goodwill and other intangible assets related to
“online services — garment industry” CGU (Continued)

The recoverable amount of this CGU is determined based on a value-in-
use calculation which uses a revised cash flow projection based on financial
budgets of the ZhongFu Holdings Group covering a five-financial years
business plan. Management consider the financial budgets prepared is
appropriate after considering the revised business development plan,
sustainability of business growth, stability of core business developments
and achievement of business targets. The financial model assumes an
average growth rate of 5% (2019:12%) for five financial years budgets, a
pre-tax discount rate of 14% (2019:20%) per annum and a terminal growth
rate of 3% (2019: 3%) per annum beyond the five years period taking into
account of long term gross domestic product growth, inflation rate and
other relevant economic factors.

During the year ended 31 December 2020, due to fierce competition
in the e-commerce industry and the outbreak of Coronavirus disease
("COVID-19"), the business transformation plans cannot be implemented
successfully as expected. These factors lead to a substantial decline in
revenue of Zhongfu as compared to the prior financial budget. As a result,
the management has provided full impairment loss on the intangible
assets related to “Online services — garment industry” CGU amounting
to RMB37,645,000 (2019: provision for impairment of goodwill of
RMB38,426,000).

HC GROUP INC. ANNUAL REPORT 2020

20 EREE»)

AERAEMETLEERENRE)

Wi

@

(&)

BRI LR -RETEIRSELSLZH
BREMBEERERE(E)

WIRSELBM Al W ESEIZERERNE
BE 2SS ERAENEERRAESKE
EZHBEBEE 2 EETREREE M
T ERICBITEGRREAS EBER
AHEN ROEBERBEMERERELE
N ERBERAFMRRNMBEERARE - &
AR RBEANEELAGR - BIRE L EAE
BEERER  MBEXABRAEEVRFEES
2R RER A% (=T —HEF  12%) ~ BiAT
BRIRERAEF14%(ZZ—NF : 20%) © Mid
HRAFHRZEREREAEFIR(ZT—N
F:3%) -

HE-_ZT-_TF+-_A=Z+—AHLFE @R
BFABTERFRUREEH A BERRER
(fCOVID-19]) » A S Bl AR TE AR TH
it o B ERGBR RS WA BBEH
RIBEMRLKETE - At - EBRECHAR
[ ERB - RETEIRCELSBUZERE
EFTR 2 EURMAE R BB E AR 37,645,0007T
ZE-NGF  EERERE A R38,426,000
TT) e



Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

20 INTANGIBLE ASSETS (Continued)

Impairment test for goodwill and other intangible assets
(Continued)

Note: (Continued)

(ii)

Impairment provision for goodwill and other intangible assets related to
“integrated marketing and advertising services” CGU

On 13 January 2017, the Group acquired the entire equity interest in Huijia
Yuantian Limited (“Huijia”), which is principally engaged in the integrated
marketing and advertising services in the PRC. The total consideration
was RMB362,000,000. The Group recognised identifiable intangible
assets amounting to RMB105,500,000 in total and goodwill amounting
to RMB250,096,000 in relation to such acquisition and allocated to the
“Integrated marketing and advertising services” CGU at the acquisition
date.

During the year ended 31 December 2019, due to the downtrend of
the automotive industry in China, which is the major customer sector of
Huijia. The performance of Huijia is significantly lower than the budgeted
amount, therefore, the management has revised the budget forecast and
made a provision for impairment of goodwill and other intangible assets of
RMB258,213,000.

As at 31 December 2019, the recoverable amount of this CGU is determined
based on a value-in-use calculation which uses cash flow projection based
on the revised financial budgets of the Huijia covering five financial years.
The directors and management considered financial budgets prepared
is appropriate after considering the revised business development plan,
sustainability of business growth, stability of core business developments
and achievement of business targets. The financial model assumes an
average growth rate of: =12% for five financial years budgets, a pre-
tax discount rate of 19% per annum and a terminal growth rate of 3%
per annum beyond the five years period taking into account of long term
gross domestic product growth, inflation rate and other relevant economic
factors.

During the year ended 31 December 2020, due to the outbreak of
Coronavirus disease (“COVID-19"), lots of small and medium enterprises
had tightened their advertising budget; hence Huijia's business
transformation plans cannot be implemented successfully as expected. As
a result, the Group had decided to discontinue the operation of integrated
marketing and advertising services operated by Huijia Yuantian Limited
and has provided full impairment loss on the intangible assets related
o “Integrated marketing and advertising services” CGU amounting to
RMB47,185,000.

245

BILEE @)
HEREMETEERBERR®)

Wi

(ii)

(%)

R BAEHNESRIREELSL R
BN EMETEERERRE

RZT—+tF—A+=H AEEKEZEET
XEBRRR([EE] EZRFEEERAYE
HRESRGER) 228RE - BREBA
R 362,000,0007T ° 7~ B B AU B HI 5t
FHAKESERERATMIEFEESHEARE
105,500,0007T & i 2 A R #250,096,0007T

WHREBEEHERBESEREIZRSELS

fiL o

HE_Z-NF+ZA=1+—HILFE #E
IEEF¢IJ$I¥%§I§§ﬁﬁ¥ﬁZ
TIBERR -BHE-T—AF+_A=1+—
BILEE SR ¥E=ERBEELE A
It - BIEECERBEEN - WHAEREM
A EREREELEEARK258,213,000
5o

—NF+-A=+—8 HBSELE
Lz Al E &R EREBRTEERE - % Fat
HRBENREZEENMAVREE ZL&ETHT
BREEEL 2R RETEAMT - EEIEE
FIETSERENE  EBERAFEN - 2O
BEEBETUREBEZER EEREHEE
RAEFRE M HEEEBEE - Kt LR
NEERELR  BERXREMEBCOER
= WBEEANBIAEVREERE 2 ¥
RER/—12% - AR EREF19% © M8
PRFHE SR REATF3I% -

HEZT-TF+-_A=1+—HLFE &R
@%*@@Hﬁra (fcovip-19]) « REH/]N
CEWSZHEESEE  AER 2 E5EEE
BEAETEHRINER - At - AEEERE
RIFBRTRAERARGCENESEHRES
RIS - Wt BRI BEEHRESRE IR
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EREMBERAT 2020 Fi



246

Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

20 INTANGIBLE ASSETS (continued)

Impairment test for goodwill and other intangible assets
(Continued)

Note: (Continued)

(iii)

Impairment provision for goodwill and intangible assets related to “Financing
Services” CGU

On 28 November 2017, the Group step-up acquired 30% of the equity
interest of Chongging Digital China Huicong Micro-Credit Co. Ltd (“Micro-
Credit”), which principally engaged in the integrated marketing and
advertising services in the PRC. Upon completion of the acquisition, the
Group held 70% of equity interest and obtained control over Micro-
Credit and reclassified as investment in subsidiary. The Group recognised
identifiable intangible assets amounting to RMB561,900,000 in total and
goodwill amounting to RMB19,626,000 in relation to such acquisition and
allocated to the “Financing Services” CGU at the acquisition date.

The Directors assessed the recoverable amount of the CGU with reference
to the valuation performed by Ravia Global Appraisal Advisory Limited, an
independent professional valuer.

As at 31 December 2020, the recoverable amount of this CGU is determined
based on a value-in-use calculation which uses cash flow projection based
on the revised financial budgets of the Micro-Credit covering ten financial
years which reflected management’s latest development plan over the
financing services business, included but not limited to further working
capital to be injected into this segment.

Management has been reviewing the business development and regulatory
requirement for operating micro-lending in PRC. On 7 September 2020,
the China Banking and Insurance Regulatory Commission (“CBIRC") issued
the “Notice on Strengthening the Supervision and Management of Micro-
lending Companies”, which aims to further strengthen the supervision and
management, standardise business behavior, prevent and resolve risks,
and promote the standardised and healthy development of the industry of
micro-lending companies. The notice will significantly impact the micro-
lending companies from all aspects of business operations.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

20 INTANGIBLE ASSETS (continued)

Impairment test for goodwill and other intangible assets
(Continued)

Note: (Continued)

(i) Impairment provision for goodwill and intangible assets related to “Financing
Services” CGU (Continued)

In view of the stricter regulatory requirement and uncertainties in pose, the
Group revised the financial budgets after considering the revised business
development plan, working capital injection plans, products offering and
other risk factors faced by Micro-Credit. The financial model assumes an
average growth rate of 17% (2019: 23%) for ten financial years budgets,
a pre-tax discount rate of 15% (2019: 16%) per annum and a terminal
growth rate of 3% (2019: 3%) per annum beyond the ten years period
taking into account of long term gross domestic product growth, inflation
rate and other relevant economic factors.

As at 31 December 2020, the recoverable amount of this CGU determined
based on the value-in-use calculations was lower than the carrying amount
of this CGU. Accordingly, the management has provided full impairment loss
on goodwill, license right and other intangible assets of RMB540,693,000
and charged to profit or loss in the year ended 31 December 2020 (2019:
Nil).

(iv)  On 27 August 2020, the Group agreed to transfer 30% of the equity
interest in JDSJ Group to Guangdong Linggiu Commercial Trading Co., Ltd
and 25% of the equity interest in JDSJ Group to Xinyu Congying Internet
Technology Partnership (Limited Partnership).

The goodwill and intangible assets for electronic appliance e-business was
derecognised upon partial disposal of JDSJ Group (Note 26(a)).

(v)  Table below sets out the key assumptions for those CGUs that have
significant goodwill and intangible assets allocated:

247

BILEE @)
HEREMETEERBERR®)

fisE - ()

(i)  EEEIRMERE REELSMZHERLME
WEEREREE)

REEREEMBEEREETERERE - 1
FEIJZQ/ET¥%%§EE+§H BEESFER
CEMBRERNEEFERZEMGRARE
? AEBCERUMBEE - L REHEA
SESERE  BRERMEGBBCERE -
MHEENBE A EYN BT EEE 2 PR R
B17%(ZZT—NEF :23%) AR RAS
F15%(ZT—LF : 16%) » MiBE+FHRE
ZRIIERRBEFEI%(ZT—NF 3%) °

www

RZZZEF+-_A=+—H0 ZBSELE
fzz Al E & EIREEABESEERZRE
EEHMEERE- - At EBECHEE -
MR R HMEEEEREORERBREEA
R #540,693,00070 * WEREBZE= ?72$
+ZA=+—BUHEFEZEBEANR - (=
—NEF:F) e

vy RZZEZZFNAZTLR AEEREME
REFHEARATHRNHKBERAEE L
30%tE - RAMARBERGRRABLE(R
RER)ERNREMRER225%MKHE -

BREFHBNHERBVEECNEOHE
REMREEMEGL LR (FI5E26()

v TRENEEAHERBPEESREZESR
SEEBMZ TEMR

As at
31 December 31 December
2020 2019

R-ZB-%F

Anti-counterfeiting products and services Fh R A R RS
Average growth rate P RE

Pre-tax discount rate BRIRAIR &

Terminal growth rate BRI RE

Online services — B2B2C business & FAR3% —B2B2CEK
Average growth rate TR %

Pre-tax discount rate BIRTRLIR &

Terminal growth rate BRI RE

=A=+—H

10% 1%
9% 15%
3% 3%
1% 12%
8% 12%

3% 3%
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

20 INTANGIBLE ASSETS (Continued) 20 BEEE @)
Impairment test for goodwill and other intangible assets HMEREMEFEERENRE)
(Continued)
Note: (Continued) Bt - (88)
(v)  Table below sets out the key assumptions for those CGUs that have () TREIBEAFELNENEESIREZSH
significant goodwill and intangible assets allocated: (Continued) SELBUFEMRR  (B)
As at As at
31 December 31 December
2020
R=ZB==F
+=A=+-—AH
Online services — garment industry B R — BRFEATH
Average growth rate FEg R R 5% 12%
Pre-tax discount rate FAIBLIE = 14% 20%
Terminal growth rate SRR R 3% 3%

Integrated marketing and advertising services A& R ESRE

Average growth rate TR N/A
TEA -12%
Pre-tax discount rate FIRTALIE & N/A
i A 19%
Terminal growth rate BRI R R N/A
TiE A 3%
Financing services & RIS
Average growth rate FHE R 17% 23%
Pre-tax discount rate FIRTALIE = 15% 16%
Terminal growth rate R RR 3% 3%
Trading services-cotton industry RB IR — RIEITE
Average growth rate EgE R 14% 15%
Pre-tax discount rate FIRTALIE & 18% 20%
Terminal growth rate R RR 3% 3%
Electronic appliance e-business ERETHH
Average growth rate TR R N/A
B A 40%
Pre-tax discount rate FiATRLIR R N/A
TEA 25%
Terminal growth rate R RR N/A
TiEH 3%
New technology retails solutions FRMBERRER
Average growth rate Fg R R 57% 59%
Pre-tax discount rate FiATRLIR R 24% 24%
Terminal growth rate BRI R R 3% 3%
The financial budgets covering 5 years period for all CGUs, except for ERSELESU M HIBERE A FHME -
financing services which covered 10 years to reflect its revised expansion ME+FHRARREGETERE2/BE
plan. PRAFERIN o
The Directors and management have considered and assessed reasonably BEENERECERNIGEMEERERZA
possible changes for other key assumptions and have not identified any IBAIALEE) - WERIR(F O e e B HZEIH
instances that could cause the carrying amount of these CGUs to exceed its SEABMNZRAEBLEKESENER

recoverable amount.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HZE-_Z-_TF+_A=+—HILtFE

21 TRADE RECEIVABLES, DEPOSITS, 21 EWRF &€ AIRERH
PREPAYMENTS AND OTHER RECEIVABLES it PE L =R IR

As at 31 December
A+=—A=+—H
2020 2019

SEL —T-NE
RMB’'000 RMB'000
ARBT T ARET 7

Trade receivables FEUER K 530,570 477,227
Less: provision for impairment of trade A EUER ORI E RS
receivables (52,286) (63,529)
Trade receivables, net FEUBR T F R 478,284 413,698
Deposits, prepayments and other receivables RE - TARTROA M EA EY TR 732,604 490,980
1,210,888 904,678
Less: Non-current portion R IEmENE D (884) (3,568)
Current portion BN 1,210,004 901,110
(a) Trade receivables (a) FEWERRX
The Group generally grants a credit period ranging from 90 days to REB -—REKBEBI>BHETEPNT
270 days to customers depending on business segment. The aging 90KRZE270KR 25 B8 - EUBR AR REIZ
analysis of the gross trade receivables based on invoice date is as BEAHZBRRINNT :
follows:

As at 31 December
RAt+=—A=+—H
2020 2019

—s-®F  —T-NF
RMB’'000 RMB'000
ARBTFR  ARETE

Current to 90 days BNEAZ 90K 454,297 301,627
91 to 180 days 91E 180k 31,417 47,678
181 to 270 days 181%270K 6,710 42,664
271 to 365 days 271E365K 5,364 26,999
Over 1 year BB —F 32,782 58,259

530,570 477,227
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

21 TRADE RECEIVABLES, DEPOSITS,
PREPAYMENTS AND OTHER RECEIVABLES

(Continued)

(a) Trade receivables (Continued)

Note:

Movements in the provision for impairment of trade receivables are as

21 BWERR - &€  AARERHE
b PE WL FR I ()

(a) EEUWERFR(#)

p

[EASR R 2 BERBEEMT

follows:

2020 2019
—EC-EF —T-NEF
RMB’000 RMB’000
AR¥T AREEFT
At 1 January n—A—H 63,529 32,427

Provision for impairment of trade receivables MR TR E RS
— from continuing operations —REFECEET 18,132 21,312
— from discontinued operations —RE BRI EET 26,201 12,592
Write off for impaired trade receivables LR B U AR TR 8 (50,916) (1,934)
Disposal of Huicong Tianjin Group HEZEEXEEH (4,660) -
Deemed disposal of Zhongmo Group RIEHEREEER - (868)
At 31 December Wt+t—-—A=1+—8H 52,286 63,529

The carrying amounts of trade receivables approximate their fair values.

Balances are denominated in RMB and there is no concentration of credit
risk with respect to trade receivables as the Group has a large number of
customers nationally dispersed.

