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Financial Summary

EHE

Year ended 31 December

BE+t-A=t-HLEE

Results #E 2020 2019 2018 2017 2016
“ECEE | ZTNF ZT-N\F ZT+tF ZTRF
HK$’000 HK$000 HK$'000 HK$'000 HK$'000
TER FET FET FET FET
Revenue LION 114,474 | 158714 203,892 325445 368,857
Gross profit EH 24,957 32,196 42,480 95,589 94,079
Loss before income tax BRETS TR R (67,038) (71,048) (62,178) (13,875) (17,768)
Loss attributable to the owners AR AEAA
of the Company [EEEE (68,115) (76,680) (60,032) (15,632 (18,769
As at 31 December
R+=ZA=+-H
Financial position BRI 2020 2019 2018 2017 2016
BB | CTF —F\F —TtF TR
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000
TER FET THT TET TET
Total assets REMRE 283,700 | 351,054 427,616 525762 397,884
Interest-bearing borrowings/ STERRE/HERE
lease liabilities 4,975 8,547 1,071 699 54,793
Total liabilities #BaRE 45,275 45,857 45,198 79,431 133,732
Shareholders’ equity PR R 238,425 305,197 382,418 446,331 264,152
Current ratio (note 1) MBI (MEE1) 5.27 6.26 6.85 5.08 2.22
Quick ratio (note 2) R X (HEE2) 5.00 5.91 6.65 4.96 2.10
Return on assets (note 3) BEBHRE (f1:3) (24.0%) (21.8%) (14.0%) (2.9%) (4.7%)
Return on equity (note 4) BRARHE (fisk4) (28.6%) (25.1%) (15.7%) (3.5%) (7.1%)
Gearing ratio (note 5) BEABLE (M3Es) 2.1% 2.8% 0.3% 0.2% 20.7%
Inventory turnover days (note 6)  FEBERE (i:16) 49days/ B | 43days/H 20days/H 15days/B 22 days/A
Trade receivables turnover days B 2R FUREAE
(note 7) RE (FfzE7) 61days/H | 48days/B 26days/H  48days/H 60 days/ B
Trade payables turnover days B ENIREE
(note 8) X (ffiz8) 101days/ B | 30days/E 21days/H 37 days/EH 50 days/H
Note i
1. Current ratio = current assets/current liabilities 1. Bk =RBEE/MDHAMR
2. Quick ratio = current assets less inventory/current liabilities 2. RELE = FEEERTERBHAR
3. Return on assets = Loss attributable to the owners of the Company for the year/ 3. BEDWRE = ARAHEEARIEFERR 24
total assets BE
4. Return on equity = Loss attributable to the owners of the Company for the year/ 4. RABIRE = RARRHEA AEEFEERE R
shareholders’ equity s
5. Gearing ratio = Interest-bearing borrowings or lease liabilities/shareholders’ 5.  AERMELX = FEEERHETAE BRER
equity
6. Inventory turnover days = Inventory balance/cost of sales for the year x number 6. FEEERY = FTEER FEHEKNK x FE
of days for the year R
7. Trade receivables turnover days = Trade receivables/revenue for the year x 7. AR REFHBEARAY = E5RKEFEK
number of days for the year A X FERE
8. Trade payables turnover days = Trade payables/cost of sales for the year x 8.  EBZENFUEBSERE = E 5@ RIE FEH
number of days for the year ERAR X FERE
O
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Chairman’s Statement
FERES

On behalf of the board (the “Board”) of directors (the “Directors”
and each a “Director”) of CEFC Hong Kong Financial Investment
Company Limited (the “Company”), | hereby present the audited
consolidated results of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December 2020.

EXTERNAL ENVIRONMENT

Global economy underwent an extremely difficult year in 2020. When
we entered 2020, we cannot imagine how the world would change
catastrophically in the year. The outbreak of the COVID-19 pandemic
changed people’s livelihood and commercial activities drastically.
Many countries implemented public health measures at different
intensities, including travel restrictions and complete lockdowns, in
order to slowdown the spread of the COVID-19 pandemic. Those
public health measures brought continuous tremendous disruptions
to the global economy. Many major economies, except China,
underwent deepest recession in recent decades.

The COVID-19 pandemic also had far-reaching economic and
social consequences in Hong Kong and inflicted significant impacts
on all walks of life. Many industries experienced extremely difficult
operating conditions. Travel restrictions curbed most cross-boundary
flows of people, which dealt an unprecedented blow to tourism
industry. The threat of COVID-19 and the resultant social distancing
requirements severally disrupted local consumption and restaurants
operation. Business sentiment in Hong Kong took a big hit. Hong
Kong economy contracted by 6.1% in 2020, the sharpest annual
decline on record. Subsequent to recession in 2019, the Hong Kong
economy registered a contraction for the second consecutive year in
2020, which is the first time on record.
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OUR PERFORMANCE

Apparel operation

Most of our apparel products are exported to the United States
and U.S. market is the principal market for our apparel operation.
Since the outbreak of COVID-19, the United States is one of the
most regions mostly affected by the pandemic. The U.S. economy
slowed down significantly in the first half of 2020, and in certain
period its economy drew to a near total halt. Following rolling out
highly accommodative monetary policy and fiscal measures, the
U.S. economy showed a sign of recovery in the second half of
2020. For the first half of 2020, we recorded a decrease of 61.9% in
revenue from apparel operation on year-on-year basis. The decline
in revenue from apparel operation narrowed in the second half of
2020. For 2020 as a whole, the revenue from apparel operation was
approximately HK$107,053,000 (2019: HK$146,995,000), declined
by approximately 27.2%.

Money lending operation

As we focus on individual consumers and small businesses in Hong
Kong, our money lending business is closely bound up with the Hong
Kong economy.

As outlined above, difficult operating environment significantly
affected the performance of money lending operation. We conducted
our money lending business with stringent credit control under this
difficult environment. On the other hand, we supported certain of our
customers by agreeing not to demand interest for their outstanding
loans, in order to help our customers to weather the difficulties
arisen from the COVID-19 pandemic. Revenue from money lending
operation was approximately HK$7,421,000 for the year ended
31 December 2020 (2019: HK$11,719,000), fell by approximately
36.7%.

Chairman’s Statement
FERESE
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Chairman’s Statement
FERES

FUTURE PROSPECTS

Global economy was hard hit by COVID-19 pandemic in 2020.
Looking ahead into 2021, outlook for the global economy hinges
upon the ability to contain COVID-19 pandemic among countries.
On the premise that the COVID-19 pandemic would gradually abate
resulting from the implementation of mass vaccination campaigns,
we believe the global economy will bounce back gradually in 2021.
For U.S., we expect its economy will regain momentum and post
a recovery as the COVID-19 pandemic impact could ease on the
ground that effective vaccines can be widely deployed, coupled with
implementing highly easing monetary policy and the additional fiscal
measures in 2021.

On the other hand, tension between China and the U.S. also pose
risks to our operation. Although China and the U.S. signed Phase
One trade deal in January 2020, China-U.S. relation remained tense
throughout 2020, and trade barriers imposed earlier remained in
place. Facing the rising trade protectionism, we don’t expect existing
trade barriers will be lifted in short term. Nonetheless, we expect
China-US tensions would not escalate significantly under the new
U.S. administration and hopefully this would reduce uncertainties that
existed in few years before, and provide a more stable environment
for businesses.

