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Chairman’s Statement
FERE

Dear Shareholders,

On behalf of the Board of Apex Ace Holding Limited, | hereby present the
audited annual results of the Group for the Year.

During the Year, COVID-19 had a significant influence on the global
economy, and the semiconductor market was best characterised as two
halves with completely different business trends. In the first half year,
the demand was depressed and some manufacturing centers were
temporarily shut down to restrict the spread of the virus. In the second half
year, the market experienced a very robust rebound in demand for high-
speed products, resulting in shortages of various components and finished
goods.

The COVID-19 pandemic has rapidly shifted the global economy towards a
‘new normal’ comprising work-from-home and online class arrangements,
and the Group has benefited from such trends with increased business
from its customers serving the mobile, IT and consumer electronics
segments. Thanks to the strategic adjustment in its product portfolio as a
way of satisfying the production needs of its customers and the stringent
cost control measures as a way of improving operating efficiency, the
Group delivered solid results during the unprecedented situation. Despite
a 9% decrease in revenue, the Group reduced the loss attributable to
owners of the Company from HK$17.0 million in 2019 to HK$5.1 million for
the Year.

To ensure stable business operations in light of the impact of COVID-19,
the Group spared no effort in securing new products with high margin
to diversify its product offerings. Through a combination of internal
development and acquisition of distributorship rights completed during
the Year, the Group achieved progress in expanding ties with major
electronics distribution companies and upstream manufacturers. The
Group’s enhanced and broadened product portfolio not only drove
business momentum and improved the level of customer engagement,
but also added significant value to its performance.
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Chairman’s Statement
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Additionally, the Group maintained a relatively high inventory level at
year end to meet manufacturing customers’ demands amid the market
shortage. With enhanced sales and marketing operations, the Group was
able to achieve better cost management and operational efficiency and
helped customers mitigate the risks emerging from resource procurement
due to short lead times and last-minute order confirmations. The Group
continued to work closely with its customers to avoid stockpiling.

Looking forward, the Group is optimistic that the overall market demand
will improve throughout 2021. Following a resilience during the first
quarter, the market is recovering from the pandemic and consumer
confidence is expected to improve after vaccinations are rolled out around
the world. Meanwhile, the market has seen cloud, artificial intelligence, and
machine-learning growth, robust mobile demand driven by 5G, and strong
gaming and automotive sectors.

The market for semiconductors in computing systems has outpaced the
overall semiconductor market on the back of social distancing measures
aimed at preventing the spread of COVID-19, requiring people to work
or study at home and thereby greatly driving demand for personal
computers and servers. Furthermore, the dispersal of workers and students
away from centralised locations has forced cloud service providers,
telecommunications providers, and corporate IT departments to invest
in their computing infrastructure. Such growth is expected to continue
in the near to mid-term due to the increasing demand for computational
capabilities.

The pandemic has also fueled demand for digital entertainment. The
next generation of customer electronic products will be more centered
around data applications which will propel continuous demand for more
powerful chips. Investment in processors is expected to continue and
further innovations in materials are needed in order to meet the increasing
demand for microchips in terms of performance and durability, as well as
energy and cost-efficiency.

The accelerated rollout of 5G infrastructure across the world will drive
demand for high-capacity memory and storage used by data-intensive
mobile applications in smartphones and other mobile devices. In the PRC,
there are over 700,000 base stations across the country, making it one of
the largest coverage areas in the world. It is believed that more than 6
million base stations are needed to cover the entire country. This will have
a downstream effect on semiconductor sales for years to come and will
result in a new level of market growth for the industry.
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The market of electric vehicles is forecast to surge in light of commitment
to achieve carbon neutrality of various governments. In the PRC, the
recently announced 2060 carbon neutrality goal has signaled a fast
transition into electric vehicles, prompting electric vehicle sales to reach
6 million units, comprising 20% of total new car sales in the country in
2025. Demand for automotive semiconductors has increased alongside
the trend of switching to electric and hybrid cars, which use significantly
more power semiconductor content in order to control components.
However, the automotive market is currently experiencing shortages in
many semiconductor products due to reduced production in early 2020.
The prices of automobile chips are expected to remain high in the next 5
to 10 years.

Demand for industrial applications is recovering at a rapid pace. Given
that semiconductors are the key components of technologies that
drive infrastructure such as water systems and energy grids, and the
manufacturing of home appliances and medical care systems, chip sales
will climb as business activities are increased as the industry picks up once
again after it was forced to come to a standstill.

All in all, the COVID-19 pandemic has posed a sizeable challenge to
the semiconductor market and the global economy alike. The strong
execution and unwavering commitment from employees, customers, and
suppliers have enabled the Group to navigate the current environment.
Despite near-term challenges, market drivers have remained intact. The
commercial rollout of 5G, and the boom in video games, telecommuting
and automotive sectors have given impetus to the demand for digital
storage and general electronic component products from the Group. The
Group will continue to diversify its product portfolio and customer base
and will enhance its competitiveness to ensure that it makes further strides
and develop in a quality manner. In addition, it will continue to adopt a
prudent approach towards business development and strive to deliver
favorable returns to Shareholders despite the difficult times.

Lee Bing Kwong
Chairman
26 March 2021
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Management Discussion and Analysis

BIRE R wm Mo

BUSINESS REVIEW

The Group is a Hong Kong-based distributor of semiconductors and other
electronic components and is engaged in the supply of digital storage
products and general electronic components along with the provision
of complementary technical support. It focuses on identifying, sourcing,
selling and distributing quality electronic components produced by
branded upstream manufacturers to downstream manufacturers within
the technology, media and telecommunications sector in the PRC and
Hong Kong.

In view of the challenging business environment in the Year caused by
the COVID-19 pandemic, the Group has implemented measures to control
costs while strengthening its product lineup. The Group also worked
closely with suppliers to ensure continuity of its inventory to minimise the
impact of any logistics delays. Consequently, the Group delivered solid
results during the unprecedented situation.

By product type
Digital Storage Products

The Group's Digital Storage products include DRAM, FLASH and MCP
memory products, which are widely applied to multimedia and mobile
devices such as set-top boxes, smart TVs, wearable devices, mobile phones,
etc. These products also include optical and mass storage products, which
are mainly used in enterprise-level storage and server systems.

During the Year, revenue generated from this product segment decreased
by 15.8% to HK$1,173.7 million (Year 2019: HK$1,393.7 million), mainly
due to a combination of a decrease in volume of products sold and the
competitive pricing environment. However, gross profit of the segment
increased to HKS66.2 million (Year 2019: HKS57.5 million), up by 15.1%
when compared with the same period last year. Gross profit margin
increased to 5.6% (Year 2019: 4.1%), which was mainly attributable to a
higher percentage of revenue derived from sales of certain digital storage
products for consumer electronics delivering relatively better gross profit
margin.

General Components

General Components include switches, connectors, passive components,
main chips, sensors, power semiconductors and analog-to-digital
converters, which are mainly designed for use in mobile and multimedia
devices.

The Group achieved healthy revenue growth in this segment during
the Year. Revenue from this segment increased by 7.2% year-on-year,
increasing from HKS$543.2 million in Year 2019 to HK$582.3 million in the
Year. However, the prices of most general components fell, narrowing
gross profit of this segment by 24.4% to HK$72.9 million (Year 2019:
HK$96.3 million). Gross profit margin fell to 12.5% (Year 2019: 17.7%).
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FINANCIAL REVIEW
Revenue

The two major product segments, namely (i) Digital Storage Products; and
(ii) General Components, contributed 66.8% and 33.2% of the Group's total
revenue during the Year respectively.

The Group's revenue for the Year was HK$1,756.0 million (Year 2019:
HK$1,936.8 million), representing a drop of 9.3% from the previous year.
The decrease was a result of a combination of (i) weaker global demand for
consumer electronic products after the COVID-19 outbreak; and (i) a drop
in demand for memory products.

Gross profit and gross profit margin

The Group's gross profit for the Year amounted to HK$139.0 million (Year
2019: HK$153.8 million), representing a decrease of 9.6% when compared
with last year. The gross profit margin is 7.9%, which is at the same level as
in Year 2019.

Other income and decrease in fair value of investment property

During the Year, the Group recognised a loss arising from changes in the
fair value of an investment property of HK$0.7 million (Year 2019: HKS$2.3
million). The other income increased from HK$3.8 million in Year 2019 to
HK$11.9 million in the Year, which was mainly due to receipt of HKSAR
Government subsidies as well as increased rebate from a vendor.

Impairment loss on trade receivables

An impairment loss on trade receivables of HK$18.8 million was recognised
during the Year (Year 2019: HK$12.2 million). The increase in provision
under the expected credit loss model was due to a significant increase in
expected loss rate.

Distribution and selling expenses

The distribution and selling expenses mainly include salaries of marketing
and sales staff, commission expenses, transportation fees, freight charges,
declarations and sample expenses. For the Year, distribution and selling
expenses amounted to approximately HK$62.1 million (Year 2019: HKS$78.1
million), mainly as the result of a drop in commission fees spent in a more
efficient sales operation.

Administrative expenses

Administrative expenses primarily comprise salaries and benefits (including
emoluments to executive Directors), legal and professional fees, insurance,
short-term lease expenses and other premises fees, foreign exchange
differences, bank charges and depreciation expenses. The Group’s
administrative expenses decreased by HK$2.2 million to HK$59.6 million in
Year 2020 (Year 2019: HK$61.8 million), resulting from saving in insurance
and bank charge for factoring facilities.
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Finance costs

The Group's finance costs mainly represent interest expenses on its bank
borrowings during the Year. Such bank borrowings were obtained by the
Group for general working capital needs. The Group had finance costs of
approximately HKS6.6 million (Year 2019: HKS$7.1 million). The decrease in
finance costs was the result of an overall decrease in the use of factoring
loans and a drop in interest rate.

Net profit/(loss) for the Year

Net profit for the Year amounted to HK$0.1 million, compared with a net
loss of HK$9.1 million in Year 2019.

Net loss attributable to the owners of the Company

The net loss attributable to the owners of the Company for the Year was
HKS$5.1 million, compared with a net loss of HK$17.0 million attributable
to the owners of the Company in Year 2019. The increase in doubtful debt
provision was partly offset by savings in distribution and selling expenses,
administrative expenses and finance costs.

LIQUIDITY AND FINANCIAL RESOURCES

During the Year, the Group met its liquidity requirements principally
through a combination of internal resources and bank borrowings. The
Group's cash resources as at 31 December 2020 were approximately
HK$95.0 million (31 December 2019: HK$211.8 million) and were mainly
denominated in HKS and USS.

As at 31 December 2020, the Group's total outstanding bank borrowings
amounted to HK$478.8 million (31 December 2019: HK$346.1 million),
which mainly comprised bank factoring loans, import loans, trust receipts
loans, instalment loans and revolving loans. The Group's bank borrowings
that were unrestricted and carried at amortised cost with a clause of
repayment on demand are classified as current liabilities. Majority of
the bank borrowings were denominated in USD. Details of the bank
borrowings of the Group are set out in note 22 to the consolidated
financial statements. The gearing ratio increased from 109.2% (restated)
as at 31 December 2019 to 149.2% as at 31 December 2020 as a result
of higher utilisation of banking facilities for potential sales growth in
first quarter of 2021. Gearing ratio is calculated based on total loans and
borrowings divided by total equity at the respective reporting dates.

As at 31 December 2020, the Group breached the covenant requirements
relating to the Group's net tangible assets of certain banking facilities with
a bank and has obtained one-off waiver from strict compliance with the
covenant requirements in relation to all the outstanding bank borrowings.
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The Group's financial statements are presented in HKS. The Group carried
out its business transactions mainly in HKS, RMB and USS. As the HKS
remained pegged to the USS, there was no material exchange risk in this
respect. As the portion of RMB revenue is insignificant, there is no material
exchange risk in this respect. The Group currently does not have any
interest rate hedging policies. However, the management monitors the
Group's exposure to interest rate risk on an ongoing basis and will consider
hedging that risk should the need arise. Credit risk was mainly hedged
through credit policy and factored into external financial institutions.

CONTINGENT LIABILITIES

As at 31 December 2020, the Group did not have any material contingent
liabilities.

CHARGES ON ASSETS

As at 31 December 2020, the banking facilities of the Group were
secured by its trade receivables with an aggregate carrying amount of
approximately HK$229.3 million (31 December 2019: HK$270.9 million),
the legal charge over the investment property of the Group of HK$51.0
million (31 December 2019: HKS51.7 million), the Group's leasehold land
and buildings valued at approximately HK$50.3 million (31 December
2019 (restated): HK$50.2 million), personal guarantee executed by Mr. Pai
Yin Lin (a director and a non-controlling shareholder of Subsidiaries) and
corporate guarantees executed by the Group.

DIVIDEND

The Board has resolved not to recommend any final dividend for the Year
(Year 2019: Nil).

CHANGES IN ACCOUNTING POLICIES

During the Year, the Group elected to change the method of accounting
for leasehold land and buildings classified as property, plant and
equipment, as the Group believes that the revaluation model provides
more relevant information to the users of its financial statements. Further
details of change in the method of accounting are set out in note 2(c) to
the consolidated financial statements.

EMPLOYMENT AND REMUNERATION POLICY

As at 31 December 2020, the Group had 128 employees (as at
31 December 2019: 122) in Hong Kong and the PRC. The Group’s
remuneration policy is built on the principle of equitability with incentive-
based, performance-oriented and market-competitive remuneration
packages for its employees. Remuneration packages are normally
reviewed on a regular basis. Other staff benefits include provident fund
contributions, medical insurance coverage and performance-based
bonuses. In addition, the Company has adopted a share option scheme
and a restricted share reward scheme as incentives or rewards for eligible
participants for their contribution to the Group, and the Company also
provides continuous training to its employees to improve their marketing
skills and enhance their product knowledge.
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USE OF NET PROCEEDS FROM LISTING

The net proceeds received by the Company from the Global Offering
amounting to approximately HK$116.9 million after deducting
underwriting commissions and all related expenses are to be used in the
manner consistent with that mentioned in the section headed “Future
Plans and Use of Proceeds” in the Prospectus. The net proceeds received
have been applied by the Group from 16 March 2018 up to 31 December
2020 as follows:

Actual Use of

RS RERERR

LR BHEAe RFABRBRZE A2 F
BE2REEWEMMESRIEFEN11698 S
BT ABRERI KRR EI RFABHRIER
B —BAXNER - AEEE =
T NF=ZA+"BREE_ZT-_FTF+—
A=+—H1LERC KIS RIBFENA
T

Net Proceeds Expected
Application of from Global timeframe of
NetProceeds  Offeringupto  Actual Use of Percentage of ~ full utilisation
asstated in 31 December Net Proceeds Unused Unused  of unused Net
the Prospectus 2020  during the Year Net Proceeds Net Proceeds  Proceeds
B2
ZRIRE
+=A=t-H
RARER ERER AEE xR BHBAKER
gt ki 2HEE BRER AER FERE  FEREREN
BRERE  FERERE  FERERE  FERERE FERAM BHREER
HK$'000 HK$'000 HK$'000 HK$000 %
AR TEn AR THL %
Repayment of bank loans EERTEN 39045 39045 i = =
Establishing a new product and FRERRALHA 2810 2100 700 710 5 Q42
development department “EC-EEME
Strengthening salesand marketing ~ BIBEIEA B RiRftsE 10,750 9000 3000 1750 16 Q32021
and technical support team by IASHE - R i S S
recruiting staffand providing trainings AT B
Fhancing warehouseand officein ~~ MERBNAERHER 4600 1791 81 2800 61 Q32021-Qu202
Hong Kong “E--F%°%5%
“E_CFECF
Installng enterprise resource planning. - ZELEERRBIZER 709 3757 25 3333 4 Q3200-Q 202
and supporting software TR “E--FF-3%
—S-CFECF
Establishing newofficesinthe PRC AR BERUFHER 5007 5007 4709 = .
Acquistion and establishment of BEREUMIEHER 35888 - - 35888 100 Q32021-Q2 2022
Shenzhen head office ZEC-EF-FE
“E_CFECF
Working capitalfor general fE-RAARENEE 11,690 11,690 2 2 7
corporate purpose 253
116,900 72410 9495 44490 38
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There is a delay in the expected timeframe of the full utilisation of unused
net proceeds, and the Group is expecting to utilise the balance of the net
proceeds on the above-mentioned items between year 2021 and year
2022, due to the following reasons: (i) as a result of the uncertainty caused
by the unprecedented COVID-19 pandemic, the scale of adverse impacts of
the COVID-19 pandemic on the global and domestic economy will remain
unpredictable; and (i) most manufacturers’ productions have returned to
normal capacity after the first quarter of year 2021.

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES,
ASSOCIATES AND JOINT VENTURES

The Group did not have any material acquisitions and disposals of
subsidiaries, associates and joint ventures during the Year.

SIGNIFICANT INVESTMENTS HELD AND FUTURE PLANS FOR
MATERIAL INVESTMENTS OR CAPITAL ASSETS

Reference is made to the announcement of the Company dated 30
September 2019 whereby it was announced that an indirect wholly-
owned subsidiary of the Company entered into an acquisition agreement
with the vendor and the guarantors for the transfer of the distributorship
rights for electronic components and other ancillary products from the
vendor at a consideration of US$5.0 million. The acquisition was completed
in the Year at a reduced consideration of US$3.0 million while part of the
distributorship rights for electronic components ceased to be transferred.

Meanwhile, reference is made to the announcement of the Company
dated 18 September 2020 in respect of a sale and purchase agreement
in relation to the acquisition of 60% of issued shares in the target
company from the vendor. In view of the overall operating conditions
and performance of the target company, the vendor and a direct wholly-
owned subsidiary of the Company as the purchaser entered into a deed
of termination whereby the parties mutually agreed to terminate the
agreement. For further details, please refer to the announcement of the
Company dated 30 November 2020.

SUBSEQUENT EVENT

The Board is not aware of any significant event affecting the Group and
requiring disclosure that has been taken place subsequent to 31 December
2020 and up to the date of this Annual Report.

PROSPECTS

Looking ahead, the demand for semiconductors will continue to grow
robustly in the near future due to a combination of post-pandemic
recovery and the industry’s wave of increasing chip inventories. As the
US is putting more Chinese technology companies on its blacklist, more
domestic players are following the example of a Chinese technology giant
to add more chips to their inventories in case of any unexpected changes.
The overall market demand is expected to further improve throughout
2021 on the back of economic recovery from the COVID-19 pandemic,
although this increase is partly offset by the declines of some consumer
electronic products.
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With social distancing measures in place, demand for home entertainment
such as gaming devices and audio equipment is on the rise. People have
been turning to online gaming platforms as a replacement for public
spaces and these consumer electronics are becoming a vital source
of social interaction. In addition to the technology heavyweights who
have been active in the gaming market, a few other major brands have
stepped into the competitive gaming ring, hoping to gain a share in the
gaming market. The list of consumer electronics vendors is expected to
grow and the demand for processors, NAND flash and DRAM component
underpinning consumer electronic products will extend beyond 2020.

Likewise, demand for automotive semiconductors is continuing to rise due
to greater complexity in car designs. Global automotive manufacturers are
keen to introduce innovative sensors, mapping applications, and other
new technologies along with the expansion of electric vehicles (EVs).
Semiconductors are in particularly high demand because of the pandemic-
driven popularity of consumer electronic devices. This was complemented
by a forecast-beating uptick in demand for new cars in the last quarter of
2020. The shortage of automobile chips, meanwhile, is continuing, and
with a rise in chip prices the situation is expected to continue well into
2021,

The PRC has positioned “new infrastructure” construction as a key policy
pillar of its post-pandemic economic recovery. The country will develop
next-generation information networks and expand 5G applications while
more charging facilities will be built to promote wider use of new energy
vehicles. There are over 700,000 base stations across the PRC, making for
one of the largest coverage areas in the world. It is believed that more
than 6 million base stations are needed to cover the entire country. The
government-led stimulus initiative is likely to not only boost consumption,
but also enhance the sustainability of growth. Investment in new
infrastructure will bring a new round of market opportunities for electronic
products.

The pandemic is driving changes in consumer and corporate practices
around the world. While some companies are delaying planned hardware
upgrades and other long-term migration projects in the face of the
economic downturn, people are significantly increasing their online
activity, including e-commerce, working-from-home and online learning.
Trends such as workforce flexibility are likely to drive demands for laptop
and tablet as well as additional data center capacity requirements. Demand
for enterprise IT and enterprise cloud solutions is also expected to remain
stable.

Within industrial applications, the major demand drivers for
semiconductors including investments in medical electronics and power
and energy products are expected to propel demand in the coming
months as manufacturing activities begin returning to normal levels with
operations almost in full swing.
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In view of the aforementioned industry trends, the Group will continue its
diversification strategy and take measures to expand its business in the
telecommunications, automotive and consumer electronics end-market.
Leveraging the acquisition of distributorship rights completed during the
Year, it will serve its customers with a wider product portfolio in the rapidly
changing and advancing electronic component distribution market.

The Group will also implement more stringent financial management so as
to support greater growth. To that end, it will align its overall cost structure,
capital investments and other expenditures with its expected revenue,
development plans and market conditions. In view of the underlying credit
risk arising from heightened economic uncertainty due to the COVID-19
outbreak, the Group will strengthen its credit control in the coming year.

To conclude, the Group remains cautiously optimistic about market
developments as it has worked to maximise the potential of its product
portfolio and operating model. The Group believes that its growing
portfolio addresses emerging and disruptive automotive, industrial and
cloud-based applications and will position itself as a future leader in the
microelectronics industry. Against the backdrop of global economic
uncertainties, the Group will continue to diversify its product portfolio
and customer base so as to defend against economic headwinds and
industrial challenges and enhance its competitiveness to stride forward in
a prosperous manner.
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Biographies of Directors and Senior Management
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EXECUTIVE DIRECTORS

Mr. Lee Bing Kwong (“Mr. Lee”), aged 66, the founder of the Group and
the Controlling Shareholder, was appointed as an executive Director on
4 July 2012 and is also the CEO and the Chairman as well as the chairman
of the Nomination Committee and a member of the Remuneration
Committee. Mr. Lee is also a director of certain Subsidiaries. Mr. Lee
obtained a bachelor's degree of applied science from the University of
Toronto, Canada in 1980. Mr. Lee established Nicegoal Investments in 1987
with business mainly in manufacturing of personal computer motherboard
and trading of components and accessories for personal computer and
AVT in 1992 which started its business of trading of electronic components
in 2005. Prior to the establishment of Nicegoal Investments, Mr. Lee acted
as sales engineer and marketing engineer in the sales and marketing
department of Motorola Semiconductors (HK) Limited during the period
from 1981 and 1985. Mr. Lee has been active in the semiconductor field for
more than 30 years. Mr. Lee is the sole director of Best Sheen Limited, the
Controlling Shareholder. Mr. Lee is the husband of Ms. Lo Yuen Lai and the
brother-in-law of Mr. Lo Yuen Kin, both being executive Directors and the
father of Mr. Lee Chak Hol, being the deputy CEO.

Mr. Lo Yuen Kin (“Mr. Lo”), aged 58, was appointed as an executive
Director on 21 February 2014. Mr. Lo is also a director of certain
Subsidiaries. Mr. Lo joined our Group in May 2012 as finance director.
Mr. Lo has also been a project manager of AVT since August 2020. Mr. Lo
obtained a bachelor's degree of engineering from The Cooper Union for
the Advancement of Science and Art, New York, US in 1988 and a master’s
degree of science (aeronautics and astronautics) from Stanford University,
California, US in 1990. In 1987, Mr. Lo was elected by The Cooper Union —
Cooper Union Pi Phi Chapter and declared a certified member of Pi Tau
Sigma Fraternity. Further, Mr. Lo has been a responsible officer of Positano
Wealth Management Limited for the supervision of Type 4 (advising on
securities) and Type 9 (asset management) regulated activities under
the SFO since September 2017 and was a responsible officer of China
Shenghai Investment Management Limited responsible for the supervision
of Type 1 (dealing in securities) (for the period from September 2009 to
August 2013), Type 4 (advising on securities) (for the period from April
2009 to August 2013) and Type 9 (asset management) (for the period
from April 2009 to August 2013). During the period from December 2002
to February 2007, Mr. Lo worked for SinoPac Capital Limited as director
of equity trading. During the period from 1990 to 2016, Mr. Lo worked
with various financial institutions and accounting firm, including Price
Waterhouse, Credit Lyonnais (Asia) Limited, Mees Pierson Securities (Asia)
Limited, Morgan Grenfell Asia Securities (HK) Limited, BZW Asia Limited,
China International Capital Corporation (Hong Kong) Limited, ING Baring
Securities (Hong Kong) Limited, G.K. Goh Securities (HK.) Limited and YGD
Asset Management (HK) Limited. Mr. Lo is the younger brother of Ms. Lo
Yuen Lai and the brother-in-law of Mr. Lee, both being executive Directors
and the uncle of Mr. Lee Chak Hol, being the deputy CEO.
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Ms. Lo Yuen Lai (“Ms. Lo”), aged 65, was appointed as an executive
Director on 22 March 2019. Ms. Lo is also a director of certain Subsidiaries.
Ms. Lo worked as the assistant to the chief executive officer of AVT, an
indirect wholly-owned Subsidiary, from August 2015 to February 2018 and
has been the sales director and a director of AVT since February 2018 and
March 2019 respectively. Ms. Lo has also been a director of I-Sky Electronic
Limited, an indirect wholly-owned Subsidiary, since March 2004. She
served as a non-executive director from April 2010 to July 2010 and as an
executive director and the deputy chairman of the board from July 2010
to June 2013 of CIL Holdings Limited, the shares of which are listed on the
Main Board of the Stock Exchange (stock code: 479). Ms. Lo is the wife of
Mr. Lee, being the Controlling Shareholder, the Chairman, the CEO and an
executive Director, the elder sister of Mr. Lo, being an executive Director,
and the mother of Mr. Lee Chak Hol, being the deputy CEO.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Cheung Siu Kui (“Mr. Cheung”), aged 71, was appointed as an
INED on 15 February 2018. He is also the chairman of the Remuneration
Committee and a member of each of the Audit Committee and the
Nomination Committee. Mr. Cheung obtained a bachelor's degree of
applied science from the University of Toronto, Canada in 1975. Mr. Cheung
was elected as a member of the Association of Professional Engineers of
the Province of Ontario, Canada and the Institution of Electronic and Radio
Engineers in 1977 and 1983 respectively. Mr. Cheung retired in 2008. Prior
to Mr. Cheung'’s retirement, he acted as vice president (Greater China
Operation) of Renesas Technology (Hong Kong) Limited during the period
from 2003 to 2008 responsible for, amongst others, strategic planning and
operation support for the Greater China Market. During the period from
1983 to 2003, Mr. Cheung worked with various electronic components
companies, including Motorola Semiconductors (HK) Limited and Hitachi
Electronic Components (Asia) Limited; and was responsible for the sales
and marketing of electronic components.
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Mr. Yim Kwok Man (“Mr. Yim”), aged 52, was appointed as an INED on
15 February 2018. He is also the chairman of the Audit Committee and
a member of the Remuneration Committee. Mr. Yim has over 20 years'
experience in the areas of corporate finance, debt and equity capital
markets, asset management and merger and acquisition advisory. He
has been a fellow member of The Association of Chartered Certified
Accountants in the UK since 2003 and an associate member of the Hong
Kong Society of Accountants (now known as The Hong Kong Institute
of Certified Public Accountants) since 2002. Mr. Yim is currently an
independent non-executive director of Tsui Wah Holdings Limited, the
shares of which are listed on Main Board of the Stock Exchange (stock
code: 1314), with effect from November 2012. Mr. Yim is also a non-
executive director of Star Properties Group (Cayman Islands) Ltd., the
shares of which are listed on Main Board of the Stock Exchange (stock
code: 1560), with effect from March 2016. Mr. Yim was a responsible officer
of Odysseus Capital Asia Limited (formerly known as GALAXY CAPITAL
LIMITED), a corporation licensed under the SFO, for Type 6 regulated
activity (advising on corporate finance) till July 2014. Mr. Yim graduated
with a bachelor's degree of engineering in civil engineering from Hong
Kong Polytechnic (now known as The Hong Kong Polytechnic University)
in 1991 and obtained a master in business administration degree from The
Chinese University of Hong Kong in 1994. Prior to joining our Group, Mr.
Yim served as a non-executive director of Eternite International Company
Limited (now renamed as Larry Jewelry International Company Limited),
the shares of which are listed on GEM of the Stock Exchange (stock code:
8351), for the period from December 2010 to August 2011. From Mr. Yim's
graduation to present, he worked with various financial institutions and
investment banks, including Rabobank International Hong Kong Branch,
DBS Asia Capital Limited and CITIC Capital Markets Holdings Limited.

Dr. Chow Terence (“Dr. Chow”), aged 58, was appointed as an INED on
15 February 2018. He is also a member of each of the Audit Committee
and the Nomination Committee. Dr. Chow obtained a Bachelor of
Medicine and Bachelor of Surgery degree from The Chinese University of
Hong Kong in 1987. Dr. Chow has worked in various public and academic
units, including medicine, surgery, orthopaedics & traumatology, oncology,
anaesthesia and intensive care before starting his private general practice
in 1991. Dr. Chow founded Bright Growth Doctors & Associates in 1993,
which was the first private medical group in Hong Kong to have its own
CT (computerised tomography) machine. In 2000, Dr. Chow founded
TY Healthcare Corporation and has been its chairman and medical
director since then. From 2007 to 2012, Dr. Chow was appointed by the
Government of the Hong Kong Special Administrative Region as a Penal
Member of the Human Organ Transplant Board. He is currently a member
of the Hong Kong Medical Association and the Hong Kong College of
Family Physicians. Dr. Chow is also an Honorary Clinical Assistant Professor
in Family Medicine at the University of Hong Kong.
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Biographies of Directors and Senior Management

EERBRERERE

SENIOR MANAGEMENT

Mr. Lee Chak Hol (“Mr. CH Lee”), aged 29, joined our Group in
October 2015 and was appointed as deputy CEO. He is also a director
of certain Subsidiaries. He is mainly responsible for assisting the CEO in
daily management of the Group for relevant coordination with internal
management and external business alliances, including but not limited
to the operation and management of the Information Technology and
Human Resources Departments of the Group and the supervision of
internal control implementation. Mr. CH Lee obtained a Bachelor of Science
degree from the University of Toronto in November 2014. Prior to joining
our Group, Mr. CH Lee had worked with various financial institutions,
including the commercial banking department of The Hongkong
and Shanghai Banking Corporation Limited, and was responsible for
arrangement of trade and/or guarantee transactions for corporation, Denz
Capital Limited (primarily investing in private equity) as an intern and the
risk control department of UBS, responsible for internal control. Mr. CH Lee
is a son of Mr. Lee and Ms. Lo and the nephew of Mr. Lo Yuen Kin, all being
executive Directors.

Ms. Lau Wai Yee, aged 55, joined our Group in August 2018 and was
appointed as the Regional General Manager of the Group. Her scope of
duties include market development, sales and marketing and customer
development. She has over 20 years management experience in
electronics field on sales and marketing in listed company.

Mr. Ho Yuen Tung (“Mr. Ho"), aged 41, joined the Group in 2017
and was appointed as the financial controller of the Group in July 2018
and was promoted to Vice President, Finance in January 2021. Mr. Ho is
responsible for the Group’s financial management, including financial
budget, accounting, strategic planning, merger and investor relations. He
has extensive experience in auditing, financial and treasury management,
information technology, credit control as well as banking. He has
accumulated more than 15 years of experience in accounting, auditing
and financial management in international audit firms and listed company.
He holds a Bachelor's degree in Business Administration (Accounting) from
Hong Kong Baptist University. He is a fellow member of the Association of
Chartered Certified Accountants in the UK.

Ms. Leung Yuen Ting (“Ms. Leung”), aged 50, joined our Group in
May 2012 and was appointed as the financial controller of the Group
responsible for general financial management and daily financial
operations of the Group. Ms. Leung obtained her Bachelor of Business
(Accountancy) from the Royal Melbourne Institute of Technology
University, Australia, in September 2008. Ms. Leung has been a member
of the Hong Kong Association of Accounting Technicians since 1995. Ms.
Leung has over 25 years of experience in the accounting field. Prior to
joining our Group, Ms. Leung had worked as an in-house accountant for
various companies, including Far East Consortium International Limited,
Card Protection Plan Limited, AET Flexible Space (Hong Kong) Limited and
EQ Corporate Management (HK) Limited.
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Corporate Governance Report
TPEEAME

CORPORATE GOVERNANCE PRACTICES

The Company is dedicated to maintaining and ensuring high standards of
corporate governance practices and the corporate governance principles
of the Company are adopted in the best interest of the Group as well as the
Shareholders. The Company has adopted the applicable code provisions
and, where appropriate, adopted the recommended best practices as set
out in the CG Code as its own code of corporate governance.

The Company has complied with all the applicable code provisions as set
out in the CG Code during the Year, with the following exception:

Under code provision A.2.1 of the CG Code, the responsibilities between
the chairman and chief executive officer should be separate and should
not be performed by the same individual. Mr. Lee, who has considerable
experience in the semiconductor and other electronics components
industry, is the Chairman and the CEO. The Board believes that vesting
the roles of both the Chairman and the CEO in Mr. Lee has the benefit
of ensuring consistent leadership within the Group and enables more
effective and efficient overall strategic planning of the Group. The Board
considers that this structure will not impair the balance of power between
the Board and the management of the Company. The balance of power is
further enhanced by the Audit Committee, which comprises all INEDs and
is responsible for overseeing the internal control procedures of the Group.
The INEDs have free and direct access to the Company's independent
auditor and independent professional advisers when considered necessary.
The Board will, nevertheless, review the structure from time to time and
separate the roles of the Chairman and the CEO to two individuals, if
appropriate.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as the code for dealing in
securities of the Company by the Directors. A specific enquiry has been
made by the Company with each of the Directors and all the Directors
have confirmed that they had complied with the requirements set out in
the Model Code throughout the Year.

THE BOARD

The Board is responsible for the leadership and control of the Group and
oversees the Group's businesses, strategic decisions and performance.
The Board has delegated the day-to-day responsibility to the executive
Directors and senior management who perform their duties. The Board
has established the Board committees and has delegated to these Board
committees various responsibilities as set out in their respective terms
of reference. The responsibilities of these Board committees include
monitoring the Group’s operational and financial performance and
ensuring that appropriate internal control and risk management are in
place.

EEERER

ARRBO#R RERSKENTERERR
B MARBNEEERRTIRAUTE
REBARBRROFRENE - AR REHRN
8 A ST RIS (AniE A ) SR 1 = B )a T Al
SRS EFTRIEREBINEEER
SPAI o

RAFE  ARR—EETEEERTAM
FHIFTA A ST RNES - T XXUBTRERSD -

RIBRZEERTREA2MGZFRIGX - =
ERITRAAE 2 EERINARSY - BTER
Bl — ALH#E - TEE(RRFLEBLEM
EFTHITREBEERR) REF RITH
mE - BEZERR  BEREMTHARZA
B TFREURRASBEFHRN—E
REXG#E  WAIRESRCEBRAEER
MERREAE - EFTER/URBTSE
EEZCHAQNRTEE 2 HEH T -
BERRERE SRR FE  BZEZE
EHERBEFNTESEN AREER
SEMANEEBIRT - WY IFRTEEARN
HRSARRR - BREZEEARQANE
N AZEED N BEREARE o AT BEEEH
TR ZRE - YWNEERIESEE LT
BiaHHABDRBAMALEE -

ERETRESRS
ARRIERMEETAERESETALRT]
BHFEHTH - AAFEARESELARS
o MERESREERRENAFEERD
RSB TIRETRIFMEMATE

=
EEeARRERERAERUREELRE
ErFER REEAERKRR - EE22HKH
BEAERTRTEBENNTEST AR
EEE EESERUEFTLZESURKEZIE
BEZLKTZSEEZEE  FRBEER
ZEEELZESZANBERSE  c 2FES
ZEENRERREEASEEERIKE
R WHEREB S ENPEE R E R EERE
i)

ANNUAL REPORT 20203 19



Corporate Governance Report

_\I_I/_/\—f\—\
1FE 3= /Dflf&:l

As at the date of this Annual Report, the Board comprised three (3)
executive Directors and three (3) INEDs. The members of the Board during
the Year and up to the date of this Annual Report are set out below:

Executive Directors:

Mr. Lee Bing Kwong (Chairman and CEO)
Mr. Lo Yuen Kin

Ms. Lo Yuen Lai

INED:s:

Mr. Cheung Siu Kui
Mr. Yim Kwok Man
Dr. Chow Terence

The biographical information of the Directors and relationship between
the Directors are set out in the section headed “Biographies of Directors
and Senior Management” on pages 15 to 18 of this Annual Report.
Save for such relationship disclosed in the “Biographies of Directors and
Senior Management”, there is no other financial, business, family or other
material/relevant relationships among the members of the Board.