The maximum exposure to credit risk at the reporting date is the fair values
of trade receivables disclosed above. The Group did not hold any collateral as
security.
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

21 TRADE RECEIVABLES, DEPOSITS, 21 fE ﬁﬁf)'( e AARERHE
PREPAYMENTS AND OTHER RECEIVABLES fth P U SR TE ()
(Continued)
(b) Deposits, prepayments and other receivables (b) & - AARERAMERIE

As at 31 December
Rt+t=A=t+—H
2020 2019

—g-%% —T-nE
RMB’'000 RMB'000
ARBT T ARET 7

Non-current portion ERBED ¢
— Deposits % 884 3,568
Current portion mEE S -
— Deposits —%% 8,659 5,986
— Prepayments (note (i)) — T RIB (I EEG)) 712,993 343,315
— Amount due from an associate (note (ii)) — B — B2 N B FUE
(P %EG)) - 67,120
— Refund receivable from a supplier — e — B R AR
(note (iii)) (B (i) - 33,752
— Other receivables for disposal of a —HERAFEFAREMEE
financial assets at fair value through WAZ VB EZE At
other comprehensive income FEWRIE = 17,600
— Other receivables — HoAth JE YR IE 10,068 19,639
731,720 487,412
732,604 490,980
The fair values are as follows: NEEWT
— Deposits — & 9,543 9,554
— Prepayments —JARFIA 712,993 343,315
— Other receivables — H{th FEU N IE 10,068 138,111
732,604 490,980
Denominated in: LARPIE R ETHE -
HK dollars B TT 563 1,862
Renminbi AR 732,041 489,118
732,604 490,980
Note (i): (IEI0K
At 31 December 2020 and 2019, the amount mainly represented RZB_ER_FB-AF+ZA=+—B" %
prepayment to suppliers for B2B trading platform business. SHETEEMBBR S TAXBHRERTEMNZ
FE o
Note (ii): I
The amount was unsecured, non-interest bearing and is repayable on ZeREAEER  RENREARERER -GH
demand. Such amount is denominated in RMB and approximates its fair SHEUARBTEREAQATAEES  WER
value, which had been fully settled during year ended 31 December 2020. BHE_Z-_ZF+-_PA=+—HIEFEZE
&
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

21 TRADE RECEIVABLES, DEPOSITS, 21 Eq&ﬂﬁfﬁ‘?ﬁﬁ‘ﬁﬁﬁlﬁﬁﬂ
PREPAYMENTS AND OTHER RECEIVABLES ftl P& WURR I ()
(Continued)
(b) Deposits, prepayments and other receivables (b) e  AAREREMERE
(Continued) (&)
Note (iii): B EEG) :
The amount represented a prepayment to a supplier in 2018 who failed to ZeEER - \Fr—2HEFHEN 2K
deliver the goods in accordance with contract terms. The Group negotiated B MZAHREREIRREVERRNE
with the supplier and asked for a refund. During the year ended 31 me REBBEZAMERER - WEKER
December 2019, the Group commenced legal proceeding to seek for law RoBE_T-—NF+_A=+—BHILFE "
enforcement to recover the amount. On 6 May 2020, the High People’s AEBRMEERSF  UBRBEKRDERSE
Court decided in favor of the Group and ordered the supplier to repay the B-RZT_ZTFRARE  aRARERE
total amount of RMB33,752,000. However, the Directors believe that the HIREBMBF  HEZBEEFEESEAR
balance’s recoverability is uncertain as the supplier’s financial abilities are #33,752,0007C 2 KB o AT - ARZHE
questionable. Therefore, the whole balance amounting to RMB33,752,000 B2 BEE TR BEFERR T —ERWEZ
was fully provided for as of 31 December 2020. B Bl BHE_T-_TF+-_A=1+—
B BREZEHTARK33,752,000 T EEE
B o
22 LOANS AND INTEREST RECEIVABLES 22 ERERERE
Loans and interest receivables reflect the outstanding balance of loans EREREMEER THERNR TFRMES
granted to associates, employees and customers. L ERREREER

As at 31 December
R+=—A=+—H
2020 2019

—E-T

—=—=

RMB’'000 RMB'000
ARETT ARBET T

Loans to customers of financing services BERTRERGEB 2EF (M)
business (note) 1,601,442 1,684,983

Loans to employees BERTEE 3,885 3,885
Loans to associates (note (c)) B P 2w (MisEce) 90,721 60,867
Interest receivables FEUFILE 10,762 25,443
Loans and interest receivables, gross JEUE R T B 428 1,706,810 1,775,178
Less: impairment allowance on loans to B BERTRERBEB2EPZ

customers of financing services business BB (BT E3.1(b)Gii))

(note 3.1 (b)(iii)) (184,149) (140,014)
Less: impairment allowance on loans to W BT IEE 2 RERE

employees (34) 31
Less: impairment allowance on loans to B BERTHBMERRREEEY

associates and joint ventures (note (c)) BRI 3E(0) (5,523) (1,006)
Less: impairment allowance on interest W RN SR E RS

receivables (289) (148)
Loans and interest receivables, net EWE RS FEE 1,516,815 1,633,979
Less: Non-current portion B IEmENER D (571,438) (42,257)
Current portion mENEE S 945,377 1,591,722
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Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 #HZE—-Z—-F

FHoA=t-BLEE

22 LOANS AND INTEREST RECEIVABLES (continued)

Note:

(a)

(b)

(@

Analysed by nature

The balance comprises loans granted in financing service business:

22 EWEE

253

R F B (

BIEE DT

BREHREENRAERBEBRLZER

As at 31 December

R+=A=+—8H

2020

—B-EF
RMB’000 RMB’'000
AR®TR ARETT
Loans to customers of financing services business ~ ER T RIS RIFEEZEF 1,601,442 1,684,983
Less: impairment allowance TR E B (184,149) (140,014)
1,417,293 1,544,969

Analysed by type of collateral

IR RER DT

As at 31 December

R+t=B=+—H
2020
-2 ﬂ—:
RMB’000
AR®T T
Unsecured loans EHEMER 1,159,965 1,169,729
Guaranteed loan BERER 182,832 190,684
Collateralised loans BEEFER 258,645 324,570
Loan to customers, gross BERTEFHEE 1,601,442 1,684,983
Less: impairment allowance B ORERE (184,149) (140,014)
Loan receivables, net FEWE FFRE 1,417,293 1,544,969
Loans to associates (0 ERFTHEDQF
The Group granted loans of RMB20,800,000, RMB20,800,000 and BE-_ZT—NF —T-—AFR_FT—K<F
RMBS5,940,000 to ZEifi AR /A (“Hui De”) during the years ended +ZA=+—BLEFE  KEEHE |‘1 =R
31 December 2014, 2015 and 2016 respectively. During the year ended BERRR(TZR]) AHNREERARE

31 December 2020, loans and interest receivable of approximately
RMB65,298,000 were written off while RMB47,540,000 was included in
continuing operations and RMB17,758,000 was included in discontinued
operations, as a result of the loans restructuring while the Group disposal
of Huicong Tianjin Group and the net liability position of Hui De as at 31
December 2020.

The Group granted loans amounting to RMB80,000,000 to an associate
HHT 2 I & B AR (“Zhejiang Huicong”) during the year ended 31
December 2020. The loan receivables will mature on 2021 and are interest
bearing at rate of 10% per annum.

20,800,0007T + A #20,800,0007T & AR
5,940,000 - HEZZT-TF+=-A=+—H
IEFE - BIRERRFELARK65,298,000
THRAEEEHEERXNEEEREEEN

LRHR-ZE-_TFE+_A=+—"BEEZZFE
BRI - AR 47,540,000T R AR
#17,758,0007CE D BIFF AR BEL L EBRE
BRIPREEE ETS -

BE-Z-ZF+-A=1+—HIEFE K&
Er—HBE AN I 2REEFR AR ([
TR ) B K #580,000,0007T © FEIL
BN T —F R REFERI10%5

E o

oS
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Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

23 SUBSIDIARIES

The following is a list of the principal subsidiaries at 31 December 2020:

Hong Kong Huicong International Group

EESREREEERLA

HC Group (Hong Kong) Limited

SRR(FR)ARAA

Orange Triangle Inc.

Orange Triangle (HK) Limited

Zale Inc.

Zale (Hong Kong) Limited

Z. Tech Holdings Limited

ZhongFu Holdings Limited

PIRERARAR

HC GROUP INC. ANNUAL REPORT 2020

Place of incorporation

and kind of legal entity and place of operation

A 2R
EERRERR

British Virgin Islands,
limited

ARELES  ARAT

Hong Kong, liability
company

&% BRAE

State of Delaware, USA
B - =AM

Hong Kong, liability
company

A BRAA

Cayman Islands, limited

liability company

FEHE BRAA

Hong Kong, liability
company

&8 BRAE

Cayman Islands

]

British Virgin Islands,

limited liability company

AERIES ARAT RARKR-RERAHS

Principal activities

TERBR
BEWS

Investment holding
in Hong Kong
REBRR-BH

Investment holding
in Hong Kong
RERR-BA

Investment holding

RERKR

Investment holding
in Hong Kong
RERR-BB

Investment holding
in Cayman Islands

RERR-HERS

Investment holding
in Hong Kong
RERR-FE

Investment holding
in Cayman Islands

RERK-REEE

Investment holding
in BVI

23 MIBATE

NTARZZE_ZF+_A=1+—HZ2EEM

BAAEE :

Particulars of

registered share capital interest held

Eatft Fifs

Az BERER

21,000,000 ordinary shares of 100%
Us$0.01

21,000,000%
FREEOETZLER

500,000 ordinary shares of 100%
HK$1 each

500,000 BREE BT TRk

200 shares of US$0.01
200 EREE0IETZRR

89.34%

10,000 ordinary shares of 89.34%
HKS$1 each
10,000 SR AE BT Sk
500,000,000 ordinary shares of 89.34%
US$0.0001 each
500,000,000
FRAE0.0001F T2 TER
10,000 ordinary shares of 89.34%
HK$1 each
10,000 BIREE1 BT S Bk
50,000 ordinary shares of 89.34%
US$1 each
50,000 SEAEE XL EBR
50,000 ordinary shares of 100%
US$1 each

50,000 SR AEEIE T ERR

Proportion of
ordinary
shares held by

Effective non-controlling

interests (%)
FERER
FrsEER
£ B(%)

10.66%

10.66%

10.66%

10.66%

10.66%
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

23 SUBSIDIARIES (continued)

The following is a list of the principal subsidiaries at 31 December 2020:

(Continued)

Saidian HK Limited

ERERERERERAR

IS BERERRMARAR

IRBBERERRBARAT

ERAEEE RN BRAT

SEREARERRAR

ERE=AREARAR

ERRITHEMRERAT

Place of incorporation

and kind of legal entity

A LR
HEERRER

Hong Kong, liability
company

R BRAF

The PRC, limited liability
company

T BRAT

The PRC, limited liability
company

TE - ARAT

The PRC, limited liability
company

ME - BRAF

The PRC, limited liability
company

TR BRAT

The PRC, limited liability
company

PR ARAT

The PRC, limited liability
company

T8 ARAR

The PRC, limited liability
company

TR BRAT

Principal activities
and place of operation

FEEER
TEh

Investment holding
in Hong Kong
RERKR-F3

Provision of business
information in the PRC

REEXER-TE

Provision of business
information in the PRC

REEXER-TE

Provision of business
information in the PRC

REBXER-—PE

Anti-counterfeiting
Technology Development
in the PRC

FRM AR

Finance leasing services
in the PRC
BAR SR -

Provision of business
information in the PRC

REBXEN-TE

Provision of business
information in the PRC

RHEEXER-TE

23 MBAT @)

255

WTFAR - ZE-_ZTF+-_A=+—HZEEMH

BAREE : (8)

Particulars of

registered share capital interest held

2t ik

KAt BRER

10,000 ordinary shares of 100%
HK$1 each

10,000 BIREE1 BT EER

RMB500,000,000 100%

AR 500,000,000

RMB2,200,000,000 100%

AF%2,200,000,0007T

RMB36,000,000 100%

ARH36,000,0007

RMB56,580,000 80.25%

AR56,580,0007

US$30,000,000 100%

30,000,000 7T

US$150,000 89.34%

150,000% 7

RMB10,000,000 89.34%

AK%10,000,0007

SREEARAH

Proportion of
ordinary
shares held by

Effective non-controlling

interests (%)
FERER
FrisBER
£ AI(%)

19.75%

10.66%

10.66%

2020 4
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

23 SUBSIDIARIES (Continued) 23 EQR @
The following is a list of the principal subsidiaries at 31 December 2020: NTARZZE_ZF+_A=1+—HZ2EEM
(Continued) BARBE : (B)

Proportion of

ordinary
shares held by
Place of incorporation  Principal activities Particulars of Effective non-controlling
and kind of legal entity and place of operation registered share capital interest held  interests (%)
kERER
EMEIHER TEXBR Bt Firfs & ER
HEERER -3 R BRER EEI(%)
EREREERERERAR The PRC, limited liablity ~ Provision of tradingand ~ RMB20,000,000 42.80% 57.20%
company agency services in the PRC
hE - ARAH REEERABRE-HE AR%20,000,0007
FAEEETEBERAT The PRC, limited liability ~ Provision of tradingand ~ RMB200,000,000 100% -
company agency services in the PRC
T8 ARAF REEFRAERS-FE AR%200,000,0007
ERESRAERAF The PRC, limited liability ~ Provision of business RMB220,000,000 100% .
company information in the PRC
ME - ARAE REHFER - AR220,000,00070
ERAAKEN BRRERRE The PRC, limited liability ~ Anti-counterfeiting RMB10,000,000 80.25% 19.75%
company Technology development
in the PRC
ME - BRAH eI AR%10,000,0007
MMBEEESRHERAR The PRC, limited liability ~ Investment holding US$1,000,000 100% -
company in the PRC
T8 ARAF REHRR-+ 1,000,000% 7T
MNBEEREERAE The PRC, limited liability ~ Investment holding RMBS, 250,000 100% -
company in the PRC
ME - ARAHE RASR-F AR5,250,0007C
I RSN AR AT The PRC, limited liability ~ Provision of business RMB10,000,000 80.38% 19.62%
company information in the PRC
ME - ARAT RABEEA - AR10,000,0007
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

23 SUBSIDIARIES (continued)

The following is a list of the principal subsidiaries at 31 December 2020:

(Continued)

MTHEABEREERLE

ERRNEREE  EENERAR

LERBETEBERAR

ERRRERHEERAT

Place of incorporation

and kind of legal entity

AR
HEERRER

The PRC, limited liability
company

FE ARAAE

The PRC, limited liability
company

T8 BRAR

The PRC, limited liability
company

HE - BERAF
The PRC, limited liability

Company

T8 ARAR

Principal activities
and place of operation

IERHR
Fd-uk

Provision of business
information in the PRC

R ERRHRBES

Provision of loan service in
the PRC
RESTRE—+

Provision of B2B
e-commerce services for
spot cotton trading

HRERIE
IRftBBE AR

Provision of business
information in the PRC

REBXEN-TE

1 FRETRHEEEIEAMRR AR is accounted for as a subsidiary of the Group
as the Group is able to control the board of the Company through entering
into an acting in concert agreement with other minority shareholders.

23 MBAT @)

257

WTFAR - ZE-_ZTF+-_A=+—HZEEMH

BAREE : (8)

Proportion of

ordinary

shares held by

Particulars of Effective non-controlling

registered share capital interest held  interests (%)

FiERER

B i FREER

RARE BRRED £ fl(%)

RMB5,000,000 80.38% 19.62%
ARH5,000,0007T

RMB1,000,000,000 70% 30%

AKH1,000,000,0007T

RMB63,505,000 51% 49%
AR 63,505,000

RMB36,821,000 89.34% 10.66%

AE#36,821,000T

! A B S E E A DB R AT — BT
HEMBEEHADRERE ZRGIE - WER
BRHEEEREERQARARIMEAREEN—

FMEAR -
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For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

23 BT
(a) EARFEEBRER

23 SUBSIDIARIES (continued)

(a) Material non-controlling interests

Summarised financial information on subsidiaries with
material non-controlling interests

Set out below are the summarised financial information
Guangdong Huicong Household Appliances City Investment Co.,
Ltd EREBREWRIEEHFRR A A and Chongging Digital China
Huicong Micro-credit Company Limited & Bt #8550/ E &
AR A A that has non-controlling interests that are material to
the Group.

Summarised consolidated statement of financial position

BREAHZRE B L A2 BEHH
E3
TXHIIERZBREWRRERR AR
EEMMNSBZRBEFBRAFZY
BEMRE  ZWEQRREHAEET
SEBENZ IR -

BHUBRRRBE

Guangdong Huicong Household  Chongging Digital China Huicong
Appliances City Investment Co., Ltd Micro-credit Company Limited
ERZRZEHREERL T
As at 31 December

EEMMNEEER MEERARAT
As at 31 December

Rt=BA=+-H Rt=B=+-8H
2020 2019 2020 2019
- i —TF ~BoRF
RMB'000 RMB’000 RMB'000
(Note)
ARET T ARETR
(FHEE)
Current Vi)
Assets BE NARER 180,440 758,847 1,367,868
Liabilities BE NATEA (522,727) (86,759) (159,478)
Net current (liabilities)assets RE(AE)/ BEFE NATE (342,287 672,088 1,208,390
Non-current ERE
Assets BE NAREA 745,198 599,270 30,558
Liabilities =L NATEH (155,958) = -
Net non-current assets FRBEE NATEA 589,240 599,270 30,558
Net assets EEFE NARE A 246,953 1,271,358 1,238,948
Accumulated non-controlling interest 2t 3EikiER NARIE A 168,274 381,407 491,904

As at 31 December 2020, the non-controlling interests balances
of Chongqging Digital China Huicong Micro-credit Company
Limited amounted to approximately RMB381,407,000 (2019:
RMB491,904,000).

Note:

Guangdong Huicong Household Appliances City Investment Co., Ltd was
disposed of together with Huicong Tianjin Group on 23 November 2020.
The non-controlling interest was derecognised upon the disposal date.
Please refer to Note 26(b) for details.

HC GROUP INC. ANNUAL REPORT 2020
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23 SUBSIDIARIES (continued) 23 fIBAR @
(a) Material non-controlling interests (Continued) () EXRFERERE)
Summarised financial information on subsidiaries with BEEAHZR BRI L a2 BHERRE
material non-controlling interests (Continued) Z(#E)
Summarised statement of comprehensive income FEWERPE

Guangdong Huicong Household  Chongging Digital China Huicong
Appliances City Investment Co., Ltd Micro-credit Company Limited
ERERZEHREERAT ERONBBERIEERERAA

2020 2019 2020 2019
. “ENF —BoRF “ENF

RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBTR ARBTR ARRTT

Revenue/interest income SHEWA/FIBYA NARIER 11,508 108,070 113,545
(Loss)/profit before tax BEEl(ER) /5T NAZRE (99,752) (490,157) 29,113
Income tax (expenses)/credit st (%) /HER NAZRE (36,160) 121,834 (17,996)
(Loss)/profit after tax B (B18) /RF NATiE A (135,912) (368,323) 1,117
Other comprehensive income Hip2ERA NATE A - - -
Total comprehensive (loss)fincome 2 (E518) /WA 1248 NAREA (135,912) (368,323) 1,117
Total comprehensive (loss)income DB EIEERIER 2

allocated to non-controlling 2H(BE)/WABE

interests NATE A (92,610) (110,497) 3,335

Dividends paid to non-controlling BIFFERERR S
interests NATRE A - = _
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23 SUBSIDIARIES (continued)

23 BT

(a) Material non-controlling interests (Continued)
Summarised financial information on subsidiaries with
material non-controlling interests (Continued)

Summarised cash flow statement

(a) EXRGFEZRERE)
BREAHIER BB L A 2 BERH
2
HERBRHE

Guangdong Huicong Household  Chongging Digital China Huicong
Appliances City Investment Co., Ltd Micro-credit Company Limited
EREBXEHREERAT EBFNNRBERIEERERAT

2020 2019 2020 2019
—BoEF i —BoRF —ENF
RMB'000 RMB'000 RMB'000 RMB000
AR¥TR ARETT AR%TR ARETTT
Net cash (used in)/generated from LR (A EXRE
operating activities F5 NATER (12,258) 81,185 123,988
Net cash used in investing activities ~— REFEFTAER &5 NATEH - = -
Net cash used in financing activities & EBIFT IR & %48 NATEF (6,295) (81,120) (125,000
Net (decrease)/increase in cash BeRHALSED
and cash equivalents CRD)/EmFE NATEA (18,553) 65 (1,012)

24 INVESTMENTS ACCOUNTED FOR USING THE 24 IA#ERZEYIRZEBE

EQUITY METHOD

As at 31 December
R+t=A=+—H
2020 2019

—EoEE

—=—=

RMB’'000 RMB'000

AR® T ARETTT

Associates iG] 896,087 969,248
Joint venture B 303 -
896,390 969,248

HC GROUP INC. ANNUAL REPORT 2020



261

Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HZE-_Z-_TF+_A=+—HILtFE

24 INVESTMENTS ACCOUNTED FOR USING THE 24 HARZZEIIRZERE @)
EQUITY METHOD (cContinued)

2020 2019
—EoEE

==

RMB’000 RMB'000
ARBT R ARETT

Movements in the investment in associates REEE AR ZIREZ BT

are as follows:
At 1 January R—HA—H 969,248 677,808
Additions NE 6,250 60
Additions upon partial disposal of JDSJ Group HOHERSHEREFBRE