Amid an improving external environment, we expect the Hong Kong
economy would show some gradual recovery in 2021. However, the
recovery pace will hinge upon the degree of how the local epidemic
will be contained. Restrictive measures of varying degrees will likely
remain in place before the epidemic is effectively under control,
inevitably affecting local consumption sentiment and economic
activities.
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Chairman’s Statement
FERESE

Facing the continuous uncertainties and challenges, we are mindful ~— E ¥ FFE 0 N HEE M R BKEL - B2 ZE RS
of the potential impact of those uncertainties and challenges on  ZE T EE R KEE R MEL EERNE
our operation and we will take appropriate actions to manage #2 ' MEPIEHEGEE TN AL BT
the potential impact. Also, we will try to look for new business £ o [EE * BB WM EFE# - LAER
opportunities to diversify the revenue stream of the Group which will  EBRRARIREZ Tt - {EmEAERE X%
in turn benefit the Group and the shareholders as a whole. AR o

APPRECIATION &)

Lastly, on behalf of the Board, | would like to sincerely thank all of our &% @ HERKESE - RERIFAERS
colleagues for their dedication and commitment throughout a difficult P35 75 Pk &% K A5 e 14 19 (R 26 s B A & JBR
time which is full of challenges and uncertainties. | am also grateful to R H + IRNEREFFTA IRER KA LAKREAS T F M

all shareholders for their continued support. HISZHF ©

Tin Yat Yu Carol H—fF

Chairman FE

31 March 2021 B —HF=A=+—H
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Biographical Details of Directors and Senior Management

EEREREEEBBERE

EXECUTIVE DIRECTORS

Ms. TIN Yat Yu Carol (formerly known as TIN Yuen Sin Carol), aged
55, was appointed as an executive director of the Company on 11
October 2019. She is the chairman of the Board, the chairman of the
Nomination Committee, the chairman of the Corporate Governance
Committee and also a member of the Remuneration Committee of
the Company. She also serves as a director of certain subsidiaries
of the Group including Delta Wealth Finance Limited. She joined the
Group in November 2016. Ms. Tin provides leadership for the Board.

Ms. Tin is an entrepreneur operating businesses including money
lending business and fine dining business. Ms. Tin also has extensive
experience in trading business in Hong Kong and PRC. Ms. Tin
served as a director of Yan Oi Tong from 2017 to 2018.

Ms. Tin was an executive director of Carnival Group International
Holdings Limited (“Carnival”) (formerly known as Oriental Ginza
Holding Limited and CASH Retail Management Group Limited) from
2005 to 2011, a company whose shares are listed on the Stock
Exchange (stock code: 996.HK). She also served as the chairman of
Carnival from 2006 to 2011.

On 5 May 2020, Ms. Tin has been appointed as an executive director
of Finsoft Financial Investment Holdings Limited (“Finsoft Financial”), a
company whose shares are listed on the GEM of the Stock Exchange
(stock code: 8018.HK). She has also become the chairman of Finsoft
Financial since 19 May 2020.
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Biographical Details of Directors and Senior Management

EENSHREEEREFS

Mr. CHEUNG Ka Lung, aged 45, was appointed as the deputy
chief executive officer of the Company on 1 May 2017 and an
executive director of the Company on 28 June 2019. He also serves
as a director of certain subsidiaries of the Group including Runway
Global Limited. Mr. Cheung is primarily responsible for the daily
management, business operations and corporate transactions of the
Group.

Mr. Cheung graduated with a Bachelor of Business Administration
(Finance) from The Hong Kong University of Science and Technology.
He is a CFA charterholder. He is also a member of The Hong Kong
Society of Financial Analysts and a member of The Hong Kong
Institute of Directors.

Mr. Cheung has over 20 years of working experience in the
banking and finance industry. He previously worked for a number of
investment banks and has extensive experience in handling various
corporate transactions such as initial public offerings, mergers and
acquisitions, reverse takeovers, restructuring and fund raising. During
his career, he also had worked in the field of private equity investment
for over 10 years including a senior position in the private equity
arm of Ichigo Inc. (formerly known as Asset Managers Co., Ltd.), a
company listed on the Tokyo Stock Exchange First Section (stock
code: 2337.T) in which he managed a portfolio with assets under
management over USD300 million in the Greater China region.

Mr. Cheung was a non-executive director of Stemcell United Limited
from October 2016 to November 2019, a company whose shares are
listed on the Australian Securities Exchange (stock code: ASX:SCU).
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Biographical Details of Directors and Senior Management

EENSREEEREFS

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. TANG Shu Pui Simon, aged 56, was appointed as an
independent non-executive director of the Company on 22 August
2016. He is the chairman of the Remuneration Committee, a member
of the Audit Committee, a member of the Nomination Committee
and also a member of the Corporate Governance Committee of the
Company.

Mr. Tang is a practising solicitor and an accredited mediator with the
Hong Kong International Arbitration Centre. He is a partner of P. C.
Woo & Co., a firm of solicitors with over 70 years of service in Hong
Kong.

Mr. Tang is a member of the Panel member of the Insurance Appeals
Tribunal, honorary legal advisor of the General Agents and Managers
Association of Hong Kong, founding member and vice president
of the Hong Kong Institute Patent Attorneys, honorary senior legal
adviser of the Hong Kong Brands Protection Alliance, founding
member, board member and honorary legal counsel of the Hong
Kong-ASEAN Economic Cooperation Foundation, member of the
Standing Committee on Standards and Development of the Law
Society of Hong Kong, member of the Sichuan Committee of The
Chinese People’s Political Consultative Conference, honorary legal
advisor of the Kitchee Foundation Limited, Executive Board Member
of Hong Kong Air Cadet Corps, fellow member of the Hong Kong
Institute of Directors, board member of Monte Jade Science and
Technology Association of Hong Kong and member of Disciplinary
Panel A of the Hong Kong Institute of Certified Public Accountants.

Mr. Tang was first appointed as an independent non-executive
director of the Company on 22 November 2013. He retired on 3
December 2015 in order to devote more time for his other personal
pursuits. He was re-appointed as an independent non-executive
director of the Company on 22 August 2016.
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Biographical Details of Directors and Senior Management

EENSHREEEREFS

Mr. HON Ming Sang, aged 42, was appointed as an independent
non-executive director of the Company on 2 November 2016. He is
the chairman of the Audit Committee, a member of the Remuneration
Committee, a member of the Nomination Committee and also a
member of the Corporate Governance Committee of the Company.

Mr. Hon obtained an honor degree of Professional Accountancy in the
School of Accountancy from The Chinese University of Hong Kong.
He is a CFA charterholder. He is also a member of The Hong Kong
Society of Financial Analysts, a member of the Hong Kong Institute of
Certified Public Accountants, a fellow member of the Association of
Chartered Certified Accountants, an associate member of The Hong
Kong Institute of Chartered Secretaries and an associate member of
The Chartered Governance Institute (formerly known as The Institute
of Chartered Secretaries and Administrators).

Mr. Hon has previously worked in an international audit firm and has
over 12 years of working experience in listed companies and financial
institutions. He has extensive experience in corporate finance,
merger and acquisition, investment and financial management and
compliance services.

Mr. Hon is currently an executive director and company secretary of
SFund International Holdings Limited, a company whose shares are
listed on the Stock Exchange (stock code: 1367.HK).

On 24 June 2020, Mr. Hon has been appointed as an independent
non-executive director of Finsoft Financial Investment Holdings
Limited, a company whose shares are listed on the GEM of the Stock
Exchange (stock code: 8018.HK). On 6 November 2020, Mr. Hon
has been appointed as an independent non-executive director of Asia
Energy Logistics Group Limited, a company whose shares are listed
on the Stock Exchange (stock code: 351.HK).
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Biographical Details of Directors and Senior Management

EERGHREEERBREHE

Ms. LO Wing Sze JpP, aged 49, was appointed as an independent
non-executive director of the Company on 22 January 2021. She is a
member of the Audit Committee of the Company.

Ms. Lo obtained a degree of Bachelor of Economics from the
University of Sydney in Australia in 1995 and obtained a degree of
Master of Commerce in Finance from the University of New South
Wales in Australia in 1997.

Ms. Lo is a member of the Hong Kong Institute of Certified Public
Accountants and a fellow member of CPA Australia. Ms. Lo has been
the financial director of Million Tour Limited since 1999.

