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CHAIRMAN'’S STATEMENT
ERWE

On behalf of the board (the “Board”) of directors (the “Directors”)
of Confidence Intelligence Holdings Limited (the “Company”
and together with its subsidiaries, the “Group”), | am pleased
to present to the shareholders of the Company the first annual
report and audited consolidated financial statements of the
Group for the year ended 31 December 2019 (the “Reporting
Period”).

Business Review

The Group is an EMS provider offering comprehensive
assembling and production services of Printed Circuit Board
Assembly (the “PCBASs”) in the PRC that integrate research and
design, selection and procurement of raw materials, assembling
of PCBAs, quality control, testing, logistics and aftersales
services. The Company’s shares (the “Shares”) have been
successfully listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) on 18 October
2019 (the “Listing Date”), which is a significant milestone in the
Company’s history and strategic development. The successful
listing of the Shares and the net proceeds from the public offer
and placing of our Shares (the “Share Offer”) has strengthened
the Group’s capital position, allowing the Group to progressively
execute the business plans as disclosed in the section headed
“Future plans and use of proceeds” of the prospectus of the
Company dated 28 September 2019 (the “Prospectus”).

During the Reporting Period, the Group recorded growth in
both turnover and gross profit. The revenue of the Group
increased by approximately RMB48.4 million from RMB236.2
million for the year ended 31 December 2018 to RMB284.6
million for the Reporting Period, which was attributed to the
increased sales orders from the new customer for the PCBAs
for telecommunication devices and the increase demand of IOT
products.

BANERREBRERIEREGRAR ([RRFE] -
EREMBARSEIAKEDESE((EX))
2 (EF2)MARARABRREZAEE
BE_Z-—NF+A=+T—HLEFE (R
SHRDNEDFRREERSEEMERE

e el

AEBRETERHE2EHNHERRAE
(TPCBA]) R M A ERGHEMSHER - ¥
THEE BRI MARET ~ OB RIRE R
KECPCBA - HE#ZH AR - WRAEERR
BoARBOED (B R_F—AF+
ATtNBULTEHDETEMAXRZMAE
BRAA (B3 FT)) ERATH ETH - AR E
BEEREBBEERTHEEDZRME - RMOKY
Lt AREEREE RN (RMOEBE]) T
BREFENETAKENES KR EX
SERERAZTHATARAR_-_Z—NFENA
“TN\BTENBERER (HBEER]KRK
TR NSRS ] — IR ER R R A5ET 8 -

REHE - AEBEXBERENE B FTE
- AEBRNKZHBEE-"TE—N\F+=A
—t+—BHIEFEENARE236.28 8 TE ML
ARKABAEBLEREHEMN AR 284.6
BB 2ERKEAREMNEENPCBAN
RSB R YR ERTSIG N -
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CHAIRMAN'’S STATEMENT
ERWE

Prospects

In 2020, the outbreak of the novel coronavirus (COVID-19) (the
“Novel Coronavirus Outbreak”) has brought about additional
uncertainties in the Group’s operating environment in China.
Since the Novel Coronavirus Outbreak at the beginning of the
year, the Group has taken a proactive approach and adopted
various anti-epidemic measures to protect the safety and health
of employees as top priority. At the same time, the postponed
resumption of production and related epidemic control have
adversely affected the Group’s business. It is expected that there
will be late delivery of products in the first half year of 2020. The
Group is taking proactive measures and making active responses
in an effort to minimise the losses caused by the epidemic.
The Group will also actively diversify or expand our customer
base and product base to broaden the sources of revenue and
diversify business risk. Also, the Group will continue to invest
in our development of in-house capabilities and keep ourselves
abreast of the development of latest technology advancement
in our industries to secure more business opportunities. We will
continue to strive a balance among the interests of shareholders,
employees and customers, and pursue long-term and sustainable
development for the Group.

Gratitude

On behalf of the Company, | would like to express my
sincere gratitude to the management team and our staff for
their tenacious efforts and outstanding contributions to the
development of the Group. | would also like to extend my
heartfelt thanks to our shareholders, investors, customers and
business partners for their continuous trust and support to the
Group.

By order of the Board
Li Hao
Chairman & Executive Director

Hong Kong
26 March 2020
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MANAGEMENT DISCUSSION AND ANALYSIS
BB RO

Operating Results KREXEE

Revenue by Customers’ Geographical Location REFHMENEE S HKE
The Group’s revenue by customers’ geographical location, which  AEBEZEZFIIBUE (XX EFUEET)
is determined by the location of customers, is as follows: ElomlaEnT

Revenue for the
year ended 31 December
BE+=-A=+—H

IEFEEHWRESE
2019 2018
—E-NEF —E-N\F
RMB’000 RMB’000
ARET ARETFIT
The PRC s 284,266 234,888
The United States of America EH 322 1,322
Total BET 284,588 236,210
Revenue by Product Type REREBERE SRS

Based on the usage of the electronic products which EHRXEAHHFHKFIPCBANE FER @ KK
incorporated with our PCBAs, our PCBAs can be broadly applied PCBAR] BEZEREN=AF BITENE F1&5
to electronic end products for three principal industries, namely, Edm - BIEFARE TXEHAEE S MNYBRE
telecommunication devices, Industrial-use devices and loT e FRBANBEHEEHZ —T— /\F
products. The table below summarises the amount of revenue + -_A=+—HIIFEZBERELEN K=
generated and as a percentage of total revenue from each & # R IHEWZEBE DL

product category for the Reporting Period and for the year ended

31 December 2018 respectively:

Revenue for the % of total revenue for
year ended 31 December the year ended 31 December
BEt-A=t-AHL BEt-A=t-AL
FEMHKER FERBAREAAL
2019 2018 Change 2019 2018 Change
“Z-hE ZB-N\E B8 —T-hf ZT-N\F =
RMB’000  RMB'000 %
ARETRT ARBTT %
PCBAs for FER AR 2 mm #9 PCBA
Telecommunication devices ~ ZEE 159,691 127,203 255 56.1 53.9 2.2
Industrial-use devices IXRekE 34,338 30,581 12.3 121 12.9 (©.8)
loT products WA E @ 89,062 75,183 18,5 31.3 31.8 (0.5)
Others (Note) H At (Fis) 1,497 3,243 (53.8) 0.5 14 0.9
Total &5t 284,588 236,210 205 100 100.0 =

Note: Others mainly include (i) PCBAs for automotive related devices; and (i) the — FfisE : = BB IE () AR /TEERAE B RPCBA « (i) 8
revenue generated from the sale of auxiliary and other materials. B HE AR E A Uk 2% o
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MANAGEMENT DISCUSSION AND ANALYSIS
BEETWR D

Qur revenue generated from sales of PCBAs for
telecommunication devices increased by approximately 25.5%
from approximately RMB127.2 million for the year ended 31
December 2018 to approximately RMB159.7 million for the
Reporting Period, primarily due to that we have successfully
introduced one major customer for telecommunicate devices
PCBAs during the Reporting Period.

QOur revenue generated from sales of PCBAs for Industrial-use
devices increased by approximately 12.3% from approximately
RMB30.6 million for the year ended 31 December 2018 to
approximately RMB34.3 million for the Reporting Period, primarily
due to that our Group began to manufacture PCBAs for solar
panels for industrial-use since late 2018 and the revenue of
PCBAs for solar panels increased in the Reporting Period.

Our Group recorded an increase in revenue derived from sales of
PCBAs for loT products from approximately RMB75.2 million for
the year ended 31 December 2018 to approximately RMB89.1
million for the Reporting Period, which was mainly attributable to
the increasing demand of loT products.

Gross Profit and Gross Profit Margin

Gross profit of the Group for the Reporting Period was
approximately RMB94.0 million, representing an increase of
approximately RMB19.8 million or 26.6% as compared with
approximately RMB74.3 million for the year ended 31 December
2018. Overall gross profit margin increased from 31.4% for
the year ended 31 December 2018 to 33.0% for the Reporting
Period.

Gross profit for
the year ended 31 December

BMHE AR EANEENPCBAE A/ EH
BHE-_Z-N\FE+-_A=+—BILEENY
ARB127 2B B ILIB %) 25.5% & 324 B
MOAREIS07TEE L TE2HRREH
MBMEKDARREMEBENPCBASIA—
NETERF -

HPHERRN ITEAGRENPCBAE AR
HEHEE T N\F+_A=T—HALFE
MAOARBEI06BETEMNN123%ERE
HENHARKMIBE T TERANK
SEE T N\FFERRAKREEANRTIEA
B AGEIREPCBA » ERN|MERARNARKE
et B9 PCBA W 2538 A0 ©

N ES B 5 PR A 0 B 4 EE SR B PCBA 8215 i &
HBEE TN \F+_-_A=+—BILtEEHD
AR 2EETHENERSHEHDOA
REQIBETL TE—-ENYVBRESRS
SKIZAN o

EFRERNZR
AEBRFEHENEFNNAEARKMOE
BT BEE_E—N\F+_A=+—HLHF
ERNHOARK74AZEELIE NN ARK10.8
BELk#266% BEENEXHEFE_-F
—N\F+_A=Z+—BHILFEHN314%ENE
k5 BRI A9 33.0% ©

Gross profit margin for
the year ended 31 December

BZ+-A=1+—-AHL BZ+-A=1+—-AHL
EEHER EENERNR

2019 2018 Change 2019 2018 Change
“E-hE ZZ-N\F 28 —Z-hEFE —T-N\F L)
RMB’000  RMB'000 (%) (%) (%) (%)
ARETT ARETL (%) (%) (%) (%)

PCBASs for FI I A T EE R 9 PCBA
Telecommunication devices ~ EilEE 55,394 42 110 315 34.7 33.1 1.6
Industrial-use devices T¥fFgEs 10,615 8,842 20.1 30.9 28.9 2.0
loT products B AR 27,631 22,745 215 31.0 30.3 0.7
Others Hit 388 (31.6) 25.9 175 8.4
Total #ar 94,028 74,264 26.6 33.0 314 1.6
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MANAGEMENT DISCUSSION AND ANALYSIS
BEETWR D

PCBAs

The gross profit for PCBAs for telecommunication devices
increased by approximately 31.5% to approximately RMB55.4
million for the Reporting Period (2018: approximately
RMB42.1million). The gross profit margin increased to
approximately 34.7% for the Reporting Period (2018:
approximately 33.1%), which primarily resulted from (i) the
increased sales orders from a new customer; and (i) additional
automated testing lines implemented in late 2018 to improve the
production efficiency.

The gross profit for PCBAs for Industrial-use devices increased
by approximately 20.1% to approximately RMB10.6 million for
the Reporting Period (2018: approximately RMB8.8 million).
The gross profit margin increased to approximately 30.9%
for the Reporting Period (2018: approximately 28.9%), which
was mainly due to change in product mix as our Group began
to manufacture PCBAs for solar panels since late 2018 as
evidenced by the revenue derived from sales of PCBAs for solar
panels which had a higher gross profit margin.

The gross profit for PCBAs for loT products increased by
approximately 21.5% to approximately RMB27.6 million for the
Reporting Period (2018: approximately RMB22.7 million). The
gross profit margin increased to approximately 31.0% for the
Reporting Period (2018: approximately 30.3%), which primarily
resulted from: (i) the increased sales orders from existing
customers; (i) additional automated testing lines implemented in
late 2018 to improve the production efficiency; and (iii) a more
competitive price was offered to new customers to secure more
business opportunities.

Other Income

Other income of the Group for the Reporting Period of
approximately RMB3.7 million (2018: approximately RMB1.8
million) mainly represented government grants and rental income
of equipment.

PCBA
FAREMEEMNPCBAREFIE L 31.5% =
RMEHBNHDARESSATE T (ZE—N
FIHOARE421BET) - EFERRIRE H
B2 EX34.7% (ZF— N\ F : 493831%) ' =
DRARORE BRI ETERM
M) =ZF—NFREBHFEEFBHAHZI
MEEEMER -

AR IXRBEENPCBANEFIE LY
201% EMEHEANNARKI06BETT
(ZE—NF HARESSHET) - £F
RPNRE BRI E4)309% (ZE—\F 4
28.9%) ' TERMARAEBERZE—NFER
FtsEERR KRG EIRMHPCBABHERMAS
IR E B - M AR A5 BE IR B PCBA K E Fl &
e BEREHE R -

FB A W B 48 EE SR 9 PCBA K E F1I38 hn 49 21.5%
EREHENHDARE276EEBL(ZE—N
F HAARKE27EET) - EFERRBEH
I EL31.0% (ZF—/\F  4930.3%) * =
ERHRNKBERERTPHIEEETEIL N : (i)
ZE - NFERKEBAFE B BRI HE AR
ESEEXRE: R(ifMFEFPRERHEARFE N
B B LA SFERE 2 pg i o

H A g A
AEBERFERAENEMBALNBAREST
BELT(ZE—N\F HAREI18EHET)
FERBFEEEERS WA -
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MANAGEMENT DISCUSSION AND ANALYSIS
BEETWR D

Selling and Distribution Expenses

Selling and distribution expenses mainly comprised (i) relevant
employee benefit expenses; (ii) transportation costs; (iii)
depreciation; (iv) legal and professional fee; and (v) entertainment
expenses and other expenses. For the Reporting Period, selling
and distribution expenses amounted to approximately RMB2.8
million (2018: approximately RMB1.9 million), representing an
increase of approximately 49.2% as compared to the year
ended 31 December 2018. Selling and distribution expense
ratio remained stable at approximately 1.0% and 0.8% against
revenue for the Reporting Period and the year ended 31
December 2018, respectively.

Administrative Expenses

Administrative expenses mainly represented (i) employment
benefit expenses, (i) depreciation, (iii) listing expenses and
professional fee, (iv) rental expenses, (v) travelling expenses,
(vi) utilities, (vii) telecommunication and office expenses and
other expenses. For the Reporting Period, administrative
expenses amounted to approximately RMB56.2 million (2018:
approximately RMB24.9million), representing an increase of
approximately 125.6% as compared to the year ended 31
December 2018. The increase was mainly due to listing expenses
and professional fees incurred for the Listing of the Company in
October 2019.

Net Impairment Losses on Financial Assets

Net impairment losses on financial assets mainly represented the
provision of impairment of trade receivables. For the Reporting
Period, impairment of approximately RMB1.0 million (2018: Nil)
were made against the trade receivables for a customer who was
in financial difficulties.

Finance Costs, Net

Our finance costs mainly comprised interest expenses on bank
and other borrowings and leases, while our finance income
mainly represented interest income on our cash and cash
equivalents. For the Reporting Period, the net finance costs of the
Group were approximately RMB1.2 million (2018: approximately
RMB2.2 million). The decrease in net finance costs was mainly
due to the decreased borrowing balances from approximately
RMB18.8 million as at 31 December 2018 to approximately
RMB8.2 million as at 31 December 2019 as a result of the
repayment during the Reporting Period.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEETWR D

Income Tax Expense

Income tax expense increased by approximately 19.8% from
approximately RMB6.4 million for the year ended 31 December
2018 to approximately RMB7.7 million for the year ended
31 December 2019, primarily due to the increase in profit
before income tax of the Group’s major subsidiary, Shenzhen
Confidence by approximately 22.7%. Shenzhen Confidence,
our Group’s subsidiary in the PRC, has qualified for new/high-
tech technology enterprises status and is therefore subject to a
preferential income tax rate of 15%. Our effective tax rate, which
is calculated based on income tax expenses divided by profit
before income tax, was approximately 21.7% for the reporting
period (2018: approximately 13.6%). The increase in the effective
tax rate mainly resulted from the increased non-tax deductible
listing expenses and professional fees incurred during the
Reporting Period.

Profit attributable to equity holders of the Company
As a result of the facts discussed above, profit attributable to
equity holders of the Company decreased by approximately
32.1% from approximately RMB40.8 million for the year ended
31 December 2018 to approximately RMB27.7 million for the
Reporting Period.

Liquidity and Capital Resources

Net Current Assets

The Group had net current assets of approximately RMB173.4
million as at 31 December 2019 (2018: approximately
RMB63.3 million). The current ratio of the Group increased from
approximately 2.2 as at 31 December 2018 to 3.9 as at 31
December 2019.

Borrowing and the Pledge of Assets

The bank and other borrowings of the Group amounted to
approximately RMB8.2 million as at 31 December 2019 (2018:
approximately RMB18.8 million). As at 31 December 2019, the
borrowings were secured by properties, plant and equipment
and guarantee from the Company. As at 31 December 2018, the
borrowings were secured by properties, plant and equipment
and personal guarantee from Mr. Li Hao, Mr. Yuan Shuntang and
Mr. Xu Shizhen.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEETWR D

Gearing Ratio

Our gearing ratio, which is calculated by total borrowings divided
by total equity, was approximately 2.9% and 12.7% as at 31
December 2019 and 31 December 2018, respectively. During
the Reporting Period, our bank and other borrowings decreased
by approximately RMB10.6 million. The gearing remained low
due to our low level of bank and other borrowings as well as the
increase in our equity contributed by our profitable operations.

Capital Structure

The Shares were listed on the Stock Exchange on 18 October
2019. There has been no change in the capital structure of the
Company since then. As at 31 December 2019, the number of
issued shares of the Company was 250,000,000 ordinary shares
of HK$0.01 each.

Foreign Exchange Exposure and Exchange Rate
Risk

The Group’s assets, liabilities and transactions are mainly
denominated in Renminbi (‘RMB”) and Hong Kong dollar (‘HK$”),
and there are no significant assets and liabilities denominated in
other currencies. Management considers that the Group is not
exposed to any significant foreign exchange risk for the years
ended 31 December 2018 and 2019 as there are no significant
financial assets or liabilities of the Group denominated in the
currencies other than the respective functional currencies of the
Group’s entities.

Capital Expenditure

For the Reporting Period, the Group had capital expenditure of
approximately RMB38.0 million (2018: approximately RMB30.9
million). The capital expenditure was mainly related to the
additions of office equipment, plant and equipment.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEETWR D

Dividend

The Board does not recommend payment of final dividend for the
year ended 31 December 2019 (2018: nil).

Employees, Emoluments Policy and Training

The key components of the Group’s remuneration package
include basic salary, and where appropriate, other allowances,
bonuses and the Group’s contribution to mandatory provident
funds or state-managed retirement benefits scheme. Other
benefits include share options to be granted under the
Share Option Schemes. The Group provides comprehensive
training and development opportunities to its employees on a
regular basis. The trainings are arranged according to needs
to employees, which are identified annually by individual
departments

As at 31 December 2019, the Group had 826 employees with
a total remuneration of approximately RMB72.8 million during
the Reporting Period (2018: approximately RMB59.4 million).
The salaries of the employees were determined with reference
to individual performance, work experience, qualification and
current industry practices.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEETWR D

Use of Proceeds

Our business objectives and planned use of proceeds as stated
in the Prospectus were based on the best estimation of future
market conditions made by the Group at the time of preparing
the Prospectus. The actual use of proceeds was based on
the actual market development. The net proceeds from the
Share Offer received by the Company, after deducting related
underwriting fees and estimated expenses payable by the
Company in connection with the Share Offer were approximately
HK$91.9 million. During the period from the Listing Date, being
the date on which dealings in the Shares first commenced in the
Stock Exchange, to 31 December 2019, the net proceeds from
the Share Offer had been applied as follows:
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Expected timeline for
the unutilised net proceeds

to be utilised
PRSI HERETEN
Amount Remaining BHNER
utiisedupto  balance as at For the For the
Actualnet 31 December 31 December yearending31  yearending 31
Business objectives as stated in the Prospectus proceeds 2019 2019 December 2020 December 2021
BE BE BE Bz
“2-7f  ZE-nf  ZBZEE ZBI-f
ERfS t-A=t-B +ZA=t+-B tZR=t+-A tZA=t-H
RRERFIEKAE FEFE  EHARE st LEE LEE
HKS$ milion HKS million HKS$ million HKS million HKS$ million
BEAT BEAT BEAT BEATL BEAT
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and efficiency 499 212 287 9.1 19.6
Enhance the level of automation in our REEERHRERZSRNED
quality control and packaging system kF 76 75 0.1 01 =
Strengthen our product design and RALAMARNENEE RN
enhancement capabilties in respect of BEENIRBPCBANERK
our PCBAs applicable to HREE)
telecommunication devices and loT devices 59 = 59 2.6 33
Further strengthen our research and E— SRR M
development capabilities 31 07 24 14 1.0
Strengthen our product testing capabltiesfor ~ BBEVERENBET A 1
loT products by setting up a cloud-based RAMGIBRERNERH
simulation platform B 2.1 - 2.1 12 09
Upgrade our MES system and enhance our #BZMRIMES RN E
capabilties in information technology B 31 03 28 14 14
Upgrade our existing intelligent warehouse HREMRANERRE 25 02 23 11 12
Repayment of bank loan and other borowings ~ EERTEF R EMRE R 86 20 6.6 6.6 -
Working capital EERS 9.1 20 7.1 41 30
91.9 339 58.0 21.6 30.4
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MANAGEMENT DISCUSSION AND ANALYSIS
BEETWR D

The expected timeline for utilising the unutilised net proceeds
is based on the best estimation of the future market conditions
made by the Group. It will be subject to change based on the
current and future development of market conditions. The
unutilised net proceeds have been placed with licensed banks in
Hong Kong and PRC as interest-bearing deposits in accordance
with the intention of the Board as disclosed in the Prospectus.

Capital Commitment

As at 31 December 2019, the Group’s capital commitment
amounted to approximately RMB2.2 million (2018: approximately
RMB1.1 million). The capital commitment was mainly related
to the acquisition of machinery and equipment to expand our
production capacity and enhance our production efficiency.

Material Acquisitions, Disposals of
Subsidiaries, Associates and Joint Ventures
and Significant Investment

During the Reporting Period, there were no material acquisition,
disposal of subsidiaries, associates and joint ventures or
significant investment by the Group.

Contingent Liabilities

The Group did not have any material contingent liabilities as of 31
December 2019 (2018: Nil).

Event after Reporting Period

Since the Novel Coronavirus Outbreak, a number of provinces
and municipalities in the PRC have taken emergency public
health measures and various actions to prevent the spread of
the Novel Coronavirus Outbreak, including imposing restriction
on resumption date of production after the Chinese New Year
Holiday.

The operation of the Group’s production plant in Shenzhen
(the “Shenzhen Production Plant”) has been suspended after
the statutory holidays for Chinese New Year as part of the
Chinese government’s countermeasures in containing the Novel
Coronavirus Outbreak.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEETWR D

After inspection being done at the Shenzhen Production Plant,
the Group received an official notice on 19 February 2020
approving the resumption of limited production of the Shenzhen
Production Plant. As such, the Shenzhen Production Plant
resumed its operation and production started on 20 February
2020.

However, due to the suspension or limited service of
transportation facilities in certain areas, certain workers in the
affected provinces and municipalities are unable to return to the
Shenzhen Production Plant as planned, which is expected to
result in temporary drop in production capacity of the Shenzhen
Production Plant shortly after the resumption of operation of the
Shenzhen Production Plant. The Novel Coronavirus Outbreak
has also adversely affected the supply chain logistics and the
Group has experienced delay in the supply of raw materials from
its suppliers. It is expected that the Shenzhen Production Plant
will experience delay in reaching its original production schedule
and there will be late delivery of products in the first half of 2020.

Under such special circumstances, the Group is currently
working closely with its suppliers to speed up the delivery of raw
materials, and is liaising with its customers to adjust the delivery
schedule, so as to minimize any negative economic impact on
the Group, its suppliers and its customers.

The suspension and the temporarily lower than original production
level are likely to have a negative impact on the Group’s future
financial results. The Group will continue to assess the impact
of Novel Coronavirus Outbreak on the financial performance
and closely monitor the development of the Novel Coronavirus
Outbreak and the exposure to the risks and uncertainties in this
connection. The Company will take appropriate measures as
necessary.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EEReNEEENEREFE

Executive Directors

Mr. Li Hao (Z%) (“Mr. Li”), aged 48, is an executive Director,
chairman of the Board and chief executive officer of our Group
and the cousin of Mr. Xu shizhen. Mr. Li joined our Group
in March 2000 and has over 20 years of experience in the
electronic engineering and manufacturing industry. He is primarily
responsible for the overall strategic planning and business
development and overseeing the daily operation of our Group.

Mr. Li obtained his diploma in industrial electrical automation
from Wuhan University of Science and Technology (formerly
known as Wuhan Institute of Metallurgy) in July 1993. He
further completed a top-up degree in electronic and information
technology from University of Electronic Science and Technology
of China in January 2019 through online studies. From July 1993
to March 1996, Mr. Li worked as a sales manager in Shenzhen
International Business Data Co., Ltd* (R I B B 5 ¥ &is A R
A A]). From April 1996 to July 1998, Mr. Li Hao worked as a
sales manager in Shenzhen Tefa Songli Electronic Industry Co.,
Ltd.* ORINFF IR EFEZE BB A F]), an electronic products
manufacturer. He then worked in Shenzhen Bolinshijia Modern
Households Co., Ltd.* (RIITIHEMERBRRERRBRAA)
(formerly known as Shenzhen Xinwei Industry Co., Ltd.* (FIIITH
ZHEE AR A A), a household products trader, as a deputy
general manager from August 1998 to February 2000. He has
been the director and general manager of Shenzhen Confidence
and Xinzhi (Shenzhen) Electronic co., Ltd.* (B2 CRII) EF A&
fR A A]) (the “Xinzhi Shenzhen”) since March 2000 and March
2019, respectively. He also been the director of Confidence
Intelligence, Inc, New Trive Limited and New Trive (HK) Limited
(FriiE (F8) BRE A7) since April 2017, January 2019 and
January 2019, respectively.

*  For identification purpose only
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EERSREEBNEERE

Mr. Zhang Bizhong (5& £ #&) (“Mr. Zhang”), aged 54, is an
executive Director of our Company. Mr. Zhang joined our Group
in February 2002 and has over 25 years of experience in the
electronic engineering and manufacturing industry. He is primarily
responsible for overseeing sales and operations of our Group.

Mr. Zhang obtained his diploma in physics from Zhejiang Normal
University in July 1988. From February 1990 to August 1992, Mr.
Zhang worked as a production engineer in Lianguang Electronics
and Plastics (Shenzhen) Co., Ltd* (Bt X & F8 B OxI) &
fR 2 A]), an electronic products manufacturer. He then joined
Shenzhen Dinghan Electronics Technology Co., Ltd.* (F I & &
T T H 1T AR A 7)), an electronic technology service provider,
as a production manager from September 1992 to October 1995.
He then worked in Shenzhen Bao’an Tongbang Electronics Co.,
Ltd.* (RYITHE =R FEFHRAQA), a PCBA manufacturer,
as a factory head from November 1995 to February 2002. He
has been the deputy general manager of Shenzhen Confidence
since February 2002 and has been appointed as a director since
December 2015.

Mr. Xu Shizhen (FF tt ) (“Mr. Xu”), aged 46, is an executive
Director and the chief financial officer of our Company and the
cousin of Mr. Li. Mr. Xu joined our Group in March 2000 and
is primarily responsible for the overall financial, accounting,
administration and secretarial affairs of our Group.

Mr. Xu obtained his diploma in finance and accounting from
Wuhan University of Technology (formerly known as Wuhan
Automotive Polytechnic University) in July 1996. From September
1996 to December 1998, Mr. Xu worked as a sales manager in
Shenzhen Tefa Songli Electronic Industry Co., Ltd* (&I 745 2%
M BETFBZAR A A, an electronic products manufacturer.
He then joined Shenzhen Suzhu Co., Ltd.* GEIITBEBRR A F])
as a purchasing manager from January 1999 to January 2000.
He has been the chief financial officer of Shenzhen Confidence
since March 2000 and has been appointed as a director, financial
controller and secretary of the board since December 2015. He
also been the supervisor of Xinzhi Shenzhen since March 2019.

*  For identification purpose only
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EERSREEBNEERE

Non-executive Director

Mr. Yuan Shuntang (RJEE) (“Mr. Yuan”), aged 47, is a non-
executive Director of our Group. He is primarily responsible for
providing strategic advice to the business development of our
Group. Mr. Yuan obtained his diploma in industrial electrical
automation from Wuhan University of Science and Technology
(formerly known as Wuhan Institute of Metallurgy) in July 1993.
Mr. Yuan worked as a sales engineer in Shenzhen Tianyuan
Finance Electronics Co., Ltd* (ZII K TE& R E T B R A 7)),
an electronic products wholesaler, from September 1993 to
June 1995 and joined Yantian International Container Terminals
Limited* (& M B BR & 546 45 58 B BR 2 A1), a logistic company,
as an operation manager from August 1995 to October 2002. He
then worked in Shenzhen Haoyang Logistics Co., Ltd.* (&I
Y& EIE AR A R]), alogistics company, as a sales manager
from November 2002 to August 2005. Since September 2005,
Mr. Yuan served as the general manager of Shenzhen Highway
Sender International Transport Co., Ltd.* (& JII T /& & JIE &=
REBERIEEMRAA), alogistics agency, where he was
responsible for strategic planning and overseeing the overall
operation management of the company.

Independent non-executive Directors

Mr. Chen Zhong (B &) (“Mr. Chen”), aged 55, was appointed
as an independent non-executive Director of our Group on
20 September 2019. He is the chairman of the Nomination
Committee, a member of the Audit Committee and the
Remuneration Committee of our Group. He is responsible for
providing independent advice to the Board. Mr. Chen obtained
his Bachelor’s degree in Radio Physics from Xiamen University in
July 1985. He further obtained a Master’s degree in Science and
a Doctorate degree in Science from Xiamen University in August
1988 and February 1993 respectively. Mr. Chen is a professor
and lecturer of the Faculty of Electronic Science in Xiamen
University. From April 1993 to July 1995, Mr. Chen worked as a
postdoctoral researcher in the Fujian Institute of Research on the
Structure of the Chinese Academy of Science. He then joined
Xiamen University in August 1995 as an assistant professor of
the Faculty of Chemistry and was promoted to a professor in
December 2000. From December 2003 to September 2017,
Mr. Chen served as the associate dean of the College of Physical
Science and Technology of Xiamen University. He became
the associate dean of the College of Electronic Science and
Technology of Xiamen University since October 2017.

*  For identification purpose only
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EERSREEBNEERE

Mr. Wong Chun Sek Edmund (& & &) (“Mr. Wong”), aged
35, was appointed as an independent non-executive Director
of our Group on 20 September 2019. He is the chairman of the
Audit Committee, a member of the Remuneration Committee and
the Nomination Committee of our Group. He is responsible for
providing independent advice to the Board. Mr. Wong obtained
his Bachelor’'s degree in Accountancy from Hong Kong Baptist
University in November 2007, Master of Science in Applied
Accounting and Finance from Hong Kong Baptist University in
November 2013, and Master of Business Administration from
The Open University of Hong Kong in October 2016 and Master
of Corporate Governance from The Open University of Hong
Kong in August 2017. Mr. Wong is a member of the Hong
Kong Institute of Certified Public Accountants, the Institute of
Chartered Accountants in England and Wales, the Association
of Chartered Certified Accountants of the United Kingdom, the
Hong Kong Institute of Chartered Secretaries and the Institute of
Chartered Secretaries and Administration. Mr. Wong has more
than 10 years of experience in accounting, taxation and auditing.
He joined Deloitte Touche Tohmatsu as an audit associate in
September 2007 and left as an audit senior in November 2011.
Mr. Wong joined Patrick Wong C.P.A. Limited as an audit
manager in February 2012 and has been its practicing director
since March 2013. Mr. Wong is currently the independent non-
executive director of InvesTech Holdings Limited, a company
listed on the Main Board of the Stock Exchange (stock code:
1087) which is principally engaged in the provision of network
system integration.

Mr. Wu Tai Cheung (# K #) (“Mr. Wu”), aged 62, was
appointed as an independent non-executive Director of our
Group on 20 September 2019. He is the chairman of the
Remuneration Committee, a member of the Audit Committee
and the Nomination Committee of our Group. He is responsible
for providing independent advice to the Board.

Mr. Wu obtained his Bachelor’s degree in Arts in Accountancy
from the University of Bolton (formerly known as the Bolton
Institute of Higher Education) in October 2002 and his Master’s
degree in Business Administration from the University of
Newcastle, Australia in December 2004. He has also been
holding the following memberships, namely (i) member of the
Hong Kong Institute of Certified Public Accountants (formerly
known as the Hong Kong Society of Accountants) since October
2003; (i) associate of the Taxation Institute of Hong Kong since
November 2003; (iii) fellow of the Association of Chartered
Certified Accountants since December 2007 (member of the
same association since December 2002); (iv) associate of the
Hong Kong Institute of Chartered Secretaries since October
2008; and (v) associate of the Institute of Chartered Secretaries
and Administrators since October 2008.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EENRGNEEBNEREFS

Mr. Wu has over 35 years of experience in accounting and
corporate finance. He worked in Peat, Marwick, Mitchell & Co.
(which was later merged into KPMG) since October 1977 and
left as an assistant manager in May 1985. During June 1985 to
around July 1987, Mr. Wu worked as an accounting manager in
Falcon Insurance Company (Hong Kong) Limited (formerly known
as Ka Wah AMEV Insurance Limited). After that, he joined Asian
Properties Limited as a financial controller and left as the finance
director in September 1998, during which he was responsible
for the control of the overall management reporting and
cashflow projection and compliance of statutory requirements.
Since August 1998, he has served as a director in Croydon
Management Services Limited which was principally engaged
in the provision of accounting and corporate services. Since
2002, Mr. Wu has held various positions in companies listed on
the Main Board of the Stock Exchange. He served as a financial
controller and company secretary in Zhongda International
Holdings Ltd. (then stock code: 909) from April 2002 to March
2004 and a financial controller and company secretary in
Zhejiang Shibao Company Limited (stock code: 1057) from April
2005 to September 2006. During the period from September
2007 to March 2010, Mr. Wu worked as the company secretary
of Pacific Textiles Holdings Limited (stock code: 1382), which he
joined in October 2006 as the financial manager. Mr. Wu was a
chief financial officer and company secretary in China First Capital
Group Limited (formerly known as China Vehicle Components
Technology Holdings Limited) (stock code: 1269) from October
2011 to February 2012. He was the company secretary of
Shenyang Public Utility Holdings Company Limited (stock code:
747) from May 2013 to March 2014 and acted as the joint
company secretary from March 2014 to July 2018. He was the
chief financial officer and company secretary of Yee Hop Holdings
Limited (stock code: 1662) from June 2015 to November 2019.
Mr. Wu served as an independent non-executive director of New
Provenance Everlasting Holdings Limited (formerly known as BEP
International Holdings Limited) (stock code: 2326) from January
2006 to October 2007 and Munsun Capital Group Limited
(formerly known as China Precious Metal Resource Holdings
Company Limited) (stock code: 1194) from October 2016 to
February 2019. Mr. Wu has been the independent non-executive
director of Yun Lee Marine Group Holdings Limited since March
2019 (stock code: 2682).
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Company Secretary

Ms. Jian Xuegen (f§Z R) (“Ms. Jian”), aged 34, was
appointed as the company secretary of our Group on 21
February 2019. Since February 2019, Ms. Jian has joined
Wisdom Professional Limited, a professional services provider
specialising in corporate and investor services, with her position
as a consultant and is responsible for providing professional
corporate secretarial services to companies listed on the Stock
Exchange.

Ms. Jian obtained her Bachelor’s degree in Accounting from
the South China University of Technology in July 2008. She has
been a member of the Hong Kong Institute of Certified Public
Accountants since January 2019. She has also been a member
of the Chinese Institute of Certified Public Accountants since
December 2010.

Ms. Jian joined Ernst & Young Hua Ming LLP Guangzhou
Branch in November 2008 and left with her last position as
manager in the assurance department in December 2016. Since
December 2016, she has worked as financial controller in the
group of Eternity Technology Holdings Limited, a company
listed on the Stock Exchange (stock code: 1725), and also the
company secretary of Eternity Technology Holdings Limited since
January 2020. Since February 2019, she has been the company
secretary of Sprocomm Intelligence Limited, a company listed
on the Stock Exchange in November 2019 (stock code: 1401).
Since January 2020, Ms. Jian is also the director of Shenzhen
Shan source Electric Co., Ltd.* (FIINLRE2Z 5 B R A7),
which principally involved in manufacture and sales of electronic
radiators, PTC heaters, and electronic metal hardware.

*  For identification purpose only
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Senior Management

Mr. Yang Zougao (#% & &) (“Mr. Yang”), aged 43, is the
general manager of production of our Group and is responsible
for overseeing productions and quality control of our Group. He
has over 20 years of experience in the electronic engineering and
manufacturing industry.

Mr. Yang obtained his diploma in electrical engineering from
Hunan Industry Polytechnic in July 1998. Prior to joining our
Group, Mr. Yang worked as a technician in Dongguan Jinzheng
Digital Technology Co., Ltd.* (BRZET & [EH BRI E R A A)
from February 1998 to August 2000. He worked in Dongguan
Jinzhong Electronics Co., Ltd.* (REEm & R EFER A
A]) as an equipment officer from August 2000 to December
2000. He then worked as a production line engineer in BBK
Educational Electronics Co., Ltd* (F XS #HEE T ERE A
Al), a company principally engaged in the sales and supply of
electronic products, from January 2001 to July 2001. In August
2001, he joined Shenzhen Confidence as the general manager of
production and became a director since December 2015.

Mr. Chen Qin (Ff #1), aged 36, is the general manager of
marketing and product affairs of our Group and is responsible
for overseeing sales and operations, business development
and project management of our Group. He has over 10 years
of experience in the electronic engineering and manufacturing
industry.

Mr. Chen Qin obtained his degree in telecommunication
engineering from Guilin University of Electronic Technology in
July 2006. He further obtained a master’s degree in software
engineering from University of Electronic Science and Technology
of China in December 2012. Prior to joining our Group, Mr.
Chen Qin worked as a senior engineer and project manager in
Shenzhen Jiuzhou Electric Co., Ltd.* (FIIIT LI E 35 5 R
~ A]) from July 2006 to July 2009. He then worked as a head
of production line in Jiuzhou Jena Co., Ltd., a digital video
network provider located in the U.S., from August 2009 to May
2013 where he was responsible for expanding the market and
managing the production lines of the company in Northern U.S..
He returned to Shenzhen Jiuzhou Electric Co., Ltd* (F I T 1
I 'E 25 B BR A Al) and served as the head of technical support
department from June 2013 to September 2014. In March 2015,
he joined Shenzhen Confidence as the general manager of
marketing and product affairs and was promoted as a director in
December 2015.

*  For identification purpose only
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Corporate Governance Practices

The Company recognises the value and importance of achieving
high corporate governance standards to enhance corporate
performance, transparency and accountability, earning the trust
of shareholders and the public. The Board strives to adhere
to the principles of corporate governance and adopt sound
corporate governance codes to meet the legal and commercial
standards by focusing on areas such as internal control,
adequate disclosure and accountability to all shareholders.

The Company has adopted and complied with the code
provisions set out in the Corporate Governance Code (the “CG
Code”) as set out in Appendix 14 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”)
during the Reporting Period except the following deviation:

CG Code provision A.2.1 stipulates that the roles of chairman
of the Board and chief executive should be separate and
should not be performed by the same individual. Mr. Li is the
chairman of the Board and the chief executive officer of our
Group, which was deviated from the CG Code. However, having
considered the nature and extent of our Group’s operations,
Mr. Li's extensive experience in the industry, familiarity with the
operations of our Group since its business operation, that all
major decisions are made in consultation with members of our
Board and relevant Board committees, and that there are three
independent non-executive Directors on our Board offering
independent perspectives, our Board is therefore of the view
that there are adequate safeguards in place to ensure sufficient
balance of powers and authorities between our Board and the
management of our Company and that it is in the best interest
of our Group to have Mr. Li taking up both roles. As such, the
roles of the chairman and chief executive officer of our Group
are not being separated pursuant to the requirement under code
provision A.2.1 of the CG Code. The Board will also continue to
review and monitor the practices of the Company for the purpose
of complying with the CG Code and maintaining a high standard
of corporate governance practices of the Company.
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Model Code for Securities Transactions of
Directors of Listed Issuers (the “Model Code”)

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as its code of conduct regarding
Directors’ securities transactions. All Directors have confirmed
that, following specific enquiry by the Company, they have
complied with the required standard set out in the Model Code
from the Listing Date up to the date of this report.

Corporate Governance Duties

The Board is responsible for performing the corporate
governance duties as set out in code provision D.3.1 of the CG
Code. During the Reporting Period, the Board had reviewed and
discussed the corporate governance policy of the Group and
was satisfied with the effectiveness of the corporate governance
policy of the Group.

Chairman and Chief Executive Officer

CG Code provisions A.2.1 stipulates that the roles of chairman
and chief executive officer should be separate and should not
be performed by the same individual. The Company does not
segregate the roles of chairman and chief executive officer and
Mr. Li currently holds both of the chairman and chief executive
officer positions, as explained in the paragraph headed “Corporate
Governance Practices” above in the Corporate Governance
Report.

Independent Non-Executive Directors

The independent non- executive Directors are highly skilled
professionals with a broad range of expertise and experience
in the fields of accounting, finance and business. Their
skills, expertise and number in the Board ensure that strong
independent views and judgement are brought in the Board’s
deliberations and that such views and judgement carry weight
in the Board’s decision-making process. Their presence and
participation also enable the Board to maintain high standards
of compliance in financial and other mandatory reporting
requirements and provide adequate checks and balances to
safeguard the interests of shareholders of the Company and the
Company.

The Company annually assesses the independence of each
independent non- executive Director during their terms of
appointment. From the Listing Date up to 31 December 2019,
the Company received from each of the independent non-
executive Directors a written confirmation of their independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers that all the independent non-executive Directors are
independent.
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The Board

The Board currently comprises three executive Directors, namely
Mr. Li Hao (chairman and chief executive officer), Mr. Zhang
Bizhong and Mr. Xu Shizhen; one non-executive Director, namely
Mr. Yuan Shuntang; and three independent non-executive
Directors, namely Mr. Wong Chun Sek Edmund, Mr. Chen Zhong
and Mr. Wu Tai Cheung. The number of independent non-
executive Directors represents more than one third of the Board.
The biographical details of and relationships among the members
of the Board are disclosed under the section headed “Biographical
Details of Directors and Senior Management” on pages 17 to 23
of this annual report.

The Directors believe that the composition of the Board reflects
the necessary balance of skills and experience appropriate for
the requirements of the business development of the Group and
for effective leadership as all the Executive Directors possess
extensive experience in management and professional knowledge
in business, while the three independent non- executive Directors
possess professional knowledge and broad experience in
finance and business. The Directors are of the opinion that the
present structure of the Board can ensure the independence
and objectivity of the Board and provide a system of checks and
balances to safeguard the interests of the shareholders of the
Company and the Company.

The Directors acknowledge their responsibilities for preparing
the financial statements of the Company for the year ended 31
December 2019. The Directors are not aware of any material
uncertainties relating to events or conditions that may cast
significant doubt upon the Company’s ability to continue as a
going concern. The statement of the independent auditor of the
Company about their reporting responsibilities on the financial
statements is set out in the Independent Auditor’s Report on
page 90 to 99. The Board is responsible for leadership and
control of the Company and oversees the Group’s business,
strategic decisions and performance and is collectively
responsible for promoting the success of the Company by
directing and supervising its affairs. Directors of the Board shall
take decisions objectively in the interests of the Company.

In addition, the Board has also delegated various responsibilities
to the Board committees. Board meetings are structured so as to
encourage open discussion, frank debate and active participation
by Directors in meetings. The Company provides the Board
with information and explanations that are necessary to enable
Directors to make an informed assessment of the financial and
other information put before the Board.
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Appointment, Re-Election and Removal of
Directors

All Directors are appointed for a specific term. Each of the
Directors of the Company is under a service contract or a letter of
appointment with the Company for a period of one to three years
commencing from the Listing Date.

According to the articles of association of the Company (the
“Articles”), at each annual general meeting, one third of the
Directors for the time being (or if their number is not a multiple
of three, then the number nearest to but not less than one third)
shall retire from office by rotation provided that every Director
shall be subject to retirement at an annual general meeting at
least once every three years. The Directors to retire by rotation
shall include any Director who wishes to retire and not to offer
himself for re-election. Any further Directors so to retire shall be
those who have been longest in office since their last re-election
or appointment but as between persons who became or were
last re-elected Directors on the same day those to retire will
(unless they otherwise agree among themselves) be determined
by lot.

At any time or from time to time, the Board shall have the power
to appoint any person as a Director either to fill a casual vacancy
on the Board or as an additional Director to the existing Board
subject to any maximum number of Directors, if any, as may be
determined by the members in general meeting. Any Director
so appointed to fill a casual vacancy shall hold office only until
the first general meeting of the Company after his appointment
and be subject to re-election at such meeting. Any Director so
appointed as an addition to the existing Board shall hold office
only until the first annual general meeting of the Company after
his appointment and be eligible for re-election at such meeting.
Any Director so appointed by the Board shall not be taken into
account in determining the Directors or the number of Directors
who are to retire by rotation at an annual general meeting.

Pursuant to the Articles, Mr. Li, Mr. Zhang, Mr. Xu, Mr. Yuan,
Mr. Wong, Mr. Wu and Mr. Chen will retire and, being eligible,
offer themselves for re-election at the forthcoming annual general
meeting (“AGM”).
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Board Diversity Policy

The Board has adopted a board diversity policy which sets out
the approach to achieve diversity on the Board. The Company
recognises and embraces the benefits of a diverse Board with
a balance of skills, experience and diversity of perspectives to
enhance the quality of its performance. All Board appointments
will be considered against selection criteria.

The Company seeks to achieve the diversity of the Board through
the consideration of a number of factors in the Board members’
selection process, including but not limited to gender, age,
cultural and educational background of the Board, professional
qualifications, skills, knowledge, industry experience, ethnicity
and length of service. All Board appointments will be based on
meritocracy and contribution that the selected candidate will
bring to the Board, and candidates will be considered against
objective criteria, having due regard for the benefits of diversity
on the Board.

The Nomination Committee will review the board diversity policy,
as appropriate, to ensure the effectiveness of the board diversity
policy and discusses any revisions that may be required and
recommend any such revisions to the Board for consideration
and approval.

The Company has also taken, and will continue to take steps to
promote gender diversity at all levels of the Company, including
but not limited to the Board and senior management levels.
While we recognise that gender diversity at the Board level can
be improved given its current composition of all-male Directors,
the Company will continue to apply the principle of appointments
based on merits with reference to the board diversity policy as a
whole.

Proceedings of Board Meetings and Board
Committee Meetings

The Board may meet for the dispatch of business, adjourn and
otherwise regulate its meeting and proceedings as it thinks fit
and may determine the quorum necessary for the transaction of
business. An AGM and an extraordinary general meeting called
for the passing of a special resolution shall be called by at least
21 days’ notice in writing, and a meeting of the Company other
than an AGM or an extraordinary general meeting for the passing
of a special resolution shall be called by at least 14 days’ notice
in writing. A meeting of the Board or any committee of the Board
may be held by means of such telephone, electronic or other
communication facilities as permit all persons participating in the
meeting.
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When a Director and the enterprise(s) involved in a proposal of a
Board meeting have connected relations, such Director shall not
exercise his/her voting rights on such proposal, nor shall he/she
exercise any voting rights on behalf of other Directors.

Set out below are details of the attendance record of each
Director at the Board, committee and general meetings of the
Company from the Listing Date and up to the date of this report:

HEFEEFEIRERMPRNECEAH
BRR  MRES T SHERZERITERORE -
MAEREEMEBFTEEARRE -

UTHISESFHFEA LTRAMEEARE
FHMBTNARAEEESe% R8BS
LR A M F AR -

Attendance/Number of Meetings Held

HER/SRETRY
Audit Nomination ~ Remuneration
Board Committee Committee Committee General
Meeting Meeting Meeting Meeting Meeting
Ezg ENZER R4Z88 ¥Hzee
Name of Directors ESH3 - = -f 83 BREAE
Executive Directors HiTESE
Mr. Li Hao EEE 212 - - - -
Mr. Zhang Bizhong RUBEE 2/2 - - - -
Mr. Xu Shizhen A EEE 212 - - - -
Non-executive Director FHTES
Mr. Yuan Shuntang RIEELE 2/2 = = = =
Independent Non-Executive Directors  BYFH1TES
Mr. Chen Zhong BRALE 2/2 2/2 17 17 -
Mr. Wong Chun Sek Edmund BRERE 2/2 202 1A 17 =
Mr. Wu Tai Cheung YN 2/2 2/2 1 17 -

representing chairman of the board or the committees

The Board has established three committees, namely, the audit
committee (“Audit Committee”), the remuneration committee
(“Remuneration Committee”) and the nomination committee
(“Nomination Committee”), for overseeing aspects of the
Company’s affairs. All committees have been established with
defined written terms of reference, which were posted on the
Stock Exchange (www.hkex.com.hk) and the Company website
(www.szxinken.com). All committees should report to the Board
on their decisions or recommendations made.

All committees are provided with sufficient resources to discharge
their duties and, upon reasonable request, are able to seek
independent professional advice in appropriate circumstances, at
the Company’s expense.
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Audit Committee

The Audit Committee was established on 20 September 2019
with terms of reference in compliance with the CG Code for
the purpose of making recommendations to the Board on the
appointment and removal of the external auditor, to review the
financial statements and related materials and provide advice
in respect of the financial reporting process, and to oversee the
risk management and internal control systems of the Group.
The Audit Committee comprises three members, all being
independent non- executive Directors, namely, Mr. Wong Chun
Sek Edmund (Chairman), Mr. Chen Zhong and Mr. Wu Tai
Cheung. The Group’s accounting principles and policies, financial
statements and related materials for the year had been reviewed
by the Audit Committee.

During the year ended 31 December 2019 and up to the date
of this report, the Audit Committee has held two meetings for
discussion on the audit and financial reporting related matters.
At the meetings, the Audit Committee had reviewed the audit
plans, final results and the Group’s internal controls for the year
ended 31 December 2019. Full minutes of the Audit Committee
meetings are kept by the company secretary. Draft and final
versions of the minutes of the Audit Committee meetings are
circulated to all members of the Audit Committee for comments
and approval and all decisions of the Audit Committee are
reported to the Board subject to applicable restriction.

The terms of reference of the Audit Committee are available on
the website of the Company and of the Stock Exchange.

The external auditor was invited to attend the Audit Committee
meetings to discuss with the Audit Committee members on the
audit and financial reporting related matters. The Chairman of
the Audit Committee provided the Board with a briefing on the
significant issues after each Audit Committee meeting.

The Group’s final results for the Reporting Period had been
reviewed by the Audit Committee before submission to the Board
for approval. The Audit Committee had also reviewed this annual
report, and confirmed that this annual report is completed and
accurate, and has complied with the Listing Rules. There is no
disagreement between the Directors and the Audit Committee
regarding the selection and appointment of the external auditors.
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Remuneration Committee

The Remuneration Committee was established on 20 September
2019 with terms of reference in compliance with the CG Code
for the purpose of making recommendations to the Board on
the overall remuneration policy and structure relating to the
Directors and senior management of the Group, to review and
evaluate their performance in order to make recommendations
on the remuneration package of each of the Directors and senior
management of the Company. The Remuneration Committee
comprises three members, all being independent non- executive
Directors, namely, Mr. Wu Tai Cheung (Chairman), Mr. Chen
Zhong and Mr. Wong Chun Sek Edmund.

During the year ended 31 December 2019 and up to the date of
this report, the Remuneration Committee has held one meeting.
Full minutes of the Remuneration Committee meetings are kept
by the company secretary. At the meeting, the Remuneration
Committee had reviewed and made recommendation to the
Board on the remuneration policies of the Directors and the
senior management as well as the remuneration packages for the
year ended 2019 and the year ending 2020 and the performance
of the Directors. Draft and final versions of the minutes of the
Remuneration Committee meetings are circulated to all members
of the Remuneration Committee for comments and approval and
all decisions of the Remuneration Committee are reported to the
Board subject to applicable restriction. The terms of reference of
the Remuneration Committee are available on the website of the
Company and of the Stock Exchange.

Remuneration of Directors and Senior
Management

The Group has paid and accrued the amounts of approximately
RMB691,000, RMB596,000, RMB687,000, RMB22,000,
RMB22,000, RMB22,000 and RMB22,000 to Mr. Li, Mr. Zhang,
Mr. Xu, Mr. Yuan, Mr. Wong, Mr. Wu and Mr. Chen, respectively,
as Directors’ remuneration, for the year ended 31 December
2019.

Directors’ remuneration is determined based on a variety of
factors such as market conditions and responsibilities assumed
by each Director. As at 31 December 2019, there was no
arrangement in which the Directors waived their remuneration.
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Senior management’s remuneration payment of the Group for the
year ended 31 December 2019 falls within the following bands:

BE_Z-hF+_A=+—HLEFE ' &
SEXNRREEENFMN TUATHE :

2019 2018
—E-NEF —E-N\F
Nil to RMB1,000,000 =T E= AR¥ 1,000,000 7T 2 2

Nomination Committee

The Board would follow a set of formal, considered and
transparent procedures for the appointment of new directors
to the Board. The appointment of a new director has been
a collective decision of the Board, taking into consideration
the candidate’s qualification, expertise, experience, integrity
and commitment to his/her responsibilities within the Group.
In addition, all candidates to be selected and appointed as a
director must be able to meet the standards set out in Rules 3.08
and 3.09 of the Listing Rules.

The Nomination Committee was established on 20 September
2019 with terms of reference in compliance with the CG Code
for the purpose of making recommendations to the Board
on the appointment of Directors and the management of the
Board succession. The Nomination Committee consists of three
members, all being independent non- executive Directors, namely
Mr. Chen Zhong (Chairman), Mr. Wong Chun Sek Edmund and
Mr. Wu Tai Cheung.

During the year ended 31 December 2019 and up to the date
of this report, the Nomination Committee has held one meeting.
At the meeting, the Nomination Committee had reviewed
the structure, size and composition of the Board, assessing
the independence of independence non-executive Directors,
reviewed the board diversity policy and other matters of the
Company. Full minutes of the Nomination Committee meetings
are kept by the company secretary. Draft and final versions of the
minutes of the Nomination Committee meetings are circulated
to all members of the Nomination Committee for comments and
approval and all decisions of the Nomination Committee are
reported to the Board subject to applicable restriction. The terms
of reference of the Nomination Committee are available on the
website of the Company and of the Stock Exchange.
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Nomination Policy

The Company has adopted a Nomination Policy for the
Nomination Committee to consider and make recommendations
to shareholders for election as Directors at general meetings or
appoint as Directors to fill casual vacancies.

Selection Criteria

The factors listed below would be used as reference by the
Nomination Committee in assessing the suitability of a proposed
candidate:

—
—

)

reputation for integrity;

accomplishment and experience in the business in which
the Group is engaged in;

commitment in respect of available time and relevant
interest;

diversity in all its aspects, including but not limited to race,
gender, age (18 years or above), cultural and educational
background and length of service;

qualifications which include professional qualifications, skills,
knowledge and industry experience that are relevant to the
Company’s business and corporate strategy;

the number of existing directorships and other commitments
that may demand the attention of the candidate;

requirement for the Board to have Independent Non-
executive Directors in accordance with the Listing Rules and
whether the candidates would be considered independent
with reference to the independence guidelines set out in
Rules 3.08, 3.09 and 3.13 of the Listing Rules;

Board Diversity Policy of the Company and any measurable
objectives adopted by the Nomination Committee for
achieving diversity on the Board; and

such other perspectives appropriate to the Company’s
business.
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Director Nomination Procedure

Subject to the provisions in the Articles of Association of the
Company and the Listing Rules, if the Board recognises the need
for an additional Director or a member of senior management,
the following procedure will be followed:

(1)

The Nomination Committee and/or Board will identify
potential candidates based on the criteria as set out in the
selection criteria, possibly with assistance from external
agencies and/or advisors;

The Nomination Committee and/or the Company
Secretary of the Company will then provide the Board
with the biographical details and details of the relationship
between the candidate and the Company and/or Directors,
directorships held, skills and experience, other positions
which involve significant time commitment and any other
particulars required by the Listing Rules, the Companies Law
of the Cayman Islands and other regulatory requirements for
any candidate for appointment to the Board;

The Nomination Committee would then make
recommendation to the Board on the proposed candidate(s)
and the terms and conditions of the appointment;

The Nomination Committee should ensure that the
proposed candidate(s) will enhance the diversity of the
Board, being particularly mindful of gender balance;

In the case of the appointment of an Independent Non-
executive Director, the Nomination Committee and/or
the Board should obtain all information in relation to the
proposed Director to allow the Board to adequately assess
the independence of the Director in accordance with the
factors set out in Rules 3.08, 3.09 and 3.13 of the Listing
Rules, subject to any amendments as may be made by the
Stock Exchange from time to time; and

The Board will then deliberate and decide on the
appointment based upon the recommendation of the
Nomination Committee.

The Nomination Committee will monitor the implementation of
the Nomination Policy and report to the Board annually.
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Corporate Governance Function

The Board does not have a Corporate Governance Committee.
The functions that would be carried out by a Corporate
Governance Committee are performed by the Board as a whole
and are as follows:

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

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

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

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

5. to review the Company’s compliance with the CG code and
disclosure in the Corporate Governance Report.

The corporate governance policy is formulated with an emphasis
on the Board’s quality, effective internal control, stringent
disclosure practices and transparency and accountability to all
shareholders of the Company. The Board strives to comply with
the code provisions and reviews its corporate governance policy
regularly in order to maintain high standards of business ethics
and corporate governance, and to ensure the full compliance of
the Group’s operations with applicable laws and regulations.
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Continuous Professional Development

Pursuant to the CG Code provision A.6.5, all Directors
should participate in a programme of continuous professional
development to develop and refresh their knowledge and skills to
ensure that their contribution to the Board remains informed and
relevant. The Company should be responsible for arranging and
funding training, placing an appropriate emphasis on the roles,
functions and duties of the Directors. During the year ended 31
December 2019, the Company had arranged to provide trainings
to all the Directors.

For the year ended 31 December 2019, the Directors participated
in the following continuous professional development:

FEEXER
RIEEEREATAGFEALSK =2RES
R2EFEEXBERABUNERLREHNES
ZRBR R BRREHESSHELAL
KA ER - ARBAR BT REMFI
TEERAEE2AE B BE -#E—
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ZHRAZBEFRMEEI -

BE-F-—AFT-A=+—ALFE &
FLRTHHERLRR

Training on corporate governance,
director’s duties, environment,
social and governance,

and/or regulatory update

FREGEER
EERE RE-
HERER
Name of Directors BEEgR & REREH A
Executive Directors HITEE
Mr. Li Hao FERE v/
Mr. Zhang Bizhong oR WA 4B S A v
Mr. Xu Shizhen APt E S A v
Non-executive Director FHITES
Mr. Yuan Shuntang RIBE LA v
Independent Non-Executive BIYFHITES
Directors
Mr. Chen Zhong BRAELAE 4
Mr. Wong Chun Sek Edmund |mEWETE v
Mr. Wu Tai Cheung AREE A 4
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External Auditor’s Remuneration

The Company engaged PricewaterhouseCoopers, as its external
auditor for the year ended 31 December 2019. There was no
disagreement between the Board and the Audit Committee
on the selection, appointment, resignation or dismissal of the
external auditor. During the year ended 31 December 2019, the
fee payable to PricewaterhouseCoopers, in respect of its audit
services provided to the Company was approximately RMB1.1
million.

Internal Control

The Company does not have an internal audit department and
is currently of the view that there is no immediate need to set up
an internal audit department within the Group in light of the size,
nature and complexity of the Group’s business and structure. The
Board is responsible for maintaining an adequate internal control
system to safeguard the investments of the shareholders and
Group’s assets and reviewing the effectiveness of such through
Audit Committee on an annual basis. The Audit Committee
oversees the internal control system of the Group, reports to
the Board on any material issues and makes recommendations.
An annual review of the effectiveness of the system of internal
controls of the Group will be conducted.

During the Reporting Period, the Company also engaged an
independent internal control adviser to carry out review on the
internal control system and risk management system of the
Group. The review involves all material monitoring aspects,
including but not limited to finance, operation, compliance and
risk management. The adviser has conducted analysis and
independent assessment on the adequacy and the effectiveness
of the internal control system and risk management of the Group,
and has submitted the findings and recommendations to the
Audit Committee and the Board. The Board is of the view that
the internal control measures in place are adequate and effective
to safeguard the interest of shareholders and the Group’s assets.

Delegation by the Board

In general, the Board oversees the Company’s strategic
development and determines the objectives, strategies and
policies of the Group. The Board also monitors and controls
operating and financial performance and sets appropriate
policies for risk management in pursuit of the Group’s strategic
objectives. The Board delegates the implementation of strategies
and day-to-day operation of the Group to the management.
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Company Secretary

Ms. Jian has been appointed as the company secretary of
the Company since 21 February 2019 and is responsible for
overseeing all the company secretarial matters of the Group.
In the opinion of the Board, Ms. Jian possesses the necessary
qualification and experience, and is capable of performing the
functions of the company secretary. During the year ended 31
December 2019, Ms. Jian confirmed that she has taken no less
than 15 hours of relevant professional training. The Company
will provide fund for Ms. Jian to take no less than 15 hours of
appropriate professional training in each financial year as required
under Rule 3.29 of the Listing Rules.

Shareholders’ Rights

The general meetings of the Company provide an opportunity
for communication between the shareholders and the Board. An
AGM of the Company shall be held in each year and at the place
as may be determined by the Board. Each general meeting, other
than an AGM, shall be called an extraordinary general meeting.

Shareholders to Convene an Extraordinary
General Meeting

Pursuant to article 64 of the Articles, any one or more
shareholders holding at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the Company
shall at all times have the right, by written requisition to the Board
or the secretary of the Company, to require an extraordinary
general meeting to be called by the Board for the transaction
of any business specified in such requisition; and such meeting
shall be held within two months after the deposit of such
requisition. If within 21 days of such deposit the Board fails to
proceed to convene such meeting the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure
of the Board shall be reimbursed to the requisitionist(s) by the
Company.
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Putting Enquiries by Shareholders to the Board
Shareholders may send written enquiries to the Company for the
attention of the company secretary at the Company’s principal
place of business in Hong Kong.

Procedures for Putting Forward Proposals by
Shareholders at Shareholders’ Meetings
Shareholders of the Company are requested to follow article
72 of the Articles for including a resolution at an extraordinary
general meeting. The requirements and procedures are set
out above in the paragraph headed “Proceedings at general
meeting”.

Pursuant to article 113 of the Articles, no person other than a
Director retiring at the meeting shall, unless recommended by
the Directors for election, be eligible for election as a Director at
any general meeting unless a notice signed by that person (other
than the person to be proposed) duly qualified to attend and vote
at the meeting for which such notice is given of his intention to
propose such person for election and also a notice signed by the
person to be proposed of his willingness to be elected shall have
been lodged at the head office or at the registration office of the
Company provided that the minimum length of the period, during
which such notice(s) are given, shall be at least seven days and
that (if then notices are submitted after the despatch of the notice
of the general meeting appointed for such election) the period for
lodgement of such notice(s) shall commence on the day after the
despatch of the notice of the general meeting appointed for such
election and end no later than seven days prior to the date of
such general meeting.

The procedures for shareholders of the Company to propose a
person for election as a Director is posted on the website of the
Company. Shareholders or the Company may refer to the above
procedures for putting forward any other proposals at general
meetings.
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Investors Relations

The Company believes that effective communication with the
investors is essential for enhancing investors’ knowledge and
understanding of the Company. Information of the Company is
disseminated to the shareholders in the following manner:

° Delivery of annual and interim results and reports to all
shareholders;

e  Publication of announcements on the annual and interim
results on the website of the Company and Stock
Exchange, and issue of other announcements and
shareholders’ circulars in accordance with the continuing
disclosure obligations under the Listing Rules; and

e  The general meeting of the Company is also an effective
communication channel between the Board and
shareholders.

The Company keeps on promoting investor relations and
enhancing communication with the existing shareholders and
potential investors. It welcomes suggestions from investors,
stakeholders and the public. Enquiries to the Board or the
Company may be sent by post to the Company’s principle place
of business in Hong Kong.

Dividend Policy

The Company has adopted a Dividend Policy that aims to provide
the guidelines for the Board to determine whether dividends
are to be declared and paid to the Shareholders and the level
of dividend to be paid. Under the Dividend Policy, in deciding
whether to propose a dividend and in determining the dividend
amount, the Board shall take into account, among others,

(1) the Group’s actual and expected financial performance;

(2) the Group’s expected working capital requirements, capital
expenditure requirements and future expansion plans;

(8) retained earnings and distributable reserves of the Company
and each of the members of the Group;
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(4) the Group’s liquidity position;

(5) interest of shareholder;

(6) taxation consideration;

(7) potential effect on creditworthiness;

(8) the general economic conditions and other internal or
external factors that may have an impact on the business or
financial performance and position of the Group; and

(9) any other factors that the Board deems appropriate.

The declaration and payment of dividends by the Company shall
remain to be determined at the sole discretion of the Board and
is also subject to any restrictions under the Companies Law of
the Cayman Islands, the Listing Rules, the laws of Hong Kong
and the Company’s Memorandum and Articles of Association
and any other applicable laws and regulations. The Company
does not have any pre-determined dividend distribution ratio. The
Company’s dividend distribution record in the past may not be
used as a reference or basis to determine the level of dividends
that may be declared or paid by the Company in the future.

The Company will continually review the Dividend Policy and
reserves the right in its sole and absolute discretion to update,
amend and/or modify the Dividend Policy at any time, and
the Dividend Policy shall in no way constitute a legally binding
commitment by the Company that dividends will be paid in any
particular amount and/or in no way obligate the Company to
declare a dividend at any time or from time to time.

Constitutional Documents

On 20 September 2019, the Company has adopted an amended
and restated memorandum and articles of association which
had been uploaded to the websites of the Company and the
Stock Exchange. Save as disclosed above, there had been
no significant changes in the constitutional documents of the
Company during the year ended 31 December 2019.
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Scope and Reporting Period

The Board is pleased to present its first Environmental, Social
and Governance (“ESG”) report, which highlights its ESG
performance from 1 January 2019 to 31 December 2019 (the
“Reporting Period”).

This ESG report was prepared with reference to the
Environmental, Social and Governance Reporting Guide (the “ESG
Reporting Guide”) as described in Appendix 27 of the Listing
Rules and Guidance set out by the Stock Exchange.

The Group is engaged in provision of electronic manufacturing
service and over 90% of its revenue derived from the PRC
market. The scope of this ESG report covers the Group’s
business in the PRC, where the Group’s principal operations and
manufacturing plant are located (the “Factory”), and its major
revenue is derived. The Group’s operations outside the PRC
are not included in the scope as they do not have significant
environmental and social impacts.

Stakeholder Engagement

The Group fully understands that balancing the expectations
and needs of different stakeholders is the focus of corporate
sustainable development. Through listening to the interests of our
stakeholders, we understand the sustainable development risks
and opportunities confronting the Group from different aspects,
and develop corresponding policies and implement various
environmental, social and governance measures. The Group
maintains an open and transparent dialogue with its stakeholders
through various channels including meetings, trade exhibitions,
surveys, seminars and workshops and reflect their opinions
in the report. The data and information in this ESG report are
sourced from the relevant documents, reports, statistical data,
management and operation information collected by the Group.
The Board has reviewed the contents of this ESG report.
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The following table summarises the main expectations and T RBMANEEAEF N EZFIZAEE D
concerns of the key stakeholders identified by the Group, andthe FEH AT IMNZEUNIEENEEE

corresponding management responses.