(Note 26(a)) (Ft7E26(a)) 30,000 -
Additions upon deemed disposal of RIEHEPEEER RE

Zhongmo Group (Note 26(c)) (BifsE26(c)) - 296,371
Disposal HE (801) (750)
Dividends received from an associate Bl —MEEEARRE (17,452) (21,815)
Share of post-tax (losses)/profits of associates DMEEE A RIRTE

(F518), &7 (81,181) 13,593

Share of other comprehensive (loss)/income of ol —EEE AR HMRE

an associate (F518), &7 (9,977) 6,716
Impairment A - (2,735)
At 31 December “+=—A=+—8H 896,087 969,248

2020 2019
—g-®5 —T-NF

RMB’000 RMB'000
ARBT R AEBTTT

Movements in the investment in a joint venture R—REaErEZ
are as follows: HEFFHMT :

At 1 January w—H—H - -

Addition NE 1,840 5

Share of post-tax losses DGR EE (1,537) (5)

At 31 December W+=—A=+—H 303 -
Set out below are associates and joint ventures which, in opinion of NTHINEERAERN T _ZFR-_T—NF
directors, are material to the Group as at 31 December 2020 and 2019. T A=t BUAEEBERZBERT R
The associates and joint ventures as listed below have share capital BEME - TIBE AR REE R ZIRAH
consisting solely of ordinary shares, which are held directly by the Group; ERFELRK BAEHEERRE  MKLL
the country of establishment or registration is also their principal place AMERM AR EEZEEME,
of business.
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

24 INVESTMENTS ACCOUNTED FOR USING THE 24 AR ZEIRZRE @)
EQUITY METHOD (continued)

Place of business/
country of Nature of Measurement
Name of entity establishment % of effective interest  the relationship  method Carrying amount
BRER EEWY/RYBAR EREREAL BAME FEAR REE
As at 31 December As at 31 December
Rt=A=t-H RM+=A=1-H
2020 2019 2020
ZECBE  —TNF b b 323
RMB'000
ARETR  ARETE
EBESIRBERAR (I SEMER  PRC 12 12 Associate (note i) Equity method - 18,122
BRAT]) (Hui De Jia Mei Technology Ltd, BEAR (W) BaE
formerly known as, Hui De Holding
Co,, Ltd.*)
MIZEREBRAR PRC 296 296 Associate (note i) Equity method 34,465 35,740
(Zhejiang Huicong Investment Co., Ltd*) & BENT (W) BaE
NELTAEESAENEERT PRC 9.8 9.8 Associate (note i) Equity method 495,970 567,192
BRAT i BENR (W) BmE
(Inner Mongolia Hohhot Jingu Rural
Commercial Bank Company Ltd)
PR EZRERFERAR RMEFEE  PRC 354 36.1  Associate (noteiv)  Equity method 285,807 296,371
(RB) BEMRERAR) i Bend () Bas
(Hunan Zhongmoyun Construction
Science and Technology Co., Limited,
formerly known as Zhongmoyun (Tianjin)
Construction Science and Technology
Co., Limited)
ERZXEEREFHBERAA PRC 20 - Associate Equity method 30,189 -
(FELREE) H (note v) Enn
(IDSJ Group) BEAT
(Fitstv)
Other immaterial associates and joint ventures 49,959 51,823
AtFEABERTRAELE
896,390 969,248

* English names are translated for identification purpose only
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

24 INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (cContinued)

Note:

i Hui De Jia Mei Technology Ltd* (formerly known as Hui De Holding
Co., Ltd*) ("Z1=3 ") provides investment management and project
investments in the PRC. The Group holds 60% interests of its subsidiary, <
RIS BRITAPR A ], which in turn holds 20% of interests in Z{&52
*.

ii Zhejiang Huicong Investment Co., Limited* (“#1/TZH2") engages in
investment in real estate construction and management in the PRC. The
Group directly holds 20% equity shares of #TTZ2 and indirectly holds
9.6% equity interests through 21&33€. Hence, the Group effectively holds
29.6% equity interest in 3T 254,

iii The Group directly holds 9.8% of equity interest of Inner Mongolia Hohhot
Jingu Rural Commercial Bank Company Ltd (“Jingu”), which provides
products and services on bank deposits, loans and advances in PRC and
other business approved by the China Banking Regulatory Commission
("CBRC"). On 27 June 2018, the Group obtained approval from the CBRC
for the director appointment, which allows the Group to exercise significant
influence to Jingu. During the year ended 31 December 2020, the Group
received dividend from Jingu amounting to RMB17,452,000 (2019:
RMB21,815,000).

iv As at 31 December 2020, the Group director holds 35.4% equity interests
in Hunan Zhongmoyun Construction Science and Technology Co., Limited*
("#E A8 "), which is engaged in construction and formwork industry in
the PRC. The Group directly holds 35.4% equity shares of j{fiEgF E =@
BHE B R A F]. Please refer to note 26(c) for details.

v JDSJ Group is engaged in the e-commerce for home appliances in the PRC
through its websites and mobile applications. As at 31 December 2020, the
Group holds 20% equity interest of JDSJ Group. Please refer to note 26(a)
for details.

* English names are translated for identification purpose only.
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24 RAEREVRZ2BRE @)

PAE -

SREXMEERAF (M - 2EERERA
A (B8Rax RTERHIREEERARR
AR - ARERAEWNBRARKREEEERE
BEMAERATZ60% & - MAEBLEE
ERMBRARFAZIEREZ20%EEMH -

AT EIICEBRAR(NIZER]) NP
ERWERFERERTEER - ASEEER
BHNIEIRZ20% KA - WiBBEERx
BB AHI 6% AR - ALt - AEEER
ERBEMIEEZ29.6% KA o

REEHEEFBEASETIERE A ENEE
RIT/DBRAR (2B ]) 29.8% AR -
HRFERESERITER BERARBRER
RRGARFEFITEEEERZES([FE
REE DIEZHMER - RZT—N\FA
Zt++tR AEEEHREZEAESTESTER
itk HEAEEAHEATTEEATE
HeBE-ZT-_TE+_A=+—HIFE "
REBED e AREARKE17,452,0007T © (=
T—NF : ARM21,815,0007T) ©

R-ZB-ZTF+-A=+—0 A£EEEH
BNEPREZEREERAF(DHREHRE]D
Z35.4%RAMER - HERPEEEREERER
T¥ - AEBFEEFENEPEERERKE
RARZ35.4%Emlk - BEAFERSHMTE
26(c) °

REHREEZBEPURBEHEARFNP
BUREREEl R_E_TF+_A=+—
B AEEZEEREHREE0% M AER -
BB EE2HME26()

RXEBEREERARE -
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24 INVESTMENTS ACCOUNTED FOR USING THE 24 HARRZEIIRZIBRE @)
EQUITY METHOD (continued)

(a) Investment in associates (a) REtERARIZIRE
Summarised consolidated financial information for associates BENAZEHNBERNHE
Set out below are the summarised financial information for the TXHINEERAHAREBEBEK BIRE
associates which, in the opinion of director, are material to the wASI IR 2B N 26 OF IS A R
Group and are accounted for using the equity method. 2.

Inner Mongolia Hohhot Hunan Zhongmoyun

Hui De Jia Mei Zhejiang Huicong Jingu Rural Commercial ~ Construction Science and
Technology Ltd Investment Bank Company Ltd. Technology Co., Limited IDSJ Group
REERHERSARN HahEZEE
SERENRERAR MIEERE BERTROERAR NERAR Bt REE
As at 31 December As at 31 December As at 31 December As at 31 December As at 31 December
WtZR=t-A WtZR=t-8 RtZB=t-8 AtZR=t-H At=R=t-H
2020 2020 2019 2020 2020 2019 2020
it .3 it 2 £ CZ528F “E0F CE0%f £ CECEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEETR  ARETT  ARETR T ARETR T ARETm A ARETT
Current it
Total current assets TEEELR 1041568 1334183 622035 706713 NoteiMtEi NoteiffH 3381 193137 12261 NATEE
Total current labltes I (%64076)  (1355,148)  (440579) (530553 NoteiffsH MNoteilfEH  (41708) (42113 (105163) NATER
Non-current EJik |
Total non-current assets ErHAELE 3,04 124,655 455 4429 NoteifffHi  Noteilfiti 417,566 330,146 3550 NAZTER
Total non-current liabliies FiBaEaE (239,542) - (7,695) - Noteififshi  Noteifffi  (190,869) - - NATER
Net assets AERR (159026) 103690 174216 180389 4617021 523372 158810 102,151 065  NARER
Opening net assets EEEERE 103,690 187,185 180,589 197,73 5233722 5099248 102,151 - 19434 NATER
Capital njection fid - - - - 1,79 239 29620 - - NATER
(LossJfrofit for the year FnEE) /T (262716) (83,495 (6373)  (17147)  (516486) 284413 27,039 - 1218 NATER
Other reserve movement EhEES - - - - (102,005 (150,188) - - - NATER
Closing net assets EREETE (159,026) 103,690 174216 180589 4,617,021 5233722 158,810 102,151 20,652 NATER
Direct equity interest held FRERRIER 12% 12% 0% 20% 98% 98% 354% 36.1% 0% NATEA
Share of net aset value held by REEDREESE
Group (19,038) 12483 34,883 3,118 452,468 512,905 56,219 36,85 4130 NAZTER
Others (note () Efp(Hi) - 5,679 (378) (78 4350 54287 29588 259505 %059 NATER
Carying amount FEfE - 18122 34,465 35,740 495,970 567,192 285,807 29,371 30,189 NAZER
Note i:  As at the end of 2020, the total assets and total liabilities are fizFi: R-E-_ZTFKk LEEREBEAE
of RMB64,814,421,000 (2019: RMB64,185,581,000) and 75l A AR 64,814,421,0007C (=
RMB60,197,400,000(2019: RMB58,951,859,000), respectively. T—NF : AR¥64,185,581,000
7t) & AR #60,197,400,00070 (=&
— N4 AR¥58,951,859,0007T) °
Note ii: ~ Others mainly represent notional goodwill and notional intangible fieEii . HtMEFERRKEBERRELEZSR
assets arising from acquisition of associates. For Zhejiang Huicong, EEERBBEENEE - T IZRE
the balance represents uninjected share capital. ME @ ZEESRIERTERAE -
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24 INVESTMENTS ACCOUNTED FOR USING THE 24 HARZZEIIRZERE @)
EQUITY METHOD (cContinued)

(a) Investment in associates (Continued) (a) REBEEQATZ2REE)
Summarised consolidated financial information for associates BELAGZEHUBEHHEE)
(Continued)

Inner Mongolia Hohhot Jingu  Hunan Zhongmoyun

Hui De Jia Mei Zhejiang Huicong Rural Commercial Construction Science and
Technology Ltd Investment Bank Company Ltd. Technology Co., Limited IDS) Group
AEERAEREARN HanEERE
SERZNRERLT WISHRE BERTROERAR NEERAT Bt R5H
As at 31 December As at 31 December As at 31 December As at 31 December As at 31 December
e Wt=B=t-A Rt=B=t+-A At=B=t+-R At=B=t+-R
2020 2020 2019 2020 2020 2019 2020 2019
It AF CBC®E ENF CBCRE CTNF CRoRE RN CRCEE R NE
RMB'000 RMB'000 i RMB'000 RMB'000 RMB'000  RMB'000 RMB'000
AR¥TR ARETr ARETn ARETn ARETR ARETT ARMTR T ARMTR T
Retente eI BI6 e B 1655 - - 903 - e -
Inteest income HERA - - - - QM18448 209573 - - - -
(ospoft et BREER)/EH QRU6 B8 63 (04 Gl6Ae) B3 2009 - -
Other comprehensive (loss)income ~ E#2E(EE) /A - - - - (102,005) 68,597 - - - -
Total comprehensive (ossyincome ~~ 2E(EE)/WAEE  (62176) (83495 (6373) (17141 (618491) 33300 27,039 - 1,218 -
The information above reflects the amounts presented in the FIVE R R R OB A B & OF B TS SRR P
consolidated financial statements of the associates (and not HC 2z eB(WIHFBREEBRQFME
Group Inc.’s share of those amounts) adjusted for differences in ZEeRH)  AASEEEENR 2R
accounting policies between the Group and the associates. BEREREMELTE -
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24 INVESTMENTS ACCOUNTED FOR USING THE 24 HARRZEIIRZIBRE @)
EQUITY METHOD (continued)

(b) Individually immaterial associates and joint venture (b) ERIFERKEQATRGELE
In addition to the interests in associates disclosed above, the Group B il 5E 2 B A Al RSN - NN
also has interests in a number of individually immaterial associates B T ERARERED R 2 (85 3F 8 Kk &
and joint venture that are accounted for using the equity method. REIREEEREEER

2020 2019
—E-%F —TNEF

RMB’000 RMB'000
ARBT R ARBTT

Aggregate carrying amount of individually {ERIZEE KL N A &
immaterial associates and joint venture BENEMERME 49,959 51,823

Aggregate amounts of the Group's share of:  AREE (LA T & IBHEE
Post-tax loss e S (2,437) (810)

25 TRANSACTIONS WITH NON-CONTROLLING 25 SHFEZERERET IS

INTERESTS

Disposal of certain interest in Zhongmo Group HEFEERE TER

In April 2019, Beijing Huicong Zaichuang Technology Co., Limited RZZB-—NFEA » ARFMER R RER
(“Beijing Zaichuang”), a subsidiary of the Company, has entered into a BAIRRAERAR(MIERBA]) B ESR
share purchase agreement with X ZISMEEIRZREBLE ("REB BEEZAGHRLE(RESWRD T~
AR ). Pursuant to the agreement, Beijing Zaichuang agreed to transfer i - BEHZE  ERBEAIRAERMXES
5% of the issued share of Zhongmo to X;ZIFHR for a consideration MREERES%EBHITRD - REAARE
of RMB4,330,000. 4,330,0007T °

In May 2019, Zhongmoyun Construction and Science Technology Co., REZZE-NFRA  hESZEMKRBRAF
Ltd. (“Zhongmo"”) has further entered into a share purchase agreement ([ EEMEAFRREPESEREAR
with the non-controlling interests of its subsidiaries, ¥ P R4% &R NAIRHEARLERETIEEMBERAR([%E
RAMRAT and MEARLTEETERMBR AR (the “Subsidiaries”). B R A ) 2 FEiR i i o — AP ET B AR 1B
Pursuant to the agreement, Zhongmo acquired the remaining equity & o RIEWE  PRKBZENERFZHT
interests in the Subsidiaries settled by the allotment and issuance of ARHE - AR % KRB 1720% P RIRG R EE
20% Zhongmo's shares as consideration. (N

The Group recognised a decrease in non-controlling interests of AEBERIEE R AR AR 3,020,000
RMB3,020,000 and increase in other reserve of RMB7,350,000. After R H LI A R 7,350,0007T © R L3R
the above transactions, the Group held 36.8% of the issued shares of 5% ANEBEBEPE8%DETHRGD - H
Zhongmo, it is continued to be accounted for as a subsidiary of the BRES - FRRAT LRI REHEHE
Group by controlling the board of directors through entering into an Ee Bl EENRIEARSE B —fE M
acting in concert agreement with another shareholder. Bra] e
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26 PARTIAL DISPOSAL/DEEMED DISPOSAL/ 26 HoHE RIELE HEHE
DISPOSAL OF SUBSIDIARIES AT

(a) Partial disposal of subsidiaries — JDSJ Group (a) BLrHEMBAT —REHAEER

On 27 August 2020, the Group entered into the equity transfer
agreement with FR4EKEEZ AR AR (“Guangdong Linggiu
Commercial Trading Co., Ltd"), FIRBERERIRABLE (AR
&%) (“Xinyu Congying Internet Technology Partnership (Limited
Partnership)”) and JDSJ Group. The Group agreed to transfer
30% of the equity interest in JDSJ Group to Guangdong Linggiu
Commercial Trading Co., Ltd at a consideration of RMB45,000,000
and 25% of the equity interest in JDSJ Group to Xinyu Congying
Internet Technology Partnership (Limited Partnership) at a
consideration of RMB22,500,000. Upon completion of transaction,
the Group owns 20% of the equity interest in JDSJ Group. JDSJ
Group ceased to be the subsidiaries of the Group, but has been
accounted as an investment in associates in the consolidated
financial statement using equity method. Disposal gains amounting
to RMB65,323,000 was recognised as “other gains, net” in the
consolidated statement of comprehensive income.

The major classes of assets and liabilities of JDSJ Group as at the
date of disposal were as follows:

R-ZE-ZFENA-++H AEFEE
REREEERAT - FRBPARGER
EREX(BREY) RREHAEEET L
iEEERE - AEERBUREBARE
45,000,000 TR EREREE AR A AE
BENRETRZ30%BEEUREBAR
22,500,000 T T RIBBEREERHEE %
TE(BRER)EENRBEH R 225%
Wi - RXSTME  AEEEARE
F20% M - REMREETHAEL
EEWNBAR  MAENEZEINAEES
PSR ERNIRTIVER I & A RIBIRE -
& W zs A R#65,323,0007T A A BHRA
Wk tER A bl F5E ] -

FEEARAEENHERANETEEERA
AR -

RMB’000
ARET T

Property, plant and equipment M - BE REE 1,794
Goodwill and intangible assets ARRENEE 18,706
Deferred tax assets RIERIBE E 1,587
Inventories e 33,381
Prepayment and other receivables TARTRRIE R E At FE U R IE 53,163
Trade receivables JE AR X 3,955
Cash and cash equivalents ReERREEEY 8,790
Trade and other payables JEASTBR SR e EL M FE AT R0IB (19,194)
Income tax payables FERRFTISHL (322)
Deferred tax liabilities RIERIEE R (685)
Bank borrowings HRITIEE (10,000)
Contract liabilities ERAE (53,729)
Net assets disposed of HEEEFE 37,446
Less: net assets attributable to B R RIS B ERE

non-controlling interests (5,269)

Net assets attributable to the Group

AEEEIEEEFE
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

26 PARTIAL DISPOSAL/DEEMED DISPOSAL/ 26 HPoHE RIELE HEHE

DISPOSAL OF SUBSIDIARIES (continued) YNCIIE))
(a) Partial disposal of subsidiaries - JDSJ Group (a) BLHEMBLAR-—KEBHAEE
(Continued) (&)
RMB’000
AR¥ETTT
Cash consideration WERE 67,500
Less net assets attributable to the Group disposed of  J& : ANEBEL HELEFE (32,177)
35,323
Fair value of the 20% equity interests retained in NREMAMRE20%BE 2 A FE
JDSJ Group as investment in associate (note 24) (BIER B E N B 2188 ) (FiFE24) 30,000
Gain on partial disposal of JDSJ Group (note 7) BoHERBHRER 2 W (FIE7) 65,323
Net cash inflow arising on disposal: HEEEMNBRSRAEE -
Cash consideration RERE 67,500
Cash and cash equivalents disposed of HERSMRSEEY (8,790)
58,710
The fair value of the 20% retained equity interest in JDSJ Group REBERTKBBRAFERRE M REE
held by the Group as at completion date is determined by valuation Z20%REBEL AT EBRBELEEMR
performed by an independent professional valuer. The valuation BERETZ HEMETE © HEFRERH
involved significant judgements and estimates, including forecast BT R hET - R IERTERIBRRE AT A 2 TR
revenue growth rate, terminal growth rate and discount rate used BN RE  HEIERENBIRE -

in the projection period.

