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Achieving new breakthroughs in corporate development by seeking progress amidst

stability and expanding steadily.

B - BARR - RO EERONER -

Dear Shareholders,

On behalf of the Board of Directors (the “Board”), | am
pleased to present the annual report of Hengdeli Holdings
Limited (the “Company”) and its subsidiaries (the “Group”)
for the year ended 31 December 2021 (the “year” or the
“year under review”) for your review.

In the year of 2021, the pandemic was well-controlled
in Mainland China, and the overall economy recovered.
Although global economy also began to recover, the
overall economic environment was still extremely unstable
due to the continuous recurrence of the epidemic and the
uncertainty of recovery. The economies of Hong Kong and
Macau were still facing enormous pressure, which brought
risks and challenges to business operations. Under the
principle of “sound, steady and long-term operations”,
the Group adapted to the market conditions, adjusted its
business, and endeavored to increase profits in response
to the challenging environment, so as to ensure the survival
and health of the enterprise and safeguard the interests of
shareholders.

As of 31 December 2021, the Group recorded revenue of
RMB992,962,000 (2020: RMB1,219,856,000), representing
a year-on-year decrease of 18.6%; high-end consuming
accessories business (formerly known as “industrial
group business”) recorded revenue of RMB550,933,000
(2020:RMB428,048,000), representing a year-on-year
increase of 28.7%; international commodity trading recorded
revenue of RMB327,061,000 (2020: RMB114,641,000),
representing a year-on-year increase of 185.3%; watch retail
and trading sales amounted to RMB114,968,000 (2020:
RMB677,167,000), representing a year-on-year decrease of
83.0%. The Group recorded a net profit of RMB20,210,000
(2020: loss of RMB386,524,000) and profit attributable to
equity shareholders amounted to RMB26,282,000 (2020: loss
of RMB383,076,000).
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During the year under review, in accordance with the
established strategy, the Group continued to close down
the remaining watch retail stores in Hong Kong, generally
ended the operation of retail business of renowned watches,
and therefore shifted its main focus to the high-end
consuming accessories business. Although the global
economy fluctuated greatly, the Group took stability as its
foundation, pursued development through innovation, and
adopted various measures to deal with risks, and achieved
relatively obvious results. During the year under review, the
overall revenue of high-end consuming accessories services
performed well, but the net profit decreased due to surge of
raw materials, logistics and labor costs and other expenses.

During the year under review, the Group began to increase
investment in the international trade of iron ore and other
commodities in order to expand into new markets and seek
a new profit model and future development of the Group.
Compared with the same period last year, the Group
expanded its sales network and enlarged its customer base,
which contributed to good performance in terms of overall
revenue and profit.

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

At present, the COVID-19 pandemic is still spreading
globally, the uncertainty of global economy is obvious.
Amid the unstable epidemic and external environment, the
downward pressure on China's economy has increased.
However, economy in Mainland China is resilient with great
potential, the fundamentals of long-term improvement remain
unchanged, and the trend for medium-to-high economic
growth will continue.
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In 2022, the Group will continue to adhere to the principle
of "steady progress'. We will steadily expand and focus on
expanding the development in manufacturing of high-end
accessories for renowned watches, engage in deeper
cooperation with brands and international counterparts
in various ways by leveraging on the stable environment
of economic development in Mainland China, striving to
become an indispensable independent segment in the
global industrial ecological chain of high-end watch groups.
The Group will continue to enhance the integrated services
for commercial space in Mainland China and international
markets. The Group will also continue to embark on a limited
number of diversified business activities to include the
manufacturing of high-end consuming accessories in other
high-end lifestyle products such as jewellery, cosmetics
and mobile phones, and to expand its commercial space
beautification services to involve living space beautification
services. At the same time, the Group will adapt to
market trends, promote the process of international trade
and strengthen the development of business related to
international trade, continue to explore new profit models,
and achieve new breakthroughs in corporate development.

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

By order of the Board
Zhang Yuping

Chairman

Hong Kong, 22 March 2022
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The directors of the Company are pleased to present to you
this report and the audited accounts of the Company for the
year ended 31 December 2021.

BUSINESS REVIEW

During the year under review, the Group’s business
was primarily focused on the manufacturing of high-
end consuming accessories, the building up of high-end
consuming service platforms and international commodity
trading.

High-end Consuming Accessories Service

The Group has a relatively mature industrial chain for
watch accessories manufacturing, mainly covering from
the manufacturing of watch accessories and packaging
products to commercial space design, production and
decoration. Companies are mainly located in Suzhou,
Guangzhou and Dongguan.

The two companies, namely “Guangzhou Artdeco” and
“Dongguan Born Talent”, mainly produce high-end watch
boxes and watch accessories for various types of watches.
After years of development, we have achieved great
success in all aspects ranging from low-end products to
high-end products, from simple processing to independent
innovative designs, and from techniques of purely hand-
made to basically automated.

“Suzhou Henge” is a commercial space integration service
enterprise engaged in design, production, on-site installation
and after-sales service, comprising the design and
decoration for each types of counters, props and various
stores.
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During the year under review, the international market
was ever-changing and unpredictable, while the market in
Mainland China is relatively stable. Our three companies
were facing greater difficulties and challenges as they
targeted at both the domestic and international markets.
As a result of our efforts, the overall revenue of high-end
consuming accessories business was satisfactory, although
the net profit recorded a decrease due to the surge of raw
materials, logistics and labor costs.

After years of development, all companies under the Group
have achieved ISO9000 quality management certification,
which provides strong support for the manufacturing
of high-quality products; the companies have earned a
solid reputation in their respective fields, forming tight
relationships, mutual trust and interest sharing with
brand suppliers. A wide customer base covering China,
Switzerland, the United States and other countries in the
Asia Pacific region has been established. The application
of advanced information management systems, such as the
industry-leading ERP, BIM, and MES, provides practical
guarantee for efficient and compliance corporate operation.

In 2022, the Group will adapt to market changes by further
strengthening the industrial management and making
adjustment for stabilization, as well as taking quality as
the priority and driving growth by innovation to strengthen
the enterprise. The Group will focus on the development
in manufacturing of high-end accessories for renowned
watches, and on engaging in deeper cooperation with
brands and international counterparts in various ways,
striving to become an indispensable independent segment
in the global industrial ecological chain of high-end watch
groups. The Group will continue to enhance the service
standard of its integrated services for commercial space
in both Mainland China and international markets. The
Group will also embark on a limited number of diversified
business activities to include the manufacturing of high-end
consuming accessories in other high-end lifestyle products
such as jewellery, cosmetics and mobile phones, and to
expand its commercial space beautification services to
include living space beautification services, so as to build
momentum for future development.
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International trade

During the year under review, the Group increased its
investment in the current international commodity trading
business in order to boost profitability and strengthen
its foundation for future growth. During the year, the
international trading business mainly covers the importation
of iron ore and manganese ore to Mainland China. Despite
the various challenges during the year, such as recurrence
of global pandemic and changing business environment,
the Group still recorded a good performance by closely
monitoring the market trend and sticking to prudential
operating strategy, with both revenue and profit increasing
significantly as compared to the corresponding period of the
previous year.

In 2022, the Group will keep monitoring the market closely
and carrying out commodity trading activities as applicable
and prudential in order to lay a solid foundation for the
Group and its development.

International shipping

During the year under review, the Group made an attempt
to conduct international shipping business to support our
trading business, which mainly focused on global maritime
transportation of dry bulk cargo, such as coal, iron ore,
manganese ore and industrial salt. Its targeted customers
included but not limited to well-known international mines
and large-scale state-owned enterprises in China. Benefiting
from the gradual recovery of global economy, the Group’s
shipping business achieved rapid growth and made
considerable profits during the year, contributing to the
Group’s healthy survival and development. The Group will
continue to monitor the marine transportation sector of China
and provide existing customers with better quality service. In
addition, the Group will also target the international market
to explore new customers and new routes to enhance its
market competitiveness, so as to achieve robust profit
growth.

Retail Network

During the year under review, in accordance with the
established strategy, the Group continued to close down
the several remaining watch retail stores in Hong Kong and
generally ended the operation of retail business of renowned
watches.
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MAJOR RISKS AND UNCERTAINTIES

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

Strategy Risk

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

Commodity Risk

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

The Group is currently engaged in the international trading
business. Factors as price trends of trading products or
changes in customer demands are beyond our control and
any adverse changes in such factors could have material
adverse impact on the Company’s operating results.
Therefore, the Group will monitor the international situation,
the price trends of products and customer demands closely
to reduce the risks therefrom.

Operation Risk

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

Financial Risk

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

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

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

Talent Pool Risk

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

At present, the COVID-19 pandemic is still spreading
globally, and the world economy is still in high uncertainty.
Due to such instability of pandemic and external
environment, China’s economy faces increased downward
pressure. However, by virtue of its strong resilience and
great potential of the economy of Mainland China, the
favorable long-term fundamentals wouldn’t change and the
developing trend of the economy at a medium to high speed
will continue.

In 2022, the Group will continue adhering to the principle
of “seeking progress in a stable manner”, and expand
steadily leveraging on the stable environment of economic
development in Mainland China with its efforts focusing on
expanding the development in the production of high-end
accessories for renowned watches, and on engaging
in deeper cooperation with brands and international
counterparts in various ways, striving to become an
indispensable independent segment in the global industrial
ecological chain of high-end watch groups. The Group will
continue to enhance the service standard of its integrated
services for commercial space in Mainland China’s and
international markets. The Group will also embark on a
limited number of diversified business activities to include
the production of high-end product accessories in other
high-end lifestyle products such as jewellery, cosmetics
and mobile phones, and to expand its commercial space
beautification services to include living space beautification
the Group will follow the market
trend closely to further advance the development of its
international trading business, and carry out more activities
relating to international trading associated business. The
Group aims to keep exploring new profit models to achieve
a new breakthrough in corporate development.

services. Meanwhile,

COMPLIANCE OF LAWS AND REGULATIONS

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

Revenue

For the year ended 31 December 2021, the Group recorded
revenue of RMB992,962,000 (2020: RMB1,219,856,000),
representing a year-on-year decrease of 18.6%; the revenue
from high-end consuming accessories business amounted
to RMB550,933,000 (2020: RMB428,048,000), representing
a year-on-year increase of 28.7%; the revenue from
commodity trading amounted to RMB327,061,000 (2020:
RMB114,641,000), representing a year-on-year increase of
185.3%; the sales of watches retail and trading amounted to
RMB114,968,000 (2020: RMB677,167,000), representing a
year-on-year decrease of 83.0%.

Breakdown of revenue: (for the year ended 31 December
2021)

5 %5 [l R
REB BT BRI -

WA

BE=ms =% B = —=E %R o A5ss
B Uz A 8% 15992,962,0007T (A R ¥ - T @
— T — T £ :1,219,856,0007T) © &K &£ F [
HTM18.6% mmBEREXFERAR
550,933,0007T (= & — & £ : 428,048,000
L) BEFRB EF T287%  AREm
Z 5 W A 5A327,061,0007 (= T = T 4 :
114,641,0007T) ' REFRE LA T7185.3% :
EHRTERE HHERA114,968,0007T (=ZF
—Z4F :677,167,0007T) * REFRIB T
83.0% °

WASH : (BE=_ZE=-_—F+=-A=+—HI1t
FE)

2021 2020
—E-—F —EZFF

RMB’000 RMB’000
ARYE (F7t) % AR (F7T) %
High-end Consuming Accessories =i EERE 550,933 55.5 428,048 35.1
Commodity Trading ArREmE S 327,061 32.9 114,641 9.4
Watches Retail and Trading Business $#5%ZE RE 55K 114,968 11.6 677,167 55.5
Total FEE 992,962 100 1,219,856 100
Note: (1) The Company has fully terminated its watches retail F: ()ARRIBER2021F ¥ F2EKLIEESK

business in the first half of 2021 and will not record
revenue from the sales of watches retail in the future;
(2) After the termination of watches retail business, the
Company actively disposed of its inventory of watches
through consignment sales and auctions, etc. The
revenue from the disposal will be derecognised upon its
completion, it is a non-recurring income.

Commaodity Trading
RRERES
32.9%

Watches Retail and Trading Business
BHRTEREIHEB
11.6%
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Gross profit and gross profit margin

As of 31 December 2021, the Group’s gross profit amounted
to approximately RMB1183,867,000 (2020: gross loss of
RMB148,223,000),
of 176.8%.
(2020: gross loss margin of 12.2%), representing a year-on-

representing a year-on-year increase
Gross profit margin was approximately 11.5%

year increase of 24 percentage points. The increase in gross
profit and gross profit margin was mainly due to an increase
in the revenue of commodity trading and the significant
decrease in the inventory provisions of watches retail and
trading business and other factors during the year.

Profit for the year

The Group made a net profit of RMB20,210,000 during the
year (2020: loss of RMB386,524,000), representing a year-
on-year increase of 105.2%. Profit attributable to equity
shareholders amounted to RMB26,282,000 (2020:
RMB383,076,000),
106.9%. The increase in profit for the year was mainly due

loss of
representing a year-on-year increase of

to the improvement in gross profit, the significant drop in the
inventory provisions and operating costs in watches retail
and trading business, and gains from international shipping
business, etc.

Financial status and net debt to equity ratio

The Group maintained a sound and stable financial
position. As at 31 December 2021, the Group had total
equity of RMB3,272,463,000 (2020: RMB3,439,810,000)
and net current assets of RMB2,035,339,000 (2020:
RMB2,322,526,000), with cash and cash equivalents
and deposits with bank of RMB934,813,000 (2020:
RMB1,241,863,000) and total bank loans of RMB73,879,000
(2020: RMB29,918,000). As at 31 December 2021, the
bank loans bore interests at floating rates of 1.4% to 4%
(2020: 1.40% to 1.75%), approximately 61% (2020: 0%)
and 39% (2020: 100%) of bank loans were denominated in
RMB and NTD,
loans is set out in note 23 to the accompanying financial
statements. During the year under review, there was no sign

respectively. The maturity profile of bank

of significant changes in the Group’s demand for loans in a
particular quarter.
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2,322,526,0007T) r HH B RREFEEY
AR 17 17 7K /934,813, 00071(:2@:2@@:
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73,879,0007t (= Z — =4 : 29,918,0007T) °
R=ZFE=Z—F+=-A=+—0 ' ROTERRZ

KRG B EFEE14%E4% (ZE=F
F 1.40%E1.75%) ° RITE R F 4961% (=
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As at 31 December 2021, the Group’s total debt amounted
to RMB73,879,000 (2020: RMB29,918,000). The net debt to
equity ratio of the Group was zero (2020: zero) (Net debt is
defined as total debt (which includes total interest-bearing
It established
a solid foundation for the further business expansion of the

borrowing) less cash and cash equivalents).
Group.

The Group adopts prudent treasury policies in financial and
cash management, manages bank credit availability and
monitors risks of credit cost centrally in various ways. The
Group maintains a good partnership with a number of banks
which provide financing facilities, and reviews its funding

liquidity and financing needs regularly.

Foreign exchange risk

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

exchange risk.

Pledge of assets

As at 31 December 2021, the Group had land and buildings
equivalent to RMB194,937,000 (2020: RMB99,047,000)
pledged as security for mortgage.

Contingent liabilities

As at 31 December 2021,
contingent liabilities (2020: nil).

the Group had no material
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Current assets

As at 31 December 2021, the current assets of the Group
amounted to approximately RMB2,254,781,000 (2020:
RMB2,459,838,000), comprising inventories of approximately
RMB597,505,000 (2020: RMB653,106,000), trade and
other receivables of approximately RMB632,749,000 (2020:
RMB535,487,000), loans to associates of approximately
RMB77,951,000 (2020: nil), cash and cash equivalents and
deposits with banks of approximately RMB934,813,000
(2020: RMB1,241,863,000).

As at 31 December 2021, cash and cash equivalents of
approximately 15% (2020: 14%), 67% (2020: 82%) and
18% (2020: 4%) were denominated in RMB, HKD and other
currencies, respectively.

Current liabilities

As at 31 December 2021,
Group amounted to approximately RMB219,442,000
(2020: RMB137,312,000), comprising bank loans of
approximately RMB46,925,000 (2020: RMB2,322,000), trade
and other payables of approximately RMB157,156,000
(2020: RMB117,563,000), lease liabilities of approximately
RMB11,774,000 (2020: RMB12,248,000) and current taxation
of approximately RMB3,587,000 (2020: RMB5,179,000).

the current liabilities of the

Capital structure

The Company’s capital structure is composed of issued
share capital, reserves and accumulated profits. As at 31
December 2021, the issued share capital of the Company
was 4,464,806,959 shares (2020: 4,662,666,959 shares),
with reserves and accumulated profits of RMB3,183,082,000
(2020: RMB3,344,357,000) in total.
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Significant investment, material acquisition and disposal

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

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

THE COMPANY

During the year, the Group’s business was primarily focused
on the manufacturing of high-end consuming accessories,
the construction of high-end consuming service platforms
and international commodity trading.

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

DISTRIBTABILITY OF RESERVES

As at 31 December 2021, the aggregate amount of
distributable reserves of the Company was RMB1,350,438,000
(2020: RMB1,426,459,000), which is set out in note 28 to the
financial statements in this annual report.

DIVIDEND POLICY AND FINAL DIVIDEND

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

The Board does not recommend the payment of any final
dividend for the year ended 31 December 2021 (2020: nil).
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PRE-EMPTIVE RIGHTS

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

FINANCIAL HIGHLIGHTS

The summary of the Group’s results and assets and
liabilities in the last five financial years (for the year ended
31 December) are set out on page 77 of this annual report.

PURCHASE, SALE OR REPURCHASE OF
SECURITIES

During the year under review, the Company repurchased a
total of 197,860,000 (2020: nil) listed shares on the Stock
Exchange by way of acquisition from the market. The total
consideration paid was approximately HKD60,038,000,
including related expenses. The details are as follows:
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Approximate

Date of repurchase Number of shares Highest price Lowest price aggregate
of shares repurchased per share paid per share paid consideration
[EEREST ENER BARBRE
BB E B £ B Af AR v = B ERE REER (TEFEHEBRER)
(excluding
related expenses)
(HKD) (HKD) (HKD)
(B (E#) (E#)
12 January 2021
202141 H128 7,200,000 0.30 0.295 2,129,700
13 January 2021
20211 H13H 16,300,000 0.30 0.29 4,830,760
14 January 2021
202141 H148 16,700,000 0.305 0.295 4,968,140
15 January 2021
2021F1H15H 17,000,000 0.30 0.29 5,021,800
18 January 2021
202141 H18H 20,300,000 0.30 0.29 5,957,500
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Approximate

Date of repurchase Number of shares Highest price Lowest price aggregate
of shares repurchased per share paid per share paid consideration
e2NER ENER MOBRE
BoRm EH BEROHE ReER REER (TEFERBRER)
(excluding
related expenses)
(HKD) (HKD) (HKD)
(GBH) (EH) (BH)
19 January 2021
20211 H19H 17,600,000 0.305 0.295 5,275,800
20 January 2021
202141 H20R 15,600,000 0.305 0.295 4,671,940
21 January 2021
2021145218 13,200,000 0.305 0.30 4,023,000
29 March 2021
202143 H29H 11,644,000 0.305 0.305 3,551,420
30 March 2021
202143 H30H 16,008,000 0.31 0.30 4,882,500
31 March 2021
202143H31H 15,000,000 0.31 0.305 4,576,760
1 April 2021
2021F4 A1H 16,008,000 0.31 0.305 4,942,900
7 April 2021
202164 H7H 15,300,000 0.315 0.8 4,743,060
All the above repurchased shares had been cancelled on 28 iR MHE SR _E=—F— =+ /\

January 2021 and 15 April 2021, respectively.

Save as disclosed above, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any of
the Company’s listed securities during the year ended 31

December 2021.

As of 31 December 2021, the issued share capital of the
Company was 4,464,806,959 shares (2020: 4,662,666,959

shares).
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EQUITY-LINKED AGREEMENTS

Share award scheme

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

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

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

During the year, the Company did not grant any awarded
shares to the employees of the Group (2020: nil).
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Share Option Scheme

At the annual general meeting of the Company held on
15 May 2015, the share option scheme was adopted
conditionally. The share option scheme of the Company (the
“Share Option Scheme”) was adopted to grant options to
selected participants including but not limited to directors
and employees of the Group as incentives or rewards
for their contributions to the Group. Subject to any early
termination as may be determined by the Board, the Share
Option Scheme shall be valid and effective for a term of ten
years commencing on the adoption date, with a remaining
life of approximately three years as of the date of this annual
report.

Under the Share Option Scheme, subject to the discretion
of the directors, there is no minimum period for which an
option must be held before it can be exercised. Each option
has a maximum valid period of ten years after which the
option shall lapse. The total number of shares issued and
to be issued upon exercise of the options (including share
options exercised and outstanding) granted to the eligible
participants in any 12-month period must not exceed 1%
of the shares in issue. Any further grant of options to such
participant which would result in the shares issued and to
be issued upon exercise of all options granted and to be
granted to such participant (including exercised, cancelled
and outstanding options) in the 12-month period up to and
including the date of such further grant representing in
aggregate over 1% of the shares issued by the Company,
must be subject to separate approval by shareholders,
with such participant and his or her close associates (or
associates (if such participant is a connected person))
abstaining from voting. The exercise price shall not be
less than the higher of: (i) the closing price of the shares
as stated in the daily quotation sheets issued by the Stock
Exchange on the date of offer; (ii) the average of the closing
prices per shares as stated in the daily quotation sheets
issued by the Stock Exchange for the five business days
immediately preceding the date of offer; and (iii) the nominal
value of the shares.
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Under the Share Option Scheme, the grantee shall accept
the option within ten days from the date of the offer to grant
the share option and pay HKD1.00 to the Company as
consideration for the grant upon acceptance of the option.

As of the date of this annual report, the total number of
shares of the Company available for issue under the Share
Option Scheme was 478,437,095 shares, representing
10.7% of the number of issued shares of the Company, and
there was no option outstanding (2020: nil).

DIRECTORS’
BUSINESS

Save as disclosed in this annual report, during the year

INTERESTS IN COMPETING

under review and as of the date of this report, none of the
Directors were considered to have any interests in any
business which competed or may compete, either directly
or indirectly, with the business of the Group required to be
disclosed under the Listing Rules.

DIRECTORS’ SERVICE CONTRACTS

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

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

REMITTED INDEMNITY PROVISION AND
DIRECTORS’ LIABILITY INSURANCE

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

REPORT OF DIRECTORS
EEFHREE

RIZFBRAEFE  ARAFTRARARLBER
RELONBHEF T BRER  RERBRE
B AR AR AEE1.00T FTAREHERE
PR ERIR T 2B -

HEAEHRBAY  BEBRESST FHET2

R B RAD A B 478,437 ,0950% - IEARA TR

BT B 210.7% + 15 R 17 158 B B AR A
— T T ) o

—_—= =

EERGFERB BT

BRAFRFEI DEFEARBEARSH
HiE MEEERIASNEMNERLFEERER
SEZEBERBFRATREBAHRT 2 EBP
BARBEEMARUATRE I EE -

EE2RBEN

ARBEENTES  FUTEZTRBEUIFH
TEFUFERBEN - RY=F - KR7F]R
BRI AR—FATTEE (FRAEREIN)
M LB BRI B4 ©

BRAFHEEIN ESHMBEEAKEHIMAKE
REFTSLAEIBRFE W RE ©

REF2REGXREEZEE
R

BREADRAZEHERMA  (AFRHE) &
EERRERATRBFRERER 2R
BB WE- RN BERAX  RFA
R B 7 R RS T 1 S R AR G Bk U AT
38 -

FRABERA R AR BT EAER 23



REPORT OF DIRECTORS
EEEHREE

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

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

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

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

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

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

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

Details of remuneration of the senior management during

the year under review are set out in note 30(a) to the
accompanying financial statements.
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The remuneration policies of the Group are as follows:

- The amount of remuneration for the Directors or the
employees is determined according to their relevant
experience, responsibilities, workload and years of
service in the Group;

- The non-monetary benefits are determined by the
Board and are provided in the remuneration package
of the Directors or the employees;

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

EMPLOYEE RETIREMENT BENEFIT SCHEME

Details of the Group’s employee retirement benefit scheme
are set out in note 25 to the accompanying financial
statements.

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

As at 31 December 2021, the interests or short positions of
each of the Directors and chief executives in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (“SFO”)) which were recorded in the
register required to be kept by the Company pursuant to
section 352 of the SFO; or were required to be notified to
the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or short
positions which they are deemed or taken to have under
such provisions of the SFO); and were required to be
notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors
of Listed Issuers of the Listing Rules were as follows:
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Approximate

Percentage
Name of Director Nature of Interest Number of shares (Note 2)
WEDH
EEHE EHtE RpER (Hiit2)
Mr. Zhang Yuping Interest of Controlled Corporation and
Beneficial Owner (Note 1)
o3 o A SEGEBEE R ESEEA (HiE1) 1,597,556,501 f%(L) 35.78%
Mr. Huang Yonghua Beneficial Owner
EOKELAE EBEAE A 56,172,800/%(L) 1.26%
Mr. Lee Shu Chung, Stan  Beneficial Owner
A En#EEA 5,920,000%(L) 0.13%

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

Note 1: Mr. Zhang Yuping owned 100% of the issued share
capital of Best Growth International Limited (“Best
Growth”), which in turn held 1,505,832,901 shares of the
Company as at 31 December 2021. As at 31 December
2021, Mr. Zhang Yuping held 91,723,600 shares of
the Company under his name. Accordingly, Mr. Zhang
Yuping held 1,597,556,501 shares of the Company in
aggregate, representing 35.78% of the issued share
capital.

Note 2: Shareholding percentage is based on 4,464,806,959
issued shares of the Company as at 31 December
2021.

Save as disclosed above, as far as the Directors and chief
executives of the Company were aware, as at 31 December
2021, none of the Directors and chief executives had any
interests or short positions in the shares, underlying shares
or debentures of the Company or any of its associated
corporations which were recorded in the register required
to be kept by the Company pursuant to section 352 of the
SFO; or were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they are
deemed or taken to have under such provisions of the SFO);
and were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers of the Listing
Rules.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY

As far as the directors were aware, as at 31 December
2021, the interests or short positions of the persons, in the
shares, underlying shares and debentures of the Company
which were recorded in the register required to be kept by
the Company pursuant to section 336 of the SFO were as
follows:
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Approximate

Percentage

Name of Director Number of shares (Note 3)
FSE e

BRER A RHERE (H1a£3)
Best Growth (Note 1)
=58 (et 1) 1,505,832,901A%(L) 33.73%
Mr. Zhang Yuping (Note 1)
SRR (HraE1) 1,5697,556,501A%(L) 35.78%
The Swatch Group (Hong Kong) Limited (Note 2)
The Swatch Group (Hong Kong) Limited (#7:£2) 437,800,000/% (L) 9.81%
The Swatch Group Limited (Note 2)
The Swatch Group Limited (47:£2) 437,800,0008%(L) 9.81%

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

Note 1. Mr. Zhang Yuping owned 100% of the issued share
capital of Best Growth International Limited (“Best
Growth”), which in turn held 1,505,832,901 shares of
the Company as at 31 December 2021. During the
period under review, Mr. Zhang Yuping held 91,723,600
shares of the Company under his name. Accordingly,
Mr. Zhang Yuping held 1,597,556,501 shares of the
Company in aggregate, representing 35.78% of the
issued share capital.
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Note 2: These 437,800,000 shares were held in the name of
and registered in the capacity of The Swatch Group
(Hong Kong) Limited as a beneficial owner. The entire
issued share capital of The Swatch Group (Hong Kong)
Limited was beneficially owned by The Swatch Group
Limited. The Swatch Group Limited was taken to be
interested in all the shares held by The Swatch Group
(Hong Kong) Limited under the SFO.