Chairman and CEO

The Company has appointed Mr. Lee Bing Kwong as the Chairman
and CEO, who is primarily responsible for overseeing the corporate
development and strategic planning of the Group.

INEDs

In compliance with the Listing Rules, the Company has appointed three
(3) INEDs, representing at least one-third of the Board, with one of whom
possessing appropriate professional qualifications or accounting or related
financial management expertise. The Company has received a written
confirmation from each of the INEDs in respect of their independence in
accordance with the independence guidelines set out in Rule 3.13 of the
Listing Rules. The Company is of the view that all INEDs are independent
during the Year and up to the date of this Annual Report.

Responsibilities, Accountabilities and Contributions of the
Board and Management

The Board is responsible for leadership and control of the Company and
oversees the businesses, strategic decisions and performance of the Group
and is collectively responsible for promoting the success of the Company
by directing and supervising its affairs. Directors take decisions objectively
in the best interests of the Company.

The Chairman leads the Board to formulate corporate mission, visions and

policies of the Group and to ensure that all Directors are properly briefed
on issues.
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All Directors, including INEDs, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to the Board for its
efficient and effective functioning.

All executive Directors actively involve in managing the affairs of the
Company with a good understanding of the business, and play important
roles in the daily operations, whilst all INEDs participate in the Board
meetings and bring their independent views and judgments on various
issues.

INEDs provide the Group with a wide range of skills, expertise and varied
backgrounds and qualifications through their regular attendance and
active participation at various Board committee meetings of the Company.
They bring independent opinion and judgment on the strategy and
policies to ensure that the interests of all Shareholders are taken into
account.

All Directors have full and timely access to all the information of the
Company and the management has an obligation to supply the Directors
with adequate information in a timely manner to enable the Directors
to perform their responsibilities. The Directors may, upon request, seek
independent professional advice in appropriate circumstances, at the
Company's expenses for discharging their duties to the Company.

The Directors shall disclose to the Company details of other offices held by
them and the Board regularly reviews the contribution required from each
Director to perform his/her responsibilities to the Company.

The Board reserves for its decision all major matters relating to policy
matters, strategies and budgets, internal control and risk management,
material transactions (in particular those that may involve conflict of
interests), financial information, appointment of Directors and other
significant operational matters of the Company. Responsibilities relating
to implementing decisions of the Board, directing and coordinating the
daily operation and management of the Company are delegated to the
management team. Such management team is accountable for their
performance to the Board.

During the Year, each executive Director frequently met and discussed
with the management team in order to maintain an effective feedback
system and enable the Group to react to changes or problems quickly
and efficiently. The Board reviews its arrangement on delegation of
responsibilities and authority regularly to ensure that such delegations are
appropriate in view of the Company’s prevailing circumstances and that
appropriate reporting system is in place.

Each Director is free to seek advice from and has access to the Company’s
senior management team independently.
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Board Proceedings

The Board is required to convene four (4) regular meetings in a financial
year with intervals of not more than four (4) months. Notices of not less
than 14 days are required to be given to all Directors and each Director is
invited to include matters in the agenda. The Company Secretary assisted
the Chairman in establishing the meeting agenda. Detailed agenda and
related meeting materials were circulated to all Directors at least three
days before the date of the regular meetings.

Minutes were recorded in sufficient detail and draft minutes have been
circulated to all Board members for comments. Finalised minutes were
also sent to all Directors for their records within reasonable time after the
meetings. All minutes were kept by the Company Secretary and were open
for inspection by Directors.

All Directors have been given the relevant guideline materials regarding
the duties and responsibilities of being a Director, the relevant laws and
regulations applicable to the Directors and duty of disclosure of interest.

During the Year, the Board held four (4) meetings, amongst other matters,
considered and approved the audited consolidated financial statements
of the Group for the Year 2019 and the unaudited consolidated financial
statements of the Group for the six months ended 30 June 2020 and one (1)
AGM was held. Details of the attendance of the Directors are set out below:
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Attendance of

HE
Board Meeting(s) AGM
EExggl BRRBEARE
Attended/eligible to attend

Name of Directors EENA BHE SERLE
Executive Directors HITES
Mr. Lee Bing Kwong (Chairman and CEO) RN 4 (F/mF#FTBAZEL) 4/4 1/1
Mr. Lo Yuen Kin BETBE4E 4/4 1
Ms. Lo Yuen Lai ETEZ L 3/4 1/1
INEDs BYFHTES
Mr. Cheung Siu Kui R/NB S A 3/4 1/1
Mr. Yim Kwok Man D& e 4/4 1/1
Dr. Chow Terence SEHEEL 4/4 11
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Directors’ Induction and Continuous Professional Development

All Directors should participate in continuous professional development
which is relevant to develop and refresh their knowledge and skills.
Every newly appointed Director has received a comprehensive, formal
and tailored induction package to ensure that he or she has a proper
understanding of the Company's operation and business and the relevant
statues, common laws, the Listing Rules, legal and regulatory requirements
and governance policies. The Company Secretary also provides the
updates on the latest development and changes in the Listing Rules and
other relevant legal and regulatory requirements to the Board from time
to time. All Directors are encouraged to attend relevant training courses
at the Company’s expense and they have been requested to provide the
Company with their training records.

During the Year, all Directors attended suitable training and/or briefings by
certain professional advisers and/or participated in continuous professional
development courses organised by professional bodies/firms on corporate
governance or updates on laws, rules and regulations relating to the roles,
functions and duties of a director to develop and refresh their knowledge
and skills.

According to the training records maintained by the Company, the
continuous professional development programmes received by each of
the Directors during the Year is summarised as follows:
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Type of Training

Name of Directors EEHA EIEE

Executive Directors HITESE

Mr. Lee Bing Kwong FRHIEE AandB
ANB

Mr. Lo Yuen Kin ETEEE AandB
ANB

Ms. Lo Yuen Lai ETEZtT AandB
ANB

INEDs BYFHTES

Mr. Cheung Siu Kui /NS A AandB
ANB

Mr. Yim Kwok Man FE & AandB
ANB

Dr. Chow Terence PEHEEL AandB
ANB

Notes:

A attending training sessions, including but not limited to, seminars, briefings,
conferences, forums and workshops

B: reading materials relating to the seminars material, regulatory updates on
laws, rules and regulations to directors’ roles and functions, economy, general
business, corporate governance and directors’ duties and responsibilities
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The Appointment, Re-election and Removal of Directors

Code provision A4.1 of the CG Code stipulates that non-executive directors
shall be appointed for a specific term, subject to re-election, whereas
code provision A4.2 of the CG Code states that all directors appointed
to fill a casual vacancy shall be subject to election by shareholders at the
first general meeting after appointment and that every director, including
those appointed for a specific term, shall be subject to retirement by
rotation at least once every three (3) years.

Each of the executive Director has entered into a service agreement with
the Company for a term of three (3) years and each of the INEDs has
renewed the letter of appointment with the Company for a term of three
(3) years commencing from 16 March 2020, and is subject to retirement
provision pursuant to the Articles of Association.

The Articles of Association contains provisions for the appointment,
re-election and removal of Directors as follows:

Appointment of Directors

Article 83(2) of the Articles of Association provides that subject to the
Articles of Association and the Law, the Company may by ordinary
resolution elect any person to be a Director either to fill a casual vacancy
on the Board, or as an addition to the existing Board.

Article 83(3) of the Articles of Association provides that the Directors shall
have the power from time to time and at any time to appoint any person
as a Director either to fill a casual vacancy on the Board or as an addition to
the existing Board.

Re-election of Directors

Article 83(3) of the Articles of Association also provides that any Director
so appointed by the Board to fill a casual vacancy shall hold office until the
first general meeting of the Company after his/her appointment and be
subject to re-election at such meeting and any Director appointment by
the Board as an addition to the existing Board shall hold office only until
the next following AGM and shall then be eligible for re-election.

Pursuant to the article 84(1) of the Articles of Association, at each AGM
one-third (1/3) 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
(1/3)) shall retire from office by rotation provided that every Director shall
be subject to retirement at an AGM at least once every three years.

Article 84(2) of the Articles of Association provides that a retiring Director
shall be eligible for re-election and shall continue to act as a Director
throughout the meeting at which he/she retires and any further Directors
so to retire shall be those of the other Directors subject to retirement by
rotation who have been longest in office since their last re-election or
appointment and so that as between persons who became or were last
re-elected Directors on the same day, those to retire shall (unless they
otherwise agree among themselves) be determined by lot.
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Removal of Directors

Under article 83(5) of the Articles of Association, the members may, at
any general meeting and by an ordinary resolution, remove a Director at
any time before the expiration of his/her period of office notwithstanding
anything to the contrary in these articles or in any agreement between
the Company and such Director (but without prejudice to any claim from
damage under any such agreement).

Remuneration of Directors and Senior Management

The Directors’ remuneration for the Year are set out in note 9 to the
consolidated financial statements.

Pursuant to code provision B.1.5 of the CG Code, the remuneration of the
members of the senior management (other than the Directors) whose
particulars are contained in the section headed “Biographies of Directors
and Senior Management” in this Annual Report for the Year by band is set
out below:
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Corporate Governance Functions

The Board is responsible for performing the following corporate
governance duties:

1. to develop and review the Company'’s policies and practices on
corporate governance;

2. to review and monitor the training and continuous professional
development of Directors and senior management;

3. to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

4. todevelop, review and monitor the code of conduct and compliance
manual (if any) applicable to employees and Directors; and

5. toreview the Company’'s compliance with the code and disclosure
in this report.
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BOARD COMMITTEES

The Board has established three (3) Board committees, namely the
Audit Committee, the Remuneration Committee and the Nomination
Committee. All the committees are empowered by the Board under the
respective terms of reference of the Audit Committee, the Remuneration
Committee and the Nomination Committee, which are posted on the
respective websites of the Stock Exchange and the Company and are
available for inspection by the Shareholders upon request made to the
Company Secretary. The Board committees are provided with sufficient
resources to discharge their duties.

Audit Committee

The Audit Committee comprises all the INEDs, namely Mr. Yim, Mr. Cheung
and Dr. Chow. Mr. Yim is the chairman of the Audit Committee.

The Board considers that each Audit Committee member has extensive
commercial experience and the Audit Committee has a suitable
expertise in various businesses, financial and legal sectors and that the
composition and establishment of the Audit Committee complies with the
requirements under Rule 3.21 of the Listing Rules.

The primary duties of the Audit Committee are mainly (i) to review and
supervise the financial reporting process and to oversee the audit process
of the Group, (i) to oversee internal control procedures of our Group, and
(ifi) to review risk management and internal control systems of our Group.
It has the responsibilities and powers set forth in the terms of reference.

The Audit Committee members shall meet at least twice a year to consider
the interim and final results prepared by the Board.

During the Year, the Audit Committee held three (3) meetings to, among
others, review and supervise the financial reporting process and review the
risk management and internal control systems of the Group and its audit
related matters. It had, in conjunction with Graham H. Y. Chan & Co,, the
Independent Auditor, reviewed the Group's audited consolidated financial
statements for the Year 2019 and the unaudited consolidated financial
statements for the six months ended 30 June 2020 and recommended the
same to the Board for its consideration and approval. The Audit Committee
was of the opinion that the relevant results were prepared in compliance
with the applicable accounting standards and requirements and that
adequate disclosures had been made. The Audit Committee also carried
out and discharged its other duties as set out in the CG Code.
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The attendance of each INED at the Audit Committee meetings duringthe &BV IERITEERNAFEHFEREZES
Year is as follows: SERANELT ¢
No. of Attendance/
No. of Meetings
Eligible to Attend
BHEEE%
Members K& HENERRE
Mr. Yim Kwok Man [FE & 3/3
Mr. Cheung Siu Kui SR/NE A 3/3
Dr. Chow Terence B EEE 3/3
The Audit Committee met on 26 March 2021 and, among other matters, %ffzé%ﬁ;ﬁ AZE - —F == +/NBE81T
reviewed the Group’s audited consolidated results for the Year. e (AP eRE) BEAEERAFERL

Remuneration Committee

The Remuneration Committee comprises two (2) INEDs, namely Mr.
Cheung and Mr. Yim and one (1) executive Director, Mr. Lee. Mr. Cheung is
the chairman of the Remuneration Committee.

The primary duties of the Remuneration Committee are mainly (i) to
develop a transparent policy in relation to remuneration; (i) to review the
remuneration policy and the structure relating to all Directors and senior
management of our Group; (i) to assess performance of all Directors and
review performance-based remunerations payable to Directors and senior
management of our Group and determine the remuneration packages
of individual executive Directors and senior management, which include
benefits in kind; and (iv) to make recommendations to the Board on the
remuneration of non-executive Directors.

During the Year, the Remuneration Committee held one (1) meeting for
reviewing and determining the remuneration and other benefits payable
by the Company to the executive Directors and senior management and
recommending the Board of the remuneration of non-executive Directors.
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The attendance of each member of the Remuneration Committee at its HMEE@ZKERNAFENLE SR H
meeting during the Year is as follows: mr

No. of Attendance/
No. of Meetings
Eligible to Attend
BHE GEE
Members K& HENERRE
Mr. Cheung Siu Kui SR/NEDSEAE 11
Mr. Yim Kwok Man FE & 1/1
Mr. Lee Bing Kwong FRIEE 1/1

The Remuneration Committee met on 26 March 2021 and considered
certain remuneration-related matters of the Directors and senior
management.

Nomination Committee

The Nomination Committee comprises two (2) INEDs, namely Mr. Cheung
and Dr. Chow and one (1) executive Director, Mr. Lee. Mr. Lee is the
chairman of the Nomination Committee.

The primary duties of the Nomination Committee are (i) to review the
structure, size and composition of the Board on a regular basis; (ii) to
make recommendations to the Board relating to the appointment and
re-appointment of the Directors; (iii) to identify individuals suitably qualified
to become members of the Board; and (iv) to assess the independence of
the INEDs.

The Board has adopted the Board Diversity Policy on 15 February 2018 and
the Nomination Committee shall monitor the implementation of the Board
Diversity Policy and review the progress of its measurable objectives from
time to time.

A summary of the Board Diversity Policy, together with the implementation
is disclosed as below.

The Board Diversity Policy aims to set out the approach to achieve and
maintain diversity on the Board in order to strengthen the performance
of the Board, promote effective decision-making and better corporate
governance and monitoring. To achieve a sustainable and balanced
development, the Company encourages increasing diversity at the Board
level as an essential element in supporting the attainment of its strategic
objectives and sustainable development. In designing an appropriate
composition of the Board, the Board diversity has been considered from
a number of perspectives, including but not limited to gender, age,
culture and educational background, professional experience, skills,
knowledge and length of service. All Directors appointment will be based
on applicable merits and candidates will be considered against objective
criteria, having due regard for the benefits of diversity on the Board.
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During the Year, the Nomination Committee held one (1) meeting for,
among other matters, reviewing the structure, size and composition of the
Board, assessing the independence of INEDs and making recommendation
to the Board on the appointment or re-appointment of Directors.

RAFE REZBERIT-(NREH - H
TEERTEESIRE RRREK 5
BB IERITES 2B LA&EJE%E%
ENRIESTRNESSRHUERES

The attendance of each member of the Nomination Committee at its (EREZE@RZKENAFENLESHIH
meeting during the Year is as follows: m

No. of Attendance/
No. of Meetings
Eligible to Attend
BHE SE®K
Members K& HENS R
Mr. Lee Bing Kwong IRHIEE 11
Mr. Cheung Siu Kui SR/NEDSEAE 1/1
Dr. Chow Terence B ERE 1/1

The Nomination Committee met on 26 March 2021 and recommended the
re-appointment of all the retiring Directors at the forthcoming AGM after
assessing their contribution and performance based on the Nomination
Policy.

Nomination Policy

The Nomination Policy which sets out the selection criteria and nomination
procedures to identify, select and recommend candidates for Directors.
The policy is embedded in the NCTOR. Please refer paragraphs 8.1.1 to 8.1.4
and paragraph 9 of the NCTOR.

DIRECTORS’ RESPONSIBILITY IN RESPECT OF THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for preparing the financial
statements of the Group for the Year.

The statement of the independent Auditor about its reporting
responsibilities and opinion on the financial statements is set out in the
Independent Auditor’s Report on pages 69 to 77 of this Annual Report.
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INDEPENDENT AUDITOR’S REMUNERATION

An analysis of the remuneration paid/payable to the Independent Auditor,
Graham H. Y. Chan & Co,, in respect of audit services and non-audit services
for the Year is set out below:

BB

$EFQ?ﬁ%%ﬁﬁ“&#%ﬁﬁﬁkﬁﬁ/ﬁ“ﬁ
BYZBEREE ST SR E 2T
ol

Fee paid/payable

o ENER

HKS'000

Service RS Fr
Annual audit services FEEZRE 1,350
Non-audit services IEEZRT 543
Total 5t 1,893

Non-audit services mainly include review of interim financial statements,
and service related to acting as the reporting accountants.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility for maintaining an adequate
and effective risk management and internal control systems to safeguard
the interest of the Company and the Shareholders and through the Audit
Committee, reviewing the effectiveness of such systems on an annual
basis.

Procedures have been set up for, amongst others, identifying, analysing,
categorising, mitigating and monitoring significant risks, and safeguarding
assets against unauthorised use or disposition, maintaining proper
accounting records and ensuring reliability of financial information,
ensuring compliance with relevant legislation and regulations and
protecting the interests of the Shareholders. Such systems are designed
to manage, rather than eliminate the risk of failure to achieve business
objectives, and aims to provide a reasonable, as opposed to an absolute
assurance against material misstatement or loss.

Main Features of Risk Management and Internal Control
Systems

The key elements of the Company’s risk management and internal
control systems include the establishment of a risk register to keep track
of and record identified risks, the assessment and evaluation of risks,
the development and continuous updating of responsive procedures,
and the ongoing testing of internal control procedures to ensure their
effectiveness.

An ongoing risk management approach is adopted by the Company
for identifying and assessing the key inherent risks that affect the
achievements of its objectives. A risk matrix is adopted to determine risk
rating (L = low risk, M = medium risk, H = high risk) after evaluation of
the risk by the likelihood and the impact of the risk event. The risk ratings
reflect the level of managements, attention and risk treatment effort
required.
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Process used to identify, evaluate and manage significant risks

During the process of risk assessment, each risk owner of departments
and major Subsidiaries is required to capture and identify the key inherent
risks that affect the achievement of its objectives. Each inherent risk is
evaluated according to the risk matrix. After taking into consideration the
risk response, such as control measures in place to mitigate the risk, the
residual risk of each inherent risk is evaluated again. The risk register with
the risk responses and residual risks is reported to the Audit Committee.
The Audit Committee evaluates the effectiveness of the systems and
reports to the Board. The highest category of residual risks is subject to the
Board's oversight.

Process used to review the effectiveness of the Risk Management
and Internal Control Systems and to resolve material internal
control defects

The Audit Committee has performed ongoing review of the effectiveness
of the Group’s risk management and internal control systems (during
which an external independent consulting firm was engaged to offer
assistance) for the period from 1 November 2019 to 31 October 2020,
according to the scope of review covering the Group’s material controls in
financial, operational and compliance aspects agreed and approved by the
Audit Committee and in compliance with the requirements under Code
Provision C.2 of the CG Code.

The Audit Committee was satisfied that there had been no major
deficiency noted in the areas of the Group’s risk management and internal
controls systems, following the implementation of recommendations
against the internal control defects revealed. The Audit Committee has
access to information necessary to fulfil their duties and responsibilities
with respect to risk assessment and risk management. Accordingly, the
Audit Committee and the Board considered the risk management and
internal control systems to be effective and have been implemented with
adequate resources during the Year.

Procedures and internal controls for the handling and
dissemination of inside information

The Board has already established a policy on the procedures and internal
controls for the handling and dissemination of inside information.
The policy stipulates the obligations of the Group, in respect of the
restriction on disseminating non-public information, handling of rumours,
unintentional selective disclosure, exemption and waiver to the disclosure
of inside information, and also compliance and reporting procedures.
Senior management must take all reasonable measures to ensure that
proper safeguards exist to prevent a breach of any disclosure requirement
from time to time, promptly bring any possible leakage or divulgence of
inside information to the attention of the Financial Controllers, or his/her
delegates, who will notify the Board timely and accordingly for taking the
appropriate action promptly. For any material violation of this policy, the
Board will decide, or designate appropriate persons to decide the course
of actions for rectifying the problem and avoiding recurrence.

RLGER - FHEREBEEXRBRNERF

REBRFENEFT - SEHRROFFT L
TE2MBARIALERE L EEELES
BENEZEARER - SEBERIRER
P AB M E 1T R o KE BRAR M EE AR
(AN ERER EEHR P8 e DARUE LR ) 5 B IR RS &
B R ) RIERE B o [ e A 8511152 [R] L e
HITEMFGRREERESZRZES TN
¥R - ERZ BN EHENABIZELA
EETER - ARRARNESMIAXES

GBS o
= oo B

R EREERARERRGERMER
RERAREZERBNERF

REAFEZZBEREMENRENEE
R - 2ERAR T EEAEENELR
- W R EA ST RIST AR C21FR
T EREZEEGER T NF+—A—A8
E_T_TETA=t+-HHEHAEER
BREERAREERGNARITETIHER
& (R MR C B BINBB LA AR P AL
i) ©

BEREZEGEMR  NEMITE D HE 2R
EERANERRZER  ARENRRE R
KRABEERR T EARBERENRE - B
ZE g MERETEER S M ERE
EhEABEMETBCENER - EHit
BERREBEREFERS  BREELAE
ERASITZAEY  LEARBRRERNA
FEENM -

BRERBHAFEENEFRAEZER

E=eCHRERBEMAREENIZF LA
ERECIEIEFEHIE R - AR HAAEEE
FARMIENFHER  REES  EEEEN
KE - #HeLHEREARIEL T ERGH
BE AREHREBEREF  SREEEY
ATRERR— YA BB ERRTEEENR
R - ATERMEMBERE - ARRE
Ean i IS BB A REAREEARBEN
EREERE - MR ERERERS
EEEMEEE AR RBVEENITE ° fi
HBREMBREZRZBRNTR  EFEH
RESIFREE A DREAM ERBNTTE T
B WERHREL -

ANNUAL REPORT 20204F%% 31



Corporate Governance Report

_\LI/_/\—"\—\
1FE 3= /Dﬁlf&:l

The Company does not have an internal audit department. The Board
currently takes the view that there is no immediate need to set up an
internal audit function in light of the size and nature of the Group's
business. The need for an internal audit function will be reviewed from
time to time. However, for the Year, the Audit Committee, through the
engagement of an external independent consultant, has conducted a
review of the effectiveness of the risk management and internal control
systems of the Group covering all material controls, including financial,
operational and compliance controls. The Board considers that the Group's
risk management and internal control are adequate and effective. The
Board expects that a review of the risk management and internal control
systems will be performed annually.

DISCLOSURE OF INSIDE INFORMATION

The Group acknowledges its responsibilities under the SFO and the
Listing Rules and the overriding principle that inside information should
be announced as soon as reasonably practicable when it is the subject
of a decision. The procedures and internal controls for the handling and
dissemination of inside information are as follows:

the Group conducts its affairs with close regard to the disclosure
requirement under the Listing Rules as well as the “Guidelines on
Disclosure of Inside Information” published by the Securities and
Futures Commission of Hong Kong in June 2012;

the Group has implemented and disclosed its policy on fair disclosure
by pursuing broad, non-exclusive distribution of information to
the public through channels such as financial reporting, public
announcements and its website;

the Group has strictly prohibited unauthorised use of confidential or
inside information; and

the Group has established and implemented procedures for
responding to external enquiries about the Group's affairs, so that
only the executive Directors, Company Secretary and investor
relations officers are authorised to communicate with parties outside
the Group.

COMPANY SECRETARY

Sir Seaman Kwok Siu Man (“Sir Seaman Kwok”"), who has been appointed
by the Board as the Company Secretary since 5 August 2018 and had
been so nominated by Boardroom under an engagement letter made
between the Company and Boardroom, resigned as the Company
Secretary on 21 December 2020 and Ms. Cheng Lucy ("Ms. Cheng") was
appointed as the Company Secretary in place of Sir Seaman Kwok on the
same day. Ms. Cheng was nominated by Boardroom to be the Company
Secretary. The primary person at the Company with whom Ms. Cheng has
been contacting is Mr. CH Lee, the deputy CEQ, in relation to corporate
secretarial matters. Ms. Cheng has undertaken 15 hours of relevant
professional training in compliance with Rule 3.29 of the Listing Rules
during the Year.
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DIVIDEND POLICY
The Company adopted the Dividend Policy on 31 December 2018.

According to the Dividend Policy, in deciding whether to propose any
dividend payout and/or determining the amount of any dividend to be
paid, the Board will take into account, amongst other matters:
(@) the Group's actual and expected financial performance;

(b) interests of Shareholders;

(c) retained earnings and distributable reserves of the Company and
each of the other members of the Group;

(d) the level of the Group’s debts to equity ratio, return on equity and
financial covenants to which the Group is subject;
(e)  possible effects on the Group's creditworthiness;

() any restrictions on payment of dividends that may be imposed by
the Group's lenders;

(@) the Group's expected working capital requirements and future
expansion plans;

(h)  liquidity position of the Group and any future commitments at the
time of declaration of dividend;

(i) taxation considerations;

() statutory and regulatory restrictions;

(k) general business conditions and strategies;

0 general economic conditions, business cycle of the Group’s business
and other internal or external factors that may have an impact on the
business or financial performance and position of the Company; and

(m) other factors that the Board deems appropriate.

The declaration and payment of dividends shall be subject to all applicable

laws and regulations including but not limited to the Companies

Ordinance and the Memorandum and Articles.

The Company will review the Dividend Policy from time to time and

reserves the right in its sole and absolute discretion to update, amend and/
or modify the Dividend Policy at any time.

BREBER

RARER_E—NF+-A=+—BERH

hgﬁﬁ RIEREKER  EESRELR
BRI B N, KEE S TIREE

ﬂHE@%% BER(HPE)

@) AEBENERLIBHFBERIR

() PREAFIZS :

© AREAARASETESEKENER
WK A D ECREER

(d AEEZEHESLEER - RAR®RL
o DA R e AN 7S S5 B Y BA 5 IR 5l FAT AR
IR

(0 HAKBEERRZEETE

" BEAEEHNEFA R ERINAERBE
IRASSBR

() ANEBEZBHLEERFT KUK
sRatEl

(h  REIRA H~;$¢@Ziﬁi§bﬁfﬁﬂﬁ%&
EfRIARR 2 AGEBR

() MMBERE:

() EEREHRE

(k) EEEEREERMEIRR
BELCBERR ARBEBHHER
B AR AIBEEI AN R Al S I ISR IR
MR B B H A REB N A %
P54

(m) EECRAEENHMERE -
REMEIRRKNERE B EREED R
HE  BIEETR E/Q\Z\\ AE 1 K2 K 4R K 48
Z(K
RARHETRERREBERARRE HIE

— RBHBBERINMEMSBER - BTk
SHAEAALBER

ANNUAL REPORT 202043 33



Corporate Governance Report

_\I_I/_/\—f\—\
1FE 3= /Dflf&:l

SHAREHOLDERS' RIGHTS

To safeguard Shareholders’ interests and rights, a separate resolution is
proposed for each substantially separate issue at general meetings of the
Company (the “General Meeting”), including the election of individual
Directors. All resolutions put forward at General Meetings will be voted on
by poll pursuant to the Listing Rules and poll results will be posted on the
respective websites of the Stock Exchange and the Company after each
General Meeting.

Convening an Extraordinary General Meeting by Shareholders

Pursuant to article 58 of the Articles of Association, any one or more
Shareholders holding at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company carrying the right
of voting at General Meetings of the Company shall at all times have
the right, by written requisition to the Board or Company Secretary, to
require an extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition; any such meeting
shall be held within two (2) months after deposit of such requisition; and
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.

Putting Forward Proposals at General Meetings

There are no provisions in the Articles of Association or the Law for the
Shareholders to move new resolutions at General Meetings. Shareholders
who wish to move a resolution may request the Company to convene
a General Meeting in accordance with the procedures set out in the
preceding paragraph.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board, Shareholders may send
written enquiries to the Company. The Company will not normally deal
with verbal or anonymous enquiries.

Shareholders may send their enquiries or requests as mentioned above to
the following:

Company Secretary

Apex Ace Holding Limited
Units 2-3, 1/F

Sun Cheong Industrial Building
1 Cheung Shun Street
Kowloon, Hong Kong

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

The Company considers that effective communication with Shareholders
is essential for enhancing investor relations and investor understanding
of the Company’s business performance and strategies. The Company
endeavors to maintain an on-going dialogue with the Shareholders and
in particular, through AGMs and other General Meetings. At the AGM,
Chairman and chairman of the Board committees (or their delegates as
appropriate) are available to meet the Shareholders and answer their
enquiries.

The Company maintains a website at www.apexace.com as a
communication platform with the Shareholders and investors, where the
financial information and other relevant information of the Company are
available for public access.

CONSTITUTIONAL DOCUMENTS

During the Year, the Company has not made any changes to its
Memorandum and Articles. An up-to-date version of the Memorandum
and Articles is available on the respective websites of the Stock Exchange
and the Company.
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The Board is pleased to present the report of the Directors together with
the audited consolidated financial statements of the Group for the Year.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
Subsidiaries are principally engaged in the sales of electronic components,
and sales and integration of storage systems. The Shares were listed on the
Main Board of the Stock Exchange on the Listing Date. Segment analysis
of the Company for the Year is set out in note 5 to the consolidated
financial statements. A list of the Subsidiaries, together with their places
of incorporation, principal activities, place of operation and particulars
of their issued shares/registered share capital, is set out in note 27 to the
consolidated financial statements.

FINANCIAL RESULTS

The results of the Group for the Year are set out in the consolidated
statement of profit or loss and other comprehensive income on pages 78
and 79 of this Annual Report.

SUMMARY FINANCIAL INFORMATION

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 176 of this Annual Report.

SHARE CAPITAL

Details of the movement in the share capital of the Company during the
Year are set out in note 24 to the consolidated financial statements.

FINAL DIVIDEND

The Board has resolved not to recommend the payment of a final dividend
for the Year (2019: Nil).

BUSINESS REVIEW AND PERFORMANCE
Review of our Business and Performance

A discussion and analysis of the Group'’s performance using financial key
performance indicators during the Year and the key factors affecting
its results and financial position are set out in the section headed
“Management Discussion and Analysis” of this Annual Report.

Information about a review of, and an indication of likely future
development in, the Group's business is set out in the “Chairman’s
Statement” and “Management Discussion and Analysis” of this Annual
Report.

Particulars of Important Events

Since 31 December 2020, being the end of the financial year under review,
no important event has occurred affecting the Group.
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RISK MANAGEMENT

The following section lists out the key risks and uncertainties faced by
the Group. It is a non-exhaustive list and there may be other risks and
uncertainties further to the key risk areas outlined below. Besides, this
Annual Report does not constitute a recommendation or an advice for
anyone to invest in the securities of the Company and investors are
advised to make their own judgment or consult their own investment
advisors before making any investment in the securities of the Company.

Financial risks

Details on the financial risks on foreign currency, credit on trade
receivables, liquidity and interest rate facing the Group on its operation
can be referred to note 30 to the consolidated financial statements.

Seasonality of products demand

Our Group's business is generally seasonal in nature. It is possible that
seasonality in demand for our customers’ products might affect our
Group’s sales in the future. Market conditions faced by our customers may
be volatile and are beyond the control of the Group. Future downturns in
the end markets of our customers may affect the business of our Group.

Reliance on major customers and suppliers

Our stable relationship with our major customers and suppliers enables
our business to achieve stable revenue and profitability level. On the other
hand, if there are any changes in such relationships, which may lead to
withdrawals, cancellations or terminations of transactions, the Group's
performance and business growth may be adversely affected.

Evolvement in information technology

Our Group operates in a highly competitive industry which faces
rapid changes in market trends, consumer preferences and constantly
evolving technological advances in hardware models, software features
and functionalities. The ongoing changes in technology require us to
constantly incorporate new features or technology into our sensitivity and
adaptability to market demand and/or services in order to cope with the
evolving environment and customer demands.

Future economic and political policies of the PRC government

The development of PRC's economy is based on many factors, including
but not limited to structure of economy, government involvement, control
of foreign exchange, allocation of resources and capital investment.
However, any of such changes to the economic and political strategies and
policies of the PRC government may have an adverse impact on the overall
global economy and affect all the industries in which the Group operates.
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Future economic and political uncertainties in the world

Economic and political uncertainties in the world resulted from major
events such as Brexit, the U.S. presidential election or terrorist attack events
may have short-term and long-term effects on the global economy and
the performance of the global capital markets, which in turn may adversely
impact the performance of the Group.

Performance history and forward-looking statements

The performance and the results of the operations of the Group as set out
in this Annual Report are historical in nature and past performance is not a
guarantee of future performance. This Annual Report may contain forward-
looking statements and opinions that involve risks and uncertainties.
Actual results may also differ materially from expectations discussed in
such forward-looking statements and opinions. Neither the Group nor
the Directors, employees or agents of the Group assume any obligations
or liabilities in the event that any of the forward-looking statements or
opinions does not materialize or turns out to be incorrect.

ENVIRONMENTAL POLICIES AND PERFORMANCE

It is our corporate and social responsibility in promoting a sustainable and
environmental friendly environment. Our Group does not engage in the
manufacturing of products and does not have any production facilities.
The inventories are kept at our Group's storage and warehousing facilities
situated inside the headquarters office unit. Therefore, our Group is not
subject to significant health, safety or environmental risks. In addition, the
Group has implemented environmental protection measures and has also
encouraged staff to be environmental friendly at work by consuming the
electricity and paper according to actual needs, so as to reduce energy
consumption and minimise unnecessary waste. During the Year, our
Group had not been subject to any fines or other penalties due to non-
compliance with health, safety or environmental regulations.

COMPLIANCE WITH LAWS AND REGULATIONS

Our operations are mainly carried out by the Subsidiaries in Hong Kong
and China while the Company itself is listed on the Stock Exchange. Our
operations shall comply with relevant laws and regulations in China and
Hong Kong.

During the Year and up to the date of this report, the Group has complied

with all the relevant laws and regulations in China and Hong Kong in all
material respects.
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RELATIONSHIP WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS

The Group is constantly aware of the importance of maintaining a good
relationship with its employees, customers and suppliers to meet its
immediate and long-term business goals. We encourage employees
to strengthen their knowledge of the industries in which the Group
operate and attend courses or training sessions to improve their relevant
industry and technical knowledge. The Group also maintains ongoing
communications with its employees, customers and suppliers through
various channels such as regular meetings, calls and emails in order to
allow employees to contribute to the development of the Group, deliver
better customer services to our clients and obtain better services and
cooperation from our suppliers.

DONATIONS

Donations made by the Group during the Year for charitable and
community purposes amounted to HK$234,000 (2019: HK$234,000).

TAX RELIEF AND EXEMPTION

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

RESERVES

Details of the movements in the reserves of the Group during the Year are
set out in the consolidated statement of changes in equity for the Year on
page 82 of this Annual Report.

DISTRIBUTABLE RESERVES

As of 31 December 2020, the Company’s distributable reserves calculated
in accordance with the Law amounted to HK$98.7 million.

PROPERTY, PLANT AND EQUIPMENT

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

USE OF PROCEEDS FROM INITIAL PUBLIC OFFERING

The Company was listed on the Stock Exchange on the Listing Date with
net proceeds received by the Company from the Global Offering in the
amount of approximately HK$116.9 million after deducting underwriting
commissions and all related expenses and before the exercise of
overallotment option (the “Net Proceeds”). The Net Proceeds will be used
in the manner consistent with that was mentioned in the section headed
“Future Plans and Use of Proceeds” of the Prospectus. Please refer to the
section headed “Management Discussion and Analysis” of this Annual
Report for the utilisation of the Net Proceeds for the Year.
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RESTRICTED SHARE AWARD SCHEME

The Company has adopted the Restricted Share Award Scheme to
recognise the contribution by the Group's personnel and to increase their
incentives in working for the continual operation and development of the
Group; and to attract suitable personnel for further development of the
Group. The Restricted Share Award Scheme was adopted by the Board
on 30 August 2019 (the “Adoption Date”) and shall be valid and effective
for a term of ten (10) years commencing on the Adoption Date. Since the
Adoption Date and up to 31 December 2020, no Share has been awarded
under the Restricted Share Award Scheme.