The notional goodwill arising from the recognition of investments WRANKEHARE L WEMEE 2 BE
in JDSJ Group is calculated based on the difference between the FEERNKEM REE 2 20% R E K I#E
fair value of the 20% retained equity interest in JDSJ Group and ZRAFHEENMMEREHAEERLOEE
the share of the fair value of the net assets of JDSJ Group as at the ZBZEEFEATECERENE -

date of partial disposal.
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

26 PARTIAL DISPOSAL/DEEMED DISPOSAL/ 26 HoHE RIELE HEHE
DISPOSAL OF SUBSIDIARIES (continued) YNCIIE )
(a) Partial disposal of subsidiaries — JDSJ Group (a) FOHEMBAT —REHAER

(b)

(Continued)
The notional goodwill arising on the disposal of JDSJ Group is as
follows:

(&)
HERBHAEBEMEEZZEHEN
T

RMB'000
ARBFE

Fair value of the equity interests retained in

RREMAEBIRE 2 BERTE

JDSJ Group 30,000
Share of the fair value of net assets PMEEEFELTE (3,887)
Share of the intangible assets: DMEEPEE -

— Patent — =7 (4,000)
Notional goodwill LEEE 22,113

Since Xinyu Congying Internet Technology Partnership is held and
controlled by the chief executive officer and director of JDSJ Group,
the difference between consideration received and the fair value
of the 25% equity instrument transferred was recognised as a
share based payment expense of RMB21,620,000 to the employee
services received by the Group.

JDSJ Group contributed revenue and profit after tax of
RMB359,452,000 and RMB8&,842,000 to the Group during the
year upon completion of disposal, respectively.

Disposal of subsidiaries — Huicong Tianjin Group

On 23 November 2020, the Group entered into agreement with
BERYREYEEEAR AR (“Guangdong Fengming Property
Management Co., Ltd.”) and agreed to transfer 60% of the
equity interest in Huicong Tianjin Group. Huicong Tianjin Group
ceased to be subsidiaries of the Group. A disposal loss amounting
to RMB43,041,000 was recognised and included in discontinued
operations in the consolidated statement of comprehensive
income.

(b)

MR RIBERERABEERRE
REEERNTERESRA RS - &
BUAERDSREES THAES% Z AT
BEHZEZEH CHEIASUAREEEMH
BERBAIEARND LN ZRXARE
21,620,0007T °

REREEFHEEZFE  REHR
SESFAAEEERMBEERAAR
& 359,452,000 7T K Bx i 1% i A A R M
8,842,0007T °

HENBAR -BHXEEH
R-B-_THE+—A-+=0 KEEER
EREANEBTEERI AL - A
EHEHBFERAEEEZ60%KE - B
REEETBERAAEEMBAR  HEE
BAR®43,041,0007T A PHZ A WG R
HRRARIEE R ILEE R -

EREMBERAT 2020 Fi



270

Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

26 PARTIAL DISPOSAL/DEEMED DISPOSAL/ 26 HPoHE RIELE HEHE

DISPOSAL OF SUBSIDIARIES (continued) YNCIIE))
(b) Disposal of subsidiaries — Huicong Tianjin Group (b) HEKBLAR-EHXEEE (B
(Continued)
The major classes of assets and liabilities of Huicong Tianjin Group as BRXEEENHEAR TEZEERE
at the date of disposal were as follows: EERINT -
RMB’000
AR®TTT
Investment properties "EYZ 492,851
Property, plant and equipment ME -« BENEE 15,289
Right-of-use assets FREEE 144,596
Deferred tax assets BIETRIREE 7,703
Completed properties held for sale BIEEERIYE 43,206
Prepayment and other receivables FEA R IE R H Ath FE W IE 11,854
Trade receivables FEUAR R 61,302
Cash and cash equivalents RekRE&EED 146
Trade and other payables FERTRR R R oAt JE A~ /18 (55,886)
Bank borrowings RITEE (135,000)
Other borrowings HibiEE (80,000)
Lease liabilities HEAaE (29,447)
Contract liabilities ERAE (73,126)
Deferred government grant BT BN (156,779)
Other tax payable E A fESTIIE (85,940)
Net assets disposed of HEEEFE 160,769
Less: net assets attributable to W IR E R RS B EFE
non-controlling interests (101,728)
Net assets attributable to the Group AEEELEEFE 59,041
Net losses on disposal: & B EIFER -
Cash consideration BEeRE 16,000
Less net assets attributable to the Group disposed of A : A& @ e/ & B FE (59,041)
(43,041)
Net cash inflow arising on disposal: HEEEMBSRAFE
Cash consideration HEeRE 16,000
Cash and cash equivalents disposed of HERe RBSEEY (146)
15,854

Huicong Tianjin Group contributed revenue and loss after tax of REXREESEEZFE  BEXEEH
RMB10,812,000 and RMB17,188,000 to the Group's consolidated DRIAREEEHIBHRRERES KA
financial statements during the year of completion of disposal, AER#10,812,0007T KRB EEARE

respectively. 17,188,0007T °
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26 PARTIAL DISPOSAL/DEEMED DISPOSAL/ 26
DISPOSAL OF SUBSIDIARIES (continued)

MWAHE RIEHEHEHES

YNCIIE )

RELHEHENB LR —PERE

(c) Deemed disposal of subsidiaries - Zhongmo Group (c)

On 26 December 2019, the Group's subsidiary Zhongmoyun
Construction and Science Technology Co., Ltd. (“Zhongmo")
completed its share placement to an independent third party in
which the investors subscribed 1.96% of newly issued shares in
Zhongmo with an aggregate consideration of RMB20 million.
Upon completion of the above transaction, the Group’s interest
in Zhongmo was diluted from 36.80% to 36.08%. Following the
completion of the transaction, the memorandum of articles of
Zhongmo had been revised, and the acting in concert agreement
that the Group had entered with another shareholder as disclosed
in Note 25 have also been terminated. Accordingly, the Group only
has right to appoint two directors out of five positions in the Board
of directors of Zhongmo, and will no longer be able to control
Zhongmo Group but continue to exercise significant influence
over Zhongmo Group. As a result, Zhongmo Group ceased to be
subsidiaries of the Group with effect from 26 December 2019 and
Zhongmo Group has then been accounted for as investment in
associates in the consolidated financial statements using the equity
method of accounting. Such transaction was recognised as deemed
disposal of subsidiaries. A fair value gain on deemed disposal of
Zhongmo Group amounting to RMB246,797,000 was recognised as
“other gains, net” in the consolidated statement of comprehensive
income.

RZT—NF+ZAZ+B  XEEH
BARREEZERFBRAR(THED
TRKE— BB E =R - BEENE
REARB2TETRETE1.96%H %
TG o LR B5ERE - REBNRFIE
27 H36.80%#E£36.08% © %X 5
SRR - PR 2 MR E R RMERIERT
RN BEAEEE S —ZRE
RN 2 —BATEN RN E AR UE o BRIt - AR
SEEFERTEEFE 2 AEBMTE
EMEES - B TEEHPIEEE -
EYRIEEBEAEATESN - F - F
EEBAE T - NF+AZ+ABT
BlEAAEENBAR  EPEEEE
ZEUERGTHERE S BRI R AR
FIERER R R RIZINE - BEARSHERE
BIEHEHBAR - BIEHSEFEEE Y
NP EUWEE AR 246,797,000 A B
AW ERANER A a5 -
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26 PARTIAL DISPOSAL/DEEMED DISPOSAL/ 26 HPoHE RIELE HEHE

DISPOSAL OF SUBSIDIARIES (continued) YNCIIE))

(c) Deemed disposal of subsidiaries — Zhongmo Group () BIEHEHEMBAT-—FHEEE
(Continued) (&)
The major classes of assets and liabilities of Zhongmo Group as at PMEERERE  dREBZFEEER

the date of deemed disposal were as follows:

BEERIMT

RMB’000
ARBTT

Property, plant and equipment W - BB R 317,470
Right-of-use assets FREAE 6.804
Goodwill and intangible assets HMENELEE 45,096
Trade receivables FEUIBR R 89,375
Inventories =& 7,092
Contract related assets SRIEBEE 62,290
Prepayment and other receivables TaEFRIE N o Ath & W R I 46,217
Cash and cash equivalents RekReFED 6.190
Trade and other payables FERTRR R R oAt FE A~ 5118 (99,807)
Income tax payables FEBFRSH (20,398)
Deferred tax liabilities RIETIRAE (6,073)
Bank borrowings IRITIEE (10,900)
Other Borrowings HifEE (61,126)
Contract liabilities ERAE (22,591)
Lease liabilities HEAaRE (7,119)
Amount due to the Group JENASEFIE (217,220)
Net assets disposed of HEEEFE 135,300

Less: net assets attributable to non-controlling

B SRR REREERE

interests (85,726)

Net assets attributable to the Group AEEELHEEFE 49,574
Net gain on deemed disposal: RAYEH Bl F 48
Fair value of the 36.08% equity interests retained in ~ FAFRE{REE 7 36.08 % [ #E A FE

Zhongmo as investment in associate (note 24) (FERESE AR 2% E ) (BI5E24) 296,371
Less net assets attributable to the Group disposed of ~ J& : HEAREBEEHEEFE (49,574)
Fair value gains on deemed disposal of RIEHERIEEE

Zhongmo Group (note 7) NP EWRE (7)) 246,797
Net cash outflow arising on disposal: RIEHBEEZR &M T -
Cash and cash equivalents disposed of HERE RBESEEY 6,190
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26 PARTIAL DISPOSAL/DEEMED DISPOSAL/ 26 HoHE RIELE HEHE
DISPOSAL OF SUBSIDIARIES (continued) YNCIIE )

(0 REHEHENBAR -PEEH

(c) Deemed disposal of subsidiaries - Zhongmo Group

(Continued)

The fair value of the 36.08% retained equity interests in Zhongmo
Group held by the Group as at completion date is determined by
valuation performed by an independent professional valuer. The
valuation involved significant judgements and estimates, including
forecast revenue growth rate, gross profit margin, terminal growth
rate and discount rate used in the projection period.

The notional goodwill arising from the recognition of investments
in Zhongmo Group is calculated based on the difference between
the fair value of the 36.08% retained equity interest in Zhongmo
Group and the share of the fair value of the net assets of Zhongmo
Group as at the date of deemed disposal.

The notional goodwill arising on the deem deemed disposal of
Zhongmo Group is as follows:

(&)
AEBRTRARAFERTEEEZ
36.08% (R E It 2 A FEMBILHFEM
BEEETT 2 [HEMETE © HEFREXRH
B R fhat - BRERIEREIREIAT A Z TR
BEWRARRE  EFF - REIERERE
HEK o

RNFEEE REMEE 2 REHE
ER PR EE 2 36.08% REBME L AT
BEEMAFREENRIEHEZAZEE
FEATEZEZEAE -

RIEHERESEMEECEZEBHED
T

RMB'000
ARETTT

Fair value of the equity interests retained in

R EEERE 2 X TE

Zhongmo Group 296,371
Share of the fair value of net assets (excluding DEBEEFEATE(TEE

intangible assets) WBIPEE) (34,737)
Share of the intangible assets: PIEBARE

— Patent — 57 (82,876)

— Contract —BH# (9,633)

— Patent — (1,696)
Notional goodwill LEEE 167,429

During the year end 31 December 2019, Zhongmo Group
contributed revenue and profit after tax amounting to
RMB400,033,000 and RMB39,991,000 to the Group, respectively.

HE-_Z-NE+-_A=+—RIEE "
PEEESFATEBEBBEESRAA
R %400,033,0007T & Fi &R A AR
39,991,0007T °
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27 FINANCIAL ASSETS AT FAIR VALUE THROUGH
rl\I}gOI:KﬂrIEOR LOSS AND OTHER COMPREHENSIVE

Financial assets at fair value
through profit or loss
EATEHA
BEvEMEE
As at 31 December

R+=B=+-H
2020

- 7 - 7 $
RMB’000
AR¥ETR

BBYBEETRERDAL

Contingent considerations in relation to

Financial assets at
fair value through
other comprehensive income
BAVEFAHM
2ERAZEREE
As at 31 December
R+=A=1+-H
2020
— ? —% E
RMB'000
ARET T

2019
—ENE
RMB'000
ARETL

2019
“T-NEF
RMB'000
ARET T

acquisition of Huijia Yuantian Limited FANRE - 22,671 = -
Trading securities - listed securities RHEE—- FMEF - - 80,716 65,387
Equity investment - unlisted securities A E —JE ETES 20,234 20,592 - -
Financial assets TREBE 20,234 43,263 80,716 65,387
Less: non-current portion W BRI (20,234) (20,592) (80,716) (65,387)
Current portion nEEHS = 22,671 - -
Contingent consideration represents the contingent shares issued for the HARBENBAFERWEES TRXERA
acquisition of Huijia Yuantian Limited in prior year. Since the sellers and MBI ARG - AEREEZBH RIEQR
guarantors of Huijia could not completed the performance target set out ANBE LR EEHEMEAZEREIZE  AEH

in the sale and purchase agreement, the Group is entitled to repurchase
the shares placed in the custodian accounts at HK$1 and cancel the
shares accordingly. The fair value of the contingent consideration was
measured up to the announcement date of Huijia performance target
and subsequently derecognised on the date of share repurchase by the
Company when the right of share exchange expires.

During the year ended 31 December 2020, the contingent consideration
is derecognised. According to the audited consolidated financial
statement of Huijia for the year ended 31 December 2019 dated 27
March 2019, the audited consolidated distributable profit attributable
to equity holders of Huijia for the year ended 31 December 2019 is less
than RMB23,660,000, being the minimum level of Huijia Performance
Target for the year ended 31 December 2019. According to the
subscription agreement dated 5 January 2018 entered into between
the Huijia Sellers and the Company, no Shares at be released to Huijia
Sellers, and the Company will buy back and cancel 10,909,091 Shares at
HK$1. The decrease in the fair value of RMB8,317,000 up to 27 March
2020 (2019: increase of RMB21,931,000) was charged/credited to “other
gains, net” in the consolidated statement of comprehensive income. The
total number of 10,909,091 shares were subsequently cancelled on 31

July 2020, please refer to note 32(a) for details.

For the fair value of the financial assets at fair value, please refer to note
3.3.
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28 FINANCIAL INSTRUMENTS BY CATEGORY

28 REHE D 2EBMTA

Financial
Financial assets at
assets at fair value
Financial fair value through other
assets at through  comprehensive
amortised cost profit or loss income
R BATYE BRAYERFA
BAEZ TABE Hip2ERA
LRERE ZERER ZERERE st
RMB’000 RMB’000 RMB’000 RMB'000
ARBT T AR®T AR®ET ARBT
At 31 December 2020 R-B-ZF
+=A=t-H
Financial assets at fair value through ~ ZAFEFARMEE
other comprehensive income WAZ EREE - - 80,716 80,716
Financial assets at fair value through AT EFFABZZ
profit or loss SHEE - 20,234 - 20,234
Trade and other receivables FEURER TR I B fth e M 50
(excluding non-financial assets) (MEEHEREE) 497,895 = = 497,895
Finance lease receivables REHERNEE 377,635 - - 377,635
Loans and interest receivables M EZ R FIS 1,516,815 - - 1,516,815
Restricted bank deposit SRHBIIER 25,848 - - 25,848
Cash and cash equivalents RekReSED 254,301 - - 254,301
Total e 2,672,494 20,234 80,716 2,773,444

EREMBERAT 2020 Fi



276

Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

28 FINANCIAL INSTRUMENTS BY CATEGORY 28 #ZERE 72/ A

(Continued)
Financial
Financial assets at
assets at fair value
Financial fair value through other
assets at through comprehensive
amortised cost proflt or loss income
R I BRATFEFA
RI\/IB 000 RMB OOO RMB* 000
ARETT ARETTT ARETT
At 31 December 2019 RZZ-NF
+=ZA=1+—AH
Financial assets at fair value through IR AFEFAZMEE
other comprehensive income WAZ & B EE - - 65,387 65,387
Financial assets at fair value through BATFEFABRZ
profit or loss TREE - 43,263 - 43,263
Trade and other receivables FEUER R E A R GUB
(excluding non-financial assets) (TBHEIELREE) 561,363 - - 561,363
Finance lease receivables BAHEENZIE 329,747 - - 329,747
Loans and interest receivables M E T FIS 1,633,979 - - 1,633,979
Restricted bank deposit XBHIRITER 282,171 - - 282,171
Cash and cash equivalents BeRkBReSED 331,893 - - 331,893
Total Bt 3,139,153 43,263 65,387 3,247,803

As at 31 December

R+=—A=+—H

2020 2019
“ECEF —T-NEF
RMB’000 RMB’000
ARET T AREEFIT

Liabilities at amortised cost BREBERATTECZEE
Bank borrowings (note 36) R1TIEE (MI7E36) 895,308 1,591,089
Other borrowings (note 36) H i (HE36) 340,959 713,312
Trade payables FERTERR 478,940 128,209

Other payables H v RIA

(excluding non-financial liabilities) (TBfEEEmasE) 138,733 98,033
Convertible bonds — liabilities portion AR ES - BE D = 90,670
Lease liabilities HEBE 32,649 91,995
Total 1@zt 1,886,589 2,713,308
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

29 FINANCE LEASE RECEIVABLES 29

Certain equipment have been leased out through finance leases entered
into by the Group. Finance lease receivables, net of provision, comprised
of the following:

277

7l & 1H & e R E
ETRECDRBAREET I MEEER
T o BEHERWFIE (MR E) BIEA T
oo
As at 31 December
W+=B=+-—H
2020 2019

—E-FF —TNEF
RMB’000 RMB’000
ARBT T ARETTT

Minimum finance lease receivables: =R EAE RIS
Within 1 year —FR 326,700 168,625
Between 1 to 5 years —FERFR 88,900 205,340
Gross amount of finance lease receivables RhE THE U IR AR EE 415,600 373,965
Less: unearned finance income o REIREVE WA (30,578) (40,556)
Net amount of finance lease receivables BIETHE FE W FUE B8 385,022 333,409
Less: impairment allowance B RERE (7,387) (3,662)
Carrying amount of finance lease receivables BEREREFIRREE 377,635 329,747
Present value of minimum finance lease receivables: &{KgE& 0 & fE Uk IEIR(E ¢
Within 1 year —FR 297,641 153,481
Between 1 to 5 years —FE2RFN 79,994 176,266
377,635 329,747
Of which: Hr
Non-current JERNHR 79,994 176,266
Current BNEA 297,641 153,481
377,635 329,747

During the year ended 31 December 2020, provision for impairment
of RMB3,725,000 (2019: RMB3,215,000) was recognised in the
consolidated statement of comprehensive income.