[Elf& °

Stakeholders Communication Channel Management responses/Key Concerns
Mz EEE BERE EREOE TERE
Governments and e Compliance with laws and regulations e Tax compliance
regulatory bodies [EAS D7 NE Drrgs) BMEEH
BT R EEE W e Corresponding government policies ~ ® Regulatory compliance
AR PE U SR EEAR
e Business ethics
HES 53
Shareholders e Financial results e Financial performance
&S LB i g RIR
e Corporate report and announcement e  Corporate governance
TERERAE TEER
e (General meeting e Risk management and internal control
&N [ ez B 2R J% A B EL
Employees e Career development platform e Promotion mechanism
EE BEERTA BT
e Salary and benefits e Competitive salary and employee
e mE benefits
e Safe working environment BHRFNNGT S REEEF
22 TIERIR e To provide trainings for employees and
strengthen their safety awareness
REBRBFIREALZEH
Customers e Customer compliant mechanism e Product liability
N B P A% o e EmAME
e Customer rights and interests e Customer privacy protection
protection EPRBALIRE
BEF R
Suppliers e Integrity cooperation e To build a responsible supply chain
HER BEHEE BEuBaEfaHERE
e Business ethics and credibility e To perform the contract according to
EERTRES law
BEBITER

Community and the public e Environmental protection

fh [ B AR RIBIRE
e Public donation
D IBM

e Community investment

HEEA
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MATERIALITY ASSESSMENT

With reference to the scopes as required under the ESG
Reporting Guide and taking into consideration of the Group’s
business operations, the Group identified the following
environmental, social and operating issues that are material
and relevant to the Group’s business operations during the year
ended 31 December 2019. If the Group does not implement
effective strategies to monitor and solve these issues, these
issues may affect the Group’s financial condition or operating
performance. Further, the Group made a materiality assessment
on these environmental, social and operating issues by
conducting interviews with its stakeholders.

Environmental issues Social issues

EEMMA

RE2ERE HERERABREHEIMREN
HE AMEERAKERBLER #HEZ
E-NF+_A=+—BLFE AEED
BAIA T EBAEEXBEERENEARER
HEREERE - HAKREREEABRE
B MRERRE  MAREREREER
EXKENMBRRREERE - LI NE
BERENSHBELETHREEHERE
HERELHBETEEENMGE -

Operating issues

RIGRIE HERE EERE
1. Greenhouse gas emissions 8. Local community engagement  15. Economic value generated
2. Energy consumption 9. Community investment 16. Corporate governance
3. Water consumption 10. Occupational health and safety 17. Anti-corruption
4.  Waste 11. Labour standards in supply 18. Supply chain management
5. Saving energy measures chain 19. Customer satisfaction
6. Use of raw materials and 12. Training and development 20. Customer privacy
packaging materials 13. Employee welfare
7.  Compliance with laws 14. Inclusion and equal
and regulations relating to opportunities
environmental protection
1. RERBEHEN 8. Eitt[ELH 15. PIEAKEEE
2. BERERE 9. HEKEE 16. EER
3. #&K 10. BiERERERS 17. R&ES
4. EEEY 1. fEREs TR%E 18. HEEEIR
5. ENREtEHE 12. HBillRER 19. EFEWEE
6. FEARMHEBEDH 13. EEBA 20. BEFME
7. BFRBEREHBERER 14, H@ERTERSE

The Group prioritised the above-mentioned environmental, social
and operating issues in terms of their importance to the Group’s
stakeholders and business operations.

Importance to the Group’s stakeholders
and business operations

HEEEANBZEBEERRBEENEEM

AEBCDEAEELMERE HEREER
BHAEENSAREREBELNERK -

ESG risks
RiE - HEREREK

High = 1,2,3,4,5,6,7,14,15, 16, 17, 18, 19, 20
Medium s 10, 11, 12, 13
Low K 8,9

Based on the results of the Group’s materiality assessment, the
Group would formulate and implement appropriate strategies to
monitor and solve the identified issues and to achieve sustainable
business development.
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A. Environment A BiE

The Group acknowledges its responsibility to protect
the environment and it has implemented policies to
reduce emissions and improve the efficiency in the use of
resources. In addition, we regularly hold training activities to
raise employees’ awareness of environmental protection.
The contents of training include environmental pollution and
management conditions of the company, environmental
policies and guidelines, environmental laws and regulations
and other requirements, the company’s environmental
factors and management systems, and energy conservation
and emission reduction.

The Group’s operations are subject to certain environmental
requirements pursuant to the laws in the PRC, such as the
Environmental Protection Law of the PRC (FF 2 A R0
IRIBIREE), the Law of the PRC on Environmental Impact
Assessment (FF 2 A R A B IR I% & £ 51 E %), the Law
of the PRC on the Prevention and Control of Water Pollution
(P AR EMBE KIS LB A ), the Law of the PRC on
the Prevention and Control of Atmospheric Pollution (# 2
AR FEFEKRFS G G%), the Law of the PRC on the
Prevention and Control of Pollution From Environmental
Noise (# #E A R MBI IRIT R E )5 2 0778)%) and the Law
of the PRC on the Prevention and Control of Environmental
Pollution by Solid Waste (F 2 A R 270 BEREWN )5 IR
BHRE).

These laws and regulations govern a broad range of
environmental matters, including air pollution, noise
emissions and water and waste discharge. The Group’s
business operations in the PRC should comply with laws
and regulations concerning the environment protection.

During the year ended 31 December 2019, the Group
did not record any non-compliance with applicable
environmental requirements that resulted in prosecution,
penalty, administrative fine or sanction being imposed
against the Group.

AEBRMRERBENELT LEER
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BAEHMEMBIEE  UREEEN
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A.1 Emissions A1
In order to comply with the applicable environmental
protection laws, the Group has implemented
environmental protection policies, reducing air and
water pollution, paper consumption, and electricity
consumption. During the year ended 31 December
2019, sources of the Group’s emissions mainly
included consumption of petrol and electricity
consumption.

(i)  Air pollutant emissions

During the year ended 31 December 2019,
air pollutant emissions were mainly related to
petrol consumption for the use of the Group’s
self-owned vehicles, which contributed to the
emission of 252.36 kg of nitrogen oxides (NOXx),
0.34 kg of sulphur oxides (SOx) and 24.20 kg of
respiratory suspended particles (PM).

(i) Greenhouse gas emissions

B

RETERABRER ALEEE
HERRBAAR D 2 RRATH -
BEERURRBEE -HE_T
—AF+-A=+—BLFE X
S B HER D 0 ROR E BRI A H
RRENHR -

() Z=RFEUEERH
HE-_T—NF+-A=+—
HIEFE Z=RS5FEUHHER
REZHFEHAAEEGEARE
FrBfER MBI  SEHEM
RELYWINOX)252.36 F 7 - 7
1 #1(SOx)0.34 F 5 [z A IR A &
7 FARL (PM)24.20 T 52 °

(i) BERIBEHEM

Emission
(in tCO,e)
B2
Scope of greenhouse gas emissions BAEREHEHREE (E-—FthEE)
Scope 1 Direct emission HE1EEZEHER
Combustion of petrol for mobile vehicles — # &) 2 5 i1 5l 7% 53.5
Scope 2 Indirect emission E[E 2 B EH N
Purchased electricity BES 454.8
Total et 508.3
Notes: B 5
1) Emission factors were made by reference to Appendix 1) KIESEER GAHEBRREA

27 of the Main Board Listing Rules and their referred
documentation as set out by the Stock Exchange, unless
stated otherwise.

46 EroERERAT £8 2019

2 E W 2 B £ R LW AR B AT 8%
“tERESEXHMmEL -



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HERERKRE

During the year ended 31 December 2019, the
Group’s activities contributed to 508.3 tonnes
(0.01 tCO,/m?) of carbon dioxide equivalent
(carbon dioxide, methane, nitrous oxide and
hydrofluorocarbons) emission. Details of the
Group’s measures to reduce the consumption
of resources and the related emissions are
set out below. As a result of these measures,
the employees’ awareness of reducing the
consumption of resources and the related
emissions has been increased.

Petrol consumption

During the year ended 31 December 2019, the
Group’s motor vehicles travelled approximately
129,909 km, which consumed 23,177 litres of
petrol and contributed to 53.5 tonnes of carbon
dioxide equivalent emissions. To reduce the
emissions arising from petrol consumption, the
Group encourages its employees to use public
transport when they attend business activities. For
business activities that take place within walking
distance, the Group encourages its employees to
walk or cycle to the destination.

Electricity consumption

During the year ended 31 December 2019, the
Group consumed 565,151 kWh of electricity
(684 kWh per employee) in connection with its
daily business operations, which contributed
to 454.8 tonnes of carbon dioxide equivalent
emissions. To reduce the emissions arising from
electricity consumption, the Group encourages
its employees to switch off the lights and other
electricity appliances when they leave the office
and production premises.

HEz_Z—hF+-_A=+—
BILEE  REENZHELE
By (Z&ik - Bt — &
=R &kE &I ¥) 508.3
(0.O1THE—E{LIRE S FHK)
—HiEE - AEEBRD
BRE FE 2 A B8 BE AU SR ER A
EHEFEIBETI T c AR EZE
BEENER BERLERHE
FEREEERENEZRER
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(i)

Hazardous waste

During the year ended 31 December 2019, the
Group generated nil hazardous waste. The Group
has engaged a qualified waste collector to control
the generation of hazardous waste. The Group
will strive to maintain generation of hazardous
waste through upgrading technologies whenever
possible.

Non-hazardous waste

During the year ended 31 December 2019, the
Group generated a total of 10.2 tonnes of non-
hazardous waste (0.01 tonnes per employee).
The major non-hazardous waste generated by the
Group were packaging materials, metal scraps,
paper waste, and sawdust, will be collected
and weighed before being recycled or sold to
recycling company. The Group regularly reminds
its employees to use resources efficiently and try
to avoid the generation of waste. As a result, the
employees’ awareness of waste management
has been increased.

Water consumption

During the year ended 31 December 2019,
the Group consumed 42,838 m?® of water
(51.9 m® per employee) in connection with its daily
business operations. To reduce the emissions
arising from water usage, the Group encourages
its employees to conserve water and remember
to turn off the water tap after use. As a result,
the employees has increased their awareness to
consume water usage. During the year ended 31
December 2019, the Group did not encounter any
problems in sourcing water that is fit for purpose.
Further, the Group did not consume a significant
amount of water that was disproportional to the
scale of its business operations.

BEIEIRBR AR Fik 2019
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A2 EREH

A.2 Use of resources

In order to reduce use of resources in our daily
operations, the Factory maintains its operations in
accordance with the guidelines set forth under the
“Environment Management Policy and Objectives” and
“Administrative Measures for Energy Consumption”.
In addition, the “2017 Working Plan for Energy
Conservation and Emission Reduction” was formulated
and publicity and education activities were carried out
for the purposes of enhancing the awareness of energy
conservation and emission reduction among our
employees. At the same time, the Factory streamlined
energy-saving and emission reduction measures and
strived to reduce energy consumption and costs. To
improve work efficiency, the Factory established an
energy saving and emission reduction working group
to monitor the use of resources in the Factory and
implemented the policies of appropriate incentives and
penalties.

During the year ended 31 December 2019, the
Group’s business activities did not cause significant
adverse impact on the environment and natural
resources. The Group’s total consumption of electricity,
water and packaging materials during the year
ended 31 December 2019 together with the relevant
conservation measures adopted by the Group are
detailed in the section headed “A.1 Emissions” above.
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To further improve the use of resources, the Group RE—FPHRBSERER A&E8g
takes the following actions on an ongoing basis: BEREUATTE

Item Measures

HE it

Electricity saving 1) Minimize use of air conditioners by maintaining a minimum air

BN conditioning temperature of 26°C in the office area

Water saving
EEN

Vehicle management
AEEE

Office supplies management

BARAEBRHRFREZEARE26 EUKRAERERDEHEH
2)  Reduce the lighting time by turning off all lighting equipment before
leaving office
BEFA S N ERIREBI PN RAA R - DUR D REAR
3) Turn off the power of all devices before leaving office to reduce the
standby time of such devices
BEFAE N ERIBBFIPIE RGO EIR - AR D % 5 3% 1) 155 B

1) Turn off the faucet immediately after washing hands
pins =kt - SVAIIZN G-

2) Improve daily maintenance of water and heating pipelines to prevent
leakage of water
REFRKMEREENHBHEE - AR LERK

3) Use recycled water for the spray-work painting booth located within
the Factory
TR A EY 2R = 58 A B A K

1) Turn off air-conditioning and engine of vehicles when parked for a
long period to reduce oil consumption
£ ] {5 B B A BT BE R 9 22 SR RN B8 B DARL D o

2)  Formulate maintenance plans and regularly inspect vehicles
il T A1 5T 8N TE Bl iR S iR

1)  Use recycled paper

WAAmER {5 R B Y 4 ok
2)  Use double-sided paper
R EmETE
3) Promote paperless office by using electronic communications to
reduce paper
RBEFREMIARERS  REEMALCHER
4)  Encourage personal use of drinking cups for less use of disposable
cups
SRR A B A KR - R A — IR MK IR B 5 R
5)  Improve the purchase and distribution policies of office supplies by
prioritizing use of energy-saving and environmental products
RBEECATERREMNENAAGNEE RSB KR
As a result, the Group’s employees are more aware of I ANEBEER THRAERFE
the importance of using resources efficiently. BERNEZN -

50 mmsmmaRAT 4352019



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - g RERRE

B. Social B. &
1. Employment and labour practices 1. ERERFZFIER
() Employment i) ==
Total employees and turnover 1ES (B 215 fn b K

The Group had a total number of 826 full-time
employees as at 31 December 2019. During
the year ended 31 December 2019, the Group

closely monitored the number of employees that HIEFE AEBEZEYE
were required to run its business operations. BEBIHNEE AR -

Set forth below are the distribution of the Group’s
employees as at 31 December 2019 by gender

and age group: DEDHIERETIAT ¢

Distribution of employees by gender
RUERESNEE D HER

Female
2%
34%

.

Female Zt @ Male 2%

Distribution of employees by age group
RERBREINESE D MHER
31-40
31-405%
22%

41-50
41-505%,
8%
30 or below
/ 30BRE AT
Above 50 68%
50p% A £
2%
@ 30 or below ® 31-40 41-50 Above 50
30 A T~ 31-405% 41-505% 50B%A
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According to the “Anti-Discrimination Policy”
of the Factory, the expertise of job applicants
will determine their employment status. The
remuneration, bonus, allowances and other
forms of subsidies payable by the Factory to our
employees are subject to their work performance,
expertise, and competence, regardless of their
sex, race, religious beliefs, age, disability, sexual
orientation, nationality, political views, social
status, social and racial backgrounds, and
other factors. The “Anti-Discrimination Policy”
also protects the rights and interests of female
employees, under which, marriage or pregnancy
discrimination is not permitted for employment
of women, and therefore no pregnancy test
shall be performed on any female job applicant.
The Factory shall make proper arrangements
to prevent the well-being of pregnant women
from being affected by work. In case that the
management or external service providers
are in violation of the “Anti-Discrimination
Policy”, they shall be subject to penalties. Our
employees may lodge complaints with our
administrative department via a complaint hotline
or the suggestion box, and the administrative
department will conduct a regular review each
week, launch investigation, and address any
violation if identified. During the Reporting Period,
the Group did not identify any complaint case
from our employees.
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Employee turnover rate EERAEK 115% 125%
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During the Reporting Period, the Group
understood that the turnover rate remained high.
In the future, we will step up the implementation
of measures to lower the employee turnover rate,
including reviewing the remuneration packages
within the industry, improving the respective
treatment and talent development mechanism,
and providing more training and assisting our
employees in preparing their career plan. In
addition, we will commit ourselves to improving
the management mechanism of the Group, while
cultivating the teamwork culture.

During the Reporting Period, the Group did not
identify any non-compliance case related to
employment.

Employee benefits and welfare

The Group enters into employment contracts
with its employees and the employment contract
terms were stipulated under the principles of
fairness, voluntarism, mutual consent, integrity
and credibility. The remuneration package offered
to employees includes salary, bonuses and other
subsidies. In general, the remuneration package
is based on each employee’s qualifications,
position, seniority and work performance. The
Group carries out an annual review system to
assess the performance of its employees, which
forms the basis of decisions with respect to salary
raises, bonuses and promotions.

During the year ended 31 December 2019,
the Group maintains social insurance for its
employees pursuant to the applicable PRC laws
and regulations by making contributions to the
mandatory social insurance and housing provident
funds which provide basic retirement, medical,
work-related injury, maternity and unemployment
benefits.
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During the year ended 31 December 2019, the
Group complies with the Labour Law of the PRC
and did not experience any significant disputes
with its employees or any disruption to business
operations due to labour disputes. In addition,
the Group did not experience any difficulties in
the recruitment and retention of experienced core
staff or skilled personnel.

Labour standards

Given that protection of human rights represents
fundamental conditions for sustainability, the
Group is committed to safeguarding human rights
and adopts the zero-tolerance approach towards
child labour or forced labour. In compliance
with the relevant national laws and regulations
governing child labour, the Factory formulates
the “Ban on Employment of Child Labour and
Minors”, according to which, the Factory will carry
out stringent inspection over the backgrounds
and identification documents of the job applicants
during recruitment to ensure that they meet
the statutory age for employment and prevent
use of child labour. The Factory also sets up
internal whistle-blowing channels and remedial
measures with respect to use of child labour. In
case that any case related to use of child labour
is identified, the Factory will immediately settle
the due remuneration and contact their guardians
before escorting them back their home. All
expenses and travel costs will be covered by the
Factory.
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As forced labour is in violation with the basic
human rights and international conventions
on labour, the Factory has formulated the
“Prohibition of Forced Labour” policy, pursuant
to which, the Factory makes clear its stance
to all employees that unfair restriction of the
employment relationship between our employees
and the Factory in any form will not be imposed
and that no remuneration, payment in kind or
identification documents will be withheld. The
legislations safeguard the rights and freedom of
any employee to terminate a labour contract. In
case of any suspected case related to forced
labour, any employee may report to the Factory
via the complaint hotline or the suggestion box so
that the Factory may timely resolve such issues.

To enhance the understanding of the labour
standards among our employees, the Factory
incorporated control of juvenile workers,
identification of child labor and remedial
measures, and elimination of forced labour into
our human resources and expertise training.
During the Reporting Period, the Group did not
identify any non-compliance case related to child
labour or forced labour.

Equal opportunity

The Group provides equal opportunities for
employees in respect of recruitment, job
advancement, training and development, etc.
Employees are not discriminated against or
deprived of such opportunities on the basis of
race, nationality, religion, physical condition,
disability, gender, pregnancy, sexual orientation,
political status, age and any other discrimination
prohibited by applicable law. Employees shall
not act in discriminatory manner or they can be
subject to disciplinary actions.

SR B BB AR AME MR
BT RHK) o THHIE 251558
SEIHE MAAERERAT
FRE LIS - RN AEM[ T R
AR ) 8 52 TR E
BEAR BT FFEM 53
TE EVHEOBAXMF
TR EDIREREBRR S

BRNENMBEH 58 EE
R RHSBER BEA
BRRFARLERMER TR
B BIMAKEEZEEE -

A 7N5% e B ¥ 55 T 2RI R 3R 8
TR AN B IR DIl 0
ABBARAKEINEE ET
F) 8% 1) B2 8 R A8 B DA B A 4B 58
BETIEAR - REHHE &
SEWEFERIMEANE TN
58 il 55 THVE AR ME SR -

FEHE
AEBERE B Bk
ERENEASEERETFFH
g-RETERBE®R BB
R HEIGM  BR R
SR - MER(A - BURE R - F
e N B FDA R R E
BREmMHZEREETRR L
RUEZEHE - BETRI
BN BRIATESEX LR
R e

Confidence Intelligence Holdings Limited  Annual Report 2019 55



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HERERKRE

(i)

(i)

Employee relations

The Directors consider that it is important to
maintain good relationship with employees.
The Group maintains regular communications
with its employees by arranging gatherings,
celebration activities and trainings. Through these
activities, the Group would collect feedback
from its employees on job satisfactions and
their expectations on the Group and would
implement appropriate strategies to improve the
work environment and its relationship with the
employees.

Employee health and safety

The Group places emphasis on occupational
health and work safety. It provides a safe
working environment and training sessions for its
employees to ensure that they can work safely. It
has also implemented a system of recording and
handling accidents. Further, the Group also has
dedicated personnel responsible for administering
the internal worker safety policies, providing
relevant training and education, and conducting
regular inspections. During the year ended 31
December 2019, the Group had not experienced
any material safety accidents or been penalised
for any non-compliance relating to work safety
laws and regulations.

(i)

BB RK
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(iv) Development and training

The Group’s various types of employee training
not only help employees improve their skills
sets and operational efficiency, but also provide
an opportunity for their personal development.
According to the “Human Resources
Management Procedure” for the Factory, the
administrative department shall formulate
training programs, under which, each employee
is required to receive position-related training,
including in-house and external training. Training
effectiveness will be assessed by written or oral
tests, hand-on operations, spot check and other
measures. Employees whose specific work has
significant impacts on the environmental and
occupational safety and health will be assessed
by the administrative department for their
qualifications, and the assessment scope will
cover their academic background, competence,
training, and/or qualifications. Such employees,
only if determined as eligible, will be permitted to
take up the position.

During the Reporting Period, the Factory focused
on training related to production safety, hygienic
practices and personal health, medical treatment
and first aid, and environmental protection. During
the Reporting Period, the Factory arranged more
employee training, as a result of which, training
hours per employee increased by approximately
two hours as compared to that last year. In
the future, the Factory will improve its training
programs and the percentage of employee
training.

(iv) R K&IE
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Training Focuses During the Reporting Period

& A 615 5 E

Trainees Training Program Description

FIH R BFIRE

Entry-level employees Various systems related to working hours, remuneration calculation, and
FEB T remuneration package and fringe benefits

All-level employees
FERET

First-line managers
EEEBET

Employees who have access to
chemicals and warehousing staff
ERIEBEmMNEIREEES

Employees who have access dangerous
equipment

ERERRENET

Security personnel and emergency staff
RLZBEREZE

Manufacturing department
B3 3
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Employee Manual, and factory-wide rules and regulations

BT FM - BRmA

Occupational health and safety, and environmental awareness

BERRLZE BRREH

Knowledge related to fire safety and counter-terrorism

EEE - REBL 2

Hygienic practices and personal health, and medical treatment and
first aid

B EMEAEERERSK

Pre-employment skills, on-the-job operations, product quality control

R BT FRRE - RAGIIRIE EmEEES

Workplace hygienic practices and personal health and safety
TESAMEEMEARERZ S

Fire safety knowledge and emergency escape drills

HBT % & F SO R SOR AR

Counter-terrorism knowledge

R R % 2 m

Medical treatment and first aid

BRESN

ISO 9001 certification knowledge and product quality control

ISO 9001 % &8 & £ o B & 15

Know-how on quality control

on 1% A0k

On-site management practices and 5S management system

RS ERBENRSSERER

Standards for Safe Access to Chemicals and Personal Protective
Equipment

t2m  BEARERBEL DERIRIERS

Safe Use of Dangerous Equipment
ERRET 2 ER
Emergency Know-how for Firefighters and Emergency Staff

Hh SR B RS MH

On-site management practices and 5S management system
RS ERBENRSEREER
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2. Operating practices

U)

Supply chain management

The Group values its collaboration with suppliers,
and believes that an established partnership
with suppliers can help the Group continuously
optimize its operation process and improve
its operation quality. The major materials as
purchased by the Factory include wood, steel,
electronic components and packaging materials.
Production of relevant materials will involve
matters that affect the environment, such as
emissions of wastewater and waste, while use
of chemicals will also affect the health and safety
of our employees. To improve and control the
environment and social risks of our suppliers,
the Factory has formulated the “Supplier
Social Responsibility Management Measures”,
which provides guidelines as to the review and
management of the performance of our suppliers,
as well as requiring the suppliers to comply with
the requirements under the “Business Social
Compliance Initiative” (hereinafter referred to as
the “BSCI”).

2.
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The BSCI comprises a set of universally accepted
management tools and factory audit standards
designed for corporate social responsibility.
Suppliers shall be required to comply with the
code of conduct under the BSCI, which includes:

e Freedom of association and right of
collective bargaining agreement;

° Anti-discrimination;

° Fair remuneration policy;

° Lawful labour hours;

e Occupational health and safety;

° Prohibition of child labour;

U Protection of minor workers;

° Lawful labour employment contracts;

° Prohibition of forced labour;

° Environmental protection;

° Business ethics practices.

The Factory requires that the human resources
and administrative department shall perform
factory audit over suppliers under the BSCI
and submit a results report on their social
responsibility. Subject to the rating standards of
the BSCI, where any supplier is found using child
labour or practicing forced labour, such supplier
will immediately be rated as “unacceptable”.
The Factory will request such “unacceptable”
supplier to make rectifications, during which, all
outstanding production orders will be suspended.
Meanwhile, any supplier is required to enter into
the “Social Responsibility Undertaking”, whereby
undertaking to comply with and fulfil the social
responsibility requirements.

EREERBRAF FiR 2019
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(i)

How the BSCI factory audit rating is implemented:
the BSCI factory audit certification standard no
longer adopts the point-based rating system but
a five-letter (namely, A, B, C, D, and E) rating
system.

(1) For any factory is rated as A (outstanding),
its compliance rate ranges from 86% to
100%;

(2) For any factory is rated as B (good), its
compliance rate ranges from 75% to 85%;

(8) For any factory is rated as C (acceptable), its
compliance rate ranges from 51% to 70%;

(4) For any factory is rated as D (insufficient), its
compliance rate ranges from 30% to 50%;

(5) For any factory is rated as E (unacceptable),
its compliance rate ranges from 0% to 29%.

Product responsibility

Attaching great importance to product quality and
safety, the Group continues to monitor quality
and implement safety standards. The Group
strictly monitors the entire production process
from receipt of materials, production to product
shipment.

(i)

BSCI 5 # T R B 1675 =\ - BSCI
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Materials required by the Factory for production
purposes include wood, accessories, steel,
etc., 95% of which are raw materials that have
received the ISO 9001 quality management
system certification. To manage materials, the
Factory has formulated the “Materials Inspection
Instruction” to regulate the quality inspection
standards for materials so as to ensure that no
non-compliant materials will enter the production
processes. According to purchase contracts, the
inspectors will verify whether the orders, subject
matters, specifications, quality compliance,
and others as set forth in purchase contracts
are consistent. If identified as compliant, such
materials may be warehoused. Any material
identified as non-compliant is required to
be separated with a label, which will not be
warehoused or used for production processes.

Upon completion of products, the manufacturing
department is required to carry out inspection
work in accordance with the “PQC Operation
Instruction” and “Inspection and Test
Management Procedures”. The inspection scope
shall cover parts pending production, semi-
finished products, finished products not yet
stored and production samples.

Preparation Before Inspection
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In-progress Inspection
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Treatment upon Inspection
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Ensure documents and inspection
instruments related to products
are all in place
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Arrange inspection orders based
on the production processes,
delivery schedule, and
production progress
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Verify whether products are
consistent with those set
forth in orders
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Check items required for
inspection under the
standards
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Use proper equipment to
conduct various inspections
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Separate and isolate compliant
products and non-compliant
products
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Box finished products and
complete the warehousing
procedures with labels and
QC marks attached
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The Factory emphasizes the disposal of non-
compliant products, in which case, products
identified as non-compliant will be disposed in
accordance with the “Non-compliant Product
Control Procedures”. The Factory has also
developed the “Product Recall Procedures”.
In case of any product sold to the market but
identified as having safety hazards, the Factory
will recall and deal with the same according to the
established procedures, ensuring product quality
and public safety. During the Reporting Period,
the Group did not identify any case related to
product recall.

The Factory has prepared the “Procedures to
Use, Manage, and Control Product Certification
Labels”, under which, all certified products
must be attached with the certification labels
prior to their shipments. Use of compulsory
certification marks shall be in compliance with the
requirements under the Management Measures
on Compulsory Product Certification Mark. Use
of compulsory certification marks is not permitted
for uncertified products, non-compliant products,
and certified products that are modified without
certification by any certification body, none of
which therefore is permitted for shipment.

The Group places a high value on smooth
communications channels with our customers to
fulfil customer demands. Our complaint channel
enables our customers to submit complaints
and suggestions regarding service or commaodity
quality. According to our “Customer Complaint
Handling Procedures”, upon receiving customer
complaints, our sales department will e-mail
the relevant complaints to the quality control
department, while the quality control manager
will review such customer complaints before
appointing our quality engineers to launch
investigation into the said customer complaints.
The quality engineers will analyze the causes
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and determine which department shall be held
accountable before the follow-up procedures
take place. The sales department will respond to
the customers in connection with the merits of
the complaint and corrective actions to be taken
or precautions to be implemented. In addition,
customer satisfaction in settlement results will
be surveyed until the relevant complaint is fully
resolved. During the Reporting Period, the Group
did not identify any customer complaint.

As part of good corporate governance maintained
by the Group, security of customer data is also
the key to cultivating a long standing trusted
relationship with our customers. To avert
information risk, effectively secure information,
and enhance the responsiveness of processing
information, the Factory has formulated the
“Corporate Information Management Measures”,
pursuant to which, in-house information regarding
our operations will be managed under various
security levels. In addition, publication guidelines
and directories for confidential information will be
established to ensure information is published
and communicated in a correct and controllable
manner.

In connection with advertising, the Group has
appointed legal advisors to provide legal opinions
and perform their duty of oversight. In case that
any advertisement is found false or exaggerating,
we will immediately cease to circulate such
false advertisement and eliminate the negative
effects by issuing a clarification announcement
accordingly. In the future, the Group will establish
advertisement management policies to enhance
our management of product responsibility.

During the Reporting Period, the Group did not
identify any non-compliance case related to
product responsibility.
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(i)

Intellectual Property Rights and Information
Security

The Group registered various trademarks for the
Group itself and its products in the PRC, Germany
and Hong Kong to foster its corporate image. The
Group relies on the relevant laws and regulations
to protect its brand names, trademarks and other
intellectual property rights.

During the year ended 31 December 2019, the
Group was not aware of any material infringement
(i) by the Group of any intellectual property rights
owned by any third parties; or (i) by any third
party of any intellectual property rights owned
by the Group. Further, there were no pending
or threatened material claims made against the
Group, nor had there been any material claims
made by the Group against third parties, with
respect to the infringement of intellectual property
rights owned by the Group.

Anti-corruption

Anti-corruption is already one of the basic
principles for the international community to
define corporate social responsibility. The Chinese
government has been playing an active role in
carrying out anti-corruption campaigns in recent
years. The Group adopts a zero-tolerance policy
on acts of corruption in any form, including bribery
and extortion, fraud and money laundering, by
undertaking that it conducts its business in an
honest, ethical and good faith manner. The “Anti-
corruption and Anti-bribery Control Procedures”
of the Group clearly stipulates that our employees
are prohibited from providing special treatments
and seeking any form of benefits from our
customers, suppliers or any business associates.
The Factory encourages our employees and
external stakeholders to report corruption
incidents, in which case, whistle-blowers will
be properly rewarded with their identities kept
confidential, and they will be provided with
personal protection and job security.

(i)
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The Factory has specified the code of conduct
for our employees in its “Business Ethics and
Integrity Control Procedures” to demonstrate
the Group’s determination against employees
seeking personal gains by abusing their powers
or by taking advantage of their positions. All
employees at the Factory shall be required to
enter into the “Employee Undertaking”, and our
employee training also emphasizes the business
integrity policy and anti-corruption contents.
Any employee in violation of the business ethics
and integrity control procedures will be subject
to corporate penalties. To enhance cooperation
with suppliers on integrity, the Factory and our
suppliers have entered into the “Business Integrity
Cooperation Agreement” to clarify the rules to
prevent either side from committing bribery, as
well as establishing whistle-blowing procedures
for corruptive actions.

During the Reporting Period, the Group did not
identify any non-compliance case or lawsuit
related to corruption.

3. Community investment

The Group acknowledges corporate social
responsibility and allocates resources to satisfy the
needs of the community. During the year ended 31
December 2019, the Group focused on environmental
protection as well as cultural and sport promotion.
The Group encouraged its employees to participate
charitable events. Going forward, the Group will
continue to focus on community needs and increase
its investment in community.
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The ESG Reporting Guide Content Index of
the Stock Exchange of Hong Kong Limited

Subject areas, aspects,
general disclosures and KPIs

FEHE - -BH-

—BEERBRERER

g

Description
it

BERABEXZMAERDIARE -«
ERERREESINB RS

Relevant section in the
ESG report/Declaration
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Aspect A1: Emissions
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KPI A1.1
(“comply or explain”)
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(“comply or explain”)
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B K

(b) compliance with relevant laws and

regulations that have a significant
impact on the issuer relating to air
and greenhouse gas emissions,
discharges into water and land,
and generation of hazardous and
nonhazardous waste.
BFHETAREAZENHEHA
FERPIERONER -

The types of emissions and respective
emissions data.

BEnE AR M AR R R R BUE -

Greenhouse gas emissions in total
(in tonnes) and intensity.
BERBAIEME (UHEETE) &

Total hazardous waste produced

(in tonnes) and intensity.
FEABEEYRE CAMAE) RE
= o

A.  ENVIRONMENT
IRIE

A.1 Emissions

HEM

A.1 Emissions - (i) Greenhouse gas
emissions

PER — (i) B = R BB HE R

A.1 Emissions — (i) Hazardous waste
(Not applicable — Explained)
P —(i)BEEEEY (TER —
FiEA)
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B HEREARE

Subject areas, aspects,

general disclosures and KPIs

FTEHE - E@H- Description
—REBRBRENES i

Relevant section in the
ESG report/Declaration
B HERERBEEE
3-8 1]

Aspect Al: Emissions
A1ETHE : BER
KPI A1.4
(“comply or explain”)
BRERIEIRA14
(ME<FeiRE])

KPI A1.5
(“comply or explain”)
BASAEBIEIRA1S
(ME<Pe )

KPI A1.6
(“comply or explain”)
RSB B IETRA1.6
(TE<PfERE])

Aspect A2: Use of Resources

A2fEH | ERER
General Disclosure

—MRIXEE

KPI A2.1
(“comply or explain”)
RS AE IR 1R A2.1
(ME<PeAERE])

KPI A2.2
(“comply or explain”)
R A IR A2.2
(ME<PeAERE])

Total non-hazardous waste produced
(in tonnes) and intensity.
FEAEEZEMRE CAMHE) RE
J_g o

Description of reduction initiatives and
results achieved.

R P e R TS AR -

Description of how hazardous and
non-hazardous wastes are handled,
reduction initiatives and results
achieved.
HEEEEREZEMN L B
PRV FEIE R PTG AR ©

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

ERERER(BEER  KEREAMR
M) BIHBER o

Direct and/or indirect energy
consumption by type in total and
intensity.

REASSHERE R KHEEERE

Water consumption in total and intensity
BREKEREE -
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A.1 Emissions — (i) Non-hazardous
waste
PE— (i) MEEEY

A.1 Emissions

B

A.1 Emissions — (i) Hazardous waste
PER— (i) B EBEEY

A.1 Emissions — (i) Non-hazardous
waste

PR — (i) EEE R Y

A.2 Use of resources

BIREH

A.1 Emissions

B

A.1 Emissions — (v) Water consumption

e — (v) KB #E
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RE - HERERKRE

Subject areas, aspects,
general disclosures and KPIs
TEHE EE -
—REBRBRENES

Description

it

Relevant section in the
ESG report/Declaration
B HERERBEEE
3-8 1]

Aspect A2: Use of Resources
A2fEH : EREMA
KPI'A2.3
(“comply or explain”)
BASEAE IR A2.3
(ME<pefErE])

KPI A2.4
(“comply or explain”)
RERIEIRA2.4
(ME<PeiERE])

KPI A2.5
(“comply or explain”)
BB BIEIRA2.5
(ME<FeERE])

Description of energy use efficiency
initiatives and results achieved.
et g2 R A R e At & PTG AR o

Description of whether there is any issue
in sourcing water that is fit for purpose,
water efficiency initiatives and results
achieved.

o SKEVE AKR B S ERMRE -
AR TR s 5T 8 R PG R -

Total packaging material used for
finished products (in tonnes) and with
reference to per unit produced.
KPR BEM R EE (ABEETHE)
NEBEEEMAE -

Aspect A3: The Environment and Natural Resources

ASEH : RERBARER
General Disclosure
— M=

KPI A3.1
(“comply or explain”)
RS2 48 IR 1R A3.1
(ME<FeiERE])

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

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

Ml EBEHHRRERBAELERNE
A BN EBRERATEMENMONIT
g o
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A.1 Emissions

HER

A.1 Emissions — (v) Water consumption

e —(v) KB #E

Our activities do not create packaging
material in significant quantities
BMOEBEDIEEERENEE
PR

A.2 Use of resources

BIREH

A.2 Use of resources

BIREH
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Subject areas, aspects,
general disclosures and KPIs

Relevant section in the
ESG report/Declaration

TEHE - EM@ - Description RE  HEREARREEE
—REBRBRENES i = 4-0 3l
Aspect B1: Employment
B1EE : EfE
General Disclosure Information on: 1. Employment and labour practices
— MR BRAHINE R BERET T BRERBITER
BRE - TE#E  Zalt  REBRIA
NEMTFE KB
(@ the policies; and
BR R
(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
compensation and dismissal,
recruitment and promotion,
working hours, rest periods,
equal opportunity, diversity, anti-
discrimination, and other benefits
and welfare.
BFHBETARERZENEA
EREDERONER -
KPI B1.1 Total workforce by and gender, age 1. Employment and labour practices

(Recommended Disclosure)
B AE MR 1R B
(BZEBEE)

KPI B1.2
(Recommended Disclosure)
FSAERIEIRB1.2
(BEBEE)

group and geographical region.
BRI Fhedh kR EI S HES

Employee turnover rate by gender, age
group and geographical region.
RIER - Fiedn MR E| 5 HESR
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— (i) Employment — Total employees
and turnover
BERMBEIER-()ERE-EE
BB R

1. Employment and labour practices
— (i) Employment — Total employees
and turnover
BEMSTIER—()ERE —(EE
BB LR
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B HEREARE

Subject areas, aspects,
general disclosures and KPIs

Relevant section in the
ESG report/Declaration

TEHE - EM@ - Description RE  HEREARREEE
—REBRBRENES i = 4-0 3l

Aspect B2: Health and Safety

B2EH : REHEZ2

General Disclosure Information on: 1. Employment and labour practices

— MR BRRHELZ > TERRRRER S &

RBEBED

(@ the policies; and
B R

(b) compliance with relevant laws
and regulations that have a
significant impact on the issuer
relating to providing a safe working
environment and protecting
employees from occupational
hazards.
BIFHETAREAZENHEHA
FERPIERONER -

KPI B2.1

(Recommended Disclosure)
RS IR E B2.1

(BB ER)

fatalities.
TEXRT ABKRLEE-

Aspect B3: Development and Training
B3EE : %R RIEI
General Disclosure
—ARIRER knowledge and skills for discharging
duties at work. Description of training
activities.
ERRAEEBITIERE N AZ R
FREEHIBUR o B IES -

Number and rate of work-related 1.

Policies on improving employees’ 1.

— (i) Employee health and safety
BELSETER —(i) EERRE

ZE

Employment and labour practices
— (i) Employee health and safety
BEKISITER —(i)lESERA

ZE

Employment and labour practices
— (iv) Development and training
BEIBIER —(v) BERE
Bl
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RIR - HERERKRE

Subject areas, aspects,
general disclosures and KPIs

Relevant section in the
ESG report/Declaration

TEHE -EM@- Description BIE -HERERBEHERSD
—REBRBRENES i = 4-0 3l

Aspect B4: Labour Standards

B4EHE : ZTIEE

General Disclosure Information on: 1. Employment and labour practices

— R E

KPI B4.1
(Recommended Disclosure)
R R B IR 1R B4
(BEHE)

BRARIEE T kel Th -

(@ the policies; and
BE K

(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
preventing child and forced labour.
BTHBETABEAZENEH
ERIOERER

Description of measures to review 1.

employment practices to avoid child
and forced labour.

R ERIEGNEEARRET
S

Aspect B5: Supply Chain Management

B5EH : HHEHEERE
General Disclosure

—MRIXEE

KPI B5.1
(Recommended Disclosure)
B 5245 MR 1R B5. 1
(ZHEBE)

KPI B5.2
(Recommended Disclosure)
RS MIEIR B5.2
(BZEHE)

Policies on managing environmental and 2.

social risks of the supply chain.

EEHEENREREERAREEK -

Geographical locations of major 2.

suppliers.
TEHERMIEGE -

Description of practices relating to 2.

engaging suppliers.

A RIS A e a1E fl -

BEIEIRBR AR Fik 2019

— (i) Employment

BELSTER—()ERE

Employment and labour practices
— (i) Employment

BEESETER—(ER

Operating practices —
chain management

REBHR—()VHEEE R

(i) Supply

Operating practices —
chain management

REFR - HERERE

(i) Supply

Operating practices —
chain management

RETHR-(VHEEER

(i) Supply



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HERERKRE

Subject areas, aspects,

general disclosures and KPIs

FEHE - EBH-
—REERBRERIER

Description

it

Relevant section in the
ESG report/Declaration
B HERERBEEE
3-8 1]

Aspect B6: Product Responsibility

B6EME : EmER
General Disclosure
— M=

KPI B6.1

(Recommended Disclosure)
5245 IR 1R B6.1

(BB ER)

KPI B6.2
(Recommended Disclosure)
RS MIE1R B6.2
(BZEHE)

KPI B6.3

(Recommended Disclosure)
RS2 4E WIE1F B6.3

(BB ER)

KPI B6.4
(Recommended Disclosure)
RS2 4 WHE 1R B6.4
(BEBE)

Information on:

FHAFMREELNRENEREL S -

BE BREMLBEEULMRITED

(@ the policies; and
B R

(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
health and safety, advertising,
labelling and privacy matters
relating to products and services
provided and methods of redress.
BIFHETAREAZENHEHA
FERPIERONER -

Percentage of total products sold or
shipped subject to recalls for safety and
health reasons.
EEFREEXEmEHT R 2 EE
RIBHRMABRKH A DL -

Number of products and service related
complaints received and how they are
dealt with.
BEBNEDRRRBHRFEE AR
JEXI 5% -

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

Rt EE T ARENBERBENER -

Description of quality assurance process
and recall procedures.

ot E R B N o B AR Fr o

2. Operating practices — (i) Product
responsibility
KEEH—()EmEE

2. Operating practices — (i) Product
responsibility
KEBHR—(EmBE

2. Operating practices — (i) Product
responsibility
REFER-—NEREE

2.  Operating practices — (i) Product
responsibility
REFHR-—NEREE

2.  Operating practices — (i) Product
responsibility
KEER—(\ERET
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RE - HERERKRE

Subject areas, aspects, Relevant section in the
general disclosures and KPIs ESG report/Declaration
TEHE - EM@ - Description RE  HEREARREEE
—REBRBRENES i = 4-0 3l

Aspect B7: Anti-corruption
B7EE: RES

General Disclosure Information on: 2. Operating practices —
— MR BRAIEREES - 9IR - HGEF R RER (iii) Anti-corruption
(@) the policies; and LR — (i) RES
BE K

(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
bribery, extortion, fraud and money
laundering.
BFHBETARERAZENEHA
ERRERNER -

KPI B7.1 Number of concluded legal cases 2.  Operating practices —
(Recommended Disclosure)  regarding corrupt practices brought (iiiy Anti-corruption

BSR4 B BT A against the issuer or its employees KEEIR— (i) &5
(BEHE) during the reporting period and the

outcomes of the cases.
R EEREE BT ANEERIYE
BEMNESFARGEE RFAER -

Aspect B8: Community Investment

BSEH : HERE

General Disclosure Policies on community engagement 3. Community investment
—RIRER to understand the needs of the MHERE

communities where the issuer operates
and to ensure its activities take into
consideration the communities’
interests.

BT RBETRBETAMERLE
5 SRl e R 2 7507 B0 fBE I At [ ) &R Y

BUR ©
KPI B8.1 Focus areas of contribution (e.g. 3. Community investment
(Recommended Disclosure)  education, environmental concerns, ftRE
A 4B B 1S B8.1 labour needs, health, culture, sport).
(BB ) BEEREE (WHE  REME - 4

BHFFR E Xt 8EF) -
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REPORT OF DIRECTORS
EEEHE

The Directors are pleased to present to the Shareholders the first
annual report and the audited consolidated financial statements
for the year ended 31 December 2019.

Principal Activities

The Group is principally engaged in the business of offering
comprehensive assembling and production services of PCBA
in the PRC integrating research and design, selection and
procurement of raw materials, assembling of PCBAs, quality
control, testing, logistics and aftersales services. Details of the
principal activities of the Company and it's subsidiaries are set out
in note 1 and note 31 to the consolidated financial statements.

Business Review

The business review of the Group for the year is set out in the
sections of Chairman’s Statement, Management Discussion and
Analysis, Environmental, Social and Governance Report and the
paragraphs below. The Group complies with the requirements
under the Hong Kong Companies Ordinance, the Listing Rules
and the Securities and Futures Ordinance (the “SFO”) for the
disclosure of information and corporate governance. The Group
also complies with the requirements of Employment Ordinance
and ordinances relating to occupational safety for the interest of
employees of the Group. No important event affecting the Group
has occurred since the end of the year.

Key Risk Factors

The following lists out the key risks and uncertainties facing the
Group.

Concentration of customers

The Group has a concentration of customers and any decrease
or loss of business from these major customers could adversely
and substantially affect our operations and financial conditions.

Fluctuations in the price of raw materials
Fluctuations in the price of raw materials may affect our cost
of sales and adversely affect our business operations and
profitability.

EEMARNBRRREBEEZE_T-—NF+A
ST BLEFEMNENFRREEBREAY
Bk o

FEXR®
AEBEERTEESREEEATE &R
R #HEENIREE - PCBAKES - HE4%HI -
A REERRENE2EPCBARKE k&
ER®G - ARAREMBATNEIZXKH
BN 4R E B MR M aE 1 R Pf5EST -

KO
AEBRNFENEBEOEHIENEIFERS &
BEEMmEON RE  HERERARENR
TXHE - AEBETEERFGSE - LR
Al &7 LB G ((Ex LR EA) B
AREERREEERNRE ~AEETE
TR GO RBERZZRBGRINEE A
REAEEREENEZEDZ AAFERERE
BAEHAKEAEZENERSH -

FEREBEE
TXHRAREAGNEERR R TREAE -

EF&EH

AERENEFET REZFETEFFNE
fA] SE 75080 > 2807 5K B S 2 P O AR & e B A K
MERTMREBAZE -

R # BHE K B
R BERRBDREZERMNHEERAN &
MHRPIEHE L RBFENEETFZE -
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Fail to anticipate and respond to technology
changes

If our Group does not quickly respond to the rapidly changing
and rigorous needs of our customers or enhance the scope
of our existing EMS that can respond to advanced technology
changes or our customers’ needs, our competitive position,
profitability and business prospects may be adversely affected.

Trade protection measures and trade disputes
between the United States and the PRC

The uncertainties on the trade restriction policies resulting from
the trade disputes between the United States and the PRC may
cause difficulties for our customers to project their purchasing
plans and may cause them to reduce their orders from our
Group.

The Group values the views and opinions of all customers
through various means and channels, including usage of
business intelligence to understand customer trends and needs
and regular analyse on customer feedback. The Group also
keep ourselves abreast of the development of latest technology
advancement in the industries.

Results and Dividends

The results of the Group for the year ended 31 December 2019
and the state of affairs of the Company and of the Group at that
date are set out in the financial statements on pages 100 to 103.

The Board does not recommend payment of final dividend for the
year ended 31 December 2019 (2018: nil).

Property, Plant and Equipment

Details of movements in the property, plant and equipment of the
Group during the year are set out in note 13 to the consolidated
financial statements.
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SR TR I R R AT E

WASEELZAREREEFHEEE RER
MER AHHEENRMERAETEPLFR
BARPIRBEMSHEE - BITRFIR T -
BNENREBHMRXNEZITFEE

BEZREERRTXEZ UG

TXEHUDEHE SR HIBRRNTHEE M
AIREB BB M T PEUATERR S RE S
WAREBHBEFRDAALE AT E -

AEEBEEBTRAEELRREFEMAERTL,H
REEER BREIABEBRTHRERLB
ERFE  AEMOMELRE - AEE IR
ETRITENSRMBERBENR

RERKRE
AEEBE-_T-NAF+-A=+—ALF
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Share Capital

Details of the movements in share capital of the Company during
the year are set out in note 21 to the consolidated financial
statements.

Closure of the Register of Members

For the purposes of determining the shareholders’ eligibility to
attend and vote at the forthcoming annual general meeting to
be held on 29 May 2020 (Friday), the register of members of
the Company will be closed from 26 May 2020 (Tuesday) to 29
May 2020 (Friday), both days inclusive. The latest time to lodge
transfer documents for registration will be at 4:30 p.m. on 25 May
2020 (Monday). During the above closure period, no transfer of
shares will be registered. To be eligible to attend and vote at the
forthcoming annual general meeting, all transfers accompanied
by the relevant share certificates and transfer forms must be
lodged with the Company’s branch share registrar and transfer
office in Hong Kong, Tricor Investor Services Limited, at Level 54,
Hopewell Centre, 183 Queen’s Road East, Hong Kong before
4:30 p.m. on Monday, 25 May 2020.

Pre-Emptive Rights

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

Purchase, Redemption or Sale of Listed
Securities of the Company

Save as disclosed above, neither the Company nor any of
its subsidiaries had purchased, sold or redeemed any of the
Company’s listed securities during the Reporting Period.

[N
ARARFANRAZBHBERRNEANS
WRM 21 -
TENERODBFETFE
ARERRFAEBREREAAABR T
ziﬂﬂ_+na<ﬂmﬁﬁﬁmrﬁk$
BEABLNE LRR  FARARN BT
FRA-+AB(EH)E-_T-TFAA

—thR(EHD) (BREEMA) MRAEE
?ﬂ%ﬁﬂ%"‘ FERTE - BRBP X IANE

Emﬁﬁﬁﬁﬁﬁﬁ—v—viﬂﬂ THA(E
H—) THmE= o PO L BT = 3% 32 BT
TRETRNES - %kaﬁT&HjﬁfJ:ﬁx
RBEFREYRELERR FIABP XHE

RAEBERERBFPFREMVAEAR_Z _TFH
AZ+HB (28— TFHUB=+oR1%KZE

KRB BEBRNBEELEIEEERESFE
HERATE it ARBE2FABRISIKE
MA 5418 o

BrRBEE
ARRABERMRXFASHEERHEES
@ﬁﬁ$A%MHY HEARRAERER
Fo BB A B R 2 R E AR -

BE BEEARLEXRAR LTRSS
B b SRR R D
AHEARMERE -
GNSGE-S

BEHRARF A
HEXBRIARFE
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Reserves

Details of the movements in the reserves of the Company
and the Group during the year are set out in the note 34 to
the consolidated financial statements and in the consolidated
statement of changes in equity, respectively.

Management Contracts

Save as disclosed in this report, no contracts concerning the
management and administration of the whole or any substantial
part of the business of the Company or its subsidiaries were
entered into or existed during the year.

Major Suppliers and Customers

During the Reporting Period, sales to single largest customer
of the Group and the five largest customers of the Group in
aggregate accounted for approximately 36.6% and 81.5% (2018:
approximately 53.8% and 90.2% of the total revenue of the year,
respectively. During the Reporting Period, purchases from the
single largest supplier of the Group and the five largest suppliers
of the Group in aggregate accounted for approximately 11.2%
and 33.9% (2018: approximately 6.9% and 46.9%) of the total
purchases of the year, respectively. None of the Directors of the
Company or any of their close associates or any shareholders
(which, to the best knowledge of the directors, own more than 5%
of the Company’s issued share capital) had any beneficial interest
in the Group’s five largest customers or suppliers.
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Directors

The directors of the Company during the year and up to the date
of this report were:

Executive Directors

Mr. Li Hao (Chairman and Chief Executive Officer)
(appointed on 8 March 2019)

Mr. Zhang Bizhong (appointed on 8 March 2019)

Mr. Xu Shizhen (appointed on 8 March 2019)

Non-executive Director
Mr. Yuan Shuntang (appointed on 8 March 2019)

Independent Non-executive Directors

Mr. Wong Chun Sek Edmund (appointed on 20 September 2019)
Mr. Chen Zhong (appointed on 20 September 2019)

Mr. Wu Tai Cheung (appointed on 20 September 2019)

Mr. Li, Mr. Zhang, Mr. Xu, Mr. Yuan, Mr. Wong, Mr. Wu and Mr.
Chen, will retire in accordance with article 108(a) of the Articles
at the Company’s forthcoming AGM and being eligible, offer
themselves for re-election.

Every Director shall retire from office once every three years and
for this purpose, at each AGM one-third of the Directors for the
time being, or, if their number is not three or a multiple of three,
then the number nearest one-third but not less than one-third
shall retire from office by rotation. The Directors to retire in every
year will be those who have been longest in office since their
last election but as between persons who became Directors
on the same day those to retire shall (unless they otherwise
agree between themselves) be determined by lot. Subject to the
Articles, a retiring Director shall be eligible for re-election at the
meeting at which he or she retires. For avoidance of doubt, each
Director shall retire at least once every three years.

Directors’ and Senior Management’s
Biographies

Biographical details of the Directors of the Company and the
senior management of the Group are set out on pages 17 to 23
of this annual report.

5=
ARFARERRASARE B PNEES -

HITES

Bkt (EERITRAR)
(R=Z—NE=A/\BEEHE)
FUEEE (R NE=A/\REEM)
M EAE(R-E—NE=H/\ABEHE)

FHTES
RIBERE(R-B—NF=A\BEZE(E)

BAFATES
BREEE(R-Z-NFAA-TBEZE)
REXEMR-ZZT-NAFAA-THEZRE)
MARERE(R-E-NFAA-THEZE)

RIZAMBIFE108@) 15K - FRE ~ REL  FFE
£REE BAE BHEERREESKA
REEERRBEA® LRE YAERA
FREEREE -

BREZRAFG=FRE—R BkmE - REX
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Directors’ Service Contracts

Each of the executive Directors and the non-executive Director
has entered into a service agreement with the Company for an
initial term of two to three years commencing from the Listing
Date and will continue thereafter. All the service agreements may
be terminated by either party by giving to the other party not less
than three months’ prior notice in writing.

Each of the independent non-executive Directors has signed a
letter of appointment with the Company for an initial term one
year commencing from the Listing Date. All the appointment may
be terminated by either party by giving to the order party not less
than 3 months prior notice in writing.

Apart from the foregoing, no Directors proposed for re-election at
the AGM has a service contract with the Company which is not
determinable by the Company within one year without payment
or compensation, other than statutory compensation.

Indemnity of Directors

The Company has maintained appropriate directors and officers
liability insurance and such permitted indemnity provision for
the benefit of the Directors is currently in force and was in force
throughout the year.

Directors’ Interests In Transactions,
Arrangements or Contracts

Save as disclosed in this report, no transaction, arrangement
or contract of significance to which the company, or any of its
holding company, subsidiaries or fellow subsidiaries was a party,
and in which a director of the company or his or her connected
entity had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

Directors’ Interests in Contracts

There was no contract of significance to which the Company, its
holding company, subsidiaries or fellow subsidiaries was a party
and in which a director of the Company (“Director” or “Directors”)
had a material interest, whether directly or indirectly, subsisted
at the end of the Reporting Period or at any time during the
Reporting Period.
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Directors’ and Chief Executive’s Interests
and Short Positions In Shares, Underlying
Shares And Debentures

As at 31

December 2019, interests or short positions in the

Shares, underlying Shares and debentures of the Company and

any of its
XV of the

associated corporations (within the meaning of Part
SFO) held by the Directors and chief executive of the

Company which have been notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which were taken or
deemed to have under such provisions of the SFO) or have been
entered in the register maintained by the Company pursuant to
section 352 of the SFO, or otherwise have been notified to the

Company

and the Stock Exchange pursuant to the Model Code

for are as follows:

(i)

Interests in our Company

R
54

EER A * HHE
5 K ;]

n= TZA=+—B XRAEF
&E—HTTBZAE\E/\m B M EAEAAEROEE (O
R BH LA RDIEXVER) B - R
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XVERE 7 M 83 BR A& AN 1 &) K B 52 P 0 #E 2
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Number of Percentage of
Name of Director Nature of interest Shares" shareholding (%)
EEsR EmMHE BROEHEO HRBE DL (%)
Mr. Li Interest in a controlled corporation® 99,881,250 (L) 39.95
FhAE REEEE SR
Mr. Yuan Interest in a controlled corporation® 46,950,000 (L) 18.78
RiE&E REEEE RO
Mr. Zhang Interest in a controlled corporation® 27,543,750 (L) 11.02
SREHE REEEE SR
Notes: B 3

)

@

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

These Shares are held by Skyflying Limited (the” Skyflying”). Skyflying
is wholly owned by Mr. Li. Mr. Li is also the sole director of Skyflying.
Therefore, Mr. Li is deemed or taken to be interested in the Shares
held by Skyflying under the SFO.

These Shares are held by Central Wealth Limited (the” Central
Wealth”). Central Wealth is wholly owned by Mr. Yuan. Mr. Yuan is also
the sole director of Central Wealth. Therefore, Mr. Yuan is deemed or
taken to be interested in the Shares held by Central Wealth under the
SFO.

These Shares are held by Realtime Limited (the” Realtime”). Realtime
is wholly owned by Mr. Zhang. Mr. Zhang is also the sole director of
Realtime. Therefore, Mr. Zhang is deemed or taken to be interested in
the Shares held by Realtime under the SFO.
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(ii) Interests in the ordinary shares of associated
corporation

(i) REBZENEBRNER

Name of

associated Number of Percentage of
Name of Director corporation Nature of interests shares™  shareholding (%)
EEsR HEEE AR EEMHE RGOEEO HRBE DL (%)
Mr. Li Skyflying Beneficial owner
FRAE EREAA 1) 100
Mr. Yuan Central Wealth Beneficial owner
REHE EnEEA 1) 100
Mr. Zhang Realtime Beneficial owner
REE EREAA 1) 100
Note: Misx -

1) The letter “L” denotes the person’s long position in the shares of the
relevant associated corporation.

Save as disclosed above, none of the Directors or chief executive
of the Company and/or any of their respective associates had
registered any interests or short positions in any shares and
underlying shares in, and debentures of, the Company or any
associated corporations as at the date of this report, as recorded
in the register required to be kept by the Company pursuant to
Section 352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to Part XV of the SFO or the
Model Code.

Directors’ Rights to Acquire Shares or
Debenture

Saved as disclosed in the section “Directors’ and Chief
Executive’s Interests and Short Positions in Shares, Underlying
Shares and Debentures”, at no time from the Listing Date to the
date of this report was the Group a party to any arrangements to
enable the Directors to acquire by means of acquisition of shares
in, or debt securities, and including debentures, of the Group or
any other body corporate.
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Substantial Shareholders’ and Others’
Interests and Short Positions in Shares and
Underlying Shares

So far as the Directors are aware, as at the date of this report,
the following corporations/persons (other than our Directors
and chief executives of the Company) had interests of 5% or
more in the issued Shares which would fall to be disclosed to
the Company and the Stock Exchange under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which recorded in the
register required to be kept by the Company under section 336
of the SFO:

FTERRREMALRKRGRE
ERODHNERR AR

BEEMM RARSEH  UTOEE AL
(RRREEFRZSTHRABRIN RE#ETT
B BEEIRIEE S LB RMIEXVEBE2
Ko 373 BREV R SCZR A AN A A Je Bt S BT 0 B Bk
AR RBRIERE 7 M B IRPIF 336 1R BEFE
BB RL M A H) 5% 3 IA EHESS ¢

Number of
Shares held/

Name of Shareholder Nature of interest interested® Percentage (%)
BE HERE

R o & e WROHEEO B2 (%)

Skyflying Beneficial owner 99,881,250 39.95
E=EA A ordinary Shares
99,881,250 A% & 3/ A%

Central Wealth Beneficial owner 46,950,000 18.78
E=mEA A ordinary Shares
46,950,000 % & 38 iz

Ms. Zhang Juan Interest of spouse 46,950,000 18.78
SR8 204 B {8 4 7 ordinary Shares
46,950,000 A% & 38 i

Realtime Beneficial owner 27,543,750 11.02
E=EA A ordinary Shares
27,543,750 % I @ A%

Ms. Chen Juan Interest of spouse 27,543,750 11.02
FRig 22+ Pt (B 4 2 ordinary Shares
27,543,750 i% I 38 ik

Regan International Growth Fund SPC  Beneficial owner 24,214,000 9.69
EmEa A ordinary Shares
24,214,000 A% & 38 i

Save as disclosed above, the Company has not been notified
of any other relevant interests or short positions in the issued
share capital of the Company, other than the Directors and chief
executive of the Company, as at the date of this report which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which were recorded
in the register required to be kept by the Company under Section
336 of the SFO.

B EXFHBEESN  RARE B BEAL
N ERBETHA BN A LANEEAT
HEBTRASEETRMARES SRS
£ 107 S XV B 55 2 ]2 3.5 BB A I X R A A8
B RSN ARREALA AR ES
R HA 158 336 (7817 B 0 B 21 ko
AR -
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Arrangement for Directors to Purchase
Shares or Debentures

Saved as disclosed in the section “Directors’ and Chief
Executive’s Interests and Short Positions in Shares, Underlying
Shares and Debentures” above and in the section “Share Option
Scheme” below, at no time during the year were rights to acquire
benefits by means of the acquisition of Shares in or debentures
of the Company granted to any Director of the Company or
their respective spouses or minor children, or were such rights
exercised by them, or was the Company, its holding company or
any of its subsidiaries a party to any arrangements to enable the
Directors of the Company to acquire benefits by means of the
acquisition of Shares in, or debt securities (including debentures)
of the Company or any other body corporate.

Directors’ Interest in a Competing Business

None of the Directors or any of their respective associates has
engaged in or has any interest in any business that competes or
may compete with the business of the Group, or has any other
conflict of interest with the Group during the Reporting Period
and up to the date of this report.

Mr. Li and Skyflying (together the “Controlling Shareholders”),
had entered into a non-competition deed dated 20 September
2019 (the “Non-competition Deed”) in favour of the Company
(for itself and on behalf of all members of the Group), pursuant
to which, each of the Controlling Shareholders would not, and
would procure his/its associates not to (other than through the
Group or in respect of each covenanter (together with his/its
associates), as a holder of not more than 5% of the issued shares
or stock of any class or debentures of any company listed on any
recognized stock exchange) directly or indirectly carry on, engage
or otherwise be interested (in each case whether as shareholder,
partner, agent or otherwise and whether for profit, reward or
otherwise) in any business which may be in competition with
the business carried on by the Group from time to time, except
where the Company’s approval is obtained.
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In order to ensure the Controlling Shareholders have complied
with the Deed of Non-competition, each of the Controlling
Shareholders has provided to the Company a written confirmation
(i) in respect of his/its compliance with the Non-competition Deed
for the Reporting Period : (ii) no personal interests were ever
declared by any Controlling Shareholders who are also Directors
at the Directors’ meetings : and (jii) stating that they have not
entered into any business which may be in competition with the
business carried on by the Group from time to time. As there
was no change in terms of the undertaking since the Company’s
listing on the Stock Exchange, the independent non-executive
Directors of the Company are of the view that the Controlling
Shareholders have complied with the Non-competition Deed and
no matters are required to bring to the attention of the public.

Share Option Scheme

A share option scheme was conditionally adopted on 20
September 2019 (the “Share Option Scheme”), which became
effective on the Listing Date. The Share Option Scheme is a
share incentive scheme and is established to recognise and
motivate the contributions that the eligible participants had or
may have made to the Group.

The Board may, at its absolute discretion, grant options to any
employee (full-time or part-time), consultant or adviser of our
Group, Directors, shareholder of our Group, or any supplier,
customer, business partner or service provider of our Group
(together, the “Eligible Participants” or each “Eligible Participant”).

Subject to the terms and conditions of the Share Option
Scheme, the maximum numbers of shares in respect of which
options may be granted under the Share Option Scheme and
any other schemes shall not, in aggregate, exceed 10% of the
Shares in issue as at the Listing Date (i.e. 25,000,000 shares)
unless approved by the shareholders of the Company. The 10%
limited may be renewed by the shareholders of the Company in
general meeting from time to time provided always that the 10%
limited so renewed must not exceed 10% of the shares in issue
at the date of approval of such renewal by the shareholders of
the Company.
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No option shall be granted to any Eligible Participants which, if
exercised in full would result in the total number of the shares
issued and to be issued upon exercise of the options already
granted or to be granted to such Eligible Participant under the
Share Option Scheme (including exercised, cancelled, and
outstanding share options) in any 12-month period up to and
including the date of such grant exceeding 10% in aggregate of
the shares in issue as at the date of such grant.

Subject to earlier termination by the Company in general meeting
or by the Directors, the Share Option Scheme shall be valid and
effective for a period of ten years from the date of adoption.

No share option has been granted under the Share Option
Scheme up to the date of this report.

Related Party Transactions

Details of material related party transactions entered into by
the Group during the Reporting Period are set out in note 32
to the consolidated financial statements. For the year ended
31 December 2019, none of these related party transactions
are connected transaction which are subject to the disclosure
requirements of Chapter 14A of the Listing Rules in respect of
such transactions.

Connected Transactions

During the year ended 31 December 2019, there were no
connected transactions or continuing connected transactions
of the Company under Chapter 14A of the Listing Rules which
are required to comply with any of the reporting, announcement
or independent shareholders’ approval requirements under the
Listing Rules.

Future Prospect and Development

With reference to the Prospects section of the Chairman’s
Statement, the Group will continue to diversify or expand our
customer base and keep pace with the latest technologies to
deliver PCBAs that can be applied to our customers’ innovative
electronic products and provide engineering solutions to our
customers. We will continue to strive a balance among the
interests of shareholders, employees and customers, and pursue
long-term and sustainable development for the Group.
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Purchase, Sale or Redemption of Listed
Securities

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

Audit Committee

The Company established the Audit Committee on 20 September
2019 with terms of reference in compliance with the CG Code as
set out in Appendix 14 to the Listing Rules for the purpose of to
making recommendations to the Board on the appointment and
removal of the external auditor, to review the financial statements
and related materials and provide advice in respect of the
financial reporting process, and to oversee the internal control
procedures of our Group. The Audit Committee now comprises
three members, all being independent non-executive Directors,
namely, Mr. Wong Chun Sek Edmund (Chairman), Mr. Chen
Zhong and Mr. Wu Tai Cheung.

The Audit Committee had reviewed the audited annual results of
the Group for the year ended 31 December 2019.

Auditor

PricewaterhouseCoopers, the auditor of the Company, will retire
at the conclusion of the forthcoming AGM of the Company
and be eligible to offer themselves for re-appointment. A
resolution will be submitted to the AGM to be held on 29 May
2020 to seek Shareholders’ approval on the appointment of
PricewaterhouseCoopers as the Company’s auditor until the
conclusion of the next AGM and to authorize the Board to fix
their remuneration.
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Remuneration Committee

The Company established the Remuneration Committee on 20
September 2019 with terms of reference in compliance with the
Code for the purpose of making recommendations to the Board
on the overall remuneration policy and structure relating to the
Directors and senior management of our Group, to review and
evaluate their performance in order to make recommendations
on the remuneration package of each of the Directors and
senior management personnel as well as other employee benefit
arrangements. The Remuneration Committee comprises three
independent non-executive Directors, namely, Mr. Wu Tai
Cheung (Chairman), Mr. Chen Zhong and Mr. Wong Chun Sek
Edmund.

Nomination Committee

The Company established the Nomination Committee on 20
September 2019 with terms of reference in compliance with
the Code for the purpose of making recommendations to the
Board on the appointment of Directors and the management of
the Board succession. The Nomination Committee comprises
three independent non-executive Directors, namely Mr. Chen
Zhong (Chairman), Mr. Wong Chun Sek Edmund and Mr. Wu Tai
Cheung.

Corporate Governance Practices

Details of the Company’s corporate governance practices are set
out in the section headed “Corporate Governance Report” of this
annual report.

Interest of Compliance Adviser

In accordance with Rule 3A.19 of the Listing Rules, the Company
has appointed Dakin Capital Limited to be the compliance
adviser. Dakin Capital Limited, being the sponsor of the Company
in relation to the Listing, has declared its independence pursuant
to Rule 3A.07 of the Listing Rules. Save as provided for in relation
to the Share Offer and/or disclosed in the Prospectus, neither
Dakin Capital Limited nor any of its associates and none of the
directors or employees of Dakin Capital Limited who have been
involved in providing advice to the Company as the sponsor, has
or may, as a result of the Share Offer, have any interest in any
securities of the Company or any other companies of the Group
(including options or rights to subscribe for such securities).
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Sufficiency of Public Float

Based on the publicly available information and to the best of the
Directors’ knowledge, information and belief, the Company had
maintained sufficient public float of not less than 25% of its total
issued shares as required under the Listing Rules from Listing
Date up to the date of this report.

Model Code for Securities Transactions by
Directors of Listed Issuers

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as its code of conduct regarding directors’
securities transactions. All Directors of the Company have
confirmed that, following specific enquiry by the Company, they
have compiled with the required standard set out in the Model
Code from the Listing Date up to the date of the report.

By order of the Board
Li Hao
Chairman & Executive Director

Hong Kong
26 March 2020
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INDEPENDENT AUDITOR’S REPORT
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To the Shareholders of Confidence Intelligence Holdings Limited
(incorporated in the Cayman Islands with limited liability)

i
=
=
(e

Opinion
What we have audited

The consolidated financial statements of Confidence Intelligence Holdings Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 100 to 187, which comprise:

e the consolidated balance sheet as at 31 December 2019;

e the consolidated income statement for the year then ended;

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

e the consolidated statement of cash flows for the year then ended; and

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

Our opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of
the Group as at 31 December 2019, and of its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”) and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAS”) issued by the HKICPA.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report.

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

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

PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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INDEPENDENT AUDITOR’S REPORT

Key Audit Matters

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

separate opinion on these matters.

Key audit matter identified in our audit is revenue recognition for the provision of manufacturing services.

Key Audit Matter

How our audit addressed the Key Audit Matter

Revenue recognition for the provision
of manufacturing services

Refer to Notes 2.19 and 5 to the
consolidated financial statements.

During the year ended 31 December
2019, revenue from the provision of
manufacturing services of approximately
RMB284,588,000 was recognised in the
Group’s consolidated income statement.

Revenue from the provision of
manufacturing services is recognised over
the period of the contract using the input
method with reference to the total actual
costs incurred and the total estimated
costs on completion for the services.

We focused on this area due to the
magnitude of revenue transactions
occurred. Hence significant audit
resources were allocated to audit this
area.

02 rmmERERAR £5 2019

Our audit procedures performed on revenue recognition for the
provision of manufacturing services included:

e We understood, evaluated and tested the key controls in respect
of revenue recognition for the provision of manufacturing services;

e \We assessed, on a sample basis, management’s identification of
performance obligations based on contractual agreements with
customers and other customary business practices, if any;

o We reviewed, on a sample basis, the sales contracts with
customers and identified the terms and conditions relating to the
timing of transfer of controls of services, to assess the Group’s
revenue recognition policies with reference to the requirements of
the prevailing accounting standards;

e We checked, on a sample basis, the transaction price of the
revenue recognised during the year from the provision of
manufacturing services to underlying sales invoices and sales
contracts;

e We tested, on a sample basis, the actual costs incurred for the
provision of manufacturing services during the year by checking
to underlying supporting documents in relation to direct material
costs, direct labour costs and overhead costs incurred;

e We compared, on a sample basis, the estimated costs of selected
sales contracts to the actual costs of similar sales contracts
completed and enquired management about any significant
variances identified; and

e We recalculated, on a sample basis, revenue recognised from
the provision of manufacturing services during the year based on
transaction prices, the total actual costs incurred and the total
estimated costs on completion.

Based upon the above procedures performed, we considered that the
recognition of revenue from the provision of manufacturing services was
supported by available evidence.
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INDEPENDENT AUDITOR’S REPORT

Other Information

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

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

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

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

Responsibilities of Directors and the Audit Committee for the Consolidated
Financial Statements

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

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

realistic alternative but to do so.

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

94 emmERERAR £8 2019
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INDEPENDENT AUDITOR’S REPORT

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.

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

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

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

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

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

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

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

Auditor’s Responsibilities for the Audit of the Consolidated Financial
Statements (Continued)

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Cheng Lap Yam.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 26 March 2020
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CONSOLIDATED INCOME STATEMENT

e

For the year ended 31 December 2019 # 2 —F—NF+-HA=+—HIF&E

2019 2018
—E-hEF —E-N\F
Note RMB’000 RMB’000
B 5 AR®T T AREET T
Revenue g 5 284,588 236,210
Cost of sales SHE AR 6 (190,560) (161,946)
Gross profit E R 94,028 74,264
Other income HAth g A 7 3,683 1,846
Other (losses)/gains, net Hth (B518) W= 35 8 (1,058) 148
Selling and distribution expenses HE Mo R 6 (2,789) (1,869)
Administrative expenses TR X 6 (56,237) (24,933)
Net impairment losses on financial CREEREBEFE
assets 6 (995) -
Operating profit ReERF 36,632 49,456
Finance income BE WA 10 364 232
Finance costs A& AR 10 (1,601) (2,459)
Finance costs, net BB R AN F R (1,237) (2,227)
Profit before income tax BR P 18 Bt Al & A 35,395 47,229
Income tax expense FriS i > 11 (7,685) (6,415)
Profit for the year attributable to EATREREEAEM
equity holders of the Company FRER 27,710 40,814
Earnings per share attributable to A 2Q T EREE AEM
equity holders of the Company EREF
Basic and diluted (RMB cents) ERAREE(ARESD) 12 13.93 23.41
The above consolidated income statement should be read in L ll4R & Wz 2% FE B2 B B B 5 — GF B 7E -

conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

SLeTEWER

For the year ended 31 December 2019 # 2 —F—NF+-HA=+—HIF&E

2019 2018
—E-hEF — )\
RMB’000 RMB’000
ARET AREET T
Profit for the year FREF 27,710 40,814
Other comprehensive income: Hth2mEWE -
Itern that will not be reclassified to TE8EF D ELEemmEE
profit or loss
Currency translation differences Bk E (940) =
Item that may be reclassified to profit E & A BEE AT A 2 18 25 Y
or loss EH
Exchange differences on translation RMEBINETERIE
of foreign operations 12 91
Total comprehensive income for the RATEREEAEMTER
year attributable to equity holders 2EWK AL
of the Company 26,782 40,905

The above consolidated statement of comprehensive income

should be read in conjunction with the accompanying notes.

bt iR 2 T M 5% R R B B P A — GF B AE
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CONSOLIDATED BALANCE SHEET

meBEERER

As at 31 December 2019 R —ZE— N #E+=-H=+—H

2019 2018
—E-hEF —E-N\F
Note RMB’000 RMB’000
e ARETx AR¥ET T
Assets BE
Non-current assets kRBEE
Property, plant and equipment L E 13 120,262 102,858
Investment in an associate R—EHE AR ZEE 14 - =
Prepayments and deposits B FRERIES 16 1,168 2,814
Deferred tax assets EETIREE 22 725 68
D 122155 105,740
Current assets REBEE
Inventories FE 17 24,239 30,553
Contract assets ERIEE 19 38,545 31,671
Trade and bills receivables H 5 e W R IE K W R B 19 26,610 27,214
Prepayments, deposits and other AR -~ e RHEA
receivables FE M SRIE 16 3,733 11,309
Cash and cash equivalents ReRIREEEY 18 139,172 14,979
e 232299 115726
Total assets EERE 354,454 221,466
Equity s
Equity attributable to equity EATFERFEA
holders of the Company EhER
Share capital % AR 21 2,250 =
Share premium B& 1735 (B 21 98,676 =
Retained earnings R & F 49,217 26,631
Reserves G 128,530 121,514
Total equity RE&=BER 278,673 148,145
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CONSOLIDATED BALANCE SHEET

4 A

2Ny =] ﬁ%ﬁ{é%

As at 31 December 2019 )R =&

NEFE+ZA=+—H

2019 2018
—E-hEF —E-N\F
Note RMB’000 RMB’000
e ARETx AR¥ET T
Liabilities =R
Non-current liabilities kRBEE
Bank and other borrowings SRIT M E b1 K 25 1,600 8,204
Lease liabilities HEalE 20 4,783 7,280
Deferred government grants i E DR AT 78 BN 26 10,519 5,456
D 16,902 20,940
Current liabilities REBEE
Trade payables S RIA 23 16,192 10,130
Other payables and accruals H b B~ 308 K B 5T A8 24 25,161 18,806
Lease liabilities HEAR 20 3,848 2,883
Contract liabilities aRAaR’ 24 462 6,539
Current income tax liabilities BERFTE i B & 3,707 2,386
Deferred government grants AT R T A B 26 2,905 1,040
Bank and other borrowings RIT R EMBIEFR 25 6,604 10,597
. 58879 ! 52,381
Total liabilites Afiel® 5781 73821
Total equity and liabilities EERAEAE 354,454 221,466

The consolidated financial statements on pages 100 to 187 were %100 £ 187 M4 M HRERBEET SN —
approved by the Board of Director on 26 March 2020 and were Z-_ZHF=F -+ XBHETHERAERE -

signed on its behalf.

Li Hao Xu Shizhen

B2 FHE

Director Director

EF EF

The above consolidated balance sheet should be read in L4 & B E & EXRE LB — B -

conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ReEmEER

For the year ended 31 December 2019 # 2 —F—NF+-HA=+—HIF&E

Attributable to equity holders of the Company

RLTERERAEL
Share-based
Share Share Other ~ payment  Statutory  Exchange  Retained Total
capital  premium reserve reserve reserve reserve  earnings equity
R B
kx RBRE  HtRE  GRRE  iERE  NERE  RERR  ERAE
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTL ARETR ARETR ARETR ARMTR ARETR ARETR ARETR
(Note )
(W3ta)
Balanceat1January 2019  RZE-A%-B-A
i3 - - 108415 752 12,285 62 26631 148,145
Proft for the year ER g - - - - - - 27,110 21,710
Other comprehensive losses ih2EEE - - - - - (928) - (929)
Total comprehensive income 2 &A% - - - - - (929) 21,10 26,782
Transactions with owners HERANR A
lssue of shares upon thelisting £ TR E TR

(Note 21) (Wsk21) 563 111,938 - - - - - 112,501
Share issuance costs (Note 21) ~ EARGMA (Kzk21) - (1157) - - - - - (115m7)
Capitalisation issue (Note 21) B/ &7 (fiiz£21) 1,687 (1,687) - - - - - -
Capitalinjection fomapre-PO~ RE—ZERAHEER

investor (Note 1.2 (d) REANEE

(K&t 1.2d) - - 8,820 - - - - 8,820
Effect of reorganisation in respect SABAIIEEE#ET

of the acquisttion Shenzhen ERAR(TRYIER])

Confidence Inteligence Electronic  #/TH BAME2

Co,, Lid (‘Shenzhen Confidence’) ~ (K3E1.2()

INote 1.2() - - 600) - - - - 600)
Appropriation (Note b} B3R (FtD) - - - - 5124 - (5,124) -
Total transactions with owners  EEBANRZHE 2250 98,676 2820 - 5124 - (5,124) 103,746
Balance at 31 December 2019 R=E-AF+=A

=t-Atge 2,250 98676 111,235 752 17,409 (866) 49217 278673
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
AR ER

For the year ended 31 December 2019 Bt 2 = FE— N F+=-H=+—HIFFE

Attributable to equity holders of the Company

ARAEREAAELS
Share-based
Share Share Other  payment  Statutoy ~ Exchange  Refained Total
capital premium resernve reserve reserve reserve gamings equity
R AT
kx ROEE  EnEE GREE  iEEE  NERE  REERN  #niE
RVB'000 ~ RMB'000  RMB000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARETR ARETR ARETR ARETn ARETT ARETT ARETR
(Note a)
(Fiza)
Balanceat1 January 2018 ~ R=E-N\E-B-A
I s R T e L ) 5% 16K
Proft for the year ER g - - - - - - 40,814 40814
Other comprehensiveincome ~ E 2 BN - - - - = o1 = o1
Toconprehensheincone  SAUEAE . S R S SO O L S
Transactions with owners REBANRS
lssuance of bonus shares by~ RIIERETALR
Shenzhen Confidence (Notec) ~ (fits#c) - - 58,032 = = = (58,032) =
Dividend paid (Note 27) BfiRE (HEor) - - - - - - (9,360) (9,360)
Appropriation (Note b} B3 (ko) - - - - 4174 - (4174 -
Tot ensactions with owners  RERANRARE o L S oS S L B
Balance at 31 December 2018 W=F-\5+=F
St-RAbES - - 108415 752 12,085 62 26631 148,145
Notes: P& -

(@)  Other reserve represents the combined share capital and capital reserve (@ HtFEEEAESEETSATIREAHBEERARAR

of the companies comprising the Group, after elimination of inter-company AR =ZE-—NEFrR=_FE—N\F+=ZA=+—HBZ
transactions and balances as at 31 December 2019 and 2018 in relation to R MEEBRERNA IR AR KB RERE -

the reorganisation.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GoRBRDE
For the year ended 31 December 2019 842 —FE— W F+_-H=+—HIFF/F

Notes: (Continued) BiaE : (88)

()  The People’s Republic of China (“the PRC”) laws and regulations require  (b) FEARLFME ([FE]) EZEMERETE  FEFE

companies registered in the PRC to provide for certain statutory reserves,
which are to be appropriated from the profit after income tax (after offsetting
accumulated losses from prior years) as reported in their respective statutory
financial statements, before profit distributions to equity holders. All statutory
reserves are created for specific purposes. A PRC company is required
to appropriate an amount of not less than 10% of statutory profits after
income tax to statutory surplus reserves, prior to distribution of its post-
tax profits of the current year. A company may discontinue the contribution

MAFRAEREFFEAELERDIKA - At B H
BEREEMBMRAEZBOMSREET EHBE
FEMRFERR) EROE TR CHBIRES -
FBEEERBARFEBENMRL - FERARD
REERMFREAREEFA > BERETDRAEH
BEFBMIONERELZTRBHEE -BEER
AR R BB H ST T E A8 50% B - AR A= 1k
B - ZTERRFERBEANBRAARER BRQ

when the aggregate sum of the statutory surplus reserve is more than 50% AIEESIE MR BIER o ko RAIAIIRBEETGR
of its registered capital. The statutory surplus reserves shall only be used to R CE—SEBHREENENERHBEHE -
make up losses of the company, to expand the company’s operations, or

to increase the capital of the company. In addition, a company may make

further contribution to the discretional surplus reserve using its post-tax

profits in accordance with resolutions of the board of directors.

(©)  Shenzhen Confidence issued 58,032,000 bonus shares on the basis of (¢) R-Z—N\EAA-+NE  FIEBRZFHEE10
B & BRI B R D A2 4R AR D EE R AR
7] 5% [ M B A B /) & B 3R A AR 58 %% 17 58,032,000 A%
ALARRR 15 -

12.4 bonus shares for every 10 then existing shares to the then existing
shareholders of that subsidiary of the Company as at 28 September 2018.

2
S
2
i
N

o

The above consolidated statement of changes in equity should & 3ft4z & %2 25 5 B 3% & R RS [T Fff 55 — GF B8
be read in conjunction with the accompanying notes.
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CONSOLlDATED STATEMENT OF CASH FLOWS
n‘/T\ Eﬁrﬁ/)lbi%—%

For the year ended 31 December 2019 # 2 —F—NF+-HA=+—HIF&E

2019 2018
—E-hEF —N\F
Note RMB’000 RMB’000
Bt 5E AR®T ARBEF T
Cash flows from operating activities R FERSHE
Cash generated from operations KEFERE 28(a) 69,704 24,802
Income tax paid EATFTEE (7,021) (4,932)
Interest received 2 UF & 364 232
Net cash generated from operating ~ &&/EEAMBIRE FE
activities 63,047 20,102
Cash flows from investing activities REFZHBEELRE
Purchase of property, plant and EEWME BB MEE
equipment (35,880) (30,572)
Proceeds from disposal of property,  HEE - lf‘?i)% N3
plant and equipment g7 28(b) - 2,696
Receipt of government grants for MEE E&L 1% WER 2 BT
purchase of equipment B 26 9,416 7,150
Net cash used in investing activites ~ & /EBFTAIR & FE (26,464) (20,726)
Cash flows from financing activities BEEZHREHRE
Capital injection from a pre-IPO RE—BERXAFAEER
investor REERTE 1.2(d) 8,820 -
Gross proceeds from issuance of LRI ERRAE
ordinary shares upon listings RIABEE 21 112,501 -
Consideration paid for the acquisition 7t & #8 Yk B8 — &1 [ B A &)
of a subsidiary in respect of SATERAE
reorganisation 1.2(i) (6,000) -
Proceeds from bank and other RIT R E A E TS KIE
borrowings 28(c) - 20,405
Repayments of bank and other BEERRITREMMBER
borrowings 28(c) (10,597) (24,928)
Payment of interests on bank and ST ERTT B B M A8 KA B
other borrowings 28(c) (1,108) (1,893)
Change in pledged bank deposits EERRTERED - 1,314
Dividend paid by Shenzhen AYMEBRZT 2 IR E
Confidence 27 - (9,360)
Payment of principal element of lease X & & BEAE D
liabilities 20(0) (3,047) (3,294)
Payment of interest element of lease Xt E & EF 225
liabilities 20(c) (493) (566)
Payment of listing expenses YR EmAX 21 (11,575) =
Net cash generated from/(used in) BMEEBE (FTA)
financing activities REFRE 88,501 (18,322)
Net increase/(decrease) in cash HERBESSEYEM
and cash equivalents Om2) #8 125,084 (18,946)
Cash and cash equivalents at FYReRRESEED
beginning of the year 14,979 33,837
Currency translation differences B =R (891) 88
Cash and cash equivalents at end of FXKE& LIRS ZEEY
the year 18 139,172 14,979

The above consolidated statement of cash flows should be read

in conjunction with the accompanying notes.

iR & 3R G A B A% R L A B A — DR B AR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AN
N

BAFE R AR MY RE

1 General information and reorganisation

1.1 General information

Confidence Intelligence Holdings Limited (the
“Company”) was incorporated in the Cayman Islands
on 7 December 2018 as an exempted company with
limited liability under the Companies Law Cap. 22, Law
3 of 1961 as consolidated and revised of the Cayman
Islands. The address of its registered office is Clifton
House, 75 Fort Street, P.O. Box 1350, Grand Cayman,
KY1-1108, Cayman Islands.

The Company is an investment holding company. The
Company and its subsidiaries (together, the “Group”)
are principally engaged in the provision of electronic
manufacturing service (the “Listing Business”). The
ultimate holding company of the Company is Skyflying
Company Limited (“Skyflying Company”), a company
incorporated in the British Virgin Islands (“BVI”). The
ultimate controlling party of the Group is Mr. Li Hao
(“Mr. Li").

The shares of the Company were listed on the Main
Board of the Stock Exchange of Hong Kong Limited
(the “Listing”) on 18 October 2019.

These consolidated financial statements are presented
in unit of Renminbi (“‘RMB”) and all values are rounded
to the nearest thousand (“RMB’000”), unless otherwise
stated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR AR Pt

AN
:%T\IZI

1

General information and reorganisation
(Continued)

1.2 Reorganisation
In preparing for the listing of the Company’s shares on
the Main Board of The Stock Exchange of Hong Kong
Limited, the Group underwent the reorganisation (the
“Reorganisation”) which mainly involved the following
steps:

@)

On 7 December 2018, the Company was
incorporated in the Cayman Islands. 5,728
shares, 2,692 shares and 1,580 shares of the
Company were allotted and issued at par to
Skyflying Company, Central Wealth Limited
(“Central Wealth”) and Realtime Limited
(“Realtime”) held by Mr. Li, Mr. Yuan Shuntang
(“Mr. Yuan”) and Mr. Zhang Bizhong (“Mr. Zhang”)
respectively on the same date.

On 24 December 2018, Mr. Li acquired,
approximately in aggregate, 2.28% equity interest
of Shenzhen Confidence from certain minority
shareholders of Shenzhen Confidence at total
cash consideration of RMB6,264,500.

On 29 December 2018, Mr. Li and Mr. Zhang
acquired approximately 1.51% and 6.18% equity
interest of Shenzhen Confidence from Xin Ju
Ding Fu Equity Investment Funds (Shenzhen)
Enterprise (Limited Partnership)* (12 2 8 & &
BEREREE ORI ZE (BREIK)) (Xin Ju
Ding Fu”), a limited partnership controlled by
Mr. Li at cash consideration of RMB1,765,100
and RMB7,248,100 respectively. On the same
date, Mr. Li further acquired approximately
6.74% equity interest of Shenzhen Confidence
from certain minority shareholders of Shenzhen
Confidence at total cash consideration of
RMB7,886,600.

On 29 December 2018, Million Way Limited
(“Million Way”), a pre-IPO investor held by Mr.
Yuen Hoi Po (“Mr. Yuen”), subscribed for 7%
of equity interest of Shenzhen Confidence at
RMB8,819,400. The considerations were fully
settled on 11 February 2019.

For identification purposes only
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AN
:%T\IZI

BA R AR L

1 General information and reorganisation
(Continued)

1.2 Reorganisation (Continued)

(e) On 2 January 2019, New Trive Limited (“New
Trive (BVI)") was incorporated in the BVI and held
by the Company.

(f  On 7 January 2019, New Trive (HK) Limited (“New
Trive (HK)”) was incorporated in Hong Kong and
held by New Trive (BVI).

(9 On 8 March 2019, Xinzhi (Shenzhen) Electronic
Co., Ltd.* (58 CRY) EF AR A A) (Xinzhi
(Shenzhen)”) was incorporated in the PRC and
held by New Trive (HK).

(hy On 14 February 2019, the Company allotted
and issued 753 shares for cash consideration
of RMB7 to Bright Shine Investment Holdings
Limited (“Bright Shine”), which is controlled by Mr.
Yuen.

()  On 12 March 2019, Xinzhi (Shenzhen) acquired
the entire equity interest in Shenzhen Confidence
from Mr. Li, Mr. Yuan, Mr. Zhang and Million Way,
at total consideration of RMB6,000,000.

1.3 Basis of presentation

Immediately prior to and after the Reorganisation,
the Listing Business has been conducted through
Shenzhen Confidence and its subsidiaries. Pursuant to
the Reorganisation, the Listing Business is transferred
to and held by the Company. The Company has
not been involved in any other business prior to the
Reorganisation and does not meet the definition of a
business. The Reorganisation is merely a reorganisation
of the Listing Business with no change in management
of such business and the ultimate controlling party of
the Listing Business remains the same. Accordingly,
the Group resulting from the Reorganisation is
regarded as a continuation of Shenzhen Confidence
and its subsidiaries, with the assets and liabilities
of the Group recognised and measured at the
carrying amounts of the Listing Business under the
financial statements of Shenzhen Confidence and its
subsidiaries for all periods presented.

For identification purposes only
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e TSR R MR

2 Summary of significant accounting
policies
This note provides a list of the significant accounting policies
adopted in the preparation of these consolidated financial
statements. These policies have been consistently applied
to all the years presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group
have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and the disclosure requirements of the
Hong Kong Companies Ordinance Cap. 622. The
consolidated financial statements have been prepared
under the historical cost convention.

The preparation of the consolidated financial
statements in conformity with HKFRSs requires the
use of certain critical accounting estimates. It also
requires management to exercise its judgement in the
process of applying the Group’s accounting policies.
The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements,
are disclosed in Note 4.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

2 Summary of significant accounting 2 FESTHRHE@)
policies (Continued)
2.1 Basis of preparation (Continued) 21 B E%E (@)
(@ New and amended standards and (@ ANEEFEMHFE] REE
interpretation adopted by the Group IR KRR
The Group has adopted the following new and REBERZZ—hF—HA—
amended standards and interpretation for the first BB FERSHABE K
time for their annual reporting period commencing MUA T HET RS R] 2R R 72
1 January 2019: I
e Prepayment Features with Negative e REEFFMUERBME-
Compensation — Amendments to HKFRS 9 BT BHREERFEIR
CCHES)
e Long-term Interests in Associates and Joint e BMEANTREGEEREZR
Ventures — Amendments to HKAS 28 HEm—BESTEAE
285% ({71 A%)
e Annual Improvements 2015-2017 cycle e —“E—RHFE-T—LF
BEARNFEGE
e Plan Amendment, Curtailment or Settlement o FTEIAE HIREE—
— Amendments to HKAS 19 BEEGFEANE195% (B
HES)
e Interpretation 23 Uncertainty over Income s REFIWRAEHEIEMN
Tax Treatments PHEE M
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2 Summary of significant accounting

policies (Continued)

2.1 Basis of preparation (Continued)

(b) New and amended standards issued but
not yet adopted by the Group

The following new and amended standards have
been published that are not mandatory for 31
December 2019 reporting periods and have not

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

FTESHBEHRE @)

2.1 fRBLERE (80
(b) BB AR A E M A
B3] RAT (3T £ A
BE-Z-ASFT-A=1—
BEREHE - THl#aT k&
fERT 2RI E 98 M B 3 50 I 5R A -

been early adopted by the Group.

REBIVRIERIRMA ©

Effective for
accounting
periods
beginning

on or after

R T 5B
B2 ERRN
h T ES

Amendments to HKFRS 3
BEMBEREERFE IR (BETA)

Amendments to HKFRS 9, HKAS 39 and
HKFRS 7

BRIV BHRELEREIN BEGRTE
AIE 39 RAAM B RELEANETR
(BETA)

Amendments to HKFRS 10 and
HKAS 28

EREMBEREENFEI0RRES SR
%8| 285 (BRI &)

HKFRS 17
BREMBHREEUE7H

Amendments to HKAS 1

SRR L EAEACTIES)

Amendments to HKAS 1 and HKAS 8

BERGHEME 1R RE BT ER
£85% (BFTA)

Conceptual Framework for Financial

Reporting 2018
FBBREFSERL-Z-N

1 January 2020
—TTF—-H—H

Definition of a Business
EBHTER

Interest Rate Benchmark Reform 1 January 2020

M REERE —Z-_ZT¥—-H—-H

Sale or Contribution of Assets between an To be determined
Investor and its Associate or Joint Venture

REEHEBENRNAECELHANE fFE
EHEREA

Insurance Contracts

RBREH

1 January 2021
—Z2_—fF—H—H
Classification of Liabilities as Current or 1 January 2022
Non-Current

mEXIEREEESE —E-__#—A—H

Definition of Material

BEANEZR

1 January 2020
—TTF-—H—H

Revised Conceptual Framework for 1 January 2020

Financial Reporting

RIETHBRERSER —2_FF—H—H

These new and amended standards are not
expected to have a material impact on the entity
in the current or future reporting periods and on
foreseeable future transactions.

Bt % E ] R ERTER A
SHEEN B AT R KRS
BRARRRNZZEEAF
@,

=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e TSR R MR

2 Summary of significant accounting
policies (Continued)

2.2 Subsidiaries

114 =

2.2.1 Consolidation

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

(a) Business combination

The Group applies the acquisition method
to account for business combinations. The
consideration transferred for the acquisition
of a subsidiary is the fair values of the assets
transferred, the liabilities incurred and the
equity interests issued by the Group. The
consideration transferred includes the fair
value of any asset or liability resulting from
a contingent consideration arrangement.
|dentifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at their
fair values at the acquisition date. The Group
recognises any non-controlling interest in
the acquiree on an acquisition-by-acquisition
basis, either at fair value or at the non-
controlling interest’s proportionate share
of the recognised amounts of acquiree’s
identifiable net assets.

Acquisition-related costs are expensed as
incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

2 Summary of significant accounting 2 FESTHRBE@

policies (Continued)

2.2 Subsidiaries (Continued) 2.2 FT‘TE’L\\ 7l (#)
2.2.1 Consolidation (Continued) 1576 AR @
(a) Business combination (Continued) (a) Ey /—\/}? &)

If the business combination is achieved in
stages, the acquisition date carrying value of
the acquirer’s previously held equity interest
in the acquiree is re-measured to fair value
at the acquisition date; any gains or losses
arising from such re-measurement are
recognised in profit or loss.

Any contingent consideration to be
transferred by the Group is recognised at fair
value at the acquisition date. Subsequent
changes to the fair value of the contingent
consideration that is deemed to be an
asset or liability is recognised in accordance
with HKFRS 9 in profit or loss. Contingent
consideration that is classified as equity
is not remeasured, and its subsequent
settlement is accounted for within equity.

The excess of the consideration transferred,
the amount of any non-controlling interest
in the acquiree and the acquisition-date fair
value of any previous equity interest in the
acquiree over the fair value of the identifiable
net assets acquired is recorded as goodwill.
If the total of consideration transferred, non-
controlling interest recognised and previously
held interest measured is less than the fair
value of the net assets of the subsidiary
acquired in the case of a bargain purchase,
the difference is recognised directly in the
profit or loss.

Inter-company transactions, balances and
unrealised gains on transactions between
group companies are eliminated. Unrealised
losses are also eliminated. Accounting
policies of subsidiaries now comprising the
Group have been changed where necessary
to ensure consistency with the policies
adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

2 Summary of significant accounting
policies (Continued)

2.2 Subsidiaries (Continued)
2.2.1 Consolidation (Continued)
(b) Changes in ownership interests in

©)

subsidiaries without change of control

Transactions with non-controlling interests
that do not result in a loss of control are
accounted for as equity transactions —
that is, as transactions with the owners of
the subsidiary in their capacity as owners.
The difference between fair value of any
consideration paid and the relevant share
acquired of the carrying amount of net
assets of the subsidiary is recorded in
equity. Gains or losses on disposal to non-
controlling interests are also recorded in
equity.

Disposal of subsidiaries

When the Group ceases to have control,
any retained interest in the entity is re-
measured to its fair value at the date when
control is lost, with the change in carrying
amount recognised in profit or loss. The fair
value is the initial carrying amount for the
purposes of subsequently accounting for the
retained interest as an associate or financial
asset. In addition, any amounts previously
recognised in other comprehensive income
in respect of that entity are accounted for
as if the Group had directly disposed of the
related assets or liabilities. This may mean
that amounts previously recognised in other
comprehensive income are reclassified to
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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BA R AR L

2 Summary of significant accounting
policies (Continued)

2.2 Subsidiaries (Continued)

2.2.2 Separate financial statements
Investments in subsidiaries are accounted for
by the Company at cost less impairment. Cost
includes direct attributable costs of investment.
The results of subsidiaries are accounted for by
the Company on the basis of dividend received
and receivable.

Impairment testing of the investments in
subsidiaries is required upon receiving dividend
from these investments if the dividend exceeds
the total comprehensive income of the subsidiary
in the period the dividend is declared or if the
carrying amount of the investment in the separate
financial statements exceeds the carrying amount
in the Historical Financial Information of the
investee’s net assets including goodwill.

2.3 Associates

An associate is an entity over which the Group has
significant influence but not control, generally but not
necessarily accompanying a shareholding of between
20% and 50% of the voting rights. Investments
in associates are accounted for using the equity
method of accounting. Under the equity method,
the investment is initially recognised at cost, and
the carrying amount is increased or decreased to
recognise the investor’s share of the profit or loss and
other comprehensive income of the investee after
the date of acquisition. The Group’s investment in an
associate includes goodwill identified on acquisition,
net of any accumulated impairment loss. Upon the
acquisition of the ownership interest in an associate,
any difference between the cost of the associate and
the Group’s share of the net fair value of the associate’s
identifiable assets and liabilities is accounted for as
goodwill.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e TSR R MR

2 Summary of significant accounting
policies (Continued)

2.3 Associates (Continued)

The Group’s share of its associate’s post-acquisition
profit or loss is recognised in the profit or loss, and
its share of post-acquisition movements in other
comprehensive income is recognised in other
comprehensive income. 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 interests in the associate, including any other
unsecured long-term receivables, the Group does not
recognise further losses, unless it has incurred legal or
constructive obligations or made payments on behalf

of the associate.

The Group determines at each reporting date whether
there is any objective evidence that the investment in
an associate is impaired. If this is the case, the Group
calculates the amount of impairment as the difference
between the recoverable amount of the associate
and its carrying value and recognises the amount as
“Impairment loss of investment in an associate” in the

profit or loss.

Unrealised gains on transactions between the Group
and its associate are eliminated to the extent of the
Group’s interest in an associate. Unrealised losses
are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.
A full gain or loss is recognised when a transaction
involves a business whereas a partial gain or loss is
recognised when a transaction involves assets that do
not constitute a business, even if those assets are held
by a subsidiary. Accounting policies of an associate
have been changed where necessary to ensure
consistency with the policies adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 Summary of significant accounting
policies (Continued)

2.3 Associates (Continued)

Gains or losses on dilution of equity interest in an
associate are recognised in the profit or loss. If the
ownership interest in an associate is reduced but
significant influence is retained, only a proportionate
share of the amounts previously recognised in other
comprehensive income is reclassified to profit or loss
where appropriate.

2.4 Segment reporting

Operating segment is reported in a manner consistent
with the internal reporting provided to the chief
operating decision-maker (“CODM”). The CODM,
who is responsible for allocating resources and
assessing performance of the operating segment, has
been identified as the directors who make strategic
decisions.

2.5 Foreign currency translation

2.5.1 Functional and presentation currency
[tems included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment
in which the entity operates (the “functional
currency”). The consolidated financial statements
are presented in RMB, which is the Company’s
functional and the Group’s presentation currency.
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2 Summary of significant accounting
policies (Continued)

2.5 Foreign currency translation (Continued)

2.5.2 Transactions and balances

Foreign currency transactions are translated
into the functional currency using the exchange
rates prevailing at the dates of the transaction.
Foreign exchange gains and losses resulting
from the settlement of such transactions and
from the translation at year-end exchange rates
of monetary assets and liabilities denominated
in foreign currencies are generally recognised in
consolidated income statement.

All other foreign exchange gains and losses are
presented in the consolidated income statement
on a net basis within “Other (losses)/gains, net”.

Non-monetary items that are measured at fair
value in a foreign currency are translated using
the exchange rates at the date when the fair
value was determined. Translation differences
on assets and liabilities carried at fair value are
reported as part of the fair value gain or loss. For
example, translation differences on non-monetary
assets and liabilities such as equities held at fair
value through profit or loss are recognised in the
consolidated income statement as part of the fair
value gain or loss and translation differences on
non-monetary assets such as equities held at fair
value through other comprehensive income are
recognised in other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

2 Summary of significant accounting 2 FESTHRBE@

policies (Continued)

2.5 IMNERE (@|)
253 £ E QA

2.5 Foreign currency translation (Continued)
2.5.3 Group companies

The results and financial positions of all the group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as
follows:

° assets and liabilities for each balance sheet
presented are translated at the closing rate
at the date of that balance sheet;

° income and expenses for each income
statement and statement of comprehensive
income are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of
the rates prevailing on the transaction dates,
in which case income and expenses are
translated at the rate on the dates of the
transactions); and

e all resulting exchange differences are
recognised in other comprehensive income.

On consolidation, exchange differences arising
from the translation of any net investment
in foreign operations are taken to other
comprehensive income. When a foreign operation
is sold or any borrowings forming part of the net
investment are repaid, the associated exchange
differences are reclassified to the consolidated
income statement, as part of the gain or loss on
sale.

Goodwill and fair value adjustments arising on
the acquisition of a foreign operation are treated
as assets and liabilities of the foreign entity and
translated at the closing rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

2 Summary of significant accounting
policies (Continued)

2.6 Property, plant and equipment

122 =

Property, plant and equipment are stated at historical
cost less accumulated depreciation. Historical cost
includes expenditure that is directly attributable to the
acquisition of the items.

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

Depreciation of property, plant and equipment is
calculated using the straight-line method to allocate
their costs, net of their residual value, over their
estimated useful lives, as follows:

Furniture and fixtures 5 years
Office equipment 31to 5 years
Plant and machinery 3to 10 years
Motor vehicles 3to 5 years

Shorter of estimated
useful lives or
remaining lease
terms

Leasehold improvements

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at the end of
each reporting period. An asset’s carrying amount is
written down immediately to its recoverable amount
if the asset’s carrying amount is greater than its
estimated recoverable amount.

Gains or losses on disposal are determined by

comparing proceeds with carrying amount and are
recognised in the consolidated income statement.
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2 Summary of significant accounting
policies (Continued)

2.6 Property, plant and equipment (Continued)

Right-of-use assets included the rights to use certain
property, plant and equipment under leases which
are measured at cost. The initial costs of right-of-use
assets include the following:

o the amount of the initial measurement of lease
liability,

e any lease payments made at or before the
commencement date,

o any initial direct costs, and

o restoration costs.

If the lease transfers ownership of the underlying assets
to the Group by the end of the lease term or if the cost
of the right-of-use assets reflect that the Group will
exercise a purchase option, the Group depreciates the
right-of-use asset from the commencement date of
the lease to the end of the useful life of the underlying
assets. Otherwise, right-of-use assets are depreciated
over the shorter of the assets’ useful lives and their
lease terms on a straight-line basis.

2.7 Financial assets

2.7.1 Classification
The Group classifies its financial assets as assets
to be measured at amortised cost.

The classification depends on the entity’s
business model for managing the financial assets
and the contractual terms of the cash flows.
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2 Summary of significant accounting
policies (Continued)

2.7 Financial assets (Continued)

2.7.2 Recognition and measurement

At initial recognition, the Group measures a
financial asset at its fair value plus, in the case
of a financial asset not at fair value through
profit or loss, transaction costs that are directly
attributable to the acquisition of the financial
asset. Transaction costs of financial assets carried
at fair value through profit or loss are expensed in
the consolidated income statement.

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

Debt instruments

Subsequent measurement of debt instruments
depends on the Group’s business model
for managing the asset and the cash flow
characteristics of the asset. The Group classifies
its debt instruments to be measured at amortised
cost.

Assets that are held for collection of contractual
cash flows where those cash flows represent
solely payments of principal and interest are
measured at amortised cost. Interest income
from these financial assets is included in finance
income using the effective interest rate method.
Any gain or loss arising on derecognition is
recognised directly in the consolidated income
statement and presented in ‘Other (losses)/
gains, net’ together with foreign exchange gains
and losses. Impairment losses are presented as
separate line item in the consolidated income
statement.

2.7.3 Derecognition

Financial assets are derecognised when the rights
to receive cash flows from the investments have
expired or have been transferred and the Group
has transferred substantially all risks and reward
of ownership.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e TSR R MR

2 Summary of significant accounting
policies (Continued)

2.8 Offsetting financial instruments
Financial assets and liabilities are offset and the net
amount reported in the consolidated balance sheet
when there is a legally enforceable right to offset the
recognised amounts and there is an intention to settle
on a net basis or realise the asset and settle the liability
simultaneously.

2.9 Impairment of financial assets

The Group’s financial assets measured at amortised
cost are subject to HKFRS 9’s expected credit loss
model. The Group assesses on a forward looking
basis the expected credit losses associated with its
assets carried at amortised cost. The impairment
methodology applied depends on whether there has
been a significant increase in credit risk. Note 3.1.3
sets out the details on how the Group determines
whether there has been a significant increase in credit
risk.

For contract assets, trade and bills receivables, the
Group applies the simplified approach permitted by
HKFRS 9, which requires expected lifetime losses to
be recognised from initial recognition. The provision
matrix is determined based on historical observed
default rates over the expected life of the contract
assets, trade and bills receivables with similar credit
risk characteristics and is adjusted for forward-looking
estimates. At every reporting date, the historical
observed default rates are updated and changes in the
forward-looking estimates are analysed.

For other receivables, the Group measures the
impairment as either 12-month expected credit losses
or life-time expected credit losses, depending on
whether there has been a significant increase in credit
risk since initial recognition. If a significant increase in
credit risk of the other receivables has occurred since
initial recognition, then impairment is measured as
lifetime expected credit losses.
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2 Summary of significant accounting
policies (Continued)

2.10 Trade, bills and other receivables

Trade and bills receivables are amounts due from
customers for services performed in the ordinary
course of business. If collection of trade, bills and
other receivables is expected in one year or less (or in
the normal operating cycle of the business if longer),
they are classified as current assets. If not, they are
presented as non-current assets.

Trade, bills and other receivables are recognised
initially at fair value and subsequently measured at
amortised cost using the effective interest method, less
allowance for impairment.

2.11 Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost is determined using the
weighted-average method. 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.

2.12 Cash and cash equivalents

For the purpose of presentation in the consolidated
statement of cash flows, cash and cash equivalents
include cash on hand and deposits held at call with
banks with original maturities of three months or less.

2.13 Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue
of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 Summary of significant accounting
policies (Continued)

2.14 Trade, bills and other payables

Trade and bills payables are obligations to pay for
goods or services that have been acquired in the
ordinary course of business from suppliers. Trade, bills
and other payables are classified as current liabilities if
payment is due within one year or less (or in the normal
operating cycle of the business if longer). If not, they

are presented as non-current liabilities.

Trade, bills and other payables are recognised initially
at fair value and subsequently measured at amortised

cost using the effective interest method.

2.15 Borrowings

Borrowings are initially recognised at fair value,
net of transaction costs incurred. Borrowings are
subsequently carried at amortised cost; any difference
between the proceeds (net of transaction costs) and
the redemption value is recognised in interest expense
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interest method.

Borrowings are classified as current liabilities unless the
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the liability for at least twelve months after the balance

sheet date.

All borrowing costs are recognised in profit or loss in

the period in which they are incurred.
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2 Summary of significant accounting
policies (Continued)

2.16 Provisions

Provisions are recognised when the Group has a
present legal or constructive obligation as a result of
past events; it is probable that an outflow of resources
will be required to settle the obligation; and the
amount has been reliably estimated. Provisions are not
recognised for future operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement
is determined by considering the class of obligations as
a whole. A provision is recognised even if the likelihood
of an outflow with respect to any one item included in
the same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as
finance costs.

2.17 Current and deferred income tax

The income tax expense or credit for the period is the
tax payable on the current period’s taxable income
based on the applicable income tax rate for each
jurisdiction adjusted by changes in deferred tax assets
and liabilities attributable to temporary differences and
to unused tax losses.

217.1Current income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the end of the reporting period in the
countries where the Company’s subsidiaries and
associates operate and generate taxable income.
Management periodically evaluates positions
taken in tax returns with respect to situations
in which applicable tax regulation is subject to
interpretation. It establishes provisions where
appropriate on the basis of amounts expected to
be paid to the tax authorities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

2 Summary of significant accounting 2 FESTHRBE@

policies (Continued)

2.17 Current and deferred income tax 217 ENHA R IR ZE PR B 51 (&)

(Continued)

2172 Deferred income tax

Deferred income tax is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities
and their carrying amounts in the consolidated
financial statements. However, deferred tax
liabilities are not recognised if they arise from the
initial recognition of goodwill. Deferred income
tax is also not accounted for if it arises from initial
recognition of an asset or liability in a transaction
other than a business combination that at the
time of the transaction affects neither accounting
nor taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that have
been enacted or substantively enacted by the end

of the reporting period and are expected to apply BERIBEESRFELETE
when the related deferred tax asset is realised or BEGERTERESEANOM
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the deferred tax liability is settled.

Deferred tax assets are recognised only if it is
probable that future taxable amounts will be
available to utilise those temporary differences
and losses.

Deferred tax liabilities and assets are not
recognised for temporary differences between the
carrying amount and tax bases of investments
in foreign operations where the Group is able to
control the timing of the reversal of the temporary
differences and it is probable that the differences
will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets and liabilities and when the
deferred tax balances relate to the same taxation
authority. Current tax assets and liabilities are
offset where the entity has a legally enforceable
right to offset and intends either to settle on a net
basis, or to realise the asset and settle the liability
simultaneously.
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2 Summary of significant accounting
policies (Continued)

2.18 Employee benefits

2.18.1 Short-term obligations

Liabilities for wages and salaries, including non-
monetary benefits and accumulating sick leave
that are expected to be settled wholly within
twelve months after the end of the period in
which the employees render the related service
are recognised in respect of employees’ services
up to the end of the reporting period and are
measured at the amounts expected to be paid
when the liabilities are settled. The liabilities are
presented as current employee benefit obligations
in the consolidated balance sheet.

2182 Other long-term employee benefit

obligations

The obligations are presented as current liabilities
in the consolidated balance sheet if the entity
does not have an unconditional right to defer
settlement for at least twelve months after the
reporting period, regardless of when the actual
settlement is expected to occur.

2183 Defined contribution plans

The Group pays contributions to state-managed
pension insurance plans on a mandatory,
contractual or voluntary basis. The Group has no
further payment obligations once the contributions
have been paid. The contributions are recognised
as employee benefit expense when they are due.
Prepaid contributions are recognised as an asset
to the extent that a cash refund or a reduction in
the future payments is available.

2184 Bonus plans

The Group recognises a liability and an expense
for bonuses based on a formula that takes into
consideration the profit attributable to the Group’s
shareholders after certain adjustments. The
Group recognises a provision where contractually
obliged or where there is a past practice that has
created a constructive obligation.
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2 Summary of significant accounting
policies (Continued)

2.19 Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable, and represents
amount for the service rendered in the ordinary course
of the Group’s activity.

The Group does not expect to have any contracts
where the period between the transfer of the promised
services to the customers and the payment by the
customers exceeds one year. As a consequence, the
Group does not adjust any of the transaction prices for
the time value of money.

When either party to a contract has performed, the
Group presents the contract in the consolidated
balance sheet as a contract asset or a contract liability,
depending on the relationship between the Group’s
performance and the customer’s payment.

A contract asset is the Group’s right to consideration in
exchange for services that the Group has transferred
to a customer. Incremental costs incurred to obtain a
contract, if recoverable, are capitalised and presented
as assets and subsequently amortised when the
related revenue is recognised.

If a customer pays consideration or the Group
has a right to an amount of consideration that is
unconditional, before the Group transfers the promised
services to the customer, the Group presents the
contract as a contract liability when the payment is
received or a receivable is recorded (whichever is
earlier). A contract liability is the Group’s obligation to
transfer the promised services to a customer for which
the Group has received consideration (or an amount of
consideration is due) from the customer.

A receivable is recorded when the Group has an
unconditional right to consideration. A right to
consideration is unconditional if only the passage of
time is required before payment of that consideration is
due.
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2 Summary of significant accounting
policies (Continued)

2.19 Revenue recognition (Continued)

2191 Electronic manufacturing services

Revenue is recognised when specific criteria have
been met for the Group’s activity as described
below:

Rendering of electronic manufacturing service
(“EMS”) is recognised when or as the control of
the services is transferred to the customer.

Depending on the terms of the contract and the
laws that apply to the contract, control of the
services may transfer over time or at a point in
time. Control of the services is transferred over
time if the Group’s performance:

()  provides all of the benefits received and
consumed simultaneously by the customer;
or

(i) creates and enhances an asset that the
customer controls as the Group performs; or

(i) does not create an asset with an alternative
use to the Group and the Group has an
enforceable right to payment for performance
completed to date.

If control of the services transfers over time,
revenue is recognised over the period of the
contract by reference to the progress towards
complete satisfaction of that performance
obligation. Otherwise, revenue is recognised at a
point in time when the customer obtains control
of the asset.

Revenue from EMS contracts are recognised over
time using the input method with reference to the
costs incurred for the service.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 Summary of significant accounting
policies (Continued)

2.20 Interest income
Interest income is recognised on a time-proportion
basis using the effective interest method.

2.21 Leases

The Group leases various properties and plant and
machinery. Rental contracts are typically made for
fixed periods of one to five years. Lease terms are
negotiated on an individual basis and contain various
terms and conditions. The lease agreements do not
impose any covenants, but leased assets may not be
used as security for borrowing purposes.

Leases are recognised as right-of-use assets
(included in properties, plant and equipment) and
the corresponding liabilities at the date of which the
respective leased asset is available for use by the
Group. Each lease payment is allocated between the
liability and finance cost. The finance cost is charged
to profit or loss over the lease period so as to produce
a constant periodic rate of interest on the remaining
balance of the liability for each period.
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2 Summary of significant accounting
policies (Continued)

2.21 Leases (Continued)

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
include the net present value of the following lease
payments:

e fixed payments (including in-substance fixed
payments), less any lease incentives receivable;

e variable lease payment that are based on an
index or a rate;

e amounts expected to be payable by the lessee
under residual value guarantees;

e the exercise price of a purchase option if the
lessee is reasonably certain to exercise that
option; and

e  payments of penalties for terminating the lease, if
the lease term reflects the lessee exercising that
option.

The lease payments are discounted using the interest
rate implicit in the lease, if that rate can be determined,
or the entity’s incremental borrowing rate.

Payments associated with short-term leases and
leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss.
Short-term leases are leases with a lease term of
less than 12 months. Low-value assets comprise
machinery with value below RMB5,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 Summary of significant accounting
policies (Continued)

2.22 Dividend distribution
Dividend distribution to the shareholders is recognised
as a liability in the years in which the dividend are
approved by the Company’s shareholders or directors,
where appropriate.

2.23 Government grants
Grants from the government are recognised at their fair
value where there is a reasonable assurance that the
grant will be received and the Group will comply with
all attached conditions.

Government grants relating to costs are deferred and
recognised in the consolidated income statement over
the period necessary to match them with the costs
that they are intended to compensate.

Government grants relating to the purchase of
equipment are included in current liabilities and non-
current liabilities as deferred income and are credited
to profit or loss on a straight-line basis over the
expected useful lives of the related assets.

2.24 Contingent liabilities

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognised because
it is not probable that outflow of economic resources
will be required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised but is disclosed
in the consolidated financial statements. When a
change in the probability of an outflow occurs so that
outflow is probable, it will then be recognised as a
provision.
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3 Financial risk management

The Group’s activities expose it to a variety of financial risks:
market risk (including foreign exchange risk and interest rate
risk), credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse

effects on the Group’s financial performance.

3.1 Market risk
3.1.1 Foreign exchange risk

Bt RS B R

AEBEXBAZZBUWHRAR  mHE
2 (BREMERR EFMERER)  FER
RERBDECRER AEENEERAR
EEFEEHBE IS BTSN A AR
o AESRBEMEHAEEHTHERR
WEETNZE -

3.1 Wi AR
3.1.1 SN [ Bz

The Group operates mainly in the PRC with most
of the transactions settled in RMB. Management
considers that the Group is not exposed to any
significant foreign exchange risk for the years
ended 31 December 2019 and 2018 as there are
no significant financial assets or liabilities of the
Group denominated in the currencies other than
the respective functional currencies of the Group’s
entities.

During the years ended 31 December 2019
and 2018, the Group has not entered into
any derivative instruments to hedge its foreign
exchange exposures.

3.1.2 Interest rate risk

The Group’s interest rate risk is mainly attributable
to its cash at banks and bank and other
borrowings with floating interest rates. Details of
the Group’s cash at banks and bank and other
borrowings have been disclosed in Notes 18
and 25 to the consolidated financial statements
respectively.

Other than cash at banks and bank and other
borrowings, the Group does not have significant
interest-bearing assets or liabilities.

As at 31 December 2019 and 2018, if interest
rates on cash at banks and bank and other
borrowings had been 100 basis points higher/
lower with all variables held constant, profit before
income tax for the years then ended would have
been approximately RMB1,310,000 higher/lower
and approximately RMB38,000 lower/higher,
mainly as a result of higher/lower of interest
income on the cash at banks netted with higher/
lower interest expenses on the bank and other
borrowings respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 Financial risk management (Continued)

3.1 Market risk (Continued)
3.1.3 Credit risk

The credit risk of the Group mainly arises from
cash and cash equivalents, contract assets,
trade and bills receivables, other receivables and
deposits. The carrying amounts of each financial
asset represent the Group’s maximum exposure
to credit risk in relation to financial assets.

(a) Risk management
The Group has policies in place to ensure
that credit terms are made to customers
with an appropriate credit history and the
Group’s performs periodic credit evaluations
of its customers.

The Group’s cash and cash equivalents
were deposited with high quality financial
institutions. Therefore, the Group does not
expect any significant losses arising from
non-performance by these counterparties.

For the years ended 31 December 2019 and
2018, 82% and 90% of the Group’s revenue
was derived from its top five customers
respectively. As at 31 December 2019 and
2018, 75% and 78% of the total trade and
bills receivables were due from the Group’s
top five customers respectively.

The credit risk on cash and cash equivalents
are limited because deposits are in banks
with sound credit ratings and management
does not expect any loss from non-
performance by these counterparties.
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3 Financial risk management (Continued) 3 HMERRERE@m
3.1 Market risk (Continued) 3.1 ™iE Rk ()
3.1.3 Credit risk (Continued) 313 EE Rk (&)
(b) Impairment of financial assets (b) TEEERE

The Group has two types of financial assets
that are subject to the expected credit loss
models:

° contract assets, trade and bills
receivables

° other financial assets carried at
amortised cost

Contract assets, trade and bills receivables

The Group applies the HKFRS 9 simplified
approach to measure expected credit
losses which uses a lifetime expected loss
allowance for all contract assets, trade and
bills receivables.

To measure the expected credit losses,
contract assets, trade and bills receivables
have been grouped based on shared credit
risk characteristics and the days past
due. The contract assets relate to unbilled
services and have substantially the same risk
characteristics as the trade receivables for
the same types of contracts. The Group has
therefore concluded that the expected loss
rates for trade receivables are a reasonable
approximation of the loss rates for the
contract assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 Financial risk management (Continued) 3 HMERRERE @
3.1 Market risk (Continued) 3.1 TWiEE K &)
3.1.3 Credit risk (Continued) 313 EE R (8)

(b) Impairment of financial assets (Continued) b) TEEERE ()
Measurement of expected credit loss on REREEFTETEHREE
individual basis SR
Contract assets, trade and bills receivables SAELEENESREE
with known insolvencies are assessed B REIWRIENEWZE
individually for impairment allowances and Th3E 17 18 Bl A LA 3R 8Om0
are written off when there is no reasonable BEREE THRAEEHE
expectation of recovery. Indicators that there EU B RGN - A IRTE
is no reasonable expectation of recovery EXWRIMEERRE (H
include, amongst others, the failure of a AR B A KBEEH A
debtor to engage in a prepayment plan with EBREHERETE UK
the Group, and a failure to make contractual RELINEHTE HE
payments. During the year ended 31 —E-AE+-_A=+—
December 2019, certain customers BIEFE HHETEBRA
who did not share the same credit risk I 2k [F 1= B R b A B
characteristics as the rest of the debtors AETRP#M RN Bt
were in delinquency of payments and BE A AR 995,0007T
their respective trade receivable balances (ZE2E—N\F . \BEB)WNEH
amounting to approximately RMB995,000 FEWR A4 2 REURE
(2018: Nil) were therefore fully impaired.

The following table presents the balances TRE2IWRZZE— I HF
of gross carrying amounts and the loss +—A=+—BKk=F%
allowance in respect of individually assessed —N\EFE+-_A=+—"HE
trade receivables as at 31 December 2019 RFEH B E 5 EWFIER
and 31 December 2018: FHAEBLRERBEER

£

1-30 31-60 61120 121-365 Over
days days days days 365 days
Curent  pastdue  pastdue  pastdue pastdue due Total
BENE BH6ZE BAMINE @658
P8 AH1Z230A 60H 1208 365H BE Rt
RMB'O0  RMB'O00  RMB'000  RMB'O00  RMB'000  RMB'000  RMB000
ARETT ARETR ARETT ARSTR ARETR ARETT ARETR

At 31 December 2019 RZB-1%
t=R=t-H
(Gross carrying amount - HEEE-

Trade receivables BARMGE - - - - - 995 995
Expected loss rate BHEEX - - - - - 100% 100%
Loss lowance BiEkE - - - - - (995) (995)
At 31 December 2018 R-B-N\E

t-A=t-H
(Gross carmying amount - REEE-

Trade receivables BARMGE - - - - - - -
Expected loss rate BHEER - - - - - - -
Loss allowance EERE - - - _ _ _ _
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3 Financial risk management (Continued)
3.1 Market risk (Continued)

140 =z

3.1.3 Credit risk (Continued)
(b) Impairment of financial assets (Continued)

Measurement of expected credit loss on
collective basis

Expected credit losses are also estimated
by grouping the remaining receivables
based on shared credit risk characteristics
and collectively assessed for likelihood of
recovery, taking into account the nature
of the customer, its geographical location
and its ageing category, and applying the
expected credit loss rates to the respective
gross carrying amounts of the receivables.

The expected credit loss rates are estimated
on the basis of historical default rates,
adjusted to reflect the effects of existing
market conditions as well as forward looking
information on macroeconomic factors
affecting the ability of the customers to settle
the receivable.

Based on the Group’s assessment,
expected credit loss rate of these contract
assets, trade and bills receivables is close to
zero. Therefore, the loss allowance provision
for these balances was not material and no
provision was recognised.

Impairment losses on contract assets,
trade and bills receivables are presented
as net impairment losses within operating
profit. Subsequent recoveries of amounts
previously written off are credited against the
same line item.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 Financial risk management (Continued) 3 HMERRERE @

3.1 Market risk (Continued) 3.1 WG EKE @)
3.1.3 Credit risk (Continued) M3 EERKR (&)
(b) Impairment of financial assets (Continued) (b) Z B EERE (E)

Other financial assets carried at amortised cost

The Group’s other financial assets carried
at amortised cost include deposit and other
receivables in the consolidated balance
sheet. The impairment loss of other financial
assets carried at amortised cost is measured
based on the 12-month expected credit
loss. The 12-month expected credit loss is
the portion of lifetime expected credit loss
that results from default events on a financial
instrument that are possible within 12
months after the reporting date. However,
when there has been a significant increase
in credit risk since origination, the allowance
will be based on the lifetime expected credit
loss.

As at 31 December 2019 and 2018,
management considered the credit risk of
deposits and other receivables to be low
as counterparties have a strong capacity to
meet their contractual cash flow obligations
in the near term. The Group has assessed
that the expected credit losses for these
deposits and other receivables were
immaterial under 12-month expected losses
method. Therefore, the loss allowance
provision for these balances was close to
zero and no provision was recognised.
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3 Financial risk management (Continued)
3.1 Market risk (Continued)

142 ms

3.1.4 Liquidity risk

The Group’s policy is to regularly monitor current
and expected liquidity requirements to ensure that
it maintains sufficient reserves of cash to meet its
liquidity requirements in the shorter and longer
term.

As at 31 December 2019 and 2018, the Group
held cash and cash equivalents amounting
to approximately RMB139,172,000 and
RMB14,979,000 respectively, that are expected
to be readily available to generate cash inflows for
managing liquidity risk.

The Group maintains liquidity by a number of
sources including orderly realisation of receivables
that the Group considers appropriate and long
term financing including long-term borrowings
and lease liabilities are also considered by the
Group in its capital structuring. The Group aims to
maintain flexibility in funding by keeping sufficient
bank balances, committed credit lines available
and interest bearing borrowings which enable the
Group to continue its business for the foreseeable
future.

As at 31 December 2019 and 2018, the
Group has no undrawn banking facilities,
and the Group’s total drawn banking facilities
amounted to approximately RMB5,073,000 and
RMB11,507,000 respectively.

The table below analyses the non-derivative
financial liabilities of the Group into relevant
maturity groupings based on the remaining period
at the balance sheet date to the contractual
maturity date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 Financial risk management (Continued) 3 HMKERKRERE @
3.1 Market risk (Continued) 3.1 miEER @)
3.1.4 Liquidity risk (Continued) 314 MBNE & Rk (8)
The amounts disclosed in the table were the FANBENESBERAEHORUR
contractual undiscounted cash flows and the ReMERAEEERERE
earliest date the Group can be required to pay. NH&ERH-

Between1 Between 2

Less than and and
1 year 2 years 5 years Total
DM1E 1226 2Z5%F @t

RMB’000 RMB’000 RMB’000  RMB’000
ARBTRT ARBTR ARBTR ARBTR

At 31 December 2019 R-ZZE-I#F
+=A=+—~H
Trade payables B S ENFA 16,192 - - 16,192
Other payables and accruals LA FE + 008 |
EE & A 11,538 - - 11,538
Bank and other borrowings  $R1T & H b &k
— principal portion — A& 5 6,604 1,600 - 8,204
— interest portion —HEEHH 404 34 - 438
Lease liabilities HEAE
— principal portion N ) 3,848 3,882 901 8,631
— interest portion —FNEHD 370 152 20 542
38,956 5,668 921 45,545
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3 Financial risk management (Continued)

3.1 Market risk (Continued)
3.1.4 Liquidity risk (Continued)

3 BIXERER @
3.1 TIBEE (@)

A MBI E SRR (8B

Between Between
Less than 1 and 2 and
1 year 2 years 5 years Total
P 1526 2E5F st
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETRT ARETT ARETR
At 31 December 2018 R=F-N\F
+t=R=t+-H
Trade payables AN 10,130 - - 10,130
Other payables and accruals =t JE {4 Z0E &
ezt &R 5,428 - - 5,428
Bank and other borrowings ~ $R17 R E Mt 5k
— principal portion N ) 10,597 6,604 1,600 18,801
— interest portion —HMEHBH 1,120 404 34 1,558
Lease liabilities HEAE
— principal portion s ) 2,883 3,265 4,015 10,163
— interest portion —MEHD 426 279 133 838
30,584 10,552 5,782 46,918
3.2 Capital management 32 EXREH

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividend paid
to shareholders, return capital to shareholders or sell
assets to reduce debt.
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B % B B B8 ()
3.2 EAXAEE (&)

3 Financial risk management (Continued) 3

3.2 Capital management (Continued)

The Group monitors capital on the basis of the total
debt to total capital ratio. Total debt and total capital
represent total borrowings and total equity, as shown

AEERRABEHEEAR L XE
BRER - BRABENBERD HIER
REERBERMIISNABIEE RE

in the consolidated balance sheet. The total debt to Bm RZE-—NEFRZFTE-NF
total capital ratios at 31 December 2019 and 2018 T A=+t —HMRBRAGBHEER
were as follows: 59 (I
2019 2018
—E-hEF —N\&F
RMB’000 RMB’000
AR®T T AREET T
Total borrowings (bank and other BIER (R1T R EMERK
borrowings and lease liabilities) UEHEEEE) 16,835 28,964
Total equity B 278,673 148,145
Total debt to total capital ratio BBEEHEERLE 6% 20%
The decrease in total debt to total capital ratio BEBEHEEARALEH_T—\F
from 20% as at 31 December 2018 to 6% as at 31 +Z A=+ —H®M20% B IPE_F
December 2019 was mainly due to the increase in total —NF+ZA=T—H86% " HE
equity as a result of current year’s profit and the share HRBERARNFERNRE LT
offering upon listing as well as the decrease in total BEBITIRMDAMAES R EER KM
borrowings as a result of repayments of borrowings. B g N o
3.3 Fair value estimation 3.3 AFEME
The carrying values of the Group’s financial assets and rEEMEREERAR(BERS
liabilities include deposits, trade and other receivables, Eo5REMERFIE cREE -
contract assets, cash and cash equivalents, trade and ReRkBeEED - féf 2 K H i e

other payables, bank and other borrowings and lease
liabilities approximate their fair values due to their short
maturities.

3R RITREMERREERE)
MEEEREMAREMERLR
FEEE -
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Critical accounting estimates and
assumptions

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
addressed below.

4.1 Net realisable value of inventories
The Group’s inventories comprise solely raw materials
of which management primarily intends to utilise for
EMS contracts. These raw materials are stated at the
lower of cost and net realisable value.

The Group utilises these raw materials for the
assembling and production of printed circuit board
assembly (“PCBA”), their net realisable value is the
estimated service contract price less estimated costs
to completion and selling expenses. The estimates
are based on the current market condition and the
historical experience of provision of services using
raw materials of similar nature. Write-downs of
inventories are recognised where events or changes in
circumstances indicate that the balances may not be
realised. The identification of write-downs requires the
use of judgment and estimates. Where the expectation
is different from the original estimate, such difference
will impact the carrying value of inventories and write-
downs of inventories in the period in which such
estimate has been changed. Management reassesses
these estimates at end of each reporting period.
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AN
%/T\l:l

BA R AR L

4 Critical accounting estimates and
assumptions (Continued)

4.2 Income taxes

The Group is subject to income taxes mainly in Hong
Kong and the PRC. Significant judgement is required
in determining provision for income taxes. There are
transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course
of business. Where the final tax outcome of these
matters is different from the amounts that were initially
recorded, such differences will impact the income tax
and deferred income tax provisions in the periods in
which such determination are made.

Deferred tax assets relating to certain temporary
differences are recognised as management considers
it is probable that future taxable profit will be available
against which the temporary differences can be
utilised. Where the expectation is different from the
original estimate, such differences will impact the
recognition of deferred tax assets and tax expense in
the periods in which such estimate is changed.

4.3 Impairment of receivables and contract

assets

The Group makes provision for impairment of
receivables and contract assets based on assumptions
about risk of default and expected loss rates. The
Group uses judgement in making these assumptions
and selecting the inputs to the impairment calculation,
based on the Group’s historical default rates, existing
market conditions as well as forward-looking estimates
at the end of each reporting period. The identification
of impairment of receivables and contract assets
requires the use of judgment and estimates. Where
the expectations are different from the original
estimates, such differences will impact the carrying
value of receivables and contract assets and loss for
the impairment of receivables and contract assets
recognised in the periods in which such estimates
have been changed.

4 BAEETAETTRER @

4.2

4.3

FRi&®t
AEBEIZEFTBRTBEUANME
B EEBEEMSHBBRAFELE
RHEE - EREXEBRIES 2R
RPZEFAETANEERBAECY
THE - WZEEENRERIEE
REZFVNVABRNEEIR  ZFE
BReTEFLEREBEET MMM
SRS T R o

R E IR E R & A REA R RE R
M AEREEREEZER  WER
FHETEREEZERNETERESR
EoWMERERAGHFEER
REZRREFERBAETEDY
[ R IRAE B IR B B M AR TR A S HERR

FERREREREERE

AEEREBEAEBEORRRXERE
BENBRETIREBRFARE RE
ERERE AEEREHZER
ERDAHE  ARBASERE
BEHROEBEENX - RITMR
K ATHE A E - BB AR ER &
M AR - BAIEERERER
BEREAERHE KA - WA
HERAGMAFTEEZER  ZFE8E
HaFENA BAEB R HREE
REEWKA KA R B ERE(EMN
REBFEREREERERR -
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Revenue and segment information

The Company is an investment holding company and the
Group is principally engaged in the electronic manufacturing
services (“EMS”).

The CODM has been identified as the directors of the
Company. The directors review the Group’s internal
reporting in order to assess performance and allocate
resources. The directors have determined the operating
segment based on these reports.

The directors consider the Group’s operation from a
business perspective and determine that the Group has one
reportable operating segment being the EMS.

The directors assess the performance of the operating
segment based on a measure of revenue and gross profit.

During the years ended 31 December 2019 and 2018, all
of the Group’s revenues are from contracts with customers
and are recognised over time. Please refer to Note 2.19 for
details of the accounting policies on revenue recognition.

(a) Segment revenue by customers’
geographical location
The Group is domiciled in the PRC. The Group’s
revenue by geographical location, which is determined
by the location of customers, is as follows:

W= KkopER
ARABB—RKREERAR  AEEE
BREETRIERS (EMS]) -

IEREEBERRECHTERRRAIES -
EXFHNAKRENARREAFERR
EORER - BEFCREBEZFRERTE

U
W -

BEENREAEZEREASEMNEE I
REANEEHES —EA] 23REE 520 (A
EMS) °

EERREERENNGEFERED
EBEVRIR o

HE-_Z—ALGFR-_Z—NF+_A
=S+ BLEEFE AEBNAHTA KR
BHEZFT AL - WHERRE T IARER o
ERANEERN ST BRFAS  B2H
BffsE2.19 o

(@) REFHEBNES S
L&M
AEBERBEEMKL - A& E %
WEME (BEREFUEER)ED
R ERIAT

By 2 &P

2019 2018

—E-hF —EF-N\F

RMB’000 RMB’000

AR®BT T ARET T

The PRC lled 284,266 234,888
The United States of America (the “USA”)  =FIE A RE ([Z£E ) 322 1,322
284,588 236,210
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5 Revenue and segment information
(Continued)

(b) Details of contract liabilities

5 WHERDIHBERE @

(b) ERAEFHE

2019 2018
—E-NEF —E-N\F

RMB’000 RMB’000

AR®T T AREET T

Contract liabilities (Note 24) & RAEEFiE24) 462 6,539

Notes:

(i) Contract liabilities represent advanced payments received from (0]
the customers for services that have not been transferred to the
customers. The contract liabilities fluctuated during the years
ended 31 December 2019 and 2018 due to fluctuation in sales

with advanced payments.

(i) During the years ended 31 December 2019 and 2018, all (i
brought-forward contract liabilities at the beginning of the

financial year were fully recognised as revenue.

(c) Unsatisfied performance obligations
As at 31 December 2019 and 2018, all performance
obligations not yet satisfied by the Group were from
contracts with original expected duration of less than
one year. Therefore, as permitted by the relevant
practical expedient under HKFRS 15, the transaction
price allocated to these unsatisfied performance

obligations were not disclosed.

(d) Non-current assets by geographical

location

All of the Group’s non-current assets other than

deferred tax assets were located in the PRC.

fia -

ERABEERSABTERPNRBHR
&P B MR © NP A TR
HMHERS HE-"ZT-FR-F
—NF+_A=+—HLEFENAREA
ERFTKE o

HE-_T-—NFR=ZF—NFE+=A
=+—RAIEEFE ARV ERFEEIR
#ENAERBBEEREmR AN -

(c) MARBITZENRHE
RZZE—NFER=ZZE—NF+=A
=+—H AEEMBEHKRBITZ
JB 40 2% 7535 SRR P IR T8 B 45 48 R R
LPR—FNEH - AL HWE B
PR E LN EISHEREERER
BT AR YABENE TZE
MABITZBHAERFNZHE -

d) BN EHTWERBE
E
AREEBRELEHREEINNFIAE I
MBEEHUNDE -
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6 Expenses by nature 6 EMEESTHEX
Expenses included in cost of sales, selling and distribution TAHERAR  HERDHEMAX  TH
expenses, administrative expenses and net impairment AXUREREERBEFEFENRAX
losses on financial assets are analysed as follows: DT
2019 2018
—ZE-hEF —E-)N\F
RMB’000 RMB’000

AR®T T ARETT

Cost of raw materials and consumables 5 RV B R B FE MR A

used 75,826 71,514
Subcontracting charges »BEEH 7,300 1,872
Employee benefit expenses and manpower {& B & #5152 & A 71 8RR

service expenses, including directors’ BHRYZ  BiEESEHe

emoluments (Notes 9 and 33) (Fi£9 X 33) 79,487 63,084
Rental expenses of short-term leases in UTEEMNEHEERS

respect of: X :

— machineries (Note 20(c)) —#28 (fF3E20(c)) 22,662 19,180

— offices, warehouses, production plant —MRE HE HEE

and staff quarters (Note 20(c)) JPBU% NETIREE
(Ki#E20(c)) 806 400
Utilities KEE 4,361 3,580
Depreciation (Note 13) e (ME13) 19,944 17,313
Auditor’s remuneration 1% 2R B <
— Audit services (excluding listing — B RH (TRE LT
expenses) ) 1,231 200

— Non-audit services —JEEF RS - =
Listing expenses X 18,063 531
Professional fees EXEH 8,439 2,300
Provision for inventories (Note 17) FERAE (FEE17) 1,811 1,000
Provision for trade receivables (Note 19) & 5 fE W R IEA M (F5E 19) 995 =
Other tax and surcharges H b 718 K& nE 2,186 2,207
Transportation BB 697 435
Travelling expenses =IRE 1,115 935
Others Hitb 5,658 4,197

Total cost of sales, selling and distribution  SHE&KA « HE KD HRAX
expenses, administrative expenses and TR AREBEER
net impairment losses on financial assets B &5 18 % 58 4258 250,581 188,748
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7 Otherincome 7 HiA
2019 2018
—E-NF —ZT—N\F
RMB’000 RMB’000
ARBET T ARBEFT
Government grants BT B 3,496 1,630
Equipment rental income REHSBA 187 216
3,683 1,846
8 Other (losses)/gains, net 8 Ht(E#E) WEFHE
2019 2018
—E-NF —ZT—N\F
RMB’000 RMB’000
AR¥T T ARBFT
Loss on disposal of property, plant and LEWE  BERRED
equipment &1 (608) (49)
Exchange differences &+ =% (450) 197
(1,058) 148

9 EEBARAIRANERRE

9 Employee benefit expenses and manpower

service expenses, including directors’ X (BREEEMS)
emoluments
2019 2018
—E-hF —T-N\F
RMB’000 RMB’000
ARBT T ARBT T
Wages and salaries TENES 66,381 56,907
Pension costs — defined contribution plans 3R K & Ak 24~ — 52 E (7Kt 2l
(Note a) (FfF3Ea) 4,474 1,289
Other staff welfares EE TEH 1,958 1,205
Total employee benefit expenses EERARZEE
(including directors’ remunerations) (BIEESHH) 72,813 59,401
Manpower service expenses (Note b) ANEBERRBEFAZ (FaEb) 6,674 3,683
79,487 63,084
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Employee benefit expenses and manpower

service expenses, including directors’
emoluments (Continued)

Notes:

(@)

152 &=

Pensions costs — defined contribution plans
The PRC

As stipulated under the relevant rules and regulations in the PRC,
the subsidiary operating in the PRC contributes to state-sponsored
retirement plans for its employees. For the years ended 31 December
2019 and 2018, depending on the provinces of the employees’
registered residences and their current region of work, the subsidiary
contributed certain percentages of the basic salaries of its employees
and had no further obligations for the actual payment of pensions or
postretirement benefits beyond the contributions. The state-sponsored
retirement plans are responsible for the entire pension obligations
payable to the retired employees.

Manpower service expenses

During the years ended 31 December 2019 and 2018, the Group
entered into certain manpower service arrangements with several
external manpower service organisations in the PRC. Under these
arrangements, certain of the Group’s manpower requirements were
fulfilled by these organisations at agreed service fees whereas the
human resources provided were directly employed by the relevant
service organisations. The individuals providing services to the Group
did not have any employment relationship with the Group.

Five highest paid individuals

The five individuals whose emoluments were the highest in the Group
include three directors for the years ended 31 December 2019 and
2018, whose emoluments are reflected in the analysis presented in
Note 33(a). The emoluments payable to the remaining two individuals
for the years ended 31 December 2019 and 2018 are as follows:

9 EERAHEZIRANERRE
R (BREEEMNE) @

st

(@

RRE AR —FE
& [
REPBEERRRAREARAE  RPBEEER
WA RIZAREE R A B2 A B )R RET &I1E
HUK -BE_F-NAFR-_F-N\F+_A
=t+—ALFE RFEENBLTFFBANK
HEM TR WEARAFHEEEER
HeaTEDLAMHNK Hlﬁiﬁ FEMER
ZERFIMERAR S SRARBIEHER X
i - ZEBFKE B RAGHE & & B AR IKE
BWEERASAME -

kAt 8l

AN ERRB X

BE_Z-NER_ZF-N\F+-_A=t—H
IEFE - $%l§ﬁi§k%¢l7l\*ﬂ)\7}§/ﬁﬁﬁi&
BRI ETANERRE R - REAER
B REREBRBERBERRE T ARESE
TAFHR - MARMEE A EIR 48RS
BREEREE ZEAARERMREHAL
W SRR E A (e E B R -

REHMAL
é!zi_? NER-F-NF+=-A=+—H
LFE AERRZERFMALRE=2E

= EEN@&H&REW%}%B( ) 2T H - &
“E-NAERFE-NF+_H=+—HL
FE ENATHAALTOMENT

2019 2018
—E-hEF —T-N\F
RMB’000 RMB’000
AR T AREFT
Wages and salaries ITERFS 1,139 1,301
Pension costs — defined contribution plans BRIRE KA — R E KRGS 33 32
1,172 1,333
The emoluments fell within the following bands: esBEWT :
Number of individuals
AH
2019 2018
—E-NF —T-N\F
Emolument band [
HK$500,001 — HK$1,000,000 500,001 7% 7T = 1,000,000 7 7T 2 2
2 2

During the years ended 31 December 2019 and 2018, no emoluments
were paid by the Group to any of the directors or the five highest paid
individuals as an inducement to join or upon joining the Group or as
compensation for loss of office.
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10 Finance costs, net 10 BE R AFEE
2019 2018
—B-hE —E-N\%E
RMB’000 RMB’000
AREFT T ARBET T
Finance income BmEWA
Interestincome on cashatbanks ~ |OAREHOFBLA 34 282
Finance costs BE KA
Interest expenses on RTHEENFERAS
- Bank and other borrowings —RIT R EAIEFK (1,108) (1,893)
— Leases (Note 20(b)) —HE (H7E20()) (493) (566)
.oy (2,459)
Finance costs, net B & AR AN R (1,237) (2,227)

11 i SHBEX
BE_Z—NEFrR_ZE—-—N\F+=A
Z+—BHIEFE  AEEEHHAK B
NAFRIMEREERER ST RMDE
i A ZEEBFAEBHE15% °

11 Income tax expense

During the years ended 31 December 2019 and 2018,
Shenzhen Confidence, the Group’s subsidiary in the PRC,
has qualified for high and new technology enterprises status
and is therefore subject to a preferential income tax rate of
15%.

During the years ended 31 December 2019 and 2018, no
provision for Hong Kong profits tax has been made in the
consolidated financial statements as the Group had no
assessable profit in Hong Kong.

HE-_ZT—NEk=ZTE—NFE+=A
T+ —HLEFE BARAEENERE
FERBLR T M BN ER A M ISIRKAME
LBEBFETRME -

During the years ended 31 December 2019 and 2018, no
provision for U.S. Federal or State Income Tax has been
made in the consolidated financial statements as the Group
had no assessable profit in U.S. Federal or State.

BE_Z—NEFrR_ZE-—N\F+=A
=+ —HALEFE BRASEI EEEH
Bk B IR =k M P ER A R ) - B A R AR
A B 7 3R 2% 1 32 B B S BT S M AT S
TR o
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11 Income tax expense (Continued) 11 BB @
2019 2018
—E-NEF —E-NF
RMB’000 RMB’000
AR®TF R ARET T
Current income tax BNEIFR 88
- PRC Corporate income tax (“CIT”) — BT 8,363 7,131
([TEEFEHL)
— Over-provision in prior year — BT FEREEE (21) =
8,342 7,131
Deferred income tax (Note 22) BT BB (M5E22) (657) (716)
Income tax expense SRR 7,685 6,415
2019 2018
—E-hEF ZT—N\F
RMB’000 RMB’000
AR¥TF R ARET T
Profit before income tax B P15 B4 AT & A 35,395 47,229
Tax calculated at tax rates applicable to & &1 & A )& F @ A 5
profits of the respective subsidiaries HETERTIE 5,277 7,059

Tax effect of: M2

Income not taxable REUTA (24) -

Expenses not deductible for tax purpose 7~ A %% f 2 4,084 425

Over-provision in prior year BT ERERE (21) -

Super deductions from research and T BB S anErHBR (M EE)

development expenditure (Note) (1,631) (1,069)

Income tax expense FriSfi Sz 7,685 6,415

The changes in the weighted average applicable tax rates MEFHERREHRESE T EZRH

were mainly due to the changes in the proportion of the REBAESHLRCEMSH EBRARERS

taxable profits under Hong Kong profits tax and CIT which TAERD) T8 T P& SR i ) B B 5 2 Fr B o

were subject to different applicable tax rates.

The increase in effective tax rate for the year ended 31 EBRRERBE_Z—LF+ A

December 2019 was mainly attributable to the listing =t BUHEFEFAFTERANEL

expenses incurred that were not deductible for tax purpose. B ETmRX AT TR -

Note: According to the relevant laws and regulations promulgated by the Mtz BB EERESEBDNABR AR NRER - #
State Administration of Taxation of the PRC, enterprises engaging EWEESN O EAE T FE R E
in research and development activities are entitled to claim 150% to ARG FTEE £ BB X B 150% E175% 1E &
175% of their research and development expenses incurred as tax A HIKRFE S o
deductible expenses when determining their assessable profits for that
year.
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12 Earnings per share 12 BRER
The basic earnings per share is calculated by dividing the EREARBFBRAARESTEE AEML
profit attributable to equity holders of the Company by BHABRABE_ZE—NFRER_ZT—N\F
the weighted average number of ordinary shares in issue TZA=tT-HLEFEMNEBRTERAR
during the years ended 31 December 2019 and 2018. The MEFTHHEAE -AEZENNEAR
weighted average number of ordinary shares used for such MEFEHHERMF2IMHER_FT— N
purpose has been retrospectively adjusted for the effects FARAZTHERLBTEBE RGN %
of the issue of shares in connection with the capitalisation THREELBHAE -
issue which took place on 20 September 2019 as set out in
Note 21.
2019 2018
—E-hEF ZT—N\F
Profit for the year attributable to equity RARERFEAEGEFEA
holders of the Company (RMB’000) wmAl (ARBFIT) 27,710 40,814
Weighted average number of ordinary B BT R INE T8
shares in issue (thousands of shares) (F ) 198,868 174,370
Basic and diluted earnings per share REAREERT
(RMB cents) (ANRES) 13.93 23.41
There were no differences between the basic and diluted HREBZE-TE—NFR_ZT-NFT+=
earnings per share as there were no potential dilutive A=1T—RBI-FEWEETEE TR -
ordinary shares outstanding during the years ended 31 WERERREERFWHEER o

December 2019 and 2018.
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13 Property, plant and equipment 13 % - BEKRE
Right-of-use Fumiture Office Plant and Motor ~ Leasehold
assets  andfitures  equipment  machinery vehicles  improvements Total

ERERE GHRKE  BORRE  HRRERE nE ERNREE it
RVBOOO  RWBOOO  RVBOOO  RMBODO  RWBOO  RMBOM  RWBOD
ARRTT  ABRTR  ARETR  ARRTR  ARMTR  ARBTR  ARRR

At1 January 2018 W-2-N5-F-A

Cost s 18,792 50 1,041 129,962 1714 1816 153,855
Accumulated depreciation 2 (2,99) (68) (251) (67872) @13 (303) (61,865)
Net book amount GHFE 16,794 162 9 72,090 1341 1513 91,990

Year ended 31 December 2018~ HZ=F-NE+ZA

St-BLEE

Opening net book amount BEEFE 16,794 462 790 72,000 1,341 1513 91,990
Addtons e - 25 179 2780 = 732 30,96
Depreciation e (3392) (154 287) (12619) 337) (525) (17,319
Disposals =3 - - - (2,749) - - (2,749)
Closing net book amount HRERFE 12402 543 682 86,507 1,004 1720 102,858
At 31 December 2018 W-E-NFtZf=1-A

Cost WA 18,792 765 1220 136,204 1714 2548 161,243
Accumulated depreciafion 2ithE (6,390) 22 (539) (49.697) 10) (829) (58,389)
Net book amount REE 12402 543 682 86,507 1,004 1720 102,858

Year ended 31 December 2019 BE=F-AETZP

Zt-ALEE

Opening net book amount SNEREE 12,402 543 682 86,507 1,004 1,720 102,858
Additions e 1,515 20 1,555 34,626 - - 37,956
Depreciation il (3,610) (1) (493) (14,727) (339) (559) (19,944)
Disposals = - - - (608) - - (608)
Transfer (Note) g2 () (2510) - - 2510 - - -
Closing net book amount BRERFE 7,97 586 1,744 108,308 666 1,161 120,262
At 31 December 2019 RZB-AFTZA=T-H

Cost R 16,637 1,05 2,775 173,566 1,714 2,548 198,265
Accumulated depreciafion ZifHE (8,840) (439) (1,031) (65,259) (1,048) (1,387) (78,009
Net book amount FHFE 7797 586 1,744 108,308 666 1,161 120,262
Note: The Group has exercised the purchase options and transferred certain Miat  AEERAHAERSTEEEEEEMEST

assets from right-of-use assets to plant and machinery at the end of BERGTHREEEBRERE RS -

the lease terms.
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13 Property, plant and equipment (Continued)

During the years ended 31 December 2019 and 2018,
depreciation expenses of approximately RMB3,812,000
and RMB3,473,000 have been charged in administrative
expenses; approximately RMB108,000 and RMB206,000
have been charged in selling and distribution expenses and
approximately RMB16,024,000 and RMB13,634,000 have
been charged in cost of sales.

14 Investment in an associate

13 W% - BERKE @
HE-_E—hFE=_ZE—N\F+=A
Z+—HLFE WERAIXHARE
3,812,000 7T & A R# 3,473,000 L E 5F A
TS - © AR 108,000 7T & A R #
206,000 TEFTAHE D HEMAST - k4
AR # 16,024,000 7T & A R #5 13,634,000
TLEEFABEERA ©

14 R—REBEQRZ2RE

2019 2018
—2-nE  —BNF
RMB’000 RMB’000
ARMF T ARET T
Unlisted entity (Note a) RETEEE (Fizta) - =
Notes: Bt 5
(@)  Particulars of the associate as at 31 December 2019 and 2018 are as @ BEARNR-Z-AEFR-_Z—N\F+=A

follows:
Name Place of incorporation
=L =t 1t B

Renxiao Technology (Shenzhen) The PRC

Company Limited* (“Renxiac”)

BRI ORI BRAF ([ABED HE

Renxiao is a private company and there is no quoted market price
available for its shares.

During the year ended 31 December 2016, the Group acquired 8%
equity interest in Renxiao at a consideration of RMB1,000,000.

Management has assessed the level of influence that the Group
exercises on Renxiao during the years ended 31 December 2019 and
2018, and determined that it has significant influence thereon through
a board representation and other arrangements made. Consequently,
this investment has been classified as an investment in an associate.

Management assessed that the investment costs of Renxiao would
not be recoverable and recognised full impairment for the balance.

*

For identification purposes only

=t HZFBMT

% of ownership interest Principal activity

BAEERLY TEXH

8% Production, research and development
and sales of intelligent hardware and
cloud platform products

8% HE HHERHEEREGREFS
Efm

ABEBIUART  EROEETHRE -

BHE-_Z—XE+_-_A=+—RHLEE A&
Bz E AR 1,000,000 7T 4888 A 8% AHE o
HE_Z-NWFER-_T—-N\F+=-A=+—H
IEFE EEEEFHASEY ARTENR
ZRE TRE BRAEESRERRKEL
HiZHMEHAREARE - At - ZI_E
ENEAR —MHBEQRZKRE -

EE AN ABNRERANSEEKE - I
RABREERE ©

Confidence Intelligence Holdings Limited  Annual Report 2019 1 57



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

14 Investment in an associate (Continued) 14 R—BEBERATRZRE @

Notes: (Continued) BisE - (48)

()  Set out below is the summarised financial information of Renxiao ) TXHIABRFEFRAEREARZBENBLKE
extracted from its financial statements for the years ended 31 BHOOESEEEBEE T - NFER-2Z—\F
December 2019 and 2018 which are accounted for using the equity +-A=+—BHLEEZHBERR) :
method:

2019 2018
S B S
RMB’000 RMB’000
ARBET T ARETT
Summarised income statements BERBHRK
Administrative expenses THAX 4) (39)

Loss and total comprehensive

loss for the year FREEREHEEIEERE 4 (39)
2019 2018
—E-hF —E-N\F
RMB’000 RMB’000
AR®TR ARETT

Summarised balance sheets RELEEER
Current assets MENEE 479 482
Non-current assets FRBEE - 1
Shareholder’s equity e T 479 483
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15 Financial instruments by category 15 ZERE 2SR IA
2019 2018
—E-NF —ZT—N\F
RMB’000 RMB’000
ARBET T ARBEFT
Financial assets EREE
Financial assets at amortised cost BEBERAEACHEE
Trade and bills receivables (Note 19) H 5 W EIE RN E R
(MF5E19) 26,610 27,214
Deposits and other receivables (Note 16) 1% 4 & E i g U 7118
(PtzE16) 2,478 1,958
Cash and cash equivalents (Note 18) ReRBESFEY (HrE18) 139,172 14,979
168,260 44,151
2019 2018
—E-NEF —E-N\F
RMB’000 RMB’000
AR¥T T AREF T
Financial liabilities EA =R
Financial liabilities at amortised cost HEBEE A M EE
Trade payables (Note 23) Z 5 et 538 (M1sE23) 16,192 10,130
Other payables and accruals (Note 24) Hih s IE R ERE A
(Mt5E24) 11,538 5,428
Bank and other borrowings (Note 25) $R1T M E Ab R (B 3E25) 8,204 18,801
Lease liabilities (Note 20) HE & & (fifsE20) 8,631 10,163

44,565 44,522
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16 Prepayments, deposits and other 16 ERRE - ZE R HEMEKRR
receivables b1 |
2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
AR® T ARET T
Current portion BIERER &
Prepayments to suppliers TET L FE P FRIR 2,010 11,261
Rental and other deposits (Note a) e kEaiEe (Hita) 1,718 48
Other receivables (Note a) H e WA (s a) 5 =
3,733 11,309
Non-current portion JEENER I 5
Prepayments of acquisition of property, BEWME  BELEEZ
plant and equipment TEfTRIE 413 904
Rental deposits HEZS 755 1,910
1,168 2,814
The carrying amounts of the Group’s prepayments, deposits AEEBMNRE  He REMEKRE
and other receivables were denominated in the following RBREENA Y EEEE -
currencies:
2019 2018
—®2-hE B )\F
RMB’000 RMB’000
ARET T ARBFT
RMB AR 4,646 14,123
HK$ BT 255 -
4,901 14,123
Note: et -
(@  Asat 31 December 2019 and 2018, the carrying amounts of deposits @ RZE-—hhEFrR=FT—N\Ft+=ZA=+—8"
and other receivables approximated their fair values. These balances e kEMmENFIENETDERLATERS -
were unsecured and interest free. REERABEERRRRES ©
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17

18

Inventories 17 &8
2019 2018
—E—-hEF —E-N\F
RMB’000 RMB’000
AR®BTT ARET T
Raw materials AR 24,239 30,553

The cost of inventories recognised as expense and included
in “cost of sales” during the years ended 31 December 2019
and 2018 amounted to approximately RMB76,554,000
and RMB70,906,000 respectively, which included
provision for inventories amounted to approximately
RMB1,811,000 during the year ended 31 December 2019
and approximately RMB1,000,000 during the year ended
31 December 2018.

BHE_Z—NE&Erk_ZE—NF+=A
Z+—BLEEE 2BEIFNNEARE
76,554,000 7T & A B ¥ 70,906,000 7T #9
BERAERAASZ T ATHEKAS]
EBEHE T —hhF+=-_A=+—8H
HEEHARE181100TREE-T
—N\F+_A=Z+—HLEFEHARKE
1,000,000 7T 2 7 &84 -

Cash and cash equivalents 18 HEeRFASEEY
2019 2018
—E-hF —EF-NF
RMB’000 RMB’000
AR®T T ARBTFT
Cash at banks RITIRE 139,154 14,952
Cash on hand FHERE 18 27
Cash and cash equivalents HeERREEEY 139,172 14,979
Maximum exposure to credit risk =z EREE 139,154 14,952

The carrying amounts of the Group’s cash and cash
equivalents were denominated in the following currencies:

AEERERBASEEYOREENAT
SIS R EHE ¢

2019 2018
—E-NE —T—N\F

RMB’000 RMB’000

ARET R ARET T

RMB AR 60,595 9,904
UsD ETT 3,110 3,746
HK$ BT 75,467 1,329
139,172 14,979
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18

19

Cash and cash equivalents (Continued)

Cash at banks earned interest at floating rates based on
daily bank deposits rate. As at 31 December 2019 and
2018, the carrying amounts of cash and cash equivalents
approximated their fair values.

As at 31 December 2019 and 2018, cash and cash
equivalents of the Group amounting to approximately
RMB72,395,000 and RMB11,991,000, respectively, were
deposited with the banks in the PRC where the remittance
of funds out of the PRC is subject to the rules and
regulations of foreign exchange control promulgated by the
Government of the PRC.

Contract assets, trade and bills receivables

18 RERBEEEY @

RTREBBEFARTERMKRZZR
MEME - RZB-NAEFR-_F-N\F
T-A=t—R BHekBASFEYLR
MEREEEE A FERSE -

RZE-NER-_ZT—-NF+=A
=t+—H AEENReEREEEY
DRI B AR T72,395,0007T M A R
11,991,000 7T * FF AR B3R ARERTT - M
15 & < IE A B2 A B BT 28 B HNEE
EEMRANKRERRE -

19 SREE  BEZEWRERE

WEE
2019 2018
—E-NEF —E-)N\F
RMB’000 RMB’000
ARETx ARET T
Contractassets &FR&= 38545 81,671
Trade receivables Z 5 FE W RIE 27,605 26,034
Bills receivables e EIE - 1,180
Less: provision for impairment of trade o B S EWEIR
receivables B (995) -
Trade and bills receivables, net B S EWGIE K
. BERREFR 26610  : 27,214
65,155 58,885

Contract assets represent the Group’s rights to
consideration for work completed but unbilled for its
services. The contract assets are transferred to trade
receivables when the rights become unconditional which
generally takes one to three months. The balances of
contract assets as at 31 December 2019 represented the
amount of services that were completed but unbilled before
the year-end.
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19 Contract assets, trade and bills receivables 19 SE&EE - BEZEWFERE
(Continued) WEE )
As at 31 December 2019 and 2018, the carrying amounts RZE-—NFEZZFE-—NF+ A

of contract assets, trade and bills receivables approximated
their fair values.

The Group’s sales were generally on credit terms primarily
from 30 to 90 days.

As at 31 December 2019 and 2018, the aging analysis of
trade and bills receivables, net of impairment, based on
invoice date, was as follows:

=+t—RB AREE BHEAFER
FEUZENRAERE N FERES -

AEBHENEER - REIENF30E
90H -

RZE—NER-_ZFE—N\F+=A
=t R EZERFEREREE (B
HBRRE) ZEZEHNERES T ¢

2019 2018

— —TN\F

RMB’000 RMB’000

AREFT ARETF T

1 to 3 months 1=31@AH 25,679 25,415
Over 3 months Bid3{E A 931 1,799
26,610 27,214
As at 31 December 2019 and 2018, trade receivables of N ZE—-—HhhEE_ZE—-—NE+ A

approximately RMB13,863,000 and RMB6,958,000, were
past due respectively.

During the year ended 31 December 2019, trade
receivables amounting to approximately RMB995,000 were
fully impaired in respect of certain debtors who were in
delinquency of payments.

=t+—H 25# AK¥%13,863,0007T
R AR ¥6,958,000 THE 5 EKFHIED

@i_? NF+-A=T—HLLFE -
ETHRRNRZEBANE S RKFHKIA
ERBRE SO/ AREE995,0007T -
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19 SREE  EZEWRERE

19 Contract assets, trade and bills receivables

(Continued)

Movements of the provision on individual basis were as
follows:

WEE &)

RAER B R BEE ST

2019 2018

—E-NEF —E-N\F

RMB’000 RMB’000

AR¥TF R ARETF T

At beginning of the year F9) - =
Provision for impairment of trade receivable 1% ([ Bl Z= T2 H E 5 B UL

on individual basis SRIER B B E 995 =

At end of the year FR 995 =

The carrying amounts of the Group’s contract assets, trade
and bills receivables were denominated in the following
currencies:

AEBAREE B 5 RUWHIENEW
SENEEEATIEEE

2019 2018
—B-NF —E-N\F
RMB’000 RMB’000
AR®T R ARBTTT
RVMB AR 64,893 58,885
usD e 262 -
65,155 58,885
The maximum exposure to credit risk as at 31 December RZE-—NFERZZFTE-—NF+=A
2019 and 2018 was the carrying value of the receivables —t+t—HHEEEERR A EXATE

and contract assets mentioned above. The Group did not
hold any collateral as security.

WHEREREEMNKREE  ASEL
ERBEMERRIERER -
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20 Leases 20 HE
(a) Amounts recognised in the consolidated (a) R EEEBRERNE
balance sheet £
The consolidated balance sheet shows the following BEEAEBERNEHEENSSE
amounts relating to leases: U
2019 2018
—E-NEF —E-N\F
RMB’000 RMB’000
ARET ARBETF T
Right-of-use assets* ERAREE"
Properties 7,006 9,433
Plant and machinery R 55 K 23 791 2,969
7,797 12,402
2 The balances were included in Note 13 “Property, plant and o HERHRDETAME1S[ME - BE REHE]
equipment”. A e
2019 2018
—E—-hF —E-N\HF
RMB’000 RMB’000
ARET ARBEF T
Lease liabilities
Non-current portion 4,783 7,280
Current portion 3,848 2,883
8,631 10,163
Additions to the right-of-use assets amounted to HE-_ZE—NEFErE-_ZE—N\F+=
approximately RMB1,515,000 and Nil during the years B=1t—BLEE FTHEEEZER
ended 31 December 2019 and 2018 respectively. BELEN LB AREA,5150007T
As at 31 December 2019 and 2018, the carrying RZE—NFER_ZE—NF+HA
amounts of the Group’s lease liabilities were =+t—H A5EHEaGEZER
denominated in RMB. BEUARBE -
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20 Leases (Continued) 20 A& @)
(b) Amounts recognised in the consolidated (b) REFEMEREANESEE
income statement
The consolidated income statement shows the REWERAEEHEN BT

following amounts relating to leases:

2019 2018
—g-nE  —FNF
RMB’000 RMB’000

AR®T T ARETT

Depreciation charge of right-of use FHESEREEH

assets
Properties L ES 3,208 3,117
Plant and machinery R 55 K 23 402 275
3,610 3,392
Finance costs on leases (Note 10) FHERBE KA (H5E10) 493 566
(c) Amounts recognised in the consolidated (c) RZERERERETRANE
statement of cash flows
During the years ended 31 December 2019 and 2018, @E_ T —NER—ZT—NE+—
the total cash outflows for leases were analysed as A=+—BItEE BE2EL
below: HAEBOFTAT
2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000

AR T ARETT

Cash flows from operating activities R B & FEH 2 HEFE
Payments for short-term leases in XATHIER 2 S -

respect of:
— machineries* (Note 6) — 128~ (Hf5E6) 22,662 19,180
— offices, warehouses, production —WRE BE-EETIH
plant and staff quarters* (Note 6) IREBTIES(H:E6) 806 400

Cash flows from financing activities RKEBMEZEH 2 RHERE
Payment of interest element of lease X NHEEBEZFIE o

liabilities (Note 10) (FF3E10) 493 566
Payment of principal element of lease S NHEEBEZ AL LD
liabilities 3,047 3,294
27,008 23,440
Payments for short-term leases were not shown separately, but * MEHHENITEEBE2Y  HEAS
included in the line of “profit before income tax” in respect of the BAst AKE28@ T2 BREEEL
net cash generated from operations which were presented in B RN BRATERATER ] —H -

Note 28(a) using the indirect method.
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21 Share capital and share premium

21 BRARKGHE

Number
of shares Nominal value
R E H{E
HK$
BIT
Share capital &N
Authorised: JERE ¢
At 7 December 2018 RZZE—-NF+=AtHA
(date of incorporation) and (FEMAZ B H#) &
31 December 2018 and “E-NF+ZA=F+—8K
1 January 2019 —FE-NF—H—H 39,000,000 390,000
Increase in authorised shares (Note a) & h15% 7 B fn (M sEa) 99,961,000,000 999,610,000

Ordinary shares of HK$0.01 each

RZFB-NFt+=-A=+—H

as at 31 December 2019 SHEEOI B ITHME®IX  100,000,000,000 1,000,000,000
Number Nominal Share
of shares value premium
BROEE H{E B3R E
HK$ HKS
BT BIT
Issued and fully paid: ERITRHBE:
At 7 December 2018 RZE—-NF+=AtH
(date of incorporation) (FEfR A B 89)
(Note 1.2 (a)) (MF5E1.2(a)) 10,000 100 =
At 31 December 2018 and R-ZZE-N\F+AH
1 January 2019 =+t—-HBHER-ZT—hF
—H—H 10,000 100 -
Issue of ordinary shares on RZZE—NF=_A+WmA
14 February 2019 (Note 1.2(h)) FATERAR (M52 1.2(h)) 753 8 -
Capitalisation issue (Note b) & 7R {347 (FisEDb) 187,489,247 1,874,892 (1,874,892)
Issuances of Shares upon the R EMBBETRS
Listing (Note ¢ (MF5Ec) 62,500,000 625,000 124,375,000
Share issuance costs (Note c) B& 0 BEFTRR AN (BT c) - - (12,859,946)
At 31 December 2019 R-ZZB-NAFE+ZA
=E—E 250,000,000 2,500,000 109,640,162
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21 Share capital and share premium

(Con

Notes:

(@)

168 &=

tinued)

On 20 September 2019, the authorised share capital of the Company
was increased to HK$1,000,000,000 comprising 100,000,000,000
shares of HK$0.01 each.

Pursuant to the written resolutions passed by the shareholders on
20 September 2019, conditional upon the share premium account
of the Company being credited as a result of the issuance of shares
by the Company for listing, 187,489,247 shares were allotted and
issued to the shareholders of the Company whose names appear on
the register of members of the Company as at 20 September 2019 in
proportion to their then existing shareholdings in the Company through
the capitalisation of HK$1,874,892 (approximately RMB1,687,000)
standing to the credit of the share premium account of the Company.

On 18 October 2019, pursuant to the initial public offering of the
Company’s shares, the Company issued a total of 62,500,000
shares at a price of HK$2.00 per share for a total proceeds (before
related fees and expenses) of HK$125,000,000 (approximately
RMB112,501,000). Total share issuance costs amounting to
HK$12,859,946 (approximately RMB11,575,000) were accounted for
as a deduction from share premium.

BEAERAR AR F3R 2019

21 BAR KRG EE @

BYAE

(@)

RZZE-AFNAZ=+H KREVEEREE
%1,000,000,0007% 7T * H 100,000,000,000 A%
FAE(E0.01 78 TV AR A

BREBRER-_FT-—NLFLA=-THBBENE
ARER FARARDEEEREAALARRAB
ETmMBITROBMERE  ZHKAAQA
B D i ERMMEIREE 1,874,802 L (WAR
#1,687,00070) BFEER - AR =T —NFh
AZ+RABIADABRREMARE - &
LERRARBRIR G RAELL B8 KRBT
187,489,247 BER% 17 ©

R-ZB-AE+A+NE  REARABRGH
RAFRBE  RNARIRER2.008 THERLE
2 1762,500,000 A% A% 17 LA & BR BT 15 28 42
8 125,000,000 7% 7T (#9 A R ¥ 112,501,000 7T.)
(BB EERRAAN - BRMHBEITHRN
12,859,946 /& 7T (K9 A R# 11,575,000 7T) A Bk
P AR EE R IE »
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22 Deferred income tax

22 JEFEFTEH

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred taxes assets

and liabilities relate to the same tax authority.

The analysis of deferred tax assets/(liabilities) is as follows:

BERERBREENBBER A AIRRHIH
TN MRS ELR BN IAA
BEEREHE AEEHBEEERAGEH
[R] — 75 75 6 B A Mk s 75 P B AR B o

EERBEE,/ (AFE)WATMT :

2019 2018
—E—-hEF —E-N\F
RMB’000 RMB’000
AR®BT T ARET T
Deferred tax assets to be recovered after  #&RERE 12 18 A 1 U [21 #Y
more than 12 months RIEFHIEEE 1,577 156
Deferred tax assets to be recovered within - #5712 1& A A9 U [2] 7 3k i
12 months HIBEE 1,257 1,376
. 2834 1,532
Deferred tax liabilities to be recovered BB 1218 A 12 Uk B HY
after more than 12 months FEFRBAE (161) (34)
Deferred tax liabilities to be recovered # R 121E A A UL [ HY 3 SE
within 12 months MIEAE (1,948) (1,430)
2109 (1,464)
Deferred income tax assets, net FIEFTERE EFE 725 68

The gross movement on the deferred tax assets/(liabilities)

EEFRIREE (BE) WBEESHNT

is as follows:

2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
ARETx ARET T
At the beginning of year F4] 68 (6498)

Credited to the consolidated income RiFE W RETA
statement (Note 11) (BFEE11) 657 716
At the end of year FR 725 68
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22 Deferred income tax (Continued)

The movement in deferred tax (liabilities)/assets during the
years ended 31 December 2019 and 2018, without taking
into consideration the offsetting of balances within the same
tax jurisdiction, is as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

22 RIEFTEH @)

Rights-of-use

assets

Contracts and lease

Deferred tax assets/(liabilities) assets liabilities
RAREER

ELHEEE/ (BF) AREE HEER

RMBOOD  RMBI00D
ARRBTL  ARETR

BERE (AR BERBEEZZ—N
ER_E-NE+_A=+—HILEE
) CREF R HEERRE AR
1R UNNE

Decelerated/
(accelerated)
tax  Government
depreciation grants Others Total
WE/ ()
RERE B At @zt

RMBOOO ~ RMBOOD  RMBO0D  RMBIOOD
ARBTL  ARMTRL  ARBTT  ARETR

At 1 January 2018 RZE-\§-A—-H (768) (176) 55 - 241 (648)
(Charged)/credited to the REARER (k) /
consolidated income statement T A (358) 06 (283) 74 317 716
At 31 December 2018 RZB-NETZA
=+-H (1,126) (110) (228) 974 558 68
(Charged)/credited to the REa KRR (k) /
consolidated income HEN
statement (683) 28 10 1,039 263 657
At 31 December 2019 RZE-NETZA
Er=F (1,809) (82) (218) 2,013 821 725

The Group had undistributed earnings of approximately
RMB73,693,000 as at 31 December 2019 (2018:
RMB27,582,000), which, if paid out as dividends, would be
subject to tax in the hands of the recipient. An assessable
temporary difference exists, but no deferred tax liability has
been recognised as the parent entity is able to control the
timing of distributions of dividends from the PRC subsidiary
and is not expected to distribute these profits in the
foreseeable future.
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23 Trade payables

As at 31 December 2019 and 2018, the aging analysis of
trade payables, based on invoice date, was as follows:

23 EZENARE

R-E-NEFRER_ZT-N\F+_-A
=t+—B BESRNFEZREZAHN

BREC DT T ¢
2019 2018
—E-NEF —E-N\F
RMB’000 RMB’000
ARET T ARBEF T
Within 1 month 1@ AR 13,446 8,318
1 to 2 months 1ZE2M@A 1,366 1,552
2 to 3 months 2Z231@A 669 257
Over 3 months 31&E AN+ 711 3
16,192 10,130

The carrying amounts of the Group’s trade payables were

AEEEZERNRANREEATIE

denominated in the following currencies: BEETE -
2019 2018
—B-NF —E-N\F
RMB’000 RMB’000
AR® T AREET T
RVMB AR 14,851 10,130
ushD e 1,341 -
16,192 10,130

As at 31 December 2019 and 2018, the carrying amounts
of trade payables approximated their fair values.

RZE-—NEFR_ZFE-—NF+ A
—t+—H BES5RNREBEERAEEERN

FEMEE -
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24 Contract liabilities, other payables and 24 EREE - HtEARERE
accruals T EH
2019 2018
—E-AEF —ZT—N\F
RMB’000 RMB’000
AR%T AREET T
Payable for operating expenses B A 5 2 B B A FE N RRIE 3,892 3,215
Payable for acquisition of property, BRAWEDE  BE &
plant and equipment B T FOR 54 124
Other tax payables H SRR 6,007 6,970
Other payables e IR 811 118
Accruals [EETEM 14,397 8,379
Contract liabilities (Note 5(b)) AR A& (FEE50) 462 6,539
25,623 25,345
As at 31 December 2019 and 2018, the carrying amounts RZE-—NEFR_ZFE-—NF+ A
of other payables, accruals and contract liabilities =+—H HEHMEMRE EFEAK
approximated their fair values. ERABENREEEREATERS
The carrying amounts of the Group’s contract liabilities, AEBERERE HiaENMNRIEREST
other payables and accruals were denominated in the BERMERmEA NI EEEE :
following currencies:
2019 2018
—E-NF —E-N\F
RMB’000 RMB’000
ARMT T ARET T
RVMB AR 23,292 25,232
usD e 147 113
HK$ & TT 2,184 -
25,623 25,345
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25 Bank and other borrowings 25 RITRHAMER

2019 2018
—E-hE —T-)N\F
RMB’000 RMB’000
AR®BTT AR¥ET T
Non-current portion FEENER IR
Bank borrowings — secured IRTTE T — B 1,600 5,073
Other borrowings — secured HinfE s — B A - 3,131
e e 1600 8,204
Current portion B 83 &8
Bank borrowings — secured IRTTE TR — A H 3,473 6,434
Other borrowings — secured E At {8 5k — A 1 3,131 4,163
e e 6604 10,597
Total bank and other borrowings IRIT R H S R4REE 8,204 18,801

As at 31 December 2019 and 2018, the weighted average
interest rate per annum of the Group’s bank and other
borrowings was 11.45% and 9.19% respectively.

As at 31 December 2019 and 2018, the carrying amounts
of the bank and other borrowings approximated their fair
values.

As at 31 December 2019, the above bank and other
borrowings were secured by property, plant and equipment
with carrying amounts of RMB21,837,000 and a corporate
guarantee provided by the Company.

As at 31 December 2018, the above bank and other
borrowings were secured by property, plant and equipment
with carrying amounts of RMB25,027,000 and personal
guarantee from Mr. Li, Mr. Yuan, and Xu Shizhen (“Mr. Xu”).

The personal guarantee provided by Mr. Li, Mr. Yuan and
Mr. Zhang has been replaced by corporate guarantee
provided by the Company upon Listing during the year
ended 31 December 2019.

RZE—NEER_ZFE—N\F+ A
=+t—8B AEERTEREMERHM
BFHERED B A11.45% % 9.19% °

RZE—NEFEER_ZFE—N\F+=A
=t+—H SO REMERNERESR
HERAFERBE -

RZE—hhF+=—A=+—H Lt
BT RHEMERUNEREAS ARK
21,837,000 LW % ~ B K&+ & H
AN RIRMEEA A A ER (B IF -

R—ZZE—NE+=-BA=+—H " Lt
BITREMERAEEREASARE
25,027,0007C 2 % - E k&G - R
THRAE - REERSFHEERE (FEE]D R
HE R E A B RVEHEIR o

HE-F-AF+-A=+—ALFE-
F 5 R AERRE ARG AAR
RER E Mk AR T RENH R TER
B -
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25 Bank and other borrowings (Continued) 25 R 17 & H e @
As at 31 December 2019 and 2018, the Group’s bank and RZE-—NERZFE-NFE+=A
other borrowings were repayable according to repayment =+—H AKEMERITEREMERE
schedule as follows: BES E‘I‘%JEALATHT FREE :

2019 2018

—SE—hE —E— N\

RMB’000 RMB’000

AR¥TF R ARETF T

Within 1 year or on demand —FRFIREK 6,604 10,597

Between 1 and 2 years —EWE 1,600 6,604

Between 2 and 5 years MZERF - 1,600

8,204 18,801

The carrying amounts of the Group’s bank and other
borrowings were denominated in RMB.

26 Deferred government grants

e LEGYETIE CLN-T-CUN
RAHMA -

26 JEIER AT A BY

2019 2018

—E-NEF —E-N\F

RMB’000 RMB’000

ARET R ARET T

At 1 January w—A—H 6,496 =

Received during the year FAE UER 9,416 7,150
Released to the consolidated income BALZE KRR

statement (2,488) (654)

At end of year FR 13,424 6,496

Non-current portion JEBNHAER 10,519 5,456

Current portion BIERER 2 2,905 1,040

13,424 6,496

During the years ended 31 December 2019 and 2018,
government grants have been received for the purchase
of certain equipment. There are no unfulfiled conditions or
contingencies attached to these grants.

27 Dividend

Dividends during the years ended 31 December 2019
and 2018 represented dividends declared and paid by the
companies now comprising the Group to the then equity
holders of the companies, after elimination of intra-group
dividends. No dividends had been paid by the Company
during the years ended 31 December 2019 and 2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

28 Notes to the consolidated statementof 28 Z&8HEHTRE XM

cash flows
(a) Cash generated from operations () REEEXENMRE
2019 2018
—E-hF —F-N\F
RMB’000 RMB’000
AR¥T T ARBFT
Profit before income tax B T 48 Bt A& F 35,395 47,229
Adjustments for: AT EIBIEH A
Finance income BB WA (364) (232)
Finance cost A& F X 1,601 2,459
Depreciation e 19,944 17,313
Provision for inventories FEEE 1,811 1,000
Provision for trade receivables Z 5 W R IE R 995 =
Loss on disposal of property, plant HEME - BEREED
and equipment [E518 608 49
Government grants X 48 B (2,488) (654)
57,502 67,164
Changes in working capital: BEECE:
— Contract assets, trade and bills —&REE - BHEYK
receivables PN (7,262) (19,996)
— Prepayments, deposits and other ~ —FBfFIE « &4 N HAM
receivables JfE U Fk 18 8,736 (1,777)
— Inventories —FE 4,503 (24,645)
— Trade payables — B S ET5RE 6,062 756
— Contract liabilities, other payables —A& R A& - E bR
and accruals FIB N EETE A 163 3,300
Net cash generated from operations 4% E £ KB & 558 69,704 24,802
(b) In the consolidated statement of cash flows, proceeds (b) REEABREREXRT HEWE
from disposal of property, plant and equipment R N R 2 P S A B FE
comprised:
2019 2018
—E-NF —T—)\F
RMB’000 RMB’000
AR¥ET T ARBFT
Net book amount disposed HEMNERmEE 608 2,745
Loss on disposal of property, HEYWE BEREKEZ
plant and equipment &8 (608) (49)
Proceeds from disposal of property, HEWE - BE RKEZ
plant and equipment FT{S5k38 - 2,696
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

28 Notes to the consolidated statement of
cash flows (Continued)

28 ERERERMT @

(c) MBEHELNEBEHENT :

(c) The reconciliations of liabilities arising from financing
activities were as follows:

Bank and
other Lease
borrowings liabilities Total
RITR
HitfER HEEaE st
RMB’000 RMB’000 RMB’000
ARBTT ARBTT ARETTT
As at 1 January 2018 R—ZE—NF—H—H 23,324 13,457 36,781
Cash flows BeRE
— Proceeds from bank and other ~ —R17 KR HAth (& 5K Fi 15
borrowings A 20,405 - 20,405
— Repayments of bank and other ~ — & 817 & E i f& 3%
borrowings (24,928) - (24,928)
— Payment of principal element —YHHEaENEAE
of lease liabilities i) - (3,294) (3,294)
— Interest paid —BEfFE (1,893) (566) (2,459)
Other non-cash movement H IR &
— Interest expenses —FBHZ 1,893 566 2,459
As at 31 December 2018 RZE—N\F+=A
=+—H 18,801 10,163 28,964
As at 1 January 2019 RZE—-hF—H—H 18,801 10,163 28,964
Cash flows Rene
— Repayments of bank and —(EBRITREAMMERK
other borrowings (10,597) - (10,597)
— Payment of principal element —YRHHEaENEAS
of lease liabilities 7o - (3,047) (3,047)
— Interest paid —BERFE (1,108) (493) (1,601)
Other non-cash movements HMIEHR &
— Addition of lease liabilities —HEaEEN - 1,515 1,515
— Interest expenses —FBRAX 1,108 493 1,601
As at 31 December 2019 RZZE—NF+=A
=+—H 8,204 8,631 16,835
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29 Commitments 29 EiE
Capital commitments BAREE
Capital expenditure contracted for at the end of the year but REREFTHNEREENERHAZAT :

not yet incurred is as follows:

2019 2018
—B-NF —E-N\F
RMB’000 RMB’000
ARMT AREET T
Contracted but not provided for: BEET4E & R B
Property, plant and equipment Wz - BEREE 2,215 1,109
30 Assets pledged as securities 30 BEFIERBIFRNEE
The carrying amounts of assets pledged as securities for BIERIT R A E R B R ERIER
current bank and other borrowings are: mEENREENT :
2019 2018
—E-nE  —E-N\F
RMB’000 RMB’000
AR¥T T AR®TT
Non-current portion FERENB D
Charge at floating rate T2 IF BT FE YK
Property, plant and equipment (Note 25)  #2 ~ &= & & 5 (M 5E25) 21,837 25,027
Total non-current assets pledged as BHEEIEAIRIT R E AL E K
__Securities for bank and other borrowings  ERmEIERBAERE 0887 | 25,027
Total assets pledged as securities EEFEERmEERRE 21,837 25,027
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31 Subsidiaries

The Group’s principal subsidiaries at 31 December 2019
are set out below. Unless otherwise stated, they have share
capital consisting solely of ordinary shares that are held
directly by the Group, and the proportion of ownership
interests held equals the voting rights held by the Group.
The countries of incorporation or registration are also their

principal place of business.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

31 KE AT

AEER-_F-AF+-_A=1+—HHK
TEMBARTFINNT - R EIEHAIN -
ZERANR N EAAEEERFEN
ERBAK BEFBAENRERERS
AAKEBENRERE - EMAKLHE
MAEBRK ISR EARNERE XM

Effective interest held by

the Group
AEERENERER
Place and date of  Principal activities Issued and
incorporation/ and place of paid up capital/
Name of subsidiary registration operation registered capital 2019 2018
TMRL FEEPR ERTREE
WEARERE aMtERAS L BA/EMEKR “E-hE —E-)\F
Direct Interests:
BRI
New Trive Limited BVI; Investment holding 1 United States 100% N/A
2 January 2019 in BVI dollar (“USD”)
New Trive Limited AERAES REBRELES 1% 100% @A
—E-NE REREER (I%7))
—AZH
Indlirect Interests:
R -
New Trive (HK) Limited Hong Kong; Investment holding 10,000 Hong Kong 100% N/A
7 January 2019 in Hong Kong dollar (‘HKS”)
s (BE)BRAR BE: REBRERE 10,0007 7 100% TEH
—E-NE el (Tl
—AtH
Xinzhi (Shenzhen) Electronic The PRG; Investment holding RMB100,000 100% N/A
Co., Ltd.* 8 March 2019 in the PRC
EERINEFERAR FE RABERERE AR 100% TEH
“T-NE R 100,0007¢
=ANR
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31 Subsidiaries (Continued) 31 [fiB A7 @)

Effective interest held by

the Group
AEERENERER
Place and date of  Principal activities Issued and
incorporation/ and place of paid up capital/
Name of subsidiary registration operation registered capital 2019 2018
SR, FEEDR EETRAR
WEAREE AR AL  REwR Bx/EMERX —B-AF ZT-N\F
Indlrect Interests: (Continued)
FERR - (&)
Shenzhen Confidence The PRG; Electronic RMB115,238,710 100% 100%
Intelligence Electronic Co., 23 March 2000 manufacturing
Ltd. services in the
PRC
RIEREEEFERAA FE RO EREETF ARE 100% 100%
—ZTETF g 115,238,710 7T
EH=15E
Confidence Intelligence Hong Kong; Investment holding HK$3,000,000 100% 100%
(Hongkong) Limited 6 April 2017 in Hong Kong
EREE(FR)BRAA B REBUERE 3,000,000/7T 100% 100%
el 2
MAKRHA
Confidence Intelligence, Inc. The USA; Dormant US$10,000 100% 100%
17 April 2017
Confidence Inteligence, Inc. £H ; EEEK 10,000% 7T 100% 100%
25
MA+t+H

*  For identification purpose only
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32 Related party transactions

Related parties are those parties that have the ability to
control, jointly control or exert significant influence over the
other party in holding power over the investee; exposure,
or rights, to variable returns from its involvement with the
investee; and the ability to use its power over the investee
to affect the amount of the investor’s returns. Parties are
also considered to be related if they are subject to common
control or joint control. Related parties may be individuals or
other entities.

32 EEAERS

BB T RBRENES - KEEHHER
w&ﬁﬁﬁHﬁ%ﬂmﬁﬁﬁﬁﬁéﬁ
FENN—T  EB2RFREHREY
EQW% HERZEAELR: AR
HBWERBEHRERBEINESD  UEE
REEZCDHNESE - BROZHRIHAR
ZHI B SRS IR R RAEE T - BE
BT A AR EAREMEE -

The ultimate holding company and controlling shareholder SRR A B AT IR IR R AT 5 1.1 R o
are disclosed in Note 1.1.
Major related parties that had transactions with the Group  E - NFRZE-N\F+=A
during the years ended 31 December 2019 and 2018 were Eq= EI IEFE - ®H K % EFEXZH
as follows: FE@EB IO

Relationship with the Company

AR B W R

Related parties 2019 2018
BB 7 —E-hE —T-N\F
Li Hao Director and shareholder Director and shareholder
& EESRERR EEHREKE
Yuan Shuntang Director and shareholder Director and shareholder
=IEE EERRR EERRE
Xu Shizhen Director (Note) Director and shareholder
FFE BE () EEHREKR

Note: During the year ended 31 December 2019, Mr. Li acquired the entire
equity interest of Shenzhen Confidence from Mr. Xu pursuant to the
Reorganisation as set out in Note 1.2.
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e TSR R MR

32 Related party transactions (Continued)

(a) Transactions with related parties
Save as disclosed elsewhere in the consolidated
financial statements, the following transactions were
carried out with related parties during the years ended
31 December 2019 and 2018, at terms mutually
agreed by both parties:

() Release of personal guarantees provided
by Mr. Li, Mr. Yuan and Mr. Xu
During the year ended 31 December 2018, the
bank and other borrowings were secured by
personal guarantees from Mr. Li, Mr. Yuan and
Mr. Xu as set out in Note 25. These personal
guarantees were released and replaced by the
corporate guarantee provided by the Company
upon the Listing during the year ended 31
December 2019.

(b) Key management compensation

Compensation paid or payable to key management for
employee services is shown below:

32 B ARE @)

(@) EEB AN S
BRGAMBEREASEHEEEIN &
E-E-NFRZFE-NF+=A
—t+—BULHFE UTKG TR
B 5 1% 8 5 B A1 A IS FOETT ¢

() FRBRZFSLE RIEENET
7 A R E B A B R
HE_Z—N\F+ZA=1+—
HIEFE - R17 R EH A E KA
THhE REERFLERMH
B8 A PR VB IR (R 5T
25) B E—_E—NF+ A
=t+—BIEFE ZEREAE
R ETEBRIAARQFRE
TR EERIRK -

(b) TEEEEHM
BERRBENRENEIEERE
EF BRI T :

2019 2018

—E-NEF —E-N\F

RMB’000 RMB’000

AR®BT T ARBFT

Wages and salaries TERES 3,073 3,409
Pension costs — defined contribution  EAK & KA — 5L E 7k a2

plan 73 74

3,146 3,483

Confidence Intelligence Holdings Limited  Annual Report 2019 1 81



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARE IS AR YR

33 Benefits and interests of directors 33 EEMNNEZRER
(a) Directors’ emoluments (@ EEM<
The remuneration of each director is set out below: BEEMFHNETI T
Employer’s

Allowances  contribution
Discretionary  and benefits to pension

Name of Director Fees Salary bonus in kind scheme Total
BER EIHEHfe
Esfs e 2 MiErL ENAE  GENER @it

RMBOOO ~ RMBOOD  RMBOO0  RMBOOD  RMBOO0  RMBIO0O
ARETL  ARETR AREBTn  ARETR  ARBTn  ARETR

For the year ended BE-E-NE

31 December 2019 T-A=t+-H

LEE

Executive directors: 78S
- Li Hao = 2 655 - - 14 691
- Zhang Bizhong —-RUE 2 561 - - 13 596
- Xu Shizhen —ftE 22 512 140 - 13 687
Non-executive director: FHTES:
- Yuan Shuntang -RIEE 22 - - - - 2

Independent non-executive  BUFHTEE

directors:
-Wong Chun Sek Edmund ~ —& 1518 22 - - - - 2
- Wu Tai Cheung —HAH 22 - - - - 22
- Chen Zhong ~fR 2 - - - - 2
154 1,728 140 - 40 2,062
For the year ended BE-2-N\%
31 December 2018 TZB=t+-HR
LEE
Executive directors; H1EE:
-LiHao =25 - 695 - - 14 709
- Zhang Bizhong A - 604 - - 14 618
~Xu Shizhen —iE - 479 330 - 14 823
Non-executive director: FHTES:
- Yuan Shuntang -RIEE - - - - - -
- 1,778 330 - I 2,150
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33 Benefits and interests of directors
(Continued)

(a) Directors’ emoluments (Continued)

Mr. Li, Mr. Zhang and Mr. Xu were appointed as
executive directors of the Company on 7 December
2018. They were also directors of certain subsidiaries
of the Company and/or employees of the Group during
the year ended 31 December 2018 and the Group
paid emoluments to them in their capacity as the
directors of these subsidiaries and/or employees of the
Group before their appointment as executive directors

of the Company.

Mr. Yuan was appointed as non-executive directors of
the Company on 7 December 2018. During the year
ended 31 December 2018, the non-executive directors
have not yet been appointed and received nil directors’

remuneration in the capacity of directors.

Mr. Wong Chun Sek Edmund, Mr. Wu Tai Cheung and
Mr. Chen Zhong were appointed as independent non-
executive directors of the Company on 20 September

2019.

During the years ended 31 December 2019 and 2018,
none of the directors of the Company (i) received or
paid any remuneration in respect of accepting office; (ii)
received or paid emoluments in respect of services in
connection with the management of the affairs of the
Company or its subsidiaries undertaking; or (i) waived

or has agreed to waive any emolument.

33 EENNZRER @

(@) E=M<E @

FRE - REERFEER-T
—NF+-_AtBEZERALQA
HITESE -BE_ZT—/\F+_H
=ST-HLEFE BETRRARE
ETHEARESER SAEEE
B MAKERBREEZERAR
AMITESA LR FEEZEH
BREAWMESRR RAKENESR
ZHEMAME -

REERZZF—NFT+AtHE
ZERRRFIERNITEST - HEZ
E-NE+-_A=+—HIFE "
IMTEETRELSTE NERE
EHHWEERESHMH -

EERBELALE BHATEERRDE
ERZF-NAFAA-THEZRE
RARABILIFNTES -

HE T NFER-_ZT—N\F+=
BA=+—RLFE BEAQRFE
= (i) Bt B A Bk iz Uk B SR 2 (T ) 3
B ()BLA QR B R EN B AR
(BB ERSWIKENSB S
s (i) EX BRI B RETMEE -
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33 Benefits and interests of directors
(Continued)

(b)

(c)

(d)

()

184 =

REREIEIRBR AR Fik 2019

Directors’ retirement benefits and
termination benefits

During the years ended 31 December 2019 and 2018,
no emoluments, retirement benefits, payments or
benefits in respect of termination of directors’ services
were paid or made, directly or indirectly, to the
directors; nor are any payable.

Consideration provided to third parties
for making available directors’ services
During the years ended 31 December 2019 and 2018,
no consideration was provided to third parties for
making available directors’ services.

Information about loans, quasi-loans

and other dealings in favour of directors,
controlled bodies corporate by and
connected entities with such directors
During the years ended 31 December 2019 and
2018, there were no loans, quasi- loans and other
dealing arrangements in favour of directors, controlled
bodies corporate by and controlled entities with such
directors.

Directors’ material interests in transactions,
arrangements or contracts

Save as disclosed elsewhere in the consolidated
financial statements, no significant transactions,
arrangements and contracts in relation to the Group’s
business to which the Company was a party and
in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.

33 EENNZRER @

(b)

(c)

(d)

(€)

EERHRENRALEF

BEZT - NFRZF-N\Ft+=
A=+—BLLHFE TEABKIL
ESRBEMME  RIKEM - K
BN A EEEEHEEZ I HE
o TR EAR B ROR o

RERAESHREMEE =
FRHERE
BE_Z-NFR-_ZF-/N\Ft=
A=T—BLLFE HERERHK
BEERBMME=FRHERE -

BRNES BEHESE
HZERREESRENE
BRAXBEANER  BEX
REHMR 5 E R
BE-—Z-NER-F—N\F+=
A=+—ALFE YEEMUE
£ HEBEEEHNEARER
AHENERAR S ANER £
HRREMR SR -

EENRS ZHHEHH
VEWN S
BREEeMBRRZBEREEN K
RAMEBEITLARREEREFTE
BEXEEAEEA S MR FRK
FAEMERFELENEEEXK
BRNEARD  RHERAH -
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34 Balance sheet and reserve movement of

4 ARAFEERBREFHEED

the Company

Balance sheet of the Company as at

31 December 2019

AARAR=B—NE+=F

=t-HHEERGEX

2019 2018
—E2-NF —E-)N\F
Note RMB’000 RMB’000
M3 AR®F T ARET T
ASSETS BE
Non-current asset RBEE

Interests in subsidiaries L IENGIL: oL 155,404 =
Total non-currentassets ~ FmBEE#AE 0 155404 - -
Current assets REEE
Prepayments, deposits and TEffRIE - EBe Rk
other receivables H b e W s I8 203 =
Due from a subsidiary NGRS 36,279 =
Cash and cash equivalents BHeRRESEEY 65,391 =
Totalcurrentassets ~~~~~~ ®BXE#&E 00000000 101873 -
Total assets EEHE 257,277 =
EQUITY Ea
Equity attributable to equity KRB EREEA
holders of the Company AL RE =
Share capital &% AR 2,250 =
Share premium &= B 98,676 =
Capital reserve NG a
155,404
Exchange reserve SNEE &8 a
(940) —
Accumulated losses RErEE a
(22,468) -
Totalequity HW=#&® 232922 -
LIABILITIES =L
Current liabilities REBEE
Accruals FESTFRIR 2,184 =
Amounts due to subsidiaries JEAST BT B A B F0E 22,171 =
Total liabilites ~~~~~~~~~~ #fF#s&® 24886 .=
Total equity and liabilities ERRaEAE 257,277 =
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34 Balance sheet and reserve movement of

the Company (Continued)

Balance sheet of the Company as at

31 December 2019 (Continued)

The balance sheet of the Company was approved by the
Board of Directors on 26 March 2020 and was signed on its
behalf.

Li Hao

£

Director

BEF

(@) Reserve movement of the Company
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34 KRREEEBERRRAEES
(#&)
ARARR=-B—-NF+=A
=+—HWEEAGER @
KRB EERBERENR - _ZTF=A
“tRNAEESTHAETAMUTALR
BEE-

Xu Shizhen
FtE
Director

EFE
(a) A A EEHE

Capital
Exchange reserve Accumulated
Reserve (Note) losses Total
SERE EARfRE AitEE @st
(B =E)
RMB’000 RMB’000 RMB’000 RMB’000

ARBFT ARBTT ARETT ARETT

At 7 December 2018
(Date of incorporation),
31 December 2018
and 1 January 2019

R=—ZE-—N\F+=A+tH
(GEMARSZEH) -
T N\E+=-A=+—H

Loss for the year FREE - = (22,468) (22,468)
Currency transaction EHBREERE

differences (940) - - (940)
Total comprehensive losses ZHEHEBEE (940) - (22,468) (23,408)
Transaction with owners HEFANRZS
Contribution surplus (Note) BB (EE) - 155,404 - 155,404
Total transactions with BEESANRZBE

owners - 155,404 - 155,404
At 31 December 2019 R-Z-h&E+=-HA=+—8H (940) 155,404 (22,468) 131,996

Note: The capital reserve of the Company represents the aggregated
net asset values of the subsidiaries acquired by the Company

pursuant to the Reorganisation as set out in Note 1.2.

BieE s AR R B E A B RIR B 1 28T 8
MEAARRRENOERRNEBEE
FE -
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35 BEMERER

35 Events occurring after the reporting

period

Since the outbreak of the novel coronavirus (COVID-19)
(the “Novel Coronavirus Outbreak”), a number of provinces
and municipalities in the PRC have taken emergency public
health measures and various actions to prevent the spread
of the Novel Coronavirus Outbreak, including imposing
restriction on resumption date of production after the
Chinese New Year Holiday.

The operation of the Group’s production plant in Shenzhen
(the “Shenzhen Production Plant”) has been suspended
after the statutory holidays for Chinese New Year as part of
the Chinese government’s countermeasures in containing
the Novel Coronavirus Outbreak.

After inspection being done at the Shenzhen Production
Plant by the relevant government authority, the Group
received an official notice from the relevant government
authority on 19 February 2020 approving the resumption
of operation of the Shenzhen Production Plant. As such,
the Shenzhen Production Plant has gradually resumed its
operation starting from 20 February 2020 onwards.

However, due to the suspension or limited service of
transportation facilities in certain areas, certain workers
in the affected provinces and municipalities were unable
to return to the Shenzhen Production Plant as planned,
which has resulted in temporarily drop in production of
the Shenzhen Production Plant. The Novel Coronavirus
Outbreak has also adversely affected the supply chain
logistics and the Group has experienced delay in the
supply of raw materials from its suppliers. It is expected
that the Shenzhen Production Plant will experience delay
in resuming to original production schedule and there will
be late delivery of products in the first half of 2020, which
may have an adverse impact on the Group’s operation and
financial performance.

Under such special circumstances, the Group is currently
working closely with its suppliers to speed up the delivery of
raw materials, and is liaising with its customers to adjust the
delivery schedule to minimise any negative economic impact
on the Group, its suppliers and its customers.

The suspension and temporarily lower than original
production level are likely to have a negative impact on the
Group’s future financial results. The Group will continue
to assess the impact of the Novel Coronavirus Outbreak
on the Group’s financial performance, and closely monitor
the development of the Novel Coronavirus Outbreak and
the Group’s exposure to the risks and uncertainties in this
connection.
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FINANCIAL SUMMARY

Ui

Results ¥E
Year ended 31 December
HE+-A=1+—-HLEE
2019 2018 2017 2016
“E-hE ZBE-N\F —T—+F —T—RF
Revenue g 284,588 236,210 208,634 174,140
Cost of sales $HE MR (190,560)  (161,946)  (144,773)  (111,527)
Gross profit EF 94,028 74,264 63,861 62,613
Profit before income tax B PS54 81 i 35,395 47,229 36,940 41,025
Profit for the year attributable to ANREREEAENL
equity holders of the Company F N5 27,710 40,814 32,011 35,362
Assets and Liabilities EENEE
As at 31 December
R+=—H=+-—H
2019 2018 2017 2016
ZE-hE —T-N\F —ZT—+F —ZT—RF
Non-current assets FRBEE 122,155 105,740 94,834 80,896
Current assets MENVEE 232,299 115,726 91,851 57,509
Total assets BERAE 354,454 221,466 186,685 138,405
Total equity R 278,673 148,145 116,600 89,446
Non-current liabilities ERBEE 16,902 20,940 12,775 17,120
Current liabilities nEaE 58,879 52,381 57,310 31,839
Total liabilities aERH 75,781 73,321 70,085 48,959
Total equity and liabilities BakaELE 354,454 221,466 186,685 138,406
Notes: Bzt -

(a) The financial figures for the year ended/as at 31 December 2019 were
extracted from the consolidated financial statements in this annual report.

(b)  The financial figures for each of the three years ended 31 December 2018/as
at the respective year-end were extracted from the Prospectus.

The summary above does not form part of the audited
consolidated financial statements.
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