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Financial Highlights
B RE

Percentage
Year ended 30 June Change
BERA=THLEE BALL2E
2021 2020 Y%
HK$'000 HK$'000
TiH7R T
Revenue WA 86,601 53,789 61.0
Gross Profit EH 18,683 17,127 9.1
Loss for the year EREE (11,798) (28,204) (58.2)
Total Assets BEE 48,611 54,937 (11.5)
Total Equity oy 7,271 19,095 (61.9)
Key Financial Ratios TEHKLE
Gross profit margin EHX 21.6% 31.8%
Net profit margin = N/ATER N/AT 3
Return on equity EREF N/ATER N/ATE
Return on total assets BEEDR® N/AT 3 F N/A i
Current ratio BN X 0.90 1.47
Quick ratio R K 0.71 1.13
Gearing ratio BEABLE 0.83 N/AT A
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Chairman’s Statement
FERE

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of
CROSSTEC Group Holdings Limited (the “Company” or “Crosstec”), | am
pleased to present the annual report of the Company together with its
subsidiaries (the “Group”) for the year ended 30 June 2021 (the “Year”).

Review

For the year ended 30 June 2021, the revenue and gross profit of the Group
were approximately HK$86.6 million and approximately HK$18.7 million
respectively, representing an increase of approximately 61.0% and 9.1%
respectively over the prior year. The Group recorded a decrease in loss to
approximately HK$11.8 million for the Year as compared to a net loss of
approximately HK$28.2 million for the prior year.

In view of the ongoing Coronavirus Disease 2019 (“COVID-19") pandemic
keeps leading to the suspension or delay of overseas business activities
of Asia, the United States (“US”), Middle East, United Kingdom and other
European countries which adversely affected the Group’s overseas business,
the management has decided to put huge resources and emphasizes on
developing the local business in the market of the People’s Republic of
China (the “PRC” or “China”) (including Hong Kong and Macau) during
the Year (2021: revenue of approximately HK$74.7 million; 2020: revenue
of approximately HK$31.5 million). The result is positive which led to a
significant improvement on the financial performance.

Prospects

Indeed, it is on the right track of the gradual recovery from the COVID-19
pandemic upon the available of the vaccines and other effective epidemic
prevention measures. The Group is putting more effort to resume the overseas
business as well as strengthen the competitive advantage of the local business.
The management will continue to monitor the development of the COVID-19
pandemic and its impact on the operations and results of the Group, if any.
The Company will also keep its shareholders (the “Shareholders”) updated and
informed by way of announcement(s) as and when appropriate.

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

Regarding the core business, upon the establishment and expansion of
business to the luxury hotel market over the years, the Company has gained
rich experience and connections in this field all over the world. Up to the date
of this report, several large projects in relation to the provision of millworks
and interior solutions services to the hotels of a top-tier luxury hotel group all
over the world have been awarded. Based on the high qualities of products
and services provided by the Group, the management is confident that a
long-term business relationship will be built up and more similar projects are
coming in the near future.
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Chairman’s Statement

As stated above, geographically speaking, the Group has dedicated to putting
more resources and efforts on exploring the business opportunities in relation
to the interior solutions projects in the market of the PRC in cooperation with
certain business partners who are well-stablished in such market. The result is
very positive and more promising projects are under the negotiations which
are in satisfactory progress.

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

Also, in order to broaden the income sources, the Company has been
exploring business opportunities in a form of strategic co-operation alliance of
online game business with independent third parties that principally engage
in online game development, operation and distribution. The management
are confident that such a move is creating strong values to the stakeholders of
the Group. Up to the date of this report, no terms have been finalized and no
formal agreement has been signed relating to the said business opportunities.
The Company will keep the Shareholders updated and informed by way of
announcement(s) as and when appropriate.

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

Appreciation

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

Lee Wai Sang
Chairman

Hong Kong, 27 September 2021
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Profile of Directors and Senior Management

EEKEREEERE

DIRECTORS

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

Name Age Position
e Fie Bz

EE

EZeRRALAESMAN  BRNAHTESR=2%
UFATES - TREJINAFHRABEZ A TER

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

Executive Director and Project Director (Business Development)

Mr. Lee Wai Sang 57

FRELE 57 IR TRRERATES

Mr. Lau King Lok 56

€S 565 BRMBAE WITEERAANE

Mr. Leung Pak Yin 47

REALE 47 BOESRREAE (RBER)

Ms. Leung Mo Shan Jackie 54 Executive Director and Executive Assistant
REMLL 545 HITEEROTHSE

Mr. So Chi Hang 55 Independent Non-executive Director
BEERE 555, BUGFMTESR

Mr. Heng Ching Kuen Franklin 56 Independent Non-executive Director
eI 5t 55%  BUGFMITES

Mr. Shing Wai Yip 53 Independent Non-executive Director
REZELE 535 BUFHTEER

EXECUTIVE DIRECTORS

Mr. Lee Wai Sang (Z{2%) (“Mr. Lee”), aged 57, is one of the founders of the
Group and has been appointed as the chairman of the Board (the “Chairman”),
chief executive officer of the Company (the “Chief Executive Officer”) and
an executive Director since 18 March 2016. He is also the chairman of the
nomination committee of the Company (the “Nomination Committee”) and a
member of the remuneration committee of the Company (the “Remuneration
Committee”). In addition, he serves as an authorised representative of the
Company pursuant to Rule 3.05 of the Listing Rules and director of several
subsidiaries of the Company. Mr. Lee is responsible for managing the overall
business operations and strategic planning of the Group. He has over 30 years
of experience in the interior design industry. Prior to establishing the Group
in 1999, from 1997 to 1999, Mr. Lee was the director of Cross Design Limited
where he was responsible for overseeing the interior design work streams and
overall operations of the company. From 1992 to 1994, Mr. Lee served as a
senior interior designer of Bowden Dewar McFadzean Limited, responsible for
the interior design of office premises. Between 1989 and 1991, he was as an
architect designer of Michael H.K. Wong Architects Inc., responsible for the
interior design of buildings.
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Profile of Directors and Senior Management

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

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

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

EEKEREEERE

Mr. Lau King Lok (214144 (“Mr. Lau”), aged 56, joined the Group on 1
January 2016 and is currently the chief financial officer of the Group. He has
been appointed as the company secretary of the Company (the “Company
Secretary”) and an executive Director since 18 March 2016. Mr. Lau also
serves as a member of the risk management committee of the Company (the
“Risk Management Committee”) and the authorised representative of the
Company pursuant to Rule 3.05 of the Listing Rules. Mr. Lau is responsible
for the overall management of financial of the Group. Mr. Lau has over 25
years of experience in the accounting, auditing and corporate finance fields.
Prior to joining the Group, from October 2010 to December 2015, Mr. Lau
served as the executive director of Cypress Group of companies, where he
was responsible for the group’s daily operation. From December 1994 to
August 2010, Mr. Lau served as the group finance and administration manager,
and subsequently as the chief financial officer of the North Asia segment of
the DTZ Debenham Tie Leung Limited (formerly known as C Y Leung and
Company), where he was responsible for the company’s finance and treasury
functions. From September 1990 to July 1994, Mr. Lau was the division
manager of accounts and administration department of P&O Travel Limited,
where he was responsible for the company’s accounting and administration
matters. From September 1987 to August 1990, Mr. Lau started his career as an
auditor in Klynveld Peat Marwick Goerdeler (KPMG).

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

Mr. Leung Pak Yin (Z{H%) (“Mr. Leung”), aged 47, joined the Group on
13 September 2006 and is a project director (business development) of the
Group. He has been appointed as an executive Director since 18 March
2016. Mr. Leung is also a director of several subsidiaries of the Company.
Mr. Leung is responsible for client liaison and business development of the
Group. Mr. Leung has over 20 years of experience in sales and business
development. Prior to joining the Group, from 2004 to 2006, Mr. Leung served
as an account manager of Wharf T&T Limited, where he was responsible for
the company’s customers’ relations and sales management. Between 2001 and
2002, Mr. Leung was the business development manager of Magically Asia
Limited, where he was responsible for developing strategy and tactical plans
to drive the business, managing customer and partner relationships, handling
sales project and facilitating new product development. From 1998 to 1999,
Mr. Leung was an account manager of New World Telephone Limited, where
he was responsible for the management of sales and customers relations.
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Profile of Directors and Senior Management

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

Mr. Leung is the brother-in-law of Mr. Lee Wai Sang, the Chairman, the Chief
Executive Officer, an executive Director and the controlling shareholder (as
defined under the Listing Rules) of the Company and the brother of Ms. Leung
Mo Shan Jackie, an executive Director and the controlling shareholder (as
defined under the Listing Rules) of the Company.

Ms. Leung Mo Shan Jackie (25 (“Ms. Leung”), aged 54, has been
an executive assistant of the Group since January 2016, where she is
responsible for the provision of overall administrative support to the executive
management team in daily operations including arranging and coordinating
meetings, and facilitating communications between executive team and
all staff. She has been appointed as an executive Director since 15 April
2021. Ms. Leung has over 25 years of experience in finance. Prior to joining
the Group, Ms. Leung served as the director of finance of NW Project
Management Limited from May 2010 to October 2015. From June 2006 to
May 2010, Ms. Leung was employed by New World Hotel Management
Limited, where her last position was director of finance. From August 1997
to May 2006, Ms. Leung was employed by Renaissance Harbour View Hotel,
where her last position was the director of finance. From November 1990 to
August 1997, Ms. Leung was employed by New World Hotels International
Limited, where her last position was assistant financial controller. Ms. Leung
obtained a post-experience certificate in accountancy from Hong Kong
Polytechnic University in 1994 through part-time learning. She has been an
associate and a fellow of the Association of Chartered Certified Accountants
since May 1998 and June 2003 respectively and a certified public accountant
of the Hong Kong Institute of Certified Public Accountants since July 1998.

Ms. Leung is the spouse of Mr. Lee Wai Sang, the Chairman, an executive
Director, the Chief Executive Officer and the controlling shareholder (as
defined under the Listing Rules) of the Company and the sister of Mr. Leung
Pak Yin, an executive Director. She is also a director of CGH (BVI) Limited,
which is a substantial shareholder of the Company within the meaning of Part
XV of the SFO and the controlling shareholder (as defined under the Listing
Rules) of the Company.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. So Chi Hang (8 #&18) (“Mr. So”), aged 55, has been appointed as an
independent non-executive Director since 22 August 2016. Mr. So is also
the chairman of each of the audit committee of the Company (the “Audit
Committee”) and the Remuneration Committee and a member of each of
the Nomination Committee and the Risk Management Committee. Mr. So
is responsible for supervising and providing independent judgment to the
Board. Mr. So has over 25 years of experience in finance with exposure in
Hong Kong, the PRC, Australia, Taiwan and Japan. From October 2015 to
December 2017, Mr. So served as the vice president of project management
of BSN Medical KK in Japan, where he was responsible for guiding and
monitoring the work of local outsourced accounting service provider. Mr. So
served as a business analyst consultant of STL Corp., Ltd from May 2011 to
December 2013, where he provided independent consultation service in
developing and monitoring the execution of business strategies. He served
as an associate director of KCS Management & Consultancy (China) Co.,
Ltd from November 2008 to March 2011 and KCS Limited from September
2007 to November 2008, where he supervised the account servicing teams
of the corporate accounting division. Mr. So held various positions while he
was with ACNielsen (China) Ltd from October 1997 to April 2007 where his
last position was the director of finance, where he was responsible for the
management of all finance and accounting operations. He also served as a
divisional accountant of the AFS Freight Management Group in Australia from
July 1993 to April 1997, where he was responsible for accounting and taxation
matters for the group’s non-Australian companies, including Hong Kong and
Shanghai, Papua New Guinea, New Zealand and the US. From April 1991 to
June 1993, Mr. So served as an accountant of AIA Capital Corporation Limited.
Before that, he served as the group accountant of Desh Group from June 1990
till 1991. Mr. So started his career as an auditor of Coopers & Lybrand from
January 1989 to June 1990.

Mr. So obtained a bachelor of commerce degree from the University of

Queensland in Australia in August 1988. He has been a certified practicing
accountant of Australian Society of CPAs since October 1993.

—Z2-—%E#% Annual Report 2021

BUFHTES
BEEEE(BEED 558 B-F—RENA-+=
FREZEABILNTES - RALTAADAERE

DA((%’f?é%ﬁD FHZEERAZIR  REER
ZEeREREEZBERACKE HLLARERE

%A&ﬁ§$’;}m1,\§%j¥\Jtﬁﬁ CBEENES PE R
N BERAREERSFNNBESR N -F—1F 1+
AZZZE—+tF+Z AR BEEETAZABSN Medical
KKETEE EEEIRE AR EEREEEIND SRS
HEEEOTE RZ——FhAR-T—ZF+-AH
f B EEAESTL Corp., LM EBDNER - REER
ERERRBENNTREBYZARSE - RR-_TTN\E
+—Hi_7——¢ AHMETNEEERA(FR)E

NAIMEIRE TR - EE+FNAE_TTNE+—
ﬂﬁsﬁﬁﬂf"fﬂcs Limited ¥ B85 - BEEELESHHN

MEFRBER  HELE— MH:iJrHE_??tﬁ

MmABRERERHR (RE) ARARETES ER - Mk
REBUAVGAL ARRHMBREHEENEE -

BRE-NN=FLAZ-ANLENABRNENEE
AFS Freight Management Groupf) &3P &5tEl - B EZ &
EIREMAR (BREEERLE BREHEAT  HED
REBR)NEHERBEE - R—AN—FHAE-NN=
FX AEIR  BRLALTAIA Capital Corporation Limited
MEEHE - WA R-NANTERAZE-NAA—F KA
tEDesh Groupt) SEE &6 « HEER— N/ \NF-AZE
—NANEFRASREEESHMEBMOREN &
MABRELE-

R=RA/ANENR Eéi?&ii%%%%ﬂ‘\imi%ﬁﬁﬁﬁ 258
B - RE-NMN=F T ARRENT JrEﬁi’“A
% @atem -



Profile of Directors and Senior Management

Mr. Heng Ching Kuen Franklin (2IEH) (“Mr. Heng”), aged 56, has been
appointed as an independent non-executive Director since 22 August 2016.
He is also the chairman of the Risk Management Committee and a member
of each of the Audit Committee, the Remuneration Committee and the
Nomination Committee. Mr. Heng is responsible for supervising and providing
independent judgement to the Board. He has over 20 years of experience
in banking and finance. Since June 2011, Mr. Heng has been the managing
partner and responsible officer of Springboard Capital Limited, an asset
management company licensed by the Securities and Futures Commission
of Hong Kong (“SFC”). Prior to that, Mr. Heng was the managing director
of The Royal Bank of Scotland Plc, Hong Kong from May 2006 to October
2008. He was a director of HSBC Securities (Asia) Limited and held senior
positions of other HSBC group companies from June 1999 to April 2006. He
has held senior positions in several major private financial institutions in Hong
Kong and had been registered with the Hong Kong Monetary Authority as an
executive officer. He has been registered with the SFC as a responsible officer,
carrying out various regulated activities.

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

Mr. Shing Wai Yip (Ff2%) (“Mr. Shing”), aged 53, has been appointed as
an independent non-executive Director since 25 January 2019. Mr. Shing
is also a member of the Audit Committee. Mr. Shing is responsible for
supervising and providing independent judgement to the Board. Mr. Shing
has 20 years specialised experience in hospitality industry procurement. Since
March 2019, Mr. Shing has been the Group Director Purchasing of Wharf
Hotels Management Limited and is responsible for driving hotel pre-opening
procurement programmes, formulating strategic plans to develop new hotel
products, guiding purchasing decisions to support the group’s branding,
establishing products brand standards, establishing and implementing the
group’s contracts across the branded hotels, conducting the hotel annual
operation management review (audit) to ensure hotel purchasing team meet
with relevant purchasing policies, performance and code of ethics, monitoring
the vendor performance, analysing the purchasing data to enhance or improve
the purchasing performance, coordinating and supporting the shareholders
requirements and providing guidance to hotel purchasing team. Mr. Shing had
also worked for Rosewood Hotel Group and held procurement managerial
position.

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

Name Age Position

4 Fik B

Mr. Tsang Kam Hung 55 Project Director (Design)

LRBEL 555 HABRE ()

Mr. Chung Chun Leung 60 Project Director (Re-engineering)

BRRELE 605 RAAE(TRRAEBER)

Mr. Tsang Kam Hung (Z#8) (“Mr. Tsang"), aged 55, is a project director
(design) and has joined the Group since May 2011. Mr. Tsang is responsible
for the supervision of a design and creative team in Hong Kong and monitoring
the quality assurance of the products produced by factories in the PRC. He
also serves at the frontline to liaise with clients for identifying their needs
and giving immediate solutions, consultations and alternatives in order to
provide the right answers that meet the client expectations. Prior to joining the
Group, Mr. Tsang began his career as a designer at AJM Design Group Ltd.
from April 1988 to January 1991. Mr. Tsang has over 25 years of experience
in the interior design industry, including serving in the in-house design team
of the corporate real estate department of Standard Chartered Bank (HK)
Limited from February 1998 to May 2008. From November 2009 to February
2011, Mr. Tsang was the contract staff in branch management of channel
management of Bank of China (Hong Kong) Limited. Mr. Tsang obtained a
bachelor’s degree of fine arts in interior design from the Pratt Institute in the US
in February 1995.

Mr. Chung Chun Leung ((#%E) (“Mr. Chung”), aged 60, has joined the
Group as a project director (re-engineering) since June 2018. Mr. Chung is
mainly responsible for the deconstruction and improvement on technical
details, liaison with clients and their consultancy team on the design
requirements, and monitoring the technical difficulties which may arise during
the production process in the factory. From 1984 to 1985, Mr. Chung worked
for AIM Design Group Limited. Mr. Chung has over 30 years of working
experience in the interior design. In June 1990, Mr. Chung obtained the higher
certificate in design (interior) from Lee Wai Lee Technical Institute (now
known as Hong Kong Institute of Vocational Education (Lee Wai Lee)) where
he graduated with distinction.
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Management Discussion and Analysis

BUSINESS REVIEW

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

For the year ended 30 June 2021, the Group’s revenue, gross profit and net
loss for the year were approximately HK$86.6 million (2020: approximately
HK$53.8 million), approximately HK$18.7 million (2020: approximately
HK$17.1 million) and approximately HK$11.8 million (2020: approximately
HK$28.2 million) respectively, representing an increase of approximately
61.0%, 9.1% and a decrease of approximately 58.2% over the Year.

The ongoing COVID-19 pandemic keeps leading to the suspension or delay
of overseas business activities in Asia, US, Middle East, United Kingdom
and other European countries which adversely affected the Group’s overseas
business during the Year (2021: approximately HK$11.9 million; 2020:
approximately HK$22.3 million).

As such, the management has decided to put huge resources and emphasizes
on developing the local business in the market of the PRC (including Hong
Kong and Macau) during the Year (2021: approximately HK$74.7 million;
2020: approximately HK$31.5 million). The result is positive which led to a
significant improvement on the financial performance.

Besides putting more resources in the PRC market, the Group kept reviewing
the expense structure and did implement cost reduction exercise to reduce
costs on the one hand. On the other hand, the Group put more emphasizes
and resources on exploring new clients in Hong Kong, Macau and China
market. There were positive results and the Group would continue its efforts in
these areas to upkeep its competitiveness.

The decrease in consolidated net loss of the Group was due to (i) the increase
in the Group’s revenue and gross profit because of the increase in business
in the PRC market as mentioned above; (ii) no impairment loss on certain
property, plant and equipment of the Group was recognised during the Year
(2020: approximately HK$8.5 million); and (iii) the decrease in depreciation
on the owned property, plant and equipment (2021: approximately HK$4.3
million; 2020: approximately HK$7.2 million).
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Management Discussion and Analysis
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The decrease in gross profit margin to 21.6% in 2021 as compared to that
of in 2020 which is approximately 31.8% was primarily due to change of
revenue mix that a higher proportion of interior solutions projects over the
total revenue was noted as compared to the prior year (2021: approximately
68.7%; 2020: approximately 47.3%) since certain large interior solutions
projects with the high-end residential property developer and luxury hotel
brand were awarded during the Year. However, in the long run, the Group’s
long-term strategy is still focusing on increasing our market share in millwork
and furniture provision business.

BUSINESS STRATEGIES AND OUTLOOK

In view of the ongoing COVID-19 pandemic keeps leading to the suspension
or delay of overseas business activities in Asia, US, Middle East, United
Kingdom and other European countries which adversely affected the Group’s
overseas business, the management has decided to put huge resources
and emphasizes on developing the local business in the market of the PRC
(including Hong Kong and Macau) during the Year (2021: approximately
HK$74.7 million; 2020: approximately HK$31.5 million). The result is positive
which led to a significant improvement on the financial performance.

As mentioned above, due to the change in strategy of the Group to focus more
on the PRC market to overcome the decrease in overseas business that the
Group has suffered in the prior year, the total revenue has been significantly
increased by HK$32.8 million (2021: approximately HK$86.6 million; 2020:
approximately HK$53.8 million) during the Year.

Indeed, it is on the right track of the gradual recovery from the COVID-19
pandemic upon the availability of the vaccines and other effective epidemic
prevention measures. The Group is putting more effort to resume the overseas
business as well as strengthen the competitive advantage of the local business.
The management will continue to monitor the development of the COVID-19
pandemic and its impact on the operations and results of the Group, if any.
The Company will also keep the Shareholders updated and informed by way of
announcement(s) as and when appropriate.

Regarding the core business, upon the establishment and expansion of
business to the luxury hotel market over the years, the Company has gained
rich experience and connections in this field all over the world. Up to the date
of this report, several large projects in relation to the provision of millworks
and interior solutions services to the hotels of a top-tier luxury hotel group all
over the world have been awarded. Based on the high qualities of products
and services provided by the Group, the management is confident that a
long-term business relationship will be built up and more similar projects are
coming in the near future.
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Management Discussion and Analysis

Also, geographically speaking, the Group is dedicated to putting more
resources and efforts on exploring the business opportunities in relation to the
interior solutions projects in the market of the PRC in cooperation with certain
business partners who are well-established in such market. The result is very
positive and more promising projects are under the negotiations which are in
satisfactory progress.

Besides the core business, in order to broaden the income sources, the
Company has been exploring business opportunities in a form of strategic
co-operation alliance of online game business with independent third
parties that principally engage in online game development, operation and
distribution. The management is confident that such a move is creating strong
values to the stakeholders of the Group. Up to the date of this report, no terms
have been finalized and no formal agreement has been signed relating to the
said business opportunities. The Company will keep the Shareholders updated
and informed by way of announcement(s) as and when appropriate.

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

FINANCIAL REVIEW

Revenue

The Group generated revenue principally from providing four major
categories of sales and services, mainly including: (i) sales of millwork,
furniture and facade fabrication (2021: approximately HK$21.9 million;
2020: approximately HK$24.7 million), (ii) interior solutions services (2021:
approximately HK$59.5 million; 2020: approximately HK$25.4 million), (iii)
design and project consultancy services (2021: approximately HK$4.6 million;
2020: approximately HK$2.9 million) and (iv) maintenance services (2021:
approximately HK$0.6 million; 2020: approximately HK$0.7 million).

Revenue of the Group increased by approximately 61.0% from approximately
HK$53.8 million in 2020 to approximately HK$86.6 million in 2021. The
increase in revenue was mainly due to the management’s decision to put huge
resources and emphasizes on developing the local business in the PRC market
(including Hong Kong and Macau) during the Year.

During the Year, the aggregate revenue derived from the five largest brands
was approximately HK$51.3 million (representing approximately 59.2%
of total revenue) as compared to that of approximately HK$38.8 million
(representing approximately 72.1% of total revenue) in 2020.
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Management Discussion and Analysis
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Direct cost

Direct cost of the Group primarily consisted of costs of material and
subcontracting charges. Direct cost increased by approximately 85.3% from
approximately HK$36.7 million in 2020 to approximately HK$67.9 million
in 2021, representing approximately 68.2% and 78.4% to the revenue of the
Group in 2020 and 2021 respectively. The increase in direct cost was in line
with the increase in revenue during the Year.

Gross profit and gross profit margin

The Group's gross profit increased by approximately 9.1% from approximately
HK$17.1 million in 2020 to approximately HK$18.7 million in 2021 which is
in line with the increase in revenue during the Year.

The decrease in gross profit margin to 21.6% in 2021 as compared to that of in
2020 which is approximately 31.8% was primarily due to change of revenue
mix that a higher proportion of interior solutions projects over the total
revenue was noted as compared to the prior year (2021: approximately 68.7%;
2020: approximately 47.3%).

Administrative expenses

Administrative expenses of approximately HK$32.1 million (2020:
approximately HK$36.7 million) mainly consisted of operating expenses such
as employee benefits, marketing expenses and legal and professional fees, etc.
The decrease in administrative expenses by approximately HK$4.6 million
was mainly due to the decrease in depreciation on owned property, plant
and equipment (2021: approximately HK$4.3 million; 2020: approximately
HK$7.2 million).

Income tax (expense)/credit

Income tax expense mainly represented current tax paid/payable for overseas
profits tax and deferred tax credit, if any. Income tax expense of approximately
HK$21,000 (2020: income tax credit of approximately HK$162,000) was
recorded during the Year.

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

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

LIQUIDITY AND FINANCIAL RESOURCES

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

As at 30 June 2021, the cash and bank balances amounted to approximately
HK$18.8 million (2020: approximately HK$27.5 million) which were mainly
denominated in HK$, US dollar (“USD”), Renminbi (“RMB”) and Euro (“EUR”).

As at 30 June 2021, the Group has a bank facility of HK$15.0 million (2020:
HK$15.0 million) with Hang Seng Bank of which a bank borrowing of HK$6.0
million has been drawn down as at 30 June 2021 (2020: Nil).

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

CAPITAL STRUCTURE AND FUND RAISING
ACTIVITIES

As at 30 June 2021, the authorised share capital of the Company was
HK$100,000,000 divided into 2,500,000,000 shares of the Company with
par value of HK$0.04 each and the issued share capital was HK$28,800,000
divided into 720,000,000 shares.

Share consolidation

At the extraordinary general meeting held on 20 November 2020, an ordinary
resolution in relation to the share consolidation (the “Share Consolidation”)
of every 4 issued and unissued ordinary shares at par value of HK$0.01 each
in the share capital of the Company into 1 consolidated share at par value of
HK$0.04 each was duly passed by the then Shareholders by way of poll. The
Share Consolidation took effect on 24 November 2020.

Relevant disclosure was made in the Company’s announcements dated 23
September 2020 and 20 November 2020, and the Company’s circular dated
16 October 2020.
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Placing of new shares under general mandate

On 2 April 2020, the Company entered into a placing agreement with
Kingsway Financial Services Group Limited (the “Placing Agent”), as placing
agent, pursuant to which the Placing Agent conditionally agreed to procure
on a best effort basis to not less than six placees, who are professional,
institutional and/or other investors who and whose ultimate beneficial owners
(if any) are third parties independent of the Company and connected persons
of the Company, to subscribe for up to 480,000,000 new ordinary shares of
the Company at par value of HK$0.01 each (the “Placing Share(s)”) at the
placing price of HK$0.0233 per Placing Share (the “Placing”).

The Placing was completed on 17 April 2020. All Placing Shares had been
successfully placed by the Placing Agent and the Company issued and
allotted 480,000,000 Placing Shares to not less than six placees at the placing
price of HK$0.0233 per Placing Share. The net proceeds (after deduction of
placing fees and other expenses of the Placing) from the Placing amounted to
approximately HK$10.8 million.

During the Year, the unutilised net proceeds from the Placing amounted to
approximately HK$5.3 million brought forward from the financial year ended
30 June 2020 have been utilised as general working capital of the Group
including rental of office premises, legal and professional fees, and salary of
the employees. As at 30 June 2021, the net proceeds from the Placing were
utilized in full as intended.

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

Borrowings and gearing ratio

As at 30 June 2021, the Group had bank borrowings of HK$6.0 million (2020:
Nil). The gearing ratio (calculated as bank borrowings divided by total equity)
was 0.83 as at 30 June 2021 (2020: Nil).

Charge on assets

As at 30 June 2021, banking facility were secured by pledged bank deposits
of approximately HK$6.8 million (2020: banking facility and performance
bond were secured by pledged and restricted bank deposits of approximately
HK$7.9 million).

Contingent liabilities

As at 30 June 2021 and 30 June 2020, the Group had no significant contingent
liabilities.
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SIGNIFICANT INVESTMENT HELD AND FUTURE
PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

The Group did not have any significant investment held as at 30 June 2021.
Save as disclosed above, the Group did not have any plans for material
investments and capital assets.

MATERIAL ACQUISITIONS AND DISPOSALS

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

SHARE OPTION SCHEME

The Company adopted a share option scheme on 22 August 2016 (the “Share
Option Scheme”). The Company has not granted any share options up to 30
June 2021.

HUMAN RESOURCES AND EMPLOYEES’
REMUNERATION

As at 30 June 2021, the Group had 39 employees (2020: 37 employees). Total
employee benefits (including Directors’ and chief executive’s remuneration)
were approximately HK$20.3 million (2020: approximately HK$21.9
million). The decrease in employees’ remuneration was primarily due to the
remuneration restructuring of the senior management during the Year.

The Group remunerates its employees based on their qualifications,
performance, experience and prevailing industry practice. Competitive
remuneration package is offered to retain elite employees, including salaries,
medical insurance, discretionary bonuses as well as mandatory provident fund
schemes for employees in Hong Kong. Apart from basic remuneration, share
options may be granted under the Share Option Scheme to eligible employees
on the basis of their individual performance to attract and retain talents to
contribute the Group. In order to achieve a standard and quality production
of works and to develop individual’s potential, the Group’s employees are
encouraged to attend monthly sharing sessions, lectures and training courses
which related to the nature of their duties. In addition to internal trainings, the
Group also encourages employees to enroll in courses organised by external
organisations and institutes.

CAPITAL COMMITMENTS

As at 30 June 2021, the Group had no material capital commitment (2020:
Nil).
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FOREIGN EXCHANGE RISK

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

EVENTS AFTER REPORTING PERIOD

Subsequent to the end of reporting period, the Group has further drawn down
HK$4,000,000 of the banking facilities for revolving loan.

Subsequent to the end of reporting period, on 27 August 2021, the Group
obtained an unsecured and unguaranteed loan facility with interest of 5% per
annum amounted to HK$15,000,000 from its ultimate holding company for
two years from the date of loan facility. Up to the date of this report, the Group
has drawn down HK$3,000,000 and the unutilised loan facility available for
drawdown amounted to HK$12,000,000.

The Group has been exploring business opportunities in a form of strategic
co-operation alliance of online game business with independent third
parties that principally engage in online game development, operation and
distribution. Up to the date of this report, no terms have been finalised and no
formal agreement has been signed relating to the said business opportunities
and therefore no estimate of financial effect was made accordingly. Further
details were set out in the Company’s announcement dated 6 August 2021.

USE OF NET PROCEEDS FROM THE SHARE
OFFER

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

According to the prospectus of the Company dated 30 August 2016 (the
“Prospectus”), approximately 30% of the Net Proceeds (i.e. HK$19.3 million
out of the total Net Proceeds) was originally planned to be used for pursuing
suitable acquisition and partnership opportunities. As disclosed in the
announcement of the Company dated 26 February 2019, having considered
the difficulties on identifying the potential acquisition and partnership,
the Board has resolved to re-allocate part of the unutilized Net Proceeds
originally planned for such purpose amounting to approximately HK$6.1
million, representing approximately 9.4% of the Net Proceeds, to expanding
the interior solutions services to mid to high end residential market and
approximately HK$3.4 million, representing approximately 5.2% of the Net
Proceeds, as general working capital and other general corporate purposes.
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The Company has announced on 18 May 2018 that the Board has resolved to
re-allocate the Net Proceeds of approximately HK$10.6 million, which was
originally planned to be used for financing the establishment of research and
development (“R&D”) center in Hong Kong, for financing the establishment of
overseas R&D centers. However, due to failure to agree and/or conclude on
commercial terms in respect of the acquisition or lease of oversea properties
for the establishment of the overseas R&D center, the Board has resolved on
18 April 2019 to re-allocate the aforesaid unutilized Net Proceeds amounting
to approximately HK$10.6 million to build a new R&D center in Hong Kong
which will serve as a centralized hub for product and material application
testing, developing new technologies and design prototypes, as well as
building special lighting and security systems, including the payment of
consideration of HK$8.5 million for the acquisition of a property located at
workshop 1 on 13th Floor of Technology Plaza, No. 651 King’s Road, Hong
Kong. For details, please refer to the announcement of the Company dated 18
April 2019.

The Company further announced on 26 February 2021, for enabling higher
degree of flexibility in cash flow management and effective deployment of
the Group’s financial resources in light of the unstable business environment,
the Board has resolved to re-allocate the remaining unutilized Net Proceeds
in aggregate amount of approximately HK$13.8 million, representing
approximately 21.36% of the Net Proceeds, originally planned to be used
for pursuing suitable acquisition and partnership opportunities, incorporation
of overseas subsidiaries, establishment of R&D centers in Hong Kong and
expansion of the interior solutions services to mid to high end residential
market to finance working capital and other general corporate purposes.

As at 30 June 2021, the Company has fully utilized the Net Proceeds for
the purpose consistent with the section headed “Future Plans and Use of
Proceeds” as set out in the Prospectus and the announcements of the Company
dated 26 February 2019, 18 April 2019 and 26 February 2021.
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The details of the original allocation of the Net Proceeds, the revised allocation
of the Net Proceeds, and the actual usage during the Year are set out below:

Application of the Net Proceeds

IS SRFERE

Pursuing suitable acquisition and
partnership opportunities

Incorporation of overseas subsidiaries

Establishment of R&D centers in
Hong Kong

Recruiting high caliber talents

Utilised as additional working capital and
other general corporate purposes

Brand promotion

Expansion of the interior solutions
services to mid to high end residential
market

Total
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Corporate Governance Report

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

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

Save as the deviation from code provision A.2.1 of the CG Code as described
below, the Board considers that the Company has fully complied, to the extent
applicable and permissible, with the code provisions as set out in the CG Code
during the Year.