Ms. Lo was appointed as a Justice of the Peace in June 2017
and awarded the Bronze Bauhinia Star in October 2020 by the
Government of the Hong Kong Special Administrative Region
("HKSAR”) respectively. She has been an Honorary Court Member
of Lingnan University since June 2020. She has been a member
of HKSAR Advisory Committee on Admission of Quality Migrants
and Professionals since July 2018, a member of HKSAR Museum
Advisory Committee since October 2016, a member of HKSAR Social
Welfare Advisory Committee since December 2015 and a co-opted
member of the finance and management working group of HKSAR
Chinese Temples Committee since October 2015. Ms. Lo served
as a council member of Lingnan University from October 2015 to
September 2019 and was appointed as the treasurer of the council
of Lingnan University from November 2018 to September 2019.
She was an award council member of the Hong Kong Award for
Young People from February 2014 to January 2018 and a member of
HKSAR Non-local Higher and Professional Education Appeal Board
from December 2016 to December 2019.

On 21 August 2020, Ms. Lo has been appointed as an independent
non-executive director of Finsoft Financial Investment Holdings
Limited, a company whose shares are listed on the GEM of the Stock
Exchange (stock code: 8018.HK).
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Biographical Details of Directors and Senior Management

EEREREEEBEBERE

SENIOR MANAGEMENT

Mr. Hubert TIEN, aged 52, is a director of Runway Global Limited,
a wholly-owned subsidiary of the Company. He joined the Group in
2001. He was an executive director of the Company from 19 June
2013 to 11 October 2019.

Mr. Tien is responsible for overseeing the apparel operation of the
Group in design, manufacturing and trading business. He has over 20
years of experience in garment trading, manufacturing and marketing
in the United States, Australian and Canadian markets.

Mr. CHAN Ka Yu, aged 41, is the chief financial officer of the
Company and also the company secretary of Runway Global Limited,
a wholly owned subsidiary of the Company. He joined the Group in
June 2013. He is responsible for overseeing the Group’s financial
reporting and assisting in handling company secretarial matters of the
Group.

Mr. Chan graduated with a Bachelor of Commerce in Accounting
from the Hong Kong Shue Yan University. He is a member of the
Hong Kong Institute of Certified Public Accountants.

Mr. Chan has over 15 years of working experience in professional

accounting, financial reporting, compliance services and corporate
finance such as initial public offerings.

*For identification purpose only
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Management Discussion and Analysis

BEEERWR DT

BUSINESS REVIEW

The Group principally engages in (i) design, manufacture and trading
of apparel, namely apparel operation; and (ii) provision of money
lending services, namely money lending operation.

REVENUE

Difficult environment had an adverse impact on our revenue for 2020.
Affected by global spread of COVID-19 pandemic in 2020, revenue
of the Group for the reporting period decreased by approximately
27.9% to approximately HK$114,474,000 (2019: HK$158,714,000).

APPAREL OPERATION

Revenue from apparel operation is principally derived from the sales
of apparel products. The Group’s products can be classified into two
categories, namely, private label products and own brand products.
Private label products are those designed and manufactured under
the private labels owned or specified by the Group’s customers, while
own brand products are those designed and manufactured under the
Group’s proprietary labels.

Since the outbreak of COVID-19, the United States is one of the
regions mostly affected by the pandemic. The U.S. economy slowed
down significantly in the first half of 2020, and in certain period
its economy drew to a near total halt. Following rolling out highly
accommodative monetary policy and fiscal measures, the U.S.
economy showed a sign of recovery in the second half in 2020.
As U.S. market is the principal market for our apparel operation,
revenue from our apparel operation tumbled in the reporting period
amid plunging demand due to difficult environment. Some major
U.S. private label customers reduced their orders to us under grim
economic environment. On the other hand, we strengthened the
partnership with certain existing own brand customers, and this
alleviated certain adverse impact arisen from decline of orders from
those private label customers.
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Management Discussion and Analysis

For the first half of 2020, we recorded a decrease of 61.9% in
revenue from apparel operation on year-on-year basis. The decline
in revenue from apparel operation narrowed in the second half of
2020. For 2020 as a whole, the revenue from apparel operation was
approximately HK$107,053,000 (2019: HK$146,995,000), declined
by 27.2%. Apparel operation remained the largest contributor to the
Group’s business, accounting for 93.5% of total revenue.

APPAREL OPERATION — PRIVATE LABEL PRODUCTS

Revenue from certain major private label customers dropped in the
year, resulting in revenue from private label products decreased
by approximately 46.3% to approximately HK$56,205,000 (2019:
HK$104,760,000). Private label products continued to be the largest
contributor of the apparel operation, contributing 52.5% (2019:
71.3%) of the total revenue from apparel operation for the year. The
gross profit derived from private label products decreased by 50.3%
to approximately HK$4,178,000 (2019: HK$8,405,000) and the gross
profit margin decreased to approximately 7.4% in 2020, compared
with approximately 8.0% in 2019.

APPAREL OPERATION — OWN BRAND PRODUCTS

Own brand products accounted for 47.5% (2019: 28.7%) of the
revenue from apparel operation for the year. For the year 2020,
revenue from own brand products increased by approximately 20.4%
to approximately HK$50,848,000 (2019: HK$42,235,000) and gross
profit increased by 10.7% to approximately HK$13,358,000 (2019:
HK$12,072,000). The gross profit margin for own brand products
decreased from approximately 28.6% in 2019 to approximately
26.3% in 2020.

MONEY LENDING BUSINESS

Our money lending business primarily offers loans to individual
consumers and small businesses in Hong Kong.
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Management Discussion and Analysis

BEEERWR DT

The COVID-19 pandemic also had far-reaching economic and social
consequences in Hong Kong and inflicted significant impacts on all
walks of life. Many industries experienced extremely difficult operating
conditions. Business sentiment in Hong Kong took a big hit. Hong
Kong economy contracted by 6.1% in 2020, the sharpest annual
decline on record. Subsequent to recession in 2019, the Hong Kong
economy registered a contraction for the second consecutive year in
2020, which is the first time on record.

During this difficult time, we supported certain of our customers by
agreeing not to demand interest for their outstanding loans, in order
to help our customers to weather the difficulties arisen from the
COVID-19 pandemic. Revenue from money lending operation was
approximately HK$7,421,000 for the year ended 31 December 2020
(2019: HK$11,719,000), fell by approximately 36.7%.

Our loans and interest receivables decreased by approximately 3.3%,
from approximately HK$112,501,000 as at 31 December 2019 to
approximately HK$108,762,000 as at 31 December 2020.

COST OF SALES

As there was no direct cost incurred for money lending operation,
cost of sales was incurred entirely for apparel operation only.

The cost of sales was approximately HK$89,517,000 for the year
ended 31 December 2020 (2019: HK$126,518,000), decreased by
approximately 29.2%.

The decrease in cost of sales for 2020 was primarily reflected by less
material costs, sub-contracting costs, direct wages and overhead
costs due to decline in revenue from apparel operation for the period.
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Management Discussion and Analysis

GROSS PROFIT AND GROSS PROFIT MARGIN

Gross profit for the year ended 31 December 2020 was approximately
HK$24,957,000 (2019: HK$32,196,000), decreased by 22.5%. The
gross profit margin increased from approximately 20.3% for the year
ended 31 December 2019 to 21.8% for the year ended 31 December
2020. During the year, apparel operation contributed approximately
HK$17,536,000 (2019: HK$20,477,000) to the gross profit, and
money lending operation contributed approximately HK$7,421,000
(2019: HK$11,719,000) to the gross profit.

The gross profit from apparel operation decreased by 14.4% to
approximately HK$17,536,000 for the year ended 31 December
2020, due to decline in revenue from apparel operation. Nonetheless,
the gross profit margin of apparel operation increased to 16.4%
for the year ended 31 December 2020 (2019: 13.9%), principally
attributed to change in product mix. For the year 2020, revenue
from own brand products, which had higher gross profit margin,
increased by approximately 20.4% to approximately HK$50,848,000
(2019: HK$42,235,000). On the other hand, revenue from private
label products, which had less gross profit margin, decreased by
approximately 46.3% to approximately HK$56,205,000 (2019:
HK$104,760,000).