Note 3: Shareholding percentage is based on 4,464,806,959
issued shares of the Company as at 31 December
2021.

Save as disclosed above, as at 31 December 2021, the
Company had not been notified by any persons, other than
Directors or chief executives of the Company, who had
any interests or short positions in the shares or underlying
shares of the Company which were required to be recorded
in the register kept by the Company pursuant to section 336
of the SFO.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed under the section headed “Equity-Linked
Agreements” above, at no time during the twelve months
ended 31 December 2021 was the Group, holding
company of the Company or its subsidiaries a party to any
arrangements which enabled the Directors (including their
respective spouses or children under 18 years of age) to
acquire benefits by means of acquisition of shares in or
debentures of the Company or any other body corporate.

MANAGEMENT CONTRACTS

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

SIGNIFICANT CONTRACTS WITH CONTROLLING
SHAREHOLDERS OR ITS SUBSIDIARIES

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

The Company is committed to ensuring high standards of
corporate governance practices. Corporate governance
report of the Company is set out on pages 38 to 51 of this
annual report.

ENVIRONMENT, SOCIAL AND GOVERNANCE

The environment is the foundation for corporate presence
and development. For many years, environmental
protection has been regarded as one of its top corporate
governance priorities by the Company. The Company
implements a series of mechanisms and measures relating
to environmental management and energy conservation
in its daily operations to strive to protect the environment
and conserve energy, with a view to promoting harmonious
development in terms of economic, social and ecological
benefits, which has achieved significant results.
Environment, social and governance report of the Company
is set out on pages 52 to 76 of this annual report.

RELATIONSHIPS WITH EMPLOYEES,
SUPPLIERS AND CUSTOMERS

The Group has always been committed to advocating
the “people-oriented” core culture and strives to practice
an entrepreneurial spirit of “mutual respect, shouldering
responsibility, close collaboration and ongoing innovations”.
We will continue to utilise this philosophy as the cornerstone
of both our corporate management and corporate social
responsibility policies. As at 31 December 2021, the Group
had a total of 1,597 (2020: 1,460) employees in Mainland
China, Hong Kong, Macau, Taiwan and Malaysia.

The Group has always been committed to developing and
adding value to human resources. The Group implements
a standard recruitment system and allocates resources
to various kinds of training for our managers, front-line
service staff and maintenance technicians, which covers,
among others, the art of management, sales skills, brand
knowledge and service awareness, with an aim of enhancing
knowledge, marketing skills and service capabilities of our
staff.
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The Group offers a competitive remuneration package and
various incentives to all employees, as well as regularly
reviews the structure of relevant mechanisms to cope with
corporate development needs. Options and awarded shares
are granted to the general management staff and associates
of the Company in recognition of their contributions to
the Group and as an incentive for their greater future
commitment. Meanwhile, the Group also offers various
other benefits to its employees, including pension plans,
mandatory provident fund scheme, insurance scheme,
housing and meal allowances.

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

The Group has maintained good and well-coordinated
partnerships with brand suppliers and various retailers.
Backed by our partners’ wide and strong support, our
operations have been able to achieve mutually beneficial,
harmonious and win-win development. During the year
under review, there was no material and significant dispute
between the Group and its suppliers and customers. For
further details of relationships between the Company and
its employees, suppliers and customers, please refer to the
Company’s environment, social and governance report set
out on pages 52 to 76 of this annual report.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and revenue for the year
under review, attributable to the Group’s major suppliers’
purchases and customers’ sales respectively, are as follows:
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F—FES TRR T -
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22%
45%

33%
65%
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The Swatch Group Limited constituted one of the five largest
suppliers through its subsidiary. Save as disclosed above,
none of the Directors, their associates or any shareholders
(which to the knowledge of the Directors own more than 5%
interest of the Company’s share capital) had an interest in
the above major suppliers or customers.

CONTINUING CONNECTED TRANSACTION

During the year under review, the Company renewed a
continuing connected transaction. On 4 June 2021 the
Company (for itself and on behalf of its subsidiaries) and
Shengshi Watch and Clock Group Ltd. (for itself and on
behalf of its subsidiaries, “Shengshi”) entered into a renewal
agreement of the master services agreement. Shengshi is
an indirect and non-wholly owned company of Mr. Zhang
Yuping, the chairman and an executive Director of the
Company. Pursuant to the master services agreement, the
Group provided the shop design and decoration services to
Shengshi Group and its subsidiaries from 1 January 2021
to 31 December 2021 with a cap of RMB30 million while the
actual amount incurred was RMB23.951 million.

The above continuing connected transaction is renewed in
consistent with the Group’s past business and operation
and the Company (for itself and on behalf its subsidiaries)
entered into the master services agreement, which is in the
interests of the Company and the shareholders as a whole.

Such continuing connected transaction is subject to
announcement, annual review and annual reporting
requirements but exempts from the circular (including
independent financial advice) and independent shareholders’
approval requirements and has been annually reviewed
by independent non-executive Directors. The Company
confirmed that it has complied with the disclosure requirement
in accordance with Chapter 14A of the Listing Rules in
respect of the above continuing connected transaction. The
independent non-executive Directors confirm that the above
continuing connected transaction is: (a) entered into in the
ordinary course of business of the Group; (b) entered into
on normal commercial terms or more favorable terms; and
(c) entered into according to the agreement of the relevant
transaction with fair and reasonable terms, which is in the
interests of the shareholders of the Company as a whole.
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The Board has engaged the auditor of the Company to
carry out a review of the continuing connected transaction
of the Group in accordance with Standard on Assurance
Engagements 3000 “Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on
Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. Pursuant to Rule 14A.56 of the Listing
Rules, the auditor has confirmed that: (a) nothing has come
to its attention that causes it to believe that the disclosed
continuing connected transaction has not been approved
by the Board; (b) for transaction involving the provision
of goods or services by the Group, nothing has come to
its attention that causes it to believe that the disclosed
continuing connected transaction was not, in all material
respects, in accordance with the pricing policies of the
Group; (c) nothing has come to its attention that causes
it to believe that the disclosed continuing connected
transaction was not entered into, in all material respects, in
accordance with the relevant agreements governing such
transaction; and (d) with respect to the aggregate amount
of the continuing connected transaction, nothing has come
to its attention that causes it to believe that the disclosed
continuing connected transaction has exceeded the annual
cap as set by the Company.

DONATIONS

During the year, the charitable and other donations made
by the Group amounted to RMBO (2021: approximately
RMB6,400).

PUBLIC FLOAT

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

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

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

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in this report, there are no important
events affecting the Company and its subsidiaries which

have occurred since the end of the year under review.

CLOSURE OF REGISTER OF MEMBERS

The register of members will be closed from Tuesday, 10
May 2022 to Friday, 13 May 2022 (both days inclusive) to
confirm the members on the register of members who are
eligible to attend and vote at the general meeting. In order
to establish entitlements to attending and voting at the
general meeting, all transfers accompanied by the relevant
share certificates must be lodged with the Company’s share
registrar, Computershare Hong Kong Investor Services
Limited, at shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong no later than
4:30 p.m. on Friday, 6 May 2022.
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BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

Executive Directors

Mr. Zhang Yuping (alias Cheung Yu ping) (5k%1F), aged 61,
is the chairman and an executive Director of the Company.
He is the founder of the Group and is in charge of the
Group’s strategic development and overall management.
He has over 30 years of management experience
mid-to-high-end internationally renowned-brand watches
and other consumer goods distribution industry. Mr. Zhang
is also the director of Best Growth International Limited, the
substantial shareholder of the Company, and the father of
Cheung Wing Lun Tony, the Chief Executive Officer of the
Group.

Mr. Huang Yonghua (&7kZE), aged 51, is an executive Director.
He joined the Group in 2001 and is in charge of the Group’s
operational supervision and customer service. Mr. Huang
has over 20 years of experience in the watch distribution
industry and in management.

Mr. Lee Shu Chung, Stan (&), aged 62, is an executive
Director. He joined the Group in 2007 and is responsible for
the Group’s business including accessories manufacturing.
He obtained a Bachelor of Arts degree and has pursued
further studies in business administration. He has nearly 30
years of experience in watch manufacturing and distribution.

Non-executive Director

Mr. Shi Zhongyang (%fff%), aged 47, is a non-executive
Director. Mr. Shi graduated from Nanjing University in the
PRC and University of Goetting in Germany with a Master’s
Degree in Law. Mr. Shi joined The Swatch Group Limited
in 2000 and joined the Group in 2006. He is currently a
legal counsel of the legal department of The Swatch Group
Limited.
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Independent Non-executive Directors

Mr. Cai Jianmin (32#£R), aged 78, is an independent non-executive
Director. He graduated from the industrial accounting faculty
(T# e+t %) of Shanghai College of Finance and Economics
(BB 4 ERT). Mr. Cai holds a Certificate for Professional
Accountants (25T E&ESE) in the PRC. He was senior
financial management for various companies including
Shanghai Hualian (Group) (_E/&2EHi(%&)). Mr. Cai joined
the Group in 2005. He is currently an independent director
of Jiangsu Guotai International Group Co., Ltd. (listed on the
Shenzhen Stock Exchange, stock code: 002091).

Mr. Wong Kam Fai, William (&%), aged 62, is an independent
non-executive Director. He graduated from University of
Edinburgh, Scotland with a bachelor degree and a doctorate
degree in Electrical Engineering. Mr. Wong is currently a
professor in the Department of Systems Engineering and
Engineering Management in the Chinese University of
Hong Kong and a member of the 13th national committee
of CPPCC. He obtained the qualification as a Chartered
Engineer (CEng) in 1991, and is now a fellow of the
Institution of Engineering and Technology and a professional
member of the Association for Computing Machinery. Mr.
Wong joined the Group in 2005.

Mr. Liu Xueling (2/E %), aged 64, is an independent non-executive
Director. He graduated from East China Normal University in
Shanghai with a doctorate degree in history. At present, he
is a senior lawyer in Shanghai Tongyan Law Firm (L/&8™#E
HEEME5FT). He joined the Group in 2007. He served as
an independent director of Shanghai Qiangsheng Holding
Co., Ltd. (listed on the Shanghai Stock Exchange, stock
code: 600662) in the past three years, and has retired from
the position.
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Senior Management

Mr. Cheung Wing Lun Tony (5R7B), aged 32, is the Chief
Executive Officer and the president of high-end consuming
accessories business of the Group. He graduated from
Western Sydney University in Australia with a Bachelor’s
Degree in Applied Finance and Management Accounting
and joined the Group in 2012. Mr Cheung successively
served as assistant to president of high-end consuming
accessories business, assistant to executive director and
executive vice president of high-end consuming accessories
business of the Group. Mr.
Zhang Yuping, the chairman and executive Director of the
Company.

Cheung is the son of Mr.

Ms. Tan Li (#£8), aged 57, is the vice president and secretary
to the Board and is in charge of the Board office and human
resources of the Group. Ms. Tan graduated from Nanjing
Normal University (F R ED#EIAER) with a Master of Arts degree.
She joined the Group in 2001. Before joining the Group, Ms.
Tan taught at the branch colleges of Peking University in

China.

Mr. Ng Man Wai (X&), aged 51, is the company secretary
and financial controller. Mr. Ng graduated from the University
of Toronto with a bachelor degree in commerce. He joined
the Group in 2004. Mr. Ng is a fellow of the Association of
Chartered Certified Accountants (ACCA) and a member
of the Hong Kong Institute of Certified Public Accountants
(HKICPA).

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

An annual report for the year ended 31 December 2021
containing all the information required by Appendix 16 to
the Listing Rules will be dispatched to the shareholders of
the Company and published on the website of the Company
and the website of the Hong Kong Stock Exchange in due
course.
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ACKNOWLEDGEMENT

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

GENERAL INFORMATION

During 2021 and as at the date of this report, the executive
directors are Mr. Zhang Yuping (Chairman), Mr. Huang
Yonghua and Mr. Lee Shu Chung, Stan; the non-executive
director is Mr. Shi Zhongyang, and the independent
non-executive directors are Mr. Cai Jianmin, Mr. Wong Kam
Fai, William and Mr. Liu Xueling.

By Order of the Board
Zhang Yuping
Chairman

Hong Kong, 22 March 2022
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CORPORATE GOVERNANCE REPORT

R E IR

INTRODUCTION

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

Compliance with the Corporate Governance Code

The Company has adopted the Code on Corporate
Governance Practices set out in Appendix 14 to the Listing
Rules. The Directors are of the opinion that the Company
complied with the Corporate Governance Code during the
year under review. In order to further enhance the corporate
governance of the Group and comply with the provision
C.2.1 of the Corporate Governance Code, Mr. Zhang
Yuping, the Chairman of the Board, has stepped down from
his role as the Chief Executive Officer of the Group on 21
April 2021. Cheung Wing Lun Tony has
been appointed as the Chief Executive Officer of the Group.

Meanwhile, Mr.

After this appointment took effect, the Company no longer
deviated from the code provision C.2.1. The Board believes
that the Company has achieved adequate balance of power
and been able to guarantee scientific decision-making.

Composition of the Board

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

Huang Yonghua
one non-executive Director

Directors (Messrs. Cai Jianmin, Wong Kam Fai, William and
Liu Xueling).
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To ensure that the Board operates in an independent and
the three executive Directors have
Zhang

accountable manner,
been assigned with different responsibilities. Mr.
Yuping, the Chairman, is in charge of the Group’s overall
management and strategic development, while Mr. Lee Shu
Chung, Stan is in charge of the overall business operation
of the Group, and Mr. Huang Yonghua is responsible for

coordination and supervision.

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

Their terms of office are as follows:

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

Mr. Shi Zhongyang, a non-executive Director of the
Company, has professional expertise and extensive
experience in the areas of law and business management.
He will supervise the Company’s daily operation, and
provide corresponding opinions and recommendations in
which is beneficial to the standardised
operation of the Company and safeguarding the interests of
our shareholders. His term of office is 15/2/2021-14/2/2024.

a timely manner,

Duties of the Board

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

o reviewing policies and practices on corporate
governance;

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

° reviewing and monitoring the Company’s policies and

practices on compliance with the legal and regulatory
requirements;

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

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

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

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

completing all the tasks assigned by the Board.

Risk Management and Internal Control

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

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

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

EEMNERLERER

In 2021, a total of five Board meetings and an annual R-ZE=—F ARRHEBFAAIEERESS
general meeting were held by the Company. The attendance #& ' S BH T —ARFRBAFAE - SEFHF
of the Directors at the meetings was as follows: BT -
Frequency of Frequency of
attendance attendance
at the Board Rate of at the annual Rate of
Name i meetings  attendance  Remarks general meeting attendance  Remarks
Exeed RRBERS
R HEE A HERE HEE R
Zhang Yuping CSERe 4 80%  Abstained 1 100%
i
Huang Yonghua EKE 5 100% 1 100%
Lee Shu Chung, Stan R A 100% 1 100%
Personal
Cai Jianmin 2R 5 100% 0 0 leave
£R
Shi Zhongyang Bl 3 60% By proxy 2 times 0 0 By proxy
2REIK Lk
Wong Kam Fai, William HipE 4 80%  Personal leave 1 100%
2R
Liu Xueling 2% 5 100% 1 100%

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

CONTINUOUS PROFESSIONAL DEVELOPMENT

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

CORPORATE GOVERNANCE REPORT
e SRR 4

EZHNETREXREATRIGX 2 EFEI
ZEXR  DHERRENESSHFELANIE LA

MER - BEFEAR ARAEFEH EMR
RIESGETT TR XY ERARAREME
BAE IR - REBLE  ATRBESXEE
FEAPTETHEIIBR -

follows:

Updates on corporate governance, Accounting/financial/management
laws and regulations and other professional expertise
BEER - EOERER B MK EEREMEEREE
Material Seminar/training Material Seminar/training
Name i reading attending reading attending
SEEE SEER
ERBE =3 EREE 3
Zhang Yuping S0 v 4 v/ 7
Huang Yonghua K IE v v/ v/ v
Lee Shu Chung, Stan &3 s v/ v 4 v
Shi Zhongyang Sz v/ v/ v/ v
Cai Jianmin £ER v v v v
Wong Kam Fai, William = i v v/ v 7
Liu Xueling 22T v/ v v/ v

INDEPENDENCE OF THE BOARD EESRYM

The Board has received confirmation from all the
independent Directors regarding their independence made
in accordance with Rule 3.13 of the Listing Rules. The Board
considers that all the incumbent independent Directors have
met the requirements of the guidelines set out in Rule 3.13
of the Listing Rules and remained independent.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Zhang Yuping serves as the Chairman of the Board and
Mr. Cheung Wing Lun Tony serves as the Chief Executive
Officer of the Group. The Chairman’s responsibility is to
oversee the functioning of the Board and the strategies
and policies of the Group and the Chief Executive Officer’s
responsibility is to manage the Group’s business. Mr.
Cheung Wing Lun Tony is the son of Mr. Zhang Yuping.
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MEETING BETWEEN CHAIRMAN AND
INDEPENDENT NON-EXECUTIVE DIRECTORS

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

SECURITIES TRANSACTIONS BY DIRECTORS

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

ACCOUNTABILITY AND AUDIT

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

The statement of the auditors of the Company on their
reporting responsibilities on the financial statements of the
Group is set out on pages 78 to 84 of this annual report.

AUDITORS’ REMUNERATION

The audit fee payable to the auditors of the Company for
the year ended 31 December 2021 will be approximately
RMB1,652,000 (2020: approximately RMB1,871,000). During
the year under review, in addition to the auditing services,
the Company’s auditors also provided the Group with
services such as taxation planning and due diligence. The
total non-auditing service fees were RMB334,000 (2020:
RMB80,000).
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AUDIT COMMITTEE

The Company has established an audit committee in
compliance with the Listing Rules. The audit committee
comprises three independent non-executive Directors,
namely, Messrs. Cai Jianmin (Chairman), Wong Kam Fai,
William and Liu Xueling, who are responsible for reviewing
the accounting principles and practices adopted by the
Company as well as significant or unusual items, internal
controls, financial reporting, risk management and control
matters, which included a review on the audited annual
results for the year ended 31 December 2020 and the
interim report for 2021. According to the terms of reference
of the audit committee adopted and implemented by the
Company, the audit committee is responsible for reviewing
the accounting principles and practices adopted by the
Company as well as significant or unusual items, internal
controls, financial reporting matters and duties of risk
management and control.

During the year, the audit committee of the Company held
meetings on 23 March and 26 August 2021 to review the
annual report and interim financial reports of the Group
respectively. All members of the committee, namely Messrs.
Cai Jianmin, Wong Kam Fai, William and Liu Xueling,
attended the meetings.

The audit opinions from the audit committee in respect of
the Group’s financial report, risk management and control
for the year are summarised as follows:

The 2021 financial and accounting report of the Company
is objective in the material aspects, and gives a fair view of
the financial position of the Company as at 31 December
2021 as well as the operating results and cash flow in 2021.
During the reporting period, despite the significant impact of
the pandemic and external circumstances on the Company,
the Board and the management improved its financial status
from loss-making to net profit by actively responding to
market changes and making adjustments as appropriate.
The Company had achieved certain improvements in
financial results and management level, which are stable and
controllable in general. However, given the uncertainties,
factors beyond our control and evolving situation stemming
from the severe and sophisticated pandemic development
and economic environment, the management of the

CORPORATE GOVERNANCE REPORT
e SRR 4

EREES

ARRDERERLETRAKIBZEZES - B
ZEEH-UBYIINTESRERREE (X
B) ERERLENIBELELAEAK TEA
ARMARBRANSTRAIKLER - EXA
SHAB - NREE BBRE  BREER
EREEE AP EREM8E—_T 5+
“RE=t-BULFELERNEERER-F
——FETHHRE c REARRCHRARHT
MEZZECRERE EXZECAEEMN
ARRRRANGTRARIED - EATSEIR
B ABEEAMMBREEEARARERE

NERERE -

KEE  RRRBEZEZEEDHR_TE_—F
=AZ+=BENAZ+"BBHRAEZE ' 25l
HREEFE  YFEMBERES  RE2E
KB (BREREE  BREBEAERIBELE)
HFE ©

AEE BRZESRKSEMBERE  BRE
BREERNEZELEAATNOT :

RA_E-_—FENMBEARSEMENE
RITEEE  2ARBRT AR ZFT=—F+=
A=+—HA0NMBRR AR - —FEH
REXRNBERERN - REBA > RAX
FRBRIIBRENEATE  BEEESM
EEENRERESAOT  RIRETSE( &
RETHE BRTHEBERBNBEEKR - 2
AWM BAR - EEKFHEMES - BA%
SE AR o EEE BT ER IR AR M AR B AR
R THEE - TR ATRENERKARF
- RAAERENFEERESE  RKAE &

FRAERARAT —B AR 45



CORPORATE GOVERNANCE REPORT
ot SRR 4

Company is still required to examine the situation, actively
respond to it, and make adjustment in a timely manner to
ensure the stable operating of the Company. During the
reporting period, the well-established and well-running of the
risk control management system provided protection to the
Company’s overall operation. The Company will pay more
attention to trade receivables and the cash flow of operating
activities.

REMUNERATION COMMITTEE

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

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

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

NOMINATION COMMITTEE

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

NOMINATION POLICY

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

Selection and Recommendation Criteria

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

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

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

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

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

° candidates for independent non-executive Directors
must meet the independence requirements of the
Listing Rules, possess independent character and
judgment, and be able to effectively handle the
Company’s affairs in a manner that is in line with and
represents the best interests of all shareholders of the
Company.
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These criteria are not to be exhaustive or decisive. The
nomination committee and the Board will take into careful
consideration any other factors that are in the best interests
of the Company and its shareholders when selecting
candidates for Directors.

Nomination Procedure

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

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

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

The nomination committee held two meetings during the
year to review matters related to retirement by rotation and
re-election of Directors of the Company as well as matters
related to the nomination of Chief Executive Officer. All
members of the nomination committee (namely Messrs.
Zhang Yuping, Cai Jianmin, and Liu Xueling) attended the
meeting.
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SUMMARY OF BOARD DIVERSITY POLICY

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

COMPANY SECRETARY

Mr. Ng Man Wai was appointed as the company secretary
of the Company in 2004. His biographical details are set out
in the section headed “Biographies of Directors and Senior
Management”. For the financial year ended 31 December
2021, Mr. Ng attended relevant professional training for
not less than 15 hours in compliance with Rule 3.29 of the
Listing Rules.
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SENIOR MANAGEMENT’S REMUNERATION

The remuneration payment of the Group’s Directors and
senior management for the year ended 31 December 2021
falls within the following bands:

=R EEE A
RE-T-—5+-A=1+—AIL5E A%
B R R R (A T IR ¢

Number of
individuals
AE
Nil to RMB1,000,000
T E AR¥1,000,0007T 4
RMB1,000,001 to RMB2,000,000
AR#1,000,001 & AR ¥2,000,0007C 4

RMB2,000,001 to RMB3,000,000
AR#2,000,0017TE AK#3,000,0007T

RMB3,000,001 to RMB4,000,000
AR#3,000,0017tE AR 4,000,0007T

RIGHTS OF SHAREHOLDERS

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

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

The letter demanding the convening of an extraordinary
general meeting mentioned above shall be sent to the
principal office of the Company indicating the Board or the
company secretary of the Company as the addressee.
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How to Make Enquiry to the Board

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

SIGNIFICANT CHANGES IN THE ARTICLES OF
ASSOCIATION

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

INVESTORS RELATIONS

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

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

In the future, the Group will continue to maintain a close
relationship with its investors and constantly improve their
understanding of and confidence in the Group.
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GROUP PHILOSOPHY

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

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

Over the years, the Group has been concerning ourselves
with environmental protection and committed ourselves
to achieving an ecological balance as part of our efforts
towards becoming a green enterprise. We have been
maintaining integrity in our operations in providing quality
and safe products to customers, which has earned us social
credibility and made us a reliable company. We respect and
value talents, and aimed at creating an environment that
offers a win-win development objective for both employees
and the enterprise. The care of our employees’ working
conditions and career development has driven us to create
a welcoming, harmonious and mutually beneficial corporate
culture for employees, in which we share with them the
success brought by the company’'s growth and thus
integrate individual, corporate and social values. We have
also been getting more involved in public welfare activities,
actively participating in a range of social undertakings
such as education and social welfare activities, serving
the community with sincerity and bringing new hope to
those in need. Hengdeli has been striving to establish itself
as a responsible and reliable company that customers,
employees, shareholders and society can trust, and one that
is committed to sustainable development.
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In the past 2021, the COVID-19 pandemic (the “pandemic”)
has continued to pose unprecedented challenges and
uncertainties to the Group and even the community at
large, which in turn has inevitably caused significant impact
in 2021,
enhanced its social corporate responsibility activities as

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

Governance structure

The Group’s Board is responsible for leading the overall
development and operation of the Group, which includes
monitoring the strategies and performance of environmental,
social and governance (“ESG”) of the Company. Good ESG
performance is an essential element for long-term corporate
success and long-term operations. At the level of business
operation, the Group has established an ESG Committee
responsible for formulating the Group’s ESG development
strategies, assessing and monitoring environmental, social
and corporate governance related risks, overseeing and
reviewing the work progress of the ESG working groups, and
reporting regularly to the Board to ensure that the Board has
maintained high standards of management and compliance
with regulatory requirements. This report has also been
approved by the Board in March 2022 and set out in the

Company’s annual report.
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STAKEHOLDER ENGAGEMENT

The Group is committed to close liaison and ongoing
interaction with key stakeholders including shareholders,

investors, customers,

the community to gather feedback through various
communication channels to identify and assess the

importance of ESG issues. The communication channels

with key stakeholders include, but are not limited to the the

following:

Stakeholders

Communication Channels

\

BHESHE
AEBBOREEIZHEHELERE - BE
% TP REE HEARMENERHEBER
employees, suppliers and L% BRESBEAREKEREER
MBI MTHESGE BEEMmEEE - HE
ERHENERREIEREATRANT :

Concerns and Expectations

MEEEE BEEE BERHEE
Shareholders and Investors o General meeting o Return of investment
° Regular reports and o Information disclosure and
announcements corporate transparency
° Investor relation activities ° Rights and interests of
shareholders and investors
RERIREE J BRERRE J RE MK
o EHRRERRE J EERERTEERE
o REEBIRED J IRER R % & & R IRIE
Customers o Website disclosure and o Quality and safety of products
corporate brochure o Integrity in operation
o Daily communications ° Corporate transparency
o In-person visit
LSS o bR R EEM J EmBERZE
. HEE® J MIERE
o EEAD J PEFARE
Employees o Trainings and team-building o Benefits of employees
activities, seminars o Working conditions
° Employees care activities ° Career development
° Telephone, email and meeting opportunities
° Internal communications o Salaries and benefits
° In-person communication ° Health and safety
(== . Bl RERES - e . & 8 Mz iRE

. BETHERE

. B EBREH
. ABER
. EEBR

54 Hengdeli Holdings Limited Annual Report 2021

. T{EEE

.  EXTEHE
. HEEEF
. @EEERZE



ENVIRONMENTAL,

Stakeholders
F=iEEE

Communication Channels
BEEE

SOCIAL AND GOVERNANCE REPORT
BEE - g LEIGHRSE

Concerns and Expectations

BERHE

Suppliers/Business Partners

HEm, AERH

Supervisory Authorities

Business meeting, email and
visit

Bidding process

Regular reviews and

assessments
*%ezx BHRFD
BIZMAE

T Himat MRS E

Annual report

Information disclosure
Participate in trainings and
seminars

Ongoing dialogues by email and
telephone communication, etc.