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

The Company did not redeem any of its Shares listed on the Stock
Exchange nor did the Company or any of its subsidiaries purchase or sell
any of such Shares during the Year.

DIRECTORS
The Directors during the Year and up to the date of this report are:

Executive Directors:

Mr. Lee Bing Kwong (Chairman and CEQ)
Mr. Lo Yuen Kin

Ms. Lo Yuen Lai

INEDs:

Mr. Cheung Siu Kui
Mr. Yim Kwok Man
Dr. Chow Terence

Biographical details of the Directors are set out in “Biographies of Directors
and Senior Management” to this Annual Report. In accordance with the
Articles of Association, Ms. Lo and Dr. Chow shall retire at the forthcoming
AGM and being eligible, have offered themselves for re-election thereat.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors offering for re-election at the forthcoming AGM has a
service contract with the Company which is not terminable within one year
without payment of compensation other than statutory compensation.

REMUNERATION POLICY

The remuneration policy of the employees of our Group has been set up
by the Remuneration Committee on the basis of their merit, qualifications
and competence. The remuneration of the Directors is recommended by
the Remuneration Committee, having regard to the Company’s operating
results, individual performance and comparable market statistics. The
Company has adopted the Share Option Scheme and the Restricted Share
Award Scheme as the incentives to the eligible participants.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF SIGNIFICANCE AND
COMPETING BUSINESS

Save as disclosed under note 28 “Related Party Transactions” to the
consolidated financial statements, no transactions, arrangements and
contracts of significance (as defined in Appendix 16 to the Listing Rules)
to which the Company or its holding company or any of its subsidiaries or
fellow subsidiaries was a party and in which a Director, an entity connected
with the Director or Controlling Shareholder or its subsidiaries (other
than members of the Group) had a material interest, whether directly or
indirectly, subsisted as at 31 December 2020 or at any time during the Year
and up to the date of this report.

As of 31 December 2020, none of the Directors was interested in any
businesses apart from our business which competed or was likely to
compete with our business, either directly or indirectly or would otherwise
require disclosure under Rule 8.10 of the Listing Rules.

RELATED PARTY TRANSACTIONS

Details of the related party transactions were set out in note 28 to the
consolidated financial statements. These related party transactions
constituted continuing connected transactions exempted from the
reporting, announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules. In the opinion of
the Directors (including the INEDs), the related party transactions were
carried out in the ordinary and usual course of business and on normal
commercial terms negotiated between the Group and the respective
related parties which are fair and reasonable and in the interest of the
Company and the Shareholders.

CONTRACT OF SIGNIFICANCE

Save as disclosed in this report, at no time during the Year had the
Company or any of its subsidiaries entered into any contract of significance
with the Controlling Shareholder or any of its subsidiaries, nor had any
contract of significance been entered into for the services provided by the
Controlling Shareholder or any of its subsidiaries to the Company or any of
its subsidiaries.

CONNECTED TRANSACTION

The Directors confirm that save as disclosed in the section headed
"Related Party Transactions” of this report above, none of the related party
transactions constituted connected transactions or continuing connected
transactions under Chapter 14A of the Listing Rules that is required to
be disclosed. Save as disclosed in note 28 to the consolidated financial
statements, the Group had not entered into any connected transactions or
continuing connected transactions which are required to be disclosed in
this report pursuant to the Listing Rules during the Year.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES AND DEBENTURES

As at 31 December 2020, the interests or short positions of the Directors
and the chief executives of the Company in the shares, underlying shares
and debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO) which were required: (i) to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which they were
taken or deemed to have under such provisions of the SFO), (i) pursuant to
section 352 of the SFO, to be entered in the register referred to therein (the
“Register”), or (iii) to be notified to the Company and the Stock Exchange
pursuant to the Model Code, were as follows:

EERRORABER G UR EEENE
mERAR
NZTE-_TE+_A=+—8 EFREA
AT A BRAR A s BB AE (E
ERFLHRBEEMEXVE)BRG, - HE
D REREEFR - BRIE : ()VEFAFRBPEK
BIEEXVELEE 7 ] 80 B AN g AR R A K B R B
R SOR R (BREBREES KEGRH
ZEGEERRESR A E R IOX
B) (B H KR GG FE 352858 AL IRFT
e &L aERsRR - iR
AEFRIME RN R BRI ER AR M
T

Long positions i)
Number of Shares held Percentade of
i "
issued
Number of shares of the
Nameof  Company Personal  Corporate Family Other underlying companies
Directors  concerned Capacity interest  interests  interests interest Shares Total concerned
FrEEN HERAT
RERG B&fT
£ 3 a6 AR LREE FHEE  HiRs #A @t BB
Mr. Lee the Company Interest of a controlled - 750,000,000 - - - 750,000,000 75.000%
corporation (Note 1)
Tt ARA REEEER (FitE1)
Best Sheen (Note 2)  Beneficial owner 1 - - - - 1 100.000%
(E2CiE)) EnfBA
Ms.Lo the Company Interest of spouse - - 750,000,000 - - 750,000,000 75.000%
(Note 1)
Ext YN [ (FitsE1)
Mr.Cheung  the Company Beneficial owner 40,000 - - - - 40,000 0.004%
ik ARA BB
Notes: B2
1. These Shares are registered in the name of Best Sheen, a company wholly 1. ZEROANEENEZERZRL  MEZEAHBE

owned by Mr. Lee, the Chairman and the CEO and an executive Director.
As Mr. Lee controls more than one-third of the voting power of Best Sheen,
by virtue of the provisions in Part XV of the SFO, Mr. Lee is deemed to be
interested in all the Shares held by Best Sheen. Ms. Lo is the wife of Mr. Lee
and is, therefore, deemed to be interested in the Shares in which Mr. Lee is
interested in under the SFO.

2. Best Sheen is interested in 75% of the issued Shares and, accordingly, is the
holding company of the Company within the meaning of the SFO.
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Save as disclosed above, as at 31 December 2020, so far as is known
to the Directors, none of the Directors and the chief executives of the
Company had or were deemed to have any interest or short positions
in the shares, underlying shares or debentures of the Company or its
associated corporations (within the meaning of Part XV of the SFO), which
were required (i) to be notified the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions in which they were taken or deemed to have under
such provisions of the SFO); (i) pursuant to section 352 of the SFO, to be
entered in the Register; or (iii) to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

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

So far as is known to the Directors and chief executives of the Company, as
at 31 December 2020, the following corporation (other than a Director or
the chief executives of the Company) which had interests or short position
in the Share and underlying Shares which were required to be disclosed
to the Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO, or which were recorded in the register required to be kept under
section 336 of the SFO were as follows:

Br EXFIEEEIN RZE_ZF+ A
=+—H BEFHAMA BEZEERAQA
BESTHRABRARRSKHEGE 2B (EX
REHERIEEFEXVER) G - BEEK
DR ERETES G AES T ERK
KA MANRIRE SR R EIERGIEXVERE7
K8 EBBAMARN R MR FT(BIERIEE
F LB GO B BRI ER B R Ak
B KAR)  (VREZE S KRG
F3521FFRAERM ¢ (iR BEZLEST RN
GARRR MEBRFT o

%E&i%&ﬁ&ﬁ@&ﬁ%%é&ﬁ
J =)
REBERARRRSITRAEBMA  R=F
“ZTF+_A=+—8 " BEEHFLPEEK
BIEXVERSE 2 3D TR IE AR AR &)
= UREES SR EBIERE AR
FEEZMHAR(—REZTRARRAES
TTEABBRIN) AR D RAERBERR D P A
EERTORBIT ¢

Name of substantial Capacity/ Number of Percentage of
shareholder Nature of interest Shares held (Note ! issued Shares

LB BT
FERRARE B1ip EEkE FrisiR a8 8 e igyl=ladnd
Best Sheen (Note 2) Beneficial owner/Personal interest 750,000,000 75%

EE (M) BEalEA A EARR

Notes:
1. These represent the entity’s long position in the Shares.

2. The entire issued share capital of Best Sheen is held by Mr. Lee, the Chairman,
the CEO and an executive Director.

Save as those disclosed above, as at 31 December 2020, the Directors
and the chief executives of the Company are not aware of any other
person or corporation having an interest or short positions in the Shares
or underlying Shares which would be required to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept by the Company
under section 336 of the SFO.

G
L REEERBRGNHIAR -

2. FEENEHEBTRABIE  THRERK
MITEEFLERA -

BREXBEZEEN RZTE_ZTF+=A
=t+—H BEERARIRSTHRAELFR
MBEA TR EMA LR BRI KR
DHREERES AR MBREESRAEE
BIEXVEBFE2R3ID E AR B R - sk
RARRIRIEEH M EEFF336188TF
BRERM
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SHARE OPTION SCHEME

The Company adopted the Share Option Scheme pursuant to a resolution
in writing passed by the Shareholders on 15 February 2018 as incentives or
rewards for eligible participants who contribute to the Group.

No share options have been granted since the Listing Date. Therefore, no
share option was granted, exercised, cancelled or lapsed under the Share
Option Scheme during the Year and there were no outstanding options
under the Share Option Scheme as at 31 December 2020.

The total number of Shares in respect of which options may be granted
under the Share Option Scheme shall not in aggregate exceed 100,000,000,
being 10% of the total number of Shares in issue as at the date of this
Annual Report.

Summary of major terms of the Share Option Scheme are as follows:

(i) Purposes

The purpose of the Share Option Scheme is to enable the Group to
grant options to selected participants as incentives or rewards for
their contribution to our Group. The Directors consider that the Share
Option Scheme will enable the Group to reward the employees, the
Directors and other selected participants for their contribution to our
Group.

(ii) Participants

The following persons of the Company, any member of the Group
or of an entity in which the Group holds an equity interest may be
invited by the Directors to take up options to subscribe for Shares at
the Directors’ absolute discretion:

(@) employees and directors;
(b)  suppliers and customers;

(c) persons or entities that provides research, development or
other technological support;

(d) holders of any securities;

(e)  advisers (professional or otherwise) or consultants to any area
of business or business development; and

(f)  any other group or classes of participants who have contributed
or may contribute by way of joint venture, business alliance or
other business arrangement to the development and growth
of the Group.
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(i)

(iv)

(v)

(vi)

(vii)

Maximum number of Shares

The maximum number of Shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme shall
not in aggregate exceed 10% of the Shares in issue as at the Listing
Date (i.e. 100,000,000 Shares).

Maximum entitlement of each participant

The total number of Shares issued and to be issued upon exercise
of the options granted to each participant including a Director or
the chief executive of the Company who accepts the offer for the
grant of an option under the Share Option Scheme in any 12-month
period shall not exceed 1% of the number of the issued Shares.
Any further grant of options in excess of this limit is subject to the
Shareholders’ approval in a general meeting.

Where any grant of options to a Substantial Shareholder or an INED,
or to any of their respective associates, in excess of 0.1% of the
Shares in issue at the date of grant and with an aggregate value
(based on the closing price of the Shares at the date of each grant) in
excess of HK$S5 million, within any 12-month period, is subject to the
Shareholders’ approval in a general meeting.

Options granted to a Director, chief executive of the Company or
Substantial Shareholder, or to any of their associates, are subject to
approval by the INEDs.

Time of acceptance and exercise of option

An offer of options may be accepted by a participant within 21 days
from the date of the offer of grant of the options. Unless otherwise
determined by the Directors and stated in the offer, a grantee is not
required to hold an option for any minimum period nor achieve any
performance targets before the exercise of an option granted to him.

Subscription price for Shares and consideration for the
option

The subscription price for Shares will be a price determined by the
Directors, but shall not be less than the highest of (i) the closing price
of Shares as stated in the Stock Exchange’s daily quotations sheet on
the date of the offer of grant; (ii) the average of the closing prices of
Shares as stated in the Stock Exchange’s daily quotations sheet for
the five trading days immediately preceding the date of the offer of
grant; and (i) the nominal value of the Shares.

A nominal consideration of HK$1.00 is payable by the grantee on
acceptance of grant of option.

Period

The Share Option Scheme will remain in force for a period of 10 years
commencing on 16 March 2018, the date on which the Share Option
Scheme became effective.

(i)

(iv)

(v)

(vi)

(vii)
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EQUITY-LINK AGREEMENTS

No equity-linked agreement that would or might (i) result in the Company
issuing Shares, or (ii) require the Company to enter into an agreement that
would or might result in the Company issuing Shares, was entered into by
the Company during the Year or subsisted at the end of the Year.

NON-COMPETITION UNDERTAKING BY CONTROLLING
SHAREHOLDERS

Mr. Lee, through his interest in Best Sheen, is interested in 75% of the issued
Shares. As such Mr. Lee and Best Sheen are the Controlling Shareholders.
The Controlling Shareholders have confirmed that they had been in
compliance with all the undertakings provided under the deed of non-
competition dated 15 February 2018 and signed by Mr. Lee and Best
Sheen in favour of the Company (the “Deed of Non-competition”), since
the signing of the Deed of Non-competition and up to 31 December
2020. Details of the Deed of Non-competition are set out in the section
headed “Non-competition Undertaking” in the Prospectus. There are no
matters which required to be deliberated by the INEDs in relation to the
compliance and enforcement of the Deed of Non-competition and they
considered that the terms of the Deed of Non-competition have been
complied with by the Controlling Shareholders.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, as of the date of this Annual Report,
the Company has maintained sufficient public float (i.e. at least 25% of the
issued Shares being held by the public) as required under the Listing Rules.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the laws of the
Cayman Islands (place of incorporation of the Company) or under the
Articles of Association which would oblige the Company to offer new
Shares on a pro-rata basis to its existing Shareholders.

CORPORATE GOVERNANCE

The Company has adopted the code provisions as set out in the CG
Code. The Board considered that during the Year and up to the date
of this Annual Report, the Company has complied with the applicable
code provisions set out in the CG Code except for those disclosed in the
Corporate Governance Report included in this Annual Report. For details
please refer to the “Corporate Governance Report” on pages 19 to 35 of
this Annual Report.
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MANAGEMENT CONTRACT

No contracts, other than the employment contracts of the executive
Directors, concerning the management and administration of the whole
or substantial part of the business of the Company were entered into or in
existence as at 31 December 2020 or at any time during the Year.

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles of Association, every Director shall be entitled
to be indemnified out of the assets of the Company against all losses or
liabilities which he/she may sustain or incur in or about the execution of
the duties of his/her office or otherwise in relation thereto. The Company
has arranged for appropriate insurance cover for the Directors’ and
officers’ liabilities in respect of legal actions against its Directors and senior
management arising out of corporate activities during the Year and the
indemnity provision and Directors’ and officers’ liability insurance remained
in force during the Year and as at the date of this report.

MAJOR CUSTOMERS AND SUPPLIERS

For the Year, the five largest customers of the Group comprised 44.1%
by value of our total sales during the Year, with the largest customer
accounted for 12.1%. For the Year, the five largest suppliers of the Group
comprised 83.5% by value of our total purchases during the Year, with the
largest supplier accounted for 34.1%.

None of the Directors, their close associates or a Shareholder (which to the
knowledge of the Directors owns more than 5% of the number of issued
Shares) has an interest in any of our five largest customers and suppliers.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as otherwise disclosed in this Annual Report, at no time during the
Year was the Company or any of its holding company, subsidiaries or
fellow subsidiaries a party to any arrangements to enable the Directors of
the Company to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body corporate.

EVENT AFTER THE REPORTING PERIOD

Other than the matters outlined elsewhere in this Annual Report, there
have been no matters that have occurred subsequent to 31 December
2020 which have significantly affected, or may significantly affect the
Group's operations, results or state of affairs in future years.

EEEH
N-E-_TFE+_A=+—BHAFEFERNE
ISR - BRMITE B 2 RIEA LN - BEERT
VSRIFEABARRREEHEALDEBHH
EERITHREEEGYL -

EFFNBERE IR

REBAGEREAR  SESHAREART]
MBETIERPITRASE 2 BRMEM
EEMRXIBBHNMERRKAEESH
B RAFE  ARREREZFLSABE
METRBESERR  RESEMRAEEE
R A 5| Bt SN FRFANERITE
RERE - ARAFERRABREEH A
AR ERARES RSB B R ERRD
REH -

FEEFRHER

RAFE  REBRAABRPLBMAFEHE
ERE41%  TMRAEFEME121% o A&
FE  AREBRAAHEFGERMAFTERE
#R{E83.5% @ ME AR RIH34.1% ©

MEEE  HETBRBEAIBRR(LESA
HMBEAD BTN BB %A LF) REM R
REF MM ERE T #A -

EEB ARG IEEENEF
BRANFHRAITREEIN - RAFRAEMAE
A - ARRHEEAERATR - HBATH
R M B R R LRI 4077 - T
BARNREFAEB AR RS EAE
ABRE RO S B HE A& T ANS At

HREMREE
BRARFREMIMOPTANERIN R-FT—
TET A=+ HEGEZLCH R
BRRFEAEBZELE  FEXEBRR
BEATENTH -

ANNUAL REPORT 2020F 3% 47



Report of the Directors
EERHE

INDEPENDENT AUDITOR

The consolidated financial statements for the Year have been audited
by Graham H. Y. Chan & Co, who will retire at the conclusion of the
forthcoming AGM and offer themselves for re-appointment. A resolution
for the re-appointment of Graham H. Y. Chan & Co. as the Independent
Auditor will be proposed at the forthcoming AGM.

On behalf of the Board

Lee Bing Kwong
Chairman

Hong Kong, 26 March 2021
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ABOUT THE REPORT

The Company is pleased to present the 2020 ESG Report to provide an
overview of the Group’s management of significant issues affecting the
operations, including ESG issues.

Reporting Period

The Report illustrates the policies and performance regarding the
environmental and social aspects in the Reporting Period.

Reporting Scope and Boundaries

The Report focuses on the two principal business divisions, namely, trading
of (i) digital storage products and (i) general components. The reporting
boundary includes sites of operations’ in Hong Kong and Shenzhen. During
the Reporting Period, there was no material changes to the reporting scope
and boundaries. The Group will continuously upgrade its internal data
collection procedures and gradually expand the scope of the disclosure.

Reporting Basis

The Report is prepared in accordance with the ESG Reporting Guide as set
out in Appendix 27 to the Listing Rules on the Stock Exchange and on the
basis of the four reporting principles — materiality, quantitative, balance
and consistency:

“Materiality” Principle:

The Group determines material ESG issues by stakeholder
engagement and materiality assessment. Details are explained in
section headed “Materiality Assessment”.

“Quantitative” Principle:

Information is presented with quantitative measure, whenever
feasible, including information on the standards, methodologies,
assumptions used and provision of comparative data.

“Balance” Principle:
The Report identifies the achievements and changelings faced by
the Group.

“Consistency” Principle:

The Report uses consistent methodologies for meaningful
comparisons in the following years unless improvements in
methodology are identified.

! The sites of operations refer to the warehouse and office in Hong Kong and
the office in Shenzhen. They are operated by the Company’s subsidiaries
Ascent Way International Limited, AVT International Limited and Shenzhen
Lisigao Electronics Company Limited* (RIIIEBET & E-FHR A 7))

* The English name is translated for identification purpose only
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The Report has complied with all “comply or explain” provisions and
reported on selected recommended disclosures outlined in the ESG
Reporting Guide.

The information contained herein is sourced from internal documents and
statistics of the Group, as well as the combined control, management and
operations information provided by the subsidiaries in accordance with
the Group’s internal management systems. The Report is prepared and
published in both Chinese and English at the Stock Exchange's website
(www.hkexnews.hk) and the Company’s website (http://apexace.com/). In
the event of contradiction or inconsistency between the Chinese version
and the English version, the English version shall prevail.

Confirmation and Approval

The Report has been confirmed and approved by the Board on 26 March
2021.

Information and Feedbacks

The Group values the opinion of stakeholders. If you have any questions or
suggestions regarding the content of this Report, please contact the Group
through the following channels:

Address:  Units 2-3, 1/F, Sun Cheong Industrial Building,
1 Cheung Shun Street, Kowloon, Hong Kong

Email: enquiry@apexace.com

Tel: +852 3725 0102

Fax: +852 2401 2105

ESG GOVERNANCE STRUCTURE

The Group is committed to integrating ESG factors into its operations
in order to create sustainable value for stakeholders and take up the
responsibilities as a corporate citizen. The Group has established an ESG
Working Group. The ESG Working Group is composed of core members of
the Group and is responsible for facilitating the adoption of ESG strategies
and policies throughout the Group, collecting information related to ESG
and other relevant tasks. The ESG Working Group reports to the audit
committees on the implementation of ESG initiatives and the performance
of the sites of operations regularly.

The Board is responsible for the evaluation and determination of the
Group's ESG-related risks and ensuring that the Group has established an
applicable and effective system to manage and internally control ESG-
related risks.
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Stakeholder Engagement

Stakeholders’ opinion provides a solid foundation for the Group’s
sustainable development and success. The stakeholder engagement
helps the Group to develop a business strategy that meets the needs
and expectations of stakeholders, enhances the ability to identify risks
and strengthens important relationships. Stakeholders can express their
opinions on environmental, social and governance aspects through various
channels. The relevant stakeholders of the Group and their engagement
platforms are as follows:

BHE2H

FOHENERRAEE A HEHRNKINE
ERENER - HHE2EBAEEGIET
HeaFmhEFTERPLENRBRE @ =53
AEBRAIGENFIMNBREZMR - FHHEFBE
BEERBEREHRER HERERITED
BR - AEBERHEBRHEREZSET S
T

Stakeholders Engagement Platforms

#hE ZHYH

Government and regulatory agencies - Annual reports, interim reports, environmental, social and governance
reports and other public information

BREREEHE - FW - PERE BB g REAREUREMARER

Shareholders and investors . Annual general meetings and other general meetings of shareholders

RERREREE - BRERBFRGNREMBRRRE

Company website
NSIE A

Press release and announcements

HEREAE

Annual reports, interim reports, environmental, social and governance
reports and other public information

Fil - PHWRE  RE G REAMEANEMAFHER

Peer Industry . Exhibition and trade fair
A . RERESRESD
Employee . Training
== . E ol
Community services
L1 AR
Customer . Exhibition and trade fair
®F - REBENESRES
. Regular visits
Supplier . Supplier selection
s - HERDUE
. Exhibition and trade fair
RENESIRES
Regular visits
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Materiality Assessment

The Group identifies issues for disclosure in the Report through materiality
assessment. By considering the dependence and influence on the Group
of the stakeholders and the resources availability of the Group, our
management has identified key stakeholders and conducted a survey with
them. They have expressed their opinions and recommendations on the
sustainability issues related to the Group's operations.

Consolidating the results from materiality assessment, the Group has
identified the materiality level for the issues based on the relative
importance of the issues to the business and the importance to

stakeholders.

Materiality Level
ERMEE

ESG Issues
BRI - HERERESE

EEMME

RNEERBE R A BRI RN E B EE

B o RERFFHEHAREBENKERTZEIN
RASENER AR - EBEDHEMNE

EFNELMHETRAE - FHEERAEH

SEMNEANHEERAEERERLRELY

@uﬁz °

AEEFBBREEEUNEER - RREE
HEBHHEEZEAREFOHENERE
BRZENEEMREE -

High - Material to both the Group
and the stakeholders
E-HEAKERENEMSBEER

Customer satisfaction

EPmEE

Customers’ information and privacy protection

BEFER LILERE
Occupational health and safety
BEEEELTS
Anti-corruption
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Intellectual property
FERE

Community investment
HEKRE
Anti-discrimination

[RIEAR

Supply chain management

HIEEE R

Moderate - Material to either the
Group or the stakeholders
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Product quality

EmEE

Development and training
TR KIE

Advertisement and labelling
[BE RIRE

Diversity and equal opportunities
Zlt R TFEHRE
Employment practices
EfREH

Child labour and forced labour

BT REHIST

Low - Not Material

B-FTEE

Climate change
FUEEL
Raw material consumption

RIEOERE

Environmental and natural resources

BRELARARER
Energy efficiency
EEY G G

Water efficiency

FR7K e

Emissions

HER

Wastewater and waste

REIK 2 BEY)
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ENVIRONMENTAL ASPECTS REEE

Environmental sustainability is a key focus of the Group'’s corporate social
responsibility. The Group has formulated the Environmental Protection
Policy Statement to demonstrate its determination to protect the
environment.

Emissions

Since the business activities covered by this Report mainly involve
office operations, there was no emission that would have significant
environmental impacts other than GHG produced indirectly in the course
of electricity consumption. Domestic wastewater produced by the Group
was sent through a local pipe network to a sewage treatment plant.

The Group is committed to the following:

Minimise emissions of air pollutants and GHGs;

- Adopt internationally recognised standards or equivalent local
standards in assessing and disclosing the emissions of GHGs in its
operations;

- Prevent and minimise hazardous and non-hazardous waste; and

Properly discharge hazardous and non-hazardous waste produced in
its operations.

As the Group's business activities mainly involve office operations with no
material manufacturing of products, there are no significant environmental
laws and regulations that have a significant impact on the Group.

%TZIK%E’]?Q%EARiRE'J—IT—rﬁEZlK%.m%
HEETNEL - AEEDHIFIRERBOR
A UBRERERBARD ©

2954

EEEA$#&%M SHEBRBTESRMNE

I&tl?ﬁﬁiﬁiafﬂ%ﬁ%%“E"‘E“
E’]TJFE& HERERRETERELRERAE
FRON o REMEEM AR EEBICRBE
BB ES/KEEIER

REEHRNRNATEFE :

- BERLERSRUMEEREADE
e

— MRS A R F AR
s - RAERARMBEIRZNHL)
R

— BLERSBEREEMMEZEEY
P53

#

7 R Al A ) SRR A
R -

HRAEENREEHEES NP AELE
MI|E R 2 BUEEMRENE - FWES R
BRRERMROHASEELRETE -

|
B

o

Wy

ANNUAL REPORT 202043  §3



2020 Environmental, Social and Governance Report

_rgg,_

—TEEE e REARS

GHG Emissions

To control the GHG emissions, the Group has adopted policies on efficient
use of energy as described in the section headed “Use of Resources” below
and will continue to assess, record and disclose its GHG emissions and
other environmental data on a yearly basis. The performance indicators are
as follows:

BERE PN

REHRE ﬁ%%ﬁm AREBDHRATX
[BRGER | — 8 Rl A A UL AL IR 2 I
R i%%%iiﬂ% FCERMIRERER S

REEHER M IR EIR - ERURRAN T

GHG Emissions’ Unit 2020 2019
BER BN By —B-FF —E-NF
Scope 13 tonnes CO,-equivalent 13.00 2727
EHE— f%mﬁﬁi LABEET

Scope 24 tonnes CO,-equivalent 66.31 65.88
#oE— —ECE S - AR

Scope 3° tonnes CO,-equivalent 147.43 699.74°
HE=" _%MﬁQE VABBET

Total Emissions tonnes CO,-equivalent 226.74 792.89
BEEE _%Mﬁﬁi VABEET

Intensity tonnes CO,-equivalent/ft? 0.013’ 0.0457
BE f%mﬁzg PAWEEL, 5 R

During the Reporting Period, the drastic decrease of GHG emissions was PRI HIE - IR EREBHENE XER L T B

caused by the decrease of business air travelling due to the COVID-19
pandemic situation. During the Reporting Period, China High Speed Rail
travel was the main source of our GHG emissions which comprised around
91% of the GHG emission in Scope 3. Both air and China High Speed Rail
travelling are important for us to explore new business opportunities
and maintain relationship with our existing clients. We will continue to
keep track of employees’ business travelling and the corresponding GHG
emissions. The Group will encourage employees to make uses of phone
or video conferencing to reduce emissions from air and China High Speed
Rail travel.

2 The GHG emissions is estimated with reference to The GHG Protocol
Corporate Accounting and Reporting Standard published by World
Resources Institute and World Business Council for Sustainable Development,
2019 Sustainability Report issued by China Light and Power Co. Ltd. and
2011-2012 Regional Power Grid Average CO, Emission Factors in China
guideline published by the National Development and Reform Commission
of the People’s Republic of China.

2 Scope 1: The direct emission from the business operations owned or
controlled by the Group, including the fuel consumption from mobile
vehicles.

4 Scope 2: The “indirect energy” emissions from the internal purchased

electricity consumption by the Group.

° Scope 3: Other indirect emissions that occur outside the Group, including
emissions from business air travel and China High Speed Rail travel only.

g Scope 3 data in 2019 was restated.

/ The total site area of the offices is 17,554.2944 square feet.
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Wastes

The wastes generated from sites of operations are generally domestic % & ih B & A R EE )R

=27

EREREY - WA

wastes, office paper, paper board and toner. We have engaged with =4 + AR R AR o HAFIREE @YD 7 A

recycling companies to recycle the wastes. The details of the wastes

generated are as follows:

Bl EEY) - PRELERBEYFBNT

Wastes Treatment Method Unit 2020 2019
& BRESE By —ETHF —_ZE-NF
Non-Hazardous waste

EEEY

General Unclassified Wastes Disposed to Landfill kg 230.0 288.0
— MR D IRREY) HIHERE TR

Office Paper Recycled or Reused kg 8.0 12.08
WA=RR (] 4 =% 5 7 TR

Paper Board Recycled or Reused kg 56.0 48.0
R (o] 4 =% 75 7 T

Total 294.0 3480
Mt

Intensity Kg/employee 2.30° 2.85'°
BE FTr/EE

Hazardous waste

BEEY

Toner Recycled Kg 1.4 20
) E TR

Total 1.4 20
st

Intensity Kg/employee 0.011° 0.02'°
=E Fr/ &S

To reduce paper consumption, we encourage our employees to:

Reuse envelopes and folders for sending internal documents and
letters; and

Adopt electronic communication and filing.
The Group will continuously monitor the GHG emissions and waste

production to see if any detailed measures can be formulated in the future
for more effective management of emissions.

8 The amount of Office Paper consumption was restated.
? As at the end of December 2020, the total number of employees were 128.

10 As at the end of December 2019, the total number of employees were 122.
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Use of Resources

The Group is well aware that reasonable use of resources is essential to
sustainable development. The Group is committed to the following:

Adopt the principles of reduce, reuse and recycle to increase the
consumption efficiency of energy, paper, water, high-quality plastic
stretch film (packaging materials) and other resources in its business
operations;

Nurture the culture of environmental protection within the Group to
increase the environmental awareness of employees;

Formulate achievable and measurable goals with regard to
environmental protection;

Maintain continuous communication with employees with regard to
environmental protection policies;

Regularly review the implementation of the Environmental
Protection Policy Statement to ensure effective execution; and

To avoid employees from producing excessive paper waste,
towels are now provided in the toilets of the Group for the need of
employees and to encourage paper conservation.

The Group seeks to encourage its employees to adopt efficiency measures
in the use of lighting, computer, water, paper, and packaging materials.

Energy Management

The major energy source is electricity. The Group has implemented various
measures to mitigate the consumption regarding the use of lighting,
air conditioner and computer, such as labels with message of switching
off all electronic devices when not in use are placed next to switches of
electronic devices.

Lighting
Switch off unnecessary lighting in public areas (such as reception

area, pantry, lavatory and corridors) during less busy hours (such as
lunch-time and non-business hours);

Divide space into zones with the individual lighting control system
to provide flexibility; and

Paint light colours for the office walls and ceilings to reduce
unnecessary lighting.
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Air conditioner

Switch off unnecessary air-conditioners during less busy hours (such
as lunch-time and non-business hours);

Switch on the air-conditioner only when the meeting room is
occupied. Switch off the air-conditioner upon leaving the meeting
room; and

Replacing old, inefficient systems with energy-efficient air-
conditioning systems when necessary.

Computer

Adjust the computer setting to activate the standby or hibernation
mode of computers so that the display monitor will switch off
automatically or enter energy saving mode when left idle for a
prescribed period of time;

Adjust the brightness of the display monitor; and

Switch off computers (including the display monitor) after use.

The details of energy consumption are as follows:

Hy

ERAZEHNEE (TR R MIEE
R T UNENZR

QEIRQE@%MW%WWM°%ﬁ
Elu iHTF%TﬁﬁDJ_J 1 &

PR Z 0 LARRBE
R -

ERRGMAENER

= Kl
g

TR E LR T ARK A IS A L s KR
B FRTREERE —BBERER
B ERERASE ARIREER ¢
ARBRIRENZE R
RieEREK(BEERE) -

RERBEREREBANT

Energy Consumption Unit 2020 2019
BERUHFE B i —E-NF
Petroleum MWh 47.37 9441
A JKELHF

Purchased Electricity MWh 103.96 127.58
SN EE JKELRs

Total Consumption MWh 151.33 22199
HEHEE JKELIs

Intensity MWh/ft? 0.01 0.01
=R KELES TR

During the Reporting Period, the significant decrease of energy
consumption comes from both our fuel consumption of mobile vehicles
and electricity consumption in our offices, proving the effectiveness of our
energy saving initiatives.

RS M - EIRB R TR 8 M
TEMREDBRE R FIR A=W E IERE -
E AT MR R BEFE FERIAAR
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Water Resource

Water consumption refers to the water usage in washroom and pantry. The
water supply is provided by the third party and managed by the property
management company. Therefore, there is no issue in sourcing water.
The Group has implemented initiatives to control water consumption as
follows:

Turn off the water tap promptly after use;

Labels with message of water saving are placed next to water supply

KEIR
FKEREFHERIOKEAK - KB E
=hEf THYEESEAREIE - Bt -

ZAYN ﬂjiﬁ%ﬁ%kﬁ’ﬁnﬂ% o NEEE D HEITIA
TR EIREKE
PR BERNRat= 7k BESA -

EHKRIES BB RKRE R

facilities; and
When using dual-flush toilets, choose the amount of water for [ &= R LRI - BIRH R
flushing according to one’s needs and avoid unnecessary flushing. BAHKE - BTN ERHIK o
Water Resource Unit 2020 2019
KER B —ETEF —E-NF
Total Consumption m? 356 414
HFEEE MK
Intensity m*/employee 2.78° 339
7E SR RE
Others Hith

Maintain or replace malfunctioning equipment; and

Give priority to environmentally friendly products or materials in the
procurement process.

The Group plans to adopt more resource saving measures in the future,
such as holding regular internal environmental awareness seminars for
employees, turning off all electrical equipment when not in use at its
offices and warehouses, and conducting regular inspection for water
leaking faucets and toilets.

Packaging Materials
The main packaging materials include label stickers, stretch film and plastic

MR ERRERE &

ERBARSELEBRRERLM
£

AEBEABARRNELERBLOE
MRETEMRBRABREERNSE
TEBRRERREBANMERANMAE
e Y EHREKEBEMRIIEEIRKX

?«"ﬁ >mm E

BEMNE
TEREMHEREERA - AR RER

pallet. The details of the consumption volume are as follows: BIR - HEEMFIBAT

Packaging Material Unit 2020 2019
B B —B-FF —E-hF
Label Stickers tonnes 0.092 0.150
REALAR g

Stretch Film tonnes 0.255 0432
RS T8

Plastic Pallet tonnes 0.300 0.300
LERL 2R U
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The Environment and Natural Resources

Due to the nature of the Group's business, its daily business operations
posed no significant adverse impact on the environment directly. However,
the indirect GHG emissions would aggravate the phenomenon of global
warming. The Group strives to reduce the indirect impact caused by GHG
emissions through various measures mentioned in the sections “Emissions”
and “Use of resources”.

Looking ahead, the Group will continuously assess its environmental risks
so as to formulate appropriate response measures and regularly review
and update its Environmental Protection Policy Statement.

SOCIAL ASPECTS

The Group abided by all laws and regulations adopted in all sites of
operations and has formulated the Employment and Labour Practices
Policy Statement. The aim of the Employment and Labour Practices
Policy Statement is to provide employees with a workplace that is free of
discrimination and harassment and emphasises diversity, health and safety.

Employment and Labour Practices
Employment

The Group regards talents as a key to corporate success and sustainability.
The Group stipulates in the Employment and Labour Practices Policy
Statement and Employee Handbook that the Group will:

Provide equal opportunities in employment, training and career
development regardless of gender, age, nationality, race, skin colour,
religion, body size, illness, mental or physical disability, family roles,
family composition, sexual orientation, political beliefs or social
status;

Provide employees with internal guidelines in relation to equal
opportunities, discrimination and harassment; and

Create a diverse working environment within the Group.