BE-_Z-TF+_A=+—HILFE ®HE
BB ARE3,7250000(—F— & : AR
3,215,00070) A& PR & Was R NTERR ©
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30 INVENTORIES 30 #&

As at 31 December
Rt+t=HA=t+—8H
2020 2019

SEE
RMB’'000 RMB'000
ARSF T ARETTE

Merchandise held for trading BEESEm 150,117 143,953
Others EAmh 3,338 3,570
153,455 147,523
The cost of inventories recognised as expense and included in “cost RAMZ WA AIHER RN |2 FERKASRE
of revenue” amounted to approximately RMB13,683,153,000 (2019: #4 ANR#13,683,153,000C( —F—LF © A
RMB13,490,899,000). [R#13,490,899,0007T) °

31 CASH AND CASH EQUIVALENTS AND 31 BERBESEEYWURZRGHIE
RESTRICTED BANK DEPOSITS TR

As at 31 December
R+=—A=+—8H
2020 2019

= —FTNF
RMB*000 RMB'000
ARBT T AREBTT

Cash at bank and on hand RITFEESRFHERS 254,301 330,393
Fixed deposits TEHRTFR - 1,500
Cash and cash equivalents RE MRS EED 254,301 331,893
Restricted bank deposit ZRBIERITER 25,848 282,171
280,149 614,064
Denominated in: LA E®EHE -
— Hong Kong Dollars —BIT 5,516 299,220
— Renminbi — AR 272,475 310,692
- US Dollars —3E7T 2,151 4,152
— British Pounds — g 7 -
280,149 614,064
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31 CASH AND CASH EQUIVALENTS AND 31 RERREEBEYWURZRHEIER

RESTRICTED BANK DEPOSITS (continued)

The fixed deposits were highly liquid with original maturities of three
months or less. As at 31 December 2020, cash and cash equivalents
of approximately RMB266,794,000 (2019: RMB310,543,000) of the
Group were denominated in Renminbi and deposited with banks in the
PRC. The conversion of the Renminbi denominated balance into foreign
currencies is subject to the rules and regulations of foreign exchange
control promulgated by the PRC government.

Restricted bank deposit included bank balances pledged as security for
trade of RMB25,848,000 and they are denominated in Renminbi as at
31 December 2020. Restricted bank deposit as at 31 December 2019
mainly included bank balances pledged as security for borrowings of
RMB 282,171,000 and they are denominated in Hong Kong Dollars.

32 SHARE CAPITAL

TER@®

THERASREMN  RIHAA=EAZLMN
T RZBE-TF+_A=+—H X&EHEz
He RS SEMHARE266,794,0007T(=
T—NF  AR#310,543,00070) AAREEST
B FEFAFBEZET  BUARBHEZ
BHFIA R RINEBRZ R EBT B 2 INE
& I35 Al K AR I HRBR o

R-ZB-FBFE+-A=+—0  ZRHRTE
KB FE IR B A R # 25,848,000 7t 1K 1 VB JE 1R
ZIRITHES  HUAREGE RN ZZT—1F
+ZA=+—8  XRBRHBETFEREERIER
BB AR282,171,000 I HIEER Z R1T
iEEh  HUUBTTEHE -

32 A&

Number of
ordinary shares Par value
EZEREAE HE
RMB’000
ARET T
At 1 January 2019 RZZE—-NF—H—H 1,120,402,210 103,625
Buy-back shares (note a) FEEIR D (f5Ea) (1,100,000) 97)
Exercise of share options (note c) 1T EEARARE (FftaEc) 1,250,000 110

At 31 December 2019 and 1 January 2020 RZZ-—NF+ZA=1+—HEK

—ET-TF—-H—H 1,120,552,210 103,638
Buy-back shares (note a) FEER (D (M5Ea) (10,909,091) (997)
Issuance of shares (note b) BT (M 5ED) 200,000,000 18,310
Exercise of share options (note c) TTIE R AHE (B 3Tc) 288,000 26
At 31 December 2020 R-B=BFE+=-A=+—H 1,309,931,119 120,977

The total authorised number of ordinary shares is 2,000,000,000 shares
(2019: 2,000,000,000 shares) with a par value of HK$0.1 per share
(2019: HK$0.1 per share). All issued shares are fully paid.

The total number of issued shares of the Company was 1,309,931,119 as
at 31 December 2020 (2019: 1,120,552,210).

TR RBREBREEIET(ZE A
F : §h%0.17%87T) 2 2,000,000,000/% A% 7 (=
T — L4 : 2,000,000,000/f%15 ) - FrBE 2 8
TTRMEERE -

WRZTZZTF+-_A=+—8 ARAAE%
TR D #2805 1,309,931, 119B B (—ZT— 1
£ :1,120,552,210f%% 15 ) °
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

32 SHARE CAPITAL (continued)

(a)

(b)

()

Buy-back of shares

During the year ended 31 December 2020, the Company had
cancelled 10,909,091 of its ordinary shares (2019: repurchased
and cancelled 1,100,000 of its ordinary shares). RMB997,000 and
RMB13,357,000 had been deducted from share capital and share
premium respectively (2019: RMB97,000 and RMB2,937,000
respectively).

Issuance of shares

On 20 May 2020, the Company issued 200,000,000 shares by
placement to two independent third parties, at a price of HK$1.2
per share. The proceeds net of transaction costs, amounted to
approximately HK$238,500,000 (equivalent to RMB218,426,000).
The placement resulted in an increase of share capital and share
premium by approximately RMB18,310,000 and RMB200, 116,000,
respectively.

Share options

On 20 June 2019, a total of 10,000,000 share options were
granted to a director pursuant to share option scheme. The grantee
can exercise these options at an exercise price of HK$4.6 per
share in the ten year period starting from the expiry of the twelve
months from the date of granting of option, being 20 June 2019,
Commencing from the first anniversary of the date of grant, the
relevant grantee may exercise options up to 33.3% and gradually
up to 100% at the third anniversary of the date of grant.

During the year ended 31 December 2019, 1,250,000 shares
of the Company were issued upon the exercise of share options
under the share option scheme of the Company at exercise price
of HK$0.82 and resulted in approximately RMB110,000 increase in
share capital and RMB785,000 increase in share premium.

During the year ended 31 December 2020, 288,000 shares were
issued upon exercise of share options under the share option
scheme of the company at exercise price ranging from HK$0.82 to
HK$1.108, and resulted in approximately RMB26,000 increase in
share capital and RMB214,000 increase in share premium.
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32 BA&um)

(a)

(b)

(c)

B8 =] iR 12
BE_Z-ZEF+-_A=+—RHILtFE -
AR T EE 510,909,091 % @A (=
T— L4 - BEIE K FEEH1,100,0000% % i@
BR) - B ERARERGRED R AR
# 997,000t & A R % 13,357,000 (=
T—hEF  HRIF0HR AREE97,0007T R A
R#2,937,0007¢) °

BTG
R-ZT-_FTFEFFRA-_+H AQalE
BAGRI2BETHERAMEBLE
=7 #E 1T R & 89 5 = # 7200,000,000
BB D o BTSSR IBINBR 22 5 B AN 18 47
75 238,500,000 F ot (HH&E K AR
218,426,0007T) © BLAR SRR AN R AR 193w (B
DRI AR EE18,310,0007T 2 AR
200,116,0007T ©

MR

R-ZE-AENA-1TH  CREERE
FTElm— &/ EF R LA 10,000,000
BEARAE o AR AR RBEARE R L B A (AP
ZE-NAFAAZTHE)EHTZMEARE
mABRZTER  RITEEESRIE T
TR ERERE gL BE—BFR
BERAABRAAITFERZ33.3%BEAE - I
ARFEHBSRT = BFELTERS
100% FE AR FE o

HE-_Z-NF+-_R=1+—HILEE
KA R EEIRAERT BB TR BRI IR T(E
0.828 L& 1T{F 1% - 1,250,000 A& 2 7]
PRDIERETT - BUERRA R 5 (E D B
n# AR %110,0007T & A R # 785,000

JC °

BE_Z-ZEF+-_A=+—RHILtFE -
AR AR AT EIE T BRI T(E(E
0.82/ 8L 1.108/8 L&/ T 1% + 288,000
BEA A RIRRID BT - BUER A KRB 5
B9 BIIG hn 4 A R % 26,0007 & A R
214,0007C °
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32 SHARE CAPITAL (continued) 32 A& )
(c) Share options (Continued) (o) EBRE®E
The assumptions for valuation of fair value of share options are as FHEEARE N T EMA 2 BRERET
follows:

7 April 28 March 3 April 18 November 13 October 20 June
2010 2011 2013 2013 2017 2019
-g-%f -"¥--%f %z C-§-Z ZEB-tF ZE-NE
MAtA Z=A=tAR ME=R +-A+NB  TA+=H AA=TH
Exercise price EEET)

(in HK dollar) 082 1.108 4.402 9.84 6.476 46 46
Fair value per option BhEkREL

(in RMB) AYE

(AR%T) 0.3706 0.4590 2.5027 50125 3.3530 1.9516 1.6542
Risk free interest rate LTI (%)

(in %) 2.865 2.820 1.1 1915 1.745 213 1.44
Expected lfe (inyears)  TEzHEH(%) 3459 3849 9.1-96 4779 49 10 10
Volatiity (in %) TEE (%) 798 774 75 715 62 70 65
Expected dividend per ~ TEEISRRES

share (HK cents) () - - - - 5.67 - -

At the working date before options were granted, 6 April 2010, REBREERBRIZ ITER(ZE—Z4F
25 March 2011, 2 April 2013, 15 November 2013, 12 October MANH - —E——F=A=-+HH -
2017, 18 July 2018 and 19 June 2019 the market value per share —ET-ZFMWA-AH - —ZET—Z=ZF+—
was HK$0.82, HK$1.1, HK$4.3, HK$9.23, HK$6.40, HK$4.58 and A+HRA - —ZE—tH&+A+=8H =
HK$3.31 respectively. T N\FLtATNBEZZE—NAFXA

+hA) SRMEDRA0.82E T ~ 1.1
BIT 43870 0 9.2387C ~ 6,408 T
4588 7LK&3.31787T °
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

32 SHARE CAPITAL (continued) 32 BRA ()
(c) Share options (Continued) () BREE
The details of the share options are summarised as follows: BRABRE SIER T
1 ApriI 2010 28 March 2011 3 April 2013 18 November 2013 13 October 2017 19 July 2018 20 June 2019
Z8-8% -8—-f o8-zF 8-cF 8-t 2\ Z2-nf
mALA ZA=tNA MA=A t-ATNA tAt=A tAthA ARZTH
Trache 1
-
% of the total share options 50% 50% 20% 10% 20% 333% 333%
hRHERE AL 50% 50% 20% 10% 20% 3.3% 333%
Vesting period 7 April 2010- 28 March 2011- 3 April 2013- 18 November 2013- 13 October 2017- 19 July 2018- 20 June 2019-
7 April 2011 28 March 2012 3 April 2014 18 November 2014 13 October 2018~ 19July 2019 (note )~ 20 June 2020 (note ii)
HES “Z-TENA 2424 ZR-ZEMR ZE-ZE1-f ZZ-tETR “T-\EtA ZE-NER
tREZF—% ZtN\EZF-ZF  CAECTIF 1/\BECT-NF $SRAECE\E TAREZE-NE CTRECECEE
mAtH ZAZT/\A mA=H t-AtNE TATZR  tATAB(HE)  RAZTB(HE)
Exercise period 7 April 2011- 28 March 2012- 3 April 2014~ 18 November 2014- 13 October 2018- 19 July 2019- 20 June 2020
6 April 2020 27 March 2021 2 April2023 17 November 2023 12 October 2027 18 July 2028 19 June 2029
o8 ‘ﬁ——iﬂﬂ ZE-CEZ]] “T-EERR ZE-BET-A “E-N\EHA ‘ﬁ—ﬂitﬂ ZZCRERA
tHZ-5-%F _‘I' \BE ZRAE-Z-=F H\RE-Z-=F 1= H:: Z-¢F TABEZE-\E —TREZZONE
TARH “E-F=f TAZH T-AttH TA+ZA tA+NA ~RTNR
ZTth
Trache 2
o
% of the total share options 50% 50% 20% 10% 20% 333% 333%
ERRRE AR 50% 50% 20% 10% 20% 3.3% 3.3%
Vesting period 7 April 2010 28 March 2011- 3 April 2013- 18 November 2013- 13 October 2017- 19 July 2018- 20 June 2019-
7 April 2012 28 March 2013 3 April2015 18 November 2015 13 October 2019 19 July 2020 (note i) 20 June 2021 (note i)
FES ZZCTENA “Z——%=4 ’”—:Wﬂ “F-ZFt-§ “E-t+51A -z \ﬂ:ﬂ ZZ-NE5A
AE-%3--F ‘Jr N\BE  =BE-E-1% tN\BE-E-1% tZAE-F-NE TNBE-E-EE _tRE-E--£
BAtE  ZE-Zf=] EA=H T-AtAR TAT=A tﬂﬂlﬁ(ﬂﬁu‘ﬂ) AT A (WD)
ZT/\R
Exercise period 7 April 2012- 28 March 2013- 3 April 2015~ 18 November 2015- 13 October 2019- 19 July 2020 20 June 2021-
6Apri\ 2020 27 March 2021 2 April 2023 17 Novernber 2023 12 October 2027 18 July 2028 19 June 2029
i ZE-ZERR ZF-Zf=f ZE-RFBR ZE-RET-R ZE-NEtR ‘?‘Htﬂ “Bo-ERR
tAZCE-EE “+tNB  ZARCECZF FN\REZE-=F fZAZCECLF HNAECEC/\E CHRECECNE
mAAA EI5z-F mAZR t-AttH TATZR tAT/A RATHE
ZAZTtH
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

32 SHARE CAPITAL (Continued) 32 BRA ()
(c) Share options (Continued) (o) EBRE®E
1 April 2010 28 March 2011 3 April 2013 18 November 2013 13 October 2017 19 July 2018 20 June 2019
%-%f 2—-f %z 8-z ZE2-tF —2-)\§ ZB-NF
MALH ZA=tNR mA=A t-AtNR tA+ZH tATHE AA=TH
Trache 3
1
% of the total share options NA N/A 20% 20% 20% 334% 33.4%
GESED U DA AER 0l 20% 20% 20% 3.4% 3.4%
Vesting period A /A 3 April 2013 18 November 2013- 13 October 2017- 19 July 2018- 20 June 2019-
3 April2016 18 November 2016 13 October 2020 19 July 2021 (note ) 20 June 2022 (note i)
e AR MER CE-ZEmR ZREE1-f CEETR Z3-N\EER ZTAERR
SREZTF T\BETF TSRZCICEE TAAECEC-E CTAECICCE
MA=A t=-A+NH TATZE  EATAB(HE)  RAZTB(H)
Exercise period NA /A 3 April 2016~ 18 November 2016~ 13 October 2020 19 July 2021- 20 June 2022-
2 April 2023 17 Novernber 2023 12 October 2027 18 July 2028 19 June 2029
i AR NER ZE-RERR ZESET-A ZEIREHA ‘*‘—ﬁtﬂ S
SAZCECCF H/\AECECCF TSAECECLE PARECECNE CTHAECZICNE
MAZA t-AttH tA+ZA tﬂﬂ\ﬁ ~ATAA
Trache 4
24
% of the total share options NA /A 20% 30% 20% NA /A
hRHERE AL NER oyili 20% 30% 20% NER NER
Vesting period NA /A 3 April 2013- 18 November 2013- 13 October 2017- NA /A
3 April 2017 18 Noverber 2017 13 October 2021
FEE 0l NER ZE-TERR ZE-ZEA ZZ-tETR 0l NER
ZHEF-tF f)\REZEF-t%F +ZHE-E-F
mA=H t-A+NE TAT=R
Exercise period NA /A 3 April 2017~ 18 November 2017- 13 October 2021- NA /A
2 April2023 17 November 2023 12 October 2027
i ol NER ZEHEMA ZE-tET-A ZEC-ETR o il NER

“HEZZ--F $)\RE-ECCE +ZHRECECLR
mA-A +-AftA tAtZR
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32 SHARE CAPITAL (cContinued)

(c) Share options (Continued)

32 BA&um)

(c) BR#EE)

7 April 2010 28 March 2011 3 April 2013 18 November 2013 13 October 2017 19 July 2018 20 June 2019
tg-g8% —g8—-f t5-=F -8-=f ZE-tE 2\ Z8-nE
MAtA ZA=tAR mA=A t-AtAA t+A+=A tAthA AR=TH
Trache 5
Editg
% of the total share options NA /A 20% 30% 20% NA /A
AEEEREZ AN TER TER 20% 30% 20% ik TR
Vesting period NA /A 3 April 2013- 18 November 2013- 13 October 2017- NA /A
3 April 2018 17 November 2018 13 October 2022
HES 0o NER “E-ERA ZE-ZE1-A e NaR 0 i
ZR2-3-\f tNBEZE-/\f tZHEZ3C
MA=A T-ATtA tA+=H
Exercise period VA /A 3 April 2018~ 18 November 2018- 13 October 2022- VA /A
2 April 2023 17 November 2023 12 October 2027
T8 NER NER “E-\ERR ZE-\F-R 2 HER NER
ZRE-3C-F +N\BEZEIZF tZRECECtR
mAZR T-ATtH TA+ZH
Note Pf5E

(i) The share option granted on 19 July 2018 was also subjected to the
revenue target of the Company and the performance target of the

Grantee.

(i) The share option granted on 20 June 2019 was also subjected to the
performance target of the Company.