THE BOARD

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

BOARD COMPOSITION

At as 30 June 2021 and the date of this annual report, the Board comprises
seven members, consisting of four executive Directors and three independent
non-executive Directors. The Directors during the Year and up to the date of this
annual report as set out below:

Executive Directors

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

Mr. Leung Pak Yin

Ms. Leung Mo Shan Jackie

Independent Non-executive Directors
Mr. So Chi Hang

Mr. Heng Ching Kuen Franklin

Mr. Shing Wai Yip
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The profile of the Directors are set out on pages 8 to 13 of this annual report.
Save as disclosed in the profile of the Directors that Mr. Lee Wai Sang is the
spouse of Ms. Leung Mo Shan Jackie and the brother-in-law of Mr. Leung Pak
Yin, and Ms. Leung Mo Shan Jackie is the sister of Mr. Leung Pak Yin, the Board
members do not have any family, financial, business or other material/relevant
relationship among themselves.

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

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

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code provision A.2.1 of the CG Code requires the roles between the chairman
and chief executive officer should be separated and should not be performed by
the same individual. The Chairman is responsible for the overall leadership and
strategic planning of the Group. The Chief Executive Officer is responsible for the
day-to-day management of the Group’s business and operations.

Mr. Lee Wai Sang assumes the roles of both the Chairman and the Chief
Executive Officer. In view of Mr. Lee’s extensive experience in the industry,
personal profile and critical role in the Group and its historical development, the
Board considers that it is beneficial to the business prospects of the Group that
Mr. Lee continues to act as both the Chairman and the Chief Executive Officer.
The Board believes that vesting both the roles of Chairman and Chief Executive
Officer in the same person has the benefit of providing a strong and consistent
leadership to the Group and allows for more effective planning and management
of the Group. In addition, the Board is of the view that the balanced composition
of executive and the independent non-executive Directors on the Board
and the various committees of the Board (primarily comprising independent
non-executive Directors) in overseeing different aspects of the Company’s affairs
would provide adequate safeguards to ensure a balance of power and authority.
The Board will continue to review and consider splitting the roles of Chairman
and Chief Executive Officer at a time when it is appropriate and suitable by taking
into account the circumstances of the Group as a whole.
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BOARD MEETINGS

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

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

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

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

GENERAL MEETINGS

During the Year, two general meetings, being the 2020 annual general meeting
(the “2020 AGM”) and an extraordinary general meeting both held on 20
November 2020. The attendance of the Board members at the general meetings is
set out in the below section headed “Attendance at Board and Board Committee
Meetings and General Meetings”.
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ATTENDANCE AT BOARD AND BOARD EEEREEEZR ST URKRRAEN
COMMITTEE MEETINGS AND GENERAL HERR
MEETINGS
Attendance of each Director at all the Board meetings, Board Committee ~SEERAFEMBINEDEZC L% FELLES
meetings and general meetings held during the Year is set out as follows: SENRRRAGHEEBREIIMT :
Risk
Audit Remuneration ~ Nomination ~Management
Board  Commitee ~ Committee ~ Committee ~ Committee General
meetings meetings meeting meetings meetings Meetings
22 E et =2 J‘Lﬁ NER
Name of Director EESiE &% %8888 %8883 Z8%e3 ZEggs REAS
|
Executive Directors BiTES
Mr. Lee Wai Sang PRERE 717 NIAMER 1 22 NATER 2
Mr. Lau King Lok g 77 NATER  NATER  NATER 22 22
Mr. Leung Pak Yin RiaA%EE 77 NANER  NATER  NATER  NAMER 22
Ms. Leung Mo Shan Jackie (Note) REMat (M) 1N NAMER  NATER  NATER  NANER  NATER
Independent non-executive Directors  BYFHTEE
Mr. So Chi Hang #EELE 0 33 n 2 2 2
Mr. Heng Ching Kuen Franklin FEREE 717 313 11 202 22 22
Mr. Shing Wai Yip REZLE 1/ 33 NATER  NATER  NATER 2
Note: Ms. Leung Mo Shan Jackie has been appointed as an executive Director with effect — ffiz: 2EMLtR - T - —EMATHAREZEANTES -
from 15 April 2021. Her attendance above was stated by reference to the number of HE R R A RN ESegR M AMEMAL
Board meeting held during her tenure. No general meeting was held during her tenure. FHEVERTRRAE -
AUDIT COMMITTEE ERZRE

The Company established the Audit Committee on 22 August 2016 with writen ~ AARR-E—R"ENAZTZHRKUELZZEE - &
terms of reference in compliance with the CG Code. The Audit Committee has ~ REEXEATEFITEERIEEHE - EZZEGH=EK
three members, all are independent non-executive Directors, namely Mr. So Chi B4R - IRBUFNTES AHEELLE  FLEE
Hang, Mr. Heng Ching Kuen Franklin and Mr. Shing Wai Yip. Mr. So Chi Hang E&ﬁﬂ ¥RE -HEBLALEREZARERZEGNE

has been appointed as the chairman of the Audit Committee. Mr. So Chi Hang BEEEEE TTRARTOES E}%éﬁﬁ °
possesses the appropriate professional qualifications required under the Listing
Rules.

The primary responsibilities of the Audit Committee are to review the interim %V??ﬁmigﬁﬁiﬁ%@a$ AP B R 2 FREN
and annual results of the Company and to supervise the financial reporting RAKEMBRERR  AREBERABEERSR
process, risk management and internal control systems of the Group and make &W@E&m%’ﬂ\ ERERARCEXE EHEERES
recommendations to the Board of the appointment and removal of the external ~ EEHEBER - ERZESQUERBUEXER (0F
auditors as well as corporate governance related matters. The Audit Committee ~ H2) - WERHEREERAETERE

has access to independent professional advice, if required, and is provided with

sufficient resources to perform its duties.
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The Audit Committee held three meetings during the Year, with all members
present in person or through telephone communication. In addition to the Audit
Committee meetings, the Audit Committee also dealt with matters by way of
written resolutions during the Year.

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

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

2021, and reviewed and approved the proposed audit fee for the audit of
consolidated financial statements for the year ended 30 June 2021;

. Reviewed the Group’s annual financial results for the year ended 30 June
2020 and interim financial results for the six months ended 31 December
2020;

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

Company’s auditor, the significant issues on financial reporting and
internal control, the continuing connected transactions carried out during
the year ended 30 June 2020 and re-appointment of the Company’s
auditor;

. Reviewed terms of engagement of an external consultant in relation to the
provision of internal audit services based upon the agreed procedures on
systems and controls of the Group for the years ended 30 June 2020 and
30 June 2021;

. Discussed the findings on the review of risk management and internal
control systems;

. Reviewed the internal audit planning memorandum for the three years
ending 30 June 2022; and

. Reviewed the Company’s compliance with the CG Code during the
year ended 30 June 2020 and the training and continuous professional
development of the Directors and senior management of the Company.

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

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

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

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

The Remuneration Committee held one meeting during the Year, with all
members present in person or through telephone communication, during which
the Remuneration Committee considered and recommended to the Board the
remuneration package for the proposed executive Director.

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

NOMINATION COMMITTEE

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

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

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

(@)

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

taking the lead where potential conflicts of interests arise;

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

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

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

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

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

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

Reviewed the composition, size and diversity of the Board;
Assessed the independence of each independent non-executive Director;

Made recommendation to the Board on the re-election of the retiring
Directors at the 2020 AGM; and

Made recommendation of new Director candidate for the Board’s
approval.

The executive Directors were appointed based on their qualification and
experience in relation to the Group’s business. The independent non-executive
Directors were appointed based on their professional qualifications and
experience in their respective areas.
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The attendance of the Nomination Committee members at the above meetings is
set out in the above section headed “Attendance at Board and Board Committee
Meetings and General Meetings”.

RISK MANAGEMENT COMMITTEE

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

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

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

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

. Reviewed and identified the Company’s risk exposure;

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

. Reviewed the Company’s risk management policies and guildlines; and

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

ended 30 June 2020 relating to the compliance with risk management and
internal control code provisions of the CG Code.

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

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

BOARD DIVERSITY POLICY

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

DIVIDEND POLICY

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

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

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

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

DIRECTORS’ SERVICE AGREEMENTS

Each of Mr. Lee Wai Sang, Mr. Lau King Lok and Mr. Leung Pak Yin, the
executive Directors, has renewed his service contract with the Company for a
term of one year commencing from 9 September 2020. Upon expiry of the term,
each of them has further renewed his service contract with the Company for a
term of one year commencing from 9 September 2021, which may be terminated
by not less than three months’ notice served by either party on the other, and is
subject to termination provisions therein and provisions on retirement by rotation
of Directors as set out in the Articles of Association.

Ms. Leung Mo Shan Jackie, the executive Director, has entered into a service
contract with the Company for a term of one year commencing from 15 April
2021, which may be terminated by not less than three months’ notice served
by either party on the other, and is subject to termination provisions therein
and provisions on retirement by rotation of Directors as set out in the Articles of
Association.

Each of Mr. So Chi Hang and Mr. Heng Ching Kuen Franklin, the independent
non-executive Directors, has renewed his letter of appointment with the
Company for a term of one year commencing from 9 September 2020. Upon
expiry of the term, each of them has further renewed his letter of appointment
with the Company for a term of one year commencing from 9 September 2021,
which may be terminated by not less than three months’ notice served by either
party on the other, and is subject to termination provisions therein and provisions
on retirement by rotation of Directors as set out in the Articles of Association.

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

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

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

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

DIRECTORS” AND SENIOR MANAGEMENT'’S
SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 to the
Listing Rules as the code of conduct regarding securities transactions of the
Directors. Having made specific enquiry to all Directors, all of them have
confirmed that they have complied with the required standards set out in the
Model Code during the Year.

The Group’s senior management who, because of their offices in the Company
are likely to possess inside information, have also been requested to comply with
the Model Code for securities transactions. No incident of non-compliance with
the Model Code by such employees was noted by the Company during the Year.

DIRECTORS” CONTINUING PROFESSIONAL
DEVELOPMENT

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

All Directors have participated in continuous professional development and
provided a record of training they received for the Year to the Company.
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The individual training record of each Director received for the Year is set out ~SEZERARFEDEZIE 2 EAZSZSIINT :

below:
Type of Training
Name of Director EEAA BIIEE
Mr. Lee Wai Sang FRELE B
Mr. Lau King Lok e S A, B
Mr. Leung Pak Yin RERLE B
Ms. Leung Mo Shan Jackie REMa+ A B
Mr. So Chi Hang HEELLE A B
Mr. Heng Ching Kuen Franklin FERLE A B
Mr. Shing Wai Yip MEFRE A, B
Notes: it -
A attending or participating in seminars/workshops/trainings relating to directors’ duties  A. ERISHEHESRERCEE AW S/ T/
and corporate governance Al
B. reading materials/watch on webcasts of regulatory update B. MERNEEEN /BERVEERR
DIRECTORS AND SENIOR MANAGEMENT EZREREEEMS
EMOLUMENTS
For the Year, the emoluments of the Directors and members of the senior ~RAFE  RUTHEHEEANES R REREMK S M
management within the following bands were as follows: 20T
For the year ended
30 June 2021
BE_T-_—F
Emoluments Band & E NAZTRLEFE
|
HK$1,000,000 and below 1,000,000/ 7T & JA T 7
HK$1,000,001 — HK$1,500,000 1,000,001/ 7T - 1,500,000/ 7T 1
HK$1,500,001 — HK$2,000,000 1,500,001 7T — 2,000,000/% 7T -
HK$2,000,001 — HK$2,500,000 2,000,001 7T - 2,500,000/% 7T -
HK$2,500,001 — HK$3,000,000 2,500,001/ 7T — 3,000,000/ 7T =
HK$3,000,001 — HK$3,500,000 3,000,001/ 7T - 3,500,000/ 7T 1

Further details of the remuneration of Directors and five highest paid individuals ~ BRZEZRAMHEHF A LME 2E— SHBIART R
have been set out in notes 8 and 9 to the audited consolidated financial ~ FMiF8%9 °
statements.
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AUDITOR’S REMUNERATION

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

R H IR

Services Rendered

BEERRE

BB &

FHENIRNIGRREHMEBABRATNMED
s -

Fee paid/payable
for the year ended
30 June 2021
BE-T-—F
ANAZTHILEFE
BN/ ENER
(HK$’000)
(T#7T)

Annual audit service for the year ended 30 June 2021

FEET RS

BE-P-—SRASTALEEZ

618

DIRECTORS’ RESPONSIBILITY IN RESPECT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

INSURANCE ON DIRECTORS” AND OFFICERS’
LIABILITIES

The Company has arranged for liability insurance cover to indemnify the
Directors and the senior management of the Company.

S#EMZERAEMRAT CROSSTEC Group Holdings Limited ® ® o o o
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INTERNAL CONTROL AND RISK MANAGEMENT

The Board’s Responsibilities for the Risk

Management and Internal Control Systems

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

Main Features of the Risk Management and Internal

Control Systems

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

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

Process used to Identify, Evaluate and Manage

Significant Risks

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

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

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

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

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

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

The Company engaged an independent consultant, Richard Poon & Partners
Risk Management Limited, to carry out the analysis and independent appraisal of
the adequacy and effectiveness of the Company’s risk management and internal
control systems for the year ended 30 June 2021. The results of the independent
review and assessment were reported to the Board and Board Committees.

Based on the review results for the Year, the management has made a
confirmation to the Board that the Company’s risk management and internal
control systems are effective and sufficient. The Board, through the Risk
Management Committee and the Audit Committee, had conducted review on
the effectiveness of the risk management and internal control systems of the
Group for the year ended 30 June 2021. The Board was satisfied with the review
results and considered the risk management and internal control systems are
effective and adequate, in particular, for financial reporting and Listing Rules
compliance. No significant areas of concern that might affect the financial,
operational, compliance controls, and risk management functions of the Group
were identified.
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The Board will continue to review and improve the Company’s risk management
and internal control systems in accordance with the existing regulatory
requirements, the interests of Shareholders and the growth and development of
the Company’s business.

Procedures and Internal Controls for the Handling

and Dissemination of Inside Information

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

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

INTERNAL AUDIT FUNCTION

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

TRAINING FOR COMPANY SECRETARY

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

Convening of extraordinary general meeting on

requisition by the Shareholders

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

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

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

Procedures for directing Shareholders’ enquiries to

the Board

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

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

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

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

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

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

ABOUT THIS REPORT

As a one-stop provider of interior design solutions, CROSSTEC Group Holdings
Limited (the “Company”) and its subsidiaries (hereinafter “the Group”, “we” or
us”) strive to provide professional integrated design solutions that comprise
design ideas, fabricated material and furniture provision to the global luxury
goods and high-end fashion brands with retail outlets across the world. Our
majority of served clients with footprints in various parts of the world including
Hong Kong, China, the United States, Europe, Middle East and other Asian
countries. The Group understands that it is of paramount importance to
integrate the sustainable approaches into our business operation and adheres
to a philosophy of socially responsible development with the eco-friendly
operation. We are dedicated to strategizing and formulating environmental,
social and governance (“ESG”) initiatives and measures to deliver positive
impacts to our community.

We are pleased to publish our annual ESG report (the “ESG Report”) and
provide the information of the Group’s ESG management approaches,
environmental and social performance from the period of 1 July 2020 to
30 June 2021 (the “Reporting Period” or “2020/21"). The scope of the ESG
report covers our key business services, including 1) millwork and furniture
provision, 2) facade development and fabrication, 3) interior solutions,
4) design and project consultancy and 5) maintenance services. For the
disclosure of environmental performance data, the Group mainly focuses
on the business operation in Hong Kong office. For details of our corporate
governance, please refer to the section headed “Corporate Governance
Report” on pages 25 to 42 of our annual report.

Reporting Standard

The ESG Report has been prepared in accordance with the “Environmental,
Social and Governance Reporting Guide” (the “ESG Reporting Guide”) as
set out in Appendix 27 to the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited (the “Stock Exchange”), as well as
adhering to the “comply or explain” provisions set out in the ESG Reporting
Guide. Except for provisions that the Group considers are inapplicable to our
operations, for which explanations are illustrated in the corresponding section.
The ESG Report has been reviewed and approved by the board of directors of
the Company (the “Board”) on 27 September 2021.
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B HERERTE

ABOUT THIS REPORT (continued)

Reporting Principles
The Group has compiled the ESG Report in accordance with the following
reporting principles.

Materiality

e The Group identified the materiality of ESG topics by stakeholder
engagement and materiality assessment. The details are explained in the
section of “Materiality Assessment”.

Quantitative

e The Group disclosed the information of the standards, methodologies
and source of conversion factors used for the reporting of emissions
and energy consumption. Please refer to the relevant section in the ESG
Report for details.

Balance

e The ESG Report presented the Group’s environmental and social
performance in an impartial basis to provide an objective reporting
disclosure for readers.

Consistency

e The methodology adopted for disclosing key environmental and social
performance indicators is consistent with that of the previous reporting
period.

Contact and Feedback

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

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

Board oversight

The Group acknowledges that a robust ESG governance structure can intensify
the Group’s ESG management and ensure the sustainable principles can be
fully incorporated into our business value chain. The Board has the ultimate
responsibility in overseeing the Group’s ESG issues and conducts regular
discussion and review of ESG strategies, material ESG topics, risk management
and performance.

The Board authorises our senior management to discharge its duties, in order
to exert the effectiveness of the ESG governance. Our senior management,
composed of representatives from different departments, is responsible for
assisting the Board in reviewing, assessing and making recommendations
on the ESG measures executed by operational units to fulfil the determined
goals. Our senior management reports the ESG matters and the progress of
implemented measures and performance to the Board on a regular basis. Our
departmental units assist the execution of the ESG management, ESG data
collection and performance track as well as feedbacking the limitation and
difficulties during the execution to our senior management for refining the
management approaches.

Board of Directors .

EEE .

BEREGERR
Senior Management BT BRI

EREEE

Departmental units

Gl .

review
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RE HERERRE

EEgEE

AEERARRORE AR REORBRBTUMAA
SENRE HRREAEE  YRRTHERROR
TREMARANEEEER - FEEULBALENR
5 HEREAFHABRKASL WHRE HERE
RER  BEXBE HERERAR BREBNERE
B NER

EEERERMNERERERTARE ARERE
HEREDARORY - AFNBRERE A TR
REAH - AEGBEFERMN  FENEREBHMA
ERE B EMERNRE  HERERER - HANE
REEBETHREZGHERE HEREAZEURE
IR ERANEN - ZONBFIHBIRTRE  HER
BRER RE HERERMBREMERER LK
BTERTPOBRHNAERBERTRRERE U2
BRIE .

* Identify, analyse and evaluate ESG risks and opportunities

BH - DT REHERE  HERERARREKE
e Formulate long-term direction, strategy and target setting
HERDIH  RERER
Determine and review the materiality of ESG topics
EERBHRS HEREAABNEEN
Allocate and provide sufficient resources for ESG management
BRE HEERERNERRERHER
e Review and approve annual ESG report

ERRBEFERE HEREARE

e Coordinate the communication with stakeholders
e Carry out materiality assessment

e Formulate ESG policies and work plans
HIERE B RERRERT (FaH 8l

e Manage and monitor ESG implementation, performance and targets
ERNEERE HEBRE)

e Coordinate the greparation of ESG report
BERSE  HEREARENRER

* Report ESG issues to the Board regularly
AEFETHRERE HEREREE

ER BULER

¢ Collaborate the ESG management and initiatives along the daily operation
BRE HEREREERERBRARREE
e Collect relevant ESG data for reporting disclosure and performance

RBERE AR RERRRS  HERERURE
Refine the data collection and monitoring methodology to better track
the performance progress of key performance indicators and targets

REHBREREENE  NERENBRENERR A RARER
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ESG GOVERNANCE (continued)

Board oversight (continued)

Followed with the enterprise risk management process, including
identification, assessment, monitoring and reporting, the Group conducted
risk analysis and identified corresponding risk areas for further review of their
impacts on our business operations. The change of risks will be timely reported
to the Board and determine appropriate and effective measures for risk control
and mitigation.

STAKEHOLDER ENGAGEMENT

The Group acknowledges that it is of paramount importance to maintaining
regular engagement with our stakeholders, which enables us to better
understand their expectations, concerns and perspectives associated with
the business operations and development, as well as ESG management and
performance. Simultaneously, their constructive opinion and insights allow us
to further enhancing our business strategies in achieving sustainable business
operation. During the Reporting Period, we identified our key stakeholder
groups as customers, business partners, employees, shareholders and investors,
government and regulators and the community. The below table illustrated
the adopted communication channels for engaging our stakeholders to ensure
building quality communications with our stakeholders.

BE HERERRE A

ESESEE(A)
BRECEERERRE  BREER A SHRERE
AREETRRO MY ECARRARSEL  UE—FSEE
AUAREHB2ENTE - ARNZLEREAEZER
& WEEEERARORREHMERER -

BhESH

TEERE BRHERBTHARENER  HEHR
MTEBANSEE AREBZEREENRE HER
BREERERNBIREL - AR MERRIENE
ARARERMTE-SRERBER  NERTHER
REBZE - NREHN - AMBA T IBOBNERT
PXBEH EE BREREE BRREEHREMA
RitE - RRVERHENRHER TRELESNE
BRARANEERE

Stakeholders Communication channels Stakeholders’ Concerns and Expectations

BirE BERE B ENEENHE
|
Customers e Company website e High quality of services
zP REMEE BB MR
e Client interviews * Privacy protection
L RERLE
* Regular meetings
THem
e Customer feedback and complaints
RPERREREGH
* Mutual visit and site survey
ERi) e
Business partners e On-going direct engagement *  Fair competition and business integrity
(Service providers BEERHE DNERENEERE
and contractors) e Supplier selection and performance assessment e  Long-term cooperating relationship
FHBH (REHERR PR GRER RAR AR REAAERE
PBH) ¢ Procurement and tendering
REREE
e Site inspection
RSt
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STAKEHOLDER ENGAGEMENT (continued)

Stakeholders

Communication channels

BOESHEE)

Stakeholders’ Concerns and Expectations

BiE BERE KOENEINRE
Employees e Emails e Remuneration and benefits
35} EFHH AL
* Regular meetings e Career development
THER o
e Business briefings e Protection of employee rights
FHER {RAE (R 2R
e Annual staff performance review e Occupational health and safety
FREBTRANE BERENZZ
e Employee training e Corporate support
(H2EE] REXHF
e Employee activities
EEE
Shareholders and e Company website e Sustainable investment returns and business
investors RAME development
BRERREE * Annual general meetings RERECRREBER
RRBFAE ¢ Transparent financial information
* Investor relation meetings ERNMTHER
REXHRES Operation compliance
* Corporate announcements and 2EAH

Government and
regulators

HRMEE#E

Community

&

communications
RARERER
Annual and interim reports

FERERPHRE

Regular document submission
EHRRM

Regular communication with
regulatory authorities
BETRETHER

Compliance inspections and
assessments

BRRERHE

Circulars, standards and guidelines
B BRI

Forum, seminar and conference
W MHekes

Emails and phones
ETHHRER
Charitable activities and voluntary services

EELYLETRG
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Operation compliance
2EAA

Fulfilment of tax obligations
BITEm RS

Job opportunity creation

BlEpRKE

Participation in local community
SEAMHEEE
Support for community welfare and investment

SR RENMRE
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MATERIALITY ASSESSMENT

The Group conducted the materiality assessment, facilitated by an external
consultant, to identify the ESG topics that are matter most to the business
operation and our stakeholders, and determine the direction of reporting
disclosure.

J

® [dentify the list ® Proritise the ® Evaluate and
of ESG topics materiality of finalise
associated ESG topics LW FEE
with business HBIE e
BRI R TS A R Y EaBEnERIE
RE - -dHegkEn BEONERIR
I

EERMFE
EBENBEMNBY T T BB  IBTYE
BELNRMOBPESSENRSE  HEREATE
R T -

)

J J

In reference with the ESG Reporting Guide and global reporting standard
(e.g. GRI), together with considering the current business operations and
development, we have identified a list of 25 ESG topics which are influential
to the Group’s business operation and our stakeholders. Our stakeholders
(e.g. customers, business partners, employees, shareholders and investors etc.)
are invited to share their perspectives in ESG and rank the materiality of the
identified 25 ESG topics towards the stakeholders themselves as well as the
Group's business operation via an online questionnaire.

The materiality of each of ESG topic expressed by the stakeholders is illustrated
in the below materiality matrix after an internal evaluation. The ESG topics
that are categorized as high importance are fell on the top right quadrant of
the matrix. The result of the materiality matrix and the identified material ESG
topics is reviewed and finalised by senior management and the Board.
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MATERIALITY ASSESSMENT (continued) BEMTG(E)

HEFNENEENY

Importance to the stakeholders

Low importance

RE21E

Importance to the business operation of the Group

HAKEXBEENEEM
‘ Environmental Issues 3255 H @ Operational Practices /4T
‘ Employment and Labour Practices 3t % & %5 TEE O Community Issues 1T [EEET
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MATERIALITY ASSESSMENT (continued) BEMTG(E)

Aspects ESG Topics
gib: BE - HEREREE

Environment . Air emission
RE ZESRBEIR
Energy efficiency
REIR R 2
Greenhouse gas emissions
BERBHER
Climate change and response
RIRB K FEY
Waste management
BERYEE
Water and wastewater management
KR EEKEE
Green office
BREORNE
Green procurement
BRERE
Materials selection and use

RERERDH

Employment and . Employment rights and benefits
labour practices PEEF KRBT
MERETIER . Employee recruitment and retention
STHEERHEHE
. Employee engagement
BET2®
. Diversity and equal opportunities
ERRTPERE
. Occupational health and safety
BEEERZE
. Employee training and career development
STEIIRBERR
. Elimination of child and forced labour
HRETRRESE
Operational . Service quality control
practices PR 7% fm 2 42 )
EBRESR . Customer health and safety
EFRERZE
. Customer privacy protection
EFEMRRE
. Customer satisfaction
EFRRE
. Customer complaint handling
BREEF&FR
. Intellectual property protection
REEAHERE
. Supply chain management
HEEEE
. Anti-corruption

RES
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OUR ENVIRONMENT

Sustainable business operation emphases not only social and economic
development but also environmental conversation. With our core business
in interior design solutions service provision, we are dedicating our efforts
to integrating environmental considerations into our project solutions and
product lifecycle management, for reducing emission and optimising energy
consumption and resources utilisation.

By the implementation of environmental management system accredited
with ISO 14001:2015 certification along the business operations, the Group
identifies the underlying environmental risks and opportunities associated
with business operations, formulates corresponding management procedures
to mitigate the adverse impact of different environmental aspects, as well
as making continual improvement through close performance monitoring
and evaluation to ensure the efficacy and effectiveness of our environmental
management.

As a recognised member of the Hong Kong Green Building Council, we
granted more opportunities in participating environmental protection
workshops to understand the measures on improving building interior design
and mitigate pollution in accordance with BEAM Plus interior guideline.
Besides, we disseminate our ESG practices and convey the value of energy
conservation and environmental protection to our customers in our service
provision, in order to lead more enterprises and individuals to reduce resource
consumption.

During the Reporting Period, the Group has strictly complied with relevant
environmental laws and regulations where we operate such as Waste Disposal
Ordinance (Cap. 354) of Hong Kong Special Administrative Region (“HKSAR”),
Noise Control Ordinance (Cap. 400) of HKSAR and Motor Vehicle Idling
(Fixed Penalty) Ordinance (Cap. 611) of HKSAR. The Group did not aware of
any breaches of relevant laws and regulations relating to air and greenhouse
gas (“GHG”) emissions, discharge into water and land, and generation of
hazardous and non-hazardous waste.
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OUR ENVIRONMENT (continued)

Emissions

Air Emission

The air emission is mainly generated from the transportation of company
vehicles for site inspection and daily travel. On this account, we properly plan
the driving routes before travelling and conduct regular car maintenance and
inspection to ensure the car engines are functioned properly and reduce excess
air emission from transportation.

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

AFNERR (&)

2 3

BERA
BRERIEREGAANEFNENZRRAFTHITNR
BBl RAELANEZERITERGRTER ¥R
HETERRERRE  BREFSILEELE LD
RBMELNBEETEN -

TREJIBELNEFELOBERSANINE :

2019/20
~T-0/-TEE

2020/21
—Z2-%/--FF

Emission Unit
EES k3 Bfi
Nitrogen oxides (NO,) kg
A8y DT
Sulphur oxides (SO,) kg
kXl D
Particulate Matters (PM) kg
Lk NI

Greenhouse Gas Emission

The greenhouse gas emission of the Group during the Reporting Period is
derived from fuel combustion from vehicles owned by the Group (“Scope 1
emission”) and the consumption of purchased electricity (“Scope 2 emission”)
for daily office operation. We recognise that GHG emission from Scope 2
accounted for the largest proportion among the overall GHG emission, and
as a result, we formulate green office guidelines in different aspects (which
is illustrated in the section headed “Use of Resources”) for our employees
to follow and enhance their environmental awareness to reduce energy
consumption.
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4.06 1.95
0.13 0.11
0.30 0.14

BERBHER
AEERREBNRERBERREASEREFEHNR
BHtE ((BENHERD) AR AERAZEENIINEE B
FE(EEER)) - BMEREERO R T REF RN
BERBHERPEEALL Bl ZAHE T TREE
E’]Zi@ﬂ#ﬂﬁ]&a%“ﬁ/\fﬁﬁﬁﬂﬂ B EiAR) - R
BTHER RetMARRES RLRERE-



Environmental, Social and Governance Report
R HEREAHS

OUR ENVIRONMENT (continued) BFNRE (&)
Greenhouse Gas Emission (continued) BERBHER(E)

The GHG emission of the Group during the Reporting Period is illustrated in ~ TRBIAEERBEANNEERELNE -
the below table:

GHG Emission’ Unit 2019/20 202021
B E R B “E-N/EEFE “R-R/FE
Scope 1? Tonnes of carbon dioxide equivalent (“tCO,e") 22.85 19.23
HE12 M_StiREE
Scope 2° tCO,e 60.20 53.84
#ED W= BB
Scope 3* tCO,e 38.12 0
#E3 Wi %ﬂﬁﬁﬁ
Total GHG emission* tCO e 121.17 73.07
BERBEHNE “ElER
Intensity® tCO ,e/HK$'000,000 1.54 0.84
nES “ERERFEEETIA

tCO e/full-time employee 2.77 1.92

oS HER SR2BET
Notes: 3R -

1. The calculation of Scope 1 and Scope 2 GHG emissions is referenced to the Hong 1. #E1RBEERZREHNERLZBERMAN(FERE

Kong Government’s Guidelines to Account for and Report on Greenhouse Gas DHBERBHHERABNZENRERSD(CE-2ER)
Emissions and Removals for Buildings in Hong Kong (2010 Edition) and the 2020 Hong M(CCZ_ZFRRUBBERRE)MA SR/ - #I20215F
Kong Electric Sustainability Report. The number of full-time employees based in Hong 6308  ERMERMPBETARAIBA
Kong office as at 30 June 2021 were 38.

2. The direct emission (Scope 1) includes the mobile combustion of company vehicles. 2. EEREHFR(EE)SEQAESNTHRMEITE -

3. The energy indirect emission (Scope 2) includes the purchased electricity consumed by 3. gRMEHR (EEL) REAEENE BN ZRAEENHINE
the Group in Hong Kong office. £

4, The other indirect emissions (Scope 3) includes the business travel by the Group 4.  EfofH (BE3) BREASEMNEHKRET - BR2019E
only. Due to the travel restriction under the Coronavirus Disease 2019 (“COVID-19”) HAEREE THIRITRE BN =-F-%/Z—FEVER
pandemic, no Scope 3 emission was recorded in 2020/21. SEE3HEA -

5. The GHG intensity is the sum of Scope 1 and 2 emission divided by the annual 5. EEREREZHBENFRANBATERAN2EE
revenue and the number of full-time employees. TAE-
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B HERERTE

OUR ENVIRONMENT (continued)

Waste Management

The major waste production from the Group comes from daily office
operation. To handle the waste wisely and reduce our waste in the lowest
extent as our directional target, the Group advocates green office practices
with 4R principles (Reduce, Reuse, Recycle, Replace) to guide our employees
on sustainable use of resources. The key measures that we have implemented
to facilitate our employees in waste management and fulfil our target in waste
reduction are illustrated as follow:

. Setting up recycling facilities (e.g. recycle collection box for plastic
bottles, recycle paper bag and collection box for single-sided printing
paper next to the copier machines)

. Provide reusable cutlery and plates in our pantry

. Display notice or poster to remind the proper ways of recyclable waste
separation

. Conduct regular checks to ensure proper source separation of waste

. Provide a clear guideline for recyclable plastic to indicate the

appropriate material can be recycled to collection points

All the recyclable materials are collected regularly and consigned to licensed
waste collectors or property management company for proper disposal in
compliance with relevant regulations. A limited amount of cartridges and
Waste Electrical and Electronic Equipment are generated in office operation
and handed over to service providers and/or licensed waste collectors for
handling and processing respectively. Looking forward, the Group will
continue to monitor if any significant hazardous waste generated from our
office, review our current waste management practices and set waste reduction
target(s) when appropriate.

Waste Generation Unit
EEZEEY B

EANRR (&

BEYER
AEENEENTEREATHATLE - ARTHEE
BEY THEEEMRLISREREEAEMNARE
2 AEEEEGZERLE  FRRRAGIVER &
BER DWER - BRER)  WESHRMAMETH
EMFERER BMAREEINEENEERERRD
BEEYBEMRRNEEEBNT -

. E@W&ﬂﬂ@%%@&ﬁ Bl G20 P
MERITERKER) -

o FKERHEAEEEANEARET
o REBSWER REVDYSIRENBNERDA

o EEHRE BRBRMORENFEIE
o RUERBRREMG—ERENEL  EREENYD
OISR ETE S

BN REHEEERRE  TREREERYEER
INEFEERAERARRTETEERE - RARLE
LENRERNEERETERARRLS  RFEEYD

AR FRBEEER ARBEENREBRE - REXR
X ARBEREEE RPN ZARELANEARN
ERERY FEAARTHERNERER  THEER
BRHER S BRNNERE

2019720
—0/ =5

2020/21
5%/ -FF

Hazardous waste

REERY

Hazardous waste Tonnes

BERERY WA
Tonnes/m?
W,/ 7K
Tonnes/full-time employee
W/ BEEHET

Non-hazardous waste

BEBRY

General waste Tonnes

—REEY W

Intensity Tonnes/m?

B W,/ K
Tonnes/full-time employee
W,/ BEEMET

—Z2-—%E#% Annual Report 2021

0.0169 0.0237
0.000015 0.000022
0.00056 0.00062
3.54 3.64
0.0032 0.0033
0.12 0.10
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OUR ENVIRONMENT (continued)

Waste Management (continued)

Notes:
1. Hazardous wastes include toner cartridge and computer accessories.
2. Non-hazardous wastes include the domestic waste, wastepaper and waste plastic.

3. The floor area of the Hong Kong office is 1,098.21m’.

Use of Resources

The Group promotes green office practices in terms of energy, water and waste
to minimise resources depletion and optimise resource usage. We expect all
our employees to oblige the shared responsibility and participation to achieve
the goal. Meanwhile, we offer recommendations on energy-saving strategies
to our customers in assisting to achieve energy saving and reduce GHG
emissions, as well as sourcing materials from sustainable resources in order to
achieve this ultimate goal.

Energy Use

Our green office guidelines indicate our dedication to energy-saving and
reduce electricity consumption. An assortment of energy-saving practices in
the form of signage and posters are attached near the office equipment and
working area, with the purpose of notifying our employees the importance of
energy saving and cultivate energy-saving habits.

We strive for conserving energy through the following measures:

. Switch off electrical appliances when they are not in use (such as
air-conditioning, computer, printer, photocopier, lighting, etc.)

. Set office appliance in idle-mode by default

. Select and procure energy-efficient electrical appliances with “Grade 1”

energy label

. Maintain an average indoor temperature between 24 - 26°C to save
energy

. Unplug the unused mobile phone charger or other charging devices

. Use energy-saving light bulbs, such as LED lighting
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B HERERTE

OUR ENVIRONMENT (continued)

Use of Resources (continued)

Energy Use (continued)

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

En\ergy Uni\t
E s

EANRR (&

BRER(E)
BRI (&)
TREFIARERBRE HROREFRFE -

Purchased electricity MWh

SNEEN JKE

Mobile fuel consumption MWh

B ERE KR

Total energy consumption MWh

LB E K E
Intensity MWh/m?

BE KRB,/ F oK

MWh/full-time employee
KEE, BEEBET

Following the result of materiality assessment, the issue of energy efficiency is
not considered as highly material for the Group. Hence, no energy efficiency
target(s) is set and disclosed during the Reporting Period. We will continue
to monitor and evaluate its relevance and materiality to the Group and will
disclose the determined target setting in future where appropriate.

Water Use

The Group endeavours to utilise the water resources in an efficient manner.
We have implemented the following water conservation measures to remind
our colleagues on water-saving:

. Avoid washing hands under running tap

. Tighten the faucet to prevent water dripping

. Maintain regular inspection on water facilities to ensure no leakage and
dripping

. Report the water pipelines leaking phenomenon to the property
management company in time

. Attach water-saving signs in washroom and pantry to remind employees
on water conservation

During the Reporting Period, the Group did not face any problem in water
sourcing as all water consumed in our office is under the control of the
property management company. Meanwhile, the water charges of our office
are borne by the property management company and hence there was no
consumption data record available for reporting disclosure, as well as target
setting.
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2019/20 2020/21
“N/-ZEE T/ -—5F
75.25 75.84

83.26 70.05

158.51 145.89

0.14 0.17

5.28 3.84
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OUR ENVIRONMENT (continued)

Use of Resources (continued)

Packaging Materials

Regarding the business nature of the Group, the consumption of packaging
materials is inevitable but relatively low compared with other factory-based
businesses. During the Reporting Period, we reused the carton boxes and
plastic bags received from our suppliers for material storage and transportation
and thus reduced the new purchase of packaging materials.

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

Packaging Materials Unit
RN B

R5 > S REREE

AFNERR (&)

BRER(E)

BERYH
RARENRBUEN S  BROHOBERITIR B
FHOERTBOEHAYRD - RREHR - FARFE
EERAHERRANERLBR  FREDHESZ
A MBS BARNBENE -

TREJIARERNBEHRNNBRNHAE :

2019/20
—E-h/Z2FE

2020/21
—Z2-%/--FF

Paper Tonnes
] IiA
Plastic Tonnes
B& A
Stretch film Tonnes
REERE A
Bubble Wrap Tonnes
Eapaiol TiA
Tape Tonnes
B TiA
Total Tonnes
mEt A

The Environment and Natural Resources

Apart from the implementation of environmental management system and
green office practices (e.g. promote the electronic application for our internal
communication and document circulation), we adopt more eco-friendly
approaches in our procurement and product lifecycle management for infusing
the sustainable concept into different parts of our business operations. For
instance, we opt for the products purchasing and/or manufacturing locally
or the regions nearby Hong Kong to shorten the transport distance, in turn to
reduce carbon footprints. The adoption of fagade pre-fabrication can enable
us to strictly control the product quality and minimise additional modifications
or rework compared to onsite fabrication. This practice not only reduces the
operational cost and simultaneously reduce the amount of waste effectively,
which mutually benefits our environment. During the selection of materials
for the service provision of millwork and furniture, we look for the materials
emitting fewer irritating substances (e.g. formaldehyde) during installation
or use to reduce the impact on the health of the users and the environment.
Furthermore, we adopt wooden material sourced from FSC-certified forests to
preserve biological diversity.
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OUR ENVIRONMENT (continued)
Climate Change

The pressing concern of combating climate change is circulated globally,
such as Hong Kong Climate Action Plan 2030+ and the Paris Agreement to
prevent the further rising of global temperature. Owing to the recent natural
hazard occurrences are more severe, the Group recognises the emergency of
addressing climate risks that may impact our stakeholders in our operation.
The Group has identified the following possible climate risks:

Physical risk

. Acute risk: The increased severity of extreme weather events (e.g.
typhoon, storm) may cause damage to our office building and the
delivered facade and further interrupt our business operation

. Chronic risk: The increased severity and frequency of extreme weather
events (e.g. flooding caused by rising seawater level, heatwave) may
cause the office building to submerge and damage the delivered facade
and further interrupt our business operation

Transition risks

. Policy risk: Increasing the price of GHG emissions by the latest
implementation of carbon-pricing mechanisms, increase operating cost
and pose a potential risk of financial instability

. Market risk: Higher demand for environmental-friendly and low-carbon
goods and design services may be resulted due to the shift in
customer preferences. Moreover, limited natural resources and higher
transportation cost due to increasing climate-related weather events
that may increase the cost of raw material and risk of our millwork and
furniture provision business

In order to minimise the risks that pose negative impacts to our operation,
we will continue to monitor the update of HKSAR policies and regulations
and strictly complied with all applicable laws while encouraging our
sub-contractors and suppliers to do the same, we will integrate climate risk
into our interior risk assessment in the future for effective monitoring and
management of the risks identified above.
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OUR EMPLOYEES

The Group recognises our employees are pivotal for sustaining our business
development in terms of creativity, experience and expertise, as their
innovation are essential to maintain our competitiveness in industry. We
devote to provide an equitable, fair and safe working environment for our
employees with prospective career and personal development and foster a
corporate culture with employee care and effective collaboration. The Group
has also formulated a series of human resources policies to ensure all our
employment practices complied with the statutory requirements of the regions
we operate (e.g. the Employment Ordinance (Cap. 57) of HKSAR, Employees’
Compensation Ordinance (Cap. 282) of HKSAR, Mandatory Provident Fund
Schemes Ordinance (Cap. 485) of HKSAR and the Minimum Wage Ordinance
(Cap. 608) of HKSAR) and create values to the overall workforce and business
chain.

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

Employment Practices

Employee Terms and Benefits

The Group has formulated the employment policies, terms and benefits,
which are clearly stated in the staff handbook, and provide guidance for all
employees. The Group offers competitive remuneration package, including
monthly salary, leaves, fixed working hours, allowances, health and travel
insurance, discretionary bonus or commission and Mandatory Provident Fund
(“MPF”) schemes or social insurance, to our full-time employees according to
the applicable labour laws and regulations where we operate in order to attract
and retain our high calibre talents. Our employees are entitled to sick leaves,
maternity leaves, paternity leaves, compassionate leaves, and marriage leaves,
apart from statutory leaves and annual leaves. With an effort to motivate
our employees, discretionary bonus or commission is provided based on the
working performance and capability of individuals in recognition to their
accomplishment and contribution. The Group review annually the merit-based
remuneration package with reference to the prevailed market trend and staff
performance appraisal, to ensure employees are fairly rewarded with salary
increment and/or promotion.

Equal Opportunity and Anti-discrimination

The Group has a commitment in creating working environment that is
conducive to productivity, diversity and inclusion. As a result, we construct a
set of policies to protect our employees free from discrimination, harassment
or vilification in respect of gender, disability, marital status, pregnancy,
religion, nationality, social or economic class, rural or urban, political opinion,
pathogen-carrier or sexuality. All recruitment, transferal, promotion and
training are assessed only regarding their personal merit and performance in
respect of suitability and capability are taken into consideration. The Group
adopts zero tolerance towards any inspected violation practices, employees
who breach the policies will be subject to disciplinary actions including
summary dismissal.

S@EELRARAS CROSSTEC Group Holdings Limited © © o o o 059

R5 > S REREE

ZANES

TEEHG  RAAREMEES  BRMBZMBLER
APNEBRRMNE ZHER - AROANIENHRE
APETEPNRFNIHRER - ARBIRRERESR
R AENZ 2O TERE  RFREGNENER
MEAZRES  THRE-BEZEENRMAENELE
Xt o ARBREHE - RIWANBRER - BIRAAE
MESFRDETRMEEMENBNETER (MEE
BATHR(ERED) (F578) - BRRATHE(ES
MERED) (F2628) - BRRRITRRCEHERAESE
EI1501) (%485%) RBEARBITHER(RETE KA (5
608%)) * REREANEKBAIEEE-

RBEHAN AREYERREMEREBHIMEEE
RERET TEESE - BRE TERE Zl RIX
BUAREA B R BN BB AR ARNE -

ERER

BRI REF
TEECHERERE  GRNEN  YERTFMTH
RS - BMABRTREES - AREREEE MR
MERS TEREAR A2BERRHARFINGS
B8 BEAY RY BTEIR RN REMKER
B BBEAZAeRENELES (BES])EHH
SR ARRLBREFAT - RATRAMFRI -
APNEEREERR  ER BRER BRMRRER-
RABRANET - ZAREBEANTERRMENRHR
BEReRME  URTMEMOKRNER - ARENF
REAREENEENETIRRAER  Y2RRTHEE
LEERITHE  URRESATHESNFRAEF -

FERETIREHE

AEBFNRAERNNEES  SIERARBTINT
ERE - AUt - AMHE—ERE  REAMANEILR
R B BN B2 REC BR HeLR
BE - RSN  BaBA  RREFEIMERFME
B BERDE - ARE BB BT RIEIEF
HHEANES LZERERTESMENTENRE -
FEEHEARERNERTARDTRRRE  ERY
ROBIHRILRRD  BRAFHEE



0B0 - -

Environmental, Social and Governance Report

R5 > AEREREE

OUR EMPLOYEES (continued)

Employment Practices (continued)

Staff Retention

It is of the paramount importance to create a cohesive and supportive
workforce with caring and harmonious working environment to retain our high
calibre talents. To creating a culture of belongingness and enhance the team
spirit, we have organised festival celebrations and recreational activities for our
full-time employees to express our gratitude for their contribution. The Group
encourages two-way open and meaningful communication between line
managers and staff in order to provides opportunities to review work progress,
provide necessary support and assistance to our colleagues throughout their
job duties and feedback their work performance and career development to
facilitate their career and personal growth. A complaint and grievance policy
is also in place to enable our employees to raise the concerns, obstacles and
complaints related to the employment matter and work-related problems
and all the issues raised from our employees will be properly reviewed for
operation improvement and addressed fairly and effectively. Upon the receipt
of staff resignation request, an exit interview will be arranged to understand
the reason for leaving, and subsequently improve our human resources
management strategies to remain our competitiveness among our peers.

Labour Standard

To ensure our business operations are in alignment with high standards of
ethical behaviours and protection of labour rights, we strictly follow the
recruitment policy and verify the candidates and/or employees’ eligibility
for working in related position to prevent any child, forced and bonded
labour being employed. Candidates are also required to submit official
documents (e.g. qualification certificate, job reference records) to validate their
information provided. All the employees voluntarily sign the labour contract
upon the commencement of employment. We will constantly review our
suppliers performance in labour practices to guarantee there is no employment
of child and forced labour along our business collaboration to avoid putting
the Group at any legal risks.
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OUR EMPLOYEES (continued) RENES (&
Employment Practices (continued) BRER (&)
Employee Profile EEBX

As of 30 June 2021, the Group had 39 employees, which consist of 38 BEEZT-—F: A=1H FAEEERAL9EEE  H
full-time employees and 1 part-time employee. Our voluntary tumover rate R EE8E2BEERILRBES - ZAMMEARTLE
was 1.9%. The workforce profile divided by gender, age group, geographical ~ A1.9% FT&#I =T=F /= ﬁr&lﬁ%%@ Fidl

region and employee category in 2020/21 is illustrated as follows: Bl wERERELE D HESHN
Profile of workforce Number of employees Turnover rate? (%)
EEHR EEAZ MREA(%)
|
By gender
boged Ik )
Male 22 3
Bt
Female 17 0
g3
By age group
RERARED
<30 3 0
30RIAT
Age 30 to 50 22 4
305RE505%
> 50 14 0
50580 £
By geographical region
BEE D
Hong Kong 31 2
!
Mainland China 5 0
R
Germany 3 0
(e
By employment category
BERERES
Senior Management 6 0
BREEE
Middle Management 23 3
PREERE
General Staff 10 0
—HET
Note: 3T -

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

2. The turnover rate covers employee voluntary resignations and retirements. 2. AR REEERIRA -

3. The employee turnover rate equals the total number of employee turnover in 3. EEHKRSHMAEMEGINES 7K BEH AR
corresponding gender group divided by the total number of employees in the gender o

group.

4. The employee turnover rate equals the total number of employee turnover in 4. EERAXRERABRFRAZNNEERKXEHBUZTRE
corresponding age group divided by the total number of employees in the age group. RIES B -
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OUR EMPLOYEES (continued)
Health and Safety

Safeguarding employee health and safety is our foremost priority under our
business operation. Consequently, we have strictly complied with all the
applicable health and safety laws and regulations and implemented various
occupational health and safety (“OHS”) measures to maintain a safe working
environment for our employees.

Some key OHS measures implemented in our office during the Reporting
Period are as follows:

Provide adjustable seat and computer equipment;

Maintain good housekeeping in working area and office area;
Provide sufficient storage space on working table;

Arrange regular office inspection and maintenance; and
Equipped with first aid kits for instance minor injury treatment

In addition, a breakout area and gymnastics facilities are offered in our office,
which can allow our employees to exercise and get refreshment from chronic
working to prevent any occupational disease and fatigue.

Besides, we require our employees to attend Mandatory Basic Safety Training
Courses training to recognise the underlying risks in project work and adapt
appropriate safety measures before entering different project work sites. For
example, safety helmets and safety shoes should be worn before entering the
furnishing workplace for site inspection. We conduct general safety orientation
for our new employees and take part in the regular fire drills organized by
the property management company in order to equip their knowledge and
skills about office safety and fire evacuation. We also require all our engaged
suppliers must follow and work along the respective safety requirements under
the landlords and/or property management companies during the site work to
safeguard the workers and prevent accidents.

The Group strives to promote work-life balance with a variety of employee
activities such as sports activities and staff activities to allow our employees
make relaxation and stress out from work, or even pursue personal interests so
as to maintain a healthy lifestyle after work.
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OUR EMPLOYEES (continued)

Health Preventive Measures under COVID-19

With the outbreak of continuous COVID-19 pandemic, the Group has been
closely monitoring the COVID-19 situation throughout the regions where
we operate. We have strictly followed the epidemic policies, regulations
and precautionary measures of local government to ensure the safety and
health wellbeing of the employees and workers for minimising the spread of
COVID-19.

The Group has implemented the following preventive measures in our business
segments to safeguard the employees’ and workers’ health in workplace,
including but not limited to:

. Keep environment clean and regularly disinfect frequently touched
surfaces such as door handles, furniture and commonly shared items

. Require employees undergo a daily body temperature to ensure they are
fit to work and maintain good personal hygiene

. Require our employees to stay home when they feel unwell and/or are

showing symptoms of COVID-19, seek medical attention and report to
relevant department for record

. Maintain adequate epidemic prevention materials in our operations for
cleaning and disinfection

. Provide hand sanitisers in the office to perform hand hygiene frequently

. Require our employees and visitors to wear surgical mask all the time in
the office and at the office building

. Remind employees to avoid going to crowded places

. Circulate the health advice and updated news regarding COVID-19
pandemic through emails to remind employees on hand hygiene, cough
etiquette and COVID-19 infection prevention

. Reduce face-to-face meeting and site visits and replace by online video
meetings in minimising the physical contact and keep adequate social
distancing

. Implement appropriate rostering arrangements (e.g., flexible working

hour arrangement, team shift and work from home alternatively) to
reduce the flow of people in workplace

Additionally, the Group provided various assistance to collaborate with our
employees in combating against the unprecedented pandemic during the
Reporting Period, including offered mask purchasing from trustworthy Japanese
pharmacy and arranged online seminar hosted by Hong Kong Institute of
Human Resource Management (HKIHRM) to raise employee awareness in the
labour right under the pandemic and the workplace safety and hygiene under
business operation.

S@EELRARAS CROSSTEC Group Holdings Limited © © o o o 083

R5 > S REREE

ZFNES (&

20197 Ak 75 3 7% A0 22 B TR B 18 B
BE2019TRASHRERFERE  A£E— BT
BEFTEEHEMN2019BRRSHEE - ROBRIRETA
WHFERIEBR  ERAIEEE  REEINIAH
ZERER ZBER019BRASHAEE -

FEECERMNEB BERTIINRERE  URES
INTAETESANER  SRETRR

o RERBEZ THESEEEENERE HINF
- FENLRERNDR

o EZREIGREREIRE UEROMAEAIE
TRERTNEAGE

o ERFEMHMETIERETELK/HHIR2019TME
ERNEMRBRERT KB YRABBHARS
3

o REMANEBPRETANHRYETERNHE

&

o RERERMBRETR SEERET

o BIRFERBREMRAAERLALERBIN
HOoE

o REBTERIEHETNES

o RBETHAENAE0IERRSRRENRE
BENRHHE RESTIZFRETF uMe
BEREF2019BM %S R EE

o ROEHEEFNRGDHE  ARLEREERA -
BERLSBER RERALER

o EBm@EHRETH(PINEZIERRRZE  BH
HR@RERLIE) - RS IESMNAR

BAN RBESR - AEERETRHESBHE 28T
—EHRAARENERSE  ERRESEENBRERE
BEOZE URZHBEBANEARERSEERNG LT
HE URRRTERBTHETRNNEXBEETNT
SRR NEEER -



Environmental, Social and Governance Report

R5 > AEREREE

OUR EMPLOYEES (continued)

Health Preventive Measures under COVID-19

(continued)

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

ZAMES (&)
20194 H 5 R &1 ()
REEHR FEECHTRERBRZ 2MER AR

ER(MEBRRTRR(BER 2 LRBEED) ($509
B)) TERTERERCHERRRTBRATERY -

2018/19 2019/20 202021
“E-N/-NEE ZE-N/-FFE —F-F/-—FK
|
Number and rate of work-related fatalities during the past three year 0 0 0
BE=ZFRITHNABRLE
Rate of work-related fatalities 0 0 0
AT Tt =
Number of work injuries 2 0 0
TE#AE
Lost days due to work injuries 1 0 0
EAIBBRAIIERE
Staff Development and Training ETRERIE

Our business growth and success lie on a team of competent and professional
workforce. The Group offers training and development opportunities for our
employees at all levels to motivate and build up their latest professional skills
and knowledge in order to meet the ever-changing needs in the industry.

The Group conducts annual employee performance appraisal for each
employee to evaluate his/her attributes, personal ability and working
performance. By reviewing the result of annual employee performance
appraisal, the Group can further determine the staff training needs, in order to
equip our employee with professional, management and interpersonal skills in
contribution to business success.

On-the-job training including taxation updates, human resources training,
market trend updates and legal requirements, IT training and MPF training
is offered to help employees enriching professional knowledge of their job
duties. Under the situation of the prevailing COVID-19 pandemic, we alter the
training modes from face-to-face to virtual training (e.g. webcast and webinars)
to minimise the risk of transmission of COVID-19.
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OUR EMPLOYEES (continued) RENES (&)

Staff Development and Training (continued) BIRERENE)

The Group maintains the career ladder in place to build talent development ~ AEEH#BFBEHROBS UBIATEEAABET
and motivate our employees to advance their careers, uphold higher level of &7 ERESKTNBENES LTRSS - Al EH
job responsibility and high morale. As such, internal promotion will be given — BB Z=HE - KFASELZERADRKESES I
priority to competent employees when there is a job vacancy in recogniton ~ATEEEMER - SHBHIEEGREURNEEIEFE
of their achievements. The managers of different departments will consider ~ EREEREFMBA - HEFLEEANS RESFELE -
selecting employees to move to a higher-level position which better matches

their skills and aspirations for grooming further leaders and skill development.

In 2020/21, the Group has arranged a total of 139 hours of job-related training  HWZ=FT=F/=—FF  AEEELZHA L1339/ EHT

covering different professional areas with 82 percent of employee trained. ERBE - BESEEEEE  ZIEEES2%
Employee Training Unit 2020721
BEE Bfi T/ -FE

|
Total hours of employee training and percentage (%) of employees who received training Hours 139 (82%)
EEXIREHRZIEERDL /N
Average hours of employee training Hours 3.56
TR EXIRE N

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

RIERIBI D 8 AR B ZHIME B B 2 H (%)

By gender

EHRIESD
Male Hours 5.09 (56%)
St N
Female Hours 1.59 (44%)
egid AN

By employment category

ZERERE S
Senior Management Hours 7.3 (19%)
BRERE N
Middle Management Hours 3.9 (72%)
HREEE N
General Staff Hours 0.6 (9%)
—RETL AN
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OPERATING PRACTICES

With the mission of providing bespoke interior design solutions and
materialising the design concepts into the internal layout of clients’ retail
boutiques, the Group recognises our responsibility to instil the sustainability
concept into our business chain by promoting green and eco-friendly design,
and collaborates with our business partners for adopting sustainable business
management. In meanwhile, maintaining high product quality through
stringent quality assurance and compliance with the relevant laws and
regulations are our commitments to society, to foster a high standard of ethical,
fair and sustainable corporate culture.

Supply Chain Management

The Group attaches great emphasis on building a mutually beneficial
relationship with our suppliers and lasting collaboration. Regarding to the
nature of our services, the occupational health and safety of suppliers’ and
sub-contractors’ workers, quality control on subcontracting and material
purchasing fair competition, product and service quality and waste generation
are the environmental and social risks expected to be faced along our supply
chain. In this regard, the Group sets out supplier selection policy with strict
standards in assessing the qualification and competency of suppliers for
business partnership. The Group accounts for all suppliers’ qualification,
track records of project experience and regulatory compliance, prevailing
market price, safety management, quality and reliability of materials/service,
to enhance our product and service quality and safety. We give preference
to the suppliers and service contractors who obtained the certificate of 1SO
14001 Environmental Management System, 1SO 9001 Quality Management
System, I1SO 45001 Occupational Health and Safety Management System or
other accreditation to ensure the environmental and social risk management
is properly maintained. Moreover, we take into consideration the geological
location of suppliers in supplier selection. When there are suppliers and
contractors with similar qualifications, the Group is prior to the selection
of local suppliers for material sourcing to reduce carbon footprint through
transportation.

The Group conducts regular site inspections to evaluate the production
progress, the environmental health and safety management and product or
service quality to ensure our suppliers have fully executed the management
practices and complied with relevant laws and regulations as well as the client
requirements and specifications. In addition, the Group conducts an annual
performance appraisal on the approved suppliers and contractors or after
completion of their contract, with the criteria of safety compliance, quality
of materials/service, the availability of product provision, customers services,
delivery time and after-sale service. For those suppliers who consecutively
perform in poor standard or breach the regulations and rules, we preserve the
entitlement to terminate the collaboration immediately to safeguard the Group
from any legal and reputation risk.
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OPERATING PRACTICES (continued)

Supply Chain Management (continued)

To ensure a fair and open competition in procurement and tendering, we
have implemented an effective monitoring system and management controls
to ensure adequate quotation for price comparison and impartial supplier and
contractor selection, as well as preventing bribery, fraud or other malpractice
in the procurement and tendering process.

Green Procurement
Our product and/or service provision is mainly tailored to our clients’ needs

and requirements. Nevertheless, the Group strive to integrate the green
and sustainable design in our project management as well as selecting and
purchasing green and eco-friendly products and services, in order to minimise
the adverse impacts on the environment.

For instance, the service of millwork and furniture provision, we require our
engaged suppliers to obtain Forest Sustainable Certification (FSC) to secure
the used wood made with materials is from well-managed and sustainable
forests, in order to protect the biodiversity and habitat. Apart from promoting
the purchase of FSC certified products, we strive to apply green product
design through substituted by environmentally responsible materials including
recyclable, reusable and lightweight material to reduce the burden to the
environment. Taking paper honeycomb core as an example, adapting this
paper core between wood structures can reduce product weight and further
reduce carbon emissions from fuel combustion during transportation. This
re-engineering and material substitutions to traditional solid core material can
effectively utilise the natural resources.

As of 30 June 2021, we engaged in total of 168 suppliers, comprising 161
located in Asia Pacific region, 5 in Europe and 2 in the United States (US).

Number of suppliers by geological region
ZipE e D ERHE

Country/City

BXR/HH
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Environmental, Social and Governance Report

R5 > AEREREE

PRODUCT RESPONSIBILITY

Project and Service Quality

The Group endeavours to continue to enhance our strong relationships with
our existing clients prioritise their needs and gain their satisfaction in terms of
providing tailored services. Property market business becomes one of our key
focus on the design and interior solutions services to exert our competitiveness
edge. As such, we have implemented the quality management system
certified with 1SO 9001:2015 along our business operations. Besides, we
have formulated stringent quality assurance process to close monitoring of the
working progress and quality of product or service and maintain continuous
communication between customers by providing various channels to receive
service and product enquiry, putting every effort to meet their needs and
requirements to gain customer satisfaction.

For our service of millwork and furniture provision, fagcade development
and fabrication and interior solutions, we firstly hold client meeting to
understand their demand, expectation and requirements on the material use
and specifications, followed by onsite survey and measurement, in order to
offer the detailed design and planning for client confirmation. After the design
and cost planning in material procurement are approved by our clients, we
eventually commission the production by our suppliers in accordance with
the approved drawings and specifications. We closely monitor the various
production stages from our suppliers and request to report the progress and the
status of production and fabrication weekly to ensure the production is aligned
with the schedule and deliver the products punctually. Onsite mechanical,
electrical, construction and fit-out work is conducted upon satisfactory safety
testing and quality-control assessment, together with the final inspection
testing and commissioning to ensure proper installation and fitting.

Additionally, we ensure all our engaged suppliers to strictly follow the health
and safety rules set by the landlord and/or property management company
where the project operates. We require our supplier to have the briefing
sessions before work commencement to ensure that all the workers understand
the safety rules and requirements and implement proper safety measures
during site work to prevent the occurrence of incidents and accidents.

For our design and project consultancy services, we assign a specific project
consultancy team and initiate discussion with our clients for understanding in
views of specific requirements and conceptual ideas comprehensively. Our
team will subsequently prepare the design in terms of layout plan, materials
and colour boards, by considering factors including spatial arrangement,
lighting, materials and security concerns after site survey, different design
options with highlighted suitability are prepared for client selection.
Furthermore, our team will utilize advanced computer software (e.g. 3D
modelling) for mechanical and electrical drawing to outline the finished
overall interior design with the layout of furniture, decoration and other
appliances. We will maintain continuous communication with our clients
for fine-tuning the design to address their concerns in depth before reverting
the final design proposal along with the cost estimation. This enable us to
deliver the functional, tailored and creative interior design in combination with
our designers’ creativity and technical knowledge, as well as catering to the
specific needs with our clients.
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Environmental, Social and Governance Report

PRODUCT RESPONSIBILITY (continued)

Project and Service Quality (continued)

During the Reporting Period, the Group was not aware of any material
breaches of the laws and regulations related to the project quality and safety
as well as no receipt of complaints or product recalls related to our provided
products and services due to quality, safety and health reasons.

Customer Feedback and Complaint Handling
Adhering to the philosophy of “customer-first” and providing qualified
customer service, we place great emphasis on constant communication such
as email, telephone meetings, regular meetings and feedback with clients
to ensure their needs, concerns and complaints raised are treated instantly.
During the Reporting Period, the Group has not received any complaints from
customers regarding our provided products and services nor product recall.

Confidentiality

The Group strives to build a trustworthy relationship with our clients and
protect customer privacy and corporate information protection. Regarding this,
our employees are required to strictly abide by the regulations and guidelines
as stated in the employee handbook in handling confidential information
in order to satisfy the rising concern from our clients in confidentiality and
prevent information leakage. For instance, employees are prohibited from
divulging confidential information, including but not limited to strategic
business plans, financial plans and information, inside information,
unpublished corporate information, contract designs and specifications,
quotation documents, client information, to the third parties during their
employment or any time thereafter without authorisation.

During the Reporting Period, the Group has complied with relevant laws and
regulations such as Personal Data (Privacy) Ordinance (Cap. 486) of HKSAR
and we were not aware of any significant non-compliance cases associated
with privacy matters.

Protection of Intellectual Property Rights

The Group respects intellectual property rights and strictly complies the
relevant laws and regulations (e.g. Copyright Ordinance (Cap. 528) of
HKSAR). The Group’s has set the policy of the use of software by our
information technology (IT) department. Under the policy, no installation of
any unauthorized or illegal copy IT software in the company use computers is
permitted.
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R5 > AEREREE

ANTI-CORRUPTION

The Group is committed to ethical business dealings and upholding of high
standard of integrity. We enact zero tolerance towards any form of financial
impropriety, extortion, bribery, solicitation and corruption practices. Our code
of conduct in the staff handbook and relevant policies are in place, which
are clearly outlined the standards regarding employee behaviours required
from the Company for performing responsible and professional manner in our
business activities, to prevent the conflict of interest, allegation of bribery or
money laundering and other misconducts. The policies and code of conduct
are reviewed and overseen by the directors of the Company and human
resources department regularly to ensure their relevancy and effectiveness
of implementation. Each employee requires to sign the declaration to
acknowledge their understanding of the relevant regulations stated in
employee handbook before employment commencement, subsequently
employee who violate the regulations are subjected to the corresponding
penalty and disciplinary action including immediate dismissal.

The Group is responsible for creating an atmosphere where employees enable
to raise their concerns freely, hence a whistle-blowing mechanism is set up for
employees to report possible improprieties in any matter related to the Group.
The identity of whistle-blower and reporting issues is kept in confidence
to protect the whistle-blower to prevent from any recrimination or unfair
treatment. Our Chief Executive Officer is responsible for case investigation and
valid the relevant reported case, to ensure the case is handled fairly and taken
prompt response and appropriate remedial action(s) for case rectification if
necessary. Depending to the case seriousness, we reserved the right to transfer
to the board of directors of the Company for further handling and the judiciary
for undergoing criminal investigation.

The Group has conducted anti-corruption training for our new recruits through
orientation. Our human resources department is responsible for explaining
the details of anti-corruption policies outlined in the employee handbook and
clarifying any enquiry from the employees in orientation section, to ensure
that the new recruits fully understand the rules and regulations. We put every
effort to create an honest and ethical working culture among the Group and
strengthen the law compliance.

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

The Group is dedicated to disseminating the spirit of service in community
through leveraging our manpower to support people in need and building a
sustainable and inclusive society.

During the Reporting Period, we continued to support the volunteer
programme hosted by Agency for Volunteer Service Hong Kong and took part
in the visiting for the elderly and relatives who need specific intensive care,
demonstrating our commitment to sharing love and caring to our community.
Moreover, we recognise that the all-rounded development of adolescents
is crucial for our future development of the society. We provided financial
support to the secondary students by sponsoring “Future Stars — Upwards
Mobility Scholarship” coordinated by The Hong Kong Council of Social
Service, with an aim to encourage the youth from disadvantaged backgrounds
who demonstrate a positive attitude in adversities or prominent progress in
academic performance and/or personal growth and improve their capability
to move upwards socially. With a contribution to caring for the people,
the society and the environment, the Group continues to attain the Caring
Company logo for 2020/21 by the Hong Kong Council of Social Service.

Looking forward, the Group plans to continue with our benevolent efforts,
employee engagement and expertise to serve our community, and grooming
our professionals through training and personal development in fostering the
industry development to strengthen the connection with our society.
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Environmental, Social and Governance Report
R HBRERRS

ESG REPORTING GUIDE INDEX

ESG Reporting Guide

RE HERER

FEES

Mandatory Disclosure Requirements

BHEERE

Governance
Structure

EREE

Reporting
Principles

HERA

072 -«

A statement from the board containing the following elements:

HEFEHHNER  ERFETIIAS

(i) adisclosure of the board’s over5|ght of ESG issues;

RESSQURE HERELRFENGE:

(i)  the board’s ESG management approach and strategy, including the process
used to evaluate, prioritise and manage material ESG-related issues
(including risks to the issuer’s businesses); and
BEEENRE HEREAETENH IR  BEFE  BRHIIRER
EEZNRE HEREREREE (BRUBTARBNAR) 0B &

(iii)  how the board reviews progress made against ESG-related goals and targets
with an explanation of how they relate to the issuer’s businesses.
EFSMARRE HEREAMBERRTER  YRECHNAAER
TARKARE

A description of, or an explanation on, the application of the following Reporting

Principles in the preparation of the ESG report:

HRRBEARBRSA HERERREEHMAERTHIERRR

Materiality: The ESG report should disclose: (i) the process to identify and the
criteria for the selection of material ESG factors; (ii) if a stakeholder engagement
is conducted, a description of significant stakeholders identified, and the process
and results of the issuer’s stakeholder engagement.

BEN RS HERERBRSRERE  (RNEERS HERERRENA
BLERELREMER u@%ﬁAELﬁH@%@ﬁ ERAINEERD
ENRARBIARNEZENBERAER -

Quantitative: Information on the standards, methodologies, assumptions and/or

calculation tools used, and source of conversion factors used, for the reporting of

emissions/energy consumption (where applicable) should be disclosed.

;k BREREREGRER (WER) ANERE - 5% B R/9E
ETAMER URFFERANEHRAZNIORETHE

Consistency: The issuer should disclose in the ESG report any changes to the

methods or KPIs used, or any other relevant factors affecting a meaningful

comparison.

—@l t BTABERE HEREARETRESH D EXBRERIRRN
(A REMAMTYEFESLBNABRE -
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Environmental, Social and Governance Report
R HERERRE

ESG REPORTING GUIDE INDEX (continued) RE HERERBRERS(A)
ESG Reporting Guide Section/Explanation
RBE e RERREE 25,/ Wit
Reporting A narrative explaining the reporting boundaries of the ESG report and describing  About this Report
Boundary the process used to identify which entities or operations are included in the ESG R AR E
EREE report. If there is a change in the scope, the issuer should explain the difference
and reason for the change.
RERE ?\i@)}a/ui&iﬁ’]l‘:#&iﬂl R EPLERARBHARE -
HERERRENER FERLEEAMNE  BEOARRETRA ERED
A. Environment
B5
A1 Emission
34
A1 General Disclosure Our Environment
—RBE HIRS
Information relating to air and greenhouse gas emissions, discharges into water
and land, and generation of hazardous and non-hazardous waste:
BRBERLBERBHN  MAKRLOHS BEREERRNNELSEN
BH
(@  the policies; and
HER R
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer.
ETHRETAREAYENRBZRZLAD -
KPIA1.1 The types of emissions and respective emission data. Performance Data Summary
BRERERALT  HRWERERABEHENEE - BEUHERE
KPI'A1.2 Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas emissions (in Performance Data Summary
BRENIEE|A12  tonnes) and, where appropriate, intensity (e.g. per unit of production volume, per  EHEEHE
facility).
B (8E) ReeREE (8E2) REREHNE UM E) k (MER) BE
(MABEEEN - BERIEAET) °
KPIA1.3 Total hazardous waste produced (in tonnes) and, where appropriate, intensity Performance Data Summary
BRERIEEA1L3  (e.g. per unit of production volume, per facility). EREBRE
FELREREENEE CAEHE) R (WER)BE (MASESEN - 88R
HiEHE) -
KPI'A1.4 Total non-hazardous waste produced (in tonnes and, where appropriate, intensity ~ Performance Data Summary
BREREEAI4 (e per unit of production volume, per facility). BHEERE
FELREEENEE CAEAE) R (WER)BE (MASESEN - 18R
RN
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R HBRERRS

ESG REPORTING GUIDE INDEX (continued)

ESG Reporting Guide
BR - HERERHEHES

KPI A1.5
BEENIEEALS

KPI A1.6
BRENEEALL

Description of emission target(s) set and steps taken to achieve them.

AT MBEME R R R AENELA RARRN TR -

Description of how hazardous and non-hazardous wastes are handled, and a
description of reduction target(s) set and steps taken to achieve them.
HRRBEEENEEEENN L R LRRE B R R AEDELR
BARERE SR -

A2 Use of Resources

BERER
A2

KPI A2.1
BRENIEEAL

KPI A2.2
BREMEEA22

KPI A2.3
BREMEEALS

074 -- -«

General Disclosure

—REE

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

BRERER(BREER  KREMERIH) OBE -

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

in total (kWh in ‘000s) and intensity (e.g. per unit of production volume, per
facility).
RERESNERER/IREEER(NE  Fh) B2 A TETREHE)
REE (WA SESEN - FERMEHHE)

Water consumption in total and intensity (e.g. per unit of production volume, per
facility).
BRKERTE WUSESEN  BAREHE) -

Description of energy use efficiency target(s) set and steps taken to achieve them.

AT MEERERMG A RRAERELE RMRRNOSR -

—Z2-—%E#% Annual Report 2021

BE #HERERERERI(E)

Section/Explanation
25,/ Wit

Following the result of materiality
assessment, the issues of air emission
and GHG emission are not considered
as highly material for the Group. Hence,
no emission target is set and disclosed
during the Reporting Period. We will
continue to monitor and evaluate its
relevance and materiality to the Group
and will disclose the determined target
setting in future where appropriate.
REEEHFENER - BRI
EREBHHARERARHARETASR
BEERM Al REEHALER
ERBEHMER - RARERERN
HEEEARBROEBRERY ¥
EARBERFERENTAR -

Our Environment — Waste Management

ZMNRE-BERNER

Our Environment — Use of Resources

RAOMRE-ERER

Performance Data Summary

BYBERR

Not applicable
TER

Our Environment — Use of Resources

RAHRE-ERER
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B4 HEREARE

ESG REPORTING GUIDE INDEX (continued)

ESG Reporting Guide

BE - HERERHEHES

R HEREREERL(F)

Section/Explanation

28,/ Bt

KPI A2.4
BEENIEEA4

KPI A25
BREMIERALS

Description of whether there is any issue in sourcing water that is fit for purpose,
water efficiency target(s) set and steps taken to achieve them.
fSREGERKOR LA B EAERE - ARMAAT LA EBRRAEEL
BRAREE SR -

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

Bk mA R e EM N EE (AR E) & (NER) BEEBMH

flo

A3 The Environment and Natural Resources

RERXRER

A3

KPI A3.1
BRENIEEA

General Disclosure

—REE

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

REBTAHRERAREREREAT EOHEK °

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

HAEBRPHRERRRERNEAYERC RREEABY ENTD -

A4 Climate Change

KRR
A4

KPI A4.1
BRANIERAL

General Disclosure

—REE

Policies on identification and mitigation of significant climate-related issues
which have impacted, and those which may impact, the issuer.

A REHCERUEEHRTAELY ENEARRERSENHR

Description of the significant climate-related issues which have impacted, and
those which may impact, the issuer, and the actions taken to manage them.

HREERAEEHRTAELFENEARREREE  REHTH -
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Our Environment — Use of Resources

ARG -ERER

Performance Data Summary

BENEERER

Our Environment — The Environment and
Natural Resources

EMNBRE-RERARER

Our Environment — The Environment and
Natural Resources

MRS -RERARER

Our Environment - Climate Change

HIRRE - RIRE(L

Our Environment - Climate Change
HIRRE - RIRE(L
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RE  HERERRS

ESG REPORTING GUIDE INDEX (continued) RE HERERAREERS (F)
ESG Reporting Guide Section/Explanation
B HERERELEHES 56,/ Wit

B1  Employment

&R
B1 General Disclosure Our Employees
~BRE % FiES
Information relating to compensation and dismissal, recruitment and promotion,
working hours, rest periods, equal opportunity, diversity, anti-discrimination, and
other benefits and welfare:
BRGMERE REREN TERZ RE - TEHE Zal RESAN
REMWFBRETOEH :
(@) the policies; and
B &
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer.
ETHRTAREAZENRBZRLAN -
KPI B1.1 Total workforce by gender, employment type, age group and geographical Performance Data Summary
BEEMIEEBIT  region. BEREERE
BiER - EREE  FRAFNMERASNES AL -
KPI B1.2 Employee turnover rate by gender, age group and geographical region. Performance Data Summary
MBEXESBL2  RUH FRANIURASMERSRKLE - BRHEBRE
B2  Health and Safety
REREZ2
B2 General Disclosure Our Employees — Health and Safety
—REE APNEE-RERZE
Information relating to providing a safe working environment and protecting
employees from occupational hazards:
BRREZETERELRBREEREBXMRENEH -
(@  the policies; and
BE &
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer.
BTHETAREAYENRBERRRN -
KPI B2.1 Number and rate of work-related fatalities. Performance Data Summary
BREMERBT HEITHHARRSLEX- EUHERE
KP1 B2.2 Lost days due to work injury. Performance Data Summary
ME&EMERB2 RIGEXIERH- EUHERE
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R HERERRE

ESG REPORTING GUIDE INDEX (continued) RE HERERBRERS(A)
ESG Reporting Guide Section/Explanation
RBE e RERRER 25/t
KPI B2.3 Description of occupational health and safety measures adopted, how they are Our Employees - Health and Safety
BEAMIEER23  implemented and monitored. REMEE-BFENZ2

HRFRANBRREEZ2HE  UNEBRTRERNE -

B3 Development and Training

BE R

B3 General Disclosure Our Employees - Staff Development and
— R E Training
Policies on improving employees” knowledge and skills for discharging duties at ~ #{#)E & — & T & & KiZ3l
work. Description of training activities.
BRRTESRITIERANANBRRENRE - HLEIED -

KPI B3.1 The percentage of employees trained by gender and employee category (e.g. Performance Data Summary

BBEMEEB3T  senior management, middle management). EWEEEE
RUENRERERN (WRREEE TREER)ANNTIEEEDL

KPI B3.2 The average training hours completed per employee by gender and employee Performance Data Summary

BRENIEEB2  category. BHHERE

BRI REEERES  BREETKTIIN TR -
B4  Labour Standard

BIER
B4 General Disclosure Our Employees - Employment Practices
~BBE % PEE - EEER
Information relating to preventing child and forced labour:
BRI ETHAHETHEN
(@ the policies; and
HER R
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer.
ETHRTAREAZENRBZRLAD -
KPI B4.1 Description of measures to review employment practices to avoid child and Our Employees — Employment Practices
BB ERIEER41  forced labour. AMHES-ERER
Hig BRI EEAR R E T REHSET -
KPI B4.2 Description of steps taken to eliminate such practices when discovered. Our Employees — Employment Practices
MRENERR HMAAERERBEAREREREMRRNSR - ZANEE-ERER
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R5 > AEREREE

ESG REPORTING GUIDE INDEX (continued)

ESG Reporting Guide
R e RERREES

B5  Supply Chain Management

HEHEEE
B5 General Disclosure
—RBE
Policies on managing environmental and social risks of the supply chain.
ER{RBNRARM GRMBR o
KPI B5.1 Number of suppliers by geographical region.
BBEXESR RHEISNHREFHA -
KPI B5.2 Description of practices relating to engaging suppliers, number of suppliers where
BIRENISEBS.2  the practices are being implemented, how they are implemented and monitored.
EABRERLERNEN  REATERENNKERKE  ARERERT
RERTE -
KPI'B5.3 Description of practices used to identify environmental and social risks along the
BIREMISEBS3  supply chain, and how they are implemented and monitored.
EABREAEERSERDORERCERRNED  AREERTRER
TriE e
KPI B5.4 Description of practices used to promote environmentally preferable products
BRENIEEBS4  and services when selecting suppliers, and how they are implemented and
monitored.
HREREHERRRELARFRERRREOES  ARBBATRER)
%
B6  Product Responsibility
EmRfE
B6 General Disclosure
—REE
Information relating to health and safety, advertising, labelling and privacy
matters relating to products and services provided and methods of redress:
FRFREERNRENREEZ 2 &S  RHELABRSEARBRIEN
B
(@) the policies; and
HR R
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer.
BTHETABEATYENHBERRAN
KPI B6.1 Percentage of total products sold or shipped subject to recalls for safety and
BRENIEEB61  health reasons.

EEAEERERBHTRLE2ERFEAMARDKRNBAL -

—Z2-—%E#% Annual Report 2021
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Management

BEER-fEREE

Product Responsibility
EmAE

Product Responsibility — Customer
Feedback and Complaint Handling
EnBI-EPERRELRFREE



Environmental, Social and Governance Report
R HERERRE

ESG REPORTING GUIDE INDEX (continued)

ESG Reporting Guide

BR - HERERHREHES

BE #ERERERERI(E

Section/Explanation
6,/ Bt

KPI B6.2
BRENIEEB6.2

KPI B6.3
BEENIEER63

KPI B6.4
BEENIEEB64

KPI B6.5
BEENIEEB6S

Number of products and service related complaints received and how they are
dealt with.
RERAREmRRBNRFUEAREE N E -

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

Description of quality assurance process and recall procedures.

HREERTRRRERDYWER o

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

HRREEERRERALBEE  URERRTRER % -

B7  Anti-corruption

R&ES
B7

KPI B7.1
BEENEEBR1

KPI B7.2
R EMIEER7.2

KPI B7.3
BRENIEEDR73

General Disclosure

—RBE

Information relating to bribery, extortion, fraud and money laundering:

BRMLER BR  RERARENER

(@  the policies; and
R R

(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer.

BTHETAREAY ENHEBAZRAN -

Number of concluded legal cases regarding corrupt practices brought against the

issuer or its employees during the reporting period and the outcomes of the cases.

REEHAHETAIRERRIVERENBSHARMTMEE RFRER -
Description of preventive measures and whistle-blowing procedures, how they
are implemented and monitored.
SR BREF U REHERTRERRE -

Description of anti-corruption training provided to directors and staff.

HEREERETRENRESE -
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ESG Reporting Guide Section/Explanation
By e REREER 25,/ Mt

B8  Community Investment

HERE

B8 General Disclosure Our Community
—REE e ik
Policies on community engagement to understand the needs of the communities
where the issuer operates and to ensure its activities take into consideration the
communities” interests.
BRAHE2ERTREENAHERENRREXKEDEZBEHENED
B

KPI B8.1 Focus areas of contribution (e.g. education, environmental concerns, labour Our Community

BBENRIEERST  needs, health, culture, sport). HEHLE
LIEREE (WHE BRASH SIFR BF X 8F) -

KPI B8.2 Resources contributed (e.g. money or time) to the focus area. Our Community

BREXESB. TIIEBADALR(MEEIRR) o HAMHE
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Report of the Directors

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

PRINCIPAL ACTIVITIES

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

BUSINESS REVIEW

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

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

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

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

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

(e)  the Group’s key relationships with employees, customers and suppliers are
shown in the ESG Report and the section headed “Relationships with Key
Stakeholders” below; and

(fy  the Group’s compliance with the relevant laws and regulations are shown
in the ESG Report and the section headed “Compliance with Laws and
Regulations” below.
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Details of important events occurring after the year to the date of this annual
report are set out in the “Management Discussion and Analysis” section of this
annual report.

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

Key Risks and Uncertainties

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

. The Group’s business is project-based. The types of projects we carry out
will vary and, in turn, our revenue mix may vary from time to time. Fee
collection and profit margin depend on the terms of the quotation and may

not be regular;

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

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

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

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

. Luxury brands may reduce reliance on physical stores.

Please also refer to the note 30 to the audited consolidated financial statements
for the financial risks facing by the Group.
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Report of the Directors

RELATIONSHIPS WITH KEY STAKEHOLDERS

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

a)

Employees

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

Clients

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

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

Suppliers and Sub-contractors

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

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

Further discussions on the relationship with key stakeholders is set out in the ESG
Report.
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ENVIRONMENTAL POLICIES

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

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

COMPLIANCE WITH LAWS AND REGULATIONS

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

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

RESULTS AND DIVIDENDS

The results of the Group for the Year and the state of affairs of the Group at that
date are set out in the audited consolidated financial statements on pages 104 to
187 of this annual report.

The Board does not recommend the payment of any dividend for the Year (2020:
Nil).

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at the forthcoming annual
general meeting of the Company to be held on Friday, 3 December 2021 (the
“2021 AGM”), the register of members of the Company will be closed from
Tuesday, 30 November 2021 to Friday, 3 December 2021, both days inclusive,
during which period no transfer of shares will be registered. In order to be eligible
to attend and vote at the 2021 AGM, all transfers of shares accompanied by the
relevant share certificate(s) must be lodged with the Company’s branch share
registrar and transfer office in Hong Kong, Tricor Investor Services Limited at
Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong for registration
not later than 4:30 p.m. on Monday, 29 November 2021.
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Report of the Directors

FINANCIAL SUMMARY

A summary of the published financial results and of the assets and liabilities of
the Group for the Year, together with summary of the financial results and of the
assets and liabilities of the Group for the four years ended 30 June 2020 is set
out on page 188 of this annual report. This summary does not form part of the
audited consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL

As at 30 June 2021, the Company’s issued share capital was HK$28,800,000 and
the number of its issued ordinary shares was 720,000,000 of HK$0.04 each.

Details of movements in the Company’s share capital during the Year are set out
in note 23 to the audited consolidated financial statements. Details of change in
the capital structure of the Company are set out in the paragraph headed “Capital
Structure and Fund Raising Activities” in the section headed “Management
Discussion and Analysis” of this annual report.

RESERVES

Details of movements in the reserves of the Group and the Company during the
Year are set out in the consolidated statement of changes in equity and in notes
24 and 31(a) to the audited consolidated financial statements, respectively.

DISTRIBUTABLE RESERVES

As at 30 June 2021, the Company’s reserves available for distribution, calculated
in accordance with the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands, amounted to approximately HK$11.0
million. Such amount represented the sum of the Company’s share premium
and accumulated losses, which may be distributable provided that immediately
following the date on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as and when they fall due in the
ordinary of business.

PRE-EMPTIVE RIGHTS

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

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

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

S@EmMERARAT CROSSTEC Group Holdings Limited © © o o o 085

EE

HHHE

TEEAEENELAHBXEEEERARNHRER
HE-Z TR A-THUINEFEARENGBRE
BEERABNRRIANAFRE188H - AERLTE
KEERREAMBRERN 2 -

nx - BERRE
FEBRAERZ 0K - BERARZEDHERRCE
BIRABBREMES -

[T

RZBZ-—FRNA=ZTH ARAZBEIRLKAE
28,800,000/ 7T i1 B 17 L B 21 B £720,000,0008% &
E{E0.048 T2 EBAk -

RRARAER ZBARBF FHANEERFAMBRER
W23 - ARABARBES L HBERNAFRIERE
AmEA —HREARBREERY] K-

i

FEERARARAEE  RREPHBE DN TR
HEHRREELE QM BRRMT24R31)

AR5 Tk fek

R-F-—FRAZ+A  ARANTRAEEHE (RS
MeMBERENEARA(—NA—FEMER A5
ARED)HBNBEEET - ABLERERELAMN
HERRHBEZN  YEEERERES IRENEY
% ADARARNEEAREREENIBERS 5
AR -

BrREE
BRMASAA DML DSBS ERARE T LR
BEBREZ B -

BE - HEIRMEADFZ LHES

RAER  ARAZEEAHBEARMERE  BE%L
EXRANEFNLTES -



0SB - - -«

Report of the Directors

i% FE

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, revenue derived from the Group's five largest clients accounted
for approximately 57.7% of the total revenue of the Group for the Year and
revenue derived from the largest client for the Year amounted to approximately
HK$19.8 million, representing approximately 22.9% of the Group's total revenue
for the Year. Purchases from the Group’s five largest suppliers accounted for
approximately 48.3% of the total costs for the Year and purchase from the largest
supplier for the Year amounted to approximately HK$10.8 million, representing
approximately 15.9% of the Group’s total direct costs for the Year.

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

CHARITABLE DONATIONS

Charitable donations made by the Group during the Year amounted to
HK$11,000.

DIRECTORS

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

Executive Directors

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

Mr. Leung Pak Yin

Ms. Leung Mo Shan Jackie (appointed on 15 April 2021)

Independent non-executive Directors
Mr. So Chi Hang

Mr. Heng Ching Kuen Franklin

Mr. Shing Wai Yip

In accordance with Article 108(a) of the Articles of Association, Mr. Lau King Lok
and Mr. Shing Wai Yip shall retire by rotation at the 2021 AGM. Mr. Lau King
Lok, being eligible, offer himself for re-election at the 2021 AGM. Mr. Shing Wai
Yip confirmed that he would like to spend more time pursuing his own business
and he will not offer himself for re-election at the 2021 AGM.

In addition, by virtue of Article 112 of the Articles of Association, Ms. Leung Mo

Shan Jackie shall retire as Director at the 2021 AGM. Ms. Leung Mo Shan Jackie,
being eligible, will offer herself for re-election at 2021 AGM.
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Report of the Directors

PERMITTED INDEMNITY PROVISION

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

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

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

DIRECTORS’ PROFILES

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

DIRECTORS” EMOLUMENTS

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

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

DIRECTORS’ SERVICE CONTRACTS OR LETTERS
OF APPOINTMENT

Each Mr. Lee Wai Sang, Mr. Lau King Lok and Mr. Leung Pak Yin, being
executive Directors, has renewed his service contract with the Company for a
term of one year commencing from 9 September 2020. Upon expiry of the term,
each of them has further renewed his service contract with the Company for a
term of one year commencing from 9 September 2021, which may be terminated
by not less than three months’ notice served by either party on the other.

Ms. Leung Mo Shan Jackie, being executive Director, has enter into a service
contract with the Company for a term of one year commencing from 15 April
2021, which may be terminated by not less than three months’ notice served by
either party on the other.
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Each of Mr. So Chi Hang and Mr. Heng Ching Kuen Franklin, being independent
non-executive Directors, has renewed his letter of appointment with the
Company for a term of one year commencing from 9 September 2020. Upon
expiry of the term, each of them has further renewed his letter of appointment
for a term of one year commencing from 9 September 2021, which may be
terminated by not less than three months’ notice served by either party on the
other.

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

No Director proposed for re-election at the 2021 AGM has a service contract
with the Company which is not determinable by the Group within one year
without payment of compensation, other than statutory compensation.

CONFIRMATION OF INDEPENDENCE
FROM THE INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received from each of the independent non-executive
Directors written confirmation of his independence pursuant to Rule 3.13 of the
Listing Rules. Based on such confirmations, the Company considers all of the
independent non-executive Directors are independent in accordance with Rule
3.13 of the Listing Rules.

DIRECTORS” INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

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

CONTRACTS OF SIGNIFICANCE

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

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any
substantial part of the business of the Group was entered into or in existence as at
the end of the Year or at any time during the Year.
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Report of the Directors

DIRECTORS” AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

OF THE COMPANY OR ITS ASSOCIATED
CORPORATIONS

As at 30 June 2021, the interests and short positions of the Directors and chief
executive of the Company in the shares, and underlying shares and debentures
of the Company or its associated corporations (within the meaning of Part XV
of the SFO), which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which each of them has taken or deemed to have taken under
the SFO), or as recorded in the register required to be kept by the Company
pursuant to section 352 of the SFO, or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code, were as follows:

Long Position

The Company/Name of

EE

EENFETHABERRAIEAEEE
Wk BERGREZMERHRRRM

)=

R-E_—FXA=TH ARAEERTIETHAEHR
ANE S EREEE (E&RES LS RIIEXVAD) 8
fin - HERD RESFTRBEIRRERBAREESR
HSGEOIEXVERSE 7 R80 BAG AN R R T 2 s o
#E (BRBRBESRMERINEFRARER 2 ES
RAR) - RRBERARRREE S L RERHIE35205657
EFENBCMOEERAR  IRBRETIMEAR
A R RS SRR T -

#e

Name and class of shares held/

interested in the Company/ Percentage of

Name of Director associated corporation Capacity/Nature of interest associated corporation shareholding
RARA/ABEERE L
ERNA ARA/ A=A A 51/ ERiE RIpBIERES s BEA DL
|
Lee Wai Sang The Company Interest in a controlled corporation and 450,000,000 62.50%
interest of spouse
FRE YN R EERER R EER
CGH (BVI) Limited Beneficial owner and interest of spouse 100 ordinary shares of US$1 each 100%
BaiA AR BER 1008 BRI ST EBK
Leung Mo Shan Jackie  The Company Interest in a controlled corporation and 450,000,000 62.50%
interest of spouse
2R VNG R EEER R BER
CGH (BVI) Limited Beneficial owner and interest of spouse 100 ordinary shares of US$1 each 100%

ExfB AREBER

100 BRI E T LR

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

Save as disclosed above, as at 30 June 2021, none of the Directors and/or chief
executive of the Company nor their associates had or was deemed to have any
interests or short positions in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of Part XV
of the SFO) which would have to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which each of them has taken or deemed to have taken under
the SFO), or which would be required, pursuant to section 352 of the SFO, to be
entered in the register required to be kept therein or which would be required,
pursuant to the Model Code, to be notified to the Company and the Stock
Exchange.
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SUBSTANTIAL SHAREHOLDERS” AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at 30 June 2021, to the best knowledge of the Directors and the senior
management of the Company, the table below listed out the persons (other than
the Directors or chief executive of the Company), who had interests in the shares
and underlying shares of the Company which would fall to be disclosed to the
Company pursuant to provision of Division 2 and 3 of Part XV of the SFO, or as
recorded in the register of interests required to be kept by the Company pursuant
to section 336 of the SFO:

Long Position

Name of Shareholder Capacity/Nature of interest

BREH S/ EmitE

FERRREMATREAR TR RAER
nHEERAR

RIZE-—5F A=Z1+H RARAEZRAREEERN
RE TREIRARERG RAEERDFREREES
R E GBI EXVERSE2 R B30 W E N ARAD AR B
RERARAREEFREEKDIE336158 T FERNRE
BECMNEZOAL (FEEARAZEELTETHRA
B)mT:

Beneficial Owner

BB A

CGH (BVI) Limited

e
Number of shares Percentage of
held/interest in shareholding
"/ AR
GOlParE 4E REBEDL
450,000,000 (Note) 62.50%
450,000,000 (A7iZ) 62.50%

Note: Such shares were registered in the name of CGH (BVI) Limited, which is owned as to
50% and 50% by each of Mr. Lee and Ms. Leung.

Save as disclosed above, as at 30 June 2021, the Directors and the senior
management of the Company are not aware of any other person who had an
interest or short position in the shares or underlying shares of the Company as
recorded in the register required to be kept by the Company pursuant to section
336 of the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

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

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

M

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

The Board may, at its absolute discretion and on such terms as it may
think fit, grant any employee (full-time or part-time), director, contractor,
supplier, consultant, advisor, customer or shareholder of the Group options
to subscribe for such number of shares as it may determine in accordance
with the terms of the Share Option Scheme. The basis of eligibility of any
participant to the grant of any option shall be determined by the Board (or
as the case may be, the independent non-executive Directors) from time to
time on the basis of his or her contribution or potential contribution to the
development and growth of the Group.

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

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

The subscription price of a share in respect of any particular option granted
under the Share Option Scheme shall be a price solely determined by
the Board and notified to a participant and shall be at least the highest
of: (i) the closing price of the shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant of the option, which must be a
business day; (ii) the average of the closing prices of the shares as stated
in the Stock Exchange’s daily quotations sheets for the five business days
immediately preceding the date of grant of the option; and (iii) the nominal
value of a share on the date of grant of the option.
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(6)  The maximum number of Shares which may be allotted and issued
pursuant to the Share Option Scheme is as follows:

(@)

subject to sub-paragraph 6(b) and 6(c) below, the maximum number
of shares issuable upon exercise of all options to be granted under
the Share Option Scheme and any other share option schemes of
the Company (excluding, for this purpose, shares issuable upon
exercise of options which have been granted but which have
lapsed in accordance with the terms of the Share Option Scheme
or any other share option schemes of the Company) must not in
aggregate exceed 10% of all the shares of the Company in issue,
being 2,400,000,000 shares as at 12 September 2016, being the
date on which the shares are listed on the Stock Exchange (the
“General Scheme Limit”). Based on the number of shares in issue
on 12 September 2016, being the date on which the shares were
listed on the Stock Exchange, the General Scheme Limit of the Share
Option Scheme was 240,000,000 shares. The General Scheme Limit
was adjusted from 240,000,000 shares to 60,000,000 shares for
the effect of the Share Consolidation with effect from 24 November
2020.

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

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

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

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

No options had been granted under the Share Option Scheme since its adoption.
As such, the total number of shares available for issue upon exercise of the share
options to be granted under the Share Option Scheme was 60,000,000 shares,
representing approximately 8.3% of the shares of the Company in issue as at the
date of this annual report.

RELATED PARTY TRANSACTIONS

Details of material related party transactions of the Group undertaken in the
normal course of business are set out in note 26 to the audited consolidated
financial statements.

Certain related party transactions set out in note 26 to the audited consolidated
financial statements are regarded as connected transactions or continuing
connected transactions of the Group. Save for those as disclosed below, none
of which is required to be disclosed under Chapter 14A of the Listing Rules. The
Company confirmed that it has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules.

NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

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

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

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

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

The annual cap for the transaction amount with Max Contracting under the
Max Contracting Framework Agreement for the year ended 30 June 2021
is HK$7,900,000.

Max Furniture Framework Agreement

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

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

The annual cap for the transaction amount with Max Furniture under the
Max Furniture Framework Agreement for the year ended 30 June 2021 is
HK$100,000.
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For the year ended 30 June 2021, no actual transaction had been taken place HZZZZ—F A=THLEE TEBREZART
under the Max Contracting Framework Agreement and the Max Furniture ~BRERHEREARLEEBZETERRS
Framework Agreement.

094 e o o o O —BT-—FE#H% Annual Report 2021



Report of the Directors

SUFFICIENCY OF PUBLIC FLOAT

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

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

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

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

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

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

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

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

AUDITOR

The consolidated financial statements for the Year have been audited by BDO
Limited, who will retire, and being eligible, offer themselves for re-appointment at
the 2021 AGM. A resolution for the re-appointment of BDO Limited as auditor of
the Company is to be proposed at the 2021 AGM.

On behalf of the Board

Lee Wai Sang
Chairman

Hong Kong, 27 September 2021
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TO THE SHAREHOLDERS OF CROSSTEC GROUP HOLDINGS LIMITED
(ZREEZRERATF)
(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of CROSSTEC
Group Holdings Limited (the “Company”) and its subsidiaries (hereafter
collectively referred to as the “Group”) set out on pages 104 to 187,
which comprise the consolidated statement of financial position as at
30 June 2021, and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 30 June 2021,
and of its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Basis for Opinion

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

Key Audit Matters

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

Revenue recognition on contracts from interior

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

For the year ended 30 June 2021, the Group’s revenue from interior
solutions projects amounted to approximately HK$59,469,000.

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

Our response:

Our key procedures in relation to management’s assessment for revenue
recognition on contracts from interior solutions projects included:

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

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

- Checking the budgeted contract costs to the underlying supporting
documents including but not limited to price quotation and
contracts, on a sample basis.

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

- Checking financial budget for each on-going contract to assess
whether expected loss on contract was properly recognised as an
expense immediately.
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Independent Auditor’s Report

Key Audit Matters (continued)

Revenue recognition on contracts from interior
solutions projects (continued)

Impairment assessment of property, plant and
equipment

Refer to Notes 3.1(k), 3.2(b) and 13 to the consolidated financial statements.

As at 30 June 2021, the Group had property, plant and equipment with
carrying amounts of approximately HK$6,841,000.

Management is required to perform impairment assessment on the property,
plant and equipment where indicators of impairment are identified. For the
purpose of assessing impairment, assets were tested at cash generating unit
(“CGU") level, and management has engaged an independent professional
valuer to assist the assessment of the recoverable amount of these assets based
on higher of value in use and fair value less costs of disposal. In carrying out
the impairment assessments, significant management judgement was used
to appropriately identify CGU and to determine the key assumptions and
estimations. Based on the above assessment performed, for the year ended
30 June 2021, management concluded that impairment provisions are not
necessary for the Group’s property, plant and equipment.

Our response:

Our key procedures in relation to management’s assessment for impairment
assessment of property, plant and equipment included:

- Evaluating the appropriateness of the methodology in respect of the
assessment of the recoverable amount of the CGU to which property,
plant and equipment have been allocated in the impairment test;

- Assessing the reasonableness of the underlying key assumptions used;

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

- Checking the mathematical accuracy of the calculation of the
recoverable amount of the CGU;

- Involving an auditor’s expert to assist our evaluation on the
appropriateness of the valuation methodology and reasonableness of key
assumptions; and

- Evaluating the competency, capabilities and objectivity of the
management’s expert and auditor’s expert.
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Key Audit Matters (continued)

Assessment of the Group’s ability to continue as a
going concern

Refer to Notes 2.1(b)(ii) and 3.2(a) to the consolidated financial statements.

For the year ended 30 June 2021, the Group has incurred a loss of
approximately HK$11,798,000 and at the end of the reporting period, its
current liabilities exceeded its current assets by approximately HK$3,361,000
and had total bank borrowings of HK$6,000,000 that are due within 12
months from reporting period.

Based on the cash flow projection covering a period of 12 months from the
date of the consolidated financial statements of the Company, the directors
of the Company have given careful consideration to the future liquidity and
performance of the Group and the Group’s available sources of financing and
concluded that the Group has sufficient financial resources to continue as a
going concern, and that the directors of the Company intend it to do so, for at
least 12 months from the date of the consolidated financial statements.

The assessment of the Group’s ability to continue as a going concern is
dependent upon certain management assumptions and judgements, in
particular in relation to future revenue and the availability of the existing
unused financing facilities, which may be inherently uncertain and could be
subject to management bias.

Our response:

Our key procedures in relation to the assessment of the Group’s ability to
continue as a going concern included:

- Assessing the reasonableness of the key assumptions adopted by
management in the preparation of the cash flow projection;

- Evaluating the reliability of the past cash flow projection made by
management by comparing them with the current year’s results;

- Assessing the availability of financing facilities during the projection
period by inspecting the relevant documentation and evaluating whether
the facilities would be sufficient to meet the Group’s funding needs with
reference to the cash flow projection;

- Assessing the sensitivities of certain key assumptions adopted by
management in the going concern assessment; and

- Checking the adequacy of the disclosures in the consolidated financial
statements in respect of the going concern assumption with reference to
the requirements of the prevailing accounting standards.
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Independent Auditor’s Report

Other Information in the Annual Report

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

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

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

Directors’ Responsibilities for the Consolidated
Financial Statements

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

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

The directors are also responsible for overseeing the Group’s financial
reporting process. The Audit Committee assists the directors in
discharging their responsibility in this regard.
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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

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

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

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

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

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

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

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

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

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

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

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

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

BDO Limited

Certified Public Accountants

Lo Ngai Hang

Practising Certificate no. P04743

Hong Kong, 27 September 2021
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Consolidated Financial Statements
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Consolidated Statement of Profit or Loss and REBERHM2ENER
Other Comprehensive Income
For the year ended 30 June 2021 HE-F-_—# A=1HIFE
Notes HK$'000 HK$’000
P FET THER
(re-presented)
(EFZ75)
Revenue LN 5 86,601 53,789
Direct costs ERRA (67,918) (36,662)
Gross profit EF 18,683 17,127
Other income H g A 5 2,225 997
Increase in fair value of investment property #&Z& %%z A FEEM 14 40 -
Reversal of impairment/(impaiment loss) on € REE 2 HERE/ (REFE) F8
financial assets, net 19 (522)
Reversal of impairment/(impairment loss) on  #1% « BE k&2 MERE,/
property, plant and equipment, net CREBR) FE 16 (8,525)
Other gain, net Hi Wz F8 5 241 67
Administrative expenses ATHEL (32,131) (36,708)
Finance costs RERA 6 (870) (802)
Loss before income tax bR 1S B 2 BB 18 7 (11,777) (28,366)
Income tax (expense)/credit R (A%) /B4 10 1) 162
Loss for the year and attributable to owners® R R A2 % H A (L EE
of the Company (11,798) (28,204)

Item that may be reclassified subsequently E& &N/ HEEBHAER
to profit or loss

Exchange differences on translating foreign ~ $ISNRHFMEEEME K E 8
operations (26) 8

Other comprehensive income for the FRRARRERARGELZERA
year and attributable to owners of the (HBRHR)
Company, net of tax (26) 8

Total comprehensive income for the FERRARAEE ARG ZARALE

year and attributable to owners of the

Company (11,824) (28,196)
(re-presented)

Losses per share BRER (EF25)
Basic and diluted (HK cents) EARREE (A 12 (1.64) (4.52)
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Consolidated Statement of Financial Position FEMERRE
As at 30 June 2021 RZEZ—#~HA=1H
2021 2020
Notes HK$f0()£) HK$f009
iz FET FBT
Non-current assets FRBEE
Property, plant and equipment ER 13 6,841 18,960
Investment property REME 14 8,140 -
Deposits %% 16 1,752 1,817
16,733 20,777
Current assets REEE
Trade and other receivables EWE SR EMmZA 16 12,903 6,488
Income tax recoverable Ak E IR 200 211
Pledged and restricted bank deposits B R HIRITIF 17 6,795 7,920
Cash and cash equivalents BeRREEEY 18 11,980 19,541
31,878 34,160
Total assets BEE 48,611 54,937
Current liabilities REEE
Trade and other payables Fgﬁg%&ﬁﬂﬂmlﬁ 19 19,782 14,495
Contract liabilities AREE 20 2,814 4,317
Lease liabilities ﬁ 8E 15 6,643 4,470
Bank borrowings RITEEE 21 6,000 -
35,239 23,282
Net current (liabilities)/assets #EB (A% EERE (3,361) 10,878
Total assets less current liabilities BEERARDAE 13,372 31,655
Non-current liabilities *RBEE
Lease liabilities HERR 15 6,101 12,560
Deferred tax liabilities FERIEEE 22 - =
6,101 12,560
Total liabilities AEAE 41,340 35,842
NET ASSETS EEFE 7,271 19,095
Capital and reserves BEXRRE
Share capital TN 23 28,800 28,800
Reserves &1 24 (21,529) (9,705)
TOTAL EQUITY Fob 7,271 19,095
On behalf of the board of directors REEZD
Mr. Lee Wai Sang Mr. Leung Pak Yin
TRERLE REAREE
Director Director
s E
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an\ = /\7J ﬁﬁ #&%

Consolidated Statement of Changes in Equity mé?&iﬁ F1E3
For the year ended 30 June 2021 BE_F-_—#/ A=1THIFE
Attributable to owners of the Company
ARAEBAER
Share Merger  Exchange  Accumulated
Share premium reserve reserve losses
capital  (Note 24(1)  (Note 24(if))  (Note 24(iii) ~ (Note 24(iv)) Total
RkidE  AbtEE  EiRE  ZABR
B (W) (Wit (ki) (WE24) o3t

|
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR BT TETL TR TR T

Asat 1 )uly 2019 RZB-hEtA-R 24,000 56,615 5329 166 (49,667) 36,443
Loss for the year ERER - - - - (28,204) (28,204)
Other comprehensive income for the year EREMEERA
Exchange differences on translating foreign BARBREELN
operations EXER - - - 8 - 8
Total comprehensive income for the year ERzEUANEE - - - 8 (28,204) (28,196)
Proceeds from placing of new shares (Note 23)  BRE#TiR{3 2 Fr/3 3008 (HizE23) 4,800 6,384 = - = 11,184
Issuing expenses of placing of new shares REMR 2 B1TM% (H7H23)
(Note 23) - (336) - - - (336)
As at 30 June 2020 and 1 July 2020 RZBZBERAZTHR
“ECREtLA-A 26,800 62,663 5329 174 (77871) 19,09
Loss for the year FREE - - - - (11,798) (11,798)
Other comprehensive income for the year EREMEERA
Exchange differences on translating UHRBAEELH
foreign operations ERER - - - (26) - (26)
Total comprehensive income for the year ERzEUANEE - - - (26) (11,79) (11,824)
As at 30 June 2021 RZB--£XA=1H 26,800 62,663 5309 148 (89,669) 721
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.vT\ 7J ﬁﬁ#ﬁ%

Consolidated Statement of Cash Flows REBRERER
For the year ended 30 June 2021 B _E_—F/ A=1HIFE
Notes HK$'000 HK$’000
ik FET FET

CASH FLOWS FROM OPERATING ACTIVITIES B&ZFBFEHERE
Loss before income tax BRE S BRI B R (11,777) (28,360)
Adjustments for: FE

Interest income MEBA 5 (22) (161)

Interest on bank borrowings RITEETIS 6 183 -

Interest on lease liabilities HERENE 6 687 802

Rent concessions HERE 15 - (5)

(Reversal of impairment)/impairment loss on nE - BERRE(BERAE)

property, plant and equipment REEE 7 (16) 8,525
(Reversal of impairment)/impairment loss on SREE (BORE)/
financial assets EEE 7 19 522

Depreciation of property, plant and equipment ~ #1% « FiE R E#E 13 4,251 7,243

Increase in fair value of investment property REMEATEEM 14 (40) -
Operating loss before working capital changes &EE&BEH 2 L& FHE (6,753) (11,440)
(Increase)/decrease in trade and other receivables M E 5 R E 38 (£ 10) /5> (6,331) 8,033
Increase/(decrease) in trade and other payables TEHE%&H@ RIBLE I,/ CRA) 5,280 (5,626)
(Decrease)/increase in contract liabilities AHBECRYD) /1N (1,503) 43
Cash used in operations SR fﬁﬁ (9,307) (8,990)
Income tax paid ENFEH (10) (60)
Net cash used in operating activities BETHMAL & %R (9317) (9,050)
CASH FLOWS FROM INVESTING ACTIVITIES REZEBFESRERE
Interest received B4 S 22 161
Purchases of property, plant and equipment BENE BERR (40) (9,253)
Decrease/(increase) in pledged and BEARRBHRTERAD/

restricted bank deposits (32 m) 1,125 (7,920)
Net cash generated from/(used in) REZDHAE/ (MR RLFE

investing activities 1,107 (17,012)
CASH FLOWS FROM FINANCING ACTIVITIES BEEBFRERERE
Proceeds from bank borrowings RITEEMEHE 27 10,000 -
Repayment of bank borrowings ERRITER 27 (4,000) -
Repayment of principal portion of lease liabilities {& }:?ﬁfﬁﬁ E’]$§*|319 27 (4,462) (4,460)
Repayment of interest portion of lease liabilities ([EEHEE EMF S5 27 (687) (802)
Proceeds from placing of new shares EEMRONAMERE - 11,184
Issuing expenses of placing of new shares EEHMRH M LHRX - (336)
Interest paid ERHE 27 (176) -
Net cash generated from financing activities RERBMEHE TR 675 5,586
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Consolidated Statement of Cash Flows GBEBERER(E)
(continued)
For the year ended 30 June 2021 AE T HA=THIFE
Notes HK$'000 HK$’000
FiE FAT FHT
NET DECREASE IN CASH AND CASH ReRBEEENRL FE
EQUIVALENT (7,535) (20,476)
Effect of exchange rate on cash and cash EXHRe KRR EEENNTE
equivalents (26) 8
Cash and cash equivalents at beginning of year F#15 & RR&ZEY 19,541 40,009
CASH AND CASH EQUIVALENTS ATEND OF E£XBERBEEZEY
YEAR 11,980 19,541

ANALYSIS OF BALANCES OF CASHAND CASH e RE & S B &2 DT
EQUIVALENTS

Cash and bank balances ReRRITHEH 18 11,980 14,541
Non-pledged time deposits with original maturity FEVSE R |8 H LR ={EA

of less than three months when acquired Z BT HER 18 - 5,000
Cash and cash equivalents as stated in the GEBERERMIIZEER

consolidated statement of cash flows BeEEY 11,980 19,541
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GENERAL INFORMATION

CROSSTEC Group Holdings Limited (the “Company”) was incorporated
in the Cayman Islands on 18 March 2016, as an exempted company
with limited liability under the Companies Law (2004 revision) Chapter
22 of the Cayman lIslands and its shares are listed on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
The registered office of the Company is located at Windward 3, Regatta
Office Park, PO Box 1350, Grand Cayman KY1-1108, Cayman Islands.
The headquarter and principal place of business in Hong Kong is
located at 20th Floor, 625 King’s Road, North Point, Hong Kong.

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

In the opinion of the directors of the Company, the Company’s
immediate and ultimate holding company is CGH (BVI) Limited, a
company incorporated in the British Virgin Islands (the “BVI1").
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1. GENERAL INFORMATION (continued)

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

Place and date of Percentage of equity attributable
incorporation and form to the Company

Name of entity of business structure ARAEEREADY,
GaIEABE YLD

EELR RBEREWA 2001 200

Direct Indirect Direct

ER A& BR

Indirect

B

1. —BERE)
FENBARNESR
ARAIRBRRAMFERT -

Issued and fully Principal

paid ordinary share capital activities and principal

or registered capital place of business

BETRBRERER

RAgEmER IEERRIRERUE

Crosstec (BVI) Limited ~ BVI, 21 March 2016, limited 100% - 100%
liability company

Crosstec (BVI) Limited ~ EE&RES -
ZEF=A
Zt-R BRAF

Crosstec Group Limited Hong Kong, 10 May 2007, = 100% =
limited liability company

HEEERRAR o
EATE BRAR

Crosstec International ~ Hong Kong, 17 May 2007, = 100% =

Limited limited liability company

HRERARLA AR CERLE
EATLR BRAR

(2 Concept Limited Hong Kong, 22 January 2019, = 100% =
limited liability company
REZEARERAE  BR CFAF
—AZtZR - ARAR
CPI Holdings Limited ~ Hong Kong, 22 March 2018, - 100% -
limited liability company
CPl Holdings Limited &% Z3-\&
SAZtZH ARAR
Crosstec Business Hong Kong, 21 April 1999, - 100% =
Management Limited limited liability company
EEFERARLE AR -ANE
BAZ+-B - ARAR
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100%

100%

100%

100%

100%

HK$100 divided into 100 Investment holding, Hong Kong
shares of HKS1 each

100270475 1008 RERK &
SRERIETHRD

Ordinary shares of Investment holding, Hong Kong
HK$100,000

100,000 5 Bk REnk - &4

Ordinary shares of HK$100,000  Trading of millwork, furniture and facade
fabrication and provision of interior design,
project consultancy, maintenance and
interiors solutions services, Hong Kong

10,0007 7 & &% HESE - BRRARR - HEAR
BRSENRMZAR: BB
il RRREABANRRE B

Ordinary shares of HK$1 Provision of interiors solutions services,
Hong Kong
IBTEAR RUEARRTRES 578
Ordinary shares of HKS1 Investment holding, Hong Kong
IBTERR RASR FE

Ordinary shares of HK$100,000  Provision of labour and management
services, Hong Kong

100,000 T EBR REAHNRERRE - B
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1. GENERAL INFORMATION (continued)

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

Name of entity

ERAR

Place and date of Percentage of equity attributable
incorporation and form to the Company
of business structure ARAEERERDY,
B SEE Y
RBEREWA 2001 2020
Direct  Indirect Direct
BR G BR

Indirect

B

an\ = ,\7J ﬁi #&% ﬁ

30 June 2021

——#XNA=FH
1. —RENE)
FRNBLRNENE)
ARAMBRANFEDT : (4)
Issued and fully Principal
paid ordinary share capital activities and principal
or registered capital place of business
BRARAREER
kA fER IRFBRIZE RN

Crosstec Trading
(Shenzhen) Company
Limited
("REEE5(F)
BRAF

REEES (R) &R
2]

Crosstec (Shenzhen)
Contracting
Company Limited
(B& (R EHTIR
ERA)

7% (M) £H1E
ARAT

CX (Macau) Limited
("RAEE (&R)
—ABBAF

(2F9)

«(
L\ [

@ﬂ

-ﬂﬂh‘

N

Crosstec Design
Consultants Limited

HERTERARAA

Crosstec Overseas
Holdings B.V.

Crosstec Overseas
Holdings B.V.

Crosstec Design
Solution GMBH

Crosstec Design
Solution GMBH

People’s Republic of China - 100% -
(PRC") 4 December 2009,

limited liability company

REARLAE ([0E] )
“EENET-ARA
BRAA

PRC, 5 December 2017, -
limited liability company

100% =

BE CF-tE
t-ARR  BRAT

Macau, 17 December 2013, -
limited liability company

100% =

R —F-=f
+_H+t5 BRAT]

Hong Kong, 3 October 2016, - 100% -
limited Iiability company

&% T ETA=A"
BRAT

Amsterdam/ the Netherlands, -
28 November 2016, limited
liability company

HRMBARR  —F-AF
T=RZTN\B  ARAT

Berlin, Germany, 20 January =
2017, limited liability
company

(00 e Sl 2
—AZ1H ARAA

100% =

100% =
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100%

100%

100%

100%

100%

100%

Registered capital of
HK$1,500,000

1,500,000 ER

Registered capital of
RMB2,000,000

AE2,000,0007 AR

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

25,0005
([Rr% ) AR

Ordinary shares of HK$100,000

100,000 T EBR

Euro (“EUR") 1, divided into 1
share of EURT each

180 (TR ) 7 2 B 1R
BRAEIBTRRE

EUR25,000, divided into 25,000
shares of EURT each

25,000BR 747 2 £25,0008%
SREEIETARD

Trading of millworks and furniture, PRC

HERE  RERARARER
hE

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

FENRRRE N R ZN

Rit - REFAREARANR
B% - wH

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

HESE - BRRARR - HER
BRUENREZAR
BRAAREARAN R R

Provision of interior design services,
Hong Kong
REZNRGRE - B8

Investment holding, Netherland

REZR - 7R

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

AEERLRERH
Btk 22

nakRR
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1. GENERAL INFORMATION (continued) 1. —RER(E)
Information about subsidiaries (continued) EBMBLATNEN ()
Details of the Company’s subsidiaries are as follows: (continued) ARAIMBRANFERT : (&)
Place and date of Percentage of equity attributable Issued and fully Principal
incorporation and form to the Company paid ordinary share capital activities and principal
Name of entity of business structure AREEERER L or registered capital place of business
A AE LY BENRARLRR
EEAR EHEEYA 2021 2020 RAgEREAR IEERIEE MY

Direct Indirect Direct Indirect
E% % % i
]

Crosstec (London) Limited ~ England & Wales, 23 July 2015, - 100% - 100%  Great British Pound ("GBP") 100, Dormant, United Kingdom
limited liability company divided into 100
shares of GBP1 each
Crosstec (London) Limited  BEERFREL - —5-1F 00RE([£E)FARI0R  EEER HE
tAZt=R" EE’N SREE XEHKD
Davenport (HK) Holdings Hong Kong, 6 April 2018, - 100% - 100%  Ordinary shares of HKS1 Investment holding, Hong Kong
Limited limited liability company
Davenport (HK) Holdings &% ~Z—/\¥MARA - VETERR REER - B
Limited ARAF
Crosstec Network Hong Kong, 2 May 2019, - 100% - 100%  Ordinary shares of HKS1 Provision of facade management services,
Technology Limited limited liability company Hong Kong
{Formerly known as Trinity
Facade Sustainabilty
Technology (Hong Kong)
Limited)
HERENBARLAE  BE _TNE IR EER RUBRERRS B4
(MRZ=ZREAFE TAH BRLF
3 (FR)ARAR)
Trinity Facade Hong Kong, 5 September 2018, - 100% - 100% Ordinary shares of HK$1 Investment holding, Hong Kong
Sustainability limited liability company
Technology Limited
RN k2 IR EER REEk - &%
HERAT JARE  BRAT
2.1 BASIS OF PREPARATION 21 RHEE
(a) Statement of compliance @ EHEBH
The consolidated financial statements have been prepared in GRUBRRCBEEESHMRAGEMH
accordance with Hong Kong Financial Reporting Standards FAERNEERBREEN ([BFEHMLER
(“HKFRSs”), Hong Kong Accounting Standards (“HKASs”) EER) - BEETER ([BEGHER])
and Interpretations (hereinafter collectively referred to as the ERBATHRBEMBREER]) - A
“HKFRS”) and the disclosure requirements of the Hong Kong REBRAGRD ([RAEIRR)) 2 BERAEM
Companies Ordinance (“Companies Ordinance”). In addition, the Wil o 5 SRAMBRR B A
consolidated financial statements include applicable disclosures LRA (T LR e 2 BRRE -

required by the Rules Governing the Listing of Securities on the
Stock Exchange (“Listing Rules”).
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2.1 BASIS OF PREPARATION (continued)

(b) Basis of measurement and going concern
assumption

(i)

(ii)

Basis of measurement

The consolidated financial statements have been prepared
under the historical cost basis except for investment
property which is measured at fair value. The measurement
bases are fully described in the accounting policies below.

Going concern assumption

For the year ended 30 June 2021, the Group has incurred
a loss of approximately HK$11,798,000 and at the end
of the reporting period, its current liabilities exceeded its
current assets by approximately HK$3,361,000 and had
total bank borrowings of HK$6,000,000 that are due within
12 months from reporting period. The management of
the Group has prepared a cash flow projection covering
a period of 12 months from the date of the consolidated
financial statements. The directors of the Company have
given careful consideration to the future liquidity and
performance of the Group and the Group’s available
sources of financing in assessing whether the Group will
have sufficient financial resources to continue as a going
concern. The following measures have been undertaken to
mitigate the liquidity pressure and to improve the financial
position of the Group:

- As at 30 June 2021, the Group had unutilised
banking facilities for revolving loan available for
drawdown amounted to HK$9,000,000. Subsequent
to 30 June 2021, the Group has further drawn down
HK$4,000,000; and

- On 27 August 2021, the Group obtained an
unsecured and unguaranteed loan facility with
interest-bearing of 5% per annum amounted to
HK$15,000,000 from its ultimate holding company
for two years from the date of loan facility.
As at the approval date of these consolidated
financial statements, the Group has drawn
down HK$3,000,000 and the unutilised loan
facility available for drawdown amounted to
HK$12,000,000.

Accordingly, the consolidated financial statements have been
prepared on a going concern basis.

Functional and presentation currency

The consolidated financial statements are presented in Hong
Kong dollars (“HK$"), which is also the functional currency of the
Company, and all values are rounded to the nearest thousands,
except when otherwise indicated. Each entity in the Group
maintains its books and records in its own functional currency.
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21 REIEEE)
(b) HEEERBESERR

(i)

(i)

Bt -

itERE

GRMBRRECRELKARER
ol ERENFEAFEGE 5 E
EEZINTXAREZGFER

f#f*z«( AA J-‘-/‘L

ﬁi_v_ FRAZTHLEEE

AEET54911,798,0007 7T 2 &
B MRAREHER ERPEER
BREEEL3361,0008T T
6,000,000 T Z SBITEEBELER
HEMEIVEANDIE - REEEE
EEGH—HREEREVBERERA
HENEARRNZREREN - KD

AEEETEAEERTERAYTH
BREELER BATHEELE
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ZAUREERE - RERTBHESE
HRREREE 2 BEHR - BHRE
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2.1 BASIS OF PREPARATION (continued)

(d) Comparative figures

2.1
(d)

For the year ended 30 June 2021, the directors of the Company

reviewed the presentation of the accounting items in the
consolidated financial statements, and certain comparative
figures have been re-presented to conform to the current year’s
presentation. The changes represented the reclassification of
accounting items in the consolidated statement of profit or loss
and other comprehensive income which included (i) reversal
of impairment/(impairment loss) on financial assets, net and (ii)
reversal of impairment/(impairment loss) on property, plant and
equipment, net previously reported under “other gain, net” were
separately presented under “reversal of impairment/(impairment
loss) on financial assets, net” and “reversal of impairment/
(impairment loss) on property, plant and equipment, net”
respectively.

The directors of the Company considered that such
reclassification provided more informative presentation on the
primary statement of the consolidated statement of profit or loss
and other comprehensive income.

Effect on the consolidated statement of profit or loss and other
comprehensive income for the year ended 30 June 2020:

As previously

WEEE(E)

BT

RHE-_Z-—-F AZ+HILIFEMS
AAREFERGANBRRTEHERY
ENMETURATELEHZIIUFA
FERZIFA c BHBLREGEEER
Hit 2 EWERTEHEENERHE &
HEERLE(EMRETEIETER Y
(EBEEZRERE/(AEER) FER
||¢%¥ BELEE2RERE,/ (RES
B)E8E RENEI2REECHER
B/ (REFR)FE]RIME  BERE
ZRERE/ (REFR) FEIETERS
Bl

$ AEERAE J:LE'JE%W\*EEZ?QTE
aREMZARERNEERRPIRESR
BERMET -

HHE-T_TEAA-THILEFENRAR
BaERAt2ARERNTE

Other gain, net Hitn s %48

Reversal of impairment/ ERMEEZRE
(impairment loss) on BmOREEE)
financial assets, net HE

Reversal of impairment/ ¥ BER&E2
(impairment loss) on property, RERE, CRE
plant and equipment, net B1R)%HE

The reclassification has no financial impact to the consolidated
statement of financial position, the consolidated statement of cash
flows and the consolidated statement of changes in equity.

In addition, comparative figures of losses per share have been
retrospectively adjusted on the assumption that the share
consolidation in November 2020 had been effective in the prior
year. Details of which are set out in Note 12.
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reported  Reclassification  As re-presented
ANAITE R BHOE BHZ5
HK$'000 HK$’000 HK$'000
TET TET TAET
(8,980) 9,047 67
- (522) (522)

- (8,525) (8,525)

EFARHEHBINE BAREHE
RREABSEDRLBHBYE -

W BREENLRETELERK-Z
—?E—I_ ARG & HE L —FE AR
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Z—EXNAZFH
2.2 ADOPTION OF HKFRS 22 BMERMBREER
(a) Adoption of new or amended HKFRS — (@) RAFMTREBIERUBRE
effective 1 July 2020 B-R-ZB-EFLH— Elix‘i(
Amendments to HKFRS 3 Definition of a Business EREBRLER ERrEE
B ER] \
Amendments to HKAS 1 Definition of Material BEGHENE IR EAZER
and HKAS 8 kA B &R
F83 2 ER] )
Amendments to HKAS 39, Interest Rate Benchmark Reform Nl FIREERE
HKFRS 7 and HKFRS 9 F393 - BB
&R ETH L
BAMGRE LR
FIR BT
Revised Conceptual Framework for Financial Reporting RETZHBERERIER
The adoption of the amendments to standards and framework has RMERRERZ ETHASE 2 ¥ B N
no significant impact on the Group’s results and financial position BRRLEBAYE TIESAREZE
or any substantial changes in Group’s accounting policies. ARRHRENERR
In addition, the Group has early adopted COVID-19-Related Rent A AEBERAEAMAHIRH T
Concessions beyond 30 June 2021 (Amendment to HKFRS 16) ——FRNAZTRNE 220198 R FERA
ahead of its effective date and applied the amendment from 1 ﬁﬁfﬁﬁ})ﬁ%(?ﬁﬁﬁﬁ#ﬁi;@ﬁw%mfzw
July 2020. The adoption of this new amendment does not have a i) YEBE-E-THELA-BEEAZ
material impact to the Group’s results and financial position. {/ A RAZFETERSE SR RMTHG
MALEEATE -
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2.2 ADOPTION OF HKFRS (continued)
(b) New/amended HKFRS that have been issued (b)

but are not yet effective

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

the date they become effective.

Amendments to HKAS 1

BRGEAR IR 2T
Amendments to HK Interpretation 5(2020)

FeaResHeEs (ZF-FF)

Amendmgnts to HKAS 8
BB ERET 2185
Amendments to HKAS 12

BESHEE12R 2B

Amendments to HKAS 16
BELENF165 2B

Amendmenls to HKAS 37
ARG EE R 2B

HKFRS 17

BEYBRERNE7H

Amendments to HKFRS 3

BB RS EAER 2B
Amendments to HKFRS 10 and HKAS 28

%Crg?i BREEAR 100 REA G ER R 285

il

Amendments to HKAS 39, HKFRS 4, HKFRS 7,
HKFRS 9 and HKFRS 16

BRGEAE308 BRI BREEZAR -
BAMBREENRTS - BAHBRE LA
FORREBNHREEAR 165 2£7]

Annual Improvements to HKFRSs 2018- 2020

20 RAEBHBREEN(H)
ERHERRENNHT ST E
BUMBREER

AT A g A S B A M B RA AT
/BETRENBREENDERMHAHK
B3 BASEWRERES - AEEE A
AERZEEDEN ARRREEY -

Effective Date

£¥AH

Classification of Liabilities as Current or Non-current 1 January 2023

BRENRARDIERD I

Presentation of Financial Statements - Classification by the 1 January 2023
Borrower of a Term Loan that Contains a Repayment on Demand

Clause
Eﬁ%ﬁ%ﬁZ%W ERAHRSERERET BFNTHER 2 “Z-=%-A-H
e
Definition of Accounting Estimates 1 January 2023
gt 2 -$-=5-A-§
Deferred Tax related to Assets and Liabilities arising from a Single 1 January 2023
Transaction
REE—ER S EERARABEELHE S

Property, Plant and Equipment - Proceeds before Intended Use 1 January 2022

n% - BERSE-RERGAEFAE :?::E—H =
Onerous Contracts - Cost of Fulfilling a Contract 1 January 2022
EREEAN-BHAHZIE :T::E A—H
Insurance Contracts 1 January 2023
1 ’ZN\DQ] :giziiﬂia
Reference to the Conceptual Framework (Note (i))
HEESER R i)
Sale or Contribution of Assets between an Investor and its Associate (Note (ii))
or Joint Venture
RERREBENAIAGLEANEELES TS (i3 Gi))
Interest Rate Benchmark Reform - Phase 2 1 January 2021
MEREEYE -2 -RE —E--F-f-H

1 January 2022

T-\FE-T-TEEFRMBRERL “E--%-f-H
¢r G¢d
Note: Mt
(i) Effective for business combinations for which the date of acquisition is (i) HUEAEAE-F - —F— A FH
on or after the beginning of the first annual period beginning on or after B2 EEFRHERRRAZ ROEFEH
1 January 2022. R
(i) The amendments shall be applied prospectively to the sale or i) BECTEAFBRZERREFTAHE

contribution of assets occurring in annual periods beginning on or after

a date to be determined.
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2.2 ADOPTION OF HKFRS (continued)

(b)

New/amended HKFRS that have been issued

but are not yet effective (continued)
Amendments to HKAS 1, Classification of Liabilities as Current

or Non-current and HK Interpretation 5 (2020), Presentation of
Financial Statements — Classification by the Borrower of a Term
Loan that Contains a Repayment on Demand Clause

The amendments clarify that the classification of liabilities as
current or non-current is based on rights that are in existence
at the end of the reporting period, specify that classification is
unaffected by expectations about whether an entity will exercise
its right to defer settlement of a liability and explain that rights
are in existence if covenants are complied with at the end of the
reporting period. The amendments also introduce a definition of
‘settlement’ to make clear that settlement refers to the transfer
to the counterparty of cash, equity instruments, other assets or
services.

HK Int 5 (2020) was revised as a consequence of the Amendments
to HKAS 1 issued in August 2020. The revision to HK Int 5 (2020)
updates the wordings in the interpretation to align with the
Amendments to HKAS 1 with no change in conclusion and do not
change the existing requirements

Amendments to HKAS 8, Definition of Accounting Estimates

The amendments to HKAS 8 clarify how companies should
distinguish changes in accounting policies from changes in
accounting estimates. That distinction is important because
changes in accounting estimates are applied prospectively only
to future transactions and other future events, but changes in
accounting policies are generally also applied retrospectively to
past transactions and other past events.

Amendments to HKAS 12, Deferred Tax related to Assets and
Liabilities arising from a Single Transaction

The amendments narrow the scope of the recognition exemption
in paragraphs 15 and 24 of HKAS 12 (recognition exemption) so
that it no longer applies to transactions that, on initial recognition,
give rise to equal taxable and deductible temporary differences.

Amendments to HKAS 16, Property, plant and Equipment —
Proceeds before Intended Use

The amendments prohibit deducting from the cost of an item of
property, plant and equipment any proceeds from selling items
produced while bringing that asset to the location and condition
necessary for it to be capable of operating in the manner intended
by management. Instead, the proceeds from selling such items,
and the cost of producing those items, is recognised in profit or
loss.
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2.2 ADOPTION OF HKFRS (continued)

(b)

New/amended HKFRS that have been issued

but are not yet effective (continued)
Amendments to HKAS 37, Onerous Contracts — Cost of Fulfilling a
Contract

The amendments specify that the ‘cost of fulfilling’ a contract
comprises the ‘costs that relate directly to the contract’. Costs
that relate directly to a contract can either be incremental costs
of fulfilling that contract (e.g. direct labour and materials) or an
allocation of other costs that relate directly to fulfilling contracts
(e.g. the allocation of the depreciation charge for an item of
property, plant and equipment used in fulfilling the contract).

HKFRS 17, Insurance Contracts

The new standard establishes the principles for the recognition,
measurement, presentation and disclosure of insurance contracts
and supersedes HKFRS 4, Insurance Contracts. The standard
outlines a ‘General Model’, which is modified for insurance
contracts with direct participation features, described as the
'Variable Fee Approach’. The General Model is simplified if
certain criteria are met by measuring the liability for remaining
coverage using the Premium Allocation Approach.

Amendments to HKFRS 3, Reference to the Conceptual
Framework

The amendments update HKFRS 3 so that it refers to the revised
Conceptual Framework for Financial Reporting 2018 instead of
the version issued in 2010. The amendments add to HKFRS 3 a
requirement that, for obligations within the scope of HKAS 37, an
acquirer applies HKAS 37 to determine whether at the acquisition
date a present obligation exists as a result of past events. For a
levy that would be within the scope of HK(IFRIC)-Int 21 Levies,
the acquirer applies HK(IFRIC)-Int 21 to determine whether the
obligating event that gives rise to a liability to pay the levy has
occurred by the acquisition date. The amendments also add an
explicit statement that an acquirer does not recognise contingent
assets acquired in a business combination.
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2.2 ADOPTION OF HKFRS (continued)

(b)

New/amended HKFRS that have been issued

but are not yet effective (continued)
Amendments to HKFRS 10 and HKAS 28, Sale or Contribution of
Assets between an Investor and its Associate or Joint Venture

The amendments clarify with situations where there is a sale or
contribution of assets between an investor and its associate or
joint venture. When the transaction with an associate or joint
venture that is accounted for using the equity method, any gains
or losses resulting from the loss of control of a subsidiary that does
not contain a business are recognised in the profit or loss only
to the extent of the unrelated investors’ interests in that associate
or joint venture. Similarly, any gains or losses resulting from
the remeasurement of retained interest in any former subsidiary
(that has become an associate or a joint venture) to fair value are
recognised in the profit or loss only to the extent of the unrelated
investors’ interests in the new associate or joint venture.

Amendments to HKAS 39, HKFRS 4, HKFRS 7, HKFRS 9 and
HKFRS 16, Interest Rate Benchmark Reform — Phase 2

The amendments address issues that might affect financial
reporting when a company replaces the old interest rate
benchmark with an alternative benchmark rate as a result of the
interest rate benchmark reform (the “Reform”). The amendments
complement those issued in November 2019 and relate to (a)
changes to contractual cash flows in which an entity will not
have to derecognise or adjust the carrying amount of financial
instruments for changes required by the Reform, but will instead
update the effective interest rate to reflect the change to the
alternative benchmark rate; (b) hedge accounting in which an
entity will not have to discontinue its hedge accounting solely
because it makes changes required by the Reform, if the hedge
meets other hedge accounting criteria; and (c) disclosures in
which an entity will be required to disclose information about
new risks arising from the Reform and how it manages the
transition to alternative benchmark rates.
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2.2 ADOPTION OF HKFRS (continued)

(b) New/amended HKFRS that have been issued

but are not yet effective (continued)
Annual Improvements to HKFRSs 2018-2020

The annual improvements amends a number of standards,
including:

. HKFRS 1, First-time Adoption of Hong Kong Financial
Reporting Standards, which permit a subsidiary that applies
paragraph D16(a) of HKFRS 1 to measure cumulative
translation differences using the amounts reported by its
parent, based on the parent’s date of transition to HKFRSs.

. HKFRS 9, Financial Instruments, which clarify the fees
included in the ‘10 per cent’ test in paragraph B3.3.6 of
HKFRS 9 in assessing whether to derecognise a financial
liability, explaining that only fees paid or received between
the entity and the lender, including fees paid or received
by either the entity or the lender on other’s behalf are
included.

. HKFRS 16, Leases, which amend lllustrative Example 13
to remove the illustration of reimbursement of leasehold
improvements by the lessor in order to resolve any potential
confusion regarding the treatment of lease incentives that
might arise because of how lease incentives are illustrated
in that example.

. HKAS 41, Agriculture, which remove the requirement to
exclude taxation cash flows when measuring the fair value
of a biological asset using a present value technique.

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

()

Business combination and basis of

consolidation

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

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

The Group accounts for business combinations using the
acquisition method when the acquired set of activities and assets
meets the definition of a business and control is transferred to the
Group. In determining whether a particular set of activities and
assets is a business, the Group assesses whether the set of assets
and activities acquired includes, at a minimum, an input and
substantive processes and whether the acquired set has the ability
to produce outputs.

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

S@EELRARAS CROSSTEC Group Holdings Limited © © o o o 121

30 June 2021
——F A=1H

31 EASHBRBE

(a)

ERAHRGREE

REVBRREREALARANBLRR (A
%@DZM%%E°%E%Q$% ARIAR
ERBRAERENENRHZELR
A%Wﬁ%ﬁ%%ﬁ% AERBANCY
#ERR AR E@mﬁiééﬁaﬂﬁ
BIBRS - R ERT - BRINBSRER

FRBASLEZMBARZEENES
Wﬁﬂtﬁﬁiﬁ&EWE%HWEﬁﬁA

AREREMZENER - MEFE K
ﬂWE A BRRIFHAE - uﬁﬁ%
EREHBIREAREAMK R ARMER
E-He

ERENREREREERAERT
FRNHEEREAEER  AEERES
ARERUBENE B EBTERE
BREERTERNERE  KREEFHHMK
BH— @SF&ﬁﬁéﬁ%E%QE%&A
REGRRE  ARFIBBHALRE
EXEL -

WEBRAT RFABREE MELABERE
SE(ERRED) BT RERNKEERZ
RPERBAE - FIREZTRAEERM
FERETERUBERZATEAE X
EI%%%H&W%EZ&%MW$MHZ
RPEEHAE MAELZREREREE
FE SRR o AEETRERRHEER
RPERREEREET 2 TRHIEEHE
ZUPRERMB AR R ABR AR A EE
m%#?h%@c%ﬁﬁﬁﬁih% 22k
RPERE - EERAMBREENRTER
st EERRIN o FES 2 WERBKA
— AR - BB AE LR EITRA
TAMBEmT MR



Notes to the Consolidated Financial Statements

an\ = /\7J ﬁﬂ -’F&% ﬁ

30 June 2021
—EF-—F HA=1H

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a) Business combination and basis of

consolidation (continued)

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

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

Changes in the Group’s interests in a subsidiary that do not result
in a loss of control of the subsidiary are accounted for as equity
transactions. The carrying amount 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 the owners of the
Company.

When the Group loses control of a subsidiary, the gain 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. Amounts previously recognised
in other comprehensive income in relation to that subsidiary
are accounted for on the same basis as would be required if the
relevant assets or liabilities were disposed of.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

Subsidiaries

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

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

Property, plant and equipment

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

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

When the use of a property changes from owner-occupied to
investment property, the property is also remeasured to fair value
prior to the reclassification.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(c)

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

Building
Right-of-use assets

50 years

Over the shorter of the respective
lease terms or 50 years

Over the shorter of the respective
lease terms or 5 years

Furniture and fixtures 25%

Office equipment 20 t0 33.3%

Motor vehicles 30%

Leasehold improvements

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

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

Investment property

Investment property is property held either to earn rentals or
for capital appreciation or for both, but not held for sale in the
ordinary course of business, use in the production or supply of
goods or services or for administrative purposes.

Investment properties are measured at cost on initial recognition
and subsequently at fair value with any change therein recognised
in profit or loss.

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.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e) Lease

(i)

The Group as a lessee

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

Right-of-use asset

The right-of-use asset should be recognised at cost and
would comprise: (i) the amount of the initial measurement
of the lease liability (see below for the accounting policy
to account for lease liability); (ii) any lease payments
made at or before the commencement date, less any lease
incentives received; (i) any initial direct costs incurred
by the lessee and (iv) an estimate of costs to be incurred
by the lessee in dismantling and removing the underlying
asset to the condition required by the terms and conditions
of the lease, unless those costs are incurred to produce
inventories.

Except for right-of-use asset that meets the definition of
an investment property or a class of property, plant and
equipment to which the Group applies the revaluation
model, the Group measures the right-of-use assets
applying a cost model. Under the cost model, the Group
measures the right-to-use at cost, less any accumulated
depreciation and any impairment losses, and adjusted for
any remeasurement of lease liability. For right-of-use asset
that meets the definition of an investment property, they are
carried at fair value and for right-of-use asset that meets the
definition of a leasehold land and buildings held for own
use, they are carried at revalued amount.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e) Lease (continued)
(i) The Group as a lessee (continued)

Lease liability

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

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

Subsequent to the commencement date, the Group
measures the lease liability by: (i) increasing the carrying
amount to reflect interest on the lease liability; (ii) reducing
the carrying amount to reflect the lease payments made;
and (i) remeasuring the carrying amount to reflect any
reassessment or lease modifications, or to reflect revised
lease in-substance fixed payments.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e) Lease (continued)

(i)

The Group as a lessee (continued)

Lease liability (continued)

When the Group revises its estimate of the term of any
lease (because, for example, it re-assesses the probability of
a lease extension or termination option being exercised), it
adjusts the carrying amount of the lease liability to reflect
the payments to make over the revised term, which are
discounted using a revised discount rate. The carrying
value of lease liabilities is similarly revised when the
variable element of future lease payments dependent on a
rate or index is revised, except the discount rate remains
unchanged. In both cases, an equivalent adjustment is
made to the carrying value of the right-of-use asset, with
the revised carrying amount being amortised over the
remaining (revised) lease term. If the carrying amount of the
right-of-use asset is adjusted to zero, any further reduction
is recognised in profit and loss.

When the Group renegotiates the contractual terms of a
lease with the lessor, if the renegotiation results in one
or more additional assets being leased for an amount
commensurate with the standalone price for the additional
right-of-use obtained, the modification is accounted for as
a separate lease, in all other cases, where the renegotiated
increases the scope of the lease (whether that is an
extension to the lease term, or one or more additional
assets being leased), the lease liability is remeasured
using the discount rate applicable on the modification
date, with the right-of-use asset being adjusted by the
same amount. With the exception to which the practical
expedient for Covid-19-Related Rent Concessions applies,
if the renegotiation results in a decrease in the scope of the
lease, both the carrying amount of the lease liability and
right-of-use asset are reduced by the same proportion to
reflect the partial or full termination of the lease with any
difference recognised in profit or loss. The lease liability
is then further adjusted to ensure its carrying amount
reflects the amount of the renegotiated payments over
the renegotiated term, with the modified lease payments
discounted at the rate applicable on the modification date
and the right-of-use asset is adjusted by the same amount.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e) Lease (continued)

(i)

(ii)

128 - . ...

The Group as a lessee (continued)

Lease liability (continued)

COVID-19 Related Rent Concessions

The Group adopted the COVID-19 Related Rent
Concessions practical expedient which applies only to
rent concessions occurring as a direct consequence of
COVID-19 pandemic and only if all of the following criteria
are satisfied: (i) the change in lease payments results in
revised consideration for the lease that is substantially
the same as, or less than, the consideration for the lease
immediately preceding the change; (ii) the reduction in
lease payments affects only payments originally due on
or before 30 June 2022; and (iii) there is no substantive
change to other terms and conditions of the lease.

The Group is not required to determine a revised discount
rate and the effect of the change in the lease liability is
reflected in profit or loss in the period in which the event
or condition that triggers the rent concession occurs. The
Group has elected to utilise the practical expedient for all
rent concessions that meet the criteria.

The Group as a lessor

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

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying
amount of the leased asset and recognised as an expense
on the straight-line basis over the lease term.

Any changes in the scope of the consideration for a lease
that was not part of the original terms and conditions of
the lease are accounted for as lease modifications. The
Group accounts for a modification to an operating lease
as a new lease from the effective date of the modification,
recognising the remaining lease payments as income on a
either a straight-line basis or another systematic basis over
the remaining lease term.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(f) Financial instruments

(i)

Financial assets

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

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

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

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

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

(f)  Financial instruments (continued)

(i)

130 - - -

Financial assets (continued)

Debt instruments (continued)

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

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

Equity instruments

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

—Z2-—%E#% Annual Report 2021

3.1

EXETHRBEA)

(f)

TMIAGE)

(1)

THEE(E)

EETA(E)

AATFEFAEMPEBA (AT
B AEMEEBAL - BRFEE
Hﬁlﬁié%@fﬁimé&ﬁﬁéﬂéﬁﬁ’]
BE WREENHENSERRAE
SAMEMEH - AINERAMEE
WAMRTERE - LATERAR
R ERANEBREBRERATE
ST o FEWA TR BERNE A
& mER s RERNKAETE
m%w Hit W REEFEREM

EPRYARER o N ERERES - R
tEERA R 2 REREBREH D
MER#T -

ARFERARS AR FEFAR
G/ TRAERRREEENSRE
E: FW%%LFTEMQ¥E?A
BENEREE  HRHBFUR
EFfENEREE - ﬁW%i@ﬁF
ERNIBNHERED - MBES
RFEE - (TETA(BREBNRK
MIETR)TEEARERE K
FRETRBMEHTA - RERE
TERAENFEN RN EREER
BRARTEFABERE  MA
WAEBEADM - BEM LA
f%IET”@EM%%ﬁ$ﬂ$%

RPEFAEMEERA - WS
%%ﬁ%§m¢2ﬁ 2hc 0 AlEHT
AR ERNSERREERARTE
STARE

BATA

MTERALIREEENRARE
B AEERRET R AR
FEARAFEIEELFENERE
B WEERRTEERENERR
fEE o WATEF AR B2 ERAL
BRARERATENE - REWAE
BETER  RIERSBARERE
EURER D RERA « Bt FHNERE
BREMZERARDR  TREEHR
‘@Kﬁﬂoﬁﬁﬁmh$lﬂﬂﬁ
BADFERFABR INCEN
BRERF B ARE @EE i i

7J o
o



Notes to the Consolidated Financial Statements

.vTx = ,\7J ﬁi #&% ﬁ

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(f) Financial instruments (continued)

(ii)

Impairment loss on financial assets

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

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

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

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

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

(f)  Financial instruments (continued)
(i) Impairment loss on financial assets (continued)
The Group assumes that the credit risk on a financial asset
has increased significantly if it is more than 30 days past
due.

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

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

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

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

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

Definition of default

For internal credit risk management, the Group considers
an event of default occurs when information developed
internally or obtained from external sources indicates that
the debtor is unlikely to pay its creditors, including the
Group, in full (without taking into account any collaterals
held by the Group). Irrespective of the above, the Group
considers that default has occurred when a financial
asset is more than 90 days past due unless the Group has
reasonable and supportable information to demonstrate that
a more lagging default criterion is more appropriate.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 EASHEEBESE)
POLICIES (continued)
(f)  Financial instruments (continued) ) SMIEE)
(i) Impairment loss on financial assets (continued) (i) ZEEEZHEEEE)
Credit-impaired financial assets FERBEzCRERE

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

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

Write-off policy

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

Subsequent recoveries of an asset that was previously
written off are recognised as a reversal of impairment in
profit or loss in the period in which the recovery occurs.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

Financial liabilities at amortised cost

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

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

(iv)  Effective interest method

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

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

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

Financial liabilities are derecognised when the obligation

specified in the relevant contract is discharged, cancelled
or expires.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 BEASHHEEBE(E)

POLICIES (continued)

(g) Foreign currencies (g)

b

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

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

S@Em2RERAT CROSSTEC Group Holdings Limited © ® o o o 135

SEERNEGEXBMETR %ﬁ%%ﬁ
BHREE]) MINERETHR
ﬁﬁ%%i%%@%@%k%°%%ﬁ%ﬁ
ERBENNRERROBITEXRE - U
W%Wﬁ&$ﬁ§ﬂ%f%ﬁﬁﬁ@i%ﬁ
B -REESHAERRBESRREMES
%ER%@FﬁﬁFEﬂWEE SRR o

RERAE  BAXBORARRIARA
BRFENTHEXRERAEEANZHE
%@Wﬁw BRIEIRER A EKRE - it
BRT - ARETR R HE M BTEXER
MEXBRE - IEBNEBNEER AR
NBEBROBITEXBE - ELNEHR
Z8(0A) DREM2ERAER - WRE
B R ARBIMERE (RTBERTBER
DEHES) cFEEBNSBMBRROE
sARBERATERE (BRARERR
BB EBRREFE—HD) MERME
REBRNENHIBEEMZERA - TNE
w2 ARBINERR -



Notes to the Consolidated Financial Statements

.vT\ = /\7J ﬁ& #&% Bﬁ

30 /une 2021
—7— ﬁ:’_/\ﬁ %E

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 BEASHHEEBE(E)
POLICIES (continued)

(h) Revenue recognition (hy WARR
The Group recognises revenue when (or as) a performance AEERTKEHRER ARG EROE
obligation is satisfied, i.e. when “control” of the goods or services TREMNE RS RE [ EETRR
underlying the particular performance obligation is transferred to B ) RN o
customers
A performance obligation represents a good or service that BREEERENE-EmARBR—FI
is distinct or a series of distinct goods or services that are REHEREBAREE mAMRE - WA IR
substantially the same. Control is transferred over time and PIRIE - BIRHIRREREYR - Y ek
revenue is recognised over time by reference to the progress BRER T EKEBRORENEEERNR
towards complete satisfaction of the relevant performance A

obligation if one of the following criteria is met:

1) the customer simultaneously receives and consumes the 1) RESEENR ZERERGLE
benefits provided by the Group‘s performance as the Group AAKEROMRANT S
performs;

2)  the Group’s performance creates or enhances an asset that 2)  AEENBAELSIRANVAEER
the customer controls as the Group performs; or MEMESEHN—REE &

3)  the Group’s performance does not create an asset with 3) FEEMEAYAELHASERE
an alternative use to the Group and the Group has an tRENEE BAREHESER
enforceable right to payment for performance completed to KEHORREE A BB RITHE
date. Mo

Otherwise, revenue is recognised at a point in time when the TR WASERFPEBHEE mIRBH

customer obtains control of the distinct good or service. TR R -

Depending on the terms of the contract and the laws that apply to BAR GO GRERERRE ONERR

the contract, control of the goods or service are transferred by the E o ARERE-KEHEI-RERENRET

Group to customers or at a point in time or over time as follows: FEBEMIRB 2 ZHENT :

Point in time R85

(i)  Sale of millwork and furniture, and facade fabrication is i) HESE FEEIARERNEENR
recognised when the goods are delivered BRAENERRMNEER

Over time —RE/A

(i) Income from interior solutions projects ()  ERBRAREBRA

(i) Maintenance service income (i) EERBEA

(ili)  Design and project consultancy service income (i) FREREEFBRBEEA
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 BEASHHEEBE(E)

POLICIES (continued)

(h) Revenue recognition (continued) (h)

WARR (&)

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

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

Contract assets and contract liabilities

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

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

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

(i) Income taxes
Income taxes for the year comprise current tax and deferred tax.

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

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

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

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

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

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, the existence of which will only be confirmed by
the occurrence or non-occurrence of one or more future events,
are also disclosed as contingent liability unless the probability of
outflow of economic benefits is remote.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 BEASHHEEBE(E)

POLICIES (continued)

(k) Impairment of non-financial assets (k)

FEMEERE

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

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

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

Value in use is based on the estimated future cash flows
expected to be derived from the asset, discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset or cash generating unit.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(I) Employee benefits
(i) Defined contribution retirement plan

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

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

(i) Short-term employee benefits

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

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

(m) Government grants

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

(n)

Share-based payments

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

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

Cash and cash equivalents

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

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

(p) Related parties
(@) A person or a close member of that person’s family is
related to the Group if that person:

(i)

(ii)

(iii)

has control or joint control over the Group;

has significant influence over the Group; or

is a member of key management personnel of the

Group or the Group's parent.

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

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

(i) 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).

(iii)  Both entities are joint ventures of the same third
party.

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

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

(vi)  The entity is controlled or jointly controlled by a
person identified in (a).

(vii) A person identified in (a)(i) has significant influence
over the entity or is a member of key management
personnel of the entity (or of a parent of the entity).

(viii) The entity, or any member of a group of which it is a
part, provides key management personnel services to

the Group or the Group's parent.

142 e o o o O —BT-—FE#H% Annual Report 2021

31 EREHBRBE#E)

(p) BEA

(@)

fHEATAL - A LTEZALH
ARFENEEAREA R

(i)

(if)

(iii)

HAEERE IRk LR
7

HAREREAYEN &
RAKEIAKEYRANE

ZEEENE -

i3 a TWT11#
L)

() HEREAZEER-SEOK
,\'H%Rl CING=NG
RRAZMBLRR AT -

AIEREAR

(i) —HERAS-EENHEA
ARAENA (HEENER
AL DRNAERE W

—ERBRZEENKEAR
a]) e

(i) MEZBERA-F=H84

L/‘\j

vy —HEBAR-F=1EEN
é““ﬂ hE-EEA%E
SHERNBELR -

v) HEBERAKEBFEAEES
BN EERE SRR
EBE A -

*;'EF@‘:\Z

VEFTHAIN AL

(vi) % Bz (a
Bl EREH
(i) R@iBFR#FOALTHZE

BEEAYES ABLERE
(FRERNBAR)NIEE
BEKE -

(vii) ZEBIZEBBET—IH
REBETEMKE R RRA
EESAEETRRREEE
BB ABR



Notes to the Consolidated Financial Statements

an\ = ,\7J 7?[ #&% ﬁ

30 June 2021

——#XNA=FH
3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 3.1 BASHBEHE (&)
POLICIES (continued)
(p) Related parties (continued) (p) EBHR (&)
Close members of the family of a person are those family X /\:T:E'JL%E%EEX REEZEERS
members who may be expected to influence, or be influenced by, SSELREZ Fd /\i‘kx;f}\ia 0%
that person in their dealings with the entity and include: ERE B
(i) that person’s children and spouse or domestic partner; (i) BEANIOTEZLREBEREREEE:
(i) children of that person’s spouse or domestic partner; and (i) FZBATHEBRRAEBHOTR:
R
(iii)  dependents of that person or that person’s spouse or (i)  ZBALTEZAALNEBEXFER
domestic partner. HORE
3.2 CRITICAL ACCOUNTING JUDGEMENTS 32 EEEMAMRAHFARARRZE
AND KEY SOURCES OF ESTIMATION ERIR
UNCERTAINTY
In the application of the Group’s accounting policies, the directors EERASENGHBERR ESARTHUEM
are required to make judgments, estimates and assumptions about the RREREENEERBENRAEEL S &
carrying amounts of assets and liabilities that are not readily apparent ARER - ZERTRIEERRIRBEBELRK
from other sources. The estimates and associated assumptions are HARARBNEMEREL - ER20198 KBS R
based on historical experience and other factors that are considered to 15 E&—J i@i’%aﬁgﬁg&@i IR ERERTHEE
be relevant. Given Covid-19 pandemic has created and may continue A& ERAERTEAAIRZ SR -
to create significant uncertainty in macroeconomic conditions, actual
results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing ZEMF RARRRESEEERT - WG
basis. Revisions to accounting estimates are recognised in the period in ETTIBETE - MEFTEPETET0BR - Al
which the estimate is revised if the revision affects only that period or in AR BRER - AmES %%;?Hﬁ&
the period of the revision and future periods if the revision affects both ARER AEETHRRRARERER

current and future periods.
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3.2 CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION

UNCERTAINTY (continued)

(@) Critical judgements in applying accounting

policies
The following is the critical judgement, apart from those involving
estimates (see below), that the directors have made in the process
of applying the Company’s accounting policies and that have the
most significant effect on the amounts recognised in the financial
statements.

Going concern consideration

The assessment of the going concern assumption involves making
a judgement by the directors, at a particular point of the time,
about the future outcome of events or conditions which are
inherently uncertain. The directors consider that the Group has
the capability to continue as a going concern assumption is set
out in Note 2.1(b)(ii).

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

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

(b) Key sources of estimation uncertainty (b)

T REREZEERR

In addition to information disclosed elsewhere in these financial
statements, other key sources of estimation uncertainty that have
a significant risk of resulting a material adjustment to the carrying
amounts of assets and liabilities within next financial year are as
follows.

Impairment of trade and retention receivables

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

For more information in relation to the impairment of the trade
and retention receivables, please refer to Note 16 and 30 to the
consolidated financial statements.

Impairment of property, plant and equipment

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

Changes in assumptions in impairment assessments across
the years such as the pre-tax discount rate and growth rate of
estimated revenue and profit margin in the cash flow projections
could materially affect the value in use in the impairment
assessment and as a result affect the Group’s financial position
and results of operations.
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32 EESHANRMAHFABAPEZE
ERR (&)

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

(b) Key sources of estimation uncertainty (b)

T REREZEERR

(continued)

Impairment of property, plant and equipment (continued)

For more information in relation to the impairment of property,
plant and equipment, please refer to Note 13 to the consolidated
financial statements.

Fair value measurement

The Group measures investment properties at fair value. Certain
assets included in the Group’s consolidated financial statements
also require disclosure of fair value. Significant estimation and
judgement are required to determine the fair value.

The fair value measurement utilises market observable inputs
and data as far as possible. Inputs used in determining fair value
measurements are categorised into different levels based on how
observable the inputs used in the valuation technique utilised are
(the “fair value hierarchy”):

. Level 1: Quoted prices in active markets for identical items
(unadjusted);
. Level 2: Observable direct or indirect inputs other than

Level 1 inputs;

. Level 3: Unobservable inputs (i.e. not derived from market
data).

The classification of an item into the above levels is based on the
lowest level of the inputs used that has a significant effect on the
fair value measurement of the item. Transfers of items between
levels are recognised in the period they occur.

For more information in relation to the fair value measurement
of the investment properties, please refer to Note 14 to the
consolidated financial statements.
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Notes to the Consolidated Financial Statements

SEGMENT INFORMATION

Operating segments

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

Geographical information

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

The Group comprises the following main geographical segments:

(a) Revenue from external customers by
locations of customers

e BRI

30 June 2021
—E-—Fx A=+H

2 HER

g

FEETERERELE  BRRALE KER
FEUENRREEAR BB RERE
RERFRES - AORARRIEER - WAL
B EE AR A RS NANAN DI AL EE
B EELE  RASENARG— B YEETL
EHWHBEN - Bl - LWETTEHWER -

it B & R
TEBIBHALERENSBELMA 2 I B
ZEMARKSBI BN AE (ERIER
BEE]) -

FEEZTERRABEHMT :

(@) BREFHELESD 2RENEE
FRBA

2021 2020

B ()

Hong Kong (place of domicile)
Asia (excluding Hong Kong and the People’s

Republic of China (“PRC” or “China”)) =)
PRC h
Europe B
United States (“US”) EHBRARE([ER])
Middle East RR
Others Hit

(b) Specified non-current assets by locations of
assets

EM(FERPEARLNE

HK$’000 HK$'000
FTET SR
45,816 29,400
3,437 4,229
28,837 2,094
2,648 14,642
3,717 924
2,146 38
- 2,462
40,785 24,389
86,601 53,789

b REEMELEII<EEFRD
BE

2021 2020

Hong Kong (place of domicile) BB (M)
PRC i
Europe B
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HK$'000 HK$’000
TEL TET
14,882 18,666
11 114

88 180
14,981 18,960
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4. SEGMENT INFORMATION (continued) 4. HHERE)
Geographical information (continued) HwEEN(E)
(c) Information about major customers 0 FEEFEHR
Revenue attributed from customers that accounted for 10% or RER - REERZELRA10%HKA LK
more of the Group's total revenue during the year is as follows: EPHBADMT :
HK$'000 HK$'000
TEL THET
Client A EFA 19,810 -
Client B ZFB - 10,231
Client C BRC 9,793 -
Client D ZFD - 16,377
Total Bt 29,603 26,608
In the following table, revenue is disaggregated by primary WAREFPHEIRHE TS  TREMIR
geographical markets of customers, major products and service BEIARBAEBERLZEARRTX
lines and timing of revenue recognition.
Disaggregation of revenue from contracts with customers EPEHRAB A IF
Sales of millwork Sales of facade Interior solutions Maintenance Design and project
and fumniture fabrication projects services consultancy services Total
HELE RBR
AEnRGE BERRRE  ZRERPRER RERHE Rt REARARR ax

2020 201 2 201 2020 201 2 2001

HK§'000  HK$'000  HK$'000 HK$'000 HK$'000 HKS'000 HKS$'000 HKS$'000 HKS'000 HKS'000 HK$'000 HKS$'000
Thr TEn TRn Thn TEn TEr TEr T TAr TAr TAr  TEr
Primary geogrephical markets  BFH)E R0

of customers

- Hong Kong &k 2666 1957 37 - 40195 25408 356 68 256 1407 435816 29400

- Asia fexcluding Hong Kong Bl (B R

and PRO) RERS) 3428 41% - - - - 9 2 - 3387 409

-PRC il 3818 189 3468 - 1974 15 M 0003 BT 2887 209
Europe &l 2648 12,956 i ] - - - - - 136 2648 1464
Us 3] 37 94 - - - - - - - -y 9
Middle East hE 1,586 3 560 - - - - - - EAT) 3
Others ifp - -5 - - - - - - - 246
Total EE) 17603 23878 4065 861 59469 25423 609 68 4595 2045 86601 53,789
Timing of revenue recognition ~ BEE A HHELY

under HKFRS 15 2158

- Ata point in time ~RERS 17863 3878 4065 861 - - - - - - N9 4739

- Over time ~EE-ARH - - - - 59469 25423 609 682 4595 2945 64673 29,080

17,863 23,878 4,005 861 59,469 25423 609 682 459 2945 86601 53,789
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Notes to the Consolidated Financial Statements

5. REVENUE, OTHER INCOME AND OTHER
GAIN, NET

Revenue includes the net invoiced value of goods sold, design and
project consultancy service and maintenance service rendered and
contract revenue earned from the interior solutions projects by the
Group. The amounts of each significant category of revenue recognised
are as follows:

5.

BT RKR M

30 June 2021
——FANA=FH

n\/T\

WA~ E At A Rt W 7 2R

WABREREEHEER  RER KA AR
BURRERB  EZFREURENRAARER
FIBMALKA - ERRSEZEINBASEEH
Bl

2021 2020

WA TE R 2 B 2 B

Time of revenue recognition

WA -RERER
HEEm

Revenue - at a point in time
Sales of products
- Millwork and furniture

— Facade fabrication — B
Revenue — over time WA -RB—REH

Income from interior solutions projects ERMARHEREBRA
Maintenance service income 1%%)1%%”50\
Design and project consultancy service income RaT R IE B A RIS A

An analysis of the Group’s other income and other gain/(loss), net
recognised are as follows:

- o8 FBEAHRREE

HK$'000 HK$'000
FHEL FHET
17,863 23,878

4,065 861
59,469 25,423
609 682
4,595 2,945
86,601 53,789

AEEERRHEMBAR A/ (1) 28
iopaR)B UNE

2021 2020

Other income Helr A

Bank interest income RITH BUA
Management income BERPA
Government subsidies (Note) BSHaL (fi2)
Rental income AelA
Others Hit

Other gain, net Ht a5 F 4
Exchange gain, net R G

Note: The HKSAR Government has launched the “Employment Support Scheme”
to provide time-limited financial support to eligible employers to retain their

employees due to the adverse situation of COVID-19 in Hong Kong.

SRKEZRERDLT

HK$'000 HK$’000
TET TET
(re-presented)

(EX251)

22 161
427 384
1,508 325
172 -
96 127
2,225 997
241 67

Wit BEBNTRERIFERL RIEEIGHE FEE
BELIRAERROGHSE  UHEFFHEETE
2019B MG E R G BB EEEFES -
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30 June 2021

its contributions to the pension scheme in future years (2020: Nil).

* Represent amount of less than HK$1,000.
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—E_-FXA=TH
6. FINANCE COSTS 6. BMEKAK
HK$'000 HK$’000
TEL TAT
Interest on bank borrowings RITEEROHN S 183 -
Interest on lease liabilities HEaBHOMS 687 802
870 802
7. LOSS BEFORE INCOME TAX 7. BRAGHAER
The Group's loss before income tax is arrived at after charging/ FEEZRAGRAERENR/GIA) -
(crediting):
HK$'000 HK$'000
Tz T5
Depreciation (Note 13): e (Hiti3) -
— Owned property, plant and equipment —BENE BERR 913 1,610
- Right-of-use assets —ERELE 3,338 5,633
Auditor’s remuneration 2GS 618 710
(Reversal of impairment)/impairment loss nE - WERRENCLERD) RE
on property, plant and equipment, net ERRE (16) 8,525
(Reversal of impairment)/impairment loss SREEN(RERRD),HE
on financial assets, net B (19) 522
Exchange gain, net B 5 Yas - AR (241) (67)
Short-term leases expenses EHEERX 217 103
Expense relating to variable lease payments not Y EREHEAREL
included in the measurement of lease liabilities AEAENRABNFEX - =
Gross rental income from investment property KERENEZHEWALE (172) =
Less: Direct operating expenses arising from B REFRELBERAZ
investment property that generated REMENERLERX
rental income during the year 36 -
Net rental income ik ONE (136) =
Employee benefit expenses (including directors’ BERAMAX
and chief executive’s remuneration): (BREERFETBAEMS)
Wages and salaries TEREM 17,576 19,462
Post-employment benefits — contribution to BRARN - RERFRIKRE B2 50
defined contribution retirement plan* 488 497
Other benefits it @7 2,228 1,905
# At 30 June 2021, the Group had no forfeited contributions available to reduce ’ R-BZ—FXA=1H FEEUEERREFT

UL ERARERZEMEH S (—FF
F )

FEIER, 0008 A5 B
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e TR

30 June 2021

—E-—F H=+H
8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EBRIETBAEMS
REMUNERATION
Directors’ and chief executive’s remuneration for the year, disclosed BEER ITRAREELRIREAEFEZE
pursuant to the applicable Listing Rules and Companies Ordinance is as ERIBTBAEBMEMT
follows:
T N
HK$'000 HK$'000
FTET FTET
Fees ik 444 714
Other emoluments: Hit -
Salaries, bonus, allowances and benefits in kind HE - 4 2R REWIR 5,435 5,925
Pension scheme contributions RINGEHEIB R 59 53
5,494 5,978
5,938 6,692
(a) Independent non-executive directors (@) BUFHTES
The fees paid to independent non-executive directors during the AERCNTRELFHTESZ2RENT:

year were as follows:

2021 2020

HK$'000 HK$’000
TEL THEL
Mr. So Chi Hang HEBLE 147 163
Mr. Heng Ching Kuen Franklin FEELE 147 163
Mr. Shing Wai Yip KEXRTE 137 150
431 476

There were no other emoluments payable to the independent RAGEREEMBFRTESHEME

non-executive directors during the year (2020: Nil). G (ZE-_TF M@)o
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ZE-—-FNAZTFH
8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EBERFIETBAEME(Z)
REMUNERATION (continued)
(b) Executive directors and chief executive (b) BITEERTIETHAE
Salaries, Contribution
bonus,  to defined
allowances contribution
and benefits  retirement Total
Fees in kind plans remuneration
-
TE4 TERHR
ER R RIKEE
we  EBEVia R ey
]
HK$’000 HK$'000 HK$'000 HK$'000

FTHT THT THT FTHT
Year ended 30 June 2021 BE-E--FXA=THLEE

Executive directors: HITESE
Mr. Lee Wai Sang * FRESE 8 3,338 18 3,364
Mr. Leung Pak Yin REREE - 905 18 923
Ms. Leung Mo Shan Jackie 2R+ (4/it)
(Note) - 112 5 117
Mr. Lau King Lok e St 5 1,080 18 1,103
13 5,435 59 5,507
Year ended 30 June 2020 BE-S-SFEAA=1THLEFE
Executive directors: HITEE:
Mr. Lee Wai Sang * e 83 3,707 18 3,808
Mr. Leung Pak Yin 2EREE 75 919 17 1,011
Mr. Lau King Lok e St 80 1,299 18 1,397
238 5,925 53 6,216
* Mr. Lee Wai Sang is also the chief executive officer of the Company. * FREALNBARAZLTETHAR -
During the current and prior years, none of the directors REMRATER  HESSHEIAER
waived or agreed to waive any remuneration and there were REAMe  BAKEYEREAESSH
no emoluments paid by the Group to any of the directors HEERMAREESMARE R R 2 2B
as an inducement to join, or upon joining the Group, or as ABBAHE-
compensation for loss of office.
Note: Wi
On 15 April 2021, Ms. Leung Mo Shan Jackie was appointed as the executive KoBE-——EmA+7A  ZEMLHETEBLR
director of the Company. FPITEE -

152 e o o o O —ZT——HFEH%E Annual Report 2021



9.

Nil to HK$1,000,000

Nil to HK$1,000,000

Notes to the Consolidated Financial Statements

FIVE HIGHEST PAID EMPLOYEES AND
SENIOR MANAGEMENT’'S EMOLUMENTS

The five highest paid employees during the year included three (2020:
three) directors, details of whose remuneration are set out in Note 8
above. Details of the remuneration for the year of the remaining two
(2020: two) highest paid employees who are neither a director nor chief
executive of the Company, are as follows:

Basic salaries, bonus and other benefits in kind BARFH - 7E
Pension scheme contributions RINE B R

Their remuneration fell within the following bands:

Z 21,000,000 7T

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

Senior management’s emoluments excluding
the directors

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

Z 1,000,000 T

One member (2020: one member) of senior management whose
emoluments are included in five highest paid individuals as set out in
the note above.
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30 June 2021
——FANA=FH

hEREFHEESRSREEENE

AERRARATMNERRR =2 (22 2%
ZR)ES - HMeH0IR EXMES - AFEEHS
Ma(ZE-FF @A) LR ARAEERERIT
BABZERFHER ZMEHEDT -

2021 2020
HK$'000 HK$’000
TEL TAT
1,500 1,427
36 36
1,536 1,463

BEZHMER THHEA :

Number of employees

REHEA
2021 2020

2 2

REARBEFE  DURSHFMALEERSES
REREEANE  EASBYEFTARSHH
AN ERMARSER AR EEIR 2 8
BhBERAE -

EREERE (B3R M2

ARREREKE (EFHIN) CNRERZHEE
RTAEER :

Number of employees

RE®EA
2021 2020

2 4

PREEBZ—2KE(ZF-FF: —BKE) L
MeMAR LRI SEHMALS
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10. INCOME TAX (EXPENSE)/CREDIT 10. FIBH (X)) &%

The amount of income tax (expense)/credit in the consolidated statement
of profit or loss and other comprehensive income represents:

FRBRRABZARSRTHAER (AX) He
THE

2021 2020

Current tax — overseas profits tax ENERR IR — HANRIE B
— tax for the year —AFEEHE
— under-provision in respect of prior years -BEEERBIR
Deferred tax credit (Note 22) BIEMIAEER R (f5t22)
Income tax (expense)/credit sk (AX) E2

The Company was incorporated in the Cayman Islands and is exempted
from income tax. It is not subject to tax in other jurisdictions.

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

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

The income tax (expense)/credit for the year can be reconciled to the
loss before income tax in the consolidated statement of profit or loss and
other comprehensive income as follows:

HK$'000 HK$'000
TAT TATL
(19) (22)

2) (10)

- 194

(21) 162

RARRFAERSEMRLLBRRAEN - HE
ARMEML R ERABIA -

ARASKERAEER LFREYEEMREEEN
ERHEHN - AL EIELEBFGHEME -
SO 1 R BRI M A BRI R R A E R
MERAR KR -

AEEZHRER (AX) / BRIENRaBERE
tEERERARAEHAERERENT :

2021 2020

Loss before income tax BRAEHAIERE
Tax at the applicable tax rate of ®ER ?)%71 6.5%
16.5% (2020: 16.5%) (ZBFF :16.5%) 2B
Tax effect of different tax rates of subsidiaries REMREEREENHB AR
operating in other jurisdictions TRRENHETE
Tax effect of non-taxable income RRBAZRETE
Tax effect of non-deductible expenses TAHBRX 2 RBHE
Tax effect of tax losses not recognised AERREBR R w =
Tax effect of temporary difference not recognised AEREBZRZHBTE
Utilisation of tax losses previously not recognised PHRBARER ZHEBE
Under-provision in respect of prior years BEFERETR
Others it
Income tax (expense)/credit FrisH(F%) /%

154 e o o o O —BT-—FE#H% Annual Report 2021

HK$'000 HK$'000
FAT THT
(11,777) (28,366)
1,943 4,680
(56) 153
303 50
(341) (1,122)
(2,299) 2,168)
(66) (1,422)
489 -

2) (10)

8 1

@1 162
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DIVIDENDS

No dividend has been paid or declared by the Company for the year
ended 30 June 2021 (2020: Nil).

LOSSES PER SHARE

The calculation of the basic losses per share amount is based on the loss
for the year attributable to the ordinary equity holders of the Company,
and the weighted average number of ordinary shares of 720,000,000
(2020: (re-presented) 624,590,000) in issue during the year.

The Group had no potentially dilutive ordinary shares in issue during the
years ended 30 June 2021 and 2020.

The calculation of the basic losses per share attributable to the ordinary
equity holders of the Company is based on the following data:

mmj%ﬁ%ﬁ

30 June 2021

——FANA=FH
RE
ARRAIRBE_E-—F AZTHLIEERESY
NEERBRE(ZE_ZF &) -

ghER
SRAFKALENREFLALBRENEA
BEAFEBARAFEERTEBRZ N

?ﬂ%nomom%ﬂfzfqﬁ (EFZ7)
624,590,0000% ) st &

FEEREE_T_—FR-T-TFRA=TH
GHERYEARERENE  ERITEAKR

ARAERBERSA ARG BERERNBENRE
AT EERE

2021 2020

Losses
Losses for the purpose of basic and diluted
losses per share

BR

AR EEREAREERRCER

HK$'000 HK$'000
TEL TAT
(11,798) (28,204)

Number of shares

2021 2020

Number of shares

Weighted average number of ordinary shares for
the purpose of basic and diluted losses per share
(Note)

R4 8B

Note:

Weighted average number of ordinary shares in issue and basic losses per share were
adjusted after taking into account the effect of the share consolidation in November
2020, every 4 ordinary shares of par value HK$0.01 each being consolidated into 1
share of par value HK$0.04. Comparative figures have been retrospectively adjusted on
the assumption that the above share consolidation had been effective in the prior year.
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ZERBETOH (A2

k&R
000 ‘000
Th TH
(re-presented)
(EHZ25)
720,000 624,590

Hit -

BETEERZ NETHHRGRELERESFR-F-F
FF—ARGEH (B4RTE0ETZ ZERAHAIRE
B0.04E T2 R 17) 2 FEEEHFE - HEHFER FAR
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13. PROPERTY, PLANT AND EQUIPMENT 13. NE -BERRE
Right-of-use Leasehold Furniture and Office Motor
assets Building  improvement fixtures  equipment vehicles Total
e
fRRELE BF WEEE GERKE  BORE e &t
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TET ThEL TAL ThEL THEL TAT TET
Cost B
At 1 July 2019 RZE-NEt+A-H 19,802 - 5,168 1,176 1,715 1,019 28,880
Additions RE 8,24 1,016 - - 13 - 9,253
Modification B 1,084 - - - - - 1,084
At 30 June 2020 and RZBZZERA=THER
1July 2020 “2-ZFtA-H 29,110 1,016 5,168 1,176 1,728 1,019 39,217
Additions NE = = - - 40 - 40
Disposals hE (314) - - - (27) - (341)
Modification Bk 175 - - - - - 175
Transfer to investment EREREME ()
property (Note) (8,224) (1,016) - - - - (9,240)
Exchange difference EXER 19 - - - 1 - 20
At 30 June 2021 RZBZ-%7A=1H 20,766 - 5,168 1,176 1,742 1,019 29,871
Accumulated depreciation ~ REHERHE
and impairment
At 1 July 2019 RZZ-NF+A-H - - 1,954 602 914 1,019 4,489
Provided for the year FEEE 5,633 20 1,008 281 301 - 7,043
Impairment losses ﬁﬁ@ﬂﬁ 7,183 105 906 120 211 = 8,525
At 30 June 2020 and RZBZZERSA=THRK
1 July 2020 :g_gitﬂ = 12,816 125 3,868 1,003 1,426 1,019 20,257
Provided for the year FERME 3,338 2 594 155 162 - 4,251
Disposals hE (314) - = - (27) = (341)
Transfer to investment EREENE (W2
property (Note) (1,029) (127) - - - - (1,156)
Exchange difference X =5 18 - - - 1 - 19
At 30 June 2021 R-B--FxA=tH 1489 - 4462 1158 152 1019 23,030
Net book value RHFE
At 30 June 2021 W-E-—E~F=+R 5,937 - 706 18 180 - 6,841
At 30 June 2020 RZZZZFXA=TH 16,294 891 1,300 173 302 - 18,960
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30 June 2021

——#FXH=FH
13. PROPERTY, PLANT AND EQUIPMENT 13. ME -BERSREE)
(continued)
The analysis of carrying amount of right-of-use assets by class of BERBEERRANERREEEZREENT
underlying asset is as follows:
Office
Properties equipment
Leasehold land leased for leased for
for own use own use own use Total
BEREE BEREE BRAME
1it mE N @t
|
HK$'000 HK$'000 HK$'000 HK$'000
TEL TER TER TET
At1]July 2019 R-ZB-h&EtA—H - 19,350 452 19,802
Addition NE 8,224 - - 8,224
Modification of lease terms CRgiEE] = 1,054 30 1,084
Depreciation e (165) (5,356) (112) (5,633)
Impairment A (850) (6,181) (152) (7,183)
At 30 June 2020 and 1 July 2020 RZZ-ZFRA=TAK
s il = 7,209 8,867 218 16,294
Modification of lease terms &2 H 5 = = 175 175
Depreciation nE (14) (3,253) (71) (3,338)
Transfer to investment property (Note) E#Z & &M% (f1:t) (7,195) - - (7,195)
Exchange difference fEH =5 - 1 - 1
At 30 June 2021 R-ZZB-_—%XA=1+H - 5,615 322 5,937
Note: i
During the year ended 30 June 2021, the Group transferred the leasehold property for REZ-F_—FNA=FHIFE FEERIREEZ
own use located in Hong Kong to investment property and rented it out: BREENEBERREY XU MELE
HK$’000
FET
On the date of transfer RBEBAEH
Fair value of leasehold property for own use transferred (Note 14) E%EAEENENRATE
(HriE14) 8,100
Carrying amount of leasehold property for own use transferred FrEE% e BHEYFNREE (8,084)
Excess of fair value over carrying amounts RYESREREENHS 16
Reversal of impairment on property, plant and equipment REGZERODE  BERRXEDH
recognised in profit or loss A ERE D 16
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30 June 2021
—E-—FNH=+H

—_

13. PROPERTY, PLANT AND EQUIPMENT 13. ¥ BERREE)

(continued)

For the year ended 30 June 2021, management identified impairment
indicator of property, plant and equipment due to unfavourable
performance of the Group resulting from the deteriorated economic
environment. Management has engaged an independent professional
valuer to assist the assessment of the recoverable amount and concluded
that no impairment is required.

For the year ended 30 June 2020, management identified impairment
indicator of right-of-use assets, building, leasehold improvement,
furniture and fixtures as well as office equipment due to decline in
performance of the Group resulting from the deteriorated economic
environment and uncertain outlook of the Group’s business following
the outbreak of the COVID-19 pandemic.

The Group assessed the recoverable amounts of the properties and office
equipment leased for own used, leasehold improvement, furniture and
fixtures as well as office equipment allocated to the cash-generating
unit (“CGU") (“CGU Assets”) which involved in trading of millwork,
furniture and facade fabrication and provision of interior design,
project consultancy, maintenance and interior solutions projects, and
as a result the carrying amounts of CGU Assets were written down
to their recoverable amounts of approximately HK$10,860,000.
Impairment losses of approximately HK$7,570,000 were recognised in
the consolidated statement of profit or loss and other comprehensive
income.

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

(continued)

In addition, for the year ended 30 June 2020, the Group assessed the
recoverable amounts of its leasehold property for own use in Hong
Kong including leasehold land portion and building portion with
carrying amounts of approximately HK$8,059,000 and HK$996,000
respectively, before impairment by the fair value less costs of disposal.
As a result the carrying amounts of the leasehold property for own
use were written down to their recoverable amounts of approximately
HK$8,100,000 of which the leasehold land portion amounted to
approximately HK$7,209,000 and the building portion amounted
to approximately HK$891,000 respectively. Impairment losses of
approximately HK$850,000 for the leasehold land portion and of
approximately HK$105,000 for the building portion were recognised
in the consolidated statement of profit or loss and other comprehensive
income. The fair value less costs of disposal was determined using
market approach by an independent qualified professional valuer,
Cushman & Wakefield Limited. Under market approach, fair value
was estimated with reference to comparable market transactions,
adjustments were made to difference in time and other individual
factors. The above adjusting factors applied are the key assumptions
used in the valuation. The fair value less costs of disposal of the
leasehold property for own use was classified as a level 3 measurement.

For the year ended 30 June 2020, the total impairment losses on
property, plant and equipment were approximately HK$8,525,000.

As disclosed in above note, during the year, the leasehold property for
own use was transferred to investment property carried at fair value.
On the date of transfer, the fair value of leasehold property for own use
was approximately HK$8,100,000 which is over the carrying amount
of the leasehold property for own use of approximately HK$8,084,000.
Accordingly, the excess of fair value over the carrying amount of the
leasehold property for own use of approximately HK$16,000 was
recorded as reversal of impairment on property, plant and equipment in
profit or loss.
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14. INVESTMENT PROPERTY 14. RENE

2021 2020

HK$'000 HK$’000
TEL THEL
Fair value AVE

At 1 July R+A—H - -

Transfer from property, plant and equipment EaNE BERR
(Note 13) (Hit13) 8,100 -
Increase in fair value of investment property REME L TEEM 40 -
At 30 June RAA=TA 8,140 -

During the year, the Group transferred the owner occupied property to
investment property.

The investment property represents leasehold land and building located
in Hong Kong held for generating rental income.

The fair value of the Group’s investment property at 30 June 2021 was
arrived at on the basis of valuations carried out at the date by Vincorn
Consulting and Appraisal Limited, an independent firm of qualified
professional valuers not connected to the Group, who have appropriate
qualifications and recent experiences in the valuation of similar
properties in the relevant locations.

The fair value of investment property is a Level 3 recurring fair value
measurement. During the year, there were no transfers into or out of

TEERAFEREIARNZERRENE -

BRENEREUNERYEHBUEBHEERAZ
HELHRET -

AEBRENMER-—T-—FAA=+ANATE
REBARFARFEERAR (—HELKEL
BRARNEBLAER ?}%Efﬁﬁﬁi CERBRA
MBUNEEESTTAREENERRIHER)
RZBETHREMNSL -

REMEFNATERE =-REELVENE - FA
TEBEARBLE =RIAEMEMRA -

Level 3 or any other Level.

2021 2020

HK$'000 HK$'000

FET TEL

Opening balance (level 3 recurring fair value) NS (E=REEDTE) - -

Transfer from property, plant and equipment ZaNE BERR

(Note 13) (H13) 8,100 -

Increase in fair value of investment property REME N TEEM 40 -

Closing balance (level 3 recurring fair value) FREH (E=REERTE) 8,140 -
Change in unrealised gain for the year included ~ $/NA=THEMHEEM ABRE

in profit or loss for assets held at 30 June FEREBHNEE 40 -
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14.

Notes to the Consolidated Financial Statements

INVESTMENT PROPERTY (continued)

Fair values of tenanted property is determined by applying income
approach by capitalising rental income on a fully leased basis having
regard to the current passing rental income from existing tenancy and
the potential reversionary rental income at market level.

The following table shows the significant unobservable inputs used in
the valuation model.

At 30 June 2021

Valuation
techniques

fhER

Fair value

hierarchy
AFEER

Investment property Level 3 Income approach

Significant
unobservable inputs

EXTTBEGABE

Market monthly rental rate taking into

SRR

30 June 2021
——FANA=FH

liﬁ

4. RENR(E)

HANENLFERBARNLET  IRNEER
BRAONEHSRARTSKFNEERERHES

BARBER B2 EENERSRSWAERL -
TRENMEERLTERNEATTBRREARE -

2

R-ZE--£XHA=+H

Range of
unobservable inputs

FOBRGARBNEE

HK$33.7 to HK$39.8

account of individual factors such as
location, floor, size, etc. (HK$/sq.ft.)

REME F=R WAE

mEARE - EREEEGRE -

33.78 L E39.88 T

Mg BE - EEE-
(BL/FHR)

Capitalisation rate of reversionary income

2.5%

EERAMER X

There were no changes to the valuation techniques during the year.

The fair value measurement is based on the above property highest and
best use, which does not differ from its actual use.
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30 /une 2021

—F--FRA=1A

15. LEASES 5. HE
Nature of leasing activities (in the capacity as HEEH2ME (UREAZSH)
lessee)

$‘§I?¢#)J#"*%¥& AT RBERE - %
SAIBTAHEES NS RE-—EXF K

T#}J#RZ?&W%ZTEE@\\ ARERBZHMBHER

BRBEHAZEEMNR -

The Group entered into various lease agreements for office premises
and equipment. These leases have non-cancellable lease terms with an
initial period ranging from one to six years. Except for the lease for office

equipment, all leases held by the Group comprise only fixed payments

over the lease terms.

Future lease payments are due as follows:
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LEASE LIABILITIES HEERE
Office
Properties equipment
leased for leased for
own use own use Total
BRME
ERHEME N T T
]
HK$’000 HK$’000 HK$’000
T FET FBT
At 1 July 2019 A—E—NELA—H 19,959 452 20,411
Interest expenses MERX 783 19 802
Modification of lease terms SR H 1,054 30 1,084
Lease payments 8 & I3 (5,138) (124) (5,262)
Rent concessions Heme (5) - (5)
At 30 June 2020 and 1 July 2020 R-E-_ZEE A=+ER
—ET-ZEFE+A—H 16,653 377 17,030
Interest expenses MERX 669 18 687
Modification of lease terms &R H = 175 175
Lease payments HERR (5,028) (121) (5,149)
Exchange difference R ER 1 - 1
At 30 June 2021 RZZE=Z—%-~A=1+H 12,295 449 12,744

ARBEMNFTHHBEROT :

Minimum lease

payments Interest  Present value

30 June 2021 30 June 2021 30 June 2021

RIEREMR &, BE

—E-—F —E-—F —E-—F

~A=TH ~A=TH ~AZTH
|

HK$’000 HK$’000 HK$'000

TET TET TER

Not later than one year B —F 7,055 412 6,643

Later than one year and not later than two years — %1 R N BB F 5,947 111 5,836

Later than two years and not later than five years M1 Rk N8 H4F 279 14 265

13,281 537 12,744
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e TR

30 June 2021

—FE-_—FANA=1H
15. LEASES (continued) 15. HE#E)
Nature of leasing activities (in the capacity as HEERDME (UEBEAZHR) (8)
lessee) (continued)
LEASE LIABILITIES (continued) BERE(E)
Future lease payments are due as follows: (continued) ARBERKIAERDOT : (F)
Minimum lease
payments Interest  Present value
30 June 2020 30 June 2020 30 June 2020
EERERK &, BE
Il Sk 22 Il Sl 23 “TCTF

~A=1H ~A=1H ~A=1H

HK$’000 HK$'000 HK$'000
TR TET TET
Not later than one year BB —F 5,154 684 4,470
Later than one year and not later than two years — %% R NBBME 7,072 403 6,669
Later than two years and not later than five years ™M & kT B F 5,992 101 5,891
18,218 1,188 17,030
The present value of future lease payments are analysed as: ARBERFBREATWOT
HK$'000 HK$’000
TEL TAL
Current liabilities nEEE 6,643 4,470
Non-current liabilities ERBERE 6,101 12,560
12,744 17,030
Nature of leasing activities (in the capacity as HEEH2ME (UHBEAZER)
lessor) - o
The Group leases out investment property under operating leases. Leases $%@*H§%¥%ﬁ§ﬂ%&§%¥ﬂﬁﬁ ) %ﬁ%)’b%%}]
are negotiated and rentals are fixed for lease terms with an initial period SRE-FZEMMERMERNZ B RER «
of one year.
At the end of the reporting period, the minimum lease receivables under ﬁf&%m* TR RS ERE 2 SR RNE
non-cancellable operating leases are as follows: ExamT

2021 2020

HK$'000 HK$’000
FEL TRT
Not later than one year THB—F 15 -
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16. TRADE AND OTHER RECEIVABLES 16. EREZREM

it
sy
S

2021 2020
Notes HK$'000 HK$'000
Bt zE FTET FET
Trade receivables EUE 5508 (i) 6,074 3,036
Retention receivables EURE & (ii) 3,546 1,246
Deposits and other receivables Be REREBFE (iif) 2,197 2,030
Prepayments ERFRE (iii) 2,838 1,993
Total st 14,655 8,305
Less: Non-current portion w: EREE D
Deposits Be (iii) (1,752) (1,817)
Total current portion B D BT 12,903 6,488
Notes: Bzt -
(i) (i)
2021 2020
HK$'000 HK$000
FET FHET
Trade receivables JEWE Z 58 6,577 3,558
Less: Loss allowance (Note 30) R EEEE (MiE30) (503) (522)
6,074 3,036

184 - - -

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

FBREGHEITHE - FREUFRRZSHETE
Eﬂfﬁﬁm KERREMNBERE - B —EEFE
RTC0AHEEHS) A EFTFAAME5EPR
FEEH - #EEEEENNEHEL

The following is an analysis of trade receivables (net of impairment losses) by JEWE G5B (R EER) 2 Rl AT (F %R
age, presented based on the invoice date: HZ25)) )’&7 F

2021 2020
HK$°000 HK$000
TFHET THETT
Less than 1 month TEB—1EH 4,794 1,713
1 to 3 months —Z2=1fA 438 930
3 to 6 months ZENEA 482 366
More than 6 months but less than 1 year INME A LA LB T B —F 360 -
More than 1 year —FLF - 27
6,074 3,036
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16.

17.

Notes to the Consolidated Financial Statements

TRADE AND OTHER RECEIVABLES
(continued)

Notes: (Continued)

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

Retention receivables as at 30 June 2021 and 2020 were neither past due nor
impaired and expected to be recovered within 1 year after the reporting period.
These related to customers for whom there was no recent history of default.
Based on past experience, management is of the opinion that no provision for
loss allowance is necessary in respect of these receivables as there has not been
a significant change in credit quality and the credit risk is minimal.

(iii)  Included in the balances was input value added tax (“VAT”) receivable of
approximately HK$223,000 (2020: HK$Nil) as at 30 June 2021. Input VAT
arose when the Group purchases materials from suppliers and the input VAT
can be deducted from output VAT on revenue.

Expect for input VAT receivables which had no expiry date, the remaining
balances of deposits, other receivables and prepayments as at 30 June 2021
and 2020 were neither past due nor impaired. Financial assets included in
these balances are non-interest bearing and relate to receivables for which
there was no recent history of default. Based on past experience, management
is of the opinion that no provision for loss allowance is necessary in respect of
these receivables as there has not been a significant change in credit quality
and the credit risk is minimal.

Further details on the Group’s credit policy and credit risk arising from
trade and other receivables are set out in Note 30.

PLEDGED AND RESTRICTED BANK
DEPOSITS

Deposit amounted to approximately HK$6,795,000 (2020:
HK$6,778,000) has been pledged to a bank as security for the Group's
banking facilities. The effective interest rates of the Group’s pledged
bank deposit as at 30 June 2021 is 0.25% (2020: 0.25%) per annum.
As at 30 June 2021, the Group has utilised of HK$6,000,000 (2020:
HK$Nil) of the banking facilities (Note 21).

As at 30 June 2020, the restricted bank deposit amounted to
approximately HK$1,142,000 represented the bank deposit for the
guarantee from a bank for the due performance of an interior solutions
project.

S@EMERAMRALT CROSSTEC Group Holdings Limited ® ® o o o 165

16.

17.

an\ = ,\7J ﬁi #&% ﬁ

30 June 2021
——FANA=FH

EWESKEMRE &)

izt (#)

i)  BEPRENIENEZRELREEEHRELE
REAREEEE I E I

R-FE-—FR-_F-_FFENA=1H ERREZ
TOBER B R BT R B oy — E
[ - ZEHBLE N ERR TR BB - I/
% BREEEXIREZENEERREN
ERER BT R SN FEEL REEERE -

(iii)  BHHEE-F-—FN A= ANEREER ([
@‘W)ngﬁﬁfégﬁzzj 0008 (ZE=-FF: E¥]
TT) c BEHEBHEEEAEBEEEEE
BELMEEHEERTTUBRANBERHE
FEHH -

BT rEHAANENEERERNFEI) R
TFR-ECFERAILA &E ﬁ@ﬁ%m
BRENHKER ZZ BB &S DERBH AN
B - ZERHFERNEBEET 5 ALV ES
REHFZ R BB - REER  BREREEEY
BEEEYNEERAREN EREZRARANE
WL BEERAR -

BRAAREEERENLRERKE SR AWK
B EERRME—SFBEHRMEI0-

EEARZRARTER

#16,795,0008 7T (ZZF =% F : 6,778,000/ 70) )
BRERET—RRIT (EALEERITHEZE
ReRN-T-—FX A=A KEECHEFRT
TMZE SRR B0.25%(ZEZFF 1 0.25%) ©
—FXAZTH AEERHARTHE
/%TE)

_7_

F (6,000,000 L (ZE -5 F :

RZZE-TEXA=+H #1,142,0008 THXR
%IJ%E"K%* RERBIAEABAFTRBEZEA
BHRBCERMEBZRITEN



Notes to the Consolidated Financial Statements

e I RRMEE

30 June 2021
e AVERY:

—_

18. CASH AND CASH EQUIVALENTS

18. RERAEZEN

2021 2020

Cash and bank balances He RRITHER
Time deposits EHER
Cash and cash equivalents RERRCEEY

At the end of the reporting period, the cash and cash equivalents of the
Group denominated in Renminbi (“RMB”) amounted to approximately
HK$1,119,000 (2020: HK$756,000). The RMB is not freely convertible
into other currencies, however, under Mainland China’s Foreign
Exchange Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations, the Group is permitted to
exchange RMB for other currencies through banks authorised to conduct
foreign exchange business.

Certain of the Group’s cash at banks earns interest at floating rates
based on daily bank deposit rates. Short-term time deposits are made
for varying periods of between one day and three months depending on
the immediate cash requirements of the Group, and earn interest at the
respective short-term time deposit rates.

19. TRADE AND OTHER PAYABLES

HK$’000 HK$’000
FTAET FTET
11,980 14,541
- 5,000
11,980 19,541

RBEHLEER REBUARE (AR &
BEzBRERREEEYN,119,0008 T (ZE=F
E:m@mmbw AREBAT AR ENE
o RTARE R B A HINEE HIROIUAREE - &
ERGEEEHRT  KEETEREEETINESE
BZRITEARELRARMEY -

FEBERFTZETRLENE BRTEHRME
BFBFERRANE - BHERERARFRH
NF-BEZAARE  RFLEEZHAEREF
KM - WIRERIRE T KM RIS o

19. EREZREMFE

2021 2020

Trade payables R E 5HE
Other payables and accruals Hit o R EF 5B
Accrued interest At HE

Total st

Notes:

(i) An ageing analysis of trade payables, based on the invoice date, is as follows:

Notes HK$'000 HK$’000
Wiz FHR THR
(i 6,500 5,776
(i) 13,275 8,719
7 —
19,782 14,495

Hit -

) BRNEGHEZEEIT REZAH)NT

2021 2020

less than 1 month TEB—1MEH
1 to 3 months —Z=134

3 to 6 months =214
More than 6 months but less than 1 year
More than 1 year

—FHUE

The Group’s trade payables are non-interest bearing and generally have
payment terms of 0 to 90 days.

(ii) As at 30 June 2021, other payables under current portion are non-interest
bearing and have average payment terms of 31 to 90 days (2020: 31 to 90
days).
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TR LATEE—F

HK$000 HK$'000
FET FET
81 701
2,194 2,312
1,927 1,197
1,540 874
758 692
6,500 5,776

ZK LEHENESHFEITHE  BERIREER
2904 °

(ir) Ro-BE-—FxA=+H 7855 FZEBEM
Eﬁﬁfﬁﬁ;ﬁ/’“‘@@%}l ZH(ZF=FF:
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30 June 2021

——#XNA=FH
20. CONTRACT LIABILITIES 2. BHAR
2021 2020
HK$'000 HK$'000
TET TET
Contract liabilities in relation to: BRNTRRZANAR:
Millwork and furniture B BERARRDRIKE 840 3,152
Interior solutions projects ERRRLRIER 1,928 1,036
Design and project consultancy service Rt RIE B AR 46 129
2,814 4,317
Note: W -
The contract liabilities primarily relate to the advanced consideration received form EHRELEHREUESZRITIE -
customers.
The following table shows the movements in contract liabilities: F#IFALIBEZEH
|
HK$°000
TFET
At 1 July 2019 RZB—NF+H—H 4,274
Revenue recognised that was included in the contract liability FIAFHIF 2 4B (B
balance at the beginning of the year Z B EZRMA (4,274)
Increase in contract liabilities BRIBEIEN 4,317
At 30 June 2020 and 1 July 2020 R-BE-FENA=1THE
=Tl ’#'_ +A—H 4,317
Revenue recognised that was included in the contract liability FIAFHIF 2 & 4B (B
balance at the beginning of the year Z B EZRMA (4,317)
Increase in contract liabilities BRIBEIEN 2,814
At 30 June 2021 REF——#x A=+H 2,814
Typical payment terms which impact on the amount of contract liabilities recognised PECHRENAREEZERITBKINT -
are as follow:
When the Group receives a deposit before the service commences, this will give rise to =y ;z( EFRAETHRETINEES  AHBEER
contract liabilities at the start of a contract, until the revenue recognised on the relevant BHIFEEL  BEEIGEL A2 ERANABLE
contract exceeds the amount of the deposit. The Group typically receives a 5% deposit fiﬁ?g FEE-REREERAAETEANE
from certain customers before the service commences. S E -
The Group’s contracts usually have duration of one year or less from date of contract KEFTUHAY— R AN AR E BN E
inception to date of satisfaction of performance obligation. The Group has applied the EZRIFBE—F T - FEFRIREEEER
practical expedient and therefore does not include information about revenue that the % URN TR RE R A E A
Group will be entitled to when it satisfies the remaining performance obligations under FHUTHIE TR BB (L1 E R R
the contracts that had an original expected duration of one year or less. A EREBUAHEH «
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21. BANK BORROWINGS

2021 2020

Current — Secured
Bank loan due for repayment within one year

188 - ...

mE—-HE A
—ERIHEER 2R
(Note)

Note:

As at 30 June 2021, the Group has banking facilities for revolving loan of
HK$15,000,000 (2020: HK$15,000,000), of which HK$6,000,000 (2020: Nil) of the
banking facilities has been utilised. Subsequent to 30 June 2021, the Group has further
drawn down HK$4,000,000 of these facilities.

These banking facilities are supported by the corporate guarantees given by the
Company and are secured by a charge over the pledged bank deposits amounted to
approximately HK$6,795,000 (2020: HK$6,778,000) (Note 17). No provision for the
obligation of the Company under corporate guarantee has been made as the directors
of the Company considered that it is not probable the repayment of borrowings would
be in default.

The loan agreements contain clauses which give the lender the right at their sole
discretion to demand immediate repayment at any time irrespective of whether the
covenants has complied with and scheduled repayment obligations were met.

The Group shall also maintain average deposit balance not less than HK$20,000,000.
As at 30 June 2021, the Group obtained a letter from the bank to confirm that the
undertaking clause to maintain average deposit balance not less than HK$20,000,000
in the banking facilities is not applicable.

Management regularly monitors its compliance with these covenants, the Group is up
to date with the scheduled repayments of the loan and management does not consider
it is probable that the bank will exercise their discretion to demand repayment so long
as these requirements were continued to be met. As at 30 June 2021, none of the
covenants relating to drawn down facilities had been breached (2020: None).
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22. DEFERRED TAX 2. EEHRE
Details of the deferred tax liabilities recognised and movements during RAFEZERRBECHBABREDHENT

the year are as follows:

Accelerated
depreciation

allowance
IEFERK R
|
HK$'000
THET
At 1 July 2019 RZZE-NF+HA-H (194)
Credited to profit or loss for the year (Note 10) HAREEER (Hiz10) 194
At 30 June 2020 and 1 July 2020 RZBZZF A=THRZZZ2FtA—H =
Credited to profit or loss for the year (Note 10) STAREEER (M710) =
At 30 June 2021 RZF=Z—F:A=1H -
As at 30 June 2021, certain subsidiaries of the Group had estimated FEEETHBAAR-Z-—F A=TERE
tax losses arising in Hong Kong amounting to approximately BE M TIEEE458939,0008 (Z2=F
HK$58,939,000 (2020: HK$41,468,000) that are available indefinitely 41,468,000 70) A ERBAEEBELE
for offsetting against their future taxable profits of those companies in BOZERANKRERTET - ARBRTAA
which the losses arose. Deferred tax assets have not been recognised RAERTAF AT HAREHTUEEE - LB
in respect of these losses as it is not considered probable that taxable ZEFREIRLEHELE - HEBEN ERBL
profits will be available against which the tax losses can be utilised. Tax o
losses can be carried forward indefinitely.
There are no income tax consequences attaching to the payment of ARRMBRFEN RSB ERPAEHRER

dividends by the Company to its shareholders.
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23. SHARE CAPITAL 3. B&E
Ordinary shares of HK$0.04 (2020: HK$0.01) each FREBE04BT(ZT-FF:0018TT) L BBRK
2021 2020
Number of Number of
shares shares
RH8E Ri%A
('000) HK$'000 ('000) HK$'000
(&) TR (TR TR
Authorised: AT :
At 1 July W“tA—H 10,000,000 100,000 10,000,000 100,000
Share consolidation (Note (if)) Rina B (i) (7,500,000) - = =
At 30 June RAA=1H 2,500,000 100,000 10,000,000 100,000
Issued and fully paid: BETRAR :
At T July iz 2,880,000 28,800 2,400,000 24,000
Placing of new shares (Note (i)) REHRL (Witn) - - 480,000 4,800
Share consolidation (Note (ii) Wtn & b (Hiatiin) (2,160,000) - - -
At 30 June RAA=1H 720,000 28,800 2,880,000 28,800

Notes: it -

(i) On 2 April 2020, the Company entered into a placing agreement with a (i) RZE-_FEMH-H  ARAHEEERET
placing agent pursuant to which the placing agent has conditionally agreed, TEEG#Z Bl KEREFKMHHAEL
as the placing agent of the Company, to procure on a best effort basis to FEARGZHERE NEE2NEEEZEGR
not less than six placees to subscribe for up to 480,000,000 ordinary shares 0.0233 T2 BREHTFLRAZRENTE
with par value of HK$0.01 each at a price of HK$0.0233 each. The aforesaid £%480,000, 000&15&1@@0 01ETZ i
placing was completed on 17 April 2020 and the premium on the issue and B fAREEFAN-—F-F&mf 7Lt5
allotmenf of shares, amounfmg to approximately HK$6,048,000, net of re/atefj i BAREERG.2 S EN56 048,000
transaction costs of approximately HK$336,000 was credited to the Company’s e — .y e,
share premium account. Further details were set out in the Company’s ’?E (fﬁﬂ%fﬁiix/?fﬁtﬁ}z@0005;5/%) e
announcements dated 2 April 2020 and 17 April 2020. FAALL ’372&1/77@ B - j’t#/ﬁ 5?/7\%

RAAME-F-FFEFAA-—AR-_F_FF
AAT+AZRE -

(ii) On 24 November 2020, the Company implemented the share consolidation on (ii) [7*/\_ E-FEL—F-+WA LRI EHE

the basis that every four issued and unissued then existing shares of par value BAH  HEBXRGRAS EBETRER

HK$0.01 each in the share capital of the Company be consolidated into one
consolidated share of par value HK$0.04. The share consolidation was duly
passed by the shareholders of the Company by way of poll on 20 November
2020. Further details were set out in the Company’s circular dated 16 October
2020 and the Company’s announcements dated 23 September 2020 and 20
November 2020.
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24. RESERVES
The Group

The amounts of the Group’s reserves and the movements therein for
each reporting period are presented in the consolidated statement of
changes in equity of the financial statements.

The nature and purpose of reserves within equity are as follows:

(i)

(if)

(iii)

(iv)

Share premium

Share premium account of the Group represents the excess of
the proceeds received over the nominal value of the Company’s
shares issued.

Merger reserve

The merger reserve of the Group represents the difference
between the investment costs in subsidiaries and the nominal
value of the issued share capital of the Group’s subsidiaries.

Exchange reserve
It comprises all foreign exchange differences arising from the
translation of the financial statements of foreign operations.

Accumulated losses

It represents cumulative net profits or losses recognised in the
consolidated statement of profit or loss and other comprehensive
income.
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25. SHARE OPTION SCHEME

Shareholders of the Company have conditionally adopted a share option
scheme (the “Scheme”) on 22 August, 2016.

A summary of the Scheme is set out as below:

(i)

(if)

(iii)

(iv)

The Scheme became effective for a period of 10 years
commencing from the date on which the Scheme becomes
unconditional.

Under the Scheme, a subscription price shall be a price
solely determined by the board of directors and notified to a
participant and shall be at least the highest of: (i) the closing
price of the Company’s shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant of the option, which
must be a business day; (ii) the average of the closing prices of
the Company’s shares as stated in the Stock Exchange’s daily
quotations sheets for the five business days immediately preceding
the date of grant of the option; and (iii) the nominal value of a
share on the date of grant of the option.

An offer for the grant of options must be accepted within seven
days inclusive of the day on which such offer was made.

The maximum number of shares issuable upon exercise of all
options to be granted under the Scheme and any other share
option schemes of the Company (excluding, for this purpose,
shares issuable upon exercise of options which have been granted
but which have lapsed in accordance with the terms of the
Scheme or any other share option schemes of the Company) must
not in aggregate exceed 10% of all the Company’s shares in issue
as at the listing date or the date of approval of the refreshed limit.

No options have been granted since the adoption of the Scheme.
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26. RELATED PARTY TRANSACTIONS 2. BBRAIRS
(@  In addition to the transactions and balances disclosed elsewhere @ BREGUBSRENESARENRIR
in the consolidated financial statements during the reporting BERON  NREER - AREEMATEE
period, the Group entered into the following significant MBI CEARS

transactions with its related parties as follows:

2021 2020

Notes HK$'000 HK$'000
i3 FEL FHT
Purchases of woodwork from related companies @A R REAR R (i) - 18
Contract revenue from interior solutions RE—HEBARZEA
projects from a related company BARRERZAHKBA (ii) - 8
Design and project consultancy service income KRB —REBE A A 255
from a related company RIB B FRREHA (iii) 43 -
Sales of millwork and furniture to a M-REBARHERE
related company BB RAS MU RRE (iv) 1 2
Email and website service income from RE—FEEEAR 2
a related company BH AL RERA (v) 4 4
Marketing expense to a related company M —RBER A X 155
B R X (vi) - 3
Management fee income from a related company RE—RBBARZEBERA  (vi) 384 -
Service income from a related company KB —RBEEARZREBA (viii) 1 =
Service expense to a related company m—EEEA A 2 REFX  (vii)) 3 -
Notes: Mzt
(i) The amount represents purchases of woodwork from Max Contracting (i) B2 BRZRIARG TRERL A ([
Limited (“Max Contracting”) (2021: HK$Nil; 2020: HK$18,000). Mr. AR (—E=—%: ?éﬁi iZE-E
Lee Wai Sang has approximately 33.3% (2020: 33.3%) beneficial F:1800087T) REAZ —77—'%5‘57’555/\
interest in Max Contracting. GAFRHEFH33.3% (ZF=FF:33.3%)
gy
(i) The amount represents income from interior solutions projects (2021: i)  HEEERZKEGEEFRL A EAME
HKS$Nil; 2020: HK$8,000) from HFL Limited. Mr. Lee Wai Sang is a REREHZWA (ZFZ—F  FFT
director of HFL Limited and Mr. Lee Wai Sang and Ms. Leung Mo Shan ZEFF8000FT) c FELXERE
Jackie have 24.2% (2020: 24.2%) beneficial interests in HFL Limited. EEERACCEENTELALRRRN
K1 REHEEERA ﬂ%ﬁyz%(,,y
Fi242%) Bl
(i) The amount represents income from design and project consultancy (i) ﬁfiﬁgﬁffi%ﬁ/@gﬁﬁﬂﬁ NELZRETR
service (2021: HK$43,000; 2020: HK$nil) from HFL Limited. péjiiﬁsz (ZF=—F 43,000
/575 —EF_FF: T/ﬁ%)
(iv)  The amount represents income from sales of millwork and furniture i) BFHLERXXEEEEERLAZHE
(2021: HK$1,000; 2020: HK$2,000) from HFL Limited. 2B RERARRIUA (ZF=—F
1000 - ZF=F4F : 2000%7) -
(v)  The amount represents income from email and website service (2021: v  BEEERRKEEEEERLECEHR
HK$4,000; 2020: HK$4,000) from HFL Limited. AU FREZ WA (ZF=—%F 400087

ZE-FF 4000FT)
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26. RELATED PARTY TRANSACTIONS 2. BYRRR5 (&)
(continued)
(@)  (Continued) @ (&)
Notes: (continued) Hit: ()

(vi)  The amount represents marketing expense (2021: HK$Nil; 2020:
HK$3,000) to Max Contracting.

(vii)  The amount represents income from management service for Nuovo
Grafica (HK) Publications Limited (“Nuovo”) (2021: HK$384,000;
2020: HK$Nil). Ms. Leung Mo Shan Jackie is a director of Nuovo. Mr.
Leung Pak Yin has full beneficial interest in Nuovo since 20 July 2020.

(viii) ~ The amount represents service income from (2021: HK$1,000; 2020:
HK$nil) and service expense (2021: HK$3,000; 2020: HK$nil) to
Absolute Music Limited (“Absolute Music”). Mr. Leung Mo Shan Jackie
has 90% (2020: 90%) beneficial interest in Absolute Music.

(vi)

(vii)

(viii)

BHE R XAZARGT T2 THBRES
F(ZF=—F T ZFEFF 3000
B

B2 ENEREEEM (BE) iRBRL
B ([16i£# ) 2 EBRBUA (ZF=—F
38400037  —E-FF : TET) - R
W&+ AEEHZES - ZEHAALE-F
ZFFE LA HERERENZ 2 E R

ﬁiiﬁéﬁffﬁﬁﬁﬁﬂﬁ%ﬁ/ﬁﬂﬂ(/ﬂ’
HE2)) 2 BEHA (ZF=—F 11,0005
T ZEZFF FET)RARZ TR
BEG(ZFE-—F 300081 —E-F
FERBT) c ERMLLHEBEE290%
(ZFEZFF : 90%) Bz -

(b)  Outstanding balances with related parties: (b)  HEEEH ROKEREE
Maximum Maximum
balance balance
outstanding outstanding
during the year during the year
FRRR FAKRH
2021 BREH 2020  AEELH

HK$’'000 HK$’000 HK$’000 HK$'000
TEL FTAET TAT FAT
Year end balance included in ~ FFABREZRH M
trade and other receivables REZFREH
HFL Limited BREBRAR - 5 = 4
Year end balance included in ~ FFAENEZREM
trade and other payables MEZFRER
Max Contracting BARRE 683 683
(€  Compensation of key management personnel of the Group: © ZFTEEFZERBABZEH:

Details of directors’ and the chief executive’s remuneration and
five highest paid employees are included in Notes 8 and 9,
respectively.
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27. RECONCILIATION OF LIABILITIES ARISING 27. BEZBE42EEB2ZYHE
FROM FINANCING ACTIVITIES

Bank Accrued Lease
borrowings interest liabilities
(Note 21) (Note 19) (Note 15)
RITREE EATHIE HERE
(M3E21) (M19) (M#15)
|
HK$'000 HK$'000 HK$'000
FET FAT TEL
At 1 July 2020 RZZE_ZFt+H—-H - - 17,030
Changes in cash flows: Renggs:
Proceeds from bank borrowings RITEEZFTEHE 10,000 = =
Repayment of bank borrowings ERRITER (4,000) - -
Interest paid ERHE = (176) -
Repayment of principal portion of lease liabilities EEEEREZAL TS - - (4,462)
Repayment of interest portion of lease liabilities EERERELNEHD - = (687)
Total changes from financing cash flows: RERSRENEHEE 6,000 (176) (5,149)
Other changes: Hin &8 :
Interest on bank borrowings RITEEZHE - 183 -
Interest on lease liabilities HEABZHE - = 687
Lease modifications MEER - = 175
Exchange adjustments B 1 AR - - 1
Total other changes: LR -Es - 183 863
At 30 June 2021 R-F-—-% A=1H 6,000 7 12,744
Lease liabilities
(Note 15)
HEEE
(FfEE15)
|
HK$’000
FET
At 1 July 2019 R=Z-NFtA—H 20,411
Changes in cash flow: Ren8gy
Repayment of principal portion of lease liabilities 135&@,\%1 Z$$ﬁ[§ (4,460)
Repayment of interest portion of lease liabilities BEEERFEZINE (802)
Total changes from financing cash flows: MERERENE EM@%E (5,262)
Other changes: HAth &8 :
Interest on lease liabilities HEABEZMA 802
Lease modifications HEBR 1,084
Rent concessions HeRE (5)
Total other changes: Hib &8 &5t - 1,881
At 30 June 2020 R-F-FFXA=TH 17,030
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28. SUMMARY OF FINANCIAL ASSETS AND 28. REHEASEBEERSRARH
FINANCIAL LIABILITY BY CATEGORY Z
The carrying amounts of each of the categories of financial instruments RESHEEAERERTAZRAENT

as at the end of the reporting period are as follows:

Financial assets

Financial assets measured at amortised cost
Financial assets included in trade and
other receivables
Pledged and restricted bank deposits
Cash and cash equivalents

Financial liabilities

Financial liabilities measured at amortised cost
Financial liabilities included in trade and
other payables
Lease liabilities
Bank borrowings
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TREE
2021 2020
HK$’000 HK$’000
FATL TERT
REBERATRZEREE
FABKESREMFEZ CREE
11,594 6,312
B R ZRGRITFER 6,795 7,920
ReRACEEY 11,980 19,541
30,369 33,773
tHAR
2021 2020
HK$’000 HK$’000
FAET TAET
REBERATR2CRAE
AARNESREMFEZCRAR
19,782 14,495
HEAE 12,744 17,030
RITIEE 6,000 -
38,526 31,525




29.

30.

Notes to the Consolidated Financial Statements

FAIR VALUE OF FINANCIAL INSTRUMENTS

Management has assessed that the fair values of financial assets and
financial liabilities approximate to their carrying amounts largely due to
the short term maturities of these instruments.

The fair values of the financial assets and liabilities are included at
the amount at which the instrument could be exchanged in a current
transaction between willing parties, other than in a forced or liquidation
sale.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instrument comprises cash and bank
balances. The main purpose of this financial instrument is to raise
finance for the Group’s operations. The Group has various other
financial assets and liabilities such as trade and other receivables
and trade and other payables, which arise directly from the Group’s
operations.

The main risks arising from the Group’s financial instruments are
foreign currency risk, credit risk, interest rate risk and liquidity risk.
The directors meet periodically to analyse and formulate measures to
manage each of these risks and they are summarised below.
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30. FINANCIAL RISK MANAGEMENT 30. HBEAREZRERAR (A
OBJECTIVES AND POLICIES (continued)
Foreign currency risk M mR
(i)  The Group has certain assets and liabilities denominated in () AEBFETEERBEZEERLIFE
currencies other than the functional currency of the group entities BEEERZDEEY - FEEEATES
to which they relate. The Group currently has no particular EERTANERINERR - AEERHR
hedging vehicles to hedge its exposure to foreign exchange risk. It REFINER I 7 FRHREEE 049
is the Group’s policy to monitor foreign exchange exposure and to HE 1 o
make use of appropriate hedging measures when required.
The following table details the Group’s exposure at the end of TRANAEEEERERRALRE L
each reporting period to currency risk arising from recognised WA ER SR EZ CRAEER
assets or liabilities denominated in a currency other than the BENESER FEEIEEHET((E
functional currency of the entity to which they relate. The Group ) ARE BTREERD - 251
is mainly exposed to the fluctuation of United States dollars F OABRReENET (REREHRZ
(“USD”), RMB, EUR and GBP. For presentation purposes, the ENEE ) 5 R T -
amounts of the exposure are shown in HK$, translated using the
spot rate at the end of each reporting period as follows:
usD RMB EUR GBP
ESH ARM B HE
HK$'000 HK$'000 HK$000 HK$'000
TER TER TER TERT
I ——
As at 30 June 2021 R-E--F5xA=1H
Trade and other receivables fEME 5 K H fth 518 - 27 43 -
Pledged bank deposits BERBRITER 6,795 = - -
Cash and cash equivalents F& RIREEEY 1,327 32 32 1,000
Trade and other payables — FEFE 5 RE fh 308 - - (4) =
Overall net exposure B FE R 8,122 59 71 1,000
usD RMB EUR GBP
EY AR B R
HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TET
I —
As at 30 June 2020 R-Z-ZF5A=1H
Trade and other receivables JEME 5 K H fth 7018 = 6 43 -
Pledged bank deposits EHEMIRITER 6,778 = - -
Cash and cash equivalents & kIREEEY) 1,240 50 32 370
Overall net exposure EEFER 8,018 56 75 370
* Represent amount of less than HK$1,000 * FEIER,0008 T H) B
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30. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Foreign currency risk (continued)

(ii)

Sensitivity analysis

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in the HK$
exchange rate, with all other variables held constant, of the
Group’s loss before income tax (due to changes in the fair value

of monetary assets and liabilities) and the Group’s equity.

As USD is pegged to HK$, the foreign currency risk is considered

as minimal.

30.
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2021

If Hong Kong dollar weakens against
RMB
EUR
GBP

If Hong Kong dollar strengthens against
RMB
EUR
GBP

2020

If Hong Kong dollar weakens against
RMB
EUR
GBP

If Hong Kong dollar strengthens against
RMB
EUR
GBP

* Excluding accumulated losses

—E_-F

fHBTANTEHRE
AR%
BT
8

HETAATERAE
AR
BT
R

k- k23

fHBTAN T ERRE
ARE
BT
%

HETAATERAE
AR
BT
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BREREERERRE (B)
NERR(E)

(i) BREDN
TRITHRBEREEREMEELE
BRETENBRT $E@%% SHATEE
(AEREERBB ATERYMES) R
AEEREEHETERNRAETHEHE
LB -
BRRETEETA - SNSRI BEE o

Increase/ Increase/

(decrease) in (decrease) Increase/
exchange in loss before (decrease)
rate income tax in equity*

EEX BREEHAEE 4oy
EF/(FR)  #m/Chd) &/ CRd)
% HK$'000 HK$'000

BOL THT FTHT

10 3 -

6 2 -

12 125 -

(10) (3) =

(6) (2) =

(12) (125) -

3 3 -

5 2 -

4 13 _

(3) (3) =

(5) 2) =

(4) (13) -

* TarZ:itBR
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30. FINANCIAL RISK MANAGEMENT 30, BHREREEEERKE(E)
OBJECTIVES AND POLICIES (continued)
Credit risk EERK

The credit risk of the Group mainly arises from bank balances, trade
receivables, retention receivables, and deposits and other receivables.

Bank balances

The Group’s exposure to credit risk arising from bank balances is limited
because the counterparties are banks with high credit-rating assigned by
international credit-rating agencies, for which the Group considers the
credit risk is negligible.

Trade and retention receivables

The Group trades only with recognised and creditworthy third parties.
It is the Group’s policy that all customers who wish to trade on credit
terms are subject to credit verification procedures. In addition, all trade
receivables are closely monitored on an ongoing basis to minimise
the Group’s exposure to bad debts. Since the Group trades only with
recognised and creditworthy third parties, there is no requirement for
collateral.

Concentrations of credit risk are managed by customer and by
geographical. The Group has concentration risk on its major customers
(Note 4) which accounted for 34.2% (2020: 49.5%) of its revenue
for the year ended 30 June 2021. The Group’s major customers
are reputable companies. The management of the Group closely
monitors the subsequent settlement of the customers. In this regard,
the management of the Group considers the Group’s credit risk is
significantly reduced.

The Group measures loss allowances for trade and retention receivables
at an amount equal to lifetime ECLs, which is calculated using a
provision matrix. As the Group’s historical credit loss experience does
not indicate significantly different loss patterns for different customer
segments, the loss allowance based on past due status is not further
distinguished between the Group's different customer bases.

For the year ended 30 June 2021 and 2020, the Group has assessed

that the ECL for retention receivables was immaterial. Thus, no loss
allowance for retention receivables was recognised.
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30. FINANCIAL RISK MANAGEMENT

Notes to the Consolidated Financial Statements

OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

Trade and retention receivables (continued)

For the year ended 30 June 2021, the Group has recognised a reversal
of impairment on trade receivables of approximately HK$19,000 (2020:
impairment loss on trade receivables of approximately HK$522,000).

BT RKR M

n\/T\
30 June 2021
——FXA=1H
3. BBEREEEEREGK(E)

EEmE (&)

BREZTBRENRES (E)

W&Ifyf ¢AH_+E¢¢F'$%@ﬁ%
BUE SFHIE 2 REREL19,0005 T (ZE=F
FEWEB S HIEZREFE#L522,00087T) ©

Movement in the loss allowance account in respect of trade receivables

are as follows:

RYE 53

FEERARERZ

2021 2020

At 1 July ntA—H
Impairment loss recognised ERRRERHE
Amount reversed EROSHE

At 30 June RAA=1H

The following table provides information about the Group’s exposure to
credit risk and ECL for trade receivables as at 30 June 2021 and 2020:

HK$'000 HK$'000
TEL TRT
522 -
- 522
(19) =
503 522
TRERAEEAR -_Z-_—FR-_T-_TEFXA

ZtRZERESFEZ GERR REREEER

2EH

Expected

loss rate

BHERX

Current (not past due) to 30 days past due

AE (T &R ) 2@H30K

31-90 days past due BH31-90K
91-180 days past due BH91-180K
More than 180 days past due BHNB0KIA £

(%)
(%)

0.5-1.0
1.5-2.0
4.0-12.0
16.0-95.0

Expected
loss rate

BHERX

Current (not past due) to 30 days past due

N (L EDH) ZAH0K

31-90 days past due #H31-90K
91-180 days past due #H91-180K
More than 180 days past due BHE180APA £

SRKEZRERDLT

(%)
(%)

0.5-1.0
1.5-2.0
4.0-12.0
16.0-95.0
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Gross carrying Loss
amounts allowance
RRAE BEEE
(HK$'000) (HK$'000)
(TAT) (T&T)
4,810 =

438 -

466 -

863 503

6,577 503

Gross carrying Loss
amounts allowance
Fae® BERE
(HK$'000) (HK$'000)
(FAT) (TET)

900 5

1,918 30

190 8

550 479

3,558 522
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30. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

Trade and retention receivables (continued)

Expected loss rates are based on actual loss experience. These rates
are adjusted to reflect differences between economic conditions during
the period over which the historic data has been collected, current
conditions and the Group’s view of economic conditions over the
expected lives of the receivables.

Deposits and other receivables

The Group makes periodic collective assessments as well as individual
assessment on the recoverability of deposits and other receivables based
on historical settlement records and past experience, current conditions
and forecasts of future economic conditions. At the reporting date,
the credit risks on deposits and other receivable have not increased
significantly since initial recognition, the Group measures the loss
allowance for other receivable at an amount equal to 12-month ECL.

As at 30 June 2021 and 2020, the Group has assessed that the expected
credit loss for deposits and other receivables were immaterial. Thus, no
loss allowance for deposits and other receivables were recognised.
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Notes to the Consolidated Financial Statements

30. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Interest rate risk

The Group is exposed to cash flow interest rate risk in relation to
variable-rate bank balances and bank borrowings. The Group currently
does not have a policy on cash flow hedges of interest rate risk.
However, the management monitors interest rate exposure and will
consider hedging significant interest rate risk should the need arise.

Sensitivity analysis

The sensitivity analysis below has been determined based on the
exposure to interest rates for variable-rate bank balances and bank
borrowings. The analysis is prepared assuming that the bank balances
and bank borrowings at the end of each reporting period were bank
balances for the whole year. 25 basis points increase or decrease
represents management’s assessment of the reasonably possible
change in interest rates of bank balances and bank borrowings. In
management’s opinion, the sensitivity analysis is unrepresentative of the
inherent interest rate risk as the exposures at the end of each reporting
period do not reflect the exposures during each reporting period.

If interest rates on bank balances and bank borrowings had been 25
basis points higher/lower and all other variables were held constant, the
potential effect on the Group’s post-tax loss for the years ended 30 June
2021 and 2020 is as follows:

30.

an\ = ,\7J ﬁi #&% ﬁ

30 June 2021
——FANA=FH

BHEREERERIK(E)

FZE R
AEEEHABTSRITERRRITEENR SR
EREER - FEERBYREANERARNE S
MEH MR - A - EREERFIRERIL HR
FEREREMEATEERE o

HEEH

AT SRED I REME S 00/ BRITARRIRIT
Fémﬂfﬂﬁﬁﬁ AMNHBEREREHRZR
THEBRBITEEDEEFENRITARRRITE
Eﬁﬁﬂ°%%%iﬂﬁThﬁi%@@%ﬁﬁ%
BERTEENNEAREERZHMELFME B
EERR SREANTEAREBNEEAR R
R ASHREHRORRL ERRERE BRI o

ﬁﬁﬁ%%&ﬁﬁ%%%ﬂ%tﬂ/?%%%&&
AR EERFEEETE  AHASERZ
*i&_z_?ﬁﬂﬂ +E¢$FZ%M&E
BRBEZENT :

2021 2020

Increase/(decrease) in loss for the year
— as a result of increase in interest rate
— as a result of decrease in interest rate

~ BBFIE Lt
~ERFIE TR

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring
liquidity planning tool. This tool considers the maturity of both its
financial instruments and financial assets (e.g., trade receivables) and
projected cash flows from operations.

The Group’s objective is to maintain a balance between continuity of
funding and flexibility through the use of bank loans. The Group’s policy
is to regularly monitor its liquidity requirements and its compliance with
lending covenants, to ensure that it maintains sufficient reserves of cash
to meet its liquidity requirements in the short and longer term.
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30. FINANCIAL RISK MANAGEMENT 30. MERREEBERBUKRGE)
OBJECTIVES AND POLICIES (continued)
Liquidity risk (continued) RBESER (&)
For the year ended 30 June 2021, the Group has incurred a loss of BE-_T-—F A=Z1THILFE AEEE&K
approximately HK$11,798,000 and at the end of the reporting period, B4011,798,0008 T2 R MABEHR - H
its current liabilities exceeded its current assets by approximately MBABEBBTHEEL3361,00087T TAH
HK$3,361,000 and had total bank borrowings of HK$6,000,000 that 6,000, OOO%TEZ?E{TFM%Z@E‘EH#EA#&H:E@{%QT
are due within 12 months from reporting period. The management of AREH - AEEEREDRH 10 E%WH 7f
the Group has prepared a cash flow projection covering a period of 12 BHRABHEREARB R ERER - KR
months from the date of consolidated financial statements. The directors SENEFEEREBRAUBERES Z‘“%H-r
of the Company have given careful consideration to the future liquidity ERFAZRASEARZRBEE RRBAR
and performance of the Group and the Group’s available sources of AEEZRESKR - RERRBELE N KK
financing in assessing whether the Group will have sufficient financial £$Elzgﬁ%ﬂﬁ)ﬁ ERBUATHR : )R=F
resources to continue as a going concern. The following measures have —EXA=ZTR AEEARERZERERZ
been undertaken to mitigate the liquidity pressure and to improve the ﬂﬁbﬁfﬂﬁﬁﬂﬁﬁﬂ 000,000/87  RZEZ—FR
financial position of the Group: (i) As at 30 June 2021, the Group had A=ZTH#%  KEE#E—FIREA4,000,0008 7T &
unutilised banking facilities for revolving loans available for drawdown (MRZBZ—FNAZ+LR  FEERHEEEE
amounted to HK$9,000,000. Subsequent to 30 June 2021, the Group BRI ES—Z28ERREZHIRAEMFZE
has further drawn down HK$4,000,000; and (i) On 27 August 2021, BRREERZENRE  FRXAY% ©8EA
the Group obtained an unsecured and unguaranteed loan facility with 15,000,000/ 7T ° AR A B RER 2B ER S » K
interest-bearing of 5% per annum amounted to HK$15,000,000 from its S E 2 4RH3,000,0008 T Al f R KRB AE
ultimate holding company for two years from the date of loan facility. A& /12,000,000 7T ©
As at the approval date of these consolidated financial statements, the
Group has drawn down HK$3,000,000 and the unutilised loan facility
available for drawdown amounted to HK$12,000,000.
The maturity profile of the Group’s financial liabilities as at the end of REDAINABRESN  AREERABNRE S
the reporting period, based on the contractual undiscounted payments, BERZEIBERMT :
is as follows:
Total Repayable
contractual within one Over 1 year Over 2 years
Carrying undiscounted year or on but less than but less than
amount cash flows demand 2 years 5 years
ANAER  AR-FAY —F% mER
REE RenseE EEXER BRER BRERA
|
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAR TAT TAT TER TAR
At 30 June 2021 R-F-—£XA=1H
Trade and other payables ~ EfTE 5 R EFE 19,782 19,782 19,782 - -
Lease liabilities HERRE 12,74 13,281 7,055 5,047 279
Bank borrowings REE 6,000 6,008 6,008 - -
38,526 39,071 32,845 5,947 279
At 30 June 2020 R-F-FERA=1H
Trade and other payables BB 5 R A58 14,495 14,495 14,495 - -
Lease liabilities HEAR 17,030 18,218 5,154 7072 5992
31,525 32,713 19,649 7,072 5992
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30. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Capital management
The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it in
light of changes in economic conditions and the risk characteristics of
the underlying assets. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to shareholders, return capital
to shareholders or issue new shares. No changes were made in the
objectives, policies or processes for managing capital during the years
ended 30 June 2021 and 30 June 2020.

The capital structure of the Group consists of cash and cash equivalents
and equity attributable to owners of the Company, comprising issued
share capital, reserves and accumulated losses as disclosed in the
consolidated financial statements.

The directors of the Company review the capital structure periodically.
As part of this review, the directors consider the cost of capital and risk
associate with each class of capital. Based on recommendations of the
directors, the Group will balance the overall capital structure of the
Group through the payment of dividends, new share issues as well as
the raising of new bank loans.

Management regards total equity as capital, for capital management
purpose. The amount of capital as at 30 June 2021 amounted to
approximately HK$7,271,000 (2020: HK$19,095,000), in which
management considers as optimal having considered the projected
capital expenditures and the projected strategic investment
opportunities.
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31. HOLDING COMPANY STATEMENT OF 31. BRATZHBMRRR
FINANCIAL POSITION
Information about the statement of financial position of the Company at BRARARKREREER 2 BRRER 2 ER T
the end of the reporting period is as follows: T
2021 2020
Note HK$'000 HK$’000
Wiz TFHT THT
Non-current assets ERBEE
Investment in a subsidiary RE-FWBAF 0 =i
Amounts due from subsidiaries NG 39,180 35,312
39,180 35,312
Current assets REEE
Prepayments ENHE 167 281
Amounts due from subsidiaries R B A R E 2,850 2,844
Cash and cash equivalents BekReEEN 143 7,437
3,160 10,562
Current liabilities nBAE
Other payables and accruals H e A 50IA R fE 5 50 15 95
Amounts due to shareholders PR RRFIE —* —*
Amount due to a subsidiary JE 5B /B 2 R 3R 38 2,496 2,497
2,511 2,592
NET CURRENT ASSETS RBEEFE 649 7,970
NET ASSETS BERE 39,829 43,282
Capital and reserves BXRRE
Share capital R 28,800 28,800
Reserves [ (a) 11,029 14,482
TOTAL EQUITY AR 39,829 43,282
* Represent amount of less than HK$1,000 * FEER,0008 T #)70E °

RE—[MER A LTRE (BREATE) -

m Investment in a subsidiary represents unlisted investment, measured at cost.

On behalf of the board of directors REESS
Mr. Lee Wai Sang Mr. Leung Pak Yin
FREXE REAEXE
Director Director
EF EZ
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HOLDING COMPANY STATEMENT OF 3. BERABZMBRRR (R
FINANCIAL POSITION (continued)
(a) A summary of the Company’s reserve is as (@ AAARFREZHEDNT:
follows:
Share Accumulated
premium losses Total
P47 4 B BR ZitER st
I ——
HK$’000 HK$’000 HK$'000
FTET FTET FET
As at | July 2019 R=Z-NFtA—H 56,615 (30,351) 26,264
Loss and total comprehensive FEBERZERALRE
income for the year - (17,830) (17,830)
Proceeds from placing of new shares B2 ¥ A% {7 /) F715 5018 6,384 - 6,384
Issuing expenses of placing of new  BL & ¥ A& {7 B & 175 X
shares (336) = (336)
As at 30 June 2020 and 1 July 2020 R=FE=TF A=THK
—ZT-TFLH—H 62,663 (48,181) 14,482
Loss and total comprehensive FEBERZEBAERE
income for the year = (3,453) (3,453)
As at 30 June 2021 R-ZF-—Fx<H=1H 62,663 (51,634) 11,029
32. EVENT AFTER REPORTING PERIOD 3. WEHREE
Save as disclosed elsewhere in the consolidated financial statements, the BN BaRRLoBHIREN  AEERRES
Group has following significant events after reporting period as follows: BEUNTEESFAE:
Subsequent to the reporting period, on 27 August 2021, the EAiﬁigﬁﬁié FEER-Z-—F\A-+tA)
Group obtained an unsecured and unguaranteed loan facility with HERKBRLFEG—E8EFRE 2 B AR
interest-bearing of 5% per annum amounted to HK$15,000,000 from its FrEERREERZETRE  FRXA% &8
ultimate holding company for two years from the date of loan facility. 15,000,000 T - EESRAMBRK 2B ERS -
As at the approval date of the consolidated financial statements, the REE 2 HRER3,000,0008 70 A LR IR 2 R B E N
Group has drawn down HK$3,000,000 and the unutilised loan facility & /312,000,000 7T °
available for drawdown amounted to HK$12,000,000.
The Group has been exploring business opportunities in a form ARARERRET EUEBRBAHME  2ERT
of strategic co-operation alliance of online game business with BBV F = BRI R R R A 1F B 2 5
independent third parties that principally engage in online game WEBORE - BEEFRAMBREZHAERS AR
development, operation and distribution. As at the approval date of A ERE AR LR FHRREEBNGET - TE
the consolidated financial statements, no terms have been finalised BEEN iz I&tjrmmﬁar&‘ﬂﬂ%%%ot—
and no formal agreement has been signed relating to the said FHESNARRIRPR T —F)\AREZ A% -
business opportunities and therefore no estimate of financial effect
was made accordingly. Further details were set out in the Company’s
announcement dated 6 August 2021.
APPROVAL OF THE FINANCIAL 3. HEMBHRE
STATEMENTS
The consolidated financial statements for the year ended 30 June 2021 BE_Z--FRAZTRIFEZEAMBRE

were approved for issue by the directors on 27 September 2021.
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Five-Year Financial Summary

hEBRHE

A summary of the results and of the assets, equity and liabilities of the Group
for the last five financial years is as follows:

GROUP RESULTS

AEARIRAENHEENEENREE - EXREERD
BEMT

FRERE

Year ended 30 June

BEAR=tHLEE

2021 2020 2019 2018 2017
HK$'000 HK$'000 HK$'000 HK$/000 HK$'000
FET THT BT TET T
Revenue KA 86,601 53,789 95,336 71,541 99,094
Loss before income tax BRAGHAER (11,777) (28,366) (9,606) (22,731) (20,860)
Income tax credit/(expenses) fshiEe/ (AX) (21) 162 (28) (209) 141
Loss for the year FEER (11,798) (28,204) (9,634) (22,940) (20,719)
Total comprehensive income UTATEGEFEZE
for the year attributable to: WA :
Owners/Equity holders of ARAEBAN/
the Company BRFEAA (11,824) (28,196) (9,387) (22,875) (20,793)
(11,824) (28,196) (9,387) (22,875) (20,793)
GROUP ASSETS AND LIABILITIES rEEEERESRE
As at 30 June
WAB=t+H
2021 2020 2019 2018 2017
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTHEL THT TET FET TET
Assets BE
Non-current assets FRBEE 16,733 20,777 7,405 7,194 5,629
Current assets MEEE 31,878 34,160 54,274 61,351 90,052
Total assets HMEE 48,611 54,937 61,679 68,545 95,681
Equity and liabilities BEREE
Total equity oy o 7,271 19,095 36,443 45,830 68,705
Non-current liabilities FnBEE 6,101 12,560 644 810 759
Current liabilities MEBE 35,239 23,282 24,592 21,905 26,217
Total liabilities BERE 41,340 35,842 25,236 22,715 26,976
Total equity and liabilities BRRkAERE 48,611 54,937 61,679 68,545 95,681

Note: The summary of the consolidated results and of the assets, equity and liabilities of the
Group for the last five financial years are extracted from the published audited financial
statements.

188 e o o o O —ZT——HFEH%E Annual Report 2021

Wit FEERRELEYEFENGERENREE BERA
EZHEEHECTIREEFCHFHE -






	封面
	目錄
	公司資料
	財務摘要
	主席報告
	董事及高級管理層履歷
	管理層討論及分析
	企業管治報告
	環境、社會及管治報告
	董事會報告
	獨立核數師報告
	綜合財務報表
	綜合財務報表附註
	五年財務概要
	封底