Remuneration and compensation

The remuneration is determined based on the internal grading
structure and with reference to the employee’s educational or technical
qualifications, experience and degree of responsibility pertinent to the
job. Salary is reviewed and adjusted regularly based on the basis of salary
surveys on the market, the performance of employee, growth potential, as
well as the Group's overall business performance.

Besides, overtime compensation is offered to applicable employees, such
as meal allowance, travelling allowance. Depending on the employees'’
performance, market conditions and profitability of the Group’s business,
we may issue an Annual Discretionary Bonus to employees who are non-
contractual in employment nature and who are fully discretionary.
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Promotion

Employees are promoted on basis of their performance in the current
jobs and the extent to which they demonstrate the attributes required
for the higher grade. Promotion assessment will be conducted by the
Head of Department or Business Unit and the Head of Human Resources
and Administration Department, and finally approved by the authorised
Management.

Working hours, rest periods

The Group implements five-day work week for non-shift employees. Shift
employees will work according to shift roster but will be entitled to a rest
day per week. The Group's statutory holidays are entitled to employees,
including public holidays, annual leave, sick leave, marriage leave,
maternity leave, paternity leave, compassionate leave, birthday leave and
jury leave.

Welfare and other benefits

Employees after probation are admitted to the Group’s medical scheme
and are included in the travel and personal accident insurance. Monthly
contributions are made to Mandatory Provident Fund retirement benefit
scheme under the Mandatory Provident Fund Schemes Ordinance (Cap.
485) of Hong Kong.

The Group abided by the employment laws and regulations that apply
to its sites of operations, including but not limited to the Employment
Ordinance (Cap. 57), the Employees’ Compensation Ordinance (Cap.
282), the Minimum Wage Ordinance (Cap. 608), the Occupational Safety
and Health Ordinance (Cap. 509) of Hong Kong and the labour law of
the People’s Republic of China. During the Reporting Period, there were
no cases of non-compliance in relation to compensation, dismissal,
recruitment and promotion, working hours, rest periods, equal opportunity,
diversity, anti-discrimination, and other benefits and welfare.

The Group has been enhancing the related employment policies and
establishing a grievance mechanism to timely manage and respond to
grievance and suggestions raised by employees recently, employees can
report any cases to their department head, the Human Resources and
Administration Department, the Administration Supervisor or the Group's
management verbally or in the form of written notices or email. Our
management will investigate such cases and make final decision on the
follow up actions to be taken on those cases.

To strengthen the bonding and relationship between the Group and our
employees, we have organised a variety of employees activities during the
Reporting Period, including but not limited to monthly birthday parties,
Christmas lucky draw, etc. The Group has also offered festive treats such
as mooncakes to our employees and has arranged early office closure on
festive periods.
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Employment Profile

Our employment profile during the Reporting Period is as follows (including

employees in core business only):

TR HE HRMERFENL T (EBERZ
DEBIEER) -

2020

Workforce ST B —2-2F
By Gender b gkl k- an

Male XL 59

Female gl 42
By Age Group RER AR B2

Below 30 305RA T 19

30-50 30E508% 70

Over 50 50BRA L 12
By Employment Type RERERE2

Full time 25 101

Part time B Y
By Geographical Region ZiE RIS

Hong Kong BB 33

The Mainland China R B A 66

Other Country or Region HA R sk = 2
Total st 101
Employee Turnover BT X

The Group considers employees as one of the most valuable assets of
the Group, the management team of the Group has continuous close
monitoring on the turnover rate of employees and strives to maintain a low
turnover rate by improving the welfare and fringe benefits of employees.
During the Reporting Period, the employee turnover rate is as follows:

zﬁ‘*lﬂ%;ﬁlﬁ%zﬁ%lf—ﬁ{ﬁfﬁmﬁﬁz

AEENEREEFRFEFYERE TR
KR BHEBNZEETENLMERET
HRHEMAER - RIREHE - B TRAED
B

2020

Turnover Rate TR E —E-EF
By Gender gk (ay

Male S 22.0%

Female g 11.9%
By Age Group RERARE D

Below 30 30BRIA T 10.5%

30-50 30E505% 20.0%

Over 50 505%A 16.7%
By Geographical Region it 2 &2 2

Hong Kong 5% 15.2%

The Mainland China H B A D, 18.2%

Other country/region HBER, bl 50.0%
Overall Eog 17.8%
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Health and Safety

To build a healthy and safe working environment, the Group has stated its
commitment in the Employment and Labour Practices Policy Statement
that it will:

Formulate occupational health and safety measures to minimise the
risk of employees being injured, infected, or exposed to occupational
hazards in the workplace; and

Prepare for emergencies to ensure that the Group can respond in a
timely and effective manner.

To ensure adequate protection for employees against accidents,
instructions are issued to departments on safety policies and procedures.
Employees must follow the safe and health measures established by the
Group in the Safety Policy Handbook. Every supervisor or department head
is responsible for monitoring on the compliance of the safe and health
measures of their own department.

The Group abided by the relevant laws and regulations that apply to its
sites of operations, including but not limited to the Occupational Safety
and Health Ordinance (Cap. 509) of Hong Kong. During the Reporting
Period, there were no cases of non-compliance in relation to providing a
safe working environment and protecting employees from occupational
hazards.

On the other hand, the Group has established announcements and
advertisements related to occupational health and safety in the workplace.
To protect our employees from the threat of COVID-19, the Group has
established preventive, contingency measures and have formed a Disease
Prevention Response Unit to mitigate the risks of virus from spreading in
workplace. The precautionary measures we have executed including but
not limited to the followings:

Providing sanitizers, wet wipes, body temperature detector and
Health Declaration Forms at the reception area for the convenience
of employees and visitors;

Masks must be worn at all times once employees have entered the
workplace; and

Employees feeling unwell or having a body temperature higher
than 37.2 Degree Celsius must report their cases to their supervisors
and the Human Resources and Administration Department, they
are required to seek appropriate medical treatment and take rest at
home until they are fully recovered.
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The Group also defined different response levels from 1 to 5 depending
on the level of severity of the pandemic situation and will take immediate
actions in response to the pandemic situation around the workplace
following the guidance of different response level as stipulated in our
COVID-19 Prevention and Contingency Measures and Guidelines.

Looking ahead, the Group will continue to refine its occupational health
and safety management system and organise occupational health training
to improve the health awareness of employees.

Development and Training

The Group values the employees’ development and training and has
stated in the Employment and Labour Practices Policy Statement that it
will:

Invest in the training and career development of employees;

Provide adequate training opportunities to enhance the knowledge
and skills required for employees to perform their job duties; and

Continuously improve the employment system and create a positive
environment for the career development of employees.

Below are the percentage of employees who have received training held
by the Group during the Reporting Period:
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2020
Percentage of Employee Receiving Training! E TEZIZIMNE L —ECEF
By Gender gl ko
Male S 83.0%
Female 1 85.7%
By Employment Category REBERNE S
Senior Management RRERE 25.0%
Middle Management RREIRRE 76.3%
General Staff —REBE 93.2%
Overall 2 84.2%

" Percentage of trained employee = Total number of employees received
training during the Reporting Period / Total number of employees.
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The training hours of employees who received training during the

RS AEC & XA B T 2m

Reporting Period are as follows: S
2020
i S 2.2
Hours/employee
Average Training Hours'” 15 3% 5| R 4 2 AN
By Gender R4 B &l o
Male S 43
Female % 2.4
By Employment Category RERERNES
Senior Management SREREE 3.0
Middle Management HRERE 4.7
General Staff —MREE 2.7
Overall B 3.5

The Group conducted technical product training as well as training on
information technology (such as, ERP system, Cisco Demonstration),
product introduction, briefing sessions for internal schemes, etc. for
employees who were eligible. To communicate with its employees about
their career development and performance, management also held
performance review with employees on an annual basis.

Recently, the Group has been building a system to assess the performance
of employees annually. The Group will continue to periodically review and
update its development and training measures.

Labour Standards

The Group has formulated the Employment and Labour Practices Policy
Statement and prohibits the use of child labour and forced labour. The
Group undertakes timely communication with employees regarding
overtime work arrangements. For example, if there is any need for regular
overtime work, the Group will make forward planning and discussion with
the relevant employees beforehand. Before hiring, various documents
related to the age of applicants are checked to verify his/her age and
identity to avoid child labour and forced labour. Despite that the Group has
already established a set of procedures to mitigate the risks of employing
child labour or forced labour, we are also committed to establishing
contingency measures to counter any cases of child labour or forced
labour if such cases arise.

12 Average training hours = Total training hours during the Reporting Period /
Total number of employees.
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The Group abided by the relevant laws and regulations that apply to
its sites of operations, including but not limited to the Employment
Ordinance (Cap. 57). During the Reporting Period, there were no cases of
non-compliance in relation to child labour and forced labour.

The Group will continue to review the implementation of its Employment
and Labour Practices Policy Statement regularly to ensure effective
execution of its practices on prohibiting child labour and forced labour.

Operating Practices

The Group abided by laws and regulations that apply to all sites of
operations and has formulated the Supply Chain Management, Product
Responsibility and Anti-corruption Policy Statement in order to manage
environmental and social risks in its daily operations.

Supply Chain Management

The Group believes that proper management of supply chain is essential
to a socially responsible company and is committed to the following:

Stringently select suppliers and review their performance regularly;

Identify environmental and social risks in the supply chain and
formulate corresponding measures; and

Ensure continuous communication with suppliers and provide them
with timely support.

When selecting and sourcing potential suppliers, the Group will take into
account certain factors including (i) the suppliers’ credentials such as, their
backgrounds, production facilities and goodwill; (ii) the features and quality
of the products manufactured by them; (iii) the current and forecasted
demand of the products in the market; (iv) the price and payment terms
offered to the Group; (v) their technical capability and (vi) conduct site visit
to the supplier candidate if necessary.

The Group has established a risk assessment procedure to identify
environmental and social risks of suppliers and formulate a supplier code
of practice that covers issues of environmental protection and community
care. The Group will continuously review and improve related procedures.
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Product Responsibility

The Group is principally engaged in the sales of electronic components
and is committed to the following:

Ensure the quality of our products to safeguard the health and safety
of our clients;

To fulfil the promotion and sales commitment regarding quality of
our products;

Protect clients’ privacy when collecting, saving, using and sending
personal information of clients;

Formulate remedial measures and contingency plan when there is
client information leakage in a timely and effective manner;

Adopt adequate measures to maintain and protect the Group
intellectual property rights; and

Ensure continuous communication with employees and clients
regarding product responsibility.

The Group has developed internal quality monitoring standards to ensure
our product safety. For instance, the goods supplied shall be subject to
Restriction of the Use of Certain Hazardous Substances (“RoHS") compliant.
Besides, the Group has implemented measures related to product return
and customer privacy protection. The details are illustrated in the following
sections. Issue related to advertising or labelling does not have a significant
impact on the Group's operations.

The Group abided by the relevant laws and regulations that apply to its
sites of operations, including but not limited to the Trade Descriptions
Ordinance (Cap. 362) and Personal Data (Privacy) Ordinance (Cap. 486)
of Hong Kong. During the Reporting Period, there were no cases of non-
compliance in relation to health and safety, advertising, labelling and
privacy matters relating to products and services provided.

Quality control and management

Upon the arrival of the products to the Group, items are ascertained to
be delivered in accordance with our purchase orders, namely the type
and quantity of the products. Once the delivery is confirmed, the staff will
conduct visual checks against the products to ensure that the quality is
up to standard, followed by the conduct of performance testing on some
storage system products.

Most products are packaged in vacuum sealed bags, in such circumstances,
only visual inspections would be conducted on these products. Generally,
opened or damaged packaging is not accepted by our customers, it is
thus not feasible for the Group to conduct performance testing on these
products prior to delivery. The product packaging must be intact to
guarantee the authenticity of the products and that the products have
never been tampered with.
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The Group also has measures in place to protect the products from being
damaged during the testing process. The Group’s quality assurance
technicians are required to wear anti-electrostatic clothing and shoes to
prevent the hardware components from being damaged or destroyed by
electrostatic discharge during the testing.

After the visual inspection, products would be repacked pending delivery
in accordance with the purchase orders issued by our customers.

Product return policy

The availability of warranties is subject to the decision of the upstream
manufacturers. Where the upstream manufacturers provide warranties
to the Group, we would in turn, provide warranties to our customers. The
Group would subsequently return defective products under warranty
to the relevant upstream manufacturers for an exchange according
to the Return Merchandise Authorisation™ procedures as agreed with
the upstream manufacturers. The related costs of return are borne by
the relevant upstream manufacturers as per the relevant distribution
agreements. It is believed that the quality of the Group's products would
be maintained and that no substantial costs shall be incurred by the Group
even if we encounter product return circumstances.

Customer data protection and privacy

The Group attaches great importance to the confidential information
of the customers. To ensure the safety and privacy of client information,
the Group will only collect client data for purposes permissible under
the applicable law. Employees are required to sign Confidentiality, Non-
disclosure and Non-competing Agreement, stipulating that the trade
secrets and other confidential information shall not be revealed to any
person, company or media.

In the future, the Group will continue to pay attention to amendments of
relevant laws and regulations in relation to product responsibility. This will
enable the Group to take follow-up action in due course.

Anti-corruption

To maintain a fair, ethical and efficient business and working environment
and prevent any form of corruption, the Group is committed to the
following:

Nurture an anti-corruption atmosphere within the Group to improve
employees’ anti-corruption awareness;

Ensure continuous communication with employees and clients with
regard to anti-corruption policy and execution; and

Adopt measures to prevent behaviours such as bribery, extortion,
fraud and money laundering.

& Return Merchandise Authorisation, one of the after-sales services that
provides replacement or repair of defective components, given that the
components are within the product’s warranty period.
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Employees are prohibited from accepting, soliciting or offering gifts for
business partners, such as customers and suppliers. As detailed in the
Employee Handbook, the Group has specified the circumstances that allow
its employees in accepting and granting gifts. Employees must declare and
obtain approval from management for cases that are deemed inevitable.

Employees are required to report to management through their
department head or the Human Resources and Administration
Department of incidents or suspected cases of corruption, theft, fraud and
embezzlement. The Group management will make an investigation and
report to the relevant authorities if necessary.

The Group abided by the relevant laws and regulations that apply to its
sites of operations, including but not limited to the Prevention of Bribery
Ordinance (Cap. 201) in Hong Kong and the Criminal Law of the People’s
Republic of China. During the Reporting Period, there were no cases
of non-compliance in relation to bribery, extortion, fraud and money
laundering.

The Group has formulated a corruption risk assessment mechanism and
will introduce terms related to anti-corruption in the employment contract.
The Group will regularly review and update its anti-corruption policy and
measures.

Community
Community Investment

The Group has formulated the Community Investment Policy Statement to
fulfil its corporate responsibility and contribute to the community where it
operates. The Group is committed to the following:

Promote a responsible corporate culture within the Group;
Encourage and arrange employees to participate in voluntary
services and charity activities;

Leverage its expertise to contribute to the community where it
operates; and

Strive to make donations and provide sponsorship to charity events
or activities that can bring positive influence to the society.

The Group selects and approves volunteering and charity activities
organised by external organisations. The Group encourages employees to
participate in and organise their own volunteering and charity events.

In the future, the Group will continue to understand the needs of

the communities in its sites of operations to determine the focus of
contribution.
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Independent Auditor’s Report
TN A2 B R

J 3(,-_—;1- CERTIFIED PUBLIC ACCOUNTANTS (PRACTISING)

@T Em% HONG KONG

TO THE MEMBERS OF APEX ACE HOLDING LIMITED
(incorporated in Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Apex Ace
Holding Limited (the “Company”) and its subsidiaries (collectively referred
to as, the “Group”) set out on pages 78 to 175, which comprise the
consolidated statement of financial position as at 31 December 2020, and
the consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of significant
accounting policies.

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

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

KEY AUDIT MATTERS
Key audit matters are those matters that, in our professional judgment,

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

Key audit matters identified in our audit are summarised as follows:

1. Revenue recognition;

2. Impairment assessment of trade receivables; and

3. Provision for inventories.
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KEY AUDIT MATTERS (CONTINUED)
1. Revenue recognition

Nature of the key audit matter

BREITEEME

ARETSE(E)
1. WEER

How our audit addressed the key audit matter

EENETNMEERRETSE

As set out in note 5 to the consolidated financial
statements, the revenue of the Group for the
year was HKS$1,756 million. Revenue principally
comprises sales of digital storage products and
general electronic components. For revenue
recognition, once the products are delivered to the
customers and the customers acknowledge the
receipt of the products, the control of the goods
is considered to have been transferred to the
customers and revenue is recognised at that point.
The accounting policy for recognition of revenue
is disclosed in note 3 to the consolidated financial
statements.

We identified revenue recognition as a key
audit matter because revenue is one of the key
performance indicators of the Group and therefore
it gives rise to an inherent risk that revenue could
be recorded in the incorrect period or could be
subject to manipulation.
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Our audit procedures to assess the recognition of revenue
included the following:

BENEHEF DA AR SR

Assessing the design, implementation and operating
effectiveness of key internal controls over revenue
recognition;

Obtaining confirmations from major customers to ascertain
the amounts of sales to them from the Group for the year;

Assessing, on a sample basis, whether revenue transactions
recorded during the year had been recognised in the
appropriate period by comparing the transactions selected
with relevant underlying documentation, including
customers’ purchase orders, goods delivery notes and sales
invoices;

Scrutinising the delivery notes before and after the year end
on a sample basis to assess whether revenue is recognised
in the correct period;

Scrutinising the sales ledger after the year end to identify
significant credit notes issued and sales returns and
inspecting relevant underlying documentation to assess
if the related revenue had been accounted for in the
appropriate period in accordance with the requirements of
the prevailing accounting standards; and

Inspecting significant manual adjustments to revenue
raised during the year, enquiring of management about the
reasons for such adjustments and comparing the details of
the adjustments with relevant underlying documentation.
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KEY AUDIT MATTERS (CONTINUED)
2. Impairment assessment of trade receivables

Nature of the key audit matter

REETEEME

FRETSER(E)
2. EBSRUIRREVRER S

How our audit addressed the key audit matter

EENETNAERERREETSE

We identified the impairment assessment of
trade receivables as a key audit matter due to the
use of management judgement and estimates
in assessing the impairment of trade receivables
under the expected credit losses model.

As disclosed in note 4 to the consolidated financial
statements, in determining the provision for
impairment of trade receivables, the management
considers the ageing analysis of trade debts, the
current creditworthiness of the customers, the
past collection history of each debtor and existing
market conditions. Management also considers
forward-looking information that may impact
the customers’ ability to repay the outstanding
balances in order to estimate the expected credit
losses for the impairment assessment.

At 31 December 2020, the carrying amount
of trade receivables was HK$499,348,000 and
allowance for impairment of HK$30,956,000 was
recognised.
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Our audit procedures to assess the impairment of trade
receivables included the following:

Understanding the Group's key internal control in managing
and monitoring its credit risk, debt collection and estimate
of expected credit losses;

Re-computing the accuracy of ageing analysis of trade
receivables and testing the accuracy of the ageing analysis
by, on a sample basis, checking to source documents;

Obtaining confirmations from debtors, on a sample basis, to
verify the accuracy of the debtor balances;

Reviewing the subsequent settlement of trade receivables
and checking the subsequent settlement, on a sample
basis, to the related sales invoices and bank records;

Assessing the reasonableness of the impairment assessment
made by the management by examining the information
used by management to make such judgements, including
testing the accuracy of the historical default data, evaluating
whether the historical loss rates are appropriately adjusted
based on current economic conditions and forward-looking
information; and

Assessing the adequacy of the credit risk disclosures in
relation to trade receivables.
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Independent Auditor’s Report
BN B S

KEY AUDIT MATTERS (CONTINUED)
3. Provision for inventories

Nature of the key audit matter

BEEEEME

ARETSE(E)
3. FERE

How our audit addressed the key audit matter

EENETNAEERRETSE

We identified the provision for inventories as
a key audit matter due to use of judgement in
determining the appropriate levels of inventory
provision.

As disclosed in note 4 to the consolidated financial
statements, in determining the allowance for
slow-moving and obsolete inventories, the
management takes into accounts the ageing,
net realisable value and subsequent sales of
inventories.

At 31 December 2020, the carrying amount of
inventories was HK$229,265,000 and no written
down of inventories was made for the year.

BAFERBIESRRESFE  RE
ENEEFERBEE K TRERHE -

WER A ISR T4PTIRE - REBEERHHE L
CEFENRER  BEEEEREK - FTER
FERFERERHE -

R-Z-_TE+-A=+—H HENEEE
#$229,265,00078 7T + F A EVE L F S MU ©

Our audit procedures in relation to provision for inventories
included the following:

EaNa g,
= ST E

Understanding the inventory impairment policy of the
Group and management’s assessment in estimating the net
realisable values of the inventories;

Assessing the reasonableness of management’s estimates
of the net realisable value of inventories on a sample basis
with reference to ageing of the inventories, subsequent
sales of inventories, latest selling prices, and estimates for
costs to make sales;

Testing the accuracy of the ageing analysis of the
inventories by, on a sample basis, checking to the source
documents; and

Enquiring the sales team of the Group about the expected
sales of the slow-moving or long-outstanding inventories.

HEERBNETREFEETIISE

TR BESEENEEREBRERAGEFFENTER
/?TEH?LE,]EEEP¥1E ’

Z2EZGFERK  FEARHEE ZFEERELEE
E’JWZME.# TETMJHEEEEE’JT? AR FEMAE
=EREE

LHHHME‘E%W”Q*#W?EWEF RAREFEERNRE ST
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Independent Auditor’s Report
N Z BN S

INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON

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

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

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

RESPONSIBILITIES OF DIRECTORS AND THOSE CHARGED
WITH GOVERNANCE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The directors are assisted by the Audit Committee in discharging their
responsibilities for overseeing the Group's financial reporting process.
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Independent Auditor’s Report
BN B S

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

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

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

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

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

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

- Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.
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N AZ A R

AUDITOR’S RESPONSIBILITY FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

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 a manner that achieves fair
presentation.

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

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

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

AUDITOR’S RESPONSIBILITY FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

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 LAl Shuk Ping.

Graham H.Y. Chan & Co.
Certified Public Accountants (Practising)
Hong Kong

26 March 2021
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

sre B M EAM R E WS

For the year ended 31 December 2020 BIE—ZE-_TF+-_A=+—HILFE

(Expressed in Hong Kong dollars) (LETIT)
2020 2019
—E-EF —TNF
Note $’000 $'000
b T T
(restated)
(1&&:31)
Revenue Wz 5 1,756,038 1,936,844
Cost of sales HEMAR (1,617,012) (1,783,026)
Gross profit EF 139,026 153,818
Other income E b A 6 11,912 3,840
Decrease in fair value of JEMELNFERD
investment property (700) (2,300)
Impairment loss on trade receivables & 5 EUWBRFUREEE (18,781) (12,175)
Impairment loss on loans receivable R EFREEE (1,350) -
Impairment loss on purchase deposit B B iZ & REEE - (4,325)
Distribution and selling expenses DM EERY (62,127) (78,138)
Administrative expenses ITHHX (59,574) (61,848)
Finance costs & RN 7 (6,635) (7,121)
Profit/(loss) before tax RREBLADER(B18) 8 1,771 (8,249)
Income tax expense FrB iR 10 (1,650) (863)
Profit/(loss) for the year FEREF(EHR) 121 (9,112)
Other comprehensive Hap2mEzs
income/(expense) (FEx%)
Items that may be reclassified Eig A B 7R E B
subsequently to profit or loss: JHH -
Exchange differences arising on BEBINEBEEZ
translation of foreign operations ME X Z5 2,567 (341)
Items that will not be reclassified BETSEF 7 EZ B
subsequently to profit or loss: ZIEE -
Surplus on revaluation of leasehold EHEELTHRETF
land and buildings 2 BER 2,360 13,848
Deferred tax arising on revaluation of ~ EfLFAE L MIEF
leasehold land and buildings BEEZRENIE (318) (2,518)
Other comprehensive income FRHM2EKE
for the year, net of tax MBRELE 4,609 10,989
Total comprehensive income FREMMB AL
for the year 4,730 1,877
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

Are B M E M E WS

For the year ended 31 December 2020 BE—ZE-_TF+-_A=+—HILFE

(Expressed in Hong Kong dollars) (LETIT)
2020 2019
—E-EF —T—F
Note $’000 $'000
BaE T T
(restated)
(&E5)
(Loss)/profit for the year attributable to: LA A L FE(RF R
(E518), & # :
— Owners of the Company e VNGIEZS DN (5,115) (16,985)
— Non-controlling interests — IR S 5,236 7,873
121 9,112)
Total comprehensive (expense)/income A A TEEFAEE
for the year attributable to: (Fx),/We=4ags -
- Owners of the Company . NCIEZS DN (458) (5,994)
— Non-controlling interests — JEVERR RS 5,188 7,871
4,730 1,877
Loss per share attributable to RATEE AEMN
owners of the Company BREE
- Basic — &K 11 |(0.51)HK centsi&{lli | (1.70)HK cents/ &1Ll
~ Diluted —#5E N/ATiE A N/ARE B

The notes on pages 85 to 175 form part of these consolidated financial  ZF85ZE 1758 2 Mk It F4r & M B W Ek

statements. AT
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Consolidated Statement of Financial Position

Are ISR

At 31 December 2020

RZE-_ZF+_-_A=+—H

(Expressed in Hong Kong dollars) — (LAETZR)
2020 2019
—EC-BE —T-NF
Note $’000 $'000
ihEzs Fr Tt
(restated)
(geE5)
Non-current assets FREBEE
Property, plant and equipment WE - R MR 13 63,843 62,045
Right-of-use assets EREEE 13 816 2,915
Investment property REYFE 14 51,000 51,700
Intangible assets mIEE 15 22,474 -
Deposits paid for acquisition of WS - BB R&iE
property, plant and equipment, R ETEED
and intangible assets BEftiEe 18 256 17,458
Deposit paid for acquisition of business B E L& 18 - 11,123
Deferred tax assets BEFIBE E 23 7,743 4,868
146,132 150,109
Current assets REBEE
Inventories #E 16 229,265 83,018
Trade receivables B 5 IRBIR 17 499,348 485,861
Other receivables, deposits and HaEIaIE - me &k
prepayments TETRIR 18 57,486 8,145
Income tax recoverable BEE)iECy 1,259 5412
Bank balances and cash RITHEHRNIRE 19 95,039 211,809
882,397 799,245
Current liabilities REEE
Trade payables B S ENERR 20 188,908 224,950
Other payables, accruals and HubfENFUE « BT ER
deposits received e Wize 21 33,779 44,820
Lease liabilities — current portion HEAE - REHD 13 921 2173
Bank borrowings RITEE 22,32 478,779 346,092
Income tax payable FEAS S AR 1,639 8,162
704,026 626,197
Net current assets REBEEFEE 178,371 173,048
Total assets less current liabilities HAEERATHEE 324,503 323,157
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Consolidated Statement of Financial Position

e MR R

At 31 December 2020 RZZZZTF+=-—_A=+—H
(Expressed in Hong Kong dollars) (WA &7T 5 7)
2020 2019
—E-EF —TNF
Note $’000 $'000
(b= e T
(restated)
(&&=&=75))
Non-current liabilities FRBEE
Lease liabilities — non-current portion fﬁfﬁﬁﬁ IERENRR 13 - 802
Deferred tax liabilities BEHIEAE 23 3,009 2,643
3,009 3,445
Net assets BEEEE 321,494 319,712
Capital and reserves EXR#E
Share capital A% 24 10,000 10,000
Reserves s 283,414 283,872
Equity attributable to ownersof  AATFHEE AEGER
the Company 293,414 293,872
Non-controlling interests RS 28,080 25,340
Total equity MR 321,494 319,712

The consolidated financial statements on pages 78 to 175 were approved
and authorised for issue by the board of directors on 26 March 2021 and

were signed on its behalf by:

Lee Bing Kwong

R

Director

EZE

The notes on pages 85 to 175 form part of these consolidated financial

statements.
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—=—

=

_Eiﬂ —+/\

WHRATATHRERE

%85¢175§ZW?%W1H3%2?

Z 87

Lo Yuen Kin
ETR
Director

EE
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Consolidated Statement of Changes in Equity
e R B BE

For the year ended 31 December 2020 BZE-—TE-_TF+_-_A=+—HIFE

(Expressed in Hong Kong dollars) (LETIT)
Attributable to owners of the Company
FORER AL
Asset Non-
Share Share Other revaluation  Exchange  Retained controlling Total
capital  premium reserve reserve reserve  eamnings Subtotfl interests equity
BE  REEE ARk EEEMEE ENRE  REEA Nt FEREER fiEs
§000 §000 51000 51000 §000 §000 5000 5000 §000
T T I T T T T T T
Balanceat 1 January 2019 R=B-NE-A-Be&h 10000 103944 3086 - “ 188309 305866 BK6 3973
(Loss)/profit for the year En(EE)/ 65 = = = = - (16985 (16985) 7873 0112
Other comprehensive Income/ Ehgt2EbE/ ()
(expense) for the year o
- Exchange differences arising on -REBNREE ERER
translation of foreign operations - - - - (339 - (339 2 (341)
- Surplus on revaluation of -EfRETHRET Bl
leasenoldland and buildings = = = 13,848 = = 13848 = 13848
-Deferied taxarsng onrevaluationof  ~BIEEEHHRETELZER
g ®E T T ST . B .
Other comprehensive income/(expense)  FAEM AN/ (%)
forthe year - - - 11330 (339 - 10991 2 10989
Total comprehensive income/ FRRERG/(FX)EE
(expense) for the year - - - 11330 (339 (16985) (5994) 7871 1877
Dividend paid to shareholders ERRERE - - - - - (6,000) (6000 = (6,000
Dividend paid to the non-controling Rl
shareholder of a subsidiary - - - - - - - (5.897) (5897)
Balance at 31 December 2019 R=B-NE+ZR=+-H
BB 10,000 103944 3,086 11330 108 165,404 293872 25840 319712
Balance at 31 December 2019 AZE-hE+=f=1-8
- as previously reported ZER-BENZR 10000 103,944 3,086 - 108 165404 282,542 25800 308382
Change in accounting policy (note 20) & HEEB (M) - . - 1330 5 . 11,330 - N30
Balanceat 1 January 2020 RZB-BE-A-AzEH
- restated - {5 10,000 103,944 3,086 11,330 108 165404 293,872 25840 319712
(Loss)/profitfor the year ERER)/aH - - - - - (5115 (5115) 5,236 121
Other comprehensive income/ EREH2 AR/ (%)
(expense) for the year
- Exchange diferences arising on -REBNFREEZENER
franslation of foreign operations - - - - 2,615 - 2,615 (48) 2,567
- Surplus on revaluation of -EfRETHRET BR
leasehold land and buildings - - - 2,360 - - 2,360 - 2,360
-Defered taxarising on revaluationof ~ ~ERERELHREFELL
il BERR SR S L B S L B S
Other comprehensive income/(expense) — FREM2ENE /()
forthe year - - - 2,082 2,615 - 4,657 (48) 4,609
Total comprehensive income/ ErzEbs/(B%)4E
(expense) for the year - - - 2,082 2,615 (5,115) (458) 5188 4730
Revaluation reserve realsed upon WH STHRETINE
depreciation on revluation of leasehold £ Ef
land and buildings - - - (571) - 571 - - -
Dividend paid to the non-controlling B -ANBADEEREERE
shareholder of a subsidiary - - - - - - - (2,948) (2,948)
Balance at 31 December 2020 R-B-8£+-R=1-A
L& 10,000 103,944 3,086 12,801 2,123 160,860 293,414 28,080 321,49
Note: Other reserve mainly represents the difference between the historical cost of — BfsE :  E b E = BI5 SRR O N —M
the shares of a subsidiary paid by the then controlling shareholder and the Mt /B A &) 38 1 B 1) B AN B2 VR A 2 Ha Hy R
consideration paid by the Group in exchange. SEENREZHEHNEEE -
The notes on pages 85 to 175 form part of these consolidated financial 58 85% 1 \ZW%IT%EJZJLI:%%%/E.\Eﬁﬁ%iE%
statements. 22—
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Consolidated Statement of Cash Flows

l\ﬂ—\ Eﬁi//lbii.%

For the year ended 31 December 2020 BZE-—TE-_TF+_-_A=1+—HIFE

(Expressed in Hong Kong dollars) (LB T)
2020 2019
—ECEH —hE
Note $’000 $'000
BaE Fr Tt
Operating activities RETER
Profit/(loss) before tax RBADR A (E18) 1,771 (8,249)
Adjustments for: e
Decrease in fair value of KEMERNTHERD
investment property 700 2,300
Loss on disposal of property, HEME - BE &&#E
plant and equipment =g 9 4
Interest income FBWA (2,011) (908)
Depreciation — property, TE-—M%E  BEK
plant and equipment B 3,736 3,023
Depreciation - right-of-use assets mE-—FREEE 2,135 1426
Amortisation - intangible assets - EEAE 2,576 -
Write-down of inventories T &MU - 1,369
Impairment loss on trade receivables B 5B ER FURE K18 18,781 12,175
Impairment loss on loans EWER HEEiZe
receivable/purchase deposit BIEEE 1,350 4,325
Finance costs A& B AN 6,635 7,121
Operating cash flows before LEEFIRILE
working capital changes ReRE 35,682 22,586
Increase in inventories FEEM (141,247) (4,553)
(Increase)/decrease in trade receivables B 5 FEUBR X (3% 40),/
S (32,268) 10917
(Increase)/decrease in other Efb e GRIE © e IR
receivables, deposits 1‘JL/TAIE(173D Ve
and prepayments (38,000) 53,781
(Decrease)/increase in trade payables B 5 ERBEZCRA ),/
A0 (36,042) 19,061
(Decrease)/increase in other payables, EfEFUE - Bt E
accruals and deposits received kBWZES (CRd),”
AN (11,041) 13,506
Cash (used in)/generated from e EE(FTA),/
operating activities Figcsskn (222,916) 115,298
Interest income received B B A 445 908
Tax paid BFRIE (6,899) (1,669)
Net cash (used in)/generated KEEE (FrA), 8
from operating activities BEFE (229,370) 114,537
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Consolidated Statement of Cash Flows
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For the year ended 31 December 2020 BZE-—TE-_TF+_-_A=+—HIFE

(Expressed in Hong Kong dollars) (LETIT)
2020 2019
—EC-BE —T-NF
Note $’000 $'000
ihEzs Fr Tt
Investing activities REEH
Payments for purchase of property, BEWE  BWEREE
plant and equipment, net FIBFEE (1,030) (650)
Payments for acquisition of WeRE 2 & B R
intangible assets (7,800) (7,800)
Payments for proposed BEBEEBHRIE
acquisition of business - (11,123)
Net cash used in investing activities R&E EEFTHR L FE (8,830) (19,573)
Financing activities AL E B
New bank instalment loans raised MEENIRITOEER 32 - 1,663
Repayment of bank instalment loans (B R{THHIE R 32 (2,833) (9,673)
Net increase/(decrease) in REEFEM D)
factoring loans FRE 32 18,670 (61,415)
Net increase in other bank borrowings ~ E AR 1T(E & 1% h1;F 58 32 116,850 24,249
Interests on bank borrowings paid BRRITEERE 32 (6,551) (7,019)
Capital element of lease rentals paid Eﬁfﬁﬁjﬁiﬁﬁg £ (2,098) (1,359)
Interest element of lease rentals paid Eﬁfﬁﬁfﬁiﬂ B (84) (102)
Dividend paid BERIRE (2,948) (11,897)
Net cash generated from/(usedin) BESEEFTE,(FrH)
financing activities HE B8 121,006 (65,553)
Net (decrease)/increase in cash RERRSEZEY
and cash equivalents CRA) /15 (117,194) 29411
Cash and cash equivalents at FYRERBASFED
beginning of year 211,809 182,639
Effect of foreign exchange rate change [E X&) & 424 (241)
Cash and cash equivalents EXRRERBALEEY
__atendoftheyear | 9,039 211,809
Cash and cash equivalents FREASRESEEY
at end of the year
Cash at banks and on hand FITRFEHEIRS 95,039 211,809

The notes on pages 85 to 175 form part of these consolidated financial

statements.
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Notes to the Consolidated Financial Statements
e BTSSR MR

(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on 4 July
2012, as an exempted company with limited liability under the
Companies Law of the Cayman Islands. The immediate and ultimate
holding company of the Company is Best Sheen Limited, a limited
liability company incorporated in the British Virgin Islands. The
address of the registered office and principal place of business of the
Company are disclosed in the ‘Corporate Information’ section of the
annual report.