Stable business relationships
Resource sharing
Growth together

TRE A ERRR
BRK=E
KR E

Corporate governance and risk
management
Good cooperation

EEKE J FEMmE J TR HEERE IR
J EEIKRE J REFEE
J SEB LA
. R BERASHENSE
Local Communities ° Media consultancy ° Environmental protection
° Annual report o Contribute to society
° Website disclosure
° Participate in charity and social
activities
Fal . BEE A . IRIERE

. FEHE
. AUk R
. RENMTIEEYS2AE

. Clggtt &

MATERIALITY ASSESSMENT

In accordance with the “Guidelines of Environmental,
Social and Governance” set out in Appendix 27 to the
Rules Governing the Listing of Securities on the Stock
Exchange, the Group has, based on communication
with key stakeholders and its actual situation, assessed
environmental, social and governance issues that are
relevant with and material to its business from two
perspectives, namely the materiality of issue to stakeholders
and the materiality of issue to environment and society, so
as to clarify the overall materiality of each sustainability
issues and hence a prioritised list as the basis for the
Group’s ESG focus and disclosure.
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The ESG materiality matrix of the Group during the year [EIEEERN @ NEEESGEAZEBMIT -
under review was as follow:

ubiH
it

siapjoysyels ay1 0} soueliodw|
TR B 5 o R o K 2

Low Importance to the Company High
& HARFNEEY =
Importance Issues
EEMHF B3]
Highly material issues mEEMERE 1 Products Quality and Safe Production
EmEEHAERS
2 Operational Compliance
BEARER
3 Pollutant Emission Control
VB SYke 9 et
4 Fight the Epidemic Together
HREHE
5 Energy Saving and Consumption Reduction
EiREFEFE
6 Sustainable Profitability
B R T
Moderately material FEEMEE 7 Fair Employment
issues RTERE
8 Employee Care
ETRE
9 Avoid child and Forced Labour
B E THRHST
10 Anti-corruption
R&EF
1 Training and Development
I B B R
12 Technological Innovation
AT A
13 Supply Chain Management
HEEEE
14 Intellectual Property Rights Protection
FHEREE
Less material issues BREZMHHEB 15 Community Development
tEER
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We have identified potential issues of importance to the
Group through materiality assessment, and continued to
focus on material issues for monitoring and reporting by
disclosing relevant key performance indicators and setting
targets and plans, establishing appropriate and effective
management policies and internal control systems.

The Board regularly reviews, examines and takes follow-
up actions on material ESG issues to address gaps and
opportunities between current progress and future goals.
The Board inspects ESG issues related to the Company and
reviews the progress of those material ESG issues every
year.

Scope of Reporting

The report covers the operations of the Group and each
of its subsidiaries. There are no significant changes in the
scope of reporting compared with the “Environmental, Social
and Governance Report” under the 2020 Annual Report of
the Group dated 8 April 2021.

ENVIRONMENT

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

Most of the Group’s emissions are produced from the
industrial production processes of high-end consumable
manufacturing subsidiaries located in Mainland China.
The branches and subsidiaries of the industrial group
are all in strict compliance with national and local
regulations regarding emissions of pollutant gas, sewage
and greenhouse gas and disposal of hazardous and
non-hazardous waste produced in the production process,
including but not limited to the Environmental Protection Law
of the PRC, the Prevention and Control of Environmental
Pollution by Solid Waste, the Water Pollution Prevention
Law, the Air Pollution Prevention Law, the Environmental
Protection Tax Law, the Administrative Measures for Pollutant
Discharge Licensing (for Trial Implementation) and the
Environmental Impact Assessment Law, and has formulated
internal management systems such as the “Pollutant
Emission Management System” and the “Environmental
Monitoring Management Measures”. The Group is committed
to sustainable development goals in a responsible manner
with aims to effectively reduce various emissions in the
course of growing production scale and increase in sales. To
this end, the Group launched the internal self-development
and testing of the “water-based paint replacing oil-based
paint” solution in respect of industrial coatings with the aim
of replacing oil-based paint currently in use gradually by
water-based paint so as to effectively reduce the emission
of formaldehyde in industrial coatings. By adding industrial
sodium carbonate and other treatment agents, the Group
filtered, purified and recycled the industrial wastewater
to reduce the overall sewage discharge. Moreover, with
absorbent carbon adsorption and the installation of central
vacuum system, the Group also effectively reduced the
dust contamination in the production rooms. The Group is
inspected regularly by the Environmental Protection Bureau.
During the year, the monitored results of all polluting
emissions (including sewage and gas) for each of the
relevant factories passed the annual inspection and met
national standards, with no incident of non-compliance.
In the future, the Group will strive for effectively reducing
various emissions through continually revising and improving
various environmental protection rules and regulations,
thoroughly implementing pollutant emission monitoring and
upgrading production process.
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In 2021, the emission of pollutant gas of the Group was as Z—ZE_——F  SEERIWEIELT :
follows:

2020 2021

Type of emissions BERR YD RE4E 20204 20214
Nitrogen oxides (NOx) (g) RAEP(NOX) (32) 591,382 277,554
Sulfur oxides (SOx) (g) e (SOx) (52) 828 1,180
Note: The calculation of emissions and energy consumption & HREREREROAESE THIMERE

was based on Reporting Guide of Environmental Key FRERURRERIES|1FH (FE) °

Performance Indicators of the Stock Exchange (the same

below).

In 2021, the main sources of the Group’s greenhouse gas —T - —F EENEEZRLHERNEREIERHE
emissions were the production, electricity consumption, T H4E FE X A BF4K X AREHSE
office paper use, and company vehicles. The total emissions  HEpkan T :

were as follows:

/IVIL\

Density (tonnes CO,-eq/

Volume (tonnes CO,-eq) HKD one million revenue)
BE (ZEtHREEE
Type of emissions HEriEs E (ZEtREEM) B-EEBTWE)
2020 2021 2020 2021
2020 20214 20204 20215
Direct greenhouse gas emissions ~ EEEZEREHNE 208 301 0.17 0.30
Indirect greenhouse gas emissions fE#Z A E REHHE 10,040 5,645 8.23 5.68

The total emissions of hazardous and non-hazardous waste HBEEREVNEZEZEY T - —FHELERN

in 2021 were as follows: T
Density
(waste produced from
Volume (tonnes) per sales unit)
Type of emissions HmyEsE = (Hg) (SHHEENMEENEEY)
2020 2021 2020 2021
20204 20214 20204 20214
Hazardous industrial waste THEEEZREEY) 2,924 248 2.40 0.25
Non-hazardous industrial waste T H=EREEY) 310 223 0.25 0.22
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To facilitate the effective implementation of 1SO14001
environmental management system, the Group entered
into contracts with relevant professional industrial waste
treatment companies, and hazardous and non-hazardous
wastes generated in the production process were
recycled by nationally recognized professional companies.
Furthermore, in order to achieve the goal of effectively
reducing waste emissions while expanding production
scale, the Group collaborated with a well-known university
in the UK since 2017 on a project to explore the feasibility
of transforming the existing sawdust waste from wood into
usable materials by mixing these waste with other materials.
After development and internal testing, we have made a
partial success in the trial, demonstrating that the blended
material achieved satisfactory performance in effectively
reducing the Group’s industrial waste emissions. In recent
years, the Group and the university carried out a new
experiment to explore the feasibility of using a new steel that
advances the production level of automation. The success of
the experiment is expected to improve production efficiency,
reduce consumption and effectively reduce waste emissions.

Use of Resources

The Group conducts operation and production in a
responsible manner and aims to save energy and reduce
consumption while developing business. Specifically, the
Group actively promotes the concept of environmental
protection and to this end, implements various policies
to optimise its working environment, which emphasizes
green operations and green initiatives in the workplace.
The Group has adopted an eco-friendly approach to
the interior design of its office. Our open space designs
maximise the use of outdoor natural light and shared light.
Original furniture is retained, remodelled or reinstated as
much as possible during renovation to make rational use
of existing resources and reduce waste; and the traditional
high-energy-consuming incandescent light bulbs have
gradually replaced with energy-saving LED light bulbs that
enjoy higher efficiency and longer life cycle.
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The Group thoroughly implements a number of measures
designed to reduce emissions and cut down its consumption
of energy and natural resources, for example, printing
office paper on both sides and reusing waste paper, used
envelopes and kraft envelopes. Waste paper recycling
bins are placed in office to regularly recycle used paper
and old newspapers and magazines, and employees are
encouraged to read and send files electronically to reduce
printing. The Group actively embraces the concept of a
“paperless” office and puts it into practice, in which most
office documents are digitalised to save space and reduce
paper use. For documents after classification and archiving,
it is more efficient to search and use, while human errors
in the process can be avoided effectively. This not only
protects the environment, but also reduces the administrative
burden and the daily operating costs. The Group uses an
online office automation system to improve its administrative
functions, such as the filing and approval processes for
applications for business trips and expenses reimbursement.
It also uses an online platform to publish the Group’s
notices, policies and regulations to share information, which
not only improves work efficiency but also significantly
conserves energy. Meanwhile, the upgrade and integration
of internal ERP system and the use of innovative cloud
technology facilitates have enabled the sharing of data and
seamless collaboration among different departments within
the Group and the enhancement of corporate resources,
which maintains the business continuity of the Group and
improves its resource efficiency and competitiveness.

In addition, the Group encourages and implements remote
conference system, while also advises employees to use
public transport for business trips, and constantly reviews
and makes adjustments on the goods delivery process, so
as to reduce energy consumption and carbon emission.
A Group-wide campaign that promotes turning off lights
when leaving has been launched to integrate environmental
awareness into the everyday work life of employees.
Moreover, smart finger print attendance machines have
gradually replaced traditional paper attendance cards.
Our Hong Kong office regularly sends the coffee capsules
used in the pantry to brand suppliers for recycling, and
encourages employees to recycle and reuse red packets.
The Group has also formulated internal operational
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guidelines containing detailed requirements regarding water
and electricity consumption and the operating hours and
temperature setting of air-conditioners. In particular, the
Group adheres to the energy-saving policy throughout every
production process during manufacturing, continuously
upgrades high-efficiency and energy-saving equipment
to phase out energy-intensive production equipment
gradually. Besides, the Group improves production process,
production environment and service efficiency of equipment
on an on-going basis to reduce energy consumption during
the process.

The water consumption of the Group are mainly attributable
to the industrial production of high-end consumable
manufacturing subsidiaries, and the water are sourced from
the water supply system of local government. However,
the water consumption during the production process is
not significant. The Group is committed to environmental
protection and sustainable development although it has
not encountered any issues in sourcing water that is fit for
purpose. At present, the Group has recycled water by using
water curtain booth which effectively saves water resources
for industrial use. By adding industrial sodium carbonate
and other treatment agents, the Group has filtered, purified
and recycled the industrial wastewater to effectively reduce
the overall sewage discharge.

An overview of resource consumption:

AN ZH - RETGIE T ABRIRIERS - ©A
K AEARZERAMBARERREEEFAR
EoRBHRERBTRLAES  HMABRKLELH
ENHEFREENSERES - TEHARSH
figERiE BT HAABRELERE T
MECITE BELAERSE  RARBEAR
X AR ETERETMEERHEE -

SERKIZXRERNEHHEERELEELEN
TEAE - KFEKRERE BTN KRR
BAEBRRHKNEREL TEKN - AEEH
RRBEEFERKR BRI ERFERE - B4
AUARFERERAFERRACE - BAIKE
BERAEMAKEEAKBREBN  BUEHET
TER/KERBERE  WEEBRMITEAARNE
fEBE NN - §TEEERKERBRF
X ETRRMNA - BROBE T B85 KHEN

E= ¢

BRBEFEBAME

Total volume Density
wme BE
2020 2021 2020 2021
Item =g 20204 20214 20204 20214
Electricity consumption (kWh) @& (F ) 10,622,879 9,271,612 8,707.28 9,336.97
Office paper used (kg) WA (T=) 924 247 0.76 0.25
Vehicle fuel (L) BETRIE (RF) 54,159 78,055 44.39 171.54
LPG (kg) BALAHE (F7=) 22,935 29,047 18.80 29.25
Water consumption (m?) FEK (LK) 111,348 107,959 91.27 108.72
Packaging materials for
finished goods (tonnes) SR B EE AR (R) 481 364 0.39 0.37
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Environment and Natural Resources

Most of the Group’s emissions and use of resources are
produced from the industrial production processes of
high-end consumable manufacturing subsidiaries located
in Mainland China. The Group has been committed to
environment protection and energy conservation and
consumption reduction. In order to raise awareness of the
environmental impact from us and our activities at all levels
of the Group, we are constantly working to reduce carbon
footprint by various policies, measures and actions (for
details, please refer to the sections headed “Emissions” and
“Use of Resources” as set out above).

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

Taking Action on Climate Change

Prolonged climate change may induce rising sea levels,
reduced water sources and loss of biodiversity. The extreme
events arising from climate change such as storms, floods,
fires and epidemics may have a potential impact on the
operation of the Group. In the event of such risks occurring,
production facilities may be damaged and supply chain
would be disrupted, which will pose a risk to the Group’s
assets, damage our operation capacity and reputation and
cause direct business losses.

Although such risks is hard to predict, the Group is
committed to continuously monitoring and reducing its
direct and indirect greenhouse gas emissions in order
to reduce the potential impact of climate change on the
Group. Therefore, the Group has established Carbon
Inventory Accounting Procedures based on international
standards such as the GHG Protocol and local guidelines.
The Group also acknowledges the urgency of addressing
climate change and is taking every possible step to manage
and reduce climate risks. Furthermore, we closely monitor
international efforts towards decarbonisation, including
carbon neutrality target of Hong Kong and mainland China,
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to guide our low-carbon roadmap. The Group aims for
sustainable development by constantly monitoring the
environmental impact of its operations and implementing
appropriate measures to minimise harm to the environment,
while at the same time integrating the concepts of
conserving natural resources and reducing waste into the
corporate culture.

SOCIETY

Employment and Labour Practices

The Group has always regarded its employees as
critically valuable assets of corporate operation and
development. Under its “people-oriented” core culture,
the Group strictly complies with all local labour standards
and relevant employment regulations such as the Labor
Law of the People’s Republic of China. The Group has
actively implemented its Personnel Management System
and adopted a standardised recruitment system, in bid
to provide employees with a healthy, safe and welcoming
working environment, protect employees’ rights to rest
days, statutory holidays, paid annual leaves and maternity
leaves according to laws, and build a fair, just and
transparent working platform, therefore to create a promising
development prospect for employees.

Employment

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

The Group has adopted a comprehensive work assessment
management system, under which it regularly reviews its
recruitment system and its internal policy for grooming
talents so as to ensure transparency and to maintain fairness
and equality.
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The Group implements scientific remuneration management
and various other incentives, and regularly reviews its
remuneration packages and promotion opportunities for
different positions to guarantee their market competitiveness.
To attract talents, the Group also offers various welfare
incentives to its employees, including pension plans, MPF
plans, medical insurance schemes, and housing and meal

allowances.

Further, the Group grants awarded shares and share options
to the senior management staff (including but not limited to
directors, executives and manager-level employees) and
relevant persons of the Company in recognition of their
contributions to the Group, and as an incentive encouraging
initiative and good performance in the workplace.

As of 31 December 2021, the Group had a total of 1,597
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employees (2020: 1,460) in Mainland China, Hong Kong, Ay« &8 é.\,%&%}:ﬁgﬁ i@{Em,w
Macau, Taiwan and Malaysia shown as follows: 16597%ET (ZZE - F :1,460%) ' EAH
G N
No. of staff
EIgH
2020 2021
20204 20214
Mainland China H B A 2 1 871 1,555
Hong Kong and Macau o 87 40
Taiwan/Malaysia &8  BRFAE: 2 2
Total @t 1,460 1,597
No. of staff
BEIZH
2020 2021
20204 20214
Aged 18-25 18-255% 88 118
Aged 26-55 26-555% 1,324 1,423
Aged 56 or above 5655 A = 48 56
Total st 1,460 1,597
EEAERARAF I AEAEH 65
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No. of staff
ETHA
2020 2021
20204 20214
Male = 782 871
Female o8 678 726
Total st 1,460 1,597
No. of staff
ETHE
2020 2021
20204 20214
Full-time 2B 1,458 1,596
Part-time i 2 1
Total BET 1,460 1,597
Employee turnover rate
ETRAZE
2020 2021
20204F 20214
Mainland China B A 2 21.7 27.0
Hong Kong and Macau 7R 74.4 2.1
Taiwan/Malaysia =Y - i 196.7 0
Employee turnover rate
ETR%
2020 2021
2020%F 20214
Aged 18-25 18-255% 40.5 59.2
Aged 26-55 26-557% 42.7 23.8
Aged 56 or above 565% A £ 16.8 19.2
Employee turnover rate
BEIRAZE
2020 2021
20204 20214
Male 5 35.6 241
Female #r 42.6 28.2

Note: In accordance with the recent developing strategy, the
Group continuously closed down watch retail stores,
generally ended the operation of retail business of
renowned watches. Therefore, the employee turnover

rates in recent years were relatively high.
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The Group places emphasis on employees’ sense of
belonging to the Company, and is committed to providing
them with a pleasant and harmonious working environment.
In addition, the Group actively launches and implements
work that is favourable for building a harmonious relationship
between the enterprise and the employees as well as
facilitating the enterprise’s sound development, so as to
care for employees and strengthen their sense of belonging
and their solidarity with the Group.

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

Health and Safety

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

The Group maintains high manufacturing safety standards.
To provide its employees with a safe and comfortable
working environment, the Group ensures it is in strict
compliance with international labour standards and the
relevant laws of Mainland China, Hong Kong, Macau, Taiwan
and Malaysia, such as the Production Safety Law of the
People’s Republic of China and the Fire Prevention Law of
the People’s Republic of China. It also implements internal
guidelines and policies on occupational health and safety
for different working conditions and positions to ensure the
health and safety of its employees. The Group purchases
labour insurance for its employees, equips each workplace
with first aid kit with basic first aid supplies, arranges
employees for regular participation in courses on first-aid
skills, provides employees with training courses and drills on
manufacturing safety, fire and disaster prevention awareness
at the Group’s industrial segment subsidiaries, equips
employees in the position exposing to occupational hazards
with protective gears in line with national and industry
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The Group’s subsidiary, Dongguan Born
Talent, held a Christmas party
SETER=4AT ARIEHED

-8 F ﬁm,_

The Group’s subsidiary, Suzhou Henge, The Group’s subsidiary, Guangzhou Artdeco,

organized a group activity for its employees presented awards to outstanding employees
to watch Battle of Chosin Reservoir of last year

SETEANFTEARMABE TSEBE Y REM SETERMESARAA TFREEFETRE
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standards, and checks whether they wear the gears on an
irregular basis. The Group arranges regular occupational
disease checkups and maintains health surveillance archives
for its employees. The employee handbook also provides
clear and comprehensive guidelines on handling hurricane
and rainstorm warnings, as well as accidents and work
injuries. The Group’s industrial group also conducts regular
assessments of occupational hazards in the workplace, and,
based on the assessment reports by third parties, improves
the environment of workplace through the transformation
of system engineering facilities. Guangzhou Artdeco
even installed dust collection alarm system to provide a
safer working environment for employees. All production
subsidiaries established dual prevention mechanism of risk
control by ranking and elimination and handling of hidden
dangers. The Group’s safety production situation continues
to improve. During the year under review, the Group had a
very low rate of work-related injuries, while the lost days due
to work-related injuries were 332.5 days (2020: 244 days),
and there were no cases of work-related deaths (the last
three years: nil).

As early as the beginning of the outbreak of the pandemic
at the beginning of 2020, the Group has immediately taken
a number of pandemic prevention and anti-pandemic
measures, including allowing employees to work at flexible
time and place, distributing protective materials such as
masks to employees, regular disinfection in offices and
production sites and adding body temperature detection
devices, to make every effort to protect the health and safety

of employees.

Development and Training

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

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

The Group also provides its directors and senior
management with regular trainings, so as to maintain
continuing professional development and enhance their
knowledge and skills. The training includes regular updates
on rules for listed companies, and information about
relevant laws and regulations, corporate governance,
inside information, anti-corruption and bribery, internet
risk and international accounting standards as well as risk
management accountability for directors.

During the year under review, the average training hours per
person provided by the Group were as follows:

Training by type (average training hours per person and
percentage of employees who received training)

PR HE 2 HE S @A IFIIERRE - TREREL
NEBESIE - ETAUBREE S EBNER
HOEBEBEW o

SESFAFEETIRHEZEMARIZI - A
BREZXBHN  GEEH ERFE - 0%
Xt - AEEEE MENBEXKEEEH
BB BOEDI - DA R TR A BB Tey e Al %
2HIF BPHHABRBIRAZTENEEX
ENER

SENREFREREREABRETHHEI
URFEFEERER  EHEANHERGE -
FINBTEERE LT RAGRD - HEERKE
fl - dERER ABEE  RESHE  BK
Rk BREENNBEENRESERE
BEES -

CEFEEAR  SEFHEIFHENT

ZEBERE Y (PRI MEZEINE
TEDH)

2020 2021
20204 20214

Middle to senior Average hours per
management FEEEEAR person AT 18.9 17.1
Percentage Bkt 59% 78%

Average hours per
Frontline staff —BET person AT 29.9 25.8
Percentage Bkt 99% 81%

Average hours per
Other employees HMEE person AT 28 23.3
Percentage Bkt 96% 88%
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Training by gender (average training hours per person and
percentage of employees who received training)

BEE - g LEIGHRSE

RIERE S CFEBIIRBREZEINETH
e

2020 2021
20204 202145
Male 5 Average hours per person A REER 28.2 25.7
Percentage Btk 98% 80%
Female 2 Average hours per person AR 30.5 28.8
Percentage Bl 97% 86%

Labour Standards 2T 2|

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

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

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

Operation Practices

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

and anti-bribery policies.
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Supply Chain Management

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

manner at reasonable prices.

The Group’s subsidiaries engaged in high-end product
accessories manufacturing have each formulated
corresponding code and management measures for
raw material suppliers, such as Supplier Development
and Management Procedures, Guidelines for Supplier
Evaluation Work and Environmental Substance Management
Standards, to set up entry standards for qualified suppliers.
The Group also adjusts the assessment criteria based
on the continuous development and changes of market
environment and requirements, and thoroughly screens and
evaluates suppliers to ensure that the materials purchased
feature good quality, reasonable price and timely service.
Each factory of the Group has a detailed supplier survey,
assessment sheet, as well as a standardised supplier
management process and procurement control procedure,
and incorporates the suppliers’ sustainable development,
environmental protection and production safety performance
into the assessment criteria by signing a social responsibility
commitment letter with them. When selecting a supplier
for raw materials, an assessment on products of suppliers
will be carried out by the examination and approval
department of each factory according to various criteria
including relevant national certifications (such as the ISO
quality management system) for the Group’s final approval.
The Group also regularly verifies, gives feedback on and
evaluates each supplier’s products in areas such as quality,
pricing and environmental protection. Those suppliers which
do not meet the Group’s standards will be disqualified.

During the year under review, the Group’s subsidiaries
engaged in high-end product accessories manufacturing
have a total of 178 suppliers, including 1 supplier in Europe,
2 suppliers in Hong Kong, 2 suppliers in other parts of Asia,
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and the remaining of which are in Mainland China. The
Group was not aware of any major non-compliance incidents
or potential significant adverse effects of any major suppliers
in the aspects of environmental protection, business ethics,
employment and labour practices.

Product Responsibility

The Group has a relatively mature industrial chain for
watch accessories manufacturing, mainly covering from
the manufacturing of watch accessories and packaging
products to commercial space design, production and
decoration. Companies are mainly located in Suzhou,
Guangzhou and Dongguan. The Group believes that
providing quality products and excellent after-sales service
is a crucial part of its successful corporate presence.

The Group’s subsidiaries engaged in high-end product
accessories manufacturing carry out strict quality
management in line with national quality standards. The
watch boxes and other packaging products manufactured by
factories of Guangzhou Artdeco Decorating and Packaging
Co. Ltd. have all achieved national FSC and 1SO9001:2008
or 1SO9001:2015 and SA8000 certifications, and have also
complied with EU Regulation (EC) No. 1907/2006 (REACH).
During the year under review, none of the products sold or
delivered by the Group was recalled on safety and health
grounds. However, customers may submit complaints, and
the Group will conduct an independent investigation and
deal with it in accordance with the internal guidelines.

During the year under review, the Group received 4
customer complaints (2020: 4) over product quality. Upon
timely communication with and explanation offered to the
customers pursuant to the Group’s customer complaint
handling procedures, they were satisfied with our
clarification and arrangements.

The Group attaches great importance to respecting
and safeguarding the rights of consumers. It is in strict
compliance with “Law of the PRC on the Protection of
Consumer Rights and Interests” and other regulations
and laws relating to sale of products to safeguard the
interests of consumers. The Group also fully complies with
the provisions of the “Supply of Services (Implied Terms)
Ordinance” and other relevant laws and regulations in
collecting consumer information and privacy protection. In
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order to ensure that the privacy protection measures are
implemented more effectively and comply with relevant laws
and regulations, the Group also reviews and amends its
measures on safeguarding customer data privacy from time
to time. During the year under review, the Group had no
incidents of breach of customer privacy or loss of customer
information, nor did it receive any confirmed complaints in
connection therewith.

The Group has established and protected its intellectual
properties, including its trademarks and domain names.
Trademarks “Hengdeli” and “Elegant” have been applied
for registration or registered in Hong Kong, Macau, Taiwan,
Malaysia, Thailand and other overseas jurisdictions in
respect of a number of categories. In addition, the Group’s
domain names are subject to continuous monitoring and
renewal upon expiry.

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

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

property.

Anti-Corruption

The Hengdeli Group is dedicated to establishing itself as a
trustworthy, law-abiding enterprise. The Group abides by
applicable laws and regulations on bribery, fraud and money
laundering in all regions where it operates, including but not
limited to the Hong Kong Prevention of Bribery Ordinance,
the Anti-Money Laundering and Counter-Terrorist Financing
Ordinance, the China Anti-Unfair Competition Law and the
Interim Provisions on Banning Commercial Bribery. The
Group advocates a work ethic that insists on compliance
with law, integrity, honesty and professional dedication,
and bans any form of acceptance of advantages or acts of
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bribery. Explicit rules concerning employees’ professional
integrity are communicated through the employees’
guidebook, training courses as well as guidelines, for
example, on conflict of interest, while the efficiency of the
Group’s entire internal management system is reviewed
regularly. Channels are also available for employees to
report on internal misconduct. The daily operations of the
Group strictly comply with established procedures; the
internal audit department audits each branch and subsidiary
regularly and timely reports to the audit committee while
implementing appropriate measures to ensure all regulations
are complied with. Further,
external auditors to carry out independent audits. All these
measures effectively promoted the implementation and

the Group also commissions

the improvement of the Group’s regulatory system. During
the year under review, the Group participated in an online
seminar on combating money laundering and terrorist
financing organized by Companies Registry (Money Lenders
Section) of Hong Kong. The Group was not aware of any
violations of laws and regulations on bribery, extortion, fraud
and money laundering that had a significant impact on the
Group.

Investment in Community

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

Since 2011,
taking part in

Elegant, a subsidiary of the Group has been
initiated by The Wharf.
The project is an on-going school supporting initiative

“Project WeCan”
which demonstrates the spirit of “business-in-community”
and, through various activities and academic and cultural
exchanges, broadens the horizons of students, enhances
their self-confidence, and prepares them with a solid
foundation for entering the society in the future. The
project has benefited more than 66,000 students from 76
local schools in Hong Kong. As of 2021, the Group has
been actively taking part in Project WeCan in the form
of donation and volunteer services for many consecutive

years, sponsoring events including student sports games,
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workshops, store visits and internships at schools such
as Po Leung Kuk C. W. Chu College and Caritas Ma On
Shan Secondary School, the large-scale jointschool event
of “Young Innovators Bazaar” and topic sharing under the
“Quality School Improvement Project” for teachers.

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

During the year under review, due to the pandemic, the
Group ceased the financial assistance activities for students
which it has sponsored for many years and will consider
resuming these activities in due course.

OUTLOOK

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

Year ended 31 December
BE+T-A=1—-HLEE
2021 2020 2019 2018 2017
RESULTS EiE bl —T-TF 2 —T-hEFE ZE-N\F ZT—+F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
INL-SA ARETT ARETT ARETT ARETR
Note (ii) Note (i)
B = Cii) B aE (i)

Revenue A 992,962 1,219,856 2,417,181 2,687,248 2,439,022
Profit/(loss) before taxation ~ BiaTsF| /(EE) 18,701 (354,200) (337,042) 103,681 (23,858)
Income tax credit/(expense) Fr{SRiEE
(Ax) 1,509 (32,324) 12,925 (24,432) (21,790)
Profit/(loss) for the year EEE/(BR) 20,210 (386,524)  (324,117) 79,249 (165,080)
Attributable to: FEA -
Equity shareholders PA/NCIE &)
of the Company HEA 26,282 (383,076) (332,520) 68,746 (236,382)
Non-controlling interests TR (6,072) (3,448) 8,403 10,503 71,302
Profit/(loss) for the year FERM /(FH8) 20,210 (386,524) (324,117) 79,249 (165,080)
As at 31 December
R+=A=+—H
2021 2020 2019 2018 2017
ASSETS AND LIABILITIES &EREE bl —T-TF —T-NF T N\F CT+F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
INGLE M ARETT ARETT ARETT AR®TE

Total assets BEBE 3,531,392 3,628,461 4,641,068 4,920,029 4,803,473

Total liabilities BERHE 258,929 188,651 659,481 472,340 369,775

Net assets BESE 3,272,463 3,439,810 3,981,587 4,447,689 4,433,698

Total equity attributable ERARRMD

to equity shareholders BEAER
of the Company EmERR 3,204,598 3,366,694 3,894,615 4,369,451 4,376,504

Non-controlling interests IR 67,865 73,116 86,972 78,238 57,194

Total equity BamAs Sy GRN 3439810 3,981,587 4,447,689 4,433,698

Note: B &E -

(i) The Group has initially applied HKFRS 15 and HKFRS 9 (i) AREER=-_F-N\F—A—AHREAE
on 1 January 2018. Under the transition method chosen, BB B 5 YR R 6155 R B B R 15 3R 5 Al
comparative information is not restated, hence the FOE - WIBPTEBEMNBEFE - LREH
Summary has not been prepared on a consistent basis. WESZ - Bt AEEWARIE—BEE

(i) The Group has initially applied HKFRS 16 on 1 January (i) Zl»‘%@ﬁﬁé:%-ﬁi—ﬂ —Eﬁé)ﬂ,@ﬂ%?ﬂ
2019 using the modified retrospective approach. Under E%ﬂiﬁ%?’ﬂﬁ%ﬁﬁ é\;’éﬂﬁ‘%i&%‘—%ﬂ”%m?)ﬁ ®
this approach, comparative information is not restated. REEAFRT - LERER W ESS) o
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INDEPENDENT AUDITOR'S REPORT
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TO THE SHAREHOLDERS OF
HENGDELI HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements
of Hengdeli Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set
out on pages 85 to 205, which comprise the consolidated
statement of financial position as at 31 December 2021,
and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 31 December 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 (the “HKICPA”)
and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies
Ordinance.

BASIS OF OPINION

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

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

i Goodwill and Property, Plant and Equipment

Refer to Notes 11 and 13 to the consolidated financial
statements

The Group is required to test the amount of goodwill
for impairment. The Group is also required to test
the amount of property, plant and equipment for
impairment when there is an indication that the assets
may be impaired. During the year, there was decline
in revenue which increases the risk that the related
goodwill and property, plant and equipment may
be impaired. These impairment tests are significant
to our audit because the balances of goodwill and
property, plant and equipment of approximately
RMB49,237,000 and RMB515,745,000 as at 31
December 2021, respectively, and the impairment of
goodwill of approximately RMB12,855,000 for the year
ended 31 December 2021, respectively, are material
to the consolidated financial statements. In addition,
the Group's impairment tests involve application
of judgement and are based on assumptions and
estimates.
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Our audit procedures included, among others:

- Assessing the identification of the related cash
generating units;

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

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

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

- Checking input data to supporting evidence.

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

Inventories

Refer to Note 17 to the consolidated financial
statements

The Group tested the amount of inventory for
impairment. This impairment test is significant to
our audit because the balance of inventories of
approximately RMB597,505,000 as at 31 December
2021 is material to the consolidated financial
statements. In addition, the Group’s impairment test
involves application of judgement and is based on
estimates.
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Our audit procedures included, among others:

- Evaluating the Group’s impairment assessment;

= Assessing the aging of the inventories;

- Assessing the net realisable value of the
inventories; and

- Checking subsequent sales of the inventories.

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

Other receivables

Refer to Note 18 to the consolidated financial
statements

The Group tested the advance to third parties for
impairment. This impairment test is significant to
our audit because the balance on advance to third
parties of RMB158,310,000 with interest bearing as
at 31 December 2021 is material to the consolidated
financial statements. In addition, the Group’s
impairment test involves application of judgement and
is based on estimates.
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Our audit procedures included, among others:

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

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

- Assessing the value of the collateral;

- Checking subsequent settlements from the
borrowers;

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

- Assessing creditworthiness of the borrowers;
and

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

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

OTHER INFORMATION

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

Our opinion on the consolidated financial statements does

not cover the other information and we do not express any
form of assurance conclusion thereon.
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In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information
is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on
the work we have performed, we conclude that there is
a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this

regard.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Li Chi Hoi

Audit Engagement Director
Practising Certificate Number P07268

Hong Kong
22 March 2022
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended 31 December 2021 HZE=F=—

ARaEm AR

FEfr=H = HIEFE
(Expressed in Renminbi) (LAAREE251)

2021 2020
:g:_i — ? = $
Note RMB’000 RMB’000
Hat ARBT T ARBTT
Revenue ON 5 992,962 1,219,856
Cost of sales SHE KA (879,095) (1,368,079)
Gross profit/(loss) EF,(18) 113,867 (148,223)
Other revenue HAa g A 4 44,584 47,796
Other net (loss)/gain Hip (E548) /W5 5 4 (3,761) 45,435
Distribution costs PaNiz) DN (54,240) (135,781)
Administrative expenses THER (129,374) (156,073)
Loss from operations KEEE (28,924) (346,846)
Share of profits of associates FE (G B A4 N T ) 50,997 =
Finance costs B 765 B AN 5(a) (3,372) (7,354)
Profit/(loss) before taxation BRELADRF (E1E) 5 18,701 (354,200)
Income tax credit/(expense) FrisFisEe /(F) 6 1,509 (32,324)
Profit/(loss) for the year FEBRN (FE) 20,210 (386,524)
Attributable to: FEAL -
Equity shareholders of ZNNGIE SUESES DN
the Company (383,076)
Non-controlling interests SR 2R (3,448)
Profit/(loss) for the year FERF(EE) (386,524)
Earnings/(loss) per share BRER (&8) 10
RMBO0.006 RMB(0.082)
Basic R NGO A R #(0.082)7T
RMBO0.006 RMB(0.082)
Diluted e NGO A R #(0.082)7T

The notes on pages 93 to 205 form part of these financial
statements. Details of dividends payable to equity
shareholders of the Company attributable to the profit for the

year are set out in note 28(b).

FIBE205 B 2 EBU FEH MK —FD - &
NARRREOFHBEARGFEE RN 2 BREFHB
N HIEE28(b) °
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

e

A i b A 22 T IS K

For the year ended 31 December 2021 i Z—E-—F+-_A=+—HI-¥E

(Expressed in Renminbi) (LAAREE25)

Profit/(loss) for the year

FEEN (BE)

Other comprehensive income for the year
(after tax and reclassification
adjustments)

ltems that may be reclassified
subsequently to profit or loss:

Release of exchange differences on
disposal of subsidiaries

Exchange differences on translation
of overseas subsidiaries’ financial
statements

Share of associates exchange differences

on translating foreign operations

FEHMEEBA (HE
REHDBRABEK)

BERFIREERT DB E
B2 AA ¢
HEHBRARZER

E R
BB BN B AR
MBRRMELZ
bE 5 R
BEBINEBEEE
fE DN AIE S ER

2021
—E_—F
Note RMB’000
{023 ARET T
20,210
9(a)
21(e)

(39,325)

(747)

(40,042)

Items that will not be reclassified
subsequently to profit or loss:

Equity investments at fair value
through other comprehensive
income — net movement in fair
value reserves (non-recycling)

BRIGEFNEE
B2 A

BB 2 EUNE
RfEEHRZBA
R& — DA MERME
L (RARA

(60,485)

(9,516)

(28,876)

(98,877)

(118,709)

(112,258)
(6,451)

1B)

Exchange differences on translation BERBHMEEK
of equity investments at fair value ARRRENEZ
through other comprehensive BRAKREFREE L
income M W =

Exchange differences on translation of ARG B B
the Company’s financial statements FEES 2 [E K =5

Total comprehensive income for the year ~ FEZHEU AL
Attributable to: FEAL
Equity shareholders of the Company ZAYNCIE SRESZ DN
Non-controlling interests FEIE iRt
Total comprehensive income for the year ~ FEZHEWALZE

(118,709)

The notes on pages 93 to 205 form part of these financial

statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AR BRI 2

As at 31 December 2021 A —Z=-—%F+_-H=+—H
(Expressed in Renminbi) (LAA REE251)

2021 2020
—E-—F —ETF
Note RMB’000 RMB’000
it AREET T ARETIT
Non-current assets FREEE
Investment properties B 11 130,376 134,057
Property, plant and equipment  #% - BE &K 11 515,745 479,302
646,121 613,359
Intangible assets A E 12 2,861 2,772
Goodwill [ i) 49,237 63,547
Interests in associates P RN ol 15 51,407 =
Other investments HEMig & 16 525,064 487,251
Prepayment and deposits ENFRIERIZE 18 1,598 1,642
Deferred tax assets FEFTBE E 27(b)(i) 323 52
1,276,611 1,168,623
Current assets REEE
Inventories TE 17 597,505 653,106
Trade and other receivables FEUE 5 BR 30 % B A e W GRTE 18 632,749 535,487
Loans to associates B ra ik /NG A= 8 19 77,951 =
Other investments Hip & 16 11,585 29,147
Current tax recoverable ZNERA] Uk 2] A5 T8 27(a) 178 235
Deposits with banks RITIE 20 273,796 226,880
Cash and cash equivalents Ee RESZEY 21 661,017 1,014,983
2,254,781 2,459,838
Current liabilities REBERE
Trade and other payables and  FEfIE 5 B8R 7 N B JE ~F 30
contract liabilities HUAMELHEE 22 157,156 117,563
Bank loans RITEXR 23 46,925 2,322
Lease liabilities HEAE 24 11,774 12,248
Current taxation 7N HA e S A 18 27(a) 3,587 5179

219,442 137,312

Net current assets

REEEFE 2,035,339 2,322 526

Total assets less current liabilities2EE R R B2 & 3,311,950 3,491,149

e
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

A 1 B B R L A

Note
ifza
Non-current liabilities FRBEME
Bank loans IRITEXR 23
Lease liabilities HEaE 24
Deferred tax liabilities EERIBEE 27(b)(ii)
NET ASSETS EEFE
CAPITAL AND RESERVES EXRfEHE
Share capital [N 28(c)
Reserves e

Total equity attributable to equity A2 TR B EFHE AL
shareholders of the Company  #Ez5#E%E

Non-controlling interests IR ER

Approved and authorised for issue by the board of directors RZZT ==

on 22 March 2022. RETIED o
Zhang Yuping Huang Yonghua RIS
Executive Director Executive Director BiTEE

2021
—E-—F
RMB’000
ARBT T

26,954
12,079
454

39,487

3,272,463

21,516
3,183,082

3,204,598

67,865

3,272,463

HKE
HITEF

2020
—E-FTF
RMB’000
ARBFIT

27,596
21,418
2,325

51,339

3,439,810

22,337
3,344,357

3,366,694

73,116

3,439,810

FZA-_+t_HEEFSHERK

The notes on pages 93 to 205 form part of these financial S 93F 2058 Z MiF /& It S5 RER — 25 °

statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2021 HEZ—Z-—&F+_—_A=+—HILFE
(Expressed in Renminbi) (LAA R 251))

Attributable to equity shareholders of the Company

ARGAEEARE
Capital PRC  Fairvalue Fair value Non-
b | reserve l N
Share Share redemption  Capital Exchange  statutory  reserve (non- Retained controlling Total
capital  premium  reserve  reserve  reseve  reserve (recycling) recycling) profits Total interests equity
MrfERE ArBRE
A hE (BN (FTEA ik

Bx RiveR RERE A4EE  EiRG AeER BR)  BR)  REE 5t Bn  fEEEE
Noe RMBOOO ~ RMBOOO  RMBOOD RMBO0O RWBIOOD RMBOOD  RMBO00  RMBOOO  RMB0O0 RMBOOD RMBIOOD  RMBIOD
fit \RRTT ARETR ARMTL ARETR ARETL ARETR ARETRL ARETT ARETT ARMTL ARETT ARMTR

Balance at 31 December 2019 R=E—ALE
T
Z‘%g% 22,337 2,620,409 761 1328 (98985) 28,813 - 69,734 1,250,218 3,894,615 86,972 3,981,587

Changes in equity for 2020 R-B-E%

EnZy
Loss for the year EEER - 8 - - = - = - (383076) (383076)  (3.448) (386,524)
Other comprehensive income 2 TRA 9 - : - - (205843) - - b1 - (144802) 430 (140482)
Total comprehensive income.~ 2EHARE - - . - (205843) - - BLO4T (33076) (27878) 872 (527.000)

Transfer between reserves o
Disposal of equity interests ~~ (HE—FHBA)

in a subsidiary LIiE - - = = = (43) = = 3 (43)  (14728)  (14771)
Amounts transterted from fair ~ H{EREZE RS

value reserve (non-recycling) to  EE(E (F7E

retained profits upon disposal AEg) B2

of investments REENZ 2 - - = = = = - (61%3) 26183 3 & T

2,053 L - (2259 . . L

Balance at 31 December 2020 MZEZEE
t=p=1-8
i3 22,337 2,620,409 761 1328 (304,828) 31,023 - 104622 891,042 3,366,694 73116 3,439,810
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2021 #Z —Z ——F+ - A=+—HItFE
(Expressed in Renminbi) (JAA R 25)
Attributable to equity shareholders of the Company
ARARGE AE

Fair value
reserve
(non-
capifal  premium  reserve  reserve  reserve  reserve (recycling)  recycling) profits Total interests equity

DiEEE

B tE o (TEA
RivaR BERE EAGE  EXRRE KRRE  BR)  BR) REEA fit FEREE  RR4E
8 RMBOOO  RMBO0D  RMB00D  RMBI000 RMBIOOO RMBOOO RMB'OOO RMBOOO RMBOOO RMBO00O RMBO0O RMBOO
it ARRTT ARBTR ARWTR ARETR ARWTR ARMTR ARRTR ARMTR ARRTR ARMTR ARETR

Capital PRC  Fair value Non-

Share Share redemption  Capital Exchange  statutory  reserve

Retained controlling Total

Balance at 31 December 2020 R-E_FF
P
=i
ﬁ%"\ 22,337 2,620,409 761 1,328 (304,828) 31,023 104,622 891,042 3,366,694 73,116 3,439,810

Changes in equity fr 2021~ M=%

&%

Profit for the year EERH - - %6282 26282 (6072 20210
Other comprehensive income Ef2ERA 9 (78,055) (60,485) (138,540) (379)  (138,919)
Total comprehensive income. 2 A% (78,055) (60,485) 26,282  (112.258)  (6.451) (118,709)
Shares repurchase EORA (49,838) 82 (49,838) - (49.8%)
Transfer between reserves [ 28y = . . -
Capital injecton from REFERER

non-controlling interests ig)Edy 1,200 1,200

Amounts transferred from fair T EREREA
value reserve (non-recycling) TERE
to retained profits upon GYEIN
disposal of investments 1B5) 8%
EREEH
LEE

Balance at 31 December 2021 RZZE=—%
T=h
=43

i 21516 2,570,571 1,582 1,328  (382,883) 32,004 20437 931,043 3,204,598 67865 3,272,463

The notes on pages 93 to 205 form part of these financial 293% 2058 ~ fsIB It S EmE—H o
statements.
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CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 December 2021 HZEZ —Z——F+ - F=+—HILFE
(Expressed in Renminbi) (LAAREE251)

2021 2020
—E-—fF —ETF
Note RMB’000 RMB’000
BtaE ARBT T ARBTTT
Operating activities REEH
Cash (used in)/generated from BIE (FT#E),/ FiBRe
operations 21(b) (75,006) 107,582
Tax refund R 758 2,594
Tax paid BEfHIE (3,378) (20,498)
Net cash (used in)/generated from #&& 58 (FiiE),~
operating activities FiSIREF5E (77,626) 89,678
Investing activities REEE
Payment for the purchase of BAME  BER&E
property, plant and equipment (E:N (50,254)
Proceeds from sale of property, HEME - BE - &%
plant, equipment and intangible NER EEMBRIA
assets 89 2,950
Payment for the purchase of BABRTEEENRK
intangible assets (838) (2,018)
(Increase)/decrease in deposits RITFER (E), "D
with banks (53,958) 303,972
Payment for advances to TNE=ZFER
third parties (68,561) (271,694)
Proceeds from repayment of EBE = ARMISHIA
advances to third parties 119,443 172,263
Payment for acquisition of g3 W/NCIL N E
associates (2,956) =
Payment for advances to associates 3z i B & A =l ¥ 5k (79,169) -
Payment for purchase of AR E K
other investments (263,038) (256,885)
Proceeds from sale of & H A& B FT{S 5/I8
other investments 167,830 171,654
Interest received 22 15,008 23,604
Dividends received from BRI AL E IR S
equity investments 14,294 8,839
Net cash proceeds from disposal of H &t EB A &7 ARHEFTS
equity interests in subsidiaries IR & IR FHE 21(e) 2,857 17,234
Net cash (used in)/generated from R&EES) (FrfE),~
investing activities B IREFEE (227,053) 119,665
FRFIERABRAR B AR 91




CONSOLIDATED CASH FLOW STATEMENT

mAaBlaeiigR

Financing activities

Proceeds from new bank loans

Repayment of bank loans

Capital element of lease rentals
paid

Interest element of lease rentals
paid

Other borrowing costs paid

Capital injection from
non-controlling interests

2021
—EZ—HF
Note RMB’000
it AR¥T T

RIESEE
IR TE RIS A 21(c) 45,000
BEFITER 21(c) (857)

BENHEERENELRTS
21(c) (9,974)
BENEERSNFIEIS

21(c) (872)
(2,237)

B E A E SR A
IR ST R
1,200

Share repurchased EEAmD (49,838)
Net cash used in from financing RS R B TR £ F 5

activities (17,578)
Net decrease in cash and cash RERBEEEYRD

equivalents T (822,257)

Cash and cash equivalents at

REDzRERASEE

the beginning of the year L) 1,014,983
Effect of foreign exchange rate INEERB B L

changes (31,709)
Cash and cash equivalents at RERZBHERRE

the end of the year ZEY 21(a) 661,017

The notes on pages 93 to 205 form part of these financial

statements.
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2020
TR

RMB’000
ARETT

(178,665)
(90,544)

(3,276)
(3,830)

(276,315)

(66,972)

1,165,169

(83,214)

1,014,983
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NOTES TO THE FINANCIAL STATEMENTS

S 5 R

(Expressed in Renminbi unless otherwise indicated) ([ 2B » BEAARKZ75))

1 SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

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

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

(b) Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31
December 2021 comprise Hengdeli Holdings Limited (“the
Company”) and its subsidiaries (together referred to as “the
Group”).

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

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continuea)

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

- equity investments (see note 1(g))

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

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

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

(c) Changes in accounting policies

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

o Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS

4 and HKFRS 16, Interest Rate Benchmark Reform —
Phase 2

° Amendments to HKFRS 16, COVID-19-Related Rent
Concessions Beyond 30 June 2021
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c) Changes in accounting policies (Continued)

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

(d) Subsidiaries and non-controlling interests

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

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

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

S 5 i Mk

1. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

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

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

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

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

unless the investment is classified

classified as held for sale).
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e) Goodwill

Goodwill represents the excess of

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

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

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

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

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

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

(f)  Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate
in the financial and operating policy decisions of an entity
but is not control or joint control over those policies. The
existence and effect of potential voting rights that are
currently exercisable or convertible, including potential
voting rights held by other entities, are considered when
assessing whether the Group has significant influence. In
assessing whether a potential voting right contributes to
significant influence, the holder’s intention and financial

ability to exercise or convert that right is not considered.
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NOTES TO THE FINANCIAL STATEMENTS

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f)  Associates (Continued)

Investment in an associate is accounted for in the
consolidated financial statements by the equity method
and is initially recognised at cost. Identifiable assets and
liabilities of the associate in an acquisition are measured
at their fair values at the acquisition date. The excess
of the cost of acquisition over the Group’s share of the
net fair value of the associate’s identifiable assets and
liabilities is recorded as goodwill. The goodwill is included
in the carrying amount of the investment and is tested for
impairment together with the investment at the end of each
reporting period when there is objective evidence that the
investment is impaired. Any excess of the Group’s share of
the net fair value of the identifiable assets and liabilities over
the cost of acquisition is recognised in consolidated profit or
loss.

The Group’s share of an associate’s post-acquisition profits
or losses is recognised in consolidated profit or loss, and
its share of the post-acquisition movements in reserves is
recognised in the consolidated reserves. The cumulative
post-acquisition movements are adjusted against the
carrying amount of the investment. When the Group’s share
of losses in an associate equals or exceeds its interest in
the associate, including any other unsecured receivables,
the Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the
associate. If the associate subsequently reports profits, the
Group resumes recognising its share of those profits only
after its share of the profits equals the share of losses not
recognised.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f)  Associates (Continued)

The gain or loss on the disposal of an associate that results
in a loss of significant influence represents the difference
between (i) the fair value of the consideration of the sale plus
the fair value of any investment retained in that associate
and (ii) the Group’s share of the net assets of that associate
plus any remaining goodwill relating to that associate
and any related accumulated foreign currency translation
reserve. If an investment in an associate becomes an
investment in a joint venture, the Group continues to apply
the equity method and does not remeasure the retained
interest.

Unrealised profits on transactions between the Group and
its associates are eliminated to the extent of the Group’s
interests in the associates. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of
associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.

(g) Other investments in debt and equity securities

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

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

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Other investments in debt and equity securities
(Continued)
(i) Investments other than equity investments

Non-equity investments held by the Group are classified into
one of the following measurement categories:

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

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

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

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

(iif) Equity investments

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

(h) Investment properties

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

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

1(v)(iv).
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NOTES TO THE FINANCIAL STATEMENTS

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h) Investment properties (Continued)

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

(i) Property, plant and equipment

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

1((i1).

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

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

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

- Freehold land is not depreciated.

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

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

lease.
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Property, plant and equipment (Continued)

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

- Leasehold improvements 1 -5 years
- Motor vehicles 5-10 years
= Office equipment and other fixed assets 3 — 10 years

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

() Intangible assets (other than goodwill)

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

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

Expenditure on internally generated goodwill

which it is incurred.
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NOTES TO THE FINANCIAL STATEMENTS

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

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

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

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

(k) Leased assets

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

(k) Leased assets (Continued)

(i) As a lessee

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

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

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

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

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

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

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

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

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

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

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

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

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

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

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

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

(ii) As a lessor

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

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

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

() Credit losses and impairment of assets

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

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

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

- contract assets as defined in HKFRS 15 (see note

1(n)).

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

Measurement of ECLs

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

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

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

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

- lease receivables: discount rate used in the

measurement of the lease receivable.
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NOTES TO THE FINANCIAL STATEMENTS

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

() Credit losses and impairment of assets
(Continued)

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

Measurement of ECLs (Continued)

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

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

ECLs are measured on either of the following bases:

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

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

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

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

() Credit losses and impairment of assets
(Continued)

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

Significant increases in credit risk

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

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

significantly since initial recognition:

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

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

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

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

NOTES TO THE FINANCIAL STATEMENTS

S 5 i Mk

1 BEESHBEE &)

() FEEBFBEREERE @)

() XREZBMIHE FHNEEREERKR
ENEEER (&)
ERmBEE LT

RAHE—HEBTANEERR S TS ERIA
RREBRELFE - AEHE @“’M@&iﬁﬁﬁﬁﬁ

AR T ARAZANERER T FER

HAThemMIAZRERZONE w&ﬁttﬁ g
RIELZRELE  ARERR  RO)AEHE
W EEREEDMITE (PIAEIRER (WHFA))
BERT  ERATKAERAEEBBERE
HEES%  f()ZBMEECRH180H
B BIRRNELEEOFH - AKEEEELE
AEMELRELLER  BEREANBBZK
AAZB NN ER 2 BELRLAEEER

/\%i%ﬁﬁg \FI:I:{E ;ff Q%ﬂiﬁ&u J//{;KE
BRE LR $‘§IA%F§MTJ§H

REN A2 HF S
BRI

& L2 8B HIED

B SR ITAIMBRAREER
Bk AHEERL

AR (A0 A) B

- BERAREXENERABHBRE
| Bl

48

- ®x-mH- ORRBRIZNE AT
BHEHHEBTANLRERBITERH

BENBERTHTE -

FRAERA RAT R R 1]



NOTES TO THE FINANCIAL STATEMENTS

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

() Credit losses and impairment of assets
(Continued)

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

Significant increases in credit risk (Continuead)

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

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

accumulated in the fair value reserve (recycling).

Basis of calculation of interest income

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

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

() Credit losses and impairment of assets
(Continued)

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

Basis of calculation of interest income (Continued)

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

- significant financial difficulties of the debtor;

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

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

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

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

Wirite-off policy

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

Subsequent recoveries of an asset that was previously
written off are recognised as a reversal of impairment in
profit or loss in the period in which the recovery occurs.
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NOTES TO THE FINANCIAL STATEMENTS

S 5 i Mk

(1)

(if)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Credit losses and impairment of assets
(Continued)

Impairment of other non-current assets

Internal and external sources of information are reviewed at

the end of each reporting period to identify indications that

the following assets may be impaired or, except in the case

of goodwill, an impairment loss previously recognised no

longer exists or may have decreased:

investment property;

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

intangible assets;

goodwill; and

investments in subsidiaries in the Company's
statement of financial position.

If any such indication exists, the asset’s recoverable amount

is estimated. In addition, for goodwill, intangible assets that
are not yet available for use and intangible assets that have
indefinite useful lives, the recoverable amount is estimated

annually whether or not there is any indication of impairment.

114

Calculation of recoverable amount

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

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

Recognition of impairment losses

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

Reversals of impairment losses

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

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

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

() Credit losses and impairment of assets
(Continued)

(iii)  Interim financial reporting and impairment

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

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

Inventories and other contract costs

(m)
(i) Inventories

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

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

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

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

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

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

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

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

(ii) Other contract costs

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

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

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Inventories and other contract costs (Continued)

(m)
(i) Other contract costs (Continued)

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

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

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

(n) Contract assets and contract liabilities

A contract asset is recognised when the Group recognises
revenue (see note 1(v)) before being unconditionally entitled
to the consideration under the payment terms set out in the
contract. Contract assets are assessed for expected credit
losses (ECL) in accordance with the policy set out in note
1(1)(i) and are reclassified to receivables when the right to
the consideration has become unconditional (see note 1(0)).

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

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

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

(o) Trade and other receivables

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

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

1)
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NOTES TO THE FINANCIAL STATEMENTS

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p) Interest-bearing borrowings

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

(g) Trade and other payables

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

(r) Cash and cash equivalents

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

1(N(0).
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s) Employee benefits

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

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

(i) Share-based payments

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

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

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

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

(iv)  Termination benefits

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

(t) Income tax

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

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

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

(t) Income tax (Continued)

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

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

NOTES TO THE FINANCIAL STATEMENTS

S 5 i Mk

1 BEESHBEE &)

(ty FrB® (®)

BRETHRBIIMERIN  FIBEEEHARBER
FIARLEHRAEE (ERRAEESHNAEZEE
REIRKERBG A ) D ERER - IIEFRER A
AENEREEMELRERBEEZ RRE
ARBENEERBO AN FECRRRE R =
EMEAZEE  EZRFBRCERVALEF
—HEHEARR-ERRERAM  LEPE
AEMNERNEZEZBT AL R —ARIELED
THEEMESTIAE R MR ma s E
ZHEARE - FIRTE B AR 2R E R
ERRE R AR B AN AR EE MK
RELZEERREER  TERAR—%
A AR EZEERER—RIGHENRF &
AMERERH  YTRMAERAEAZSTERNL
MR zF—HARXZEHEAELD  Ale
EREZSEEEAMEEHREE

ERAELEHAEERABENDBEIIINERRE
EETAHNZAE  NTEIATTESH
FERBGE AN 2 BEKBE (WALIFEBAHN—
M) URBERHBARRECERER (fd
EERVER - RIERMNAEE AT LAEH B
ZEE - MBERIREHRTIARGEERZ =
B EMNER  AERNAEESE
BOzER) -

FRAERA RAT R R 123



NOTES TO THE FINANCIAL STATEMENTS

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(t) Income tax (Continued)

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

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

Additional income taxes that arise from the distribution

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

(t) Income tax (Continued)

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

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

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

- the same taxable entity; or

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

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(u) Provisions and contingent liabilities
(i) Provisions and contingent liabilities

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

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

(i) Onerous contracts

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

(u) Provisions and contingent liabilities (Continued)

(i) Contingent liabilities assumed in business
combinations

Contingent liabilities assumed in a business combination
which are present obligations at the date of acquisition
are initially recognised at fair value, provided the fair value
can be reliably measured. After their initial recognition at
fair value, such contingent liabilities are recognised at the
higher of the amount initially recognised, less accumulated
amortisation where appropriate, and the amount that would
be determined in accordance with note 1(u)(i). Contingent
liabilities assumed in a business combination that cannot
be reliably fair valued or were not present obligations at the
date of acquisition are disclosed in accordance with note

1(u)(i).

(v) Revenue and other income

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

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

is after deduction of any trade discounts.

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

(i) Sale of watches, jewellery and related accessories

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

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

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

(iii)  Sale of commodities

Revenue from the sale of commodities is recognised at
a point of time when the control of the goods has been
transferred to the customers, being when the commodities
has been delivered to the agreed location. Revenue
excludes value added tax and is after deduction of any
trade discounts

(iv)  Rental income from operating leases

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

(v) Dividends

- Dividend income from unlisted investments is
recognised when the shareholder’s right to receive
payment is established.

- Dividend listed
recognised when the share price of the investment
goes ex-dividend.

income from investments is
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1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(v) Revenue and other income (Continued)
(vi)  Interest income

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

(vii)  Government grants

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

(w) Translation of foreign currencies

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

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

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(w) Translation of foreign currencies (Continued)

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

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

(x) Borrowing costs

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

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

130 Hengdeli Holdings Limited Annual Report 2021

1 BEESHEE 2

(w) IMNEB®E (8)
SNRERZEEARARSE ANEEXR R
?ﬁ%#”*ﬁ/\ﬁ‘ﬁ% (TAR#]) - MBMRRKIA
B (BRR_ZZAF— A— BAERMEEIN
BEBAFARELZEHE) RFEHREKS
MINEERTEABARE - MEANENEZH
TA L b 2 T A T 2 e 8 ol 0 B 3 f 8 PR O 48
@R RZFFRE—A— B ZaFRES
BEBAHAREE ZHBEURKBINE X
EHERZINEER;BE

FEHEIBDEEmAL S8 Bz EHE
W*ﬁ?ﬁﬁ@[ﬁ%%ﬁm%ﬁ%%ﬂé%¥ iR
BB -

(x) fEERE

B ERVEEFTEZRERFE T AJ UK
AEBREREHHENEEARBANEEK
Ko BERMERZEERAZ — 8D - HittE
ERANRELENHMNBEANRR B -

BREERBERA D 2BEXRNTINE
EZRAXEL BEXRTELREREEER
AERERERHENT 2 EBTIFETRA

MERE - WA BERESREREERAERTEN
BRHEMTZ M EEE AN LT

B AIEERELEEERAERNE



SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Related parties

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

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

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

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

(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 employees of either the Group or
an entity related to the Group.

(vi)  The entity is controlled or jointly controlled by a
person identified in (a).
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NOTES TO THE FINANCIAL STATEMENTS

S 5 i Mk

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(y) Related parties (Continued)

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

(vii) A person identified in (a)(i) has significant

influence over the entity or is a member of the
key management personnel of the entity (or of
a parent of the entity).
(viii) The entity, or any member of a company of
which it is a part, provides key management
personnel services to the Group or to the
Group’s parent.

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.

(z) Segment reporting

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

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

Notes 13, 17, 18, 26 and 31 contain information about the
assumptions and their risk factors relating to impairment
of goodwill, net realisable value of inventories, impairment
of trade and other receivables, fair value of share options
granted and fair value of financial instruments. Other key
source of estimation uncertainty is as follows:

(i) Impairment of non-current assets

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

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

(ii)  Net realisable value of inventories

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

(iii)  Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and doubtful
debts based on assessments of the recoverability of
the trade and other receivables, including the current
creditworthiness and the past collection history of each
debtor. Impairments arise where events or changes in
circumstances indicate that the balances may not be
collectible. The identification of bad and doubtful debts
requires the use of judgement and estimates. Where the
actual result is different from the original estimate, such
difference will impact the carrying value of the trade and
other receivables and doubtful debt expenses in the year in
which such estimate has been changed.

3 REVENUE AND SEGMENT REPORTING

(a) Revenue

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

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

The Group’s customer base is diversified and at the end
of reporting period 33% and 65% of the Group’s revenue
come from the largest customer and top five customers
respectively.
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NOTES TO THE FINAN

CIAL STATEMENTS

S 785 i A B ik

3 REVENUE AND SEGMENT REPORTING 3 WARZDIHEE &)
(Continued)
(a) Revenue (Continued) (@) WA &)

Further details regarding the Group’s principal activities are

disclosed in note 3(b).

(i)

Disaggregation of revenue

Disaggregation of revenue from contracts with customers by

(i) LON::: Py

major products or service lines is as follows: mr
2021
—E_—F
RMB’000
AREET T
Revenue from contracts with customers REEFEHZBA
within the scope of HKFRS 15 (BBIEHRELER
F15SREER)
Disaggregated by major products or BEXEEMARBLE
service lines #Hr
— Revenue from sales of watches and —REHEER R
jewellery HREZWA 114,968
- Revenue from manufacturing of watches — — %k B &UEEERE
accessories EmZWA 320,940
— Revenue from provision of shop design — R B R E R
and decoration service REAERBE 2 WA 229,993
— Revenue from commodity trading —REATREMES
Z WA 327,061
992,962
Revenue from other sources H AR A
Gross rentals from investment properties REREYH 2 BHEE
WA 2,474

995,436

e

EERAERARA T SR ARER

REE T RE 2 — R IERME3(0)E -

REBREMIMBRED 2BEFAOKRAHAD

2020
—E-THE

—= =

RMB’000
ARBETT

G, 167

259,621

168,427

114,641

1,219,856

2,714

1,222,870
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3 REVENUE AND SEGMENT REPORTING
(Continued)

(a) Revenue (Continued)
(i) Disaggregation of revenue (Continued)

The revenue from the sales of watches and jewellery
included the revenue from the sales of watches retail prior
to its full termination in the first half of 2021 and the revenue
from the disposal of surplus watch inventories after its full
termination. After the termination of watches retail business,
the Company actively disposed of its inventory of watches
through consignment sales and auctions,etc. The revenue
from the disposal will be derecognised upon its completion,
it is a non-recurring income.

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

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

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

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

(b) Segment reporting

The Group manages its businesses by divisions, which are

organised by a mixture of both business lines (products and

services) and geography (mainly in Mainland China, Hong
Kong and Taiwan/Malaysia).

The Group has identified the following reportable segments:
— High-end consuming - Manufacturing of watch
accessories accessories and shop design
and decoration services
business;

— Watches retail and — Retail and trading of watches
trading and jewellery business;

— Commodity trading — Trading of iron ore.

During the year, commodity trading business have become
more significant in current year and this segment is
separately reported with the comparative figures restated
accordingly.
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3 REVENUE AND SEGMENT REPORTING
(Continued)

(b) Segment reporting (Continued)

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

(i) Segment results and assets

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

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by those
segments and the expenses incurred by those segments.
However, other than reporting inter-segment sales,
assistance provided by one segment to another, including

sharing of assets, is not measured.

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

Segment assets represent inventories only, without
eliminating the unrealised inter-segment profits.
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3 REVENUE AND SEGMENT REPORTING
(Continued)

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

Information regarding the Group’s reportable segments as
provided to the Group’s most senior executive management
for the purposes of resource allocation and assessment of
segment performance for the years ended 31 December
2021 and 2020 is set out below.

NOTES TO THE FINANCIAL STATEMENTS

S 785 i A B ik

3 WARDIHmE &)

(b) DFI|E (&)

(i) DEEBEREE (&)

EE SR =R R BEEE S B = =8
IFFERE RS KD 3 RIR T M AN E B &
SETHREERABREBZAEBZRD FHE R
I o

High-end consuming

accessories Watches retail and trading Commodity trading Total
BRHERE ERTERES K7BRES it
PRC Hong Kong Taiwan/Malaysia PRC
hE g4 RE/BREER e

2021 2020 2021 2020

TEC-F bl —TC - ekmedd
RMB'000

RMB'000 VU RMB000
ARRTT PNEapll ARETT

550,933 [NV 114,968
110,063 72,578 -

Revenue from extenal  REAMSEE ZBA
customers

Inter-segment revenue 2 SEIKA

Reportable segment ~ 2HABKA

revenue 660,996 EEGZAIN 114,968 EESRR]
Reportable segment ~ 2RAHER/

gross profitf(loss) (£8) G 88,146 PYNIRIN (286,028
Reportable segment ~ 2RAWEE

assets 136,174 101,821 304,040 450,751

The high-end consuming accessories segment in PRC is
mainly engaged in the manufacturing of watch accessories
and shop design and decoration services business in PRC.
During the year ended 31 December 2021, an impairment
loss of RMB12,855,000 was recognised to provide against of
the goodwill allocated to this segment (see note 13).

2021 2020 2021 2020 2021 2020
ZEC-F bl CTC-F [ebmball CZC - [ebdmed
RMB'000 MRGIVSONOM RMBI000 MGV RMB'000 MRAINEN
ARETT PNRRTM ARETT PNREUM ARETT PNESSD

175,764 WERVIMNN 114641 ECEPRGZE 1,219,856
34,692 - - ARG 107,270
UGG 327,061 [RRNENCANN 1,103,025
26,536 50,851 . 113,867 [QEEHZA)

23,123
[ 100,360

FRENSREERES BEEETRAREF&
Bt B 5038 DA K 5 S AR e R B IRIS 75 - &
B = BA=r—E % o G0
B BHEEEENREBEERASARE
12,855,0007T (RH13£E13) ©

597,505

B4

o
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NOTES TO THE FINANCIAL STATEMENTS
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3 REVENUE AND SEGMENT REPORTING 3 WARDEIRE (&)

(Continued)
(b) Segment reporting (Continued) (b) DEIRE (&)

BBA - BEREEZHIR

(i) Reconciliations of reportable segment revenues, profit  (jj) Z2/RD

140

or loss and assets

2021 2020
:g: _ﬂi — 7 — = $
RMB’000 RMB’000
AR¥T T ARETIT
Revenue 'ON
Total revenue for reportable segments ERHIPRUA 1,103,025 1,327,126
Elimination of inter-segment revenue 1 55 > PR U A (110,063) (107,270)
Consolidated revenue ERE WA 992,962 1,219,856
Profit/(loss) wAl (E518)
Total gross profit/(loss) for EHRHSBEF(FEB)
reportable segments FREE) 113,867 (148,223)
Other revenue E A 44,584 47,796
Other net (loss)/gain Hth (E518) W= F 58 (3,761) 45,435
Distribution costs P2k = | N (54,240) (135,781)
Administrative expenses 1TEE A (129,374) (156,073)
Share of profits of associates D REEE R A& T 50,997 =
Finance costs B 75 R AN (8,372) (7,354)
Consolidated profit/(loss) before taxation — 4F&BEB AT (EE) 18,701 (854,200)
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3 REVENUE AND SEGMENT REPORTING 3

(Continued)

(b)  Segment reporting (Continued)

(b)

(ii) Reconciliations of reportable segment revenues, profit (i)

or loss and assets (Continued)

WARDEBRE ()

DEBERE (&)

EHRDHBRA - BEREEZHK (F)

2021
—E_—F
RMB’000
AREET T

Assets

Assets for reportable segments
(inventories)

Trade, other receivables, prepayment
and deposits

Loans to associates

aE
ERNBEE (FE)

FEWE B - HREK
POH - BRIERES
REBE QR ZER

2020
—E-EF
RMB’000
ANER TS

597,505

634,347
77,951
178
661,017
273,796
130,376
515,745
2,861
49,237
51,407
536,649
323

Current tax recoverable ZRHART g B % I8
Cash and cash equivalents RERBEEED
Deposits with banks RITHENR
Investment properties RE M
Property, plant and equipment M - BE k&
Intangible assets mEE
Goodwill kS

Interests in associates NI
Other investments Hig &
Deferred tax assets FETHIEE E
Consolidated total assets EREE

653,106

537,129
235
1,014,983
226,880
134,057
479,302
2,112
63,547
516,398
52

3,631,392

3,628,461

e
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3 REVENUE AND SEGMENT REPORTING
(Continued)

(b)
(iii)
The following table sets out information about the
geographical locations of (i) the Group’s revenue from
external customers and (ii) the Group’s investment
properties, property, plant and equipment, intangible assets,
goodwill, interests in associates, prepayment and deposits
and other investments (“specified non-current assets”).

Segment reporting (Continued)

Geographic information

The geographical locations of customers are based on the
locations at which the services were provided or the goods
delivered. The geographical locations of the specified non-
current assets are based on the physical locations of the
assets, in the case of property, plant and equipment, the
locations of operations to which they are allocated, in the
case of intangible assets and goodwill, and the locations
of operations, in the case of prepayment and deposits and
other investments.

The Group’s businesses are mainly managed in three
principal economic environments, Mainland China, Hong
Kong and Taiwan/Malaysia.

3 WARDEEE #®)

(b) DR E (&)

(iily HEEH

TR BBAOAEBREIBEE Z WA K
(IVANEENREDE WX BERSKE &
FEE W2 RBLEARZHER - BB
Fize AR EMIEE ([HEEFRBDEE]) FIE
WEAERE - BREMEMRIZRERSESHE R
HEMBE S - W - MERZEMS @ 15
EIERBEENEH BIEEEERTER B
2o MEREELRBENE  BFESEMNE
EMEE D RENREBEREEAREMIEE
ms ' EEEMEHEE S -

AEETEE=-FAITELEMWE FER
i BERAE BRATETES

2021 2020
—E——F —EEF
RMB’000 RMB’000
ARET T ARBTT

Revenue from external customers REPBEFEZEWA
Mainland China HR B A3 791,046 542,689
Hong Kong BB 201,916 501,403
Taiwan/Malaysia 88/ BRAR - 175,764
Total et 992,962 1,219,856

Specified non-current assets EEFRBEE
Mainland China HR [ (A 3 512,712 478,085
Hong Kong BB 665,705 591,430
Taiwan/Malaysia ag / BRAD 97,871 99,056
Total HEt 1,276,288 1,168,571
Hengdeli Holdings Limited Annual Report 2021
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4 OTHER REVENUE AND NET (LOSS)/GAIN

(a) Other revenue

NOTES TO THE FINANCIAL STATEMENTS

S 785 i A B ik

4 HtRAR (BR) KWHEHE

(a) HAWA

2021 2020

—E——fF —E-FTF

RMB’000 RMB’000

ARBT T ARET T

Interest income FE U A 15,008 23,604

Dividend income from other investments 2k 8 E % & &I AZ S WA 14,294 8,839

Rental income from investment properties K BX& W 2 S A 2,474 2,714

Rental income from operating leases, KEHE ZHSIA -

other than those relating to investment  E2R&E ¥ B RIEERII

properties 607

Government grants I T 478 U 7,109

Others Hh 4,923

47,796

In 2021, the Group successfully applied for government
grants that mainly relate to funding support and wage
subsidy set up by the Chenzhou Government and the
Hong Kong SAR Government respectively. The purpose
of the funding support is to grant financial assistance to
commercial entities who invest into its technical development
district. Under the conditions of the wage subsidy, the Group
is required to retain its local employees even if business is
affected by the COVID-19 outbreak.

R-ZZF-_—F ARERNEBFHRAMHER - £
22 8 iy M T R A B B B 5 B T B RS 20
RUMEHEBMTEMR AR - EB1EE W
B R ARE R AR R EEBIEH
MBURE) - RIBTEMBMGEME  IEXRBX
IHTRBERENTE  AEETAREBEAR
HiES -
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4 OTHER REVENUE AND NET (LOSS)/GAIN 4

(Continued)
(b)  Other net (loss)/gain (b)
Impairment of goodwill (note 13) RERE (F7F13)
Impairment of property, plant and Y% - BEREERE

equipment (note 7117)

Net foreign exchange gain

Net gain/(loss) on disposal of property,
plant and equipment

Net loss on disposal of subsidiaries

Rental concession

Net realised gain on financial assets
held for trading

Net gain on lease modifications

Fair value (loss)/gain on financial assets
held for trading

(Btat11)

SINGE 34 H My 5 F RR
HEME - BEM&E
Wz, (B1E) F8
S B QB R

kA

FIEXGUERMEE
BEERWERFRE

HE BT FaE

FIEXFGMERMEEZ
2RfE (BR) s
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HtbWAR (BER) W@ FHE

(#&)
Hit (E538) W= F 58
2021 2020
—E-—F —E-EF
RMB’000 RMB’000
AR¥T T ARETTT
(12,855) .
(15,636)
22815
(3,929)
(19,697)
17,691
2,827
40,583
(4,644) 781
(8,761) 45,435




9 PROFIT/(LOSS) BEFORE TAXATION

Profit/(loss) before taxation is arrived at after charging:

NOTES TO THE FINANCIAL STATEMENTS
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5 BRBADER (BE)
BBATAF (B18) IR TEE #E -

(a) Finance costs
Interest on bank loans
Interest on lease liabilities
Bank charges

(b) Staff costs

Salaries, wages and other benefits

Contributions to defined contribution
retirement plans

(c) Other items
Amortisation of intangible assets (note 12)
Depreciation
— Investment properties and property,
plant and equipment (note 11)

— Right-of-use assets (note 11)

Impairment losses of
— Trade receivables
— Other receivables
— Goodwill
— Property, plant and equipment

Expenses relating to short-term leases
and leases of low-value assets

Variable lease payments not included in
the measurement of lease liabilities

Auditors’ remuneration
Cost of inventories?

2021 2020
i —EZFE
RMB’000 RMB’000
AREET T NERSETE
(a)  BIFERRA
RITERFE 3,830
HEAEFE 3,276
RITE A 248
7,354
(b) BImEA
e TEREMFZE 67,305 112,736
TERBHPURIRETEIE R
12,601 7,190
79,906 119,926
(c) HmEE
B EEME (Kat12) 936
ne
—REYERYE -
= A
(Btat11) 35,296
— (FREEE
(Btat11) 33,439
BB
— JEUE IR 2,407
— HAbfEWEIB (1,147)
—Ea =
o /E R 15,636
BREHHEE MMEEER
EEMEMNRY 5,952
Kt AHEBEAED
AR SR 1,822
2% B AT Bl <& 1,652 1,871
FER A 879,095 1,368,079

g Cost of inventories includes RMB103,674,000 (2020:
RMB81,680,000) relating to staff costs, depreciation and
amortisation expenses and operating lease charges,
which amounts are also included in the respective total
amounts disclosed separately above or in note 5(b) for

each type of expenses.

4 GERABEEE TRA - ITE K
AYNERKEHREEREHENARKE
103,674,000 (Z T T &: AR ¥
81,680,0007T) ' Z & BN AR FHEA X
SR FES(b) BB A S MBS EE -

FEARBARAT SR 45
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6 INCOME TAX IN THE CONSOLIDATED 6
STATEMENT OF PROFIT OR LOSS

(a) Taxation in the consolidated statement of profit (a)

or loss represents:

Current tax — Hong Kong Profits Tax
Provision for the year
Over provision in respect of prior years

REABLE — FBREHR
REFEE
BEFEBRREE

Current tax — Overseas

Provision for PRC Corporate Income
Tax for the year

(Over)/under provision in respect of
prior years

REABLE — 8o

REFHBEALEMEH
B

BEFE (BRERE)
BETRE

Deferred tax
Origination and reversal of temporary
differences (note 27)

IEFERLTE
TRERZELR
o (fa27)

Total

st

Hengdeli Holdings Limited Annual Report 2021

mEBEERZAENR

REBERAZBIAS

2021 2020
—E-—F
RMB’000
AR®T T

—E-THE

—= —=

RMB’000
ARBETT

(6,624)

(6,624)

5,887

30

8,97

33,031

32,324
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6 INCOME TAX IN THE CONSOLIDATED 6 HSmEBEZRZFBH &)

STATEMENT OF PROFIT OR LOSS
(Continued)

(b) Reconciliation between tax (credit)/expense (b) FiIE (EK%) FXHERBEBABR X

and accounting profit/(loss) at applicable tax
rates:

STEzERER S (EIR) Hik

2021 2020
—E-—F —T-EF
RMB’000 RMB’000
ARBT T ARBTT

Profit/(loss) before taxation R AR (E51E

) 18,701 (354,200)

Notional tax on profit/(loss) before taxation, K& (&8

)

calculated at the rates applicable to ZREMIEA IR
profits in the jurisdictions concerned BEER AR
wEAMERREETE 1,656 (59,202)
Tax effect of non-taxable income BAMRIRA 2 RIBZE (16,114) (4,176)
Tax effect of non-deductible expenses PR HBAZ 2 HIEZE 1,729 583
Over-provision in respect of prior years BT RS (1,524) (6,594)
Reversal of deferred tax assets recognised @1 G [E MERIEIER B
in prior years & ER [ 32,539
Effect of tax losses not recognised WARERZHIBEEEZ
- 69,174
Actual tax (credit)/expense BRFRIE (KR)  HAxX 32,324
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6 INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
(Continued)

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

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

are not subject to any income tax in these jurisdictions.

The provision for Hong Kong Profits Tax is calculated at
16.5% (2020: 16.5%) of the estimated assessable profits for
the year, except for one subsidiary of the Group which is a
qualifying corporation under the two-tiered Profits Tax rate
regime.

For this subsidiary, the first HKD2 million of assessable
profits are taxed at 8.25% and the remaining assessable
profits are taxed at 16.5%. The provision of the Hong Kong
Profits Tax for this subsidiary was calculated at the same
basis in 2020.

The applicable income tax rate of the Group’s Mainland
China subsidiaries is 25% (2020: 25%) for the year.

The provision for Taiwan Income Tax is calculated at 20%
(2020: 20%) of the estimated assessable profits for the year.

The provision for Malaysia Income Tax is calculated at 24%
(2020: 24%) of the estimated assessable profits for the year.
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NOTES TO THE FINANCIAL STATEMENTS
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7 DIRECTORS’ EMOLUMENTS 7 EEE

Directors’ emoluments disclosed pursuant to section 383(1) 1R #% (& & A & EHI) 5383(1)E LA T (HE

of the Hong Kong Companies Ordinance and Part 2 of the &E=F|IFEE) B0 FE2MHLTE L EEP S 0
Companies (Disclosure of Information about Benefits of T :

Directors) Regulation are as follows:

Salaries,
allowances,

share award
scheme  Contributions

Directors’ and other to retirement
fee benefits  benefit plans
EC AR 1R
{22 @Et 2l BAKEF
£tk REf R B[ st
RMB’000 RMB’000 RMB’000 RMB’000
ARBT T ARBT T ARBTT AR®BTR
(note 25)
(Hiz25)
Year ended 31 December 2021 BE-ZE-_—F+=A4
=+—HLEE
Executive Directors HITES
Mr. Zhang Yuping REFEE
Mr. Huang Yonghua EAKERE
Mr. Lee Shu Chung Stan E3)ie
Non-executive Directors FHITES
Mr. Shi Zhongyang FHETE

Independent Non-executive Directors BV FEHITEE

Mr. Cai Jianmin ERERESE
Mr. Wong Kam Fai, William ERELAE
Mr. Liu Xueling BB
Total @t
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7  DIRECTORS’ EMOLUMENTS (Continued) 7 EEME @
Salaries,
allowances,
share award
scheme  Contributions
Directors’ and other to retirement
fee benefits  benefit plans Total
e 28
B in 2Bt 2 RIKER
Yok PR EE HEGES e
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT
(note 25)
(ff:225)
Year ended 31 December 2020 BE-E_ZEE+_H
=35 = ElleEgE
Executive Directors HTES
Mr. Zhang Yuping oRE LA 214 4,427 16 4,657
Mr. Huang Yonghua BKERE 160 2,931 = 3,091
Mr. Lee Shu Chung Stan TR EE 160 1,942 16 2,118
Non-executive Directors FHTES
Mr. Shi Zhongyang FMEE 89 - - 89
Independent Non-executive Directors BV FHITES
Mr. Cai Jianmin BEREA 89 = = 89
Mr. Wong Kam Fai, William EWRELAE 89 - - 89
Mr. Liu Xueling BT RE 89 = = 89
Total HRET 890 9,300 32 10,222
Save as disclosed above, no directors’ remuneration B EXFBEBEEN B2 ZE-_—FK_FT—

has been paid or is payable by the Group during the
years ended 31 December 2021 and 2020. There was no
arrangement under which a director waived or agreed
to waive any remuneration during the years ended 31
December 2021 and 2020.