The gross profit from money lending operation decreased by 36.7%
to approximately HK$7,421,000 for the year ended 31 December
2020 (2019: HK$11,719,000), as there was decline in revenue
from money lending operation in the year. The gross profit margin
was 100% for money lending operation for the year ended 31
December 2020 (2019: 100%), as there was no direct cost incurred
in generating revenue in the money lending operation.
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Management Discussion and Analysis
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OTHER INCOME AND GAINS

Other income and gains was approximately HK$9,663,000 for the
year ended 31 December 2020 (2019: HK$10,947,000), decreased
by 11.7%. Due to low utilization of capacity of our Jiaxing factory
as a result of sluggish manufacturing demand, we also processed
subcontracting orders from outside in a bid to increase income.
In 2020, there was subcontracting income of approximately
HK$5,817,000 (2019: HK$8,814,000), fell by 34.0%.

We received wage subsidies of approximately HK$2,050,000
(2019: nil) in 2020 granted from the Hong Kong SAR government’s
Employment Support Scheme under Anti-Epidemic Fund for the use
of paying wages of employees.

IMPAIRMENT LOSS ON GOODWILL

Goodwill arose on the acquisition of our money lending operation in
November 2016, which was the fair value of consideration exceeding
the fair value of the net identifiable assets of the acquiree.

Impairment loss on goodwill of approximately HK$22,734,000 (2019:
HK$30,290,000) was incurred. This arose from our downward update
on future revenue from money lending operation assumptions based
on negative outlook of Hong Kong economy. Our money lending
business primarily offers loans to individual consumers and small
businesses in Hong Kong. The risks to the Hong Kong economy
skewed to the downside, and this would unavoidably pose negative
impact on our money lending business.
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Management Discussion and Analysis

REVERSAL OF/(PROVISION FOR) EXPECTED
CREDIT LOSS ON TRADE RECEIVABLES

Reversal of expected credit loss on trade receivables of approximately
HK$8,000 (2019: Provision for expected credit loss of approximately
HK$246,000) was recorded for the year ended 31 December 2020.
We provided impairment loss on trade receivables on individual
assessment.

PROVISION FOR EXPECTED CREDIT LOSS ON
LOANS AND INTEREST RECEIVABLES

Provision for expected credit loss on loans and interest receivables
of approximately HK$17,021,000 (2019: HK$989,000) was recorded
for the year ended 31 December 2020, increased by 1,621.8%. The
significant increase in provision was resulted from updates in our
credit risk assessment which reflected the expected future impact of
continuing uncertainties and challenges over COVID-19 pandemic.

SELLING AND DISTRIBUTION EXPENSES

Selling and distribution expenses mainly consist of (i) import duty and
transportation costs for delivery of the products; (i) staff costs for our
sales representatives; and (i) depreciation of showroom tenancy as
right-of-use assets. The selling and distribution expenses incurred
in the reporting period were approximately HK$16,271,000 (2019:
HK$17,698,000), decreased by 8.1% on a year to year basis. During
the year, the product mix of apparel operation changed and there
were more own brand product orders in 2020, for which we were
responsible for import duty and transportation expenses in U.S. for
those own brand product orders, thus driving up the import duty
and transportation costs. Excluding import duty and transportation
expenses in U.S., most of the selling expenses recorded decreases
for the reporting period, especially staff costs and travelling expenses.
As a percentage of revenue, selling and distribution expenses
increased to 14.2% for the year ended 31 December 2020 from
11.2% for the year ended 31 December 2019.
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Management Discussion and Analysis

BEEERWR DT

ADMINISTRATIVE EXPENSES

Administrative expenses primarily consist of (i) staff costs; (ii)
depreciation of right-of-use assets; and (i) professional fees. The
administrative expenses for the year ended 31 December 2020
were approximately HK$45,325,000 (2019: HK$64,093,000),
decreased by 29.3%. In 2020, we adopted certain cost-cutting
measures to reduce our operation costs. Most of the administrative
expenses registered decreases for the period, in particular staff costs,
depreciation of right-of-use assets and depreciation of property,
plant and equipment. In addition, we scrapped property, plant and
equipment of approximately HK$6,122,000 due to the relocation of
head offices in 2019, and there was no related expenditure in 2020.

FINANCE COSTS

Finance costs were approximately HK$315,000 (2019: HK$875,000),
decreased by 64.0%. Finance costs were the imputed interests on
lease liabilities.

LOSS FOR THE YEAR ATTRIBUTABLE TO OWNERS
OF THE COMPANY

The loss attributable to owners of the Company for the year ended
31 December 2020 was approximately HK$68,115,000 (2019:
HK$76,680,000), representing a decrease in loss attributable to
the owners of the Company of 11.2%. The revenue decreased for
the year due to difficult environment, coupled with the substantial
increase in provision for expected credit loss on loans and interest
receivables. Nonetheless, this financial impact was offset in
certain degree by decline in selling and distribution expenses and
administrative expenses as previously discussed.
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Management Discussion and Analysis

GOODWILL

Goodwill arose on the acquisition of our money lending operation in
November 2016, which was the fair value of consideration exceeding
the fair value of the net identifiable assets of the acquiree. Goodwill is
subject to impairment review periodically.

Impairment loss on goodwill of approximately HK$22,734,000 (2019:
HK$30,290,000) was incurred. This arose from our downward update
on future revenue from money lending operation assumptions based
on negative outlook of Hong Kong economy. Goodwill was valued at
approximately HK$34,632,000 at 31 December 2020.

INVENTORY

The following table sets out a summary of the Group’s inventory
balances as at respective financial position dates below:
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As at As at

31 December | 31 December

2020 2019

RZBZZHF | RZE_FF

+=RA=+—H | +=—A=1+—H

HK$’000 HK$’000

FET TET

Raw materials and consumables R K R 4,051 2,778
Work in progress TR 864 623
Finished goods SR ah 18,999 20,895
23,914 24,296

Less: Provision for loss allowance B BT EEER e BE

of inventories of finished goods (11,943) (9,309)

11,971 14,987

Inventory turnover day FERERE 49 43

The Group’s inventories decreased by approximately HK$3,016,000
or 20.1%, from approximately HK$14,987,000 as at 31 December
2019 to approximately HK$11,971,000 as at 31 December 2020. The
inventory turnover day increased from 43 days as at 31 December
2019 to 49 days as at 31 December 2020. In 2020 certain obsolete
inventories of approximately HK$2,634,000 were impaired.
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TRADE AND BILLS RECEIVABLES

The following table sets out a summary of the Group’s trade and bills
receivables balances as at respective financial position dates below:
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As at As at

31 December | 31 December

2020 2019

R-B-ZFF | RZZT—NF

+=A=+—H8 |+—A=+—H”

HK$’000 HK$’000

FHT FHEIT

Trade receivables B 5 I FkTE 19,136 21,074
Bills receivable JEW IR - 3,025
19,136 24,099

Trade receivables turnover day B ZRRWGIEAE R E 61 48

The Group’s trade and bills receivables decreased by approximately
HK$4,963,000 or 20.6% from approximately HK$24,099,000 as
at 31 December 2019 to approximately HK$19,136,000 as at 31
December 2020. The trade receivables turnover day increased from
48 days as at 31 December 2019 to 61 days as at 31 December
2020, primarily because there were more orders in 2020 derived from
customers who requested for longer credit period.