The Company is an investment holding company, the principal
activities of its subsidiaries are set out in note 27.

The Company has its primary listing on the Main Board of the Stock
Exchange on 16 March 2018.

The consolidated financial statements of the Group are presented in
HKS, which is the same as the functional currency of the Company,
and all values are rounded to nearest thousand, unless otherwise
stated.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS AND CHANGE IN
ACCOUNTING POLICY

(a) New and revised HKFRSs adopted as at 1 January
2020

The Group has applied the following new and revised Hong
Kong Financial Reporting Standards (“HKFRSs") issued by
the Hong Kong Institute of Certified Public Accountants (the
“HKICPA") for the first time in the current year:

Amendments to HKFRS 3 Definition of a Business
Amendments to HKAS 1 Definition of Material
and HKAS 8
Amendments to HKFRS 9, Interest Rate Benchmark Reform
HKAS 39 and HKFRS 7

Revised Conceptual Framework for
Financial Reporting

Revised Conceptual
Framework

The application of the above amendments to HKFRSs and
revised conceptual framework had no material impact on the
financial position and the financial results of the Group.
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(Expressed in Hong Kong dollars unless otherwise indicated) (B =B &%885 + LA ETTHTR)

2 APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS AND CHANGE IN
ACCOUNTING POLICY (CONTINUED)

(b) New and revised HKFRSs issued but not yet effective

Up to the date of this report, HKICPA has issued the following
new and revised HKFRSs which are not yet effective for the
accounting period beginning on 1 January 2020. The Group
has not early applied these new and revised HKFRSs in the
consolidated financial statements.

HKFRS 17 Insurance Contracts and the related
amendments*
Amendments to HKAS 1 Classification of Liabilities as Current

or Non-current and related
amendments to Hong Kong
Interpretation 5 (2020)*
Amendments to HKAS 16 Property, Plant and Equipment:
Proceeds before intended use®

Amendments to HKAS 37 Onerous Contracts — Cost of Fulfilling a

Contract?
Amendments to HKFRS 3 Reference to the Conceptual
Framework®
Amendments to HKFRS 9, Interest Rate Benchmark Reform -
HKAS 39, HKFRS 7, Phase 2?

HKFRS 4 and HKFRS 16

Amendments to HKFRS 10 Sale or Contribution of Assets between
and HKAS 28 an Investor and its Associate or Joint
Venture®
Amendments to HKFRS 16 Covid-19-Related Rent Concessions'

Amendments to HKFRSs Annual Improvements to HKFRSs
2018-2020 Cycle?

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

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

3 Effective for annual periods beginning on or after 1 January
2022

4 Effective for annual periods beginning on or after 1 January
2023

° Effective for annual periods beginning on or after a date to be
determined

The Directors anticipate that the application of the new and
revised standards will have no material impact on the financial
performance and position of the Group.
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(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

2 APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS AND CHANGE IN
ACCOUNTING POLICY (CONTINUED)

(c)

Revaluation of leasehold land and buildings

The Group re-assessed its accounting for property, plant and
equipment with respect to measurement of certain class
of property, plant and equipment after initial recognition.
The Group had previously measured all property, plant
and equipment using the cost model whereby, after initial
recognition of the asset classified as property, plant and
equipment, the asset was carried at cost less accumulated
depreciation and accumulated impairment losses, if any.

The Group elected to change the method of accounting for
leasehold land and buildings classified as property, plant and
equipment, as the Group believes that the revaluation model
provides more relevant information to the users of its financial
statements. In addition, available valuation techniques
provide reliable measures of the leasehold land and buildings’
revalued amounts. The Group applied the revaluation model
retrospectively and the consolidated statement of financial
position as at 31 December 2019 was restated. The application
of revaluation model does not have any material impact on the
Group's financial position as at 1 January 2019 and therefore
the Group does not present the consolidated statement of
financial position as at that date.

After the change in method of accounting for leasehold land
and buildings, they are measured at revalued amounts at the
date of the revaluation less any subsequent accumulated
depreciation and subsequent accumulated impairment losses,
if any.
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2 APPLICATION OF NEW AND REVISED HONG KONG 2
FINANCIAL REPORTING STANDARDS AND CHANGE IN
ACCOUNTING POLICY (CONTINUED)

(c) Revaluation of leasehold land and buildings
(Continued)

The effects of change in accounting policy for leasehold land
and buildings on the consolidated statement of profit or loss
and other comprehensive income for the years ended 31
December 2019 and 2020 are as follows:

FERHTR] RS R] BB MM E L
AR S BEREE (F)

(0 EfEETHREF(HE)

MET W RETFNEAHRE
HBEE_Z-NFR-_T_FTF
T A=+—HLFEHFAER
REMEEPSEROFZEMNT

2020 2019
—ECEF —T-NF
$'000 $'000
T T
Increase in depreciation included T ATTE A X M3 &0
in administrative expenses 571 -
Decrease in profit for the year F s AR (571) =
Increase/(decrease) in other Hfth 2 EdEsg i,
comprehensive income OB
Itern that may be reclassified Bga] B HE
subsequently to profit or loss: BmoEHA -
— Exchange differences —REBINEBEE
arising on translation of ZIEHZERR
foreign operations 149 -
Itern that will not be reclassified BRI EEHHEE
subsequently to profit or loss: BmoEHA -
— Surplus on revaluation of —EFHEET R
leasehold land and buildings EF 2 Bt 2,360 13,848
— Deferred tax arising on —EHHEET R
revaluation of leasehold BFEEZ
land and buildings EREFLIE (318) (2518)
Increase in other comprehensive FREM R EIEE N -
income for the year, net of tax HERMIE 2,191 11,330
Increase in total comprehensive FRE B EEE I
income for the year 1,620 11,330
Increase in loss for the year attributable ZNA B1#EA A &L
to owners of the Company FREEIE M (571) -
Increase in total comprehensive RATHEE AN
income for the year attributable FAZERE
to owners of the Company HRZAIE AN 1,620 11,330
Increase in loss per share attributable ~ ZN2A Rl A A &L
to owners of the Company BREEEM (0.06)HK cent& Al -
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2  APPLICATION OF NEW AND REVISED HONG KONG 2 EAFRTIRZEITEBUBRELE
FINANCIAL REPORTING STANDARDS AND CHANGE IN RIRETTBREE (&)
ACCOUNTING POLICY (CONTINUED)

(c) Revaluation of leasehold land and buildings (0 EFEELHREF(E)
(Continued)
Previously
reported Effect As restated
FRIZH 7 - KE|
$'000 $'000 $'000
T T S
Consolidated statement of BE-Z—h&F
profit or loss and +=ZA=+—HiL
other comprehensive FESREEERHE
income for the year ended fEmER SR
31 December 2019
Other comprehensive income ~ Efi 2 U
Item that will not be reclassified ~ H#E T2 E#H 45
subsequently to profit or oss: EEmIEE -
Surplus on revaluation SHMEELHE
of leasehold land and BF A%
buildings - 13,848 13,848
Deferred tax arising from BEASETHR
revaluation of leasehold BFELEZE
land and buildings EFIIE = (2,518) (2,518)
Other comprehensive income  FRE M2 EIES -
for the year, net of tax kR (341) 11,330 10,989
Total comprehensive income FAZAEWRETE
for the year (9,453) 11,330 1,877
Total comprehensive income ViIN/N 7%&%/\%15
for the year attributable to FAZERZET
(17,324) 11,330 (5,994)

owners of the Company
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2 APPLICATION OF NEW AND REVISED HONG KONG 2 FERAHITRKEIIEBMBEHRESE
FINANCIAL REPORTING STANDARDS AND CHANGE IN AR et BERE s (&)
ACCOUNTING POLICY (CONTINUED)

(c) Revaluation of leasehold land and buildings (0 EfHETHEEFR)
(Continued)
The effect of change in accounting policy for leasehold land HETHREFHGHEEE
and buildings on the consolidated statement of financial HRZE-—NEFRZZTFF
positions as at 31 December 2019 and 2020 are as follows: TZ A=+ —REEMBIRAEK
R EmT :
2020 2019
—EBEHF —T-NF
$'000 $'000
Fx T
Increase in property, plant and M - B REE - IER
equipment, total non-current BEERBENBEER
assets and total assets less BB EIE N
current liabilities 15,835 13,848
Increase in deferred tax liabilities and ~ MEERERENIERTE
total non-current liabilities BRREE 2,885 2,518
Increase in net assets EEFEEM 12,950 11,330
Increase in reserve I 12,950 11,330
Increase in equity attributable to $ BIEE ARG ER R
the owners of the Company KRR AN
and total equity 12,950 11,330
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B SRR R

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS AND CHANGE IN
ACCOUNTING POLICY (CONTINUED)

2 FEAHFTTREE
U&ﬁ+ﬁ%ﬁﬁma

pi- 4=

==

Rl BB RE

Revaluation of leasehold land and buildings (0 EHEELHREF(E)
(Continued)
Previously
reported Effect As restated
SR 2K 7 - KE
$'000 $'000 $'000
Tt Tt Tt
Consolidated statement of R=-B—-NF+=H
financial position as at =t+—H&ZEHH
31 December 2019 AR R
Property, plant and equipment  #1% ~ B M &RAE 48,197 13,848 62,045
Total non-current assets FRBEELE 136,261 13,848 150,109
Total assets less current HEERRBARS
liabilities 309,309 13,848 323,157
Deferred tax liabilities BIERIBAE 125 2,518 2,643
Total non-current liabilities  FEREEFHAE 927 2,518 3,445
Net assets EEFE 308,382 11,330 319,712
Reserves i 272,542 11,330 283,872
Equity attributable to owners of ~ ANA R HEA AL
the Company M 282,542 11,330 293,872
Total equity wER 308,382 11,330 319,712
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(BRIEZHFH - LETIT)

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs, which is a collective term that includes
all individual HKFRSs, Hong Kong Accounting Standards, and
interpretations issued by HKICPA, and accounting policies generally
accepted in Hong Kong. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the Main Board of the Stock
Exchange and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared under
the historical cost basis, except for certain property, plant and
equipment and investment property which are measured at fair
value as explained in the accounting policies set out below.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the
Group takes into account the characteristics of the asset or liability
if market participants would take those characteristics into account
when pricing the asset or liability at the measurement date. Fair value
for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for leasing
transactions that are accounted for in accordance with HKFRS 16,
and measurements that have some similarities to fair value but are
not fair value, such as net realisable value in HKAS 2 Inventories or
value in use in HKAS 36 Impairment of Assets.

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

Fair value measurements are categorised into the three-level fair
value hierarchy as defined in HKFRS 13 Fair value measurement. The
level into which a fair value measurement is classified is determined
with reference to the observability and significance of the inputs used
in the valuation technique as follows:
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Level 1 - unadjusted quoted prices in active markets - - HEREERBENERTS
for identical asset or liabilities RCHBRE

Level2 -  inputsother than quoted prices included E-R -  AEIBE/IBRGAHE
within Level 1 that are observable for the (B—RABREZBERIN)
asset or liability

Level3 -  unobservable inputs for the asset or liability E=R - BEFERZAUBEHA
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3  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Group's policy is to recognise transfers between levels of fair
value hierarchy as at the end of the year in which they occur.

The preparation of the consolidated financial statements in
conformity with HKFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise the judgement in
the process of applying the Group’s accounting policies. The areas
involving a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the consolidated
financial statements, are disclosed in note 4 below.

(a)

Consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (its subsidiaries). Control is achieved when the
Company:

has the power over the investee;

is exposed, or has rights, to variable returns from its
involvement with the investee; and

has the ability to use the power to affect its returns.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Company
obtains control over the subsidiary and ceases when the
Company loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of during
the year are included in the consolidated statements of profit
or loss and other comprehensive income from the date the
Company gains control until the date when the Company
ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company and
to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.
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B SRR R

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(a)

Consolidation (Continued)

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in
line with the Group’s accounting policies.

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

Changes in the Group’s ownership interests in existing
subsidiaries

Changes in the Group’s ownership interests in subsidiaries that
do not result in the Group losing control over the subsidiaries
are accounted for as equity transactions. The carrying amounts
of the Group's interests and the non-controlling interests are
adjusted to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by which the
non-controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in equity
and attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between (i)
the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (ii) the previous
carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests.
The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded as the
fair value on initial recognition for subsequent accounting
under HKFRS 9 “Financial Instruments”, when applicable, or the
cost on initial recognition of an investment in an associate or a
jointly controlled entity.

APEX ACE HOLDING LIMITED Yt EERIEHZAR B R A
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3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b)

Revenue recognition
Sale of electronic components

Revenue from the sales and distribution of products is
recognised when control of the products has transferred,
being at the point the products are delivered to the customer’s
premise and the customer has accepted the products,
and there is no unfulfilled obligation that could affect the
customer’s acceptance of the products. Delivery occurs when
the products have been shipped to the specified location, the
risks of obsolescence and loss have been transferred to the
customer, and either the customer has accepted the products
in accordance with the sales contract, the acceptance
provisions have lapsed, or the Group has objective evidence
that all criteria for acceptance have been satisfied.

Revenue from these sales is recognised based on the price
specified in the contract, net of discounts and returns.

A receivable is recognised when the products are delivered
and the customers accept the products, as this is the point in
time that the consideration is unconditional because only the
passage of time is required before the payment is due.

Rental income from operating leases

Rental income receivable under operating leases is recognised
in profit or loss in equal instalments over the periods covered
by the lease term.

Interest income

Interest income is recognised as it accrues using the effective
interest method.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(c)

Property, plant and equipment

Leasehold land and buildings held for own use are stated at
revaluation amount, being fair value at the date of revaluation
less any subsequent accumulated depreciation and
subsequent accumulated impairment losses, if any. Valuations
are performed frequently enough to ensure that the fair value
of revalued asset does not differ materially from its carrying
amount.

Changes in the values of leasehold land and buildings are
recognised in other comprehensive income and accumulated
in the asset revaluation reserve. If the total of this reserve is
insufficient to cover a deficit, on an individual asset basis, the
excess of the deficit is charged to profit or loss. Any subsequent
revaluation surplus is credited to profit or loss to the extent of
the deficit previously charged. On disposal of a revalued asset,
the relevant portion of the asset revaluation reserve realised in
respect of previous valuations is transferred to retained profits
as a movement in reserves.

Other categories of property, plant and equipment are stated
at cost less accumulated depreciation and accumulated
impairment losses.

The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs
of bringing the asset to its working condition and location for
its intended use. Expenditure incurred after items of property,
plant and equipment have been put into operation, such as
repairs and maintenance, is normally charged to profit or loss
in the period in which it is incurred. In situations where it can
be clearly demonstrated that the expenditure has resulted
in an increase in the future economic benefits expected to
be obtained from the use of an item of property, plant and
equipment, the expenditure is capitalised as an additional cost
of that asset.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(c)

(d)

Property, plant and equipment (Continued)

Property, plant and equipment are depreciated at rates
sufficient to write off their costs or revaluation amount less
their estimated residual value, if any, over their estimated useful
lives on a straight-line basis at the following annual rates:
Leasehold land and buildings Over the unexpired
term of lease

Leasehold improvement 20%
Furniture and fixtures 20%
Computer and office equipment 20%
Motor vehicle 20%

Useful lives and depreciation method are reviewed and
adjusted if appropriate, at the end of each reporting date,
with the effect of any changes in estimate accounted for on a
prospective basis.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected from its use. The gain or loss on disposal or
retirement of an asset is the difference between the net sales
proceeds and the carrying amount of the relevant asset, and is
recognised in profit or loss.

Intangible assets

Intangible assets acquired separately are initially recognised
at cost. Subsequently, intangible assets with finite useful
lives are carried at cost less accumulated amortisation and
accumulated impairment losses. Amortisation is provided on a
straight-line basis over their estimated useful lives of five years.
The amortisation expenses are recognised in the consolidated
statement of profit or loss and other comprehensive income
and included in administrative expenses.

Intangible assets with finite lives are tested for impairment
when there is an indication that an asset may be impaired.
If the recoverable amount of an asset is estimated to be less
than its carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(e)

(f)

Investment property

Investment property is property held to earn rentals and/
or for capital appreciation. Investment property is measured
initially at cost, including transaction costs. Subsequent to
initial recognition, investment property is measured at fair
value. Gain and loss arising from change in the fair value of
investment property is included in profit or loss in the period
which they arise.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected from
the disposal. Any gain or loss arising on derecognition of
the property (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is
included in profit or loss in the period in which the property is
derecognised.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average cost
method and includes all costs of purchase, cost of conversion
and other costs incurred in bringing the inventories to
their present location and condition. Net realisable value is
determined on the basis of anticipated sales proceeds less
estimated selling expenses. At the end of each reporting
period, inventories are assessed for impairment and the
carrying amount is reduced to its net realisable value with the
impairment loss recognised immediately in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(9)

Leases
The Group as a lessee

The Group recognises a right-of-use asset and a corresponding
lease liability with respect to all lease arrangements in which it is
the lessee, except for short-term leases (defined as leases with
a lease term of 12 months or less) and leases of low value assets
(such as small items of office equipment and furniture). For
these leases, the Group recognises the lease payments as an
operating expense on a straight-line basis over the lease term.

The lease liability is initially recognised at the present value of
the lease payments payable over the lease term, discounted
by using the rate implicit in the lease or if that rate cannot be
readily determined, using a relevant incremental borrowing
rate. After initial recognition, the lease liability is measured at
amortised cost and interest expense is calculated using the
effective interest method.

The right-of-use assets comprise the initial measurement of
the corresponding lease liability, initial direct costs incurred
and lease payments made at or before the commencement
days. Where applicable, the cost of the right-of-use assets
also includes an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset or the
site on which it is located, discounted to their present value,
less any lease incentives received. The right-of-use assets are
subsequently measured at cost less accumulated depreciation
and impairment losses. 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. If the Group is reasonably
certain to exercise a purchase option, the right-of-use assets is
depreciated over the underlying asset’s useful life.

For the leasehold land and buildings of the Group that are held
for rental or capital appreciation purpose would continue to
be accounted for under HKAS 40 Investment Property (“HKAS
40") and carried at fair value. For leasehold land and buildings
which are held for own use would continue to be accounted
for under HKAS 16 and carried at revalued amounts at the date
of revaluation less any subsequent accumulated depreciation
and subsequent impairment losses, if any. The adoption of
HKFRS 16 therefore does not have any significant impact on
these right-of-use assets.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

(i)

Contract assets and liabilities

A contract asset is recognised when the Group recognises
revenue before being unconditionally entitled to the
consideration under the payment terms set out in the contract.
Contact asset is assessed for impairment in accordance with
HKFRS 9 and are reclassified to receivables when the right to
the consideration has become unconditional.

Customers’ deposits are recognised as a contract liability
when the customer pays consideration before the Group
recognises the related revenue. A contract liability would
also be recognised if the Group has an unconditional right to
receive consideration before the Group recognises the related
revenue. In such cases, a corresponding receivable would also
be recognised.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the
instrument. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the time frame established
by regulation or convention in the market place.

Financial assets and financial liabilities are initially measured
at fair value except for trade receivables arising from contracts
with customers which are initially measured in accordance
with HKFRS 15 since 1 January 2018. Transaction costs that
are directly attributable to the acquisition or issue of financial
assets and financial liabilities are added to or deducted from
the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition.

The effective interest method is a method of calculating the
amortised cost of a financial asset or financial liability and
of allocating interest income and interest expense over the
relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts and payments
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of
the financial asset or financial liability, or, where appropriate,
a shorter period, to the net carrying amount on initial
recognition.

Interest income/expense is recognised on an effective interest
basis.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i

Financial instruments (Continued)
Financial assets
Classification and subsequent measurement of financial assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

the financial asset is held within a business model whose
objective is to collect contractual cash flows; and

the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding.

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying
the effective interest rate to the gross carrying amount
of a financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For
financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit risk on the
credit-impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest income is
recognised by applying the effective interest rate to the gross
carrying amount of the financial asset from the beginning of
the reporting period following the determination that the asset
is no longer credit impaired.

Impairment of financial assets

The Group recognises a loss allowance for expected credit
loss on financial assets which are subject to impairment
under HKFRS 9 (including trade and other receivables, loans
receivable, and bank balances and cash). The amount of
expected credit loss is updated at each reporting date to
reflect changes in credit risk since initial recognition. Lifetime
expected credit loss represents the expected credit loss that
will result from all possible default events over the expected
life of the relevant instrument. In contrast, 12-month expected
credit loss represents the portion of lifetime expected credit
loss that is expected to result from default events that are
possible within 12 months after the reporting date. Assessment
are done based on the Group's historical credit loss experience,
adjusted for factors that are specific to the debtors, general
economic conditions and an assessment of both the current
conditions at the reporting date as well as the forecast of
future conditions.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

The Group recognises lifetime expected credit loss for trade
receivables that result from revenue. The expected credit loss
on these assets are assessed collectively using a provision
matrix with appropriate groupings based on its historical
observed default rates which is adjusted for forward-looking
estimates. For other financial assets, the Group measures the
loss allowance equal to 12-month expected credit loss, unless
when there has been a significant increase in credit risk since
initial recognition, the Group recognises lifetime expected
credit loss. The assessment of whether lifetime expected credit
loss should be recognised is based on significant increases
in the likelihood or risk of a default occurring since initial
recognition.

() Significant increase in credit risk

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

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

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

significant deterioration in external market
indicators of credit risk, e.g. a significant increase in
the credit spread, the credit default swap prices for
the debtor;
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

0

(i)

Significant increase in credit risk (Continued)

. existing or forecast adverse changes in business,
financial or economic conditions that are expected
to cause a significant decrease in the debtor’s
ability to meet its debt obligations;

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

an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to meet
its debt obligations.

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the
amount becomes past due.

Definition of default

For internal credit risk management, the Group considers
an event of default occurs when information developed
internally or obtained from external sources indicates
that the debtor is unlikely to pay its creditors, including
the Group, in full (without taking into account any
collaterals held by the Group).

Irrespective of the above, the Group considers that
default has occurred when a financial asset is more than
90 days past due unless the Group has reasonable and
supportable information to demonstrate that a more
lagging default criterion is more appropriate.
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3  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(i) Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

(i)  Credit-impaired financial assets
A financial asset is credit-impaired when one or more
events of default that have a detrimental impact on
the estimated future cash flows of that financial asset
have occurred. Evidence that a financial asset is credit-
impaired includes observable data about the following
events:

(@)  significant financial difficulty of the issuer or the
borrower;

(b) a breach of contract, such as a default or past due
event;

(c) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower
a concession(s) that the lender(s) would not
otherwise consider;

(d) itis becoming probable that the borrower will
enter bankruptcy or other financial reorganisation;

or

(e) the disappearance of an active market for that
financial asset because of financial difficulties.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(iv)  Write-off policy
The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect
of recovery, for example, when the counterparty has
been placed under liquidation or has entered into
bankruptcy proceedings. Financial assets written off
may still be subject to enforcement activities under
the Group's recovery procedures, taking into account
legal advice where appropriate. A write-off constitutes
a derecognition event. Any subsequent recoveries are
recognised in profit or loss.

Measurement and recognition of expected credit losses

The measurement of expected credit losses is a function of the
probability of default, loss given default (i.e. the magnitude
of the loss if there is a default) and the exposure at default.
The assessment of the probability of default and loss given
default is based on historical data adjusted by forward-
looking information as described above. As for the exposure
at default, for financial assets, this is represented by the assets’
gross carrying amount at the reporting date; for financial
guarantee contracts, the exposure includes the amount drawn
down as at the reporting date, together with any additional
amounts expected to be drawn down in the future by default
date determined based on historical trend, the Group's
understanding of the specific future financing needs of the
debtors, and other relevant forward-looking information.

For financial assets, the expected credit loss is estimated as
the difference between all contractual cash flows that are due
to the Group in accordance with the contract and all the cash
flows that the Group expects to receive, discounted at the
original effective interest rate.

For a financial guarantee contract, as the Group is required
to make payments only in the event of a default by the
debtor in accordance with the terms of the instrument that
is guaranteed, the expected loss allowance is the expected
payments to reimburse the holder for a credit loss that it incurs
less any amounts that the Group expects to receive from the
holder, the debtor or any other party.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i

Financial instruments (Continued)
Financial assets (Continued)

Measurement and recognition of expected credit losses
(Continued)

Where lifetime expected credit loss is measured on a collective
basis to cater for cases where evidence of significant increases
in credit risk at the individual instrument level may not yet
be available, the financial instruments are grouped on the
following basis:

Nature of financial instruments (i.e. the Group's trade
receivables, are each assessed as a separate group);

Past-due status;

Nature, size and industry of debtors; and

External credit ratings where available.

The grouping is regularly reviewed by management to ensure
the constituents of each separate group continues to share
similar credit risk characteristics.

If the Group has measured the loss allowance for a financial
instrument at an amount equal to lifetime expected credit loss
in the previous reporting period, but determines at the current
reporting date that the conditions for lifetime expected credit
loss are no longer met, the Group measures the loss allowance
at an amount equal to 12-months expected credit loss at the
current reporting date.

For expected credit loss on financial guarantee contracts
for which the effective interest rate cannot be determined,
the Group will apply a discount rate that reflects the current
market assessment of the time value of money and the risks
that are specific to the cash flows but only if, and to the extent
that, the risk are taken into account by adjusting the cash
shortfalls being discounted.
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(Expressed in Hong Kong dollars unless otherwise indicated)

3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i

Financial instruments (Continued)
Financial assets (Continued)

Measurement and recognition of expected credit losses
(Continued)

For financial guarantee contracts, the loss allowances are
recognised at the higher of the amount of the loss allowance
determined in accordance with HKFRS 9 and the amount
initially recognised less, where appropriate, cumulative amount
of income recognised over the guarantee period.

The Group recognises an impairment gain or loss in profit or
loss for all financial instruments by adjusting their carrying
amount with the exception of trade and loans receivables
where the corresponding adjustment is recognised through a
loss allowance account.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance of the
contractual arrangements entered into and the definitions of a
financial liability and an equity instrument.

Financial liabilities

All the Group’s financial liabilities (including trade payables,
other payables and accruals, and borrowings) are subsequently
measured at amortised cost using the effective interest rate
method unless the effect of discounting would be immaterial,
in which case they are stated at cost.

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those
contracts that require a payment to be made to reimburse the
holder for a loss it incurs because the specified debtor fails to
make a payment when due in accordance with the terms of a
debt instrument. Financial guarantee contracts are recognised
initially as a liability at fair value, adjusted for transaction costs
that are directly attributable to the issuance of the guarantee.
Upon application of HKFRS 9 from 1 January 2018, the liability
is subsequently measured at the higher of the amount
determined in accordance with expected credit loss model
under HKFRS 9 and the amount initially recognised less, where
appropriate, the cumulative amount of income recognised in
accordance with the principles of HKFRS 15.
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B SRR R

(Expressed in Hong Kong dollars unless otherwise indicated)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i

Financial instruments (Continued)
Financial liabilities and equity (Continued)
Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the relevant group
entities are recorded at the proceeds received, net of direct
issue costs.

Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the Group transfers the
financial assets and substantially all the risks and rewards of
ownership of the financial assets to another entity. If the Group
neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred
asset, the Group continues to recognise the asset to the extent
of its continuing involvement and recognises an associated
liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises
a collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised directly in
other comprehensive income and accumulated in equity is
recognised in profit or loss.

On derecognition of a financial asset other than in its entirety,
the Group allocates the previous carrying amount of the
financial asset between the part it continues to recognise, and
the part it no longer recognises on the basis of the relative fair
values of those parts on the date of the transfer. The difference
between the carrying amount allocated to the part that is no
longer recognised and the sum of the consideration received
for the part no longer recognised and any cumulative gain
or loss allocated to it that had been recognised in other
comprehensive income is recognised in profit or loss. A
cumulative gain or loss that had been recognised in other
comprehensive income is allocated between the part that
continues to be recognised and the part that is no longer
recognised on the basis of the relative fair values of those parts.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and
payable is recognised in profit or loss.
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3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

1)

(k)

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents consist of cash in hand, deposits
held at call with banks and short-term bank deposits with
an original maturity period of three months or less. Bank
overdrafts which are repayable on demand and form an integral
part of the Group's cash management are also included as a
component of cash and cash equivalents.

Impairment of non-financial assets, other than
inventories

At the end of each reporting period, the Group reviews the
carrying amounts of its assets to determine whether there is
any indication that those assets have suffered an impairment
loss. If the recoverable amount of an asset is estimated to be
less than its carrying amount, an impairment loss is recognised
to reduce the carrying amount of the asset to its recoverable
amount. Such impairment losses are recognised in profit or
loss, unless the relevant asset is carried at a revalued amount
under another standard, in which case the impairment loss is
treated as a revaluation decrease under that standard.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of
its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised
for the asset in prior years. A reversal of an impairment loss is
recognised as income in profit or loss, unless the relevant asset
is carried at a revalued amount under another standard, in
which case the reversal of the impairment loss is treated as a
revaluation increase under that standards.
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3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

m

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
statement of profit or loss and other comprehensive income
because it excludes items of income and expense that are
taxable or deductible in other years, and it further excludes
items that are never taxable or deductible. The Group’'s liability
for current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting
period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax
bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for
all deductible temporary differences to the extent that it is
probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the
temporary difference arises from the initial recognition (other
than in a business combination) of other assets and liabilities
in a transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary differences
associated with such investments are only recognised to the
extent that it is probable that there will be sufficient taxable
profits against which to utilise the benefits of the temporary
differences and they are expected to reverse in the foreseeable
future.

110 APEX ACE HOLDING LIMITED B RHHIZRR B R A

3

EXEEHE(E)

(U]

BiIE
PRSI 78 S 35 3R B IR AN O B TR K%
EFERLTE 2 480 o

I B 5 B TRAR B % F 2 O B AR
BmAEHE o SR A BT 4R
AREMEMEEKERMZR
EE A AR - RESETET A
1t 5 ) I8 BR A5 S R R K
FMXIEE - I BT AERT K
AAIHRIAR o AN B RITH
BREDEARRSHREER
FABMEDERNTERGE -

EERBRGAMBERRNEE
HEERAcENEREMLA
VAT 8 FERR B0 7| B AR B A 2R T
R BREFBRRAE - RIZFTARE
AT R ZREER o ELEHIRE
E—RIZFTB AT IR E B =5
R M B RR A et A A AT R 1 8
AIREREZE - MERKEHE
EBENS R I ERRTE A
SEFHENNREXZNEME
ERBERBAHRIN) - AL
AELEF AR BETTHER

B IBEERRABERKER

AIREEENEARR G AR -

M i) 2N £ [ AT 45 o) S AR A= R A 4
O] B &= 5N A B8R AN A
Bl RIBR AN o E3i I & B BER AT 0
TR EEEANRERBEEE
ZEENAeH T 5 FE R a
ARERE Rz BTEEAN A
SR AI B BB A SRR o



Notes to the Consolidated Financial Statements

;\‘/T\

B SRR R

(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(U]

Taxation (Continued)

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

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rates (and tax laws)
that have been enacted or substantively enacted at the end of
the reporting period. The measurement of deferred tax assets
and liabilities reflects the tax consequences that would follow
from the manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of its
assets and liabilities.

For the purposes of measuring deferred tax assets and
liabilities for investment properties that are measured using
the fair value model, the carrying amounts of such properties
are presumed to be recovered entirely through sale, unless the
presumption is rebutted. The presumption is rebutted when
the investment property is depreciable and is held within a
business model whose objective is to consume substantially
all of the economic benefits embodied in the investment
property over time, rather than through sale.

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(m) Foreign currencies

(n)

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in
the respective functional currency (i.e. the currency of the
primary economic environment in which the entity operates)
at the rates of exchanges prevailing on the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items that are
measured in terms of historical cost in a foreign currency are
not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of the
Group (i.e. HKS) at the rate of exchange prevailing at the end
of the reporting period, and their income and expenses are
translated at the average exchange rates for the period, unless
exchange rates fluctuate significantly during that period, in
which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated
in equity under the heading of exchange reserve.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready
for their intended use or sale, are added to the cost of those
assets, until such time as the assets are substantially ready for
their intended use or sale.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(o)

(p)

(a)

Retirement benefits costs

Payments to Mandatory Provident Fund Scheme and state-
managed retirement benefit schemes, which are defined
contribution schemes, are charged as an expense when
employees have rendered service entitling them to the
contributions.

Government grants

Government grants are recognised when there is reasonable
assurance that the Group will comply with the conditions
attaching to the grants and the grants will be received.

Government grants are recognised as income in profit or loss
on a systematic basis over the periods in which the Group
recognises as expenses the related costs for which the grants
are intended to compensate.

Government grants that become receivable as compensation
for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with no
future related costs are recognised in profit or loss in the
period in which they become receivable.

Related parties

A related party is a person or entity that is related to the entity
that is preparing its financial statements (“reporting entity”).

(@) A person or a close member of that person’s family is
related to a reporting entity if that person:

() has control or joint control over the reporting
entity;

(i) has significant influence over the reporting entity;
or

(i) is a member of the key management personnel of
the reporting entity or of a parent of the reporting
entity.
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3  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(q) Related parties (Continued)

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

U]

(vi)

(vii)

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

one entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member);

both entities are joint ventures of the same third
party;

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

the entity is a post-employment benefit plan for
the benefit of employees of either the reporting
entity or an entity related to the reporting entity.
If the reporting entity is itself such a plan, the
sponsoring employers are also related to the
reporting entity;

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

a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).
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Notes to the Consolidated Financial Statements

;\‘/T\

B SRR R

(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

4

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 3, management is required to make judgements,
estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The
estimates and underlying assumptions are based on past experience,
expectations of the future and other information that are considered
to be relevant. Actual results may differ from these estimates.

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

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

Impairment of non-financial assets

The Group assesses whether there are any indicators of impairment
for non-financial assets at the end of each reporting period. Such
assets are tested for impairment annually, when there are indicators
that the carrying amounts may not be recoverable. Impairment
exists when the carrying value of an asset or a cash-generating
unit exceeds its recoverable amounts, which is the higher of its fair
value less costs to sell and its value in use. The calculation of the
fair value less costs to sell is based on available data from binding
sales transactions in an arm'’s length transaction of similar assets or
observable market price less incremental costs for disposing of the
asset. When value in use calculations are undertaken, management
must estimate the expected future cash flows from the asset or
cash-generating unit and choose a suitable discount rate in order to
calculate the present value of those cash flows.
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B ISR R

(Expressed in Hong Kong dollars unless otherwise indicated) (B =B85 + L ETTHTR)

4

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Impairment of trade receivables

The Group makes impairment of trade receivables based on
assessments of the expected credit loss which uses a lifetime
expected credit loss allowance for all trade receivables. The loss
allowances for trade receivable are based on assumptions about risk
of default and expected loss rates. The Group uses judgement and
estimates in making these assumptions and selecting the inputs to
the impairment calculation, based on the Group’s past collection
history, ageing analysis of the receivables, current creditworthiness
of customers, existing market conditions as well as forward
looking estimates at the end of each reporting period. Where the
expectations are different from the original estimates, such difference
will have impact on the carrying amount of trade receivables and
the impairment loss on trade receivables in the reporting period in
which such estimates have been changed. Management reassess
the provision at each reporting date.

At 31 December 2020, the carrying amounts of trade receivables are
approximately HK$499,348,000 (2019: HK$485,861,000). Allowance
for impairment amounted of HK$30,956,000 is made on trade
receivables at 31 December 2020 (2019: HK$12,175,000).

Allowance for slow-moving and obsolete inventories

Allowance for slow-moving and obsolete inventories is made based
on the ageing, estimated net realisable value and subsequent sales
of inventories. The assessment of the allowance amount involves
judgement and estimates. Where the actual outcome in future is
different from the original estimate, such difference will impact
the carrying value of inventories and the allowance charge/write-
back in the period in which such estimate has been changed.
At 31 December 2020, the carrying amounts of inventories are
approximately HK$229,265,000 (2019: HK$88,018,000). At 31
December 2020, no allowance for written down of inventories was
made (2019: HK$1,369,000).
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B SRR R

(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

4

CRITICAL ACCOUNTING JUDGEMENTS AND

KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Fair value of leasehold land and buildings and investment
property

Fair value of leasehold land and buildings and investment property
are based on valuation performed by independent professional
valuers. The determination of the fair value involves assumption of
market conditions. The Directors have exercised their judgement
and are satisfied that the method of valuation is reflective of the
current market conditions. Favourable or unfavourable changes to
these assumptions would result in changes in the fair value of the
Group's leasehold land and buildings, and investment property and
corresponding adjustments to the change in fair value recognised
in other comprehensive income, and profit or loss respectively. The
movements of fair value of the leasehold land and buildings and
investment property are set out in notes 13 and 14 respectively.