During the years ended 31 December 2021 and 2020,
there were no amounts paid or payable by the Group to the
directors or any of the five highest paid individuals set out
in note 8 below as an inducement to join or upon joining the
Group or as compensation for loss of office.
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NOTES TO THE FINANCIAL STATEMENTS
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8 INDIVIDUALS WITH HIGHEST 8 ‘BEHAL
EMOLUMENTS

Of the five individuals with the highest emoluments, two FAEZSEESHFATHAOEMRZ (S -_FF: =
(2020: three) are directors whose emoluments are disclosed %) &% @ BFENHBANZ7REE BT =2
in note 7. The aggregate of the emoluments in respect of the (ZFE-FF : WZ) A THEHMEZEL T -

other three (2020: two) individuals are as follows:

2021 2020
B ZEZTF
RMB’000 RMB’000
ARBT T ARBETTT

Salaries and other emoluments e REMMES 5,167 3,701
Contributions to retirement benefit plans  EiRiEFIET 2% 45 32
Discretionary bonuses BIETEAL - -

3,733

The emoluments of the three (2020: two) individuals, other #HAEGZEMEZ =% (ZE-_FT&E : ML) At
than directors, with the highest emoluments are within the (EZEBRIN) 2MENFE T 5&EE :
following bands:

2021 2020

—EZ—F —EEHF

Number of Number of

individuals individuals

Hong Kong Dollars (“HKD”) B ([Exl) A AZ
1,500,001 — 2,000,000 1,500,001 — 2,000,000 -
2,000,001 - 2,500,000 2,000,001 - 2,500,000 2
2,500,001 — 3,000,000 2,500,001 — 3,000,000 -
3,000,001 - 3,500,000 3,000,001 - 3,500,000 -

e
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g e

9 OTHER COMPREHENSIVE INCOME 9 HiZ2EWA
(a) Tax effect relating to other comprehensive (a) HBHEHEMEZEWANTESE
income

No tax effect is credited to other comprehensive income for #HE-—ZT—-—@® xR -—"FT-"ZFEF+-_A=+—H

—_—< — T —<

the year ended 31 December 2021 and 2020. IFFE - SEFRESEFAEMEERA -

(b) Components of other comprehensive income, (b) HE2EWAAKITS (BIFEH
including reclassification adjustments DHEAE)

2021 2020

—2--F —T-FHF

RMB’000 RMB'000

ARBT T ARMETIT

Equity investments at FVOCI: BREMEERAEARE
TR ZIRARE

Changes in fair value recognised FRERZ AN ELE

during the year (note 16) (Hfz16) 61,041
Amounts transferred from fair value reserve B AR ERKE (TrEAER)

(non-recycling) to retained profits ERESREEN SR (26,153)
Net movement in the fair value reserve REMEAEB AR ZEFRN

(non-recycling) during the year recognised NABERELEFE

in other comprehensive income (FarsE AfE%) (75,185) 34,888
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10 EARNINGS/(LOSS) PER SHARE

(a) Basic earnings/(loss) per share

The calculation of basic earnings/(loss) per share is based
on the profit/(loss) attributable to equity shareholders of the
Company of RMB26,282,000 (2020: loss of RMB383,076,000)
and the weighted average of 4,488,419,156 ordinary shares
(2020: 4,662,666,959 ordinary shares) in issue during the
year, calculated as follows:

(i) Weighted average number of ordinary shares

NOTES TO THE FINANCIAL STATEMENTS

S 785 i A B

10 SREFN (BR)

(a) BREXEBEFN (EHE)

ERERNEMN (BE) DREAQARBROES
ANEMESEF,(FE) AR#26,282,0007T (=
T —T4F : 18 AR¥383,076,0000T) RER

B 217 M0 4E F 35 A% 14,488,419, 156/% I 38 i
—E T 4,662,666,9590 L@AY) 5T E -
STEOT
(i) 38 AR I FE S 19 IR B
2020
—E-EF

Issued ordinary shares at 1 January

R—A—BHZBETZBER 4,662,666,959

4,662,666,959

Effect of shares repurchased AR g (174,247,803) s
Weighted average number of ordinary R+—A=+—HB LBk
shares at 31 December AR K W ECEREN 4,662,666,959

(ii) Consolidated profit/(loss) attributable to ordinary equity
shareholders of the Company

iy AAFAETERBRERELEZESERN

Profit/(loss) attributable to equity
shareholders of the Company

(B1R)

ARARRMDFE AEEER

(iiiy  Earnings/(loss) per share

Basic earnings/(loss) per share

FRERRF (EE)

(E518)

2021 2020
:—g:_i = $
RMB’000 RMB’000
ARBT T ARBTT
(383,076)

(i) BREBER (FHE)
2020
_ ? —_ ? $
RMB 0.006 RMB(0.082)

ARM0.0067T ENE{(NLRp

(b) Diluted earnings/(loss) per share

There were no dilutive potential ordinary shares during the
years ended 31 December 2021 and 2020, and therefore,
diluted earnings/(loss) per share are the same as basic
earnings/(loss) per share.

(b) EBREEERF (F5E)

BE_ -8 _F_TF+_-_HA=+—H
LEE UESSETLTRAR  WEREBER
Fl/(E518) REREARF /(&E) H8E -
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11 INVESTMENT PROPERTIES, PROPERTY, 11 REYX  Y¥X - BERRE

PLANT AND EQUIPMENT

Office
equipment
Landand  Right-of-use Leasehold Motor and other ~ Construction Investment
buildings asses improvements  vehicles  fixedassefs  inprogress  Sub-ofal  properties Total
BAERME
REH
thEEF (RREE  EERE RE  EEEE  RRIR Nt RENE &3t
RMBO0O  RMBI00O RMB(000  RMB'000 RMB'000 RMB000  RMBOO0  RMBO000  RMB00O
ARETRT  ARETR ARETT  ARBTR ARETT ARETR ARMTR ARETR ARETR

Cost: A
Balance at 1 January 2020 R-E-EF-F-A
BAPR 331,993 313,572 93900 45378 132,596 89,347 1,006,786 147247 1,154,033

Exchange adjustments i3 (4,165) (5,748) (534)  (2543) (1,045) - (14,035) - (14,035)
Additions KE - 21801 7210 458 11,535 31,051 78,055 - T80%
Transfer from construction in progress ~ FAER T28E A 52620 - 663 e 1,057 (54,340) - E -
Decrease from disposal of a subsidiay B E—RIBARMEL - - = = (13906) - (1390) - (13906)
Disposals e - () (595 (@) (34606) o (3468 S (36468
Balance at 31 December 2020 2

TR 38048 62301 45314 42466 95,631 66058 692218 147247 839465
Balance at 1 January 2021 R-E_—F-F-H

anER 380,448 692,218 147247 839,465

Exchange adjustments A% (2304) (1,828) (5,685) (5,685)
Addions g - 8,032 82,015 82,015
Transfer from construction in progress ~ FAER L1288 A 16,200 8662 - -
Decrease from disposal of subsidiaries  BIHENBARMEL = (310) (9.239) (9,238)
Disposals (hE - (0] (11422) (11422)
Balance at 31 December 2021 R-E-—F+-A=1+-H

ki3 394,344 100577 77088 U747 89513
Accumulated depreciation: iE:
Balance at 1 January 2020 R-E-EE-F-A

A @76)  (23%5,794) (10108) (25869  (71,190) o E86%)  (9509)  (478208)
Exchange adjustments EHAE 1,288 3591 521 1,69 538 - 7,533 - 7533
Decrease from disposal of a subsiciary i E—FIBAAMHS - - - - 9,35 - 9,355 = 9,35
Impaitment loss HEEE (4075) = (7542) - (4019) - (1563%) - (1563%)
Charge for the year EEYIH (8939  (334%9) (7320) (3250 (12106) - (85054 (3881)  (6873)
Written back on disposals HERE = 235,072 51,731 391 32,391 - 319585 - 319585
Balance at 31 December 2020 R-E-ZE+-A=1-R

B (77466)  (30570) (2716) (2713 (45031) - (2916)  (131%0)  (226,106)
Balance at 1 January 2021 R-Z-—5-F-H

i 5 (12916) (13190  (226,106)
Exchange adjustments EHAE 3,047 - 3,047
Decrease from disposal of subsidiaries A ENBARMEL 5,33 = 5,3%
Charge for the year % (38,329) (3681)  (42,010)
Writien back on disposals HERR 10,719 - 10719
Balance at 31 December 2021 R-E-—%1+-A

= =i (86,687) (28,608) (52,724) (2,143)  (16871)  (249,014)
Net book value; FEFE
At 31 December 2021 R-E-—E+-fA=1-H 307,657 14,717 56,853 515,745 130,376 646,121
At 31 December 2020 R-E-ZE+-A=t-H 30202 31,731 12598 15333 50,600 66,008 479,302 134057 613,359
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11

INVESTMENT PROPERTIES, PROPERTY,
PLANT AND EQUIPMENT (Continued)

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

(i)

(i)

The land and buildings owned by the Group in
Taiwan were revalued at 31 December 2021 and
2020 on the open market value basis by reference
to market evidence of recent transactions for similar
properties by Duff & Phelps, an independent firm of
chartered surveyors. As at 31 December 2021, the
carrying amount of such assets would have been
RMB86,416,000 (2020: RMB87,434,000) had they
been stated at cost less accumulated depreciation
and impairment losses.

The land owned by the Group is located in Taiwan,
which has an indefinite useful life and therefore is
not depreciated. The carrying amount of the land
as at 31 December 2021 is RMB73,489,000 (2020:
RMB73,949,000).

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

As at 31 December 2021,
in Mainland China with carrying amount of
RMB97,069,000 (2020: nil) and Taiwan with carrying
amounts of RMB97,868,000 (2020: RMB99,047,000)
were pledged to banks as security for certain loan

land and buildings

facilities (see note 23).

NOTES TO THE FINANCIAL STATEMENTS

11

ME - BERRKR

S 25 A B i

REWZE WX BERRE
(&)
B (BEHEERESR

E) WREEE

(i)

(i)

(iiif)

(iv)

FRRARRARAT 2

AEERGEREAN T REFTER S
B —GER_F_FFT_H=1-FH
HBURFRAEMERMmE®2ER
UHELBRRZNMEER RO
MEEEETER R_F-_—F+=

A=+t—H ZFEEMNREERX
ARRGFFTERBEBEZIA/AR

#86,416,000L (T —_ZF : ARK
87,434,0007T) ©

RE l%*ﬁ‘Ziiﬂg{‘zﬁAé/g
ERAFH BT EFTE -
GENE—JE =qr=[E ¢ Ezif@z,ﬁﬁﬁﬁz%
AR ¥73,489,000L (ZZE =T F : A
R#73,949,0007T) °

BmEER

—E——

AEEREAEZ BFURR BN B
REH -

=B ==t = B = r =18 » [BIHNER
Bl i BR E E & A K #97,069,0007T
(ZZ=ZF &) RMUNREEREER
A R #97,868,000L (ZZE=ZFTF : A
R #99,047,0007T) 2 T RIEFEE
ARETERBE ZEREM TR (B2
BFzE23) °
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11 INVESTMENT PROPERTIES, PROPERTY,
PLANT AND EQUIPMENT (Continued)

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

(v) Investment properties

11 REYXE W% BERRHE
(#)

ME- - BMELZHR (BREEERESR

E) WRERRE (&)

(v) BENE

Net book value of investment properties

REWME 2 REFE

Fair value of investment properties
(level 3 fair value measurement using
significant unobservable inputs)

BREWMEZAARE (F=R
RAEFRAEARATAEE
BWARBE)

2021 2020
—E-—fF —ETF
RMB’000 RMB’000
AR¥T T AR¥EF T
130,376 134,057

195,015

As at 31 December 2021, the investment properties located
in Shanghai, Mainland China, were rented out under terms
of operating leases or held for capital appreciation. As at 31
December 2021, the fair value of the investment properties
stated in the consolidated statement of financial position at
cost less accumulated depreciation and impairment losses
is estimated at approximately RMB186,889,000 on an open
market, existing use basis, by reference to recent sales
price of comparable properties using market data which
are publicly available and made adjustments to reflect the
differences in the characteristics between the investment
properties and the comparable properties. The fair value
of the investment properties has not been evaluated by an
independent firm of surveyors. The Group has adopted the
cost model under HKAS 40, /nvestment property, to account
for its investment properties, and accordingly, the carrying
amounts of the investment properties were not adjusted to
the revalued amount at the end of the reporting period.
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RZEBE-_—F+_A=+—H RPEAH
BB EMERBLCEES RREHLFRE
EAEB R =_—F+=-A=+—8"
BERARRFTERBREBERGSHBMK
MEAENREMEN AR BRETHAARE
186,889,0007T * & A 7t BTy AR %5 IR A
BREEWRERAA]ARESTELARUR
MREEYERITELBMEZHNEHEEEN
MSEEME LM BB ENTRNERE
Mg - REMER R R EREE LA E /T
Mo REBERABTHE ST ERFEI0%R  KE
Y AR AREREYSE - At
RREARBREYFEAERARESHEE °



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

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

(vi)  Right-of-use assets

The analysis of the net book value of right-of-use assets by
class of underlying asset is as follows:

NOTES TO THE FINANCIAL STATEMENTS

S 785 i A B

11 REWE -UF BERR®E

(&)

ME- -BERZE (BEELEERESR

E) WRERIE (#)
(Vi) EREEE

BREBEEN B2 EREEERBFE 2O

W

31 December

2021

B2
+=A=+-8

Notes RMB’000
Kzt ARBT T

Properties leased for own use, carried at ~ FA{EERME  LKIFER

depreciated and impaired cost WEKAFHE

1 January
2021
=8 = i
==
RMB’000
ARBFT

31,731
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11 INVESTMENT PROPERTIES, PROPERTY,
PLANT AND EQUIPMENT (Continued)

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

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

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

11 REYXE W% BERRHE
(4)

ME- - BMELEEG (BRHEHEERREE

) WRERRE (@)

(vi) EREEE (&)

BN BT RANEEZFAXEEANAT

2021 2020
—E-—fF —ETHF
RMB’000 RMB’000
AREET T ARBTT
Depreciation charge of right-of-use AR & ERR RIS H rE A
assets by class of underlying asset: HEEETEMRX :
Other properties leased for own use THIEB AMAMYE 33,313
Plant, machinery and equipment G - HeES K&t 126
33,439
Interest on lease liabilities (note 5(a)) HESER B (Kit5(a) 3,276
Expenses relating to short-term leases ERACHEEREREEERE
and leases of low-value assets HEMRX 5,952
Variable lease payments not included in Rt AHEBEFERN A&
the measurement of lease liabilities HERRK 1,822

During the year, additions to right-of-use assets were
RMB3,961,000. This amount primarily related to the
capitalised lease payments payable under new tenancy
agreements.

Details of total cash outflow for leases, the maturity analysis
of lease liabilities are set out in notes 21(d) and 24,
respectively.

i. Other properties leased for own use

The Group has obtained the right to use other properties as

its warehouses and offices through tenancy agreements. The
leases typically run for an initial period of 1 to 6 years.
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REERN - HEFRAEEE A ARES,961,000
e xeBEBHEMBERZE FTNERN LA
ENFER -

HEReRLAE HEARINHBEITHF
B0 RIS M EE21(d) 224 ©

HIEEAMEMYIE
ERMEERZ  AEECERERE MY EE

RERERBRREMEN - ZEMEZNLE
EHR-—BA—ERF -



12 INTANGIBLE ASSETS

NOTES TO THE FINANCIAL STATEMENTS

S 785 i A B

12 EBREE

Software
licences
BT RE
RMB’000
ARETT
Cost: AR
Balance at 1 January 2020 RZZE-TF-—HA-HAzZ&EH 4,421
Additions ®E 2,018
Exchange adjustments [ 5 A= 9
Disposals HE (871)

Balance at 31 December 2020

N et e e e B R

Balance at 1 January 2021
Additions

R-F-—-A-AzkH
2%

Balance at 31 December 2021

Accumulated amortisation:
Balance at 1 January 2020
Exchange adjustments
Charge for the year
Written back on disposals

EHE 1
RZEZTF—H—B2&#H
bEE 5 3%
FEX WM
HERR

Balance at 31 December 2020

R-B-BFE+-_A=+—H2&&

Balance at 1 January 2021
Charge for the year

R-F-—F—H—HZ&E®
FEXH

?alance at 31 December 2021

Net book value:
At 31 December 2021

IREFEE
R=Z—_—%+=-A=+—H

At 31 December 2020

R=ZE_FF+-_HA=+—H 2,772

The amortisation charges for the year are included in FEE#EERTAGEBERITTHRER] T -
“Administrative expenses” in the consolidated statement of

profit or loss.

e
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13 GOODWILL 13 EE
RMB’000
ARBTT
Cost: D%
At 1 January 2020 R=_ZEB-_FF—H—H 258,051
Exchange adjustments bE X SR (33,711)

At 31 December 2020

R-—E_ZTF+_-_A=+—H

At 1 January 2021
Exchange adjustments

RZE=——%—HA—H
PE H &

At 31 December 2021

R = B =ar i H

Accumulated impairment losses:
At 1 January 2020
Exchange adjustments

RETRERSE :

At 31 December 2020

At 1 January 2021
Exchange adjustments
Impairment loss for the year

PE SR
FEREERE

At 31 December 2021

P i T e L

Carrying amount:
At 31 December 2021

BRMEIE :
RS — e R = G ]

At 31 December 2020

RZZE=ZEF+=-_A=+—H

224,340

224,340
(5,602)

218,738

(191,549)
30,756

(160,793)

(160,793)
4,147
(12,855)

(169,501)

49,237

63,547
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13 GOODWILL (Continued)

Impairment tests for cash-generating units
containing goodwill
Goodwill is allocated to the Group’s cash-generating units

identified according to places of operations and reportable
segments as follows:

NOTES TO THE FINANCIAL STATEMENTS

S 25 A B i

13 BE (&)
EEHEZHSELASEN ZRENR

BEIETAEBERETINZEMWHNE2RD
BATEE C R EE BN

High-end-consuming accessories  mimB B2 E

2021 2020
—E-—F —EZFTHF
RMB’000 RMB’000
AREET T ARET T
49,237 63,547

High-end consuming accessories

At 31 December 2021, before impairment testing, goodwill
of RMB42,407,000, RMB18,000,000 and RMB1,686,000 were
allocated to Born Talent Limited, B8 EBEMTIEEIEGR
A and BMmHEEEARIEAR AT within the high-end
consuming accessories segment respectively.

The recoverable amounts of the cash-generating units
are determined based on value-in-use calculations. The
key assumptions for the value-in-use calculations are the
discount rate and revenue/gross profit growth rate. The
Group prepares cash flow forecasts derived from the two
years financial budgets and extrapolates cash flows for the
following three years based on estimated annual average
growth rates in sales ranging from (10%) to 30% (2020:
5% to 26%), growth rates in gross profit ratio ranging from
(1%) to 8% (2020: 1% to 7%), at a discount rate from 11.1%
to 12.5% (2020: 10.8% to 11.4%). Cash flows beyond five
years period are projected using 3% (2020: 3%) growth rate.
This rate does not exceed the average long-term growth rate
for the relevant market. The discount rates used are pre-tax
and reflect specific risks relating to the relevant segments.
The growth rates are determined by management based on
the performance of the relevant cash-generating units and
their estimated future development.

Due to changes in market condition, the Group has revised
its cash flow forecasts for these CGUs. The carrying amount
of the CGU of Born Talent Limited exceed its recoverable
amount. As a result, an impairment loss against goodwill of
RMB12,855,000 was recognised during the year.

SimEHERE

R —F+-_A=+—H  ETREH
oA BB AR 42,407,000t A R ¥
18,000,000t & A R#1,686,0007TE % Bl 2 Bic
ERmEERESBRAMNESEBRAF - £
TEEMTIREEAR AR KEMNTH#RE
BEBRAA -

BEEAEMZKRE&ENIZEREBET
EET FHEBENECEERXARA X
RWA EFEER - REEREN T(10%)
BFI0% EHFEFHHEERRER (ZE-F
F 5% E26%) * I F(1%)E8% 2 F F =& i
ER(ZZE T F :1%27%) BN F11.1%
F125%2 B R X (ZF = T F :10.8%=
11.4%) REVEMEB IRTEE ~ 18 & 7 T80 KL i
EHBEE=ZFZRER AFHEMNE S RES
3% (ZZEZFF : 3%) WREFEM o ZHED
BB TSN Y REERE - FTAMLR X
AT E  WKREBRED BEEZFE
Bk ZEEEREXDHERERBEEBRSE
EBN 2 RARGEETRRERMET °

ARTREHIRES  AEEEEIZSHEE
FEBEMNMNEEREEN - £ BRARBEESE
FENNEEEEBENKESRE - At » F
NREREEREEE ARK12,855,0007T °
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14 INTEREST IN SUBSIDIARIES 14 RHBATRIZ#ER

The following list contains only the particulars of subsidiaries TXREZHIEREFELE  BEXKBBEEEKX
which principally affected the results, assets or liabilities g2 yHWE AR ZHIE - BIEZHIEH @ &
of the Group. The class of shares held is ordinary unless & %R AL m@A% o

otherwise stated.

Proportion of ownership interest

frRRE
Place of Group’s Particulars of
incorporation effective  Held by the Held by issued and
Name of company and business interest Company  subsidiaries paid up capital  Principal activity
R &EZ HNEAR EETRAR
NEER dfkgxes EREE BANARE ] ERGfE IEXE
Elegant Jewellery Holding Limited Hong Kong 100% - 100% 5,000,000 shares  Retail and trading of
of HKD1 each watches and jewellery
“EREREARAA &R 100% - 100% 5000,000% FHERAENTERES
BREEIAT
2B n
Alpha Key Investments Limited BVI 100% 100% - 1shareof USD1  Investment holding
REREERAR RERKES 100% 100% - RiEngRh RERR
Hengdeli Giant Dragon Limited BVI 100% 100% - 1shareof USD1  Investment holding
FEHERERAA RERAES 100% 100% - kxR RERR
Xinyu Hengdeli Investments Limited BVI 100% 100% - 1shareof USD1  Investment holding
HETEHREARAT KBRELEE 100% 100% - RIETZRG  RERR
Hengdeli International Company Limited  Hong Kong 100% - 100% 1 share of HKD1  Trading and management
service
FRNERERAT &R 100% - 100%  1RIETZRG EBSREBRE
Hengdeli Group Limited BVI 100% 100% - 1shareof USD1  Investment holding
FEHERAR A AEREES 100% 100% - IRERZRG REER
The directors are of the view that the Group has no #Hz-—=ZT-—GFpR-_FT-—FTF+-_HF=+—H
individually material non-controlling interest for the years |t E . =R AAEBVERARNTSEEX
ended 31 December 2021 and 2020. BRI R RS o
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15 INTERESTS IN ASSOCIATES 15

NOTES TO THE FINANCIAL STATEMENTS

S 785 i A B

REtE QAR 2w
2021
= —F
RMB’000
AREET T

Unlisted corporate entities ELEHmEAEE
Share of net assets EIEEEFE

The following table shows information of associates that are
material to the Group. These associates are accounted for
in the consolidated financial statements using the equity
method. The summarised financial information presented is
based on the HKFRS financial statements of the associates.

Name

Hengdeli Deyesion

TRIITHAKEEBER L
ZEMERNFTREEMBHRRAAERIEA
Bk o IR E R R T ER
BT S LR T R

International Shipping Limited

=

Principal place of business/country of incorporation
FTEEEM MR LER
Principal activities

% of ownership interests/voting rights held by the Group

rEERAZBEERBAAL T RERE

ZHENEER

RGERRAA]
Hong Kong
Ele

Engaged in provision of
shipping services

=R HHUERTS

46%
46%

2021
—E-—fF
RMB’000
ARBT T

218,887
(63,737)
(58,720)

96,430

At 31 December: RtE=H=—H"
Non-current assets IERBEE

Current assets MENEE
Non-current liabilities EREEE

Current liabilities mEaE

Net assets BEFE

Group’s share of net assets REEEGEEEFE

44,358

Year ended 31 December:

BE+-A=t+-—HLFE:

1,253,289
94,737
(1,461)

Revenue ON

Profit after tax Bigm
Other comprehensive income Hip 2 EKRA
Total comprehensive income EHERABEE

93,276

e

EERAERARA T SR ARER

2020
—E-THE

—=< —=

RMB’000
ARETT

UG {E

N A

Mark Ocean Limited

HEBRAT]

Hong Kong
i
Engaged in
vessel holding
EmMmEA
46%

46%

2021
—E_—F
RMB’000
ARET T

100,147
16,075
(105,662)
(110)

10,450

4,807

19,608
10,568
(163)

10,405
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NOTES TO THE FINANCIAL STATEMENTS
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15 INTERESTS IN ASSOCIATES (Continued) 15 REEQT2#ER ©)

The following table shows, in aggregate, the Group’s share TXRUUFEAF XGRS AEBFREEREARE Y
of the amounts of all individually immaterial associates that prA{ERIFEE AL AT LS8 o
are accounted for using the equity method.

2021
—EZ—fF
RMB’000
ARET T
At 31 December: R A =y 5l
Carrying amounts of interests ERAREE
Year ended 31 December: BET-A=1tT—HLEFE:
Profit for the year FE R
Other comprehensive income E2ERA
Total comprehensive income e PNCE
Dividends receivable from associates JE Wi Bk = A RIAR B
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16 OTHER INVESTMENTS 16 HHE
(@) Equity investments at fair value through other (a) EBHEHMEZEWRAZAABITEZ
comprehensive income IRARZE
31 December 31 December
2021 2020
—E-—F —ETF
a=V-EL =l +— A =+—H
Note RMB’000 RMB’000
HaF ARBT T AELESF e
Equity securities designated EEABBAEMEEKARZRAAE
at FVOCI (non-recycling) T2 (TAEAER) ZRAES
— Listed securities — EWmES (i) 355,750 485,766
— Unlisted fund investments —JELTESKE 169,314 =
— Unlisted securities — 3k ETES - 1,485
525,064 487,251
Notes: Kt -

Financial assets at fair value through other
comprehensive income (FVOCI) comprise equity
securities which the Group intends to hold for strategic
purposes, and which the Group has irrevocably elected
at initial recognition to recognise in this category.
RMB13,550,000 of dividends were received on these
investments during the year (2020: RMB8,839,000).

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

(i)

(i)

BEHEMEEARARAAENENEREE
BIEAEBERSEEEENNRAES A
5= E B R 1) 45 FE 52 B R 42 71 A 8 B
RZHEER - FRNEZSEREREREE
AR#13,550,000c (ZE_TF: ARK
8,839,0007T) °

i EEEDERNREX (@R
EBEERNS%) °

NV

e
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NOTES TO THE FINANCIAL STATEMENTS
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16 OTHER INVESTMENTS (Continued) 16 Hfbir& @)

(b)  Equity investments at fair value through profit (b) BEBEZEAAEBFEZRARE
or loss

AL Tglol-1l 31 December
2021 2020
—E-—F —ToFF
+ZA=+—H ==
RMB’000 RMB’000
ARBTT
Equity securities, at fair value BAES  BRAARE
— Listed securities — EWmEH 29,147

Notes: Bt -

(i) During the year RMB744,000 of dividends were received (i) RAFEEWEEBERIEARBEFEHR
on the equity investments at fair value through profit or BRI E ARK744000T (ZE=-F
loss (FVPL) (2020: nil). Fm)o

17 INVENTORIES 17 #E

(a) Inventories in the consolidated statement of (a) REGESHBRIR2EFEBE

financial position comprise:

2021 2020
—E-—F —T-EF
RMB’000 RMB’000
ARBT T ARBTTT

Raw materials AR
Work in progress TS
Finished goods LURK om

17,225 12,503
37,200 36,865
543,080 603,738

597,505 653,106

166 Hengdeli Holdings Limited Annual Report 2021




NOTES TO THE FINANCIAL STATEMENTS
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17 INVENTORIES (Continued) 17 =#E&#®)
(b) The analysis of the amount of inventories (b) BREBEXWFTABZZEFEHEE
recognised as an expense and included in DU :

profit or loss is as follows:

2021 2020
—E-—F —ETHF

RMB’000 RMB’000
ARET T ARBTT

Carrying amount of inventories sold EHFEERERE 937,824 1,061,685
Write down of inventories FE MO 32,238 313,754
Reversal of write-down of inventories FEMUR (90,967) (7,360)

879,095 1,368,079

Net realisable value of inventories is the estimated selling 7FEA&IEE AR SELKBRETHNEITEE
price in the ordinary course of business, less estimated SH{hEt5E T RO o ZEETERT) 42
costs of completion and distribution costs. These estimates  23$% : 2)F M ER : ) FIEEBRNFEEL IR
are based on 1) the sales volume history; 2) the ageing of g K4) RIEFENERSEE - SHBEAE
inventory; 3) physical condition of the inventories reported &34 HAk EHL(EZE (G5 o

from the shops; and 4) recommended selling prices set by

brand owners. Management reassesses the estimations at

the end of each reporting period.

e
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18 TRADE AND OTHER RECEIVABLES

18 RWE SRR EEWKE

RN Tlol-T@l 31 December
2021 2020
—E-—F —E-F
Rl +— A=+~
RMB’000 RMB’000
ARBT T ARETT

Current assets REEE

Trade receivables, FEUE 5 IR FOR B 1R 4
net of loss allowance

Other receivables, H th fE W SR IB RS 1R

net of loss allowance

339,971 187,197

233,586 264,399

Financial assets measured at LA SERKAGTE 2 S B E
amortised cost

573,557 451,596

59,192 83,891

632,749 535,487

Prepayment and deposits BNFERES
Non-current assets FRBEE
Prepayment and deposits BN RERES

1,598 1,642

634,347 537,129

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

Other receivables include advances to third parties of
RMB158,310,000 (2020: RMB213,285,000), which are
interest bearing at 6% per annum as at 31 December 2021
and are recoverable within one year. The advances to third
parties are fully secured by collaterals obtained by the
Group as at 31 December 2021.

168 Hengdeli Holdings Limited Annual Report 2021

MEVEENFTA B W E 5 Bk M E A YRR
BEAR —FRlE -

HtERFREBREEF=ZF2RARE
158,310,000 TW(=Z T = ZF F: AR ¥
213,285,0007T) ' R=FE=——F+=-HA=+—
HEEA6%  WAIN—FRKE - E=FHEK
BHAEER=-ZEZ—F+-A=+—REBH
ERRBEEIER -



18 TRADE AND OTHER RECEIVABLES
(Continued)

Ageing analysis

The ageing analysis of trade receivables (net of loss

allowance) at the end of the reporting period, based on the
invoice date, is as follows:
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18 EWESHRAKHMERKIE
()
Rl D M

FEW B SRR (EHBRERRE) NREHREZ
LEAHE ZIREDITANT

Within 3 months
Over 3 months but less than 12 months

3@ AR

Over 12 months HiE1218 A

HiB3EAE LR 1218 A

2021 2020
—E-—F —ETF
RMB’000 RMB’000
AR¥T R AR¥EFTT
271,248 168,318
65,791 6,215
2,932 12,664
339,971 187,197

Trade receivables are due within 30 to 180 days from the
date of billing. Further details regarding the Group’s credit
policy are set out in note 31(a).

19 LOANS TO ASSOCIATES

JEUE SRR A FAE HH#EFT30E 180 H 2IH -
EHASEEERRNE —TH BN F
31(a) °

19 REHUBEQTZEMN

2021 2020
—E-—F ZEZTF
RMB’000 RMB’000
ARBT T AREFTT

Loans to associates REBEAFZE

77,951 =

The loans to associates are unsecured, interest-free and are
repayable on demand.

RUBENAZEFREER 2ERARE
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20 DEPOSITS WITH BANKS

20 RITEX

Deposits with original maturities
over three months

REHPABE=[AZFX

21 CASH AND CASH EQUIVALENTS

(a) Cash and cash equivalents comprise:

Cash at banks and on hand RITRFEBS

2021 2020
—EB-—F —E_THF
RMB’000 RMB’000
ARET T P
273,796 226,880
21 BRERRESEEY
(a) BERBEEEVEIE
2021 2020
—E-—F —E-THE
RMB’000 RMB’000
ARBET T PAsERTE =T
661,017 1,014,983

As at 31 December 2021, cash and cash equivalents of
approximately 15% (2020: 14%), 67% (2020: 82%) and
18% (2020: 4%) were denominated in RMB, HKD and other
currencies, respectively.
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21  CASH AND CASH EQUIVALENTS 21

(Continued)

(b)  Reconciliation of profit/(loss) before taxation to  (b)
cash generated from operations:

BERBESEEY &)

BRBAER (BB REERS
REMHK :

Note
i3

Profit/(loss) before taxation

Adjustments for:

Depreciation of investment properties
and property, plant and equipment

Amortisation of intangible assets

Finance costs

Interest income

Impairment of property,
plant and equipment

Impairment of goodwill

Net (gain)/loss on disposal of property,
plant and equipment

Net realised and unrealised gain on
investments at fair value through
profit or loss

Rent concession

Lease modification

Loss on disposal of subsidiaries

Share of profits of associates

Dividend income from other investments

BRBADER(ER)
HEBIEA
BREMERME

5 KR T E
B EESE
BTSN
A BUA
WE - BB REERE

7 2R E

HEME - BB &
R )/ BIRFER

BERERAREFEZ
REZCERARKRER
DA EWRERFER

Gk a4

HEER]

HEM B AR EE

R NI

KB EAMERE S WA

5(c)
5(c)
5(a)
4(a)

4(b)
7S

4(b)

Operating profit/(loss) before
changes in working capital

Decrease in inventories
Increase in trade and
other receivables
Increase/(decrease) in trade and
other payables

EEETHBAN
mEER (E18)

FERD

FEE SRR E A
PN SRR A

R B SRR Ed

R SRIEIE N R D)

Cash (used in)/generated from
operating activities

ReEs (ARG
BE

2021
—E-—F
RMB’000
ARET T

18,701

42,010
749
3,109
(15,008)

12,855

(61)

(185)

3,983
(50,997)
(14,294)

862

31,192

(170,925)

63,865

(75,008)

2020
—E-EF
RMB’000
ARETIT
(354,200)
68,735
936
7,106

(23,604)

15,636

3,929

(3,608)
(17,691)
(40,583)

19,697

(8,839)

(332,486)
570,420
(53,744)

(76,608)

107,582
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21 CASH AND CASH EQUIVALENTS 21 BERBEZEEY &)
(Continued)

(c) Reconciliation of liabilities arising from (¢) BMEZHELEZEBYER:
financing activities:

The table below details changes in the Group’s liabilities TXRAAREEMETHELZBBEEIHEEE o
from financing activities. Liabilities arising from financing @& EFHEAZABBNARESRER LN KK
activities are liabilities for which cash flows were, or future |EREBRAAEB 2 GAE S REaEEZNEA
cash flows will be, classified in the Group’s consolidated E&EEZHIRLSEEZEE

cash flow statement as cash flows from financing activities.

Lease
Bank loans liabilities Total
RITEM HEAE Mt
RMB’000 RMB’000 RMB’000
AR¥ET T AR®T T ARBT T
(note 23) (note 24)
(B15t23) (Kiao4)

At 1 January 2021 N P = =] 29,918 33,666

Changes from financing cash flows: MERESRELE :

Proceeds from new bank loans MERITE RS RIE

Repayment of bank loans BEBITER

Capital element of lease rentals paid ENEEHENERED

Interest element of lease rentals paid EfNHEERSNH EHH

Interest paid ERFE

Exchange adjustments BEE 5 S EE

Other changes: Hit g5 :

Increase in lease liabilities from entering  REIREIZFHHEEM
into new leases during the period EmMnEEaE

Decrease in lease liabilities from HEREEEELEN
disposal of lease liabilities HEBERD

Decrease in lease liabilities from i &S BB 2 B EE A Y
disposal of subsidiaries HERERD

Interest charged SHRFIE

At 31 December 2021 RZZ=—F+=A

=i—E
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21 CASH AND CASH EQUIVALENTS 21 RERBASEEY &)
(Continued)

(c) Reconciliation of liabilities arising from (¢) ®BMEZHEEZEEHER : (&)
financing activities: (Continued)

Lease
Bank loans liabilities Total
RITER HERE fEt
RMB’000 RMB’000 RMB’000
ARBT T AREBF T ARBT T
(note 23) (note 24)
(Hfi223) (Kizt24)
At 1 January 2020 RZZE-_FF—HA—H 216,617 193,639 410,256
Changes from financing cash flows: MERESRELE !
Repayment of bank loans BERETER (178,665) = (178,665)
Capital element of lease rentals paid ENEERESHERILS = (90,544) (90,544)
Interest element of lease rentals paid ENHEERSHMNELS = (3,276) (3,276)
Interest paid BAFE (3,830) = (3,830)
(182,495) (93,820) (276,315)
Exchange adjustments i 3, 5 (25) (704) (729)
Other changes: Hi#E
Decrease in bank loan from HEWBRARELRN
disposal of subsidiaries RITE TR D (8,009) = (8,009)
Increase in lease liabilities from entering RERET T EM
into new leases during the period ENNHEERE - 27,801 27,801
Decrease in lease liabilities from HEBITEENHEE
lease modification BERD = (52,947) (52,947)
Decrease in lease liabilities from HEEREENHEE
rent concession BERD - (17,691) (17,691)
Decrease in lease liabilities from HEREBEEEN
disposal of lease liabilities MERERD 3 (25,888) (25,888)
Interest charged SHRFLE 3,830 3,276 7,106
(4,179) (65,449) (69,628)
At 31 December 2020 RZZEZTF+=HA
== 29,918 33,666 63,584
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21 CASH AND CASH EQUIVALENTS 21 BRERBEEEEY &)
(Continued)

(d) Total cash outflow for leases (d) HERSARLALE

Amounts included in the cash flow statement for leases A EHF AR S RERZSHEBENTRIE
comprise the following:

2021 2020
—EZ—F —ETHF
RMB’000 RMB’'000
ARET T AREET T

Within operating cash flows KEBEMET (1,105) (5,436)
Within financing cash flows BERSRESR (10,846) (93,820)

(11,951) (99,256)

These amounts relate to the following:

2021 2020
—E——F —EToFF
RMB’000 RMB’000
ARET T ARBTIT

Lease rentals paid BENHEERS 11,951 99,256
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21  CASH AND CASH EQUIVALENTS 21

(Continued)

(e) Disposal of subsidiaries

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

NOTES TO THE FINANCIAL STATEMENTS

S 785 i A B

BERBESEEY &)

(e) HEKHBATA
RAFEE KRR EHEETHBARAR @ MmEAT
HENRBARREEBHMEEFESW

disposal were as follows: T
2021
T —&F
RMB’000
ARET T
Other property, plant and equipment HibmzE - MENMEE 3,902
Inventories FE 13,402
Trade and other receivables JE U B 5 AR R % H A P UL 5K I8 15,456
Cash and cash equivalents ReERBeEEY 6,385
Current tax asset REATIIRE E 384
Trade and other payables FEHE 5 AR 3R N EL i B A< 5k I8 (22,852)

Lease liabilities HEAE (8,482)
Release of foreign currency FR R ONES A B A

translation reserve 30
Non-controlling interests FEIERR =
Net assets disposed of EHEEEFE
Loss on disposal of subsidiaries: HEMB A TEE
Consideration received in cash BUIRESRE
Net assets disposed of BEHEEEFE

Net cash inflow arising from disposal:
Consideration received in cash
Cash and cash equivalents disposed of

HEEEZRERAFE
BUERERE
BEHERERREEED
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22 TRADE AND OTHER PAYABLES AND 22 ENEBEZERAREMESNRE
CONTRACT LIABILITIES URENEE
ARG Tglol-1l 31 December
2021 2020
—B-—-F —=E =
TZA=+—H pyeiiEamad=
RMB’000 RMB’000
ARBET T ARETTT
Trade payables FERTE SRR 99,981 55,292
Contract liabilities EHEE 3,282 10,222
Other payables and accrued expenses H At B FRIE R ST & 53,893 52,049
157,156 117,563
Ageing analysis BEW D 4
The ageing analysis of trade payables at the end of the Ripatix . . RFAE[EFENMNEZEZZE
reporting period, based on the invoice date, is as follows: O
2021 2020
—E-—F —ET-FF
RMB’000 RMB’000
AREET T ARETTT
Within 1 month 18 B A 48,049 23,289
Over 1 month but less than 3 months 81 1E A B DR 31E A 43,585 10,258
Over 3 months but less than 12 months @3 ME A B 1218 A 8,199 8,076
Over 12 months Bim121E A 148 13,669
99,981 55,292

Typical payment terms which impact on the amount of
contract liabilities recognised are as follows:

1)

2)

176

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

When the Group receives a deposit before the shop
design and decoration service commences, this
will give rise to contract liabilities at the start of a
contract, until the revenue recognised on the project
exceeds the amount of the deposit. The amount of the
deposit is negotiated on a case by case basis with
customers.
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22 TRADE AND OTHER PAYABLES AND 22 BEHANESZERIREMEMNNRE
CONTRACT LIABILITIES (Continued) UREHNEE #)
Movements in contract liabilities SHEEEE
2021 2020
—E-—F —ET-EF
RMB’000 RMB’000
ARET T ARBETIT
Balance at 1 January R—A—BZ&& 10,222 15,904
Decrease in contract liabilities as a result  FRERU A FTEIHE A
of recognising revenue during the year FYzEaHaER>
that was included in the contract
liabilities at the beginning of the year (15,273)
Increase in contract liabilities as a result of FRIEHE TS FTE Y
receiving sales deposits during the year BB EEM 9,591
Balance at 31 December Tr= B Ear—=[El ZE % 10,222

No sales deposits received are expected to be recognised EDNEETESTBHENBBE —FEERA

WA e
23 RITER

IR Mg—E2 T EL= gt (=) 6
AR

as income after more than one year.

23 BANK LOANS

As at 31 December 2021, the bank loans were repayable as
follows:

2021 2020
=F=—F —FFF
RMB’000 RMB’000
ARET T ARBTT
Within 1 year or on demand 1E AR IR E K 46,925 2,322
After 1 year but within 2 years 1FEBER2FER 4,606 4,636
After 2 years but within 5 years 2FRIBREFN 13,819 13,908
After 5 years 5 1% 8,529 9,052
26,954 27,596
73,879 29,918
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23 BANK LOANS (Continued)

23 SRITER (#&)

As at 31 December 2021, the bank loans were secured as WR=-—ZT—-——F+—-_A=+—H ' ETEZHK
follows: T
2021 2020
:g:—ﬂi — 7 — ZE'E
RMB’000 RMB’000
AREET T ARBTT
Bank loans within one year or on demand —&ERHIZRERKEBEBHHRITER
Secured A 1 2,322
Bank loans after one year —FREENRITER
Secured Vg 26,954 27,596
73,879 29,918

Certain secured bank loans are all drawn down under
certain bank facilities secured by mortgages over certain
land and buildings of the Group with aggregate carrying
values of RMB194,937,000 (2020: RMB99,047,000).

As at 31 December 2021 and 2020, the banking facilities
were not subject to the fulfilment of the covenants based on
the lending arrangements with financial institutions. Further
details of the Group’s management of liquidity risk are set
out in note 31(b).

AR BHA RMES A AR 194,937,000
T (ZE=ZF : AR¥099,047,0007T) MHETF
T REFHIRBERERNE TERITEEERT
METAHEBERRITERE 2 PR -

%:z:—i& EFFFA=1+—8 "
ﬁﬂﬁ% BAXBRRBEESBEEBTL2E
REHEHNRFEET - EAEERHE
iHMEEMﬁ FEEBHR W EE31(b) °

24 LEASE LIABILITIES 24 HMERE

At 31 December 2021, the lease liabilities were repayable as W-ZE-—F+_-_A=+—H EEEHES
follows: BT :

2021 2020
—E-—F —ETHF
RMB’000 RMB’000
ARBT T ARETIT
Within 1 year A L 11,774 . 12,248
After 1 year but within 2 years 1FERER2ER 9,308 11,440
After 2 years but within 5 years 2FERZBNEER 2,560 9,415
After 5 years 5%1& 211 563
12,079 21,418
23,853 33,666
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25 EMPLOYEE RETIREMENT BENEFITS

As stipulated by the labour regulations of the PRC, the Group
participates in various defined contribution retirement plans
organised by municipal and provincial governments for its
employees. The Group is required to make contributions to
the retirement plans at rates ranging from 14% to 16% of the
eligible employees’ salaries for the year ended 31 December
2021 (2020: from 14% to 16%).

Pursuant to the labour regulations of Malaysia and Taiwan,
the Group joined defined contribution retirement plans for
its employees. The Group is required to make contributions
to the retirement plans at the applicable rates ranging from
2% to 15% based on the eligible employees’ salaries (2020:
from 2% to 15%).

The Group also operates a Mandatory Provident Fund
Scheme (“the MPF scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF scheme is a defined
contribution retirement scheme administered by independent
trustees. Under the MPF scheme, the employer and its
employees are each required to make contributions to the
scheme at 5% of the employees’ relevant income, subject
to a cap of monthly relevant income of HKD30,000 (2020:
HKD30,000). Contributions to the scheme vest immediately.

The Group has no other obligation for the payment of its
employees’ retirement and other post-retirement benefits
other than the contributions described above.
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25 EERKEF
KETEBTHRIBE  ~EBREEES
Z B ™R R A RBUTE 2 E R~ RUR RS
Ferdl e AEEEREBE=ZE=—F+=-A=
T—HEFENEEREZZREBERIIZEEZ
HFMIEN T14%Z16% (ZE T F : 14%=2
16%) Z L EFERRETEIHEK -

hsi

Hol

AEBERBESRALZRAENS AN SHE
B2 MERBBRIRKTE - HEAERBENE
BREXWBNCEE CHFMAER - WD
F2%E15% (ZE 2 F : 2%E15%) 2 A
LR BEIRIRET BN -

REBIRBEFERGEREEASGRN - B
REESEREAZEZIEERLEHMEARE
ZFt 8l ([REERFE]) - BESFHE BB
EREAEEZEBEHFENRETE - RIFRES
AtEBERERERAARREEZERKA
Z 5% 5K+ M PA30,0008 T (Z T Z T F -
30,0008 7T) RBABBBAZ LR - FHEIH
R REEMA -

Br 5RO REBBBREEE ZRIKR
HA RN R @M FAEEMEE -
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26 EQUITY SETTLED SHARE-BASED
TRANSACTIONS

(a) The 2015 share option scheme

On 19 May 2015, a share option scheme was established
which will be used to grant option to selected participants
including but not limited to directors and employees of the
Group in order to provide incentives or rewards for their
contributions to the Group. As at 31 December 2021, no
option was granted under the 2015 share option scheme.

(b) Share award scheme

Pursuant to a share award scheme approved by the Board
in 2015, the Company may purchase its own shares and
grant such shares to certain employees or consultants of the
Group. During the year ended 31 December 2021 and 2020,
no share has been granted to the Group’s employees and
directors under the share award scheme (see note 7).

The consideration paid for the purchase of the Company’s
shares is reflected as a decrease in the capital reserve
of the Company. The fair value of the employee services
received in exchange for the grant of shares is recognised
as staff costs in profit or loss with a corresponding increase
in capital reserve, which is measured based on the grant
date share price of the Company.
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(a) ZE—AFBERETS
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RREETE] - AR MCEHES2MEE (RIERATR
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RAEEMEER - RZE=_—F+=-A=+
—B BERE_T - AFERETEHERHE
Rk -

(b) MHEREETE

REEEFEN _Z-—RFHEZRGO B/

g ARARABEEEIBRNRAAKEET

BREIBERLEERD REBEE-_T_—F
—EFFT_RA=t—HLHFE HER

BEROZEHAIRTAERERERESRD (B

2 RMEET) °
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27 INCOME TAX IN THE CONSOLIDATED 27 HZEHMBEMRRRZAEHR

STATEMENT OF FINANCIAL POSITION
(a) Current taxation in the consolidated statement (a) #x& B Ak TR = 75 HA FE 48 %1 18

of financial position represents: 1
2021 2020
—E-—F —ET-FF
RMB’000 RMB’000
AR¥T T ARET T
Current tax — Hong Kong Profits Tax REABIIE — BB RSB
Provision for the year INF SR =
Tax refund R 2,429
Tax paid B IE (11,615)
Exchange adjustments b 5 AR (637)
(9,823)
Balance of Profits Tax provision BAFE NGB RER R
relating to prior years 22,948
,,,,,,,,,,,,,,,,,, 18ale8
Current tax — Overseas ARHEABIIE — g oh
Provision for the year NEFHHE 537
Tax refund R 165
Tax paid B FRIE (8,883)
,,,,,,,,,,,,,,, (8,181)
4,944
Represented: 15
2021 2020
—E-—F —EFTHF
RMB’000 RMB’000
AR¥T T ARBTIT
Current tax recoverable ANEA P U BB IE (178) (235)
Current tax liabilities NEAFRIBE & 3,587 5172
3,409 4,944
EERAZERARAT T AEAEH 181
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27 INCOME TAX IN THE CONSOLIDATED 27 ZEMBURRRZAEH @
STATEMENT OF FINANCIAL POSITION
(Continued)

(b) Deferred tax assets and liabilities recognised (b) CERELEHREEERER

(i) Deferred tax assets recognised (i) ERERELEHBEEE

The components of deferred tax assets recognised in REBEE-T - —FR_FT-_TF+_H=+—

the consolidated statement of financial position and the HIFFERELFEE T BN K NHER ZELEH
movements during the years ended 31 December 2021 and BEEEZAXBY REZHEHINMAT :
2020 are as follows:

Related
Temporary  depreciation
difference on  in excess of
Inventory  Taxlosses  adoption of  depreciation  Credit loss
provision  not utilised HKFRS16 allowances allowance Others Total
L e L]
ANE E165%K BREiTE FEEE
HEER hak# ERZR HBNERG it Bt &3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TR  ARBTR  AR®TR ARBTR ARETR  ARMTR  ARETR

Balance at 1 January 2020 RZZ-TE-A-AzEH 3,158 5,957 19,125 4,116 319 12328 34,003
Debited to profit or loss TEEmR (1,835) (5,793) (19,125) (4,116) (319) (1,328) (32,516)
Disposal of subsidiaries HENBAF (1,574) - - - - - (1,574)
Exchange adjustments I % 251 (112) - - - - 139

Balance at 31 December 2020 R=ZE-EE+-A=1-H

b 5
Balance at 1 January 2021 RZE--5-A-Az&H
Credited to profit or loss TAEE
Exchange adjustments B AE

Balance at 31 December 2021 e S
LR
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27 INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(Continued)

(b) Deferred tax assets and liabilities recognised
(Continued)

(ii) Deferred tax liabilities recognised

The components of deferred tax liabilities recognised in

the consolidated statement of financial position and the

movements during the years ended 31 December 2021 and
2020 are as follows:
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27 HEUBURRRZFAEHR @

(b) ERIAELHBEERER (&)
m ERERELERESE
EtﬁfWEFAW%#R%W% Zﬁkm
BREZEKES REBEFIWT

Depreciation
allowances in
excess of related
depreciation

wERE

HBBEREITE

RMB’000

ARET T

Balance at 1 January 2020 R-E_TF—A—HZ&H% 1,956
Charged to profit or loss EEHR TDB% 515
Disposal of subsidiaries HERBA (6)
Exchange adjustments PE X % (140)

Balance at 31 December 2020

REZZ-ZFE+ A=+ BZEH

Balance at 1 January 2021
Credited to profit or loss
Exchange adjustments

KRB —F—A—HZ&®
F AR
D& b

Balance at 31 December 2021

RZB-_—F+_A=+—RHZ&E%
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27 INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(Continued)

(c) Deferred tax assets not recognised

In accordance with the accounting policy set out in note
1(s), the Group has not recognised deferred tax assets
of RMB106,674,000 (2020: RMB194,734,000) in respect
of cumulative tax losses as it is not probable that future
taxable profits against which the losses can be utilised will
be available in the relevant tax jurisdictions and entities. The
tax losses for subsidiaries in Mainland China and Taiwan
will expire during the periods from 2021 to 2025 and from
2021 to 2030, respectively. The tax losses for subsidiaries
in Hong Kong and Malaysia do not expire under current tax
legislation.

(d) Deferred tax liabilities not recognised

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

At 31 December 2021, temporary differences relating
to the undistributed profits of subsidiaries amounted to
RMB105,391,000 (2020: RMB88,368,000). Deferred tax
liabilities of RMB5,269,000 (2020: RMB4,418,000) have not
been recognised in respect of the tax that would be payable
on the distribution of these retained profits as the Company
controls the dividend policy of these subsidiaries in Mainland
China and it has been determined that it is probable that
these profits will not be distributed in the foreseeable future.
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28 CAPITAL, RESERVES AND DIVIDENDS 28 EX - HEERKRE
(a) Movements in components of equity (a) HEFHEMRED =5

The reconciliation between the opening and closing AEEGAERIRZBRIPD 2 ET R EKRER
HEFANGERRBRR - ARARNFNREF

Rz BRI AR EBFEHIIMT

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

the year are set out below:

The Company VNN
Fair Value
Capital reserve
Share Share  redemption  Capital (non-  Exchange  Accumulated
capital  premium reserve  reserve  recycling)  reserve losses Total
EL:
(A4
Rx  ROEE RAEERE EARE EABR) ENGR  ZHER 3t
Note  RMB'000 RMB'000  RMB'O00 RMB'000  RMB'000 RMB'O00  RMB'O0D  RMB'000
i ARBTn ARETn ARETR ARETR ARETR ARETn ARETn  ARETR
Balance at 1 January 2020 W-B-BE-B-RAEh 20337 2,620,409 761 - (2734) (237,754) (1,278.869) 1,124,150
Changes in equity for 2020: R-E-SEEREE
Profitfor the year ERRT - - - - - - 4389 4389
Other comprehensive income R EH2ERA
for the year - - - - 83,264 (80,096) - 3,168

Balance at 31 December 2020

RZB-EE+ZA=T-BeiR

2,331

Balance at 1 January 2021

Changes in equity for 2021;

RoB--£-A-Hu&h
RIB--FEGEE !

22,337

2,620,409

2,620,409

(317850)

(317850)

(1,274,480)

(1,274,480)

1,131,707

1,131,707

Profit for the year ERAT i
Other comprehensive income~~ EEEMAEIA

for the year (34555)  (28676) (63431)
Total comprehensive income ~ 2ERAEE (34555)  (28,876) (55,059)
Shares repurchase kir&E (821)  (49,838) (49,838)
Amounts transferred from fair ~ HEREEARLERE

value reserve (non-recycling)  (FAIBAER) BEE

{o retained profits upon sz 28

disposal of investments

Balance at 31 December 2021

RIEC-E{ZA=t-Puih

2,570,571

e

1421

4739

(346,726)

(1421)

(1,267529)

EERAERARA T SR ARER

1,026,810
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28 CAPITAL, RESERVES AND DIVIDENDS 28 EX - REERKRE @)
(Continued)

(b) Dividends by EKE

The directors do not recommend or declare the payment of EFTEZHERBE_ZT-_—FER=_ZT_F

any dividend in respect of the years ended 31 December F+-A=+—HIEFENEMIKE °

2021 and 2020.

(c) Share capital (c)

2021
—E--F
Number of
shares

it =

Authorised: $EE
Ordinary shares of HKD0.005 each ~ BREE0.005/5 7T 2 L&A 10,000,000,000

Issued and fully paid: BRIRAR

At 1 January ®—H—H 4,662,666,959
Share repurchased EERRH (197,860,000)
At 31 December = Se=1E 4,464,806,959

[
Authorised and issued share capital EE R B BEITARA

Amount
HKD
¢85
B

50,000,000

23,313,334

(989,300)

22,324,034

equivalent
wa
RMB’000
ARETR

AR

2020

—E-F
Number of Amount
shares HKD
&8
RHEE BT
10,000,000,000 50,000,000
4,662,666,959 23,313,334
4,662,666,959 23,313,334
equivalent
k=)
RMB’000
ARETT
22,337

The holders of ordinary shares are entitled to receive LEBRFEAEAGHUBTETREZRS @ 55
dividends as declared from time to time and are entitled to & —ERHAIIRAATBEEARES FIE—Z - A7

one vote per share at meetings of the Company. All ordinary A EZ@BREAARRGBEEF L EZE RZH

shares rank equally with regard to the Company’s residual <o
assets.
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28 CAPITAL, RESERVES AND DIVIDENDS
(Continued)

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

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

(ii) Capital reserve

The capital reserve comprises the following:

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

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

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

(iiiy  Exchange reserve

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

(iv)  Fair value reserve (non-recycling)

The fair value reserve (non-recycling) comprises the
cumulative net change in the fair value of equity investments
designated at FVOCI under HKFRS 9 that are held at the
end of the reporting period (see note 1(f)).
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(i) EREFE
EHRERREREREENEEE A ARKI
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B2 REBRBMBREERNFOMRIE T BEEM
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28 CAPITAL, RESERVES AND DIVIDENDS
(Continued)

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

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

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

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

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

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

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

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

The aggregate amount of distributable reserves of the
Company as at 31 December 2021 was RMB1,350,438,000
(2020: RMB1,426,459,000).

(e) Capital management

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

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

The Group monitors its capital structure on a basis of a net
debt-to-capital ratio. For this purpose, adjusted net debt is
defined as total debt (which includes total interest-bearing
borrowings) less cash and cash equivalents and deposits
with banks. Capital comprises all components of equity.
The net debt-to-capital ratio as at 31 December 2021 is
(26%) (2020: (35)%). During 2020, the Group’s strategy was
unchanged from 2020.

Neither the company nor any of its subsidiaries are subject
to externally imposed capital requirements.
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(d)y fRFEHNHEEREN &)

(vi) A IREEE

BREREHSARE  NARAEARNRE
BRBRRZDIREKRE  EAERD AR EREE
EX DRI EBEEMDAIN AT XBBE
RERI BB AR

R-ZZE-—F+=-A=+—H AAFFAHS
K 56 4858 B A R #51,350,438,0007T (—ZZE =
T . AR¥A,426,459,0007T) ©

(e) EBEAEHE

AEBEREAZTERABRNREARE R
BIREe ) KMBEBERBKFHALEEZE
mEREEBANESAEXRANRE - #iE
RBRAEDR - BEMN AR EAIENS -

A BT R BRI A AR -
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BTE  WEBEEEEOR (YA AR
A -
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TR BERNBEMERRAKRLD - RZF=
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29 COMMITMENTS

Capital commitments

Capital commitments outstanding as at 31 December 2021
not provided for in the financial statements were as follows:

29 &iE

BAEYE
R-EBE-_—F+_A=+—BHEABTARR
B 53R R NET IRl 2 BANEESH T

Contracted for EHED

2021 2020
—E_—F —EETF
RMB’000 RMB’000
ARBF T ARBFT

54,274 12,288

30 MATERIAL RELATED PARTY
TRANSACTIONS

(a) Key management personnel compensation and
post-employment benefit plans

Remuneration for key management personnel of the

Group, including amounts paid to the Company’s directors

as disclosed in note 7 and certain of the highest paid

employees as disclosed in note 8, is as follows:

30 EXBEARS

(a) FTEEEAEHRMRBEBERER

=t &l
AEETEERABRFMERNTARAES
(RIE7HE) RETRSFHHMESR (KHTEs
WE) 228 FBWET

RS RN
BER AR A

Short-term employee benefits
Post-employment benefits

2021 2020
—E-—F —ETHF
RMB’000 RMB’000
ARET T ARBTT
10,812 13,001
60 64
13,065

Total remuneration is included in “staff costs” (see note
5(b)).
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30 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(b) Recurring transactions
The Group

NOTES TO THE FINANCIAL STATEMENTS

S 785 i A B

30 EXBEEIRS (&)

Shop design and decoration services
provided to Primetime Group
(formerly known as Xinyu Group)

Goods purchased from Primetime Group

Payment made on behalf of the

R EE (FIEHTEE) RHE
2 IESRE RERIE RS

BEKEEREE ZAM
R EER KRB QR AT

KEE
2021 2020
—E-—F —EFTHF
RMB’000 RMB’000
ARET T ARBTT
26,118

subsidiaries by Primetime Group ZRIE =
Receipt on behalf of Primetime Group B8 23 B 2% B By A5 [ U ER

by the subsidiaries ZRIE =
Goods and services purchased from BEtE AREE 2B m &R

associates -
Rental and electricity income from REBERAZHEES RENRA

associates 3

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

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

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

ARAEZR/ALBEET RS IERTEER
R -REEGTET BERRERFARS
Z AT

(c) FEBEEXZzLHRAERM

BHEE T RA RN EERN 2 ERRH R
SRR 2 BB 2 P LT R AU 1A
EENFEEBERS  ARNEBERTBR
ST FIRAIE14AS TR BERE -

e
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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES

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

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

(a) Credit risk

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

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

Trade receivables

The Group measures loss allowances for trade receivables
at an amount equal to lifetime ECLs, which is calculated
using a provision matrix. As the Group’s historical credit
loss experience does not indicate significantly different loss
patterns for different customer segments, the loss allowance
based on past due status is not further distinguished
between the Group’s different customer bases.
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31  FINANCIAL RISK MANAGEMENT AND

FAIR VALUES (Continued)
(a) Credit risk (Continued)

Trade receivables (Continued)

The following table provides information about the Group’s
exposure to credit risk and ECLs for trade receivables:

Current (not past due)
Less than 3 months past due
More than 3 months but

less than 12 months past due
More than 12 months past due

BNER (CRa#HA)

B 31E A
BHBE@3EAEIR

121E A

aHE®1218 A
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31 HXEREERALE @)

(a) fEERkE (&)
FEW B 5 8RR (A7)

TRINTEBASERBYEZRREERAE
BREMRIAREEBERE

Expected
loss rate
L= ES
%

Btk

0.01%
0.1% — 2%

1% — 20%
25% — 100%

2021
—E_—F
Gross
carrying

amount
HARE(E
RMB’000
ARBFR

314,812
15,509

8,020
8,210

Loss
allowance
iR
RMB’000
ARET T

31

346,551
2020
—_E_FTF

Gross
Expected carrying Loss
loss rate amount allowance
TRERR R X HARREE E R E
% RMB’000 RMB’000
Bkt ARET T ARET T
Current (not past due) BDHEA (R#1E7) 0.01% 151,640 15
Less than 3 months past due B8R A 31E A 0.1 — 2% 19,891 199

More than 3 months but mHARE3E A E DR

less than 12 months past due 121E A 1% — 20% 18,815 3,617
More than 12 months past due 1 HA R 8 1 21E A 25% — 100% 3,540 2,858
193,886 6,689
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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(a) Credit risk (Continued)
Trade receivables (Continued)

Expected loss rates are based on actual loss experience
over the past three years. These rates are adjusted to reflect
differences between economic conditions during the period
over which the historic data has been collected, current
conditions and the Group’s view of economic conditions
over the expected lives of the receivables.

Movement in the loss allowance account in respect of trade
receivables during the year is as follows:

31 BREREERAAE(#)

(@) FERMK (&)

FEWE 5 BRI ()
HHBAERBEE=FNERBELRITE -
25 ) R AR TR A R MR U R T S B AR
PR~ BT A A R AN 42 B 4 B LK 3R OB T
HE Y EBERROB L HER -

FRNEHARWE ZRFNERRER 2 Z80
E

2021 2020

—E-—F —ET-FF

RMB’000 RMB’000

AREET T ANERES ST

Balance at 1 January R—A— B2 &% 6,689 4,448
Impairment losses recognised during the year FAEERBERE 4,701 2,407
Disposal of subsidiaries HE M B A A - (166)
Amounts written off s < 28 (4,810) =
Balance at 31 December Nt A=+—Bz&& 6,580 6,689
The following significant changes in the gross carrying M TNEWESREFREEEREZEALTHEH —

amounts of trade receivables contributed to the decrease in
the loss allowance during 2021:

- decrease in days past due over than 3 months but
less than 12 months resulted in an increase of loss
allowance of RMB2,727,000; and

- increase in days past due more than 12 months
resulted in an increase in loss allowance of
RMB2,646,000.

- decrease in days past due less than 3 months resulted
in a decrease in loss allowance of RMB44,000.

- increase in current resulted in an increase in loss
allowance of RMB16,000.

Other receivables

Impairment of other receivables are measured as either
12-month ECL or lifetime expected credit loss, depending
on whether there has been a significant increase in credit
risk since initial recognition.
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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(b)  Liquidity risk

Liquidity risk is the risk that the Group will not be able to
meet its financial obligations as they fall due. The Group’s
policy is to regularly monitor its liquidity requirements
and its compliance with lending covenants,
that it maintains sufficient reserves of cash and adequate
committed lines of funding from banks to meet its liquidity

requirements in the short and longer term.

Within 1
year or on
demand
150/
FREX
RMB'000

ARETR

Trade and other payables excluding
contract liabilities
Secured interest-bearing loans

ER B AR MR
(FREANER)
REMTRER

153,874
49,130

203,004

to ensure
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31

(b)

R -

HBREREERAALE ®)

/)ILE%%H'@’;
ﬁ@ﬁ@@@%$%@ﬁ%@%@ﬁ%%ﬁ&

FRNE

S EE R RARITIRE &S

AEENBRETE

REBTEERA
EEEE

ﬁLE?J,HﬂE'\J/mibﬁﬁﬁj: o

For the year ended 31 December 2021

Within 2
years but
over 1 year
2EHR
Ehaks
RMB'000
AR®TR

BE-RC

over 2 years

[E@B2fF

ARETR

-ETZAZT-ALER
Within 5
years but

Undiscounted
contractual
cash flow
REBEH
RenE
RMB'000
ARET T

QOver 5
years
5ELR
BB5E
RMB'000
ARETT

RMB'000

= 153,874
14,564 77381

14,564 231,255

For the year ended 31 December 2020

/\lllbﬁéﬁ
L‘ME%E%TE’\JEE

R LA

Carrying
amount

REE
RMB'000

ARBTR

153,874
73,879

227753

HE-B-RET-A=+-ALER
Within 1 Within 2 Within 5 Undiscounted
year or on years but years but Quer5  contractual Carrying
demand  over 1year  over 2 years years cash flow amount
1M PED SERIR RN
JEER  BERIE  EEEE s Rene BEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR  ARETR ARETT  ARETR  ARETR
Trade and other payables excluding (T E SRR R TR
contract liabilities (PaEANER) 107,341 - - - 107,341 107,341
Secured interest-bearing loans AR EER 2741 5,022 14678 9,246 31,687 29,918
110,082 5,022 14,678 9,246 139,028 137,289
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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(c) Interest rate risk

Interest rate risk is the risk that the fair value or future cash
flows of a financial instrument will fluctuate because of
changes in market interest rates. The Group’s interest rate
risk arises primarily from interest-bearing loans.

Borrowings issued at variable rates and fixed rates expose
the Group to cash flow interest rate risk and fair value
interest rate risk respectively. The interest rates and maturity
information of the interest-bearing bank loans disclosed in
note 31(c)(i) and note 23 respectively.

The Group’s policy is to manage its interest rate risk to
ensure there are no undue exposures to significant interest
rate movements and rates are relatively fixed. The Group
does not account for any fixed rate financial liabilities at fair
value through profit or loss, and the Group does not use
derivative financial instruments to hedge its debt obligations.

(i) Interest rate profile

At the reporting date the interest rate profile of the Group’s
interest-bearing financial instruments was:

31 KEREERAAE®)

(c) F=ER
NERRLS—IES
B B T 45 ) R B TR B B LR o
MEEBREBRBFAEER -

BMTANAAERRERS
AEEZ

AT EREREFEMNEELNEESCKER
BRI 2 E F R R K& ’Aftfﬁﬂﬂ—k”?
AAERITERZ M X REIHE KD IR K &
31(c)(i) R MIFE23 K B -

AEE 2 R AE B E A R E R ARERHBE
BEEANXEHRAHEEN R 2ER - N&E
B EET AT RBERRRAARBIRZERE
NMESREE TEATESRTASDEE

HELE

(i N=REHR

AEENHRE BN ORI ARTERE
i

2021 2020
ZBI-F “Z-TF

Effective Effective
interest rate RMB’000 interest rate RMB’000
BRFI= ARET T EBME ARETT

% %

Variable rate instruments AEFETA

Secured interest-bearing loans BEEAEER 1.40% — 4.00% 1.70% - 3.06% 29,918
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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(c) Interest rate risk (Continued)

(ii) Sensitivity analysis

At 31 December 2021, it is estimated that a general
increase/decrease of 100 basis points in interest rates, with
all other variables held constant, would have increased/
decreased the Group’s profit/(loss) after tax and retained
profits by approximately RMB626,000 (2020: RMB239,000).
Other components of consolidated equity would not be
affected in response to a general increase/decrease in
interest rates.

The sensitivity analysis above indicates the annualised
impact on the Group’s interest expense that would arise
assuming that the change in interest rates had occurred
at the end of the reporting period and had been applied to
floating rate instruments which expose the Group to cash
flow interest rate risk at that date. The analysis does not take
into account exposure to fair value interest rate risk arising
from fixed rate instruments as the Group does not hold any
fixed rate instruments which are measured at fair value in
the financial statements. The analysis is performed on the
same basis as 2020.

(d) Currency risk

The Group is exposed to currency risks primarily through
sales, purchases and borrowings that are denominated in a
currency other than the functional currency of the operations
to which they relate. The currencies giving rise to this
risk are primarily RMB and HKD. In respect of monetary
assets and liabilities denominated in foreign currencies, the
Group’s policy is to ensure that its net exposure is kept to
an acceptable level by buying or selling foreign currencies
at spot rates when necessary to address short-term
imbalances.

RMB is not freely convertible into foreign currencies. All
foreign exchange transactions involving RMB must take
place through the People’s Bank of China or other institutions
authorised to buy and sell foreign exchange. The exchange
rates adopted for the foreign exchange transactions are the
PBOC rates.
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(c) FIERP (&)

(i) BWRBREDIW
MNoBE-—F+=-A=+—08 ' 4=
T/ TREA100E S MABAEM T ERNE#
BRE Gt AEENHEEE,(EE) Bl
o/ mA R AR S F #) AR #626,0007T (=&
—ZTFE: AR#D239,0007T) © A RERH A M
AR BT SAMENER EA  TRME

|| B2 48R
B E o

NEBRESMBET  BRENBEHRLEN
REgg YERNZAHEAEASEEHES
MEMNERRRNZETAR  AEEMNFSH
XAIREHBENFLEE AR ARELEFE
EARMBEREANRAABHENEEN KT
B oMY ESAREENERTAEENAR
EBENXEAR -  SME_Z_TFHE-—EEE
TE

d) HE¥EB

REBMAZHEERREE RS EELER
BUEEE AN S ENBE  BERE
BoBANRBRNEEIBAARBRET -
RUNEHEN S S EERBENS - A%E
REZSEEARMMAKEEING - AR
RS ERMO K TR S AR M AT K

ARBTGEHEIEKINE - HESRARE
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RHPBRARRITERE °

FRAERA RAT R R 197



NOTES TO THE FINANCIAL STATEMENTS

g e

31 FINANCIAL RISK MANAGEMENT AND 31 BMBEBEERAAME®)
FAIR VALUES (Continued)

(d)  Currency risk (Continued) (dy EB¥E &)

(i) Exposure to currency risk (i) BE¥ RO

The following table details the Group’s exposure at the THRFMAEENRFERREBREERERE
end of the reporting period to currency risk arising from (ABBEEEINGEERKUIINNERFE) EEX
recognised assets or liabilities denominated in a currency E#¥ERRD

other than the functional currency of the entity to which they

relate.
As at 31 December 2021
(expressed in RMB)
R-ZE-_—F+=-A=+—H
(UAAREZ75)
RMB’000 RMB’000
AR®T T AR®T T
Cash and cash equivalents HWEREESEEY 1,599 155
Overall net exposure R b SRR 1,599 155
As at 31 December 2020
(expressed in RMB)
AR B =g
(AAREZ3)
RMB’000 RMB’'000
ARBEFIT ARETIT
Cash and cash equivalents HERIRNEGZEEY 71,667 120
Overall net exposure e b 3R 71,667 120
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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(d)  Currency risk (Continued)

(ii) Sensitivity analysis

The following table indicates the instantaneous change in
the Group’s profit/(loss) after tax and retained profits for the
year that would arise if foreign exchange rates to which the
Group has significant exposure at the end of the reporting
period had changed at that date, assuming all other risk
variables remained constant. The sensitivity analysis
includes balances between Group companies where the
balances are denominated in a currency other than the
functional currencies of the lender or the borrower.

Increase/
(decrease)

in foreign
exchange rates
ExtH,/
(TH)

HKD

RMB ARE

The sensitivity analysis above has been determined
assuming that the change in foreign exchange rate had
occurred at the end of the reporting period and had been
applied to each of the Group entities’ exposure to currency
risk for financial instruments in existence at that date, and
remain

that all other variables, in particular interest rates,

constant. The stated changes represent management’s
assessment of reasonably possible changes in foreign
exchange rate over the period until the end of next annual
reporting period. The analysis is performed on the same
basis for 2020. Other components of consolidated equity
would not be affected in response to a general increase/

decrease in exchange rates.
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31 BHEREERAAE &)

(d) E¥mk &)

(i) BEREDN
TRERAEBFAREBEHN (BE) KRB
Sin M) PR S £ (&) FT A 52 2 K B B Y B R A 3R 5 H
REE (BREFMEEMEARSE SIS TE) Olge
HEMENREE SRESMEEEEQAME
2R MASEHRTIAERASKERATEE
BRI EEEETE ©

2021 2020
—2--F ZZCEE
Increase/

Effect on profit (decrease)  Effect on loss
after tax and in foreign after tax and
CIEELRIOIIEM exchange rates  retained profits
HRBENR BXLF/ BHEEENR
REBNNZE (TR) ®REENOTE
RMB’000 RMB’000

ARET T AREFT

5% 6
-5% (6)

5% 3,583

-5% 3,583

A EHREDMERR N HRE R REXRHRE
B YOERANSEEERZAFEZERT
EMEBER  AERABEEMGEH (LEEHN
R)RFTEMET - YIS EEEEHESR

E’\\\,HEWEIT—MiF#EctHﬁ?E/—\ETﬁEﬁ@J
WFfh e DR T _FTFHR—EEET -

iRE M E AR E D
EFTRMRITE -

ST RER R
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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(e) Equity price risk

The Group is exposed to equity price changes arising from
equity investments held for strategic purposes (see note 16).

The Group’s major equity investments are listed on the
Stock Exchange and are included in the Hang Seng Index.
Listed investments held in the equity securities designated
as FVOCI portfolio have been chosen based on their longer
term growth potential and are monitored regularly for
performance against expectations.

At 31 December 2021,
decrease of 10% (2020:
have increased/decreased the Group’s fair value reserve by
approximately RMB36,734,000 (2020: RMB51,491,000).

it is estimated that an increase/
10%) in the share price would

The sensitivity analysis above indicates the instantaneous
change on the Group’s fair value reserve that would arise
assuming that the changes in the share price had occurred
at the end of the reporting period and had been applied to
re-measure those financial instruments which expose the
Group to equity price risk at the end of the reporting period.

(f)  Fair value measurement
(i) Financial assets and liabilities measured at fair value

Fair value hierarchy

The following table presents the fair value of the Group’s
financial instruments measured at the end of the reporting
period on a recurring basis, categorised into the three level
fair value hierarchy as defined in HKFRS 13, Fair value
measurement. The level into which a fair value measurement
is classified is determined with reference to the observability
and significance of the inputs used in the valuation
technique as follows:

- Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at the

measurement date.
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M RA10% (ZE T F : 10%) #58m,/
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ZE-FF : AR¥51,491,0007T) °
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31

(f)
(i

FINANCIAL RISK MANAGEMENT AND

FAIR VALUES (Continued)

Fair value measurement (Continued)

NOTES TO THE FINANCIAL STATEMENTS

Financial assets and liabilities measured at fair value (i)

(Continued)

Fair value hierarchy (Continued)
Level 2 valuations: Fair value measured using Level 2 —
inputs i.e. observable inputs which fail to meet Level
1, and not using significant unobservable inputs.

31

S 785 i A B

BRREER A AE (&)

RAEEREE (B)

Unobservable inputs are inputs for which market data

are not available.

Level 3 valuations: Fair value measured using

significant unobservable inputs.

The Group REFH

Other investments (note 16).  HbI%E& (417 16) :
Listed investments W&

Unlisted fund investments FLEMESEE

Fair value at
31 December
2021
R-ZE=—F

RMB’000

ARBTT

367,335
169,314

536,649

F_MHE: PAERAE-_REBAR
BFtE - ARBENEE—R2AEBRE
AERB  RTERBERTAEEGA
RE - TABRBAER SEERGEM
SHIEZBARR -

E=HEE: AAERBEATTRE
BAEAHE -

Fair value measurement as at
31 December 2021 categorised into
RZBZ-F+=ZB=+—H
RTIDEZDAEFE

Level 1 Level 2 Level 3

E=H
RMB’000
ARET T

£
RMB’000
ARBT R

EAR
RMB’000
ARETTT

367,335 =
= 119,161

367,335 IER
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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)
(f)  Fair value measurement (Continued)

Financial assets and liabilities measured at fair value (i)

(Continued)

Fair value hierarchy (Continued)

RREE (&)

—~
—h
-~
o N

RAEERREE (B)

31 XEREERAARE 2

ZAREFEBZEREEREE (B)

Fair value measurement as at

31 December 2020 categorised into

i e s e ==

BETSB AR EFE
Fair value at
31 December
2020 Level 1 Level 2 Level 3
RZZEZTF
T=EETr=E
AN -] F—1 F-MH F=H
RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARBFT ARBTT ARBTT
The Group KER
Other investments (note 16):  EAIRE (Hf:16) -
Equity investments BRAEZE 516,398 514,913 - 1,485
At 31 December 2021, the financial instruments of the RZZE=—&+=-A=+—8" $’$I$§’A/‘t
Group carried at fair value were equity securities of {EARKNS T ERRE QFEJ:FHE’JHXZ!S

RMB367,335,000 (2020: RMB514,913,000) listed on the
Stock Exchange (see note 16).
measured at fair value on a recurring basis and their

These instruments are

fair value measurements fall into Level 1 of the fair value
hierarchy described above.

During the year ended 31 December 2021, there was no
transfer between Level 1 and Level 2, or transfer into or out
of Level 3.
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31 FINANCIAL RISK MANAGEMENT AND
FAIR VALUES (Continued)

(f)  Fair value measurement (Continued)

(ii) Fair value of financial assets and liabilities carried at
other than fair value

The carrying amounts of the Group’s financial instruments
carried at cost or amortised cost were not materially different
from their fair values as at 31 December 2021 and 2020.

(g) Estimation of fair values

Fair value estimates are made at a specific point in time and
based on relevant market information and information about
the financial instrument. These estimates are subjective in
nature and involve uncertainties and matters of significant
judgement and therefore cannot be determined with
precision. Changes in assumptions could significantly affect
the estimates.

The following methods and assumptions were used to
estimate the fair value for each class of financial instruments:
(i) Cash and cash equivalents, trade and other
receivables, and trade and other payables

The carrying values approximate fair value because of the
short maturities of these instruments.

(ii) Interest-bearing bank loans

The carrying amounts of bank loans approximate their fair
value based on the borrowing rates currently available for
bank loans with similar terms and maturity.
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32 COMPANY-LEVEL STATEMENT OF
FINANCIAL POSITION

32 RAERFBMREK

2021
—E—F
RMB’000
ARBT T

287,857
14 1,505,517

1,793,374

4,442
441,083

445,525

Note
Kt

Non-current assets FRBEE

Other investments Bk E

Interest in subsidiaries RSB R Rz e

Current assets RENEE

Trade and other receivables FEURE 5 BR 3 N E b B IR

Cash and cash equivalents RERREEFEY

Current liabilities REEE

Trade and other payables

JE A5 58 5 Bk K EL At JE A5 5K IR

1,212,089

1,026,810

21,516
1,005,294

Net current liabilities ISR W L e
TOTAL NET ASSETS EEFEARE

CAPITAL AND RESERVES B #1E 28(a)
Share capital [N

Reserves 1S

TOTAL EQUITY TS EER

1,026,810

Approved and authorised for issue by the board of directors

on 22 March 2022.

Zhang Yuping
Executive Director

204

Huang Yonghua
Executive Director

Hengdeli Holdings Limited Annual Report 2021

(766,564) |§

2020
—E-EF
RMB’000
NS

358,010
1,908,961

2,266,971

2,518
277,388

279,906

1,415,170
(1,135,264)

1,131,707

22,337
1,109,370

1,131,707

R-E-_—_F=ZA-_t+_BEEFgHERRK
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R BKE
BITEE HITEE



33 IMMEDIATE AND ULTIMATE

CONTROLLING PARTY

As at 31 December 2021, the directors consider the
immediate parent and ultimate controlling party of the
Group to be Best Growth International Limited, which is
incorporated in the British Virgin Islands. This entity does
not produce financial statements available for public use.

34 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE ANNUAL
ACCOUNTING YEAR ENDED 31
DECEMBER 2021

Up to the date of issue of these financial statements, the HKICPA
has issued a number of amendments and a new standard,
HKFRS 17, Insurance contracts, which are not yet effective for
the year ended 31 December 2021 and which have not been
adopted in these financial statements. These developments
include the following which may be relevant to the group.
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33 EHERSKRESS

EEZRAE R —&F+=-A=+—H8H 'K
SECZEENARIRERREZESTANREBRL
HEFMAZMEIEEEERAR - ZERBI
FERBERNBRA L2 2P BHREK -
3 BE-_FE-_—F+=-A=+-—
HLEESFFERAMEREND
Wﬁ BRI R REN AR
sE

BEZSVBBRRTNERY  BESHNAS

ERMBIAEFT R —BFIEEL — BB
SREANFATH - REBREL - LLFEFT RZAH
BEANEBE_FT_—F+_A=1—HLLF
Vﬁﬁiixﬁl MARRZEABRERFRA © %

lllll BHOETHI TSRS EEEE AR -

Effective for
accounting periods
beginning on or after
AT Rz &
Gkclik-RapilEl

Amendments to HKFRS 3, Reference to the Conceptual Framework

BEHBHEEAFIN (BiTA) B R it

Amendments to HKAS 16, Property, Plant and Equipment: Proceeds before Intended Use

BEBERIF 165 (BITE)  WF - BERRE - KEBTHEHZHEHE
Amendments to HKAS 37, Onerous Contracts — Cost of Fulfilling a Contract
BBBERIFITH (BIE)  BRAK — EHAEHI AL

Annual Improvements to HKFRSs 2018-2020 Cycle

HE B BHEER T\ E_F_FF R FRUE

Amendments to HKAS 1, Classification of Liabilities as Current or Non-current

BECERES (BX) RESERRDAFTEY

Amendments to HKAS 1 and HKFRS Practice Statement 2, Disclosure of Accounting Policies

BEBERE 1R REBHBHEENEFHEE2H (BTF)
Amendments to HKAS 8, Definition of Accounting Estimates

BELERIFSY (BEX)  Bitlhat ES

i HERE

Amendments to HKAS 12, Deferred Tax Related to Assets and Liabilities Arising from a Single Transaction

BEBERF 12 (BFX)  BE-XZELHEERR BHBNELHE
The Group is in the process of making an assessment of
what the impact of these developments is expected to be in
the period of initial application. So far it has concluded that
the adoption of them is unlikely to have a significant impact
on the consolidated financial statements

1 January 2022
C2E=g—H—H
1 January 2022
“Z--f-H-H
1 January 2022
“B_F—H—H
1 January 2022
=T e H ]
1 January 2023
“Z_=%-H-H
1 January 2023
—=%—-H-H
1 January 2023
s A3 B
1 January 2023
—=%—-H—H

AEBEEEFERBZFEHNERER A
ARREENTE - CSOEHERARZES T
RAEGHEAVBRRELEATE -
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STOCK INFORMATION

Place of Listing: Main Board of The Stock Exchange of
Hong Kong Limited
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Company Website: www.hengdeligroup.com
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Executive Directors

Mr. Zhang Yuping (Chairman)
Mr. Huang Yonghua
Mr. Lee Shu Chung Stan

Non-executive Directors
Mr. Shi Zhongyang
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Mr. Cai Jianmin
Mr. Wong Kam Fai, William
Mr. Liu Xueling
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Mr. Cai Jianmin (Committee Chairman)
Mr. Wong Kam Fai, William
Mr. Liu Xueling

REMUNERATION COMMITTEE

Mr. Liu Xueling (Committee Chairman)
Mr. Cai Jianmin
Mr. Zhang Yuping

NOMINATION COMMITTEE
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Mr. Cai Jianmin
Mr. Liu Xueling
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