LOANS AND INTEREST RECEIVABLES

The Group’s loans and interest receivables decreased by
approximately 3.3%, from HK$112,501,000 as at 31 December 2019
to approximately HK$108,762,000 as at 31 December 2020. The
loans receivables as at 31 December 2020 were mainly comprised of
mortgage loans receivables, corporate loans receivables and personal
loans receivables.
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Management Discussion and Analysis

DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES

The Group’s deposits, prepayments and other receivables decreased
by approximately HK$1,036,000 or 7.6% from approximately
HK$13,630,000 as at 31 December 2019 to approximately
HK$12,594,000 as at 31 December 2020, primarily because fewer
trade deposits were placed to our suppliers to purchase raw materials
and finished goods.

TRADE AND BILL PAYABLES

The following table sets out a summary of the Group’s trade and bills
payables balances as at respective financial position dates below:

BEEERWR DT

%% s A RRE A B
I&

AEENRS BNREEMERKIER =
T—h&F+=-A=+—HHK4 13,630,000
TR 471,036,000 T 7.6% E T —F
F+ZA=+—H/A 12,594,000 87T * E*
LR HNAREE REHAIRK G 77 B 4 e
EHNE SRS

BEZRARERENRE

TREFIAEER NISF BN B RN E
HIENFARENRBEHME

As at As at

31 December | 31 December

2020 2019

RIZEZZEF | RZ2—IF

+=A=+—H8 |[+=—A=+—H

HK$’000 HK$’000

FET FET

Trade payables B S FIE 24,651 10,481
Bills payable FANESE = 12,419
24,651 22,900

Trade payables turnover day B 5N BIRRE RS 101 30

The Group’s trade and bills payables increased by approximately
HK$1,751,000 or 7.6% from approximately HK$22,900,000 as
at 31 December 2019 to approximately HK$24,651,000 as at 31
December 2020. The trade payables turnover day increased from 30
days as at 31 December 2019 to 101 days as at 31 December 2020,
primarily due to our request of extending credit period granted by
suppliers.

AEENESENRERENRER-F
—NF+=A=+—HHK# 22,900,000
TCHEAN4T 1,751,000 703K 7.6% E—FT =%
F+=ZA=+—H##24,651,000% 7T °
FERRBEMERXHENERENEER
B O RNFIBREREHA T —NF+H
=+ —HMIOARENE=ZZT_EF+ A
=+—H/101 XK -
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BEEERWR DT

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2020, cash and bank balances amounted
to approximately HK$78,547,000 (2019: pledged bank deposits
and cash and bank balances of approximately HK$104,723,000).
Total lease liabilities of the Group as at 31 December 2020 was
approximately HK$4,975,000 (2019: HK$8,547,000), of which
approximately HK$3,654,000 (2019: HK$5,568,000) would be
repayable within one year and all the remaining lease liabilities of
approximately HK$1,321,000 (2019: HK$2,979,000) would be
repayable after one year.

The current ratio of the Group was approximately 5.27 as at 31
December 2020 (2019: 6.26).

GEARING RATIO

The gearing ratio of the Group, calculated as total lease liabilities over
total equity was approximately 2.1% as at 31 December 2020 (2019:
2.8%).

CHARGE ON ASSETS

The Group did not have any pledge or charge on assets as at 31
December 2020. As at 31 December 2019, the Group’s time deposit
of approximately HK$3,726,000 and building and leasehold land with
net carrying value of approximately HK$5,317,000 were pledged as
securities for the Group’s bills payable.

CONTINGENT LIABILITIES

As at 31 December 2020, the Group did not have any material
contingent liabilities (2019: nil).
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TREASURY POLICY

The Group has adopted a prudent financial management approach
towards its treasury policies and thus maintained a healthy liquidity
position throughout the period under review. The Group strives
to reduce exposure to credit risk by performing ongoing credit
assessments and evaluations of the financial status of its customers.
To manage liquidity risk, the Board closely monitors the Group’s
liquidity position to ensure that the liquidity structure of the Group’s
assets, liabilities and other commitments can meet its funding
requirements from time to time.

FOREIGN EXCHANGE EXPOSURE

The Group derives the majority of its revenue in United States Dollars
(“US$”) while substantial portion of our costs are denominated in
Renminbi (“RMB”). Appreciation of RMB against US$ will therefore
directly decrease the profit margin of the Group if the Group is
unable to increase the selling prices of its products accordingly. If
the Group increases the selling prices of its products as a result
of the appreciation of RMB, it may in turn affect the Group’s
competitiveness against its other business competitors. To the extent
that the Company needs to convert future financing into RMB for
the Group’s operations, appreciation of the RMB against the relevant
foreign currencies would have an adverse effect on the purchasing
power of the RMB amount that the Company would receive from the
conversion.

The exchange rates between RMB and US$ are subject to changes
in the PRC Government’s policies and global political and economic
conditions.

MATERIAL ACQUISITIONS OR DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES

There was no material acquisition or disposal of subsidiaries and
affiliated companies during the years ended 31 December 2020 and
2019.
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THE SUBSCRIPTION AND THE USE OF PROCEEDS

As disclosed in the joint announcement issued by the Company and
New Seres CEFC Investment Fund LP (in liquidation) (“New Seres”)
dated 15 February 2017 (the “Joint Announcement”) and the circular
of the Company dated 10 April 2017 (the “Circular”), the Company
entered into an agreement with New Seres on 26 January 2017
in relation to the subscription of 860,000,000 new shares in the
Company by New Seres (the “Subscription”). The Subscription was
completed on 2 May 2017, raising net proceeds of approximately
HK$195,720,000. Set out below are the details of the utilisation of the
net proceeds from the Subscription during the financial year ended
31 December 2020:

Management Discussion and Analysis

wEEERERIERAR

N A~ &) B2 New Seres CEFC Investment
Fund LP (JB#& ) ([New Seres]) &) H
HAE—T—+F-_A+HANBAE RS (B
ArE]) EARERBAZE—+FHAT
Heysm ek ([ ]) Fr#tsE - A2 715 New
SeresR—_E—tF— A=+ BFx—1%H
%% 0 WA B 8 f New Seres 2 BE K 1 A
860,000,000 BT 7 ([RIBFIE]) - BR

EER-_T—+tFRA-ARK ' BEFE
SEEE4)195,720,000/8 70 © A TEFIREZE

TECEF+ A=+ B BFERE

FIEMRER

Intended use

THFBENEMRFS

of the net
proceeds as Actual
disclosed in use of the net Unutilised net
the Joint  proceeds up to proceeds as at
Announcement 31 December 31 December
and the Circular 2020 2020
BenERk HE-Z-EF R-B-2F
BERfKEE +=-A=+-B t=RA=t-H
FERESRE  WASRETE HAREAME
WE B A% MERRZ MEFHE
HK$’000 HK$'000 HK$'000
THL FAT TAET
() for the development of the loan ) BEALEEMETRE
financing business of the Group £% - BREMRR
including but not limited to:
— the provision of loans of larger — RESELAER 103,432 160,240 Over-utilised of
principal amount and longer term RYED (MIRIBER) HK$56,808
(e.g. mortgage loans) HREEE
56,808 7T
(Note 1)
(Pi3E1)
— the expansion of sales and — HEAXPREEHM 9,000 5,261 3,739
customer service team and R RERE (Note 1)
the overheads for the loan BEBMAZ (B3zE1)
financing business
— the marketing campaign for — BIREEBOEHR 5,000 1,246 3,754
the loan financing business BE (Note 1)
(B3zE1)
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EEENRR DN

Intended use

of the net
proceeds as Actual
disclosed in use of the net Unutilised net
the Joint  proceeds up to proceeds as at
Announcement 31 December 31 December
and the Circular 2020 2020
BenER BE-B-EF R-BZEE
BEfKE +=-A=+t-B t=RA=t-H
FENERE WHEREEE HARERAME
fEtE A MER AR MEFHE
HK$'000 HK$'000 HK$'000
THL THL THL
(i) for the development of (i) AEBESOEFR
the securities and asset BEEEEBNEE
management business BIEETRR
of the Group including
but not limited to:

— the settlement of the — WEEEEARSA 28,900 3,000 25,900
outstanding consideration RENEE (Note 3) (Note 2)
for the Acquisition (KizE3) (FtzE2)

— the business development — EHBHFEFNEEN 11,388 — 11,388
of Prior Securities and $BRE (Note 2)
Prior Asset (HizE2)

— the grant of securities margin — BEARSFBEEN 38,000 — 38,000
financing loans (Note 2)

(f3x2)
195,720 169,747 25,973
Notes: M5E -

As the development of the financing business has exceeded expectation, no
significant additional expenses were expected to be incurred on expansion of
sales and customer service team and marketing campaign, and the unutilised
proceeds as at 31 December 2020 had accordingly been used principally
towards provision of loans to clients.