HC GROUP INC. ANNUAL REPORT 2020

)y RZZT-NFLATARRDZERE
TRBRF AR BIEMIHE A B R R
NERERBRRTAIEE

(i) RZT-NFRAZTAREZERE
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

32 SHARE CAPITAL (continued)

(c) Share options (Continued)

Movements in the number of share options outstanding and their

exercise prices are as follows:

(i) Share Option Scheme

32 A& )
() BRE®

=

(i) FERESS

285

ROTEMBRE A RETEE 2 2B

2020
ZBCEF
Exercise Exercise
price in HK$ Share price in HK$
Expiry date per share options per share options
Eh) BRETITEE BRE SR e
At 1 January R—A—H 0.82 188,000 0.82 1,438,000
1.108 200,000 1.108 200,000
4.402 1,500,000 4.402 1,500,000
9.84 3,380,000 9.84 9,972,000
6.476 29,930,000 6.476 29,930,000
4.6 30,150,000 4.6 36,000,000
4.6 10,000,000 46 -
Granted ERE 0.82 - 0.82 -
1.108 - 1.108 -
4.402 - 4.402 -
9.84 - 9.84 -
6.476 - 6.476 -
4.6 - 46 -
4.6 - 46 10,000,000
Lapsed, forfeited or exercised B3  SRULE 1T 0.82 (188,000) 0.82 -
1.108 (100,000) 1.108 (1,250,000)
4.402 - 4.402 -
9.84 (500,000) 9.84 (6,592,000)
6.476 (299,300) 6.476 -
4.6 (10,574,406) 4.6 -
4.6 (166,500) 4.6 (5,850,000)
At 31 December 7 April 2020 0.82 - 0.82 188,000
RTZA=+-H —T_TENALA
27 March 2021 1.108 100,000 1.108 200,000
T —#¥ZAZTtH
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32 SHARE CAPITAL (continued) 32 BRA ()
(c) Share options (Continued) () BREE
(i) Share Option Scheme (Continued) (i) JFEBRETE(E)
2020
et it 23
Exercise Exercise
price in HK$ Share price in HK$ Share
Expiry date per share options per share options
BMA BRBETTHEE BRE SRETIHEE B
3 April 2023 4.402 1,500,000 4.402 1,500,000
“Z-=HNA=H
18 November 2023 9.84 2,880,000 9.84 3,380,000
ZEZ=Ft—ATNH
13 October 2027 6.476 29,630,700 6.476 29,930,000
ZEZEETATEH
19 July 2028 4.6 19,575,594 4.6 30,150,000
“EZ\ELATIA
20 June 2029 4.6 9,833,500 4.6 10,000,000
“E-NFRAZ1A
During the year ended 31 December 2020, the equity-settled HE-_ZT-_TF+=-A=+—H
share based compensation under share option scheme of IEFE - AEREENERE
RMB 14,883,000 (2019: RMB52,979,000) is included in EETURO N 2HEARE
employee benefit expenses. 14,883,0007T( ZF— N : AR
52,979,0007T ) B &t A& B 18 FI
o
(d) Share Award Scheme (d) RRpEBEE
On 23 November 2011 and pursuant to the Share Award Scheme, RZB——F+—A=+=0 " RERH
the Board resolved to grant an aggregate of 24,181,000 shares HENTE  EEERARANT2ULR 1%
to 72 selected employees (including an executive director of the B(BEAQA—2HTER)EHEH
Company), subject to a vesting period of 42 months. 24,181,000/ /%10 - SFEER42(EA -
On 20 August 2012, the shareholders resolved to grant Guo Jiang, E/‘ T——FNAZ+H  BREHRAN
the then executive director of the Company, 16,700,000 shares, NEIRERITE ST T 16,700,000/%
subjected to a vesting period of 72 months. f&in - BEEAA72MER -
On 8 July 2019, the Board resolved to grant an aggregate of —E-NFEANR - BEFEEAM
28,100,000 shares to 21 selected employees (including two 21%% ETREE (PREAAAMBNITE
executive directors of the Company) subjected to a vesting period £ )R H A 28,100,000 B - 57 B H7
of 36 months and a performance target of the Company. #3610 A i AR5 SRENET 8 TR AF AR

ERERBRRITAEER -

HC GROUP INC. ANNUAL REPORT 2020



Notes to the Consolidated Financial Statements

OB HRR M

For the year ended 31 December 2020 HZE-_Z-_TF+_A=+—HILtFE

287

32 SHARE CAPITAL (continued) 32 A& )
(d) Share Award Scheme (Continued) (d) KRB E(E)
The following table represents the movements for number of TRINREZE _g_gi&_ T —F
shares under the Share Award Scheme for the years ended 31 TZA=T—BLFERO EEFEIET
December 2020 and 2019: BB 2 #E)
Number of
shares (in
thousand unit)
RBEE
(F8)
At 1 January 2019 —ﬂi—H—El 13,000
Shares purchased from the market IS 8,715
Shares vested during the year KEER ?%Hx (2,520)
At 31 December 2019 and 1 January 2020 R-Z—hF+-_A=1+—HBK
—E-FF—A—H 19,195
Shares purchased from the market TISEERM 16,565
Shares vested during the year AEEDHEBRD (7,526)
At 31 December 2020 W_ZE_TE+_HA=+—H 28,234

The following is a summary of the shares granted, vested and
lapsed during the year since the set up of the Share Award
Scheme:

AT RARFEE BRI BRI ERER
H o BB R R

Number of shares
(in thousand unit)

RHEE
(FAR)
2020
— 7 — qE
At 1 January nW—H—H 38,580 13,000
Granted during the year REEEEN - 28,100
Shares vested during the year REEDEBIRD (7,526) (2,520)
Allocated but not vested EOREREE 31,054 38,580

The Group has adopted the requirements under HKFRS 2 to
account for the equity compensation expenses of the shares
granted at the date of grant at fair value.

During the year ended 31 December 2020, the equity-settled
share based compensation under share award scheme of
RMB16,512,000 (2019: RMB27,706,000) is included in employee
benefit expenses.

FEFERMBE BV BRELNFE2R 2
BE - IR A BRATEBERLRY
Z R INF ST AR ©

HE-_T-TF+-A=1+—HIEFE
wéé/‘\ﬁ*:émH%ﬁi&EbDJri\JIETLAH%ﬁEZ
Nz EARE16,512,000L( —ZF—H
£ AR#27,706,0007T) Bt AEES
FIF ©
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33 OTHER RESERVES

Convertible
Share bond Other
premium reserve reserve

Share-
based

Merger compensation

reserve

Teserves

33 HibfEE

Share
and capital
redemption

reserve

Exchange
Reserve

Financial

assets at

fair value

Shares through
held for other
share comprehensive
reward income
scheme reserve

e AREE G e
RMB'000 RMB'000 RMB'000  RMB'000
) T i ARETR
At 1 January 2019 R-Z-nE-B-H 2,668,590 15,723 197,382 109,817 188,330 159 18,159 (90,588) (16,85) 3,092,149
Fair value loss on financial assets at fair AT EH A
value through other comprehensive FAMAZER
income, net of deferred tax BENTERE
NBEERE - - - - - - - - 7816 7816
Currengy translation difference EREHZE - - - - - - 3513 - - 3513
Buy-back of shares BERH 2.937) - - - - 97 - - - (2800
Share based compensation R 28R - - - - 80,685 - - - - 80,685
Share purchase under shared RERH &R
award scheme BERD - - - - - - - - - -
Share hased compensation DRGXA 2 BE
~value of employee services -EERBEE - - - - - - - M - @4
Exercise of share options i EE 785 - - - - - - - - 785
Vesting of awarded shares SEEBRN (3,400) - - - 8417 - - 1817 - -
Redemption of convertible bonds EOThRES
~ equity portion -HEdn - (3.364) - - - - - - - (3364
Transactions with non-controlling interests - E3EEERET 2 X5 - - 4,550) - - - - - - (4550)
At 31 December 2019 R-E-h&
+-A=1+-H 2,663,038 12,359 192,832 109,817 260,598 1,689 21612 (100,018) (9,040) 3,152,947
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33 OTHER RESERVES (Continued) 33 Hitf#E e

Financial
assets at
fair value

Shares through

Share- Share held for other

Convertible based  and capital share  comprehensive

Share bond Other Merger compensation redemption  Exchange reward income

premium reserve reserve reserve  reserves reserve  Reserve scheme reserve

ROYE

AR

Rogh  2EGAZ

&R NRG%S  REREA il GREEZ
ROEE  BERE  HMBE  AKER  EEER  RERE  EXBR  FRRR (1 it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
ARMTR ARMTR ARMTR ARKTR AREBTR ARBTR  ARMTR  ARBTR  ARMTR ARMTR

At 1 January 2020 RZE-FE-A-0 2,663,038 12,359 192832 109,817 260,598 1,689 2,672 (100,018) (9,040) 3,152,947

Fair value loss on financial assets at fair BATEALBEE
value through other comprehensive WA ERERY

income, NTEEE

net of deferred tax NRETHE - - - - - - - - 7,054 7,054
Currency translation difference EEENEE - - - - - - (4,853) - - (4,853)
Issuance of new shares TR 200,116 - - - - - - - - 200116
Buy-back shares BEkG (13,357) - - - - 997 - - - (12,360)
Share based compensation WRGZRZEE - - - - 60,49 - - - - 60,49
Share purchase under shared award scheme 53 R 2B E RN
Share based compensation WRASHZBR

- value of employee services -EERBEE - - - - - - - (17,577) - (17,577)
Exercise of share options EBRE 24 - - - - - - - - 214
Vesting of awarded shares SERERG (39,883) = = = (23,369) = = 63,252 = =
Early redemption of convertble bonds RERETARES

- equity portion -hiESS - (12,359) - - - - - - - (12,359)
Transactions with non-controlling interests ~ BIERRERET2RS - - (7.231) - - - - - - (1.31)
At 31 December 2020 RZFZEE+ZA=1T-R 2,810,128 - 185,595 109,817 297,725 2,686 16,819 (54,343) (1,986) 3,366,441
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33 OTHER RESERVES (Continued) 33 Hfttf#Bm

In accordance with the relevant PRC regulations applicable to wholly BIEEARIINSBECZEZHBATRENER -
foreign owned enterprises, the PRC subsidiaries are required to EWB AR ARBRRGERFERL T
appropriate to reserve fund an amount of not less than 10% of the RERFEREEF0%EFES - MtEES
profit after income tax, calculated based on the PRC accounting BT ERT RN B AR ZEMEARS0% -
standards. Should the accumulated total of this reserve fund reach 50% R B ARG BEEL EE—SBE - RE
of the registered capital of the PRC subsidiaries, the subsidiaries will not SRR RS FEME 2 BER - ZREDE
be required to make any further appropriation. The reserve fund can AIAER S Rt EIE IS E o

only be used, upon approval by the shareholders’ meeting or similar
authorities, to offset accumulated losses or increase capital.

During the year ended 31 December 2020, retained earnings HE_Z-_ZFF_A=+—HIEFE &
amounting to approximately RMB13,109,000 (2019: RMB8,017,000) TFU A RH13,109,0007C (=T — AL4F -
had been transferred to the statutory reserve. Due to the disposal of AR#8,017,0007T) BB E A ERE - BR
subsidiaries, statutory reserve of RMB31,514,000 (2019: RMB7,106,000) HEWELAR OB ELIEFREARE
had been disposed accordingly. As at 31 December 2020, retained 31,514,0007T(=ZZE— N4 : AR#7,106,000
earnings comprise statutory reserve fund of RMB94,316,000 (2019: L) e RZEBE-ZF+_A=+—H  Brk=
RMB112,721,000). BIEETRES ARK4,316,0007t(ZF—N,

F o AR#112,721,0007T) ©
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34 DEFERRED GOVERNMENT GRANTS 34 RIEBRATEBY

As at 31 December
Rt+t=HA=+—-H
2020 2019

— ZENF
RMB’000 RMB'000
ARBT R ARETT

Non-current IERE - 155,958
Current E 1,600 11,450
1,600 167,408

As at 31 December 2019, deferred government grants mainly N-ZTE—hEFE+-_A=+—0H  EEBT/HE
represented a government grant amounting to RMB165,808,000 which FEE ARM 165,808,000 2 BFAEN - FB
was to subsidise the Group to provide rental discount to the prospective AE B AEE R EMIEEO20HERET LY
tenants of the 020 business exhibition centre in Shunde of Guangzhou. SEFA P TR M > FAS I -
The balance was derecognised upon disposal of Huicong Tianjin Group REBREBE T _TF+ _A=+—HILF
during the year ended 31 December 2020. For details, please refer to EHEZBREZEBEBRIIER - GEFEE
note 26(b). A2HMFE26(b) ©

35 TRADE PAYABLES, ACCRUED EXPENSES AND 35 FE{JBEZr - FESI B R HAbpE(S
OTHER PAYABLES g

As at 31 December
Rt+t=A=+—H
2020 2019

—g-gf

—_—

RMB’000 RMB'000
AR®BT R ARETT

Trade payables (note a) FERTAR R (P 5Ea) 478,940 128,209
Accrued salaries and staff benefits FESTEIBN & B TEF 27,326 32,518
Accrued agency commissions EERERE 7,914 15,432
Accrued expenses FEEHE A 43,161 38,101
Deposit from customers EPER 19,279 37,485
Other deposits Hiniz & 40,000 -
Others Hib 28,379 7,015

644,999 258,760
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35 TRADE PAYABLES, ACCRUED EXPENSES AND 35 FE{JBRZ - EEFFER R HMES

OTHER PAYABLES (Continued) FRIE (1)
(a) The aging analysis of trade payables based on (a) ENERRERFEIHZRES NI
invoice date is as follows: T

As at 31 December

R+=HA=+—~H
2020 2019
—E-%F —TNEF
RMB’'000 RMB’000
AR¥T T ARBETTT
Current to 90 days BNEAZ90K 370,081 115,752
91 to 180 days 91E£180K 106,296 9,984
181 to 365 days 181E365K 747 2,473
Over 1 year il —F 1,816 -
478,940 128,209

36 BORROWINGS 36 B &

As at 31 December
W+=B=+-—H
2020 2019
—g-gf —TNE
RMB’000 RMB’000
AR®T T ARETIT

Non-current portion: EmBE S ¢

Bank borrowings RITIEE 280,228 480,000

Other borrowings HibEE = 23,539
280,228 503,539

Current portion: mENE S -

Bank borrowings RITIEE 615,080 1,111,089

Other borrowings HiEE 340,959 689,773
956,039 1,800,862

Total borrowings BB 1,236,267 2,304,401
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36 BORROWINGS (Continued) 36 fEE @)

As at 31 December 2020, bank borrowings bear average interest
rate of 7.00% per annum (2019: 6.69% per annum), mature
ranging from 2021 to 2023 (2019: from 2020 to 2022), of which
RMB130,000,000 (2019: RMB730,000,000) are secured by properties,
investment properties and right-of-use assets with carrying value of
RMB174,125,000 (2019: RMB979,310,000). The other bank borrowings
included borrowings of RMB548,000,000 (2019: RMB563,000,000)
provided by Jingu Bank and guaranteed by an associate company of the
Group (2019: same).

As at 31 December 2019, bank borrowings of RMB248,500,000
was secured by restricted bank deposits with carrying amount of
RMB282,171,000 and was fully settled in August and October 2020.

As at 31 December 2020, other borrowings with a total principal
amount of RMB230,000,000 (2019: RMB200,000,000) were provided
by an independent third party, of which RMB200,000,000 is repayable
on demand while the remaining RMB30,000,000 is payable on May
2021 (2019: July 2020 and November 2020). This other borrowing is
interest-free and secured by certain equity shares of a subsidiary (2019:
same).

As at 31 December 2019, other borrowings of RMB27,816,000 were
provided by a non-controlling shareholder of a subsidiary, in which 25%
of its equity interest was formally owned by Mr. Liu Jun, an executive
director of the Company. These borrowings are unsecured, mature
ranging from 2020 to 2022 and bear average interest rate of 6.34% per
annum (2019: 6.34% per annum). This other borrowing was fully settled
in October 2020, and the corresponding interest expense during the year
ended 31 December 2020 was RMB 1,469,000 (2019: RMB1,763,000).

RZZEZZF+ZA=+—H ' BIIEERYF
iﬁiﬂrmo%(_q ﬁﬁ FF|E6.69% )

HE O R-EBE-—EZ-E-—€3H(—F
—NE: ZE-TFE-F__F) HHR
AR ¥130,000,0007T (—E—HE : ARK

730,000,0007T ) LA BREI{E A R ¥ 174,125,000
TL(ZZE—NF : AR#¥979,310,00070) 24
¥ REAMEREAREEEFER - £abiReT
B EAIEEE ARES48,000,0007(—FE— N
F . ARMS563,000,0007T) & A BITIRG

W ANEE —EEBLATER(ZZE—hE 48
@) o

R-ZE—-hAE+_A=+—8 " £17EE
AR # 248,500,000 tEHEmMEAARE
282,171,0007T 2 5 MR I $R 17 7 ;O #7302 7
ZECTFNARTAEHEE -

RZZZEF+ZA=+—R8 £&8BEh
AR #230,000,000L(ZE—NF : ARE
200,000,00070) 2 G ER— BB FE=F
1Rt - Er AR 200,000,000 T B R BKE

EMaEEAR30,000,000 TN - = —1F
FAXMZE-IE —BE-TFLAN-F
ZTF+—R) c ZEHMEEARSWH—H
WEARZE TRAREER(ZZ—NF - |
@) o

—NE+-A=1+—8 HiEEAR
#%27,816,00070 FF —[E M B A Al 2 — & FEIE %
RERE  ZAFZ25%KERARBNT
EREREEAFE - WEEEREER -
AN T T -TFE-_T-—_F - B
FHFNERE34% (ZT—NF : FF|=e6. 34%)
+§°%%EMFEEF T-TF+AE
BE MBEE-ZT-_TF+-A=+— Emi
EZﬁ%ﬂ%ﬁiﬁAE%L%&wmﬂ_7
—NEF : AR¥1,763,0007T) °
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36 BORROWINGS (Continued) 36 fEE @)

The remaining other borrowings are provided by independent third
parties, director of a subsidiary, a non-controlling shareholder of a
subsidiary and associate companies (2019: independent third parties)
and bear interest rate ranging from Nil to 10.0% per annum (2019: Nil
to 14.3% per annum). Out of these other borrowings RMB88,001,000
(2019: RMB442,218,000) are secured by certain inventories (2019:
either guaranteed by the Group, Executive Directors and Non-executive
Directors of the Group or certain inventories, right-of-use assets, listed
equity shares held by the Group and the equity of certain subsidiaries).

The table below summarises the maturity analysis of bank and other
borrowings based on agreed scheduled repayments set out in the loan

BRTHMEERBIE=H - —HHRBARZ
TFE - —HMBARREE QR ZIEERE
BRE(ZE—NAF  BUE=ZH)WIRFEF
ENFTEE100%(ZT—NF : FAREE
14.3% )51 B » Ef AR#88,001,0007T(=F
—NEF : AR¥442,218,000t) HETHEE
(ZZ—NF  AFEEH - AEERTEE RIS
NTEELETHFE FAREE  ~A5EEE
2B LTSRS TIE AR 2 ) A -

T%ﬁﬁﬁ%%%%%ﬁm%mﬁ% = H
REZRITREMERRHA DT

agreements.

Bank borrowings Other borrowings
RITHE Hitff &
As at 31 December As at 31 December

Rt=A=+-8H Rt=A=t-H

2020 2019 2020 2019

k- Sl 33 —TNE it b 213 “T-NF
RMB’000 RMB'000 RMB’000 RMB'000
ARETR AREFT ARET T ARETFT

Within 1 year —ER 615,080 1,111,089 340,959 689,773
Between 1 and 2 years —EEZWER 246,857 400,000 - -
Between 2 and 5 years MEEZRER 33,371 80,000 - 23,539

895,308 1,591,089 340,959 713,312

As at 31 December 2020, the Group has no undrawn banking facilities
(2019: Nil).

RZZB-ZF+A=+—0B  AKELEXR
ROZRITREFEZ(ZT—NF ) -
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37 CONVERTIBLE BONDS 37 AERRES

The Company issued convertible bonds with a coupon rate of 5% per
annum at a total principal value of HK$780,000,000 (Equivalent to
approximately RMB615,342,000) on 27 November 2014 (the “2014
Convertible Bonds”). On 27 November 2017, at the request of the 2014
Convertible Bonds holders, the Company redeemed HK$728,400,000
(equivalent to RMB616,059,000) of the outstanding principle of the
bonds, which represent approximately 93.38% of the initial principal
amount of the bond. The remaining portion mature on 27 November
2019 at its principal amount or can be converted into the Group's shares
at the bondholder’s option at rate of HK$11.28 per share or at the
option of the bondholder to redeem all or some only of the convertible
bonds, with unconditional right, at their principal together with interest
accrued but unpaid to such date. This convertible bonds had been fully
redeemed at maturity date during the year ended 31 December 2019.

On 3 December 2018, the Company issued another convertible bond
with principal amount of HK$100,000,000 at a coupon rate of 2.85%
addition to HIBOR (the “2018 Convertible Bonds”). The convertible
bonds was redeemed at the principal amount of HK$100,000,000 on 23
October 2020.

The liabilities component of convertible bonds recognised in the
consolidated statement of financial position were as follows:

ARABRZE—NF+—AZ+ERAETR
% #2%8 /780,000,000 7T (HHE R AR
615,342,0007T) * EEEXFF5% 2 A&
BREHF(ZZ—HFABRRESR]) - R=ZF
—tE+—A=-++tA B-T-NFEAH
BREFHFEAZER  ARRERESRZH
RIE B A £ 728,400,000 7T (FHE AR AR
616,059,0007T) * HERNBEFMEASHEL
93.38% ° A NPAR_TE—NEF+—A=-++t
BIZEASEIE KA RBEEFRFEAZR
BUAFBRN28B LA R AEAEERG S IRE
FRBAZEREAACEERES %A B A
B R FI) B A S I (R R BB B 2 2B sk 30 & AT
RES -BHEZZ-—NF+-A=+—HILF
& AR ESFD R B ERER -

R-Z—NE+-A=0 AQAFRERL
2.85% MBEBRITRAEFEFE(T=ZZE—N
FriRES D ETS—EABRRKRES &

$%/5100,000,00087C c RZZT=_ZTF+A
f+:E A] ¥ B2 & 7% 7~ £ %8100,000,000
FETLREE o

REHIBIRRKERZ IRRESFBESS
W

As at 31 December

R+=A=+—H
2020 2019
g 323 ZE—hF
RMB’000 RMB’000
AR¥TT ARETTT
2014 Convertible bond —NE A SR EH = -
2018 Convertible bond _g NEABRRES = 90,670
Less: Non-current portion B IERBE S = -
Current portion mENE D = 90,670
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37 CONVERTIBLE BONDS (Continued) 37 ERESH @)

2020 2019
—ECEF —T—NAF

RMB’'000 RMB'000
ARETT ARBET T

2014 Convertible bond —E-NEARRES

At 1 January W—A—H - 44,417
Effective interest expense (note 11) BEEMEFRZ(MEE11) - 3,070
Principal redeemed BEA® = (43,280)
Interest paid 2T = (4,411)
Currency translation differences BEEN R = 204
At 31 December R+=ZA=+—H - -

2020 2019
—s-®F - A%

RMB’'000 RMB'000
ARET ARBET T

2018 Convertible bond —E-N\FUBRKRES

At 1 January n—A—H 90,670 83,145
Effective interest expense (note 11) HEEMERZ(MEE11) 9,103 9,513
Principal redeemed BEERE (83,367) -
Interest paid ERFLE (14,540) (2,750)
Currency translation difference EXEN =R (1,866) 762
At 31 December W+—-—A=+—H - 90,670

The carrying amounts of convertible bonds — liabilities component are AR ES — B EHY 2 REEETEHE -

denominated in HK$.
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38 DEFERRED INCOME TAX 38 zﬁﬁﬁﬁ S5

Deferred income tax assets and liabilities are offset when there is a
legally enforceable right to offset current tax assets against current tax
liabilities and when the deferred income tax relates to the same tax
jurisdiction. The offset amounts are as follows:

BEAEHRITRN A KERRREER
EHREAGERE  MEEMRESESME—
BEDERERE - R ERIEMSHEERBER
i o HESFLT

As at 31 December

R+=A=+—H
2020 2019
—ECEF —T—NF
RMB’000 RMB’000
AR¥T T ARETT
Deferred income tax assets (to be recovered BIEFSHERE
after more than 12 months) (BRiEE+—EArKE) 50,692 46,969
Deferred income tax liabilities (to be settled BEMEHAE
after more than 12 months) (BREBBR+-EARBSZE) (73,581) (236,517)
(22,889) (189,548)

The net movement on the deferred income tax account is as follows:

EIEFR{S AR B BEFEET

2020 2019
t-Jamp =513 —=-NF
RMB’'000 RMB’000
ARET T AREETTT
At 1 January wn—A—H (189,548) (242,808)
Partial disposal of JDSJ Group BHOHEREH REER
(note 26(a)) (Mf7%26(a)) (902) -
Disposal of Huicong Tianjin Group (note 26(b)) HEZRKZEE (M:E26(b)) (7,703) -
Deemed disposal of subsidiaries BIEHEKE R A = 6,073
Charged to the other comprehensive income REMZER AR (3,366) (73)
Charged to the profit or loss S = Enlaskalis 177,794 47,025
Currency translation differences EEENER 836 235
At 31 December nt+t—A=+—H (22,889) (189,548)
As at 31 December 2020, deferred income tax liabilities of RZZZZF+-A=+—H gthBERBEAL

RMB137,978,000 (2019: RMB153,232,000) have not been recognised
for the withholding tax that would be payable on the unremitted
earnings of subsidiaries in the PRC. The unremitted earnings are to be

A)2 AR E B F T e 2 TE T ERELATS
HBEAaARK137,978,000C( —2— 4 :

AR #153,232,0007T) ° K& H&F &HIER

used for reinvestment. The income tax liability is not recognised where RE o WE R E TR 2 R B AN S BT S K&
the timing of the reversal of the temporary differences is controlled ﬁﬁﬁ%iﬁﬁﬁTﬁiﬂiXTﬁu gHE - BT
by the Group and it is probable that the temporary difference will not RS HEE -

reverse in the foreseeable future.
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38 DEFERRED INCOME TAX (Continued) 38 EELEFRBH @)
The movements in deferred tax assets and liabilities during the year EWuk%ﬂlﬁﬁﬁéﬁiﬁfi’éﬁiﬂ(ﬂi?r&ﬁﬁﬁla*
without taking into consideration the offsetting of balances within the MG EDEER AR T
same taxation jurisdiction, are as follows:
Deferred tax assets EESEEE

Tax losses Bad debt provision Total
HEAEE BHREE st
2020 2019 2020 2020 2019
—?—?$ ——‘-—7¢ —v—?$ :nghﬁg
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000
ARBTRT ARBTT AR®T:R ARBTR ARBTT
At 1 January w—A—H 12,054 10,519 34,915 20,773 46,969 31,292
Partial disposal of JDS) FHHERELR
Group (note 26(a)) E£E(F:E26(a) (1,587) - - - (1,587) -
Disposal of Huicong Tianjin HEZRREEE
Group (note 26(b)) (FizE26(b)) (7,703) - - - (7,703) -
Credited to the profit or loss FAERE 1,493 1,535 11,520 14,142 13,013 15,677
At 31 December B+=ZA=+—H 4,257 12,054 46,435 34,915 50,692 46,969
Deferred tax liabilities EXFEAE
Fair value gains Deferred expenses Total
NPERE BERX @it
2020 2020 2020
—=—7¢ :g:§¢ —v—vﬁ
RMB'000 RMB'000 RMB'000
ARMT T ARMT T ARET R
At 1 January i hl=! 233,454 263,608 3,063 10,492 236,517 274,100
Partial disposal of IDS) World Group P HEFELREE
(note 26(z)) (M3t26(a)) (685) - - - (685) -
Deemed disposal of Zhongmo Group ~~ B{EHETREE
(note 26(c)) (Fi26(0) - (6,073) - - - (6,073)
Credited to the other comprehensive P AE M 2EMA
income 3,366 73 - - 3,366 73
Credited to the profit or loss iAER (161,718) (23919) (3,063) (7,429) (164,781) (31,348)
Currency translation difference EHEHER (836) (235) - - (836) (235)
At 31 December M-f=1-8 73,581 233,454 - 3,063 73,581 236,517
Deferred income tax assets are recognised for tax loss carried forwards to HE A 5 765 ¥ 5 1R K AT B8 3 4 R SR P AR B 0 A
the extent that the realisation of the related tax benefit through future B Al ?fLLﬁﬁ MEERABLEEHIE
taxable profits is probable. The Group have unrecognised tax losses of BiE e RZZE_TF+_A=+—H &K%

RMB465,880,000 as at 31 December 2020 (2019: RMB153,125,000),
among which RMB202,777,000 and RMB263,103,000 will be expired
from 2021 to 2025 and from 2021 to 2030, respectively (2019:
RMB83,953,000 and RMB69, 172,000 will be expired from 2020 to 2024
and from 2020 to 2029).

B 2 R ERTIEEE A AR 465,880,0007T
—ZT—AF: AR¥153,125,0005T)  HF
ANR%202,777,0007t 2 A R #263,103, 0007_1
H”‘%‘JEAE T‘-ié TZRERBCZ
Z—FE_T=TFIM( =T —NF: /\Eﬁﬁz
83,953 OOOm&/\EMw 172 oooﬁﬁﬁAE =
EoEFE_T_NFERAEE_TFEC
ZHhEFEIE) -
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39 INCOME TAX PAYABLE AND OTHER TAXES 39 FEMFTER R HibpESFE
PAYABLE

As at 31 December
A+=—A=+—H
2020 2019

SEL —T-NE
RMB’'000 RMB'000
ARBT T ARET 7

Income tax payable: FEEFTEH -
Corporate income tax RS 66,843 45,535
Other taxes payable: Bt ESETA -
Value added tax BEN 2,236 4,536
Cultural and development tax XA KRR - 566
Land appreciation tax THIEET = 84,108
Other taxes HAbHiE 744 1,278

2,980 90,488
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40 CASH GENERATED FROM OPERATIONS 40 REXBEEZRS
(a) Reconciliation of loss before taxation to net cash (a) BPAIEFEEKSEERELE RS
generated from operating activities R AR
2020
—EF f'E
RMB’000
AR¥T T
(Loss)/profit before income tax BRETISTLAT(E518), 5 F
— from continuing operations —REFHEREE (874,572) 25,141
— from discontinued operations —RECRIFELCEER (128,467) (440,638)
Loss before income tax including discontinued FPABRILFEREEB 2
operations FRET1STLRIE 1R (1,003,039) (415,497)
Adjustments for: FEE
Provision for impairment of trade receivables FEUAR R 2 B 44,333 33,904
Provision for impairment of loans and interest U E TR K F BB B
receivable, net HER 113,598 39,534
Provision for impairment of other receivables HAbEBGRERE R 32,785 20,118
Provision for impairment of contract assets and & 4V&E R Et &R E R
finance lease receivables 182 B 3,699 4,073
Provision for impairment of investment properties & ¥ 3 8 (B B i - 18,381
Provision for impairment of inventories FERERE = 662
Provision for impairment of completed properties  $35{/E$%E 3 T ¥ %5 (& B s
held for sale = 21,641
Amortisation of intangible assets s E 81,828 100,705
Amortisation of investment properties B 28,895 21,859
Depreciation of property, plant and equipment ME - BENMRETE 13,840 95,265
Depreciation of right-of-use assets FRELEERE 44,670 45,823
Impairment loss on investment in associates REEE AR ZIRE ZRE
&8 - 2,735
Share based compensation AR S 2 HE 60,496 80,685
Gain on deemed disposal of Zhongmo Group ‘%E{’Eﬂj’%l:fﬂ*i%lzu&zﬁ - (246,797)
Gain on partial disposal of JDSJ Group HOLERBURRE L
(note 26(a)) J& S(MI7E26(a)) (65,323) -
Loss on disposal of Huicong Tianjin HEZSBXEEE
Group (note 26(b)) E518 (MI7E26(b)) 43,041 -
Gain on disposal of subsidiaries I EMTE A R 2 M= (12,664) -
Loss/(gain) on disposal of property, plant and HEME  WMELEREZ
equipment (note b) 18, (Yeas) (FiisEb) 69 (199)
Gain on disposal of investment properties HEREE I (40,082) -
Loss/(gain) on disposal of associates, net HEBENRZEE
(Yezs ) F&E 444 (1,140)
Gain on lease modification HEESRz W (188) -
Dividend income RN (988) (1,215)
Finance income g T ON (18,551) (17,226)
Finance expense X 162,761 177,169
Share of losses/(profits) from investments DMEREREARZIRE
accounted for using equity method 18, CaFl) 82,718 (13,588)
Fair value loss/(gain) on financial assets WA EAEBRELZ
at fair value through SREEATE
profit or loss 18, (M) 8,779 (25,765)
Impairment losses on intangible assets B A EREEE 605,897 9,054
Impairment losses on goodwill EEREEIE 19,626 287,585
Operating profit before working capital changes 4438 & & & B AT L% 7 206,644 237,766
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40 CASH GENERATED FROM OPERATIONS (continued) 0 REXBELE 2RE =
(a) Reconciliation of loss before taxation to net cash () BRBAIBBEELEERELEZES
generated from operating activities (Continued) FREHERE)

2020 2019
—ECoEE —h4EF
RMB’000 RMB’000
AR¥T T ARETTT
Operating profit before working capital changes &8 & 4 & ShaT 48 L 206,644 237,766
Changes in working capital: EEESEH)
Changes in completed properties held of sale BIERERTIYMEES) 4,118 13,535
Changes in trade receivables and contract related JEWERFA N A KIHEEEE
assets HH) (154,988) (71,456)
Changes in deposits, prepayments and other e~ TBRFERE AR
receivables RIBEE) (359,068) (175,677)
Changes in finance lease receivables RN EE R EIEEE) (51,613) (104,507)
Changes in loans and interest receivables FEWE R T B 81,331 (123,494)
Changes in inventories FEEE (39,395) 199,707
Changes in trade payables e BRI E 350,731 126,854
Changes in accrued expenses and other payables [Ex+E B & H b e 7018
b=ak3)) 113,720 (59,591)
Changes in deferred government grants IRIE U Bh & &) (9,029) (9,050)
Changes in contract liabilities SRBEEZS 271,730 60,899
Changes in other tax payable it SRR TR (7,248) 10,850
Net cash generated from operations R E A VIR R 406,933 105,836

EREMBERAT 2020 Fi




302

Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

40 CASH GENERATED FROM OPERATIONS (continued) 40 REEXBEEZRES (@)

(b) Proceeds from disposal of property, plant and (b) HEWMXE -  MERZEZFAENRIE
equipment
In the consolidated cash flow statements, proceeds from disposal TEHBESRERA - HEWE - BEK

of property, plant and equipment comprise:

R RS RARSE

Net book amount:

Property, plant and equipment (note 19)

Loss/(gain) on disposal of property, plant and
equipment

2020 2019
—E-® —T—hF
RMB’000 RMB’000
ARETT ARET T
BREVEE -

WE - BB KRk (FiEE19) 795 726

HENE  BMEREEZ
18, (Yas) (69) 199

Proceeds from disposal of property, plant and
equipment

HEME - WEMEEZ
FiiSs3E 726 925

(c) Net debt reconciliation

() EBRFEHE

This section sets out an analysis of net debt and the movement in REFHIFTREFE 2 BB FREREEF

net debt for each of the year presented.

HEB 2O -

As at 31 December
R+=—A=+-—8
2020 2019

—E-FF —TNEF
RMB'000 RMB’000

AR® T ARETTT

Cash and cash equivalents R RRESEED 254,301 331,893
Restricted bank deposit ZIRFIRI TR 25,848 282,171
Liquid investment (i) MENEA() 100,950 85,979
Bank and other borrowings RITREMEE (1,236,267) (2,304,401)
Convertible bonds — liabilities portions AMRES —aEHs - (90,670)
Lease liabilities HEAE (32,649) (91,995)
Net debts (CEe (887,817) (1,787,023)
Cash and liquid investments BEMREIRE 381,099 700,043
Gross debt at fixed interest rates REFEFRAE 2 Ei5#EE (1,206,906) (1,224,048)
Gross debt at floating interest rates BRIZEFIRAE 2 (EI5HEEE (62,010) (1,263,018)
Net debts (E0dEs (887,817) (1,787,023)
(i) Liquid investment comprise current investments that are traded in an iy ARBREBENERTSEEIRDIRE - B
active market, being the Group’s financial assets held at fair value AEBRAFEFAHEMGEARAFTEZ S/
through other comprehensive income, financial assets held at fair BE  RATFEFAEZBBEZEMEE T
value through profit or loss, excluding contingent consideration in BIEAAYEERITRAR AR RZale Inc.23k
relation to acquisition of Huijia Yuantian Limited and Zale Inc. INRAE -
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

40 CASH GENERATED FROM OPERATIONS (cContinued)

40 REEBEEZRES )
(0 EETEEE®

(c) Net debt reconciliation (Continued)

Convertible
Cashand  Restricted Bank and bonds-
cash bank Liquid other liabilities Lease
equivalents deposits  Investment  borrowing portions liabilities Total
BER ZRH fTR  TRRES
ReZEM  BAER  RBRE  HftRE -8E¥S 2 HESE @it
RMB000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB000
ARETR ARBTR ARETR ARETR ARETR ARETn ARETR
Net debt as at 1 January 2019 R-F-n&E-F-Hz
EnFE 471,672 276,003 112,005  (2,127338) (12752)  NATEE  (1,395220)
Effect on adoption of HKFRS 16 SRANEER 53R 2EE
165 T2 - - - - - (1833100 (163310)
471,672 276,003 112,005  (2,127338) (127,562) (163310)  (1,558,530)
Net cash flow FRehE (141,438) - (15,000) (209,668) 43,280 73,963 (248,863)
Interest paid EffFI8 - - - 123113 7,161 6,533 136,807
Deemed disposal of Zhongmo RIEHETESE
Group - - - 72,026 - 7,119 79,145
Exchange adjustment 5 % 1,659 6,168 1423 (6,747) (966) - 1,537
Interest expenses MER - - - (15578) (12,583) (8486)  (176,856)
Other non-cash movements AR LEH - - (12,449) - - (7,814) (20,263)
Net debt as at 31 December 2019 H=E—NE+-F
“T-HERFE 331,893 282,17 85979 (2,304,401) (90,670) (91995 (1,787,023)
Net cash flow AREnE (77,999)  (247,995) - 809,157 83,367 48215 614,745
Interest paid EfFI8 - - - 176,091 14,540 4,991 195,622
Disposal of Huicong Tianjin Group ~ HEZHX2EE
(note 26(b)) (B3E26(0)) - - - 215,000 - 29,447 244,447
Partial disposal of JDS) BAHLERELR
Group (note 26(a)) £ (M26() - - - 10,000 = = 10,000
Exchange adjustment 5 % 407 (8,328) (5,068) 5,556 1,866 - (5,567)
Interest expenses HERR - - - (147,670) (9,103) (3.904)  (160,677)
Other non-cash movements EFReE8 - - 20,039 - - (19,403) 636
Net debt as at 31 December 2020  W=ZB-T%+-F
“ B EREE 254,301 25,848 100,950  (1,236,267) - (32649)  (887,817)

EREMBERAT 2020 Fi




304

Notes to the Consolidated Financial Statements

SO HmR M

For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

41 COMMITMENTS UNDER OPERATING LEASE -
AS A LESSOR
At 31 December 2020, the Group had future aggregate minimum
lease receivables under non-cancellable operating leases in respect of
buildings which expire as follows:

41

REHEARE - FREAA

RZB-EFE+-_A=+—0 KAEEGFEF
2 BRI AR ERE BB ER Y &IEH
ERIEARBENT

As at 31 December

R+=HA=+—~H
2020 2019
—E-%F —TNEF
RMB’'000 RMB’000
AR®T T ARBETTT
Within one year —FR 38,705 22,171
In the second to fifth year inclusive FERF(REEERE) 136,763 142,843
Over the fifth year HENUE 308,000 348,000
483,468 513,014

42 CONTINGENT LIABILITIES

As at 31 December 2020, there were no material contingent liabilities to
the Group (2019: Nil).

43 FINANCIAL GUARANTEES

The Group has arranged bank financing for certain purchasers of the
Group's property units and provided guarantees to secure obligations of
such purchasers for repayments. Such guarantees terminate upon the
earlier of (i) issuance of the real estate ownership certificate which will
generally be available within an average period of two to three years
upon the completion of guarantee registration; or (ii) the satisfaction of
mortgaged loan by the purchasers of properties.

Pursuant to the terms of the guarantees, upon default in mortgage
payments by these purchasers, the Group is responsible to repay the
outstanding mortgage principals together with accrued interest and
penalty owed by the defaulted purchasers to the banks and the Group
is entitled to take over the legal title and possession of the related
properties. The Group’s guarantee period starts from the dates of grant
of the mortgages. As at 31 December 2019, the amount of outstanding
guarantees for mortgages were RMB16,828,000.

All financial guarantees were released upon disposal of Huicong Tianjin
Group.
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43

HAREE
R-B-BFE+-A=1+—0 AEEHKE
KAABE(ZB—NF : f8) -

BER

AEESEMEEM2ETERLHRITRE
B ITREERMEAZSEREREEZE
o ZERRVUTREEZERRLL : ()R
TRERECHEL —RERFERE=FH
BESZFERE + RVDEBEFEMRBENR -

o

BIEERIER  WZEERERIZIBERN
FoAEEBEBEEBRERZIRBENRASE
FERTF B REXHERGERIBITZ S - A
SEEREEREEREMEZEEERE - K
FEZ ERABRDIZBERE BT - R
T-NAF+-A=1+—8 BREBEERZKEE
ERESELHBAREE16,828,0007T °

RHEEBRRRERER - IETBEREER -
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For the year ended 31 December 2020 HZE-_Z-_TF+_A=+—HILtFE

44 STATEMENT OF FINANCIAL POSITION AND
RESERVE MOVEMENT OF THE COMPANY

44 KR FMBRRR R FEEEE

(a) FRRAMHMRE

(a) Statement of financial position of the Company

As at 31 December

R+=A=+—H
2020 2019
—BCEHF —T-NF
RMB’000 RMB’000
AR¥T T ARBTFT
Assets BE
Non-current assets kRBEE
Investments in subsidiaries RIB AT & 1,308,897 1,516,505
1,308,897 1,516,505
Current assets RENEE
Loan to a subsidiary BT KB AT 594,654 1,128,835
Other receivables E At fEMGRIE = 28,413
Restricted bank deposit SRHERITIF R = 147,804
Cash and cash equivalents ReERRSEEY 2,103 6,225
Total assets BEE 1,905,654 2,827,782
Equity &=
Capital and reserves EXR#E
Share capital N 120,977 103,638
Other reserves Hib 2,956,339 2,779,220
Accumulated losses 2xtEE (1,186,630) (487,320)
Total equity R 1,890,686 2,395,538
Liabilities af&
Current liabilities REEE
Convertible bond - liabilities component ARRES - aEfs = 90,670
Other borrowings HAbfEE - 322,570
Accrued expenses and other payables FEETE R R E R FR1E 14,968 19,004
Total liabilities HmamE 14,968 432,244
Total equity and liabilities HERRAE 1,905,654 2,827,782
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For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

44 STATEMENT OF FINANCIAL POSITION AND 44 AATBMBRREREESR T

RESERVE MOVEMENT OF THE COMPANY (&)
(Continued)
(b) Reserve movement of the Company (b) AT ZEEES
Accumulated Other
losses reserves
ZitEE H it fd 6
RMB’000 RMB’000
ARBTT ARBTT
At 1 January 2019 R=-ZE—-h&E—HA—H (113,366) 2,717,986
Comprehensive loss 2HER
Loss for the year REEZEE (377,221) -
Other comprehensive income Htt 2wk A
Currency translation differences EHERER - 7,215
Transactions with owners HEERBEAETZRS
Buy-back shares B E AR 97) (2,840)
Share based compensation AR S A5 2 F 18 - 80,685
Share purchase under shared award scheme RIER () 22BN 51T 2188 B D - (21,247)
Exercise of share options 1T B AR - 785
Redemption of convertible bonds-equity portion fE o AT R B — gD 3,364 (3,364)
At 31 December 2019 and 1 January 2020 R-B-hE+=A=+—H
E=—E-_Z2F—-H—H (487,320) 2,779,220
Comprehensive loss 2HEE
Loss for the year RNFEEBIE (709,665) =
Other comprehensive income Htt2mEEA
Currency translation differences EMELER - (12,310)
Transactions with owners HEEZEEAETZRS
Issuance of new shares BT - 200,116
Buy-back shares EAEE ) (997) (12,360)
Share based compensation PARRIA 2 A5 2 18 = 31,395
Share purchase under shared award scheme BIER ) 2R 5T 2188 B I D - (17,577)
Exercise of share options e iibed - 214
Redemption of convertible bonds-equity portion B AR ES — RIEE D 11,352 (12,359)
At 31 December 2020 N-_EB-ZFE+=-A=+—H (1,186,630) 2,956,339
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

45 RELATED PARTY TRANSACTIONS 45 BBALRE
(a) Key management compensation (a) BAREEAETHMH
The remuneration of directors and other members of key FRNESRAMBAREENE 2 FH
management during the year were as follows: I

2020 2019
SEs —T-nE

RMB’'000 RMB'000
ARETT ARETT

Salaries and other short-term employee benefits %% K& H #0458 HifE E12 7 6,972 8,751
Share-based payments LARD B ERE 2 3R 33,571 51,134
40,543 59,885
(b) Related party transaction (b) BEALRES
Other than those disclosed elsewhere in the consolidated financial BRE I REREMIDTETREIN - K
statements, transactions were carried out with related parties in SEN AT EBIZP EER A TETR
normal course of Group's business. Z

2020 2019
. —TNF

RMB’000 RMB'000
ARBT R ARETT

Associates (note i) B A R) (T E) 40,901 38,768
Associates (note ii) SNl 9,587 4,994
Joint venture (note iii) A& EIEI) = 1,132
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

45 RELATED PARTY TRANSACTIONS (continued)

(b) Related party transaction (Continued)
The Group has granted loan receivables to certain associates, a
joint venture and certain key management personnel of the Group
and subsidiaries. The loans are charged at terms mutually agreed
by the parties concerned or in accordance with the terms of the
underlying agreements, where appropriate.

Note:

U]

(iii)

HC GROUP INC.

Bank borrowings of RMB548,000,000 (2019: RMB563,000,000) were
provided by Inner Mongolia Hohhot Jingu Rural Commercial Bank
Company Limited. The interest on the borrowings are charged at
terms mutually agreed by the parties concerned or in accordance with
the terms of the underlying agreements, where appropriate.

The Group has granted loan receivables and finance lease receivables
to certain associates, a joint venture and certain key management
personnel of the Group and subsidiaries. The interest on the loans and
finance lease receivables are charged at terms mutually agreed by the
parties concerned or in accordance with the terms of the underlying
agreements, where appropriate.

The Group provided technical service fee to a joint venture. The

transaction was conducted at negotiated prices between transacting
parties.
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45 AL B @)

(b) BEEALRZ(E)

AEECAETHEAR  —HaZhE
IRAKERMEARZETRREEA
BRHRBIER - Z2FERIZAMZ I H
R 199 5E 2 16K AR I8 A 8 16 2 2 16k (A
A WEER

Wi -

() AEETFMERESAERNBESRT
BHBERAFRRHEBTEEARE
548,000,000 ( —F — 14 : AR
563,000,0007T) » ZEEEFBIZERH
BHHRABE ZAERIBIERE G EZ
R (B ) WEE A -

(i) ALECERETHEAF  —HEED
EURKEBRMBAR 2B THREE
EABRHERER K ERFREEER
He Z2EERRERBERETENE
BERSHTARBEZ GRAREEH
W ad 2 AR (3@ ) B E A -

@iy  ALER-FEEERUERMREE
Ao R HAR5ETIREHEBRE
7
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

45 RELATED PARTY TRANSACTIONS (continued) 45 BEBALIRS @)
(c) Related party balance (c) BEEEAL#SR
Saved as disclosed in note 20 and 36 to the consolidated financial @/E.\@’F B MERMT20 36T HES
statements, the Group has following balances with related parties as SN RZBZTFERZZE-NF+ZA

at 31 December 2020 and 2019, respectively.

E-f- EI B R T2 S8R0 B
mr e

As at 31 December
Rt+=—HA=+—-H
2020 2019

— ZENF
RMB’000 RMB'000

Bank borrowing and interest payable from:

An associate (note i)

Loan and interest receivable from:

AR¥T ARBETTT

REAUTALZETEER
FEASTFIE,
il /N T(Mﬁzi) 549,045 564,250

FEWIA T AL 2 EFREFE

Associates and a joint venture BENR R —HEE R 84,126 75,275
Deposit received from: BT AT#ZRS :
Associates (note ii) B N &) (3D 1,175 607
Key management personnel (note ii) R EIE A B (MI3Ei) - 2,440
Cash and cash equivalents from: KEUTALTZEG R

ReEEY
An associate (note iii) — A B~ &) (M i) 340 496
Finance lease receivables from: JEWATALTZMERE

TRIF -
Associates (note iv) e AR (M EEiv) 236,000 182,600
Trade receivables from: REUTATZEUARK
A joint venture (note v) —EE & (i) = 1,200
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For the year ended 31 December 2020 HZE-—Z-_ZTF+_A=-+—HILFE

45 RELATED PARTY TRANSACTIONS (continued)

(c) Related party balance (Continued)
Note:

(i) The balance represents bank borrowings from Inner Mongolia Hohhot
Jingu Rural Commercial Bank Company Limited, an associate of the
Group. As at 31 December 2020, borrowings of RMB228,000,000
was matured on 20 October 2020, and was interest bearing at a rate
of 7.1% per annum, and borrowings of RMB328,000,000 (2019:
RMB335,000,000) will mature on 15 October 2021, and is interest
bearing at a rate of 7.4% per annum (2019:7.4%per annum). Part
of the borrowings of RMB220,000,000 (2019: nil) will mature on
15 September 2022, and is interest bearing at a rate of 6.9% per
annum. These borrowings are guaranteed by another associate of the
Group.
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45 AL B @)

(c) PBAREATAERR(E)

FaE -

U]

ZERIEREAEE —HBEARA
SEFAERS A ENEERITRNE
BARZIEITEE KT+ =
A=+—H " {88 AR#¥228,000,000
TRZZ-ZZF+AZ+BEH I
BREMEII%TE  MIEEARE
328,000,000 (= ZF— & AR#
335,000,0007T) R =T =—F+A
THBEE  TREFNEILA%(ZT
—NEF FRRTA%)TE - BHEE
AR%220,000,0007T(=ZZF—4F : &)
BRZZEZZFAATREBRE - WiE
EFE69I%NE - ZFEERAKEY
5 E N RIERIR -
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For the year ended 31 December 2020 HE-—Z-_TF+_A=+—HI-FE

45 RELATED PARTY TRANSACTIONS (continued)

(c) Related party balance (Continued)

Note: (Continued)

(i)

(iii)

The balance includes deposits received by a financing services
company of the Group from certain associates and key management
personnel of the Company as guarantee for the loan granted to their
customers. The deposit would be refunded upon the repayment of
the loans.

The balance represents current deposits placed in Inner Mongolia
Hohhot Jingu Rural Commercial Bank Company Limited, an associate
of the Group.

The balance represents finance lease receivables of RMB193,000,000
(2019: RMB139,600,000) from Zhongmo Group, which become an
associate of the Group since 26 December 2019. The finance lease
receivable will mature from 2021 to 2022 and are interest bearing
at rate of 10% per annum. Another finance lease receivable of
RMB43,000,000 (2019: RMB43,000,000) to Zhejiang Huicong will
mature on 2022 and are interest bearing at rate of 8% per annum.

During the year ended 31 December 2019, the Group provided
technical service to the joint venture. The trade receivable was fully
settled during the year ended 31 December 2020.
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45 A LR B @)

(c) PBAREAT#ERR(E)

BifeE : ()

(ii)

(i)

(iv)

ZEHEEAEE-HREREARM
FEBETHERRL —RRREREA
BUmzEZEE  FARTEEFPZER
R - MEBERE - ZIREF TRE -

ZAEBEFHNAEEN — A E QR
ARHTFIER S RENEERTRN
BRABZREFR

REREERFEER(E =S —NF
FTZAZFRNBRKAAEEZBER
A)) 2 & T E 5B A R# 193,000,000
T(ZZT—hF  AR¥ 139,600,000
) e EMBmEREREEN _T=_—F
BT FHE WIREFE10%ET
B B—EEHNIZB BERSRE
U 7 IH A R #43,000,0007C (= F — A,
F: AR¥43,000,00070) R - ==
FRIE - WIRFFES%ETE ©

HE-ZT-NF+ZA=+—HLF
B AEEEEE D REIRHBITRE -
BRRFNEERBE_Z_2F+=
A=+—BILFERELES -
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For the year ended 31 December 2020 HE-_Z-_ZTF+_A=+—HIFE

46 EVENTS AFTER THE DATE OF STATEMENT OF
FINANCIAL POSITION

(a)

(b)

Deemed disposal of 16.05% equity interest in
Panpass

On 1 December 2020, Panpass Information Technology Co., Ltd
("PanPass”), a non-wholly owned subsidiary of the Group, entered
into agreement with Beijing Xingshi Investment Holding Company
Limited (“Subscriber”) whereby PanPass issued and the Subscriber
subscribed 14,150,000 new ordinary shares of PanPass.

Prior to the date of the agreement, the Group held 80.25% equity
interest in Panpass is PanPass. Upon Completion on 25 January
2021, the Group’s equity interest in PanPass who diluted to
64.20%.

Disposal of the entire interest on Tianjin Guokai

On 5 January 2021, the Group, Beijing Little Rhino Horn
Technology Co., Ltd., Tianjin Guokai Ruiton Education Technology
Co., Ltd. and Hong Kong Huicong International Group Limited
entered into an equity transfer agreement, pursuant to which the
Group has conditionally agreed to transfer the entire equity interest
in Tianjin Guokai to Beijing Little Rhino Horn Technology Group
Limited at the consideration of RMB300,500,000.

Upon Completion, the Group will no longer hold any equity
interest in Tianjin Guokai which will cease to be a subsidiary of the
Company, and the financial statements of Tianjin Guokai will no
longer be consolidated into those of the Group.
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46 MR KBHERNEH

(a)

(b)

RIEHE KIS 216.05% IR FE

RZZBZZF+-A—H  ~EHEFZE
MEARIRKEEERMERGERA
A)(IJk1Z 1) #2Beijing Xingshi Investment
Holding Company Limited([ZEEA 1)ET
S MKEETARBAREKE
14,150,000 88T & 3@ % -

Rz B8 A5BEREKE
80.25% 2 ki - R_ZT - —5—A
ZtHRBREKE ARERKEFEZR
EEET64.20% °

HEXZHEBZ2BER
R-ZE——F—FAA  A£E - 7N
EARHEERAR - KEEMGRRAER
BRBERAAREAZBREAREEER AR
BTN RS R R - IR - AEEB KM
FZEEN 2R 2 RE TR
BEANEEERERAR  REAARE
300,500,0007T °

TR - AREETBRAERREMZE
AR - MR BAARRZH
BATR - BR2ERZMBREE BN
REEZ B HRTETAHRE
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