Current tax and deferred tax

The Group is subject to income taxes in numerous jurisdictions.
Significant judgment is required in determining the provision for
income taxes. There are many transactions and calculations for
which the ultimate tax determination is uncertain. Where the final
tax outcome of these matters is different from the amounts that
were initially recorded, such differences will impact the current and
deferred income tax assets and liabilities in the period in which such
determination is made.

Deferred tax assets relating to certain temporary differences and tax
losses are recognised as management considers it is probable that
future taxable profit will be available against which the temporary
differences or tax losses can be utilised. Where the expectation is
different from the original estimate, such differences will impact
the recognition of deferred tax assets and taxation in the periods in
which such estimate is changed.
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(Expressed in Hong Kong dollars unless otherwise indicated) (B =B85 + L ETTHTR)

5 REVENUE AND SEGMENT INFORMATION

Revenue represents the amount received and receivable for goods
sold by the Group at invoiced value, net of returns and discounts.
The timing of revenue recognition of all revenue is at a point in
time in the Year and Year 2019. An analysis of the Group's revenue
recognised during the year is as follows:

Wzt & 2 #BE

W AEBEHESYmE R LERSE
REVEREE - WHIRRE R - K
FENR-_ZE-NFEMBWEN K RTE
wuHTFﬂiﬁEl%_HTFﬂgﬁ $Wﬁﬁnum$
EEBEAITT -

Year ended 31 December

BEt-A=1T—HLFE

2020 2019

—E-FF —E-NF

$’000 $'000

Fr T

Sales of goods HEEM 1,756,038 1,936,844

Segment information

The executive Directors, who are the CODM, review the Group’s
internal reporting in order to assess performance and allocate
resources. The CODM has determined the operating segments
based on these reports. Segment information reported internally
was analysed on the basis of the type of products sold and activities
carried out by the Group's operating division. The Group is currently
operating in two operating segments as follows:

(@)  Digital Storage Products; and

(b)  General Components.

Management assesses the performance of the operating segments
based on a measure of gross profits. The accounting policies of
the operating segments are the same as those described in note 3
above.

As the segment assets and the liabilities are not regularly reported

to the Directors, the information of reportable segment assets and
liabilities is not presented.
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Notes to the Consolidated Financial Statements
T A SRR M

(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

5 REVENUE AND SEGMENT INFORMATION (CONTINUED) 5 WERIHER (&)

Segment information (Continued) DEER (&)
The following tables represent segment information of the Group TREINRETEBBZAEENEF
provided to the management for the years: B2 DEER :

Year ended 31 December

BEt+t-A=t—HLEE

2020 2019
—E-%F —TNEF
$’000 $'000
5 Fr
Segment revenue a1 €
Digital Storage Products IS FRER 1,173,692 1,393,662
General Components BATH 582,346 543,182
Total reportable segment revenue A 2o B R 1,756,038 1,936,844
Segment results DEEE
Digital Storage Products IS REEM 66,164 57,482
General Components AT 72,862 96,336
Total reportable segment profit A 28D HMimF @58 139,026 153,818
Other income EHAbUg A 11,912 3,840
Decrease in fair value of TE YN FER D
investment property (700) (2,300)
Finance costs A& A (6,635) (7,121)
Depreciation of property, ME - BRERBREITE
plant and equipment (3,736) (3,023)
Depreciation of right-of-use assets FEREEERE (2,135) (1,426)
Amortisation of intangible assets B EEEH (2,576) -
Impairment loss on trade receivables 2 SRR TR EE A (18,781) (12,175)
Impairment loss on loans receivable/ BRER BHEERS
purchase deposit paid REEE (1,350) (4,325)
Unallocated corporate expenses AOBLEMY (113,254) (135,537)
Profit/(loss) before tax BREADE S (EE) 1,771 (8,249)
Income tax expenses FrS B (1,650) (863)
Profit/(loss) for the year FREF(E8) 121 9,112)

Segment revenue reported above represents revenue generated
from external customers. There were no inter-segment sales for the
years. Segment profit represents the gross profit earned by each

segment.

EXEH2 D BRI EPELZ
Wat o REFE - BHED FHEHEE - D

HRa A HE & 0 #BFTRER o
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Notes to the Consolidated Financial Statements
e ISR MR

(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSIR)

5 REVENUE AND SEGMENT INFORMATION (CONTINUED) 5 WERIHER (&)

Segment information (Continued) DEBER (&)

Geographical information b 15 &

The Group is domiciled in Hong Kong. The following table sets REBURES o TREVIEOAEE
out information about the geographical location of (i) the Group’s REINBRE P WE RN EEIETE
revenue from external customers and (ii) the Group's non-current EEMBUEEBANER - EFEMH
assets. The geographical location of customers is based on the BUBTERBPFIEM - IERBE
location of the customers. The geographical location of the non- E(WEME  BEIERE BEEE
current assets other than deposits paid for acquisition of property, REBRE TR e BT IR S EfR
plant and equipment, intangible assets and business, and deferred SN BIHIBAIE RV - E REE -
tax assets is based on the physical location of the assets in case of KREMERGEREEENERUENAR
property, plant and equipment, investment property and right-of- BEEEMOIEHNKEMTEAE -

use assets, and the location of operations to which they are allocated
in case of intangible assets.

Year ended 31 December

BEt+t-A=+—BLFE

2020 2019
— 7 —= EF— :%_ﬂfﬁ
$’000 $'000
Fr Tt

Revenue from external customers REIIDBEE R
Hong Kong B 552,937 500,551
The PRC s 1,198,128 1,426,927
Others Hitb 4,973 9,366
1,756,038 1,936,844

As at 31 December

R+=ZA=+—H
2020 2019
— 7 —= fﬁ :%@_jli
$’000 $'000
Fx T
(restated)
(&E5)

Non-current assets FRBEE

Hong Kong B 105,867 104,827
The PRC H 32,266 11,754
Others Hip - 79
138,133 116,660

120 APEX ACE HOLDING LIMITED Y B RHHIZRR B R A



Notes to the Consolidated Financial Statements
T A SRR M

(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

revenue of the Group.

OTHER INCOME

6

Fo
H A

5 REVENUE AND SEGMENT INFORMATION (CONTINUED) 5 Wz K25 EER ()
Segment information (Continued) DEER (&)
Information about major customers FEEFEHR
The Group's revenue from customers which accounted for 10% or REMEREE AR 10%A EHE P
more of the Group's total revenue are as follows: HIHER LA T -
2020 2019
—E-FF —T—NF
Segment $'000 $'000
iR T T
Customer A Digital Storage Products & General Components N/A* 268,491
EPA IS FHRERRBATY TiE
Customer B Digital Storage Products & General Components 206,789 211,048
%P8 IS FHRERRBATHY
Customer C Digital Storage Products 211,721 203,298
EPC B FHESR
2 The corresponding revenue did not contribute over 10% of the total 2 A B R I AR AN SR B 4B U E 10% LA

Year ended 31 December

BE+t-A=+—-BLFE

2020 2019

—E-FF —FNF

$’000 $'000

Fx T

Interest income FLEWA 2,011 208
Rental income HeWA 1,440 1,440
Government grants (note) TR AT # 8L (P EE) 1,862 -
Commission income LA 6,034 789
Sundry income HIFRA 565 703
11,912 3,840

Note: The amount represents the Employment Support Scheme under the
Anti-epidemic Fund of the Government of the Hong Kong Special
Administrative Region. The Group did not have any unfulfilled
conditions relating to the grant.

il

E IR BB RERAR

MBRES TRILFE - AREY
BRI AAREREN -
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&M BRI

(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSIR)

7  FINANCE COSTS 7 BERX
Year ended 31 December
BE+-A=1+—HILEE
2020 2019
— 7 —= fﬁ :ig—jlﬂf
$’000 $'000
Fr Tt
Discounting charges on factoring loans ~ #RIZE R Z BiIE S H 949 1,626
Interests on other bank borrowings HARITIEEF S 5,602 5,393
Interest expense on lease liabilities HEAGBNEXE 84 102
6,635 7,121
8  PROFIT/(LOSS) BEFORE TAX 8 BBisnEF(&i8)
Profit/(loss) before tax has been arrived at after charging and crediting: BRELATEF, (B8 SR KAt AT
B -
Year ended 31 December
BE+-A=1+—HLEE
2020 2019
—EC-BE —T-NF
$’000 $'000
Fx Tt
Cost of inventories recognised BRABRX 2 FERA
as an expenses 1,617,012 1,781,657
Write-down of inventories 17 B MR - 1,369
Auditor's remuneration ZEETN S 1,350 1,230
Depreciation of property, ME - BRERBREITE
plant and equipment 3,736 3,023
Depreciation — right-of-use assets WE—FHREESE 2,135 1,426
Amortisation of intangible assets (note 1) &2 & 2 B85 (K15 1) 2,576 -
Net foreign exchange (gain)/loss PE 5 (Was) BB F 58 (1,449) 270
Short term leases expenses in T REF 2 REEERY
respect of land and buildings 1,259 1,696
Commission expenses He&A 47,114 65,003
Research and development expenses o R Z (HEE2)
(note 2) 2,825 439
Staff costs including director’s BINAK(BREEEHE)
emoluments
— Basic salaries and allowance —HAKRF ﬁ&iﬁﬁ 33,263 33,598
— Contributions to defined — A ERFRWET MK
contribution retirement plans 2,542 2,845
— Messing and welfare — R KkEH 929 1,768
Loss on disposal of property, HEME - WE &&FEEE
plant and equipment 9 4

Note 1: Amortisation of intangible assets was included in administrative
expenses.

Note 2: Staff costs of HK$1,842,000 (2019: HK$262,000) was included in
research and development expenses for the Year.
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A SRR M

(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

9 REMUNERATION OF DIRECTORS AND FIVE HIGHEST 9 EBEEFMRIANESHFMAL
PAID INDIVIDUALS
(a) Directors’ remuneration (a) EEFEN
The emoluments paid or payable to the Directors for the year FRN - BENHENESHHS N
were as follows: ™
Year ended 31 December 2020 BE-—E-ZEF+=-A=+—H
HEE
Salaries,
allowances Retirement
and benefits scheme
Fees inkind contributions Total
2o 1195 RIK
Name ®E we EYFm B st
$’'000 $'000 $'000 $'000
Fr Fr Fr Fr
Executive directors: HiTEE -
Mr. Lee Bing Kwong TRH;EE 721 720 6 1,447
Mr. Lo Yuen Kin ELBEE 330 a1 17 388
Ms. Lo Yuen Lai ETERT 330 240 8 578
Independent BUHHITEE -
non-executive directors:
Mr. Cheung Siu Kui SNBSS A 180 - - 180
Mr. Yim Kwok Man BB A 180 = = 180
Dr. Chow Terence PEHEEL 180 = = 180
1,921 1,001 31 2,953
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(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSIR)

9 REMUNERATION OF DIRECTORS AND FIVE HIGHEST 9 EEFMERINESEFMALE)
PAID INDIVIDUALS (CONTINUED)
(a) Directors’ remuneration (Continued) (a) EEFHFM(E)
Year ended 31 December 2019 HEe_Z—-—NhF+=-HAH=+—8
WFE
Salaries,
allowances Retirement
and benefits scheme
Fees inkind  contributions Total
e RER RIK
Name G we EYH= ST BEt
$'000 $'000 $'000 $OOO
Tt Tt Tt T
Executive directors: HITESE -
Mr. Lee Bing Kwong RH;EE 977 720 36 1733
Mr. Lo Yuen Kin BB L 447 = 18 465
Ms. Lo Yuen Lai ETBLT 323 320 26 669
Independent BUHFHITEE -
non-executive directors:
Mr. Cheung Siu Kui SR/NE SR A 180 - - 180
Mr. Yim Kwok Man BB 180 = = 180
Dr. Chow Terence PEIRE 180 = = 180
2,287 1,040 80 3407

Fees paid to executive Directors were mainly for services as
Directors. Salaries, allowances and benefits in kind paid to
executive Directors shown above were mainly for their services
in connection with the management of the affairs of the
Group.

The independent non-executive Directors’ emoluments shown
above were mainly for their services as Directors.

Ms. Lo Yuen Lai was appointed as the Company’s executive
director on 22 March 2019
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(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

9

REMUNERATION OF DIRECTORS AND FIVE HIGHEST 9
PAID INDIVIDUALS (CONTINUED)

(b)

Five highest paid individuals’ remuneration

The five highest paid individuals of the Group included one
director of the Company for the years ended 31 December
2020 and 2019, details of whose emoluments are included
in the disclosures in note 9(a) above. The emoluments of the
remaining four highest paid individuals during the years are as
follows:

EEFMRECESHMAL(E)

(b)

EEBEHFMAL
RE-Z_FER-_F—NEF
+=A=+—RI5E  ALH
BEBBHMALBIEARA—
FEE - HFSFER X
)BT - F R T I B H
ALEOBEIT :

Year ended 31 December

BEt+t-A=t—HLEE

2020 2019

—ECEF —ZT-NF

$'000 $'000

5 Fr

Salaries and other emoluments FEREMME 4,272 4351
Discretionary bonus @’J BIEAL 2,699 3,707
Retirement scheme contributions IRIRET IR 41 81
7,012 8,139

The emolument of the remaining four is within the following
bands:

RN BT FIA T EE

2020 2019

—EEF —E-hEF

Number Number

N AER

HK$500,001 to HK$ 1,000,000 500,0018 7T 1,000,000/ 7T 1 -

HK$1,000,001 to HK$1,500,000 1,000,001 7T 21,500,000/ 7T 2 3

HK$3,500,001 to HK$4,000,000 3,500,001, 7T 24,000,000/ 7T 1 -
HK$4,500,001 to HK$5,000,000 4,500,001/ 7T £ 5,000,000/ 7T -

No remuneration was paid by the Group to any of the
directors of the Company or the five highest paid individuals
as an inducement to join or upon joining the Group or
as compensation for loss of office during the years. In
addition, the directors of the Company have not waived any
emoluments during the years.

REFER  AEBEILERARRQFE
EREESIAERRSFMALX
EE - (ERASBEMASRE
DDA 52 180 B ) 22 8D =K A A5 Bl G
ffE - BEI - REBFABRELR
AESHETFANE -
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10

INCOME TAX EXPENSE

10 FrEHiRX

Year ended 31 December

BE+-A=t—HLEE

2020 2019
—E-%F —TNF
$'000 $'000
T Tt
Current tax: BNEARIE -
Hong Kong Profits Tax BERBNEH 4,436 5,993

PRC tax A IR 163 44

Over-provision in prior years B F R R
- Hong Kong profits tax —BBNEH (70) (46)
4,529 5,991
Deferred tax (note 23) EIERLIA (F7E23) (2,879) (5,128)
Total income tax expense recognised FARIBR MR Z P
in profit or loss for the year Fri % 48 58 1,650 863

For the Year and Year 2019, Hong Kong Profits Tax is calculated at
8.25% on the first HKS2 million of the estimated assessable profits of
the qualifying group entity and at 16.5% on the estimated assessable
profits above HKS2 million. The profits of group entities not
qualifying for the two-tiered profits tax rates regime will continue to
be taxed at a flat rate of 16.5%.

Pursuant to the relevant regulations in respect of the Notice on the
Implementation of Inclusive Tax Concessions for Small and Micro
Enterprises (Cai Shui [2019] No.13) jointly issued by the Ministry of
Finance and the State Administration of Taxation in the PRC, for the
portion of annual taxable income which does not exceed RMBI1
million, the annual taxable income shall be deducted by 25% and the
income tax shall be calculated at the rate of 20%j; for the portion of
annual taxable income from RMB1 million to RMB3 million (inclusive),
the taxable income shall be deducted by 50% and the income tax
shall be calculated at the rate of 20%. PRC subsidiaries of the Group
enjoy this preferential income tax treatment for the Years.

126 APEX ACE HOLDING LIMITED Jt BRI ZAZ A R A &)

RAFEN_T-NEFE  GEREH
ERE2ABB T2 A ERTANZ
825%t HEANEH - M2ABBITA
EZ AFHERBOE N R 165%t EE
BREH o T RSB MRS 2 & E
BRGNS R 16500 8 — X
B

AR5 A B B ER BB RN R R B S 4R Rt & B
10 B9 R A B e/ N D 2 3 B B O,
RBER B A (B H[20191135% ) B FE S
T - HFRMNHEETBAARE
1008 TR EB 9 + IR 25% 5T A FE A FR
FriS%E  R20%M B RBMFTISTE:
FRAMMSEBBARKI00ETTE
BB ARE008T(EARKI008
TTEARBI00ETT) S BIE50%
ST ATEMTLATISEE + H220% M0 R B4R
St - AEEHH BB AR RAE
EZHMIBASHESRSES -



Notes to the Consolidated Financial Statements

l\‘/T\

&M BRI

(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

10

INCOME TAX EXPENSE (CONTINUED)

The income tax expense for the year can be reconciled to the profit/
(loss) before tax per the consolidated statements of profit or loss and

other comprehensive income as follows:

10

FriSwiR ()

FAZAEHAXRGERENAME
EH&Z SRPTEMRBANRET, (BB HiR

Year ended 31 December

BE+-A=+t—HLEE

2020 2019
—EC-BE —T-NF
$'000 $'000
T Tt
Profit/(loss) before tax BREL AR A (E518) 1,771 (8,249)
Tax at the applicable income 1216.5%,2 A TS BiA R 5t
tax rate of 16.5% (2019: 16.5%) HOHA(ZE—NF :
16.5%) 292 (1,361)
Tax effect of expenses not deductible PR 2 B2
for tax purpose 2,263 2,359
Tax effect of income not taxable for BARBTBRAZ RIFTE
tax purpose (748) (252)
Tax effect of utilisation of tax losses B SRR ERTIBERZ
previously not recognised M E (787) (45)
Tax effect of tax losses not recognised RERMIBEEZHGETE 322 115
Tax effect of deductible temporary RERATIRERMEERE Y
differences not recognised 72— (1) 142
Tax effect of different tax rates of 75’\\/ LAt RERE R 8 2 B
subsidiaries operating in NAMERNR B G E
other jurisdictions 544 63
Tax effect of concessionary tax rate BEMENMBTE (165) (165)
Over-provision in prior years, net MEFEREREFE (70) (46)
Others HAth = 53
Income tax expense for the year FAMEHALZ 1,650 863
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11 LOSS PER SHARE 11 SREE
2020 2019
e —TNF
$’000 $'000
Fr T
Loss B8
Loss for the year attributable to KRR ABIEFRERE
owners of the Company (5,115) (16,985)
2020 2019
—ECBH —ZT-NF
Number of ordinary shares ZEREE
Weighted average number of M ESREREEMSHY
ordinary shares for the purpose of TR piE I
basic loss per share 1,000,000,000 1,000,000,000

No diluted loss per share is presented as the Company did not have
any dilutive potential ordinary shares for the Year and Year 2019.

12 DIVIDENDS 12

The Board of Directors did not recommend any dividend for the Year
(2019: Nil).

For the Year and Year 2019, a subsidiary of the Company made the
following distributions:

BEZ5|SEEEERE - RERKAR]
RAFE N —F-NFERETTEE
BETmK -

’RE
EXeTEBsUAFEIRBEETMARE
(ZE—NF 8\ -

RARFEER-_ZE—NFE - XATNE
REWEHAT DI :

2020 2019
—E-EE —E-NF
$'000 $'000
5 T
Dividends declared and paid to [AlData Star Inc. 3E{EMR AR R =
non-controlling shareholder & B A B A% B,
by Data Star Inc. 2,948 5,897
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13 PROPERTY, PLANT AND EQUIPMENT AND LEASES 13 Y% BEERREUREE

(a) Property, plant and equipment (@ ¥ -  WERRZE
Leasehold Furniture Computer
land and Leasehold and and office Motor
buildings improvement fixtures  equipment vehicle Total
HELH E- )
REF HE#E GEREE MWARE RE @t
$'000 $'000 $'000 $'000 $'000 $'000
Fr T T T Tt Fr
Cost or valuation A A
At 1 January 2019 R-Z—hF
—A—H 50,169 606 1,007 2,389 2222 57453
Additions NE = = - 265 418 683
Disposal T - - - (22) = (22)
Surplus on revaluation EhHBE% 7,740 = = = = 7,740
Exchange realignment gL (110) - - 3) (15) (128)
Asat31December2019  MZZE—h4F
+-A=+—-H 57,799 1,666 1,007 2,629 2625 65,726
Comprising: BiE
Cost PR - 1666 1,007 2629 2625 7,927
2019 valuation “E-NERE 57,799 = - - = 57,799
Asat31December2019  MZE—hF
+-A=+-H 57,799 1,666 1,007 2,629 2625 65,726
At 31 December 2019 - RZE-NE
as previously reported +-A=+-H
—REAZR 50,059 1666 1,007 2,629 2625 57,986
Change in accounting policy & &#HHR %
(note 2(0)) (Hz2(0) 7,740 = = = = 7,740
At 31 December 2019and ~ RZZE—hF
1January 2020 -restated ~ T=A=1+—H
RZEZZE
—A—H-&&7| 57,799 1,666 1,007 2,629 2,625 65,726
Additions E = 438 5 2,189 z 2,632
Disposal e = - - (133) 2 (133)
Surplus on revaluation BhAH 100 - - - - 100
Exchange realignment B 5 5% 506 - - 12 53 571
Asat31 December2020 ~MZT-TF
+-A=+—H 58,405 2,104 1,012 4,697 2,678 68,896
Comprising: g
Cost A - 2,104 1,012 4,697 2,678 10,491
2020 valuation —ZCEEE 58,405 - - - - 58,405
Asat31 December2020 ~ MZT-TF
+-RA=+—~H 58,405 2,104 1,012 4,697 2,678 68,896
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13 PROPERTY, PLANT AND EQUIPMENT AND LEASES

13 Y% BERREUAREE(E

(CONTINUED)
(a) Property, plant and equipment (Continued) (a) Y% - BERRZREGE)
Leasehold Furniture Computer
land and Leasehold and and office Motor
buildings improvement fixtures  equipment vehicle Total
HELH ERlR
RETF HERE HFERRE BARE AE st
$'000 $000 $'000 $'000 $'000 $'000
7 7 1 i 7 7
Accumulated depreciation ~ Z&HHTE
At 1 January 2019 RZZ—N&
—A—H 4439 601 435 1,132 198 6,805
Charge for the year FAZH 1686 333 195 422 387 3023
Disposal HE = = = (18) = (18)
Surplus on revaluation BihAH (6,108) - - - - (6,108)
Exchange realignment EaEcE (17) - - (1 3) (21)
Asat31 December2019  MZZE—NF
+-A=+-H = 934 630 1,535 582 3,681
At31December2019-  RZZE—NF
as previous reported +-A=1+—H
—RERNZR 6,108 934 630 1,535 582 9,789
Change in accounting policy & 3T EK 8
(note 2(0)) GiEIG) (6,108) - - - - (6,108)
At31 December 2019and ~ RZZ— N4
1 January 2020 -restated  T=A=+—H
P de e 33
—A—B-E5| - 934 630 1,535 582 3,681
Charge for the year FRAXH 2,260 348 195 491 442 3,736
Disposal HE - - - (124) - (124)
Surplus on revaluation BhAH (2,260) - - - - (2,260)
Exchange realignment B % 5% = = = 4 16 20
Asat3]December2020 ~ RZETZTF
+-A=1+—-H - 1,282 825 1,906 1,040 5,053
Carrying amount FEE
Asat31 December2020 ~WMZZT-TF
+-A=+—-H 58,405 822 187 2,791 1,638 63,843
Asat31 December2019 ~ MZZT—NEF
- restated +-A=+—-H8-
e 57,799 732 377 1,094 2043 62,045

R_ZE_TF+-_A=+—H"
% ®E/550,300,00078 7 2 HAE L
RIEFEEE  UEBUR T AE
Bz —RBTHE(ZT-NFL
&% : 50,200,000787T) °

The leasehold land and building of HK$50,300,000 have been
mortgaged to secure general banking facilities granted to the
Group at 31 December 2020 (2019 restated: HK$50,200,000).
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13 PROPERTY, PLANT AND EQUIPMENT AND LEASES
(CONTINUED)

(a)

Property, plant and equipment (Continued)

13 ¥XE - BERRBUREE(E)

I3 - BB R (R

The carrying amount of leasehold land and buildings at the FRzZEET W REFZREE
end of the year are analysed by the term of the leases are as REBRSTAT
follows:
2020 2019
S —T-NEF
$'000 $'000
T T
In Hong Kong REB
— Medium term leases —EIEE 50,300 50,200
In the PRC RFE
— Medium term leases —HEIE 5,483 5,140
- Long term leases —RHMEE 2,622 2,459
58,405 57,799

The Group had previously measured the leasehold land and
buildings using the cost model. In order to provide more
relevant information to the users of the financial statements
of the Group and reliable measures of the leasehold land
and buildings, the Directors of the Company elected to
change the method of accounting for leasehold land and
buildings to revaluation model. The Group applied the
revaluation model retrospectively. The leasehold land and
buildings were revalued on 31 December 2019 and 2020 . The
revalued amounts of the leasehold land and buildings as at
31 December 2019 and 2020 are determined by the Directors
with reference to the appraisal undertaken by an independent
professional valuer.

AEBELABERKARNGE
METHRIETF - BRANEBEE
BHRERZAFREEZHBEER
&%ﬁ%iiﬂ&@?ﬂﬁ%%% Vi
NABEECEBRBREL W NE
FEEIHEREAEHER o A
SEEPEREGER - HEL
HMEREFR-_ZFE-NFR-2T=
TE+-_A=+—HEMH BE
THEEFR-_ZE-NER_-Z
—EBEF+-A=t—HBzEHS
B DREELXEBIYEEME
EMETTRRHME METE -
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13 PROPERTY, PLANT AND EQUIPMENT AND LEASES
(CONTINUED)

(a)

Property, plant and equipment (Continued)

In determining the fair value of properties, it is the Group's
policy to engage an independent professional qualified valuer
to perform the valuations. The management works closely with
the valuer to establish the appropriate valuation techniques
and inputs to the model. The leasehold land and buildings
were revaluated at 31 December 2019 and 2020 on an open
market value basis by Ravia Global Appraisal Advisory Limited,
an independent professional valuer, who have among their
holding recognised and relevant professional qualification with
recent experience in the location and category of properties
being valued. The fair value of the leasehold land and buildings
was determined based on the direct comparison method by
reference to market evidence of recent transaction prices/
market askings prices for similar properties for the respective
locations and types of properties.

The recurring fair value measurement for leasehold land and
buildings as at 31 December 2019 and 2020 is categorised as
Level 2 of the fair value hierarchy. The fair value of leasehold
land and buildings is determined using direct comparison
method by reference to sales price of comparable properties
which is publicly available. Relevant comparable properties are
analysed and considered with adjustments including location,
time, size, building age and others as appropriate. The most
significant input into this valuation approach is price per
square foot/meter.

For the year ended 31 December 2020, there is no transfer
between the levels of fair value hierarchy.

The revaluation gave rise to a revaluation surplus net of
applicable deferred income tax of approximately HK$2,042,000
and HK$11,330,000 which has been credited to the
asset revaluation reserve at 31 December 2020 and 2019
respectively.

As at 31 December 2020 and 2019, if the leasehold land and
buildings had not been revalued, they would be included in
the consolidated financial statements at historical cost, less
accumulated depreciation, of approximately HK$42,570,000
and HK$43,951,000 respectively.
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13 PROPERTY, PLANT AND EQUIPMENT AND LEASES
(CONTINUED)

(b) Leases

The Group has lease arrangements for properties leased
for office and warehouse use. The lease terms are generally
ranged from 1 to 2 years. The followings are right-of use assets

recognised according to HKFRS 16

Right-of use assets

13 ¥XE - BERRBUREE(E)

(b)

HE
AEERBFHEMEERLE
REMAENHEEZH - AH—&
NF—EMF - RIFB BB R
SEANF 1RER L ERREE
L

ERAEEE

Properties leased for own use

BEBRNHEENE
2020 2019
—EDEF —T-hF
$’000 $'000
Fx Fr
At 1 January n—H—H 2,915 =
Additions NE = 4334
Depreciation e (2,135) (1,426)
Exchange realignment bE 5,5 36 7
816 2,915

The analysis of expense items in relation to leases recognised

in profit or loss is as follows:

RiEmERAZARHEENERR

2020 2019
—EDEH —ZE-NEF
$'000 $'000
FT TIT
Depreciation charge of right-of-use RIEREES B AR
assets by class of underlying asset: BEZITEER :
Ownership interests in leasehold land ~ R#F1EE AWM E i
and building for own use MIEFHE kR 2,260 1,686
Properties leased for own use FEE ANEEME 2,135 1,426
Interest on lease liabilities MEAERNS 84 102
Expenses relating to short term leases 5 B3z HifHE & F 1,259 1,696

For the Year, there is no additions to right-of-use assets (2019:
HKS$4,334,000) related to the capitalised lease payments

payable under new tenancy agreements.

The total cash outflow for leases for the Year amounted to

HK$2,182,000 (2019: HK$1,461,000).

RAEE  MEFHEHZRE
TEBEANLEMNEEREZ
FREEERB(ZZE—NF :
4,334,00087T) ©

AFEFEHERSsARLRES
21820008 L (= F — N F
1,461,000787T) °
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13 PROPERTY, PLANT AND EQUIPMENT AND LEASES 13 ¥ BERRKEUARBEEGE)
(CONTINUED)
(b) Leases (Continued) (b) FHE(E)
Lease liabilities HEAE
The following table shows the remaining contractual TREIIAEERERNEER
maturities of the Group’s lease liabilities at the end of the year: ERHRE L AR -
31 December 2020 31 December 2019
—E_EE+A=1—H “T-NE+-A=1+—H
Present Present
value of the Total value of the Total
minimum minimum minimum minimum
lease lease lease lease
payables payments payables payments
REHE REHES REEE =EHE
FRHEE NEE:E] RmIRE Bk
$'000 $'000 $'000 $'000
Fr T Tt Tt
Within 1 year —FR 921 936 2173 2,257
After 1 year —FHRERMFA
but within 2 years = = 802 813
921 936 2975 3,070
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14

INVESTMENT PROPERTY 14 BREYHE
2020 2019
—_ 7 —= EE :?—j‘l_lf'i
$'000 $'000
T T

At fair value BAFEE

At 1 January n—A—H 51,700 54,000
Fair value adjustment NEEFARE (700) (2,300)
At 31 December Rt+—A=+—H 51,000 51,700

The Group's investment property is a commercial property situated
in Hong Kong, held on medium term leases and leased out to third
parties. The investment property was revalued by RHL Appraisal
Limited as at 31 December 2020 and 2019 on an open market value
basis. It is an independent professional valuer, who has among its
staff holding recognised and relevant professional qualification with
recent experience in the location and category of property being
valued.

The valuation at 31 December 2020 and 2019 was arrived by
adopting the direct comparison method where comparison based
on price information of comparable properties is made. Comparable
properties of similar size, character and location are analysed
and carefully weighed against all the respective advantages and
disadvantages of each property in order to arrive at a fair comparison
of capital values.

The investment property has been mortgaged to secure general
banking facilities granted to the Group at 31 December 2020 and
2019.

AEBOEENERUNBBNAED
¥ ROHRERBAYHBATE=T -
BEWMEX B XMITHEBRRARA
AR—FE_FER_F-AF+=A
=+ BEARMEELEETER ° &%
RABUEXMGER  BEZRET
FARA MAEBEEXREBIRAEED
S R IE R A AT AR -

R-_ZB_ZFR_FT-hhF+_A
=T AMRBRERRERLECS - AR
BAIELERYENEREREITLR -
R BRI BERENR BB R
ST - WHFAEE Y ENRE R
B M AFHERERE -

REMECER - UERR_Z_TF
RZZB-NF+-_A=1+—BETAE
B —ARIRTTREE ©
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14

INVESTMENT PROPERTY (CONTINUED)

Details of the Group's investment properties and information about
the fair value measurements for the year are as follows:

14 REYHE(E)

FAEERANE N RABNAT
B EOAHHIIWT -

Level 1 Level 2 Level 3 Total
E—R EZR E=R et
$'000 $'000 $'000 $'000
T T Tt T
Recurring fair value REMAFEFTE
measurements
Commercial properties NN E BN ED
located in Hong Kong
31 December 2020 —ETF
+=-—A=+—~H - - 51,000 51,000
31 December 2019 —EB-NF
+-A=+—H = - 51,700 51,700

There were no transfers between Level 1 and Level 2 or transfers
into or out of Level 3 for the Year. For the Year 2019, the fair value
measurements for the investment property were transferred from
Level 2 to Level 3 of the fair value hierarchy. The transfer was due
to significant adjustments required to be made to the available
observable inputs to make it comparable to the investment property
of the Group being measured in Year 2019 but no significant
adjustment to the inputs was required for the valuation in the Year
2018.

The fair value of investment property is determined using direct
comparison method by reference to sales price of comparable
properties which is publicly available. Relevant comparable
properties are analysed and considered with adjustments including
location, time, size, building age and others as appropriate. The most
significant input into this valuation approach is price per square foot.
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14 INVESTMENT PROPERTY (CONTINUED)

The fair value measurement for investment property as at 31
December 2020 and 2019 is categorised as Level 3 of the fair value
hierarchy. Key unobservable inputs used in valuing the investment R
property as at 31 December 2020 and 2019 are as follows:

14 REYHE(E)
R-BE-_ZTER_T—-NE+_A
=+—8 BEVENRFEFENSE

NFEEBRE=H N_E-_ZTFRK

—E-NF+-A=1+—8  HEKEY

EETHETANEIETIBRE ALK

BT

Inter-relationship between key

As at 31 December unobservable inputs and

RT=A=T-H fair value measurement
Valuation technique Key unobservable inputs 2020 019 FEFUBEBAHER
EEHN FEFUERGAEE —BCEE “T-NF  DVHEHEZENEEEE
Direct comparison Market unit rate per square feet HK$13,849 to HKS19,762t0  Increase in market unit rate, increase in
HK$30,241 HK$29,720 fairva\ue of the investment property
BRLBE FEARMEENER 13,849/ L2 1976082 MHENEBEEM  HEMER
3020187 29720 7T fﬂfﬁi‘bu
The movements during the year ended 31 December 2019 and 2020 REBEZE-F ﬂi&_ Z _g¢‘|‘ —A
in the balance of the Level 3 fair value measurements are as follows: =+—HIFE - NERTE4
ERZEBINT ¢
$'000
T
At 1 January 2019 —T-NF—H—H -
Transfer from Level 2 HMEE—L 54,000
Unrealised loss from fair value adjustment STABRZ A ERAE 2 REHREE
included in profit or loss
— Decrease in fair value of investment property —IREMEIFERL (2,300)
At 31 December 2019 and 1 January 2020 RZBE-—NF+A=+T—8K
—ZE_TF—H—H 51,700
Unrealised loss from fair value adjustment FABGR 2 AHERBR 2 AREH R
included in profit or loss
— Decrease in fair value of investment property —REMEAFHERD (700)
At 31 December 2020 R_E_ZF+_HA=+—H 51,000
The loss recognised in profit or loss for the years arise from the FARBRERAZBERELAATERER
investment property held at the end of the year. IS BN -
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15 INTANGIBLE ASSETS

15 BREEE

Distributorship
rights
DR
$'000
T
Cost B
At 1 January 2019, 31 December 2019 and RZZ-NE—H—H"
1 January 2020 ZE-NFTZA=T-HK
—Z2-TF—A—H -
Additions NE 23,785
Exchange realignment BE 5, 8% 1419
At3|December2020 K RB_BFI-A=T-R 2204
Accumulated amortisation and impairmentloss Rt E R EERE
At 1 January 2019, 31 December 2019 and RZZE-hE—HA—H"
1 January 2020 “E-NAFTZA=T—RAK
—E-FF—H—H -
Amortisation 3] 2,576
Fxchange realignment BE 3, R B 154
At31December2020 R \ZRSREACAST TR 2730
Carrying amount fREE
At 31 December 2020 R-FB_TF+_A=1—H 202474

At 31 December 2019

R-ZE-—NF+-_HA=1t—H

During the current year, the Group completed acquisition of
intangible assets which are the distributorship rights for electronic
components and other ancillary products and plastic components in

the PRC.

The Directors of the Company determines the estimated useful
lives and related amortisation charges for its intangible assets. This
estimate is based on the contractual terms and the extension options
that the Group could exercise under the acquisition agreement.
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16

17

INVENTORIES 16 78
2020 2019
— 7 —= qE :%—j‘l_]f'f
$’000 $'000
Fx Tt
Trading inventories 558 229,265 88,018
TRADE RECEIVABLES 17 EFZEWERX
2020 2019
—_ 7 —= fﬁ :TEE—j‘LE
$’000 $'000
Fx Tt
Trade receivables B Z FEWARK 530,304 498,036
Less: allowance for impairment R BE R (30,956) (12,175)
499,348 485,861

The Group's trading terms with its customers are mainly on open
account terms, except for new customers, where payment in
advance is normally required. The balance of the business is on open
account terms which is often covered by customers’ letters of credit
or is factored to external financial institutions. The credit terms vary
from 1 day to 120 days after the monthly statement. The Group
seeks to maintain strict control over its outstanding receivables to
minimise credit risk. Overdue balances are regularly reviewed by
management. Trade receivables are non-interest-bearing and their
carrying amounts approximate to their fair values.

REBEEARPHE P IRRERIARER
FEAETT - TR P —RATRN SRR
S o LAEMRTT SUETTRO B B R USRS

HBEMARPERAERRERIINGS
RS - EEHNF1BE ARRKR120
B o ZNER B H R ol i WOk TR M 455 R

R BUREKEERR - BEEES
E BB SR E%EH&ZE KR

B BEREEREAFERS
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17 TRADE RECEIVABLES (CONTINUED) 17 E5BBRRR (8)
The following is an ageing analysis of trade receivables based on the Z ZRBARRIREE B R ERER DT 40
invoice date: N
2020 2019
—_ 7 —= qE :?—j‘l_]f'i
$'000 $'000
T T
0-30 days 0£30H 146,784 168,870
1-60 days 31260H 138,844 132,380
1-90 days 61290H 109,901 90,243
More than 90 days 9B M E 134,775 106,543
530,304 498,036
Less: Allowance for impairment B R ERE (30,956) (12,175)
499,348 485,861
Impairment losses in respect of trade receivables are recorded using B S W SOR EEE AR R
an allowance account based on lifetime expected credit loss unless > HATEER = 1B ABE - MR NHAE Al
there is no expectation of recovery, in which case the impairment WEZZHEERT - REGEEER
loss is written off against trade receivables directly. Details of B EREWERESG - AERE T %

impairment assessment of trade receivable for the year ended
1 December 2020 are set out in note 30. The movement in the

F+-A=+T—RHLEFENESRUER
FORME RS B BEMNIRE30 - RFR

allowance for doubtful debts during the year is as follows: T REEREEEMT
2020 2019
$ 000 $'000
T T
At 1 January m—HA—H 12,175 =
Impairment loss recognised ERREEE 18,781 12,175
At 31 December A+—A=+—H 30,956 12,175

At 31 December 2020, trade receivables of the Group with
an aggregate carrying amount of HK$229,305,000 (2019:
HK$270,857,000) have been assigned to banks to secure the general
banking facilities of the Group.
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18

B BHRRMEE

(BRIHSEHE - LBTTIT)

OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS 18 HAEWRIE - BERAMK
2020 2019
— —E-NF
$’000 $'000
Fx T
Other receivables H b e U FRIE 1,585 1,683
Interest receivables FEWFI B 1,566 -
Loans receivable (note i) W E R (FIFED 5,569 671
Deposit for purchase (note i) BREE RS (i) 34,101 2,839
Utilities and other deposits KE R EAIRZE 1,190 952
Prepaid expenses AR 2,352 2,000
Deposit paid for acquisition of property, YEE¥I% - B M &AEH
plant and equipment 2ffize 256 1,858
Deposit paid for acquisition of WEREEENC RS
intangible assets (note iii) (Bfd 5iii) - 15,600
Deposit for proposed acquisition of ERUEEBNRE (MsEv)
business (note iv) 11,123 11,123
57,742 36,726
Less: amount classified as current assets J& : DB A RENEEMN S5 (57,486) (8,145)
Amount classified as non-current assets D 3B AIERENEEN S RE 256 28,581
Notes: BI5E -
2020 2019
—B-%F —NEF
$’000 $'000
T Fr
Loans receivable EER 6,999 671
Less: Allowance forimpairment &L mERME | WEN
5,569 671
The aging analysis of loans receivable at the end of the reporting s HAREWESRERER DT -
period is as follows:
2020 2019
i ZE-NF
$'000 $'000
F Tt
Not past due R HA 3,900 s
Past due within 3 months wEZEA A 2,384 -
Pastdueover3months @mE@s@n | T R
6,999 671
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(Expressed in Hong Kong dollars unless otherwise indicated)

18 OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS
(CONTINUED)

Notes: (Continued)

(Continued)

As at 31 December 2020, the loans receivable are interest bearing from
9.6% to 10% per annum (2019: non-interest bearing). The loan period
is from 5 days to 16 months. The loans are secured by the guarantee
executed by owners of the debtors. Interest income of approximately
HK$175,000 (2019: Nil) has been recognised as other income.

As at 31 December 2020, loss allowance of HKS$1,430,000 (2019: Nil)
was made.

As at 31 December 2020, included in deposit for purchase of
HK$27,978,000 is secured by guarantee executed by independent
third party and carried interest of 1.25% monthly.

As at 31 December 2019, full provision for impairment loss on the
purchase deposit of HK$4,325,000 was recognised. In prior years,
the Group entered into agency agreements with a supplier of
chip products for selling its products and purchase deposits of
HK$9,360,000 was paid. The agency agreements had been expired
in the Year 2019 and the balance of the purchase deposits of
HK$4,325,000 had not been refunded to the Group. Since there is
uncertainty on the recoverability of the purchase deposit, full provision
for impairment loss was recognised for the prudence sake.

It is earnest deposit paid to Vendor for acquisition of certain
distributorship rights. On 30 September 2019, the Group entered
into the Acquisition Agreement with the Vendor, which allows the
Vendor to transfer the distributorship rights of electronic components,
other ancillary products and plastic components to the Group at the
consideration of US$5,000,000. The acquisition of distributorship rights
has been completed during the year 31 December 2020.

It is refundable deposit of RMB10,000,000 paid to a third party who
is the beneficial owner as to the entire equity interest in the target
company established in the PRC. The Group entered into a non-legally
binding memorandum of understanding with the owner of the target
company (the “Vendor”), the guarantors, the target company and the
target business company in relation to the proposed acquisition on 7
November 2019. On 18 September 2020, the Group entered into sale
and purchase agreement with the Vendor to acquire 60% of issued
shares of the target company at consideration of RMB40,000,000. On
30 November 2020, the Group and the Vendor entered into a deed of
termination whereby the parties have mutually agreed to terminate
the sale and purchase agreement with effect from the date of the
Deed of Termination. The Vendor, shall within 3 business days from
30 November 2020, return the refundable deposit to the Group in
accordance with the provisions in the sale and purchase agreement
and the Deed of Termination. At 31 December 2020, the refundable
deposit is still not refunded yet. The directors of the Company are
of the opinion that no provision for impairment loss is necessary as
feasible repayment plan is received.
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(Expressed in Hong Kong dollars unless otherwise indicated)  (f#FE=5H 5885 + LA BT TR)

19 BANKBALANCES AND CASH 19 MITHEBRRRE

2020 2019

—_ —\' —= qE :ﬁ_j—l.:f'z

$'000 $'000

T T

Cash at banks and on hand BTN FERSE 95,039 211,809

95,039 211,809
Bank balances and cash comprise cash and short-term deposits held RITEREIRSRRERE R FERN SR
with financial institutions and carry interest at prevailing market rates. WS ETFER - BRI H=RT

E\ o

As at 31 December 2020, the Group places approximately N—E-TF+-_A=+—H ' X&EF
HKS$15,426,000 (2019: HKS4,539,000) in banks in the PRC, the Fj.Wfﬂf:jﬁﬂljﬁﬁﬁ’]15426000/ﬁ7ﬁ
remittance of which is subject to relevant rules and regulations of (ZZ— N4 45390008 7T) ' ERFT

foreign exchange control promulgated by the PRC government. AR B B 2R F AR R NE r*ﬁIJiE,ﬁJJ B g

BIFRPR ©
20 TRADE PAYABLES 20 EBEFZEMNEKRX

2020 2019

i —NEF

$’000 $'000

T T

Trade payable Z 5 ETEREK 188,908 224,950
An ageing analysis of the Group's trade payables presented based on RNREBRZHE HERIREEZHEIZ27)

the invoice date at the end of each reporting date, is as follows: 2 5 ENEERBIERES ST -

2020 2019

—_ 7 —= ﬂE :%_j—l.:ﬂi

$’000 $'000

T T

0-30 days 0%30H 110,687 149,451

1-60 days 31&260H 66,957 72,035

1-90 days 61£290H 7,925 2,965

More than 90 days 908 M E 3,339 499

188,908 224,950
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21 OTHERPAYABLES, ACCRUALS AND DEPOSITS 21 HtENFER - BrERAREWR

RECEIVED e

2020 2019

— 7 —= EF —= j‘l_,f'f

$’000 $'000

T Tt

Other payables and accruals Hib e R IE R EER 11,707 9,858

Commission payable FEfAE 7 32,990

Value added tax payables FERTIE(ER 1,026 298

Customer deposits received BWEFiEE 20,799 1,434

Rental deposit received EWHEERS 240 240

33,779 44,820

Customer deposits received represents consideration received

B R PR 15 AN B HE R AR B8 et A

REDRAEFPKRENRE  EFES
667,0008 7T ( ZF — L : 557500078
TLEFARZE-_ZF—F—B84E

from customers for goods before the Group recognises the related
revenue. Customer deposits of HK$667,000 included in the balance as
1 January 2020 were recognised as revenue during the Year (2019:

HK$5,575,000). B WAARFERR /WS -
22 BANKBORROWINGS 22 RITEE
2020 2019
—ECEF —T-NF
$’000 $'000
Fr Tt
Current liabilities REEE
Factoring loans 1%f¥§;i 163,208 144,538
Other bank loans HMiRITER 299,903 183,053
Bank instalment loans RITH Hﬁfém
— portion of loans due for repayment ~ —ZBR—FREEZ BRI D
within one year 2,587 2,787
— portion of loans due for repayment ~ —ZBR—FEEBZERI D
after one year which contain a (B REREB G
repayment on demand clause 13,081 15,714
478,779 346,092
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22 BANKBORROWINGS (CONTINUED)

U]

(i)

(iif)

The Group's bank loans are carried at amortised cost. None
of the portion of the term loans due for repayment after one
year which contain a repayment on demand clause and that
is classified as current liability is expected to be settled within
one year.

Factoring loans are variable-rate borrowings which carry
effective rate (which is also equal to contractual interest rate)
of 1.43% to 2.24% per annum at 31 December 2020 (2019:
3.12% to 3.91%).

Other bank loans represent import loans, trust receipts loans
and revolving loans which are variable-rate borrowings and
carry effective interest rate ranging from 1.15% to 4.95% per
annum at 31 December 2020 (2019: 3.14% to 4.66%).

Bank instalment loans are variable-rate borrowings and carry
effective interest rate of 1.12% to 1.90% per annum at 31
December 2020 (2019: 2.75% to 3.92%)).

During the Year, the Group has transferred the collection right
of certain trade receivables to financial institutions under
factoring agreements, but such transfers do not qualify for
derecognition in the consolidated financial statements. A
transferred asset is derecognised when the Group transfers the
asset and substantially all the risks and rewards of ownership of
the asset to another entity. The factoring facilities are secured
by pledge of assets and corporate guarantees executed by
the Group and personal guarantee executed by Mr. Pai. Given
that the financial institutions are authorised to realise and
sell the pledged assets in case of default and guarantee is
provided to the transferees, the Group has not transferred the
significant risks and rewards relating to the transferred assets
to the financial institutions. Accordingly, the transferred assets
continue to be recognised in its entirety and the consideration
received is recognised as a liability.

22 $R%
(i)

(ii)

(iif)

1ﬂ§(nﬁ)
REBRITETIREHK AT
% TE B R AP A 1 ESRE R IR

BoEARBBE AR —F
féfa&aZEﬁlﬁi‘f?kﬁ DR —
Wu/ﬁ"

RIEEXBZEEE  BR=F
—EF+_A=Z+—HZERF
FIR(THEEREHFIE) B143%
F2U%(ZE—NF  312%F
391%) ©

HMRITERIBEQDER - 55
WEE S &ﬁ%iﬂaﬁm BZ B
e AR -_ZT-_TFE+_H4
=+—BZ2BEBRFNE HE 1.15%
F495%( ZF—NF : 314% 2
4.66%) °

fEﬁ “HH% B ZEEE AR

—E-TF+-_A=+—HZE
ﬁfﬁﬁﬂﬂ—u F1.12%E1.90% (=&
—NE : 275%%3.92%) °

RAFER - AEEERERE
R E T8 SRR A Y El
REZRTTREE BAREER
REBERNGAMBRRR LT
R BAREEREENKGEE
P HE R 4B X BR 10 LB B [ ¥R 48

BEREHE ARLERADE
REE - REBENEERTK

REBEFERRER N B ST
EEAERSER®D - EXNE R
WA E X MR AGE AR
RO TER N HEDEMN
BE BARERAHDERE
EMERRR K OHEE S @K
B At BEEEEEEELE
ERLE KRR EERSAE -
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22 BANKBORROWINGS (CONTINUED)
(i) (Continued)

The carrying amounts of the transferred assets and their

22 RITEEE)

iy (&)

EEREEMEMBREEZRT

associated liabilities are as follows: BT :
2020 2019
—ECERE —hE
Trade Trade
receivables receivables
transferred transferred
under factoring under factoring
agreements agreements
RBRERE RIFIRIE Hh ek
EHECES HREIBD
FEUWBR X FEUSER X
$’000 $'000
F i
Carrying amount of transferred EEEEEREE
assets 227,690 253,688
Carrying amount of associated A G REE
liabilities 163,208 144,538

(iv) At 31 December 2020, the banking facilities of the Group were
secured by trade receivables of the Group with an aggregate
carrying amount of HK$229,305,000 (2019: HK$270,857,000),
the legal charge over the investment property of the Group,
leasehold land and buildings of HK$50,300,000 of the Group
(2019 restated: HK$50,200,000), personal guarantees executed
by Mr. Pai, and corporate guarantees executed by the Group.
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(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

22 BANKBORROWINGS (CONTINUED)

V)

(Vi)

Certain of the Group’s banking facilities are subject to the
fulfilment of covenants relating to the Group’s financial
position. If the Group were to breach the covenants, the
drawn down facilities would become payable on demand.
As at 31 December 2020, the Group breached the covenant
requirements under bank facilities with a bank, as the Group’s
net tangible assets was less than that required by the bank. The
Group has obtained one-off waiver from strict compliance with
the covenant requirements in relation to all the outstanding
bank borrowings. Management was of the opinion that the
breach has no significant impact on the Group’s financial
position as all bank borrowings were classified as current
liabilities as at 31 December 2020.

At 31 December 2020 and 2019, the bank instalment loans
were due for repayment as follows, which are based on the
scheduled repayment dates set out in the loan agreements
and ignore the effect of any repayment on demand clause:

22 $R1
(v)

(Vi)

1ﬂ§(nﬁ)
REBETRITRERETAE

BB BRI B B3 - AR
WiERRE  CRMOBANE
ERFN o R-B-FF+— A

=+—8" EHB’VT"E@E’JEE’A
EFELRRITER - AEEHE
REBSRITET S HVERTTREE T B9 22
HER c REEDHIF IR IMEE
RERBEBFTHAREBRRITEE
Z;@aﬁgjﬁ ° Aiinuje_'r EEEA
FARITEER_Z_TF+_
A=+—BoBRRRHEBE
ﬁtﬁﬁﬁi&¥1$$@%,ﬁ?ﬁ‘%ﬂﬁiﬁ
WREXTE

RF-FER-F-AE+=
A=+—R - RITHWERER
T T B R T 2K B
# - AX WA AEAREREE

fERz 8

2020 2019

—E-EE —hEF

$’000 $'000

Fr Tt

Within one year —FR 2,587 2,787
After one year but within —F R BERRFEA

two years 1,982 2,512
After two years but within MEZRBRAFA

five years 5,080 5,708

After five years AF% 6,019 7,494

15,668 18,501
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23 DEFERRED TAX ASSETS/LIABILITIES 23 EEHEEE B

The net movement of deferred tax assets/(liabilities) are as follows: EIETRIBEE, (BE) 2 FEEEHN
T~
2020 2019
—EIEH —E-nF
$’000 $'000
T Tt
(restated)
(&&&|7))
Balance at 1 January N—B—HZ&% 2,225 (386)
Credited to profit or loss (note 10) srABZ=(FizE10) 2,879 5,128
Charged to other comprehensive kB b2 mas
income (318) (2,518)
Exchange realignment bE 34 SR B (52) 1
Balance at 31 December R+-—A=1+—8B2z&% 4,734 2,225
Deferred tax assets EEBIEEE
Provision for
impairment Tax losses Total
HERE BiIEE B et
$'000 $'000 $'000
Tt Tt Tt
Balance at 1 January 2019 RZZE—NF
—A—B2z#&% = = —
Credit to profit or loss for the year 5t A RI8z 744 4418 5,162
Balance at 31 December 2019 RZE—NEF
+—A=1t—HBz#&% 744 4418 5,162
Credited to profit or loss for FFAFAERR
the year 141 2,930 3,071
Balance at 31 December 2020 RN -ZHF
+ZA=+—Bz#&&% 885 7,348 8,233
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23 DEFERRED TAX ASSETS/LIABILITIES (CONTINUED) 23 EEFEEE S&(H)
Deferred tax liabilities EEHIEEE

Revaluation
Accelerated of leasehold

tax land and
depreciation buildings Others Total
EfHEE
MEBBTE T RETF Hity et
$'000 $'000 $'000 $'000
T T T T
Balance at 1 January 2019 RZZE—NF
—RA—Bz#&& 386 - - 386
Charged to profit or loss kB ENER
for the year 2 = 32 34
Charged to other HREFREMEAEE
comprehensive income
for the year = 2518 = 2518
Exchange realignment P 5 = = M m
Balance at RZE—NF
31 December 2019 +-A=1+—8
2 FERR 388 2,518 31 2937
Balance at 31 December 2019 R-T—NF+_A
- as previously reported =+t—HZ&%
—RENZH 388 - 31 419
Change inaccounting policy  E&TEUREE (FiTE2(0)
(note 2(c)) - 2,518 - 2518
Balance at 31 December 2019  R=Z—N4F
and 1 January 2020 - restated +T-HA=+—HRK
—T_TF—A—H
2 FEER— K ED| 388 2,518 31 2937
Charged to profit or loss kB ENER
for the year 193 - - 193
Charged to other HREFREM2EkE
comprehensive income
for the year - 318 - 318
Exchange realignment BEE 5 TR = 49 2 51
Balance at 31 December 2020 M-Z-T4F
TZA=+—HZ#&R 581 2,885 33 3,499
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23 DEFERRED TAX ASSETS/LIABILITIES (CONTINUED) 23 EEBIEEE BEGHE)
Reconciliation to the consolidated statement of financial FRE MR R RIVE R
position
For the purpose of consolidated statement of financial position REFEGEMBRAE - & TELEHIE
presentation, certain deferred tax assets and liabilities have been BERBEE TFUELE - LT AR
offset. The following is the analysis of the deferred tax balances for R EPTE BRI IBA R DT
financial reporting purposes:
2020 2019
— 7 —= qE —_= _j—l.:fﬁ
$’000 $'000
Fx T
(restated)
(#eES)
Deferred tax assets BEFIBEE 7,743 4,868
Deferred tax liabilities BEFHIBEE (3,009) (2,643)
4,734 2,225
Deferred tax assets not recognised AR EERIEEE
The following are the major deferred tax assets not recognised in the AT ARRGAMBRAIERR TE
consolidated statement of financial position: EEFIIEEE
2020 2019
—EC-BE —T-NF
$'000 $'000
Fr Tt
Tax loss MIEEE 600 1,035
No deferred tax asset has been recognised in respect of the R A B A TE ORI B 1808 I 2R - BUSE &
above items due to unpredictability of future profit streams. At 31 MEMIEERREEHIEEE - N
December 2020, the Group has unused tax losses of approximately TTFF+A=1+—H KxEEZ
HK$6,295,000 (2019: HK$4,818,000) available for offset against future RE) B IE E 18 496,295,0008 L (=&
profits. The tax loss of HK$392,000 (2019: Nil) may be carried forward — LA : 4,818,00078 7T ) A 4K 884 7K 5k
indefinitely and the tax losses of HK$5,903,000 (2019: HK$4,818,000) s o BIEE18392,0008 (=T — N,
will expire on various dates within five years from the reporting F:T)AERALE  MREERE
dates. 59030008 7L (ZF— L4 : 4818000/
To) 1% B S B EIRE A F A Z(E R B

2H
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23

24

DEFERRED TAX ASSETS/LIABILITIES (CONTINUED) 23

Reconciliation to the consolidated statement of financial
position (Continued)

Deferred tax liabilities not recognised

At 31 December 2020, temporary differences relating to the
undistributed profits of a subsidiary amounted to HK$3,960,000
(2019: HK$823,000). Deferred tax liabilities of HK$198,000 (2019:
HKS$41,000) have not been recognised in respect of the tax that
would be payable on the distribution of these retained profits as
the Group controls the dividend policy of the subsidiaries and it has
been determined that it is probable that these profits will not be
distributed in the foreseeable future.

EEREEE BE(E)
AR AR R AV R (4]

FERZIELEHREAE
R-E-_ZTF+-_A=+—8 " WEAQ
AR 2K 4 Fl) 2 B R 2= 58 /43,960,00078
TT(ZZF— % @ 8230008 7T) » Wk
B0 K2 E AR i K T A 2 B IR
RIREFRTA A F1980008 T(=ZE— N
F 0 4100087) - HEASEIESZ
LB AR ZRBEE - AREERA
ERARZERFNRAEETISESD
K ©

SHARE CAPITAL 24 RRA
Details of the share capital of the Company are as follows: AARRERFFEIBLT
Number of shares Amount
BHEE ot ]
HKS
BT
The Company ¥ NN
Ordinary shares of HK$0.01 each HREEEC01E T2 E A
Authorised: JAIE ¢
As at 31 December 2019 and R—E—NF+=-_A=+—H
31 December 2020 LB -FF
+=-—A=+—H 2,000,000,000 20,000,000
Issued and alloted: BEBRTRACHK
As at 31 December 2019 and RN-ZT— ﬂ¢+_ﬂ5+—ﬂ
31 December 2020 LB -FF
+=—HA=+—~H” 1,000,000,000 10,000,000

There are no movements in the issued share capital of the Company
during the Year and Year 2019.

RARFEER—_ZT—NFE - ARFAIDE%
TTRABEES o
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25

26

RETIREMENT BENEFIT SCHEMES

The Group participates in the MPF Scheme under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for all qualifying
employees in Hong Kong. The MPF Scheme is a defined contribution
retirement plan administered by independent trustees. Under the
MPF Scheme, the Group and its employees are each required to
make contributions to the scheme at 5% of the employees’ monthly
relevant income capped at HK$30,000. Contributions to the scheme
vest immediately. The assets of the MPF Scheme are held separately
from those of the Group, in funds under the control of trustees.

In accordance with the rules and regulations in the PRC, the
subsidiaries of the Group in the PRC participate in defined
contribution retirement schemes organised by the relevant local
government authorities for its employees. These subsidiaries are
required to contribute certain percentage of the employees’ basic
salaries and wages to the schemes. The local government authorities
undertake to assume the retirement benefits obligations of all
existing and future retired employees of these subsidiaries. The only
obligation of these subsidiaries with respect to the scheme is to
meet the required contributions under the scheme.

Total contributions paid or payable to the retirement benefit
schemes by the Group amounted to HK$2,575,000 for the year
ended 31 December 2020 (2019: HK$2,845,000), which had been
recognised as expense and included in staff costs and research and
development expenses as disclosed in note 8 to the consolidated
financial statements.

The Group has no other material obligation for payment of
retirement benefits beyond the contributions as described above.

COMMITMENT
Capital commitments

The Group has no capital commitments as at 31 December 2020.

() The Acquisition Agreement had been entered into between
the Group, Vendor and guarantors on 30 September 2019, for
the transfer of the distributorship rights from the Vendor at a
consideration of USS5 million. Earnest deposit of US$2 million
(equivalent to HKS$15,600,000) had been paid to the Vendor.
At 31 December 2019, the Group had capital commitment
(contracted for) for this acquisition of US$S3 million (equivalent
to HK$23,400,000). The acquisition was completed in the Year
at a reduced consideration of US$3.0 million while part of the
distributorship rights for electronic components ceased to be
transferred.
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26 COMMITMENT (CONTINUED)
Capital commitments (Continued)

(i) On 7 November 2019, the Company entered into another
non-legally binding memorandum of understanding with
the owner of a PRC company and the guarantors in relation
to the proposed acquisition. Subject to the parties entering
into a formal agreement, it is proposed that the Company
will acquire 51% of the equity interest in the target company
from the owner. The exact amount of the consideration for
the proposed acquisition will be further negotiated and is
estimated to be less than RMB110 million. As 31 December
2019, a refundable deposit of RMB10 million (equivalent to
HKS$11,123,000) was paid to the owner of the target company.

Reference is made to the announcement of the Company
dated 18 September 2020 in respect of a sale and purchase
agreement in relation to the acquisition of 60% of issued
shares in the target company from the vendor. In view of
the overall operating conditions and performance of the
target company, the vendor and a direct wholly-owned
subsidiary of the Company as the purchaser entered into a
deed of termination whereby the parties mutually agreed to
terminate the agreement. For further details, please refer to the
announcement of the Company dated 30 November 2020.

Operating lease commitments

The Group as lessor

The Group leases its investment property under operating lease
arrangements. The lease of the investment property is negotiated for
a term of 2 years. As at 31 December 2020 and 2019, the operating
lease receivables are as follows:

26 RIE(E)

BARAE(E)

iy RZZ2E—NFE+—AtH &2
AIMEBWEEEETRE QA%
BARERAGI LS —MHTEZE
BUOR DR ETE([RRES
8%1) - EFRTIEBRAD A RE
EAREBIZERRS1%Z BRHE -
BT ER Bk - s
EHBIRESREFE—F
=R AT ALRAREINES
TeRZE—NF+_A=+—
B BERBEZAGEAEAIZNT
RERS AREI0BETTHEER
11,123,000/ 7T,) °

BARRBAMR _-_ZT_TFNHA
TNAENRAERM  REFEH
MEHDWEEFEARERTRN
60% 2 B & % ° N B IE QA
MEBREERN LRI B HE
ARR—HEREEMB AR (E
RETTRIERZE Bt - 5177
MERBR L& - BREE—F
H1I5 F2HARRBEHASE
—TE+—-A=+RAMRE -

RERERRE

FEBEERHBEA
AEERBEEHELHEEERE
WK - KR REVMEHEESHM
F - R-F_FFER-F-NFT-H
=+—B - KEHEERYGENT ¢

2020 2019

—E-%F —FTNHF

$’000 $'000

Fx ST

Within one year —FR 1,440 600
In the second to fifth years, inclusive FE_FERFERF

(BIEEEMT) 480 =

1,920 600
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27 SUBSIDIARIES

27 MIBAT

Particulars of the subsidiaries are as follows: MEBARFFRMT :
Registered/
issued and
Place and date of fully paid  Percentage of equity attributable Principal Place of
Name incorporation share capital to the Company activities operation
‘ /281 27
£R AR A RARRE BEREADY IERH Lenk
2020 2019
“RIRE | CFF
Apex Team Limited British Virgin Islands Uss1 100 100 Investment holding Hong Kong
15 June 2009 i
EE&%E E9 RERK Bk
—2% j‘LE/\H +ﬂ E
Ascent Way International Limited Hong Kong HK$1,000,000 72 72 Sales of electronic Hong Kong
18 January 2016 components
ERERERAR &t 10000007 HES TRl (30
“E-r"5-At/\R
AVT Electronics Corporation The ROC TWD2,063,600 100 100 Sales of electronic The ROC
16 January 2019 components
BENBRARAT $léé 18820636007 HEE TRl hEGE
E-hE-At5A
AVT International Limited Hong Kong HK$4,999,986 100 100 Sales of electronic Hong Kong
7 May 1992 components, and sales
and integration of storage
system
BB ERARAT &t 4999986787 %% STLREE  FR
“NMZERALH E R
Data Star Inc. British Virgin Islands U5$2,200,000 72 72 Investment holding Hong Kong
5 January 2016
ABRAES 22000007 REBR BR
“T-"E-AEA
I-Sky Electronic Limited Hong Kong HK$2 100 100 Properties holding Hong Kong
12 June 2000
ANETERAT & BT EYERES &
“ERTERA+A
Jumbo Fame Investments Limited British Virgin Islands USs1 100 100 Investment holding Hong Kong
9 April 2018
EARERRAT] ZERAHE E RERK &
“E-/\EmANAE
Shenzhen Lisigao Electronics Company ~ The PRC HK$10,000,000 100 100 Sales of electronic The PRC
Limited* (Note 1) 18 July 2008 components, and sales
of storage system and
provision of related
o supporting service
MIBHRETERARD(E) T 1000000078 7C HESTN Rl HHE
“EE\FLATAR RS RIRGRERE
Tt
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27 SUBSIDIARIES (CONTINUED)

27 KMIBAT(E

Registered/
issued and
Place and date of fully paid  Percentage of equity attributable Principal Place of
Name incorporation share capital to the Company activities operation
it/ E&f L]
£ MR IBERAS RERRA EERERA IERHK Tenl
2020 2019
el B i
Stingray Technology (HK) Hong Kong HKS1 100 100 Sale of electronic Hong Kong
Company Limited 3 August 2018 components
BERTENEERAT Bk 18T HEE Tl Bk
“Z-\FN\R=H
Team Well Electronics Hong Kong HK$10,000 72 - Saleof electronic Hong Kong
Technology Ltd 1 May 2020 components
EEEFREARAT B 1000087 HEETRh B
“T_TFRA-H
Triumphal Raise Limited British Virgin Islands US$100 100 100 Investment Hong Kong
22 August 2018 holding
AZERAA EERES 1003 RELK Bk
I3
NAZ+ZH
Wise King Electronics Limited Hong Kong HKS1 100 100 Sale of electronic Hong Kong
23 November 2017 components
BRETARAA & 1T HEE T Bk
Ik i
+-A=t=H
AEFEREERAT The PRC HK$3,000,000 100 100 Technical development,  ThePRC
(Note 1) 15November 2018 sales of electronic
products, computer
hardware and software
and accessories
(Rf3t1) hE 30000007 BrEm SEREER E
“2-\% REfRIFEER
t-AE8 e
MIERETERAA The PRC HK$999:850 n 72 Inactive The PRC
(Note 1) 9July 2019
(KitzE1) hE 99985077 XK hE
“E-NELANA
Note: k3
1 The subsidiaries are registered as wholly-foreign-owned enterprises 1 ZEM B R RIREPEDAEAMA R
under the PRC law. INEEEREE -
& The English name is translated for identification purpose only. * B ETBERZ -

All the subsidiaries of the Company are limited liability companies.

RARFENBRARERBREER

Ejo
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27 SUBSIDIARIES (CONTINUED)

Details of non-wholly owned subsidiary that have material non-

controlling interests:

The table below shows details of non-wholly owned subsidiary of

the Group that has material non-controlling interests:

B~ B (A&

BAEERFERES 2 2 ENB AR
EACH

TRILEREAIHER S < A K E
FEEMBRRZFFIS

Place of Proportion of ownership
incorporation/ interests and voting rights held
Name of subsidiary operation by non-controlling interests
FERERFEZ
MEATEHE AL B BEERER R REELS
2020 2019
—E-BE —_T-NF
Ascent Way International Limited Hong Kong
("Ascent Way") 28% 28%
IREREIER AR A F ([ HRER]) EB

Year ended 31 December

BE+t-A=1T—BLFE

2020 2019
—B-EF —ZE-hnF
$'000 $'000
Fr Tt

Profit allocated to non-controlling Z IR E R 5 A
interests 6,219 8113
2020 2019
—_ 7 —= E'E == —j‘Lf‘E
$’000 $'000
T T

Accumulated non-controlling ZET IR

interests 24,492 21,221

Summarised financial information in respect of Ascent Way is set
out below. The summarised financial information below represents
amounts before intragroup eliminations.
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27 SUBSIDIARIES (CONTINUED) 27 MIBAT(4E)
Summarised statement of financial position of Ascent Way R 2 B AR R R E
2020 2019
—_ 7 —= ﬂE :EE_j-LEE
$’000 $'000
T Tt
Non-current assets ERENEE 1,335 1,432
Current assets MBEE 315,785 339,173
Current liabilities mEas (229,606) (264,764)
Net current assets MEVEEFE 86,179 74,409
Total assets less current liabilities BEERRBEE 87,514 75,841
Non-current liabilities ERBEE (41) (51)
Total equity BiER 87,473 75,790
Attributable to AT (Y
— the Group —REE 62,981 54,569
— non-controlling interests — JEPE R 24,492 21,221
87,473 75,790
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27 SUBSIDIARIES (CONTINUED)

27 KMIBAT(E

Summarised statement of profit or loss and other R ZEEREMEEAREREE
comprehensive income of Ascent Way
2020 2019
t o223 —E-NF
$'000 $'000
Fr FiT
Revenue Wea 767,033 1,147,001
Gross profit EH 45,241 54,347
Other income Efblg A 3,228 1,567
Expenses 53 (22,154) (21,187)
Profit before tax R A5 AT A 26,315 34,727
Income tax expense e i (4,102) (5,753)
Profit for the year F AN 22,213 28974
Profit and total comprehensive income  MA T (L& F| & 2 iz 48
attributable to: LR
~the Group — R&H 15,994 20,861
— non-controlling interests — JEPEARRE A 6,219 8,113
22,213 28974
Dividends paid to Data Star Inc,, S FIRRLZ B2 F)Data Star
parent company of Ascent Way Inc.Zf% & 10,530 21,060
Dividends paid by Data Star Inc. to Data Star Inc. 32 15 F 3E1EAR
non-controlling interests 2 BB 2,948 5,897
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27 SUBSIDIARIES (CONTINUED) 27 MIEBARGE
Summarised statement of cash flows of Ascent Way Rz RERERHNE
2020 2019
—BCFF —T-NF
$'000 $'000
Fx Tz
Net cash (outflow)/inflow from EFRESHORL) /HmARE
operating activities FEE (46,037) 66,585
Net cash outflow from investing REEER LIRS IFRE
activities (28,450) (1,978)
Net cash inflow/(outflow) from BMEEERA(RH)EE
financing activities FEE 23,363 (25,120)

Net (decrease)/increase in cash and BERBLZEEWORD),/

cash equivalents BONFEE (51,124) 39,487
Cash and cash equivalents at FHReRBASFEY
beginning of the year 99,160 59,673

Cash and cash equivalents at end of FRAERACEEY

the year 48,036 99,160
Financial support MR E
As at 31 December 2020 and 2019, the Company and AVT R-ZE_EFER-_E—-—HNE+=A
International Limited have issued financial guarantees to banks in =+—HB  ARREBEBVHEFHES
respect of banking facilities granted to Ascent Way. RN R BIREVER 2 RITRUE MERTT
R R
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28 RELATED PARTY TRANSACTIONS

In addition to the balances with related parties set out in the
consolidated statements of financial position and respective notes,
the Group had the following material transactions with related
parties during the year:

(@) Transactions with related parties

28 BERFRS
Mrar e ISR R A BT Pl 2 78
BN 0 REBRNFAEREE S E
TUTEARS :

(a) BELRZS

2020 2019
—ECRE —F-NF
$'000 $'000
Tt F7T
Mr. Lee Bing Kwong (note i) SRk s A (I EED
— Rental paid — BfEE 783 789
Nicegoal Limited (note i) Nicegoal Limited (Fff#Eii)
— Rental paid — BfEE 958 964
Notes: PisT

The rental expenses were based on the tenancy agreement
entered by the Group and Mr. Lee.

ii. Nicegoal Limited is controlled by Mr. Lee. The rental expenses
were based on the tenancy agreement entered by the Group
and Nicegoal Limited.

Rental paid to Mr. Lee and Nicegoal Limited were de minimis
continuing connected transactions exempt from shareholders’
approval, annual review and all disclosure requirements under
Chapter 14A of the Listing Rules.

At 31 December 2020 and 2019, the banking facilities of the
Group were secured by personal guarantee executed by Mr.
Pai. Details of which were set out in note 22.
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F o
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28

29

RELATED PARTY TRANSACTIONS (CONTINUED)
(b) Compensation of key management personnel and

28 BAELXREZ ()

(b) FEEEASKREIET R

related party REBEEETEABFHM(BIEM
Remuneration for key management personnel of the Group, T EE X TFTARARARIEEK
including the amounts paid to the Company’s directors as H)WAT
disclosed in note 9(a) is as follows:
2020 2019
S —FE—NF
$'000 $'000
T T
Short-term employee benefits EHES R 9,202 11,729
Contributions to defined R TCRRB AT B
contribution retirement benefits
scheme 105 200
9,307 11,929
CAPITAL RISK MANAGEMENT 29 EXRERERE

The Group manages its capital to ensure the entities in the Group
will be able to continue as a going concern while maximising the
return to shareholders through the optimisation of the debt and
equity balances. The overall strategy remains unchanged during the
Year.

The capital structure of the Group consists of equity attributable
to owners of the Company, comprising issued share capital and
reserves.

The management of the Group reviews the capital structure
periodically. The Group considers the cost of capital and risk
associated with each class of capital, and will balance its overall
capital structure through payment of dividends and raising of new
capital.

AEBEDEAR - ARBRAEEST
BRTHBELELET  AEREE
RIS - AR RS AEE -
Fr - AEENEEERETE -

REBNEARBEENRAEA AR
iR - BIED BITIRA N -

REEEERE T M EARE - K&
BEREEKARSHERNGHENA
% WSEBNRERESRHEARF
ETH B E AR -
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30 FINANCIAL INSTRUMENTS
(a) Categories of financial instruments

The carrying amounts of the financial assets and liabilities as at
the end of reporting period are as follows:

30 £2@TH
(a) EWMIEANSE
REREHRNEHREENBE
RIBREESESIT ¢

2020 2019
b —T-NF
$'000 $'000
T T
Financial assets SRMEE
Amortised cost: BRI -
Trade receivables 2 Z AR 499,348 485,861
Financial assets included in other 5T AE A fEULERIA -
receivables, deposits and e MENFIEZ
prepayments ERMEE 19,843 2,354
Bank balances and cash RITHEBREIES 95,039 211,809
614,230 700,024
Financial liabilities sEasE
Amortised cost: BRI -
Trade payables H ZEIRR 188,908 224,950
Financial liabilities included in S AR M EFRIE
other payables, accruals and EErERRERIZEE 2
deposit received cEAE 8,063 41,525
Lease liabilities HEBE 921 2,975
Bank borrowings RITEE 478,779 346,092
676,671 615,542
(b) Financial risk management objectives and policies (b) 2REREEBERBE
The Group's activities expose it to a variety of financial risks: N 65 B R B T % 0 B RS L B
market risk (including currency risk and interest rate risk), credit m iﬁﬂ (’E%fﬁgﬂ &ﬂfﬂ
risk and liquidity risk. The policies on how to mitigate these %)~ EERREKREE SRR

risks are described below. The management manages and
monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.
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30 FINANCIAL INSTRUMENTS (CONTINUED)

(b)

Financial risk management objectives and policies
(Continued)

(i)

Currency risk

The Group is exposed to foreign currency risk primarily
through sales and purchases that are denominated in
a currency other than the functional currency of the
operations to which they relate. The currency giving
rise to this risk is USD. The Group currently does not
have a foreign currency hedging policy with respect to
its foreign exchange exposure. However, management
monitors foreign exchange exposures and will consider
hedging significant foreign currency exposure should
the need arises.

The following table details the Group's exposure at the
end of reporting period to currency risk arising from
recognised assets or liabilities denominated in USD. For
presentation purpose, the amounts of the exposure are

30 €RMIA(E)
tREREEEERBEE)

(b)

(i

B ERE
ANER B = 2 A AAERE X A5 H)
W EE A BB GHER
35 E N PR M m R SN R
@ o B RBRNEE X
E $$lﬁkiﬁﬂi%
@ A BEEY SN S R
mﬁ BIE BRI
E@ﬁ*l%m BEEE
HmEASMNERKE

TMRFANAEER & RS H
R b R LA TR HE M 2
EREEXREMEENE
BER - R27B R - B

shown in HKD, translated using the spot rate at the end SREIILOETIR - AR
of reporting period. EHRMERRE
2020 2019
—E-FF —TNF
$’000 $'000
T T
Trade receivables Z 5 YRR 422,288 441,250
Financial assets included in other 5T AE A fEULFRIA -
receivables, deposits and Be RERAFIEZ
prepayments TREE 6,907 1,683
Bank balances and cash IRITEMREIES 75,619 189,018
Trade payables B SRR (135,421) (200,004)
Financial liabilities included in other 5t A Ath fFEFFRIE -
payables, accruals and deposit EtBRA KBRS
received ZEMaE (1,390) (35/492)
Bank borrowings, secured IRITHEE - AEA (430,232) (309,686)
Net exposure arising from EHREERABRBESE
recognised assets and liabilities 2[R\ SRR (62,229) 86,769
Foreign currency sensitivity analysis SNE IR Z T
The Group mainly exposes to foreign exchange AREBTFTEFMEEZ T BT
fluctuation of the currency of USD against the currency BINERBER - EER

of HKD. The Directors consider that the Group’s exposure
to USD does not give rise to significant foreign currency
risk on the ground that HKD is pegged to USD. Therefore,
no sensitivity analysis of USD against the functional
currency of the respective group entity is disclosed.

o ERNETEE T
AEEHKETRARTE
%ﬁ%ékﬁl\\iﬂﬁﬂ ° B
BERBEXTASEEER
DEEES CHRED *ﬁ °
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30 FINANCIAL INSTRUMENTS (CONTINUED)

(b)

Financial risk management objectives and policies
(Continued)

(ii)

Interest rate risk

The Group's exposure to cash flow interest rate risk arises
primarily from its variable-rate bank deposits and bank
borrowings.

The Group currently does not have any interest rate
hedging policy. However, the management monitors
the Group's exposure to interest rate risk on an ongoing
basis and will consider hedging interest rate risk should
the need arises.

Interest rate sensitivity analysis

The sensitivity analysis below has been prepared based
on the exposure to interest rates for the Group's variable-
rate bank deposits and bank borrowings at the end of
reporting period. The analysis is prepared assuming the
amount of these assets and liabilities outstanding at
the end of reporting period were outstanding for the
whole period. A 100 basis points increase or decrease
in interest rates is used when reporting interest rate risk
internally to key management personnel and represents
management’s assessment of the reasonably possible
change in interest rates. The analysis has been performed
on the same basis for 2019.

At the end of the reporting period, if interest rates
had been 100 basis points (2019: 100 basis points)
higher/lower in respect of the Group's variable rate
bank deposits and bank borrowings, with all other
variables held constant, there would decrease/increase
the Group’s post-tax profit and equity in 2020 by
approximately HK$3,660,000 (2019: HK$1,792,000).
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(b)

(i)

= @b

AEBEZ ZIREREF R
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RNERITEE

$%Eﬁﬁﬁﬁ&ﬁﬂ+ﬁ

R e EBEE h
%%$$%lﬂfﬂ
N Hv%ﬁﬁ/ﬁlﬂﬂfﬂ
FIRGRZ 5T

AT SR E D AT Ty IR AR SR &
HIRANER B 2% B RITIT

&ﬁﬁﬁf%%ﬁﬁ’%ﬂ’]ﬂfﬂ
BRAmE o RRED TR
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Koo FE EFKT F81001E
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REREBHNEASEEE
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30 FINANCIAL INSTRUMENTS (CONTINUED)

(BRIEZHFHD - LETIT)

30 $RITA(E)

(b) Financial risk management objectives and policies (b) RIAREEBEZRBER(E)
(Continued)
(iii) Credit risk (iii) FERERE
The Group's credit risk is primarily attributable to trade rEEEERBEER @ =
receivables, loans receivable, other receivables and bank 2 R K }EWTM
deposits. As at 31 December 2020 and 2019, the Group's it & YL 5K IB K SR 1T 17 5K

maximum exposure to credit risk which will cause a
financial loss to the Group due to failure to discharge an
obligation by the counterparties is the carrying amounts
of the respective recognised financial assets as stated in
the consolidated statements of financial position without
taking account of any factoring that do not qualify for
derecognition in the consolidated financial statements.
As at 31 December 2020, trade receivables amounting
to HK$227,690,000 (2019: HK$253,688,000) has been
transferred to financial institutions under factoring

agreements.

Trade receivables

In respect of trade receivables, the Group has a credit
policy in place and will perform credit evaluations on all
customers requiring credit over a certain amount. Certain
trade receivable balances on open account terms are
covered by customers' letters of credit or are factored to

external financial institutions.

In order to minimise the credit risk, the Group reviews
the recoverable amount of each individual trade
debt regularly to ensure that adequate allowance for
impairment losses are made for irrecoverable amounts.
In addition, the Group performs impairment assessment
under expected credit loss model upon application
of HKFRS 9 on trade receivables. In this regard, the
management of the Group considers that the Group's

credit risk is significantly reduced.

The Group measures loss allowances for trade
receivables based on lifetime expected credit losses,
which is calculated using a provision matrix. As the
Group'’s historical credit loss experience does not
indicate significantly different loss patterns for different
customer segments, the loss allowance based on past
due status is not further distinguished between the

Group's different customer bases.
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30 FINANCIAL INSTRUMENTS (CONTINUED)

(b)

Financial risk management objectives and policies
(Continued)

(i)

Credit risk (Continued)
Trade receivables (Continued)

As at 31 December 2020, allowance for impairment of
HK$30,956,000 (2019: HK$12,175,000) was recognised in
respect of trade receivables. The following table provides

30 €RMIA(E)

(b)

TREREERERBER(E)

(iii) FE @R

B S EWBR (&)

F:;:"¢+—H_+—
" A 5 R UK BR IR R R

@%ﬁw%ww%mhq

information about the Group's exposure to credit risk — L 1 12,1750008 70) °
and expected credit losses for trade receivables: TR EAREErEER
EERR R E ZRKERRE
,Hm:i‘f)?iﬂé HEF :
2020 2019
—% —gﬁ :g*jlﬁ
Gross  Allowance Gross  Allowance
Expected carrying for Expected carrying for
loss rate amount impairment loss rate amount  impairment
BHEEE  RAEAE AERE | BHEEX  RALE  OAERA
$'000 $'000 §000 §000
r r T T
Current (not past due) AIER (R 0.03% 288,704 90 0% 287032 -
0to 3 months past due BEHE3MEA 195% 170,513 3318 030% 154950 464
410 12 months past due BHAENMEA 7.05% 27,11 1,958 29% 11420 34
Morethan 1yearpastdue  BIEHI4M L 59.08% 43316 25,590 2547% 44,634 11,369
530,304 30,956 498,036 12175

Expected loss rates are based on actual loss experience
over the past 3 years. These rates are adjusted to reflect
differences between economic conditions during the
period over which the historic data has been collected,
current conditions and the Group's view of economic
conditions over the expected lives of the receivables.

Increase in expected loss rate resulted in an increase in
allowance for impairment.

The Group has concentration of credit risk as the
Group’s largest trade debtor accounted for 12% of its
total trade receivables as at 31 December 2020 (2019:
21%). In addition, the Group's top five major customers
accounted for 39% of its total trade receivables as at 31
December 2020 (2019: 44%).
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(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

30 FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (b)

(Continued)
(iii) Credit risk (Continued)

30 €RMIA(E)

(iiiy EER(E)

TREMREERRERBER(E)

Loans receivable

In respect of loans receivable from customers and
potential suppliers, the Group manages and analyses
the credit risk for each of its debtors before payment
terms and conditions are concluded by assessing the
credit qualities of the debtors, taking into account its
financial position, past settlement experience, collateral
held and other factors. Loans receivable balances are
monitored on an ongoing basis, management reviews
the loans receivable at each reporting date to ensure
that adequate impairment allowance is made. In this
regard, management considers that the Group’s credit
risk is significantly reduced.

An analysis of changes in the gross amount of loans

receivable is as follows:

EWEFL

HREWER MEERER
MER - AEBEBENEE
BANGEEER  WEEH
MBARR - BENEEL
B IRAMEMRREMD
AZ= - FEREE S BIR  A5
FREE RIS EH AN
EERR - FHEERENRE
niEeR  EREESHmEH
ERER B e W B A RERR A 2
RYVBERHE - RS
EEERSAKENEER
AR =) o

T

Lifetime Lifetime
expected expected
12-month credit loss - credit loss -
expected not credit credit
credit loss impaired impaired
(stage 1) (stage 2) (stage 3) Total
2 HEH 2HRES
1218 A FEEB- FEEE-
BHEEER  FEERE FERE
(FE1RERR) (S2RERR) (SE3MER) st
$'000 $'000 $'000 §'000
Tr Tr T Tr
Balance at 1 January 2019 R-E-NF
—RA—Rmke 2277 - - 2277
Loan repayment EEER (1,586) = » (1,586)
Exchange relignment 5 AR (20) - - (20)
Balance at 31 December 2019  MZTE—N4
+=A=+—H
H&E e 671 - = 671
Balance at 1 January 2020 RZZ_TF—-H—H
HY#EER 671 - - 671
New loans HER 6,284 - - 6,284
Transferto stage 2and stage3 ~ BEEFIRBE R
F3MEER (3,055) 2,384 671 £
Exchange realignment [EH - s 44 44
Balance at 31 December2020 ~ M-T T4
+=—A=+—8#f
FEER 3,900 2,384 715 6,999
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30 FINANCIAL INSTRUMENTS (CONTINUED)

(BRIEZHFH - LETIT)

30 £RITA(E)

(b) Financial risk management objectives and policies (b) eEEREEBERBEKE)
(Continued)
(iii) Credit risk (Continued) (iii) SERk(E)
Loans receivable (Continued) JEWE S (4)
An analysis of changes in the expected credit loss RHEEEBEREESH N
allowance is as follows: W
Lifetime Lifetime
expected expected
12-month credit loss - credit loss -
expected not credit credit
credit loss impaired impaired
(stage 1) (stage 2) (stage 3) Total
2HES 2 HEH
12{88 FEEB- FEESE -
BHGERE FEEHE EERE
(B1/EE) ($2[8) (SE3MER) st
$'000 $'000 $'000 $'000
T T T T
Balance at 1 January 2019, RZE—NF
31 December 2019 and —A—A-
1 January 2020 —T-NF
TZA=+—Ak
—2_2%-H-H
4 e - - - -
Change in loss allowance: BREEELE)
~ Transfer from 12-month -mREREHEES
ECL to lifetime ECL BERE2HEY
(not credit-impaired) and EEBBGHEE
lifetime ECL (credit impaired) RE) Rk 2 HE
FEBBR(EER
&) - 675 675 1,350
Exchange realignment P& 5 AR = 40 40 80
Balance at 31 December2020  RM-T T4
1= ﬂf‘|‘ A
SEEA - 715 715 1,430
Other receivables B fENE
For other receivables, the Group measures impairment HREMBEWRFIE - AEE
for other receivables (including refundable deposit for ﬁﬁ“ﬂlﬂﬁﬁﬂﬁfﬂ@ﬂﬁﬁ
proposed acquisition) based on 12-month expected iﬁﬁi‘ﬁﬁmugﬁﬁﬁu‘fgﬁ@
credit loss or lifetime expected loss, depending on JE YR IERE (B FE 15 1451
whether there has been a significant increase in BEEMNAIRERS) -
credit risk since initial recognition. The directors of the VIN= ?ﬂﬁ‘*ﬁﬁﬂl%}i%%\lﬂ
Company make individual assessment on the impairment F,A%E?E%iﬂ& PAN/NI
of other receivables based on historical settlement ERBEESEE R BE
records, historical default experience, past due status B - B ARBEAR

of the debtors and forward looking information that
is available without undue cost or effort. The directors
of the Company consider that there are no significant
increase in credit risk of these financial assets since initial
recognition. For the years ended 31 December 2020
and 2019, the Group assessed the expected credit loss
for other receivables was insignificant and thus no loss
allowance was recognised.
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(Expressed in Hong Kong dollars unless otherwise indicated)

30 FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies
(Continued)

(iii)

(iv)

Credit risk (Continued)
Bank deposits

The credit risk for liquid funds is limited because such
amounts are placed with various banks with good credit
ratings. The Group is exposed to concentration of credit
risk on liquid funds which are deposited with several
banks with high credit ratings.

Further quantitative disclosures in respect of the Group’s
exposure to credit risk arising from trade receivables
and loans receivables are set out in notes 17 and 18
respectively.

Liquidity risk

The Group's liquidity position is monitored closely by the
management of the Group. In the management of the
liquidity risk, the Group monitors and maintains a level
of cash and cash equivalents deemed adequate by the
management to finance the Group’s operations and to
meet its liquidity requirements in the short and longer
term.

During the reporting period, the Group financed its
working capital requirements principally by funds
generated from operations and bank borrowings.

The following table details the Group’s contractual
maturities at the end of reporting period for its financial
liabilities. The table has been drawn up based on
undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required to
pay. The table includes both interest and principal cash
flows.

(BRIEZHFHD - LETIT)

30 $RITA(E)

TREMREERRERBER(E)

(iii)

(iv)

EERM (&)

RITIEA

MBS EERRER -
REAZENBHFERZHE
EETRREMRT - A%
Ifﬁﬁyﬂﬁm%ﬂfm
E’]fEfTE’]/AL@Jﬁi@_ﬁ
o

EBRAEEREE S EKRIRR

FEWE R mAEREERR

R — *g%ﬁﬁﬁﬂﬁﬁ
MizE173218 ©

RBESER
NEBZEREBEEY)ER
K%EZﬁQﬁﬁﬁﬁoE

EERBESARSE - KN
E@?T&%F“ﬁﬁﬁﬁ
frRZEE MRS SEYK

¥ UAAAKE 2 EERE
Kom e KR B R R B R
BESHLK -

RmEHE - AEEX RS
BEBELNE S MRITE
EneHEEEESH K -

TREFMAEBRIRE KR
TRBEZELHINESH
TEROBESREBE 2 KA
BRERE  WAKRE @/A
N EFEHRELER
&l o RNBEMNEREER

A ea
SraI==Eey

ANNUAL REPORT 202053 169



Notes to the Consolidated Financial Statements
r A SRR M

(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TR )

30 FINANCIAL INSTRUMENTS (CONTINUED)

(b)

30 €RMIA(E)

Financial risk management objectives and policies (b) SEEREEBERBEEKE)
(Continued)
(iv) Liquidity risk (Continued) (iv) REESLRMR(E)
Repayable on Total
demand or More than  undiscounted Carrying
within 1 year 1year cash flows amount
BARERY AERRSE
R—FREE BA-F mERE EEE
$'000 $'000 $'000 $'000
Tr Tr T T
As at 31 December 2020 R-B-%F
+ZA=+-H
Trade payables BHRITER 188,908 - 188,908 188,908
Financial liabilities included in 5t A A FEAZUA -
other payables, accruals and A ERARD YRS
deposits received ZEMAR 8,063 - 8,063 8,063
Leases liabilities HERRE 936 - 936 921
Bank borrowings (note 1) RITEE () 478,779 - 478,779 478,779
676,686 - 676,686 676,671
Repayable on Total
demand or Morethan  undiscounted Carrying
within 1 year 1 year cash flows amount
RRBERY, AEBRBHE
R—FRER BE—F MERE FEE
$'000 $'000 $'000 §'000
T T T T
As at 31 December 2019 R-B-1F
+=A=t+-H
Trade payables B ERERR 224,950 - 224,950 224,950
Financial liabilities included in &t AE A ERZUE »
other payables, accruals and st &R R ENES
deposits received ZERMEE 41525 - 41525 41525
Leases liabilities HEaE 2257 813 3070 2975
Bank borrowings (note 1) RITEE () 346,092 - 346,092 346,092
614,824 813 615,637 615,542
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(Expressed in Hong Kong dollars unless otherwise indicated)  (BrFE5 B BH » LB TSR )

30 FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies

(Continued)
(iv) Liquidity risk (Continued)

Note 1:

Borrowings with a repayment on demand clause are included
in the "Repayable on demand or within 1 year” time band in the
above maturity analysis. As at 31 December 2020, the aggregate
undiscounted principal amount of these borrowings amounted
to HK$315,571,000 (2019: HK$201,554,000). Taking into account
the Group's financial position, the Directors do not believe that
it is probable that the banks will exercise their discretionary
rights to demand immediate repayment. The Directors believe
that such bank loans will be repaid in accordance with the
scheduled repayment dates set out in the loan agreements.

In accordance with the terms of the loans which contain
a repayment on demand clause, the maturity profile of
these loans as at the end of reporting period, based on the
contractual undiscounted payment according to the scheduled
repayment dates, is as follows:

30 €RMIA(E)

(b) THEREEAERBIEKGE)

(iv) REBESRRRGE)
BiRET -

R EREIEA ST A ERE
SKEBEFNEESAIBRE
Xi# FRNEEIRE - R
—E-FF+-_A=+—8"

ZEBEMNRGRASHEES
315,571,000/ L (ZF — L4 -
201,554,000/ 70 ) ° & &t R AE
BHBEAR  BERA B
TRRAITFEENBEREK
BNFIEF - EERA - L5
TERSREBEERIBHHTE
EERBHEE -

REMBERERKEBEGINE
RIEH - ZEEFRBERR
M BIERE R (R A MR
FRBFREERAIWT

Within 1 year 1to 5years Over 5 years Total
—£R -Z1f BBRF @t
§'000 §'000 $'000 §'000
T 7T T T

As at 31 December 2020 RZZZTF
+-A=+—H 303,528 7,673 6,302 317,503

As at 31 December 2019 RIZ-NF
+-A=+—H 186,985 9522 8,188 204,695

(c) Fair value of financial instruments

The management of the Group considers that the carrying
amounts of the Group's financial assets and financial liabilities
as reflected in the consolidated statements of financial position

approximate their respective fair values.

31 CONTINGENT LIABILITIES

31

As at 31 December 2020 and 2019, the Group did not have any

material contingent liabilities.

() &BMIAATE

AEEEEERR  REEMH
RS R A S BRE AN SR B & B A B

AEmBEMNERERESEA AT
BHR% -

HAREE
RZEBE_EFR_ZT-—NF+=A
=+—8 AEETETANEARARE

& o
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32 NOTES TO THE CONSOLIDATED STATEMENTOFCASH 32 SRERE&KERME

FLOWS
Reconciliation of liabilities arising from financing activities RETEELEBENEHER
Bank Lease
borrowings liabilities Total
RITEE HEBE #E
$'000 $'000 $'000
Fi Fit Fr
Balance at 1 January 2019 RZZE—NF
—A—Bri&sk 391,268 - 391,268
Changes from financing activities: B & E BRI EE) -
New bank instalment loans raised ~ ¥TEERIRTTH BIEK 1,663 = 1,663
Repayment of bank instalment EERITHOHER
loans (9,673) - (9,673)
Net decrease in factoring loans REEFR A FEE (61,415) - (61,415)
Net increase in other bank EMIRITIEEIE NFEE
borrowings 24,249 = 24,249
Interests on bank borrowings EIRITEEF S
paid (7,019) - (7,019)
Capital element of lease rentals ENHEERSERTS
paid - (1359) (1359)
Interest element of lease rentals ~ EfFHEER & EZH
paid - (102) (102)
Total changes from financing BEEBNE AR
activities (52,195) (1,461) (53,656)
Other changes: Ay %
Increase in lease liabilities from FREIHEEEERD
entering into new leases during A& & &1 N
the year - 4,334% 4,334
Finance costs charged to profitor R8N HIELE R A
loss (note 7) (MI3%7) 7,019 102 7,121
Total other changes Hi S BhEE 7,019 4,436 11,455
Balance at 31 December 2019 RZE—NF
+ZA=+—Hi&EHR 346,092 2975 349,067
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32 NOTES TO THE CONSOLIDATED STATEMENTOFCASH 32 SRARE&KRERMT(E)

FLOWS (CONTINUED)

Reconciliation of liabilities arising from financing activities

(Continued)

RMETHAELEENHR(E)

Bank Lease
borrowings liabilities Total
BITEE HEAE #at
$'000 $'000 $'000
Firx T T
Balance at 1 January 2020 RIZEZZTF
— B —HB& 346,092 2,975 349,067
Changes from financing activities: — FL& Z BB E) :
Repayment of bank instalment Eiﬁﬁﬁﬁﬁ%ﬁg\%\
loans (2,833) = (2,833)
Net increase in factoring loans REBEFIEINFEE 18,670 - 18,670
Net increase in other bank HipRITEEIGINFE
borrowings 116,850 - 116,850
Interests on bank borrowings ERITEEFR S
paid (6,551) = (6,551)
Capital element of lease rentals BENEERESEARILY
paid = (2,098) (2,098)
Interest element of lease rentals B FHER & F 835
paid - (84) (84)
Total changes from financing BEEENEBE
activities 126,136 (2,182) 123,954
Other changes: Eih &g -
Finance costs charged to profitor R IBzSFER HI R E R AR
loss (note 7) (B3E7) 6,551 84 6,635
Exchange realignment ME 5 SR B - 44 44
Total other changes H i E)4asn 6,551 128 6,679
Balance at 31 December 2020 N_T_ZTF
+ A=1t—HBm&Hk 478,779 921 479,700

* Non-cash transactions

o ERERS
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33 STATEMENTS OF FINANCIAL POSITION AND RESERVES 33 7 RMIBI AR = K

OF THE COMPANY
2020 2019
—_ 7 —= qE = _j—l.rf'z
$’000 $'000
T Tt
Non-current assets FRBEE
Investment in subsidiaries RIB AR MRE 8,090 6,679
Totalnon-currentassets dnEAERE | goso | 6679
Current assets REEE
Amounts due from subsidiaries JrE LA Bf B8 A R FR0E 122,644 126,208
Prepayments J—‘EH,T)\IE 230 260
Bank balances RITHERR 168 71
Total currentassets mEAERE | 123042 126,539
Current liabilities REBaE
Other payables, accruals ﬁﬁﬂrﬁcﬁ%\lﬁ VEE+§?H 8,947 7,462
Amounts due to subsidiaries RN EVNGIE e 13,452 11,224
Total current liabilites negeEes | 22399 | 18,686
Net current assets REEESFE 100,643 107,853
NET ASSETS EEFH 108,733 114,532
CAPITAL AND RESERVES BARR#E
Share capital &% 10,000 10,000
Reserves Ei 98,733 104,532
TOTAL EQUITY e 108,733 114,532
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33 STATEMENTS OF FINANCIAL POSITION AND RESERVES 33 ZAATNEBBRRAREFEE(E)
OF THE COMPANY (CONTINUED)

Movement in the Company’s issued capital and reserve ERARNERITREAR EEEE
(Accumulated
losses)/
Share Share retained
capital premium earning Total
(REtEER)
N B 43355 18 REZEF Mt
$'000 $'000 $'000 $'000
Fr Fr Fr Fr
At 1 January 2019 RZE—NF—H—H 10,000 103,944 13,438 127,382
Loss for the year FREE - - (6,850) (6,850)
Dividend paid BERRE - - (6,000) (6,000)
At 31 December 2019 RZZT—NF
+—A=+—H 10,000 103,944 588 114,532
At 1 January 2020 i e
—HA—H 10,000 103,944 588 114,532
Loss for the year FAEE - - (5,799) (5,799)
At 31 December 2020 RZTZTF
T=ZA=1+—H 10,000 103,944 (5,211) 108,733
34 COMPARATIVE FIGURES 34 LEEBHF
Certain of the comparative figures have been restated because the FEB WM 20 FTF EﬁZ'ﬁ""‘ HE T
Group changes the method of accounting for leasehold land and MEFHETZRERE B THERET
buildings as set out in note 2(c). E&E -
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Five-year Financial Summary

OFMBHEE

(Expressed in Hong Kong dollars unless otherwise indicated) (B =B &%885 + LA ETTHTR)

A summary of the results and of the assets, liabilities and non-controlling
interests of the Group for the last five financial years is set out below.

RBEREMRFENAEBRENRE

E - BELRIHEREDOBEHIIMT

RESULTS 4
2020 2019 2018 2017 2016
“ECEERE | ZBE-hEF —E-N\FE —ET—+F —T—RF
$'000 $'000 $'000 $000 $'000
Fr FIT FIT Fit Fit
Revenue e 1,756,038 1,936,844 3,717,611 2,840,308 1,702,322
Profit/(loss) before tax BRADREF (Big) 1,771 (8,249) 42380 58,009 53,817
Tax G (1,650) (863) (9,098) (12,642) (8,982)
Profit/(loss) for the year FRmF,/ (EE) 121 (9112) 33,282 45,367 44,835
Attributable to: AT ALREL :
— Owners of the Company SAYNCIE 2PN (5,115) (16,985) 22614 34,986 39,741
- Non-controlling interests — IEIE AR 5,236 7873 10,668 10,381 5,094
121 9,112) 33,282 45367 44,835
ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS BE  BERFERER
2020 2019 2018 2017 2016
TECZEF | ZE-hEF T NFE —T—+F ZT—RF
$'000 $'000 $'000 $'000 $'000
Fr FIT FIT Tt Tt
(Restated)
(&==71))
Total assets BEME 1,028,529 949,354 962,408 1,081,440 600,026
Total liabilities EBERE (707,035) (629,642) (632,676) (881,106) (447,859)
Non-controlling interests JEPRRR (28,080) (25,840) (23,866) (15,382) (5,094)
Equity attributable to the Z/NGIEZ 2N
owners of the Company e R 293,414 293,872 305,866 184,952 147,073

176 APEX ACE HOLDING LIMITED BB RHZIZRE A R A 7]




Glossary

AR}

AGM
BRBEFRE

Annual Report

4

Articles of Association

M EIEAR

Audit Committee

EZLREg

AVT
SR

Best Sheen
(ED:=

Board
EoE 4

Board Diversity Policy
EXeXEBZITEEER

Boardroom
EiEfE

CEO
TTBRABEK

CG Code
EERSTAI

Chairman

B

Company
/N

Company Secretary
NEIME

Controlling Shareholder(s)
PERRARER

CODM
FEBEEREE

COVID-19
COVID-19

annual general meeting of the Company

AR RREAT AR

annual report for the financial year ended 31 December 2020

BE T _TF+ -_A=1—RHIFRFEZFR

articles of association of the Company

RAREBERAR

audit committee of the Board

EFeE%ZBe

AVT International Limited, a subsidiary of the Company
BBV ERFEEARDR - RARAIMEAF

Best Sheen Limited
EEBRAR]

the board of directors of the Company
ARRMEES

board diversity policy of the Company
ARMEZEXEZTTIEHR
Boardroom Corporate Services (HK) Limited

BRECERE(EE)BRAT

chief executive officer of the Company

ZA/NCIEYE €t

Corporate Governance Code as contained in Appendix 14 to the Listing Rules

E AR BB ER PO PrE R R E A T Al

Chairman of the Board
EEEER

Apex Ace Holding Limited
REREIERBR AT

company secretary of the Company

KRR ARWE
controlling shareholder(s) (has the meaning ascribed thereto in the Listing Rules)

of the Company
RRABIERARR (BB LR Bl T & AR )

chief operating decision maker
FELERRE

Coronavirus disease of 2019

20197 AR =R TR
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RAISR

Director(s)

=

Dividend Policy
IREBIR

Dr. Chow
BpEE A

ESG
B HERER

ESG Report
RE - HENEARWME

ESG Reporting Guide
RIR - g hEaREREs

ESG Working Group
RIR - g MER®RE T/ E

GHG

No g
/méﬁﬁﬁ

Global Offering
BIREE

Group
REE

HKD/HKS
BT

HKSAs
BAE LA

Independent Auditor
B BRED

INED(s)
BN ERITES

T
AP

Law
P
Listing

=il

directors of the Company

ZAUNSTE =2

dividend policy of the Company
ZNUNCILESN1Z 6

Dr. Chow Terence
PPEIHEE

Environmental, Social and Governance
RE (e kER

ESG report
RE - e RERWRE

ESG reporting Guide
BRI g RERmEES

ESG working group
BRI - e REARE TIF) A

Greenhouse Gas
L

global offering of ordinary Shares
DB ELRR

Company and its subsidiaries

AREREWMBAF

Hong Kong dollars
BIT

Hong Kong Standards on Auditing
HBET LR

independent auditor of the Company

EA/NSIEAVR - Gl

independent non-executive Directors

BIFNTES

Information technology

BB

Companies Law, Cap. 22 (Law of 1961, as consolidated and revised) of the Cayman
Islands

FREHRBENERAE(—NARN—FER - KRS REFT)

The issued shares of the Company were initially listed on the Main Board of the
Stock Exchange

RABDBETRMDPERAERER LT
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AR}

Listing Date
R

Listing Rules
EmAA

Memorandum and Articles

el
Model Code
2 S E]

Mr. CH Lee
RS E

Mr. Cheung
BRI

Mr. Ho
A5

Mr. Lee
oA

Mr. Lo
EiHE

Mr. Yim
BREE
Ms. Leung
Rt

Ms. Lo
ExL

NCTOR
REZEGREDE

Nicegoal Investments

EBRE

Nomination Committee

REZE®

Nomination Policy

RRABUR

PRC
=

16 March 2018
—Z=—N\F=A+xH

Rules Governing the Listing of Securities on the Stock Exchange

B3 P LR Rl

memorandum and articles of association of the Company

7R RIS R AR R AR

Model Code for Securities Transactions by Directors of Listed Issuers as set out in

Appendix 10 to the Listing Rules

EARAIMER T FTE L ETTABRETERR HHEESTR

Mr. Lee Chak Hol
BN E

Mr. Cheung Siu Kui
SR/NERSEAE

Mr. Ho Yuen Tung
EREE

Mr. Lee Bing Kwong
FRIKE

Mr. Lo Yuen Kin
BT A E

Mr. Yim Kwok Man
BB Rt

Ms. Leung Yuen Ting
RIS 22+

Ms. Lo Yuen Lai
ETE LT

terms of reference of the Nomination Committee

REZESRERE

Nicegoal Investments Limited

EBIREARAR

nomination committee of the Board

EEeRELEE

nomination policy of the Company

ZAY/NSIEZNE6 N

People’s Republic of China
i A RHAE
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RAISR

Prospectus prospectus of the Company dated 28 February 2018

HBlRER AABIRBMA—S-N\F_A-TN\BZEBRKRERER

Remuneration Committee remuneration committee of the Board

¥E8e EZgFMEES

Restricted Share Award Scheme restricted share award scheme adopted by the Board on 30 August 2019

PR A {7 B2 =1 2 EFeR 2 -NFN\A=TBHEAZR MR =R 2l

RMB Renminbi

AR AR

ROC Republic of China (Taiwan)

PR A& hERE(RE

SFO Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)

&5 NS 5D BEEDIESNEEF KRB EA

Share(s) Company's issued ordinary shares of HK$0.01 each

A A7 RNARFREECOIETTZ EBITERR

Share Option Scheme share option scheme adopted by the Company on 15 February 2018

RS RABRZE—N\FZA+H AN BREST S

Shareholders shareholders of the Company

AR ZAN/N i8S

Stock Exchange The Stock Exchange of Hong Kong Limited

B 52 PT EBMARIMBRAT]

Subsidiaries all or certain subsidiaries of the Company (as the case may be)

L= YNS) RRRPASETHEARGRIERME)

Substantial Shareholder(s) substantial shareholder(s) (having the meaning ascribed thereto in the Listing
Rules) of the Company

FERRK ARABIEERR(BF EHARRE T ZANEE)

TWD New Taiwan dollar

etk etk

USD/USS United States dollars

ETT e

Year/Reporting Period financial year ended 31 December 2020

REE /R HRE BE_Z_TF+_A=1+—RHILVERFE

Year 2019 financial year ended 31 December 2019

—T-NEFE HE_Z-NFT+-A=T—HILUWBFE

% per cent

% At
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