On 25 January 2017, the Group entered into two sale and purchase agreements
(as supplemented and amended) thereof (the “Agreements”) with a vendor in
relation to the acquisition (the “Acquisition”) of the entire share capital of Prior
Securities Limited (“Prior Securities”) and Prior Asset Management Limited
(“Prior Asset”). The conditions precedent pursuant to the Agreements were not
fulfilled or satisfied by 31 July 2018, being the long stop date of the Agreements,
therefore the Acquisition was not completed and the Agreements were
automatically terminated.

1.

HRBAXGHERCBLESR  HERTPR
BEER R R 2 R B A NG EEEREIN
BR AR -—Z-_TF+_A=1+—BKRHA
FISREEZEERARMEFRHER -
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) NARBBRE (KBEE]) ARESE
RAF (TARES]) RAREEEEARAR
(TAMEE]) W2EBA - BIEZFHE - R
BHR - \FLA=1+—H (AZSHEN
ERAZLEAH) HARETIRE - HLKBEERE
WARTEK - ZEHEBBEL -
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The amount of HK$5,000,000 which represented payments of non-
refundable deposit for the Acquisition was forfeited after the termination of the
Agreements. The forfeiture of the non-refundable deposit was reflected in the
annual result for the year ended 31 December 2018.

The unutilised proceeds, amounting to HK$75,288,000, which were originally
allocated for the development of the securities and asset management
business (including the Acquisition), have been retained by the Group for
its future acquisition(s), and business development and/or working capital
purposes. As there was no suitable merger and acquisition opportunity arising
in the meantime to deploy the unutilised proceeds, the unutilised proceeds
were re-allocated to working capital purposes after 31 December 2019 of
which (i) approximately HK$45,000,000 is for purchase of raw materials
and/or garments for the apparel operation of the Group; (ii) approximately
HK$20,000,000 is for staff costs; (iii) approximately HK$5,000,000 is for
rental and lease payments and; (iv) approximately HK$5,288,000 is for other
operating expenses.

Up to 31 December 2020, of the unutilised proceeds of HK$75,288,000,
(i) approximately HK$45,000,000 was spent in purchasing of raw materials
and/or garments for the apparel operation of the Group; (i) approximately
HK$20,000,000 was spent in staff costs; (i) approximately HK$5,000,000 was
spent in rental and lease payments and; (iv) approximately HK$5,288,000 was
spent in other operating expenses.

3. Up to 31 December 2020, the amount of HK$3,000,000 was utilised which
represented payment of the second non-refundable deposit for the Acquisition in
accordance with the terms of the Agreements.

CAPITAL COMMITMENTS

As at 31 December 2020, the Group did not have any significant
capital commitment (2019: nil).

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2020, the Group had a total of 208 employees
(2019: 293 employees). Total staff costs (including Directors’
emoluments) for the year ended 31 December 2020 were
approximately HK$45,291,000, as compared to approximately
HK$56,481,000 for the year ended 31 December 2019.
Remuneration is determined with reference to market norms as well
as individual employees’ performance, qualification and experience.
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FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

There was no specific plan for material investments or capital assets
as at 31 December 2020 (2019: nil).

FINAL DIVIDEND

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

EVENTS AFTER THE REPORTING DATE

There are no important subsequent events which would materially
affect the Company or the Group after 31 December 2020 and up to
the date of this report.
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Corporate Governance Report
TEERRSE

The Board is pleased to present the corporate governance report for
the year ended 31 December 2020.

CORPORATE GOVERNANCE CODE

The Company has complied with the principles and applicable code
provisions of the Corporate Governance Code (the “CG Code”) as set
out in Appendix 14 of the Rules (the “Listing Rules”) Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) throughout the year except for the deviations as
explained below.

As a result of the resignation of one independent non-executive
Director, the Company failed to meet the requirements of having (i) the
audit committee chaired by an independent non-executive director
and comprising only non-executive directors with a minimum of three
members under Rule 3.21 of the Listing Rules; (i) the remuneration
committee chaired by an independent non-executive director and
comprising a majority of independent non-executive directors under
Rule 3.25 of the Listing Rules; and (iii) the nomination committee
comprising a majority of independent non-executive directors under
code provision A.5.1 of the CG Code, during the period between
7 September 2020 and 2 December 2020. The Company has re-
complied with the requirements of the Listing Rules and met the
terms of reference of the Audit Committee, the Remuneration
Committee, the Nomination Committee and the Corporate
Governance Committee following the changes in composition of the
Board committees of the Company on 3 December 2020.

The Board will keep reviewing and updating its corporate governance
practices from time to time to ensure compliance with legal and
commercial standards. The terms of reference of the Board
committees have been posted on the Company’s and the Stock
Exchange’s websites.

CORPORATE GOVERNANCE STRUCTURE

The Board is primarily responsible for formulating strategies,
monitoring performance and managing risks of the Group. At the
same time, it also has the duty to enhance the effectiveness of the
corporate governance practices of the Group.
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Under the Board, there are four committees, namely Audit
Committee, Remuneration Committee, Nomination Committee and
Corporate Governance Committee. All these committees perform
their distinct roles in accordance with their respective terms of
reference and assist the Board in supervising certain functions of the
senior management.

THE BOARD AND BOARD COMMITTEES

As at the date of this report, the Board comprises 5 Directors and
their respective roles are set out as follows:

EXECUTIVE DIRECTORS

TIN Yat Yu Carol (Chairman)
CHEUNG Ka Lung

INDEPENDENT NON-EXECUTIVE DIRECTORS

TANG Shu Pui Simon
HON Ming Sang
LO Wing Sze

DUTIES OF THE BOARD AND MANAGEMENT

Duties of the Board

The Board is primarily responsible for overseeing and supervising the
management of the business affairs and the overall performance of
the Group. The Board sets the Group’s values and standards and
ensures that the requisite financial and human resources support
are in place for the Group to achieve its objectives. The functions
performed by the Board include but not limited to formulating
the Group’s business strategies, reviewing the Group’s financial
performance and results, deciding all significant financial and
operational issues and monitoring, reviewing the Group’s internal
control system and corporate governance; and all other functions
reserved to the Board under the Company’s articles of association (the
“Articles”).
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Duties of the Management

In addition, the Board delegates to the Group’s management certain
functions including (i) the implementation of general daily operation
and strategies approved by the Board; (ii) the implementation of
internal control procedures; and (jii) ensuring compliance with relevant
requirements and other rules and regulations.

Pursuant to Rules 3.10(1) and 3.10(2) of the Listing Rules, the
Company has appointed 3 independent non-executive Directors. All
of them have appropriate professional qualifications or accounting or
related financial management expertise.

Save as otherwise disclosed in this annual report, the Board
members have no financial, business, family or other material/relevant
relationships with each other. All the Directors carry out their duties
in good faith and in compliance with applicable laws and regulations,
making decisions objectively and acting in the interests of the
Company and its shareholders at all times.

The Company has received from each independent non-executive
Director an annual confirmation of his independence pursuant to Rule
3.13 of the Listing Rules and the Board considers them independent.

Biographies of all Directors are listed in the section headed
“Biographical Details of Directors and Senior Management” set out
on pages 10 to 15.

CHAIRMAN AND DEPUTY CHIEF EXECUTIVE
OFFICER

Ms. TIN Yat Yu Carol, the chairman, has provided leadership for
the Board and ensures that the Board works effectively and that all
important issues are discussed in a timely manner.

Mr. CHEUNG Ka Lung, the deputy chief executive officer of the
Company, is responsible for managing the Group’s day-to-day
businesses and implementing major strategies and policies of the
Group.

The positions of the chairman and the deputy chief executive officer
are held by separate individuals so as to maintain an effective
segregation of duties.
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BOARD MEETINGS AND GENERAL MEETINGS

The Board meets regularly for reviewing and approving the financial
and operating performance of the Group, and considering and
approving the overall strategies and policies of the Group. Additional
meetings are held when significant events or important issues are
required to be discussed and resolved.

The Company held 4 Board meetings and one annual general
meeting (*“AGM”) and nil extraordinary general meetings (“EGM”)
throughout the year. During the year, the chairman held a meeting
with the independent non-executive Directors without the presence of
other Directors.

The attendance records of individual Directors are set out as follows:

meetings attended/

PREARE

ESEEBRRBRRAE

ExeriaFeaEl I EREENM
BREERE  TERBIIEREENER
REE MR - RANWERREAFHAE

AR SRR RS -

EFEARRCRIT4REFESE - — AR
RBFRE ((BRRBEFAE]) M EETT
EAERRENARE ([BREHIAE]) - R
AEE  TFEBIIIFNTESRIT-RE
& MEEMERHE -

EREEHFECEIEINT

Number of Number of
AGM attended/ EGM attended/
eligible to attend  eligible to attend  eligible to attend

EZESHLE/ RRBFASHE/ RRBHASHRE/

Number of Board

RERBERE  SERLERE  SEBLRERY
EXECUTIVE DIRECTORS: #irEs:
TIN Yat Yu Carol (Chairman) B () 444 1/1 00
CHEUNG Ka Lung KX 4/4 il 00
GUO Lin (resigned on 11 January 2021) I (R=F=-F-A+—HER) 44 1/1 0/0
JANG Mingsheng (resigned on 11 January 2021) %834 (R-Z-—5—F+-BER) 44 1/1 0/0
JIANG Tianging (resigned on 11 January 2021) BiEE (W=Z=-5-A+-HER) 44 1/1 0/0
INDEPENDENT NON-EXECUTIVE DIRECTORS:  BuF#TES !
TANG Shu Pui Simon Mg 44 1 000
HON Ming Sang 7 444 1/1 00
LO Wing Sze (was appointed on 22 January 2021)  B#:s (W-E-—F—-A-T-REZ{) 0/0 0/0 0/0
LYU Hongbing (resigned on 7 September 2020) BAE (RZE-SENALAER) 33 1/1 0/0
WU Fel (resigned on 18 January 2021) R (R=Z=-F-A+)\HER) 44 1/1 0/0

DIRECTORS’ CONTINUOUS PROFESSIONAL
DEVELOPMENT

According to code provision A.6.5 of the CG Code, all Directors
should participate in continuous professional development to develop
and refresh their knowledge and skills to ensure that their contribution
to the Board remains informed and relevant.

Every newly appointed Director is provided with a comprehensive
induction and information to ensure that he/she has a proper
understanding of the Company’s operations and businesses as
well as his/her responsibilities under the relevant laws, rules and
regulations.
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The development and training of Directors are an ongoing process
so that the Directors can perform their duties appropriately. The
Directors are provided with periodic updates on the Company’s
performance, position and prospects to enable the Board as a whole
and each Director to discharge their duties. In addition, the Directors
are encouraged to participate in continuous professional development
to develop and refresh their knowledge and skills to ensure that
they continue to make contribution to the Board in an informed and
relevant manner.

The chart below summarises the participation of the individual

Directors in continuous professional development during the year
ended 31 December 2020 and up to the date of this report:

Name of director

EERRLMFIIR—EFENBE - AEE
FHEMEEWEITRE - ARFEHNRES
RHUEABEARRRR - WRAMAIRZ&HE
B NEEESRRBAEREEIETH
BE - s ARRZEEREFTLERE
BEER URAREFRRSEZMHRK
Be o EMBERRSFEEHESTSELABNR
HHEAERE °

TR S EEFHE T _EF+ - A
— Tt HIFEMEEAREAH2EEFE
BHEBRRMNBN

Participated in
continuous professional
development *

EEfH SHISESERRE *

EXECUTIVE DIRECTORS: HITES .

TIN Yat Yu Carol (Chairman) B—1F (F/F) v

CHEUNG Ka Lung REKHE v

GUO Lin ZBHR v
(resigned on 11 January 2021) (RZZE=—F—HA+—H#R)

JIANG Mingsheng ZHE v
(resigned on 11 January 2021) (RZZE=—F—A+—H#)

JIANG Tianging BES v
(resigned on 11 January 2021) (R=ZE=——F—HF+—H#&k)

INDEPENDENT NON-EXECUTIVE BYFHTES !
DIRECTORS:

TANG Shu Pui Simon BB S v

HON Ming Sang A v

LO Wing Sze B KT v
(was appointed on 22 January 2021) (RZZE—F—HZ+-HEZT)

LYU Hongbing BAL v
(resigned on 7 September 2020) (RZZE=FTF A BER)

WU Fei R 4
(resigned on 18 January 2021) (RZZE=—F—A+/\HER)

* Attend seminars/conferences/forums/briefings/workshops/programmes; and/or ~ * LR EERE  CEERIETTNEER

read materials relevant to the business, director’s duties, corporate governance
or regulatory updates, etc.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

Each of the executive Directors and independent non-executive
Directors has entered into a service contract or a letter of
appointment (as the case may be) with the Company for a period of
three years.

In accordance with the Articles, one-third of the Directors are subject
to retirement by rotation or, if their number is not three or a multiple
of three, then the number nearest to but not less than one-third shall
retire from the office and being eligible offer themselves for re-election
provided that every Director shall be subject to the retirement by
rotation at least once every three years. A new Director is subject to
re-election by the shareholders at the first general meeting after his or
her appointment in accordance with the Articles.

In accordance with article 83 of the Articles, Ms. LO Wing Sze JP will
hold office until the first general meeting after her appointment and,
being eligible, offer herself for re-election.

In accordance with article 84 of the Articles, Mr. TANG Shu Pui Simon
and Mr. HON Ming Sang will retire from office by rotation and, being
eligible, offer themselves for re-election at the forthcoming AGM.

NOMINATION COMMITTEE

The Board established the Nomination Committee on 22 November
2018. The Nomination Committee currently consists of one executive
Director, namely Ms. TIN Yat Yu Carol and two independent non-
executive Directors, namely, Mr. TANG Shu Pui Simon and Mr. HON
Ming Sang. Ms. TIN Yat Yu Carol is the chairman of the Nomination
Committee.

The main duties of the Nomination Committee include, among others:

- reviewing the structure, size and composition of the Board;

making recommendations to the Board on relevant matters
relating to the appointment or re-appointment of Directors; and

identifying suitable and qualified individuals to join the Board.
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Throughout the year, 2 meetings of the Nomination Committee were
held and the attendance records of individual committee members
are as follows:

Number of Meetings
attended/eligible to attend

TIN Yat Yu Carol 0/0
(was appointed on 18 January 2021)

TANG Shu Pui Simon 2/2

HON Ming Sang 2/2

GUO Lin 2/2
(resigned on 11 January 2021)

JIANG Tianging 2/2
(ceased since 3 December 2020)

LYU Hongbing 11

(resigned on 7 September 2020)

During the year, the Nomination Committee performed the following
work:

- provided the recommendation to the Board with respect to the
change in composition of Board committees;

- reviewed the structure, size and composition of the Board with
reference to the Company’s board diversity policy;

- reviewed the proposed re-election of the retiring Directors at the
AGM held on 20 May 2020;

- reviewed the confirmations of independence from the
independent non-executive Directors; and

- after due consideration, made recommendations in respect of
above reviews to the Board for approval.

Nomination Policy

The Board has established a set of nomination policy setting out
the approach to nominate suitable candidates to the Board for it to
consider and make recommendations to shareholders for election
as Directors at general meetings or appoint as Directors to fill casual
vacancies. The criteria of nomination have been considered from a
number of aspects, including but not limited to, skills, experience,
qualifications and aspects as detailed in the board diversity policy.
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During this year, the Company reviewed its nomination policy for a
formal, considered and transparent procedure to help identifying
and nomination of candidates for Directors. All valid nomination
of candidates, accompanied with biographical details, would be
presented to the Board for consideration. Consideration would be
given to factors such as the candidate’s integrity, experience and
qualifications relevant to the Group’s business. It is believed that
members of the Nomination Committee collectively would have
required relevant knowledge and skills to identify, invite and evaluate
qualifications of nominated candidates for directorship.

The process of our appointment and re-election of Directors are as
follows:

Potential new Directors are identified and considered for appointment
at any time by the Board upon the recommendation of the Nomination
Committee. Nomination Committee considers the candidates based
on merit having regard to the knowledge, experience, skills and
expertise as well as the overall board diversity which, in the opinion of
the Directors, will enable them to make positive contributions on the
performance of the Board and makes recommendations to the Board
as appropriate. Emoluments of new Directors will be considered by
the Remuneration Committee.

Board Diversity Policy

The Board has established a set of board diversity policy setting
out the approach to achieve diversity on the Board with the aims of
enhancing Board’s effectiveness and corporate governance as well
as achieving our business objectives and sustainable development.
Board diversity has been considered from a number of aspects,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, required expertise,
skills, knowledge and length of service.

SRERRE

RAER > RRAFCEHNHEREZZESR
R A—EEN  EERRBEANEFHR
BRI RIRBREENREA - IBREAZE
BERRZERRSFARE  HR2EFES
AHER - FHSMIREAZME - EAS
BEGHBZERIEESERARIELERS °
ARRIRERAZ BN EOHERE A
BN EE B - B MBI R IRE
ANEREFZEME -

FESEEREHEENRFET

EEENERR B ORRRERIEBLH
EENEEZRI - REZESREEERER
HAE - &% BERBERULEEESS
ZTEHSREHEFTE 2R RFHEERE
BOEHZEREAN  YNEERRNEES
REHBER - TEEZHFMKHFTMEE
LR -

EFEZNIBE

EXSCHTEFE S LERE 8IS
ExgEdz ittt EHREAES
BREREEEL  BRAEXEBERLAIUFNE
TR -EFENEZTLREZEE@MAEZ
B BRERESRRUER - Fik - ERHE
ER Bk EXER MHEET - &EE -

N Ko BRA% S HY o

Annual Report 2020 %R @7



Corporate Governance Report
TEERRSE

The current Board consists of a diverse mix of Board members
appropriate to the business needs of the Company, which is briefly
set out below:

Executive Director
Independent non-executive Director

Designation

Skills, knowledge
and professional
experience Note)

Accounting

Business Investment
Compliance

Corporate Management
Entrepreneurial

Finance

Financial Management
Legal

Trading

Academic background Bachelor’s degree
Master’s degree

Note: Directors may possess multiple skills, knowledge and professional experience.

REMUNERATION COMMITTEE

The Board established the Remuneration Committee on 22
November 2013. The Remuneration Committee currently consists
of one executive Director, namely Ms. TIN Yat Yu Carol and two
independent non-executive Directors, namely, Mr. TANG Shu Pui
Simon and Mr. HON Ming Sang. Mr. TANG Shu Pui Simon is the
chairman of the Remuneration Committee.

The main duties of the Remuneration Committee include, among
others:

- formulating remuneration policy for approval by the Board,
which shall take into consideration factors such as salaries paid
by comparable companies, time commitment, employment
conditions, and responsibilities, and individual performance of
the Directors and senior management; and

- ensuring none of the Directors determine their own
remuneration.
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Throughout the year, one meeting of the Remuneration Committee
was held and the attendance records of individual committee
members are as follows:

Number of Meetings
attended/eligible to attend

TIN Yat Yu Carol 0/0
(was appointed on 18 January 2021)

TANG Shu Pui Simon 1/1

HON Ming Sang 1/1

GUO Lin 1/1
(resigned on 11 January 2021)

JIANG Tianging 1/1
(resigned on 11 January 2021)

LYU Hongbing 1/1
(resigned on 7 September 2020)

WU Fei 0/0

(was appointed on 3 December 2020,
resigned on 18 January 2021)

During the year, the Remuneration Committee performed the
following work:

- reviewed the performance of the Directors and senior
management, and made recommendations as to their
discretionary bonus and remuneration package;

- reviewed the remuneration policy and annual bonus policy; and

- after due consideration, made recommendations in respect of
above reviews to the Board for approval.

CORPORATE GOVERNANCE COMMITTEE

The Board established the Corporate Governance Committee on 22
November 2013. The Corporate Governance Committee currently
consists of one executive Director, namely Ms. TIN Yat Yu Carol and
two independent non-executive Directors, namely, Mr. TANG Shu Pui
Simon and Mr. HON Ming Sang. Ms. TIN Yat Yu Carol is the chairman
of the Corporate Governance Committee.
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The main duties of the Corporate Governance Committee include, TXEARZEENETEHERIE (Hb B

among others: &) -

-  developing and reviewing the Group’s policies and practices -  #lE MBI AEENEEABREE
on corporate governance and making recommendations to the BRI MEESREHEBEE
Board;

- reviewing and monitoring the training and continuous - BRI KEREZREREEENEIIR
professional development of Directors and senior management; FREEERR

- reviewing and monitoring the Group’s policies and practices on - wef MERAEEEETEAREREER
compliance with legal and regulatory requirements; EEMNBERER

- developing, reviewing and monitoring the code of conduct -  #IF * Bl REREENEFHANE
and compliance manual (if any) applicable to employees and FEBRERFM (WE) &

Directors; and

- reviewing the Group’s compliance with the CG Code and - B AEEETHEETRIRBEELEE
disclosure in the Corporate Governance Report. AR o

—REFEARZEggHEMER

Throughout the year, one meeting of the Corporate Governance [
EXEHLFE RSN T

2\

+
Committee was held and the attendance records of individual % &
committee members are as follows:

S 5
m 3

Number of Meetings HEBEE
attended/eligible to attend HESERE
TIN Yat Yu Carol 00 H—#& 0/0
(was appointed on 18 January 2021) (RZZE=—F—A+/\HEZE)
TANG Shu Pui Simon 11 BREE 1/1
HON Ming Sang 11 FRERAE 1/1
GUO Lin 171 ZOAK 11
(resigned on 11 January 2021) (RZZE-—F—A+—BH#R)
JIANG Tianging 11 BES 11
(ceased since 3 December 2020) (BZZ=ZTF+-A=H#ET)
LYU Hongbing 171 Bix 11
(resigned on 7 September 2020) (RZZEZZTFNAEHFR)
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During the year, the Corporate Governance Committee performed the
following work:

reviewed and monitored the policies and practices of the Group
on corporate governance;

- approved the Corporate Governance Report and the
Environmental, Social and Governance Report of the previous
reporting year;

- reviewed and monitored the training and continuous
professional development of Directors; and

- after due consideration, made recommendations in respect of
above reviews to the Board for approval.

AUDIT COMMITTEE

The Board established the Audit Committee on 22 November 2013.
The Audit Committee currently consists of three independent non-
executive Directors, namely, Mr. TANG Shu Pui Simon, Mr. HON Ming
Sang and Ms. LO Wing Sze Jp. Mr. HON Ming Sang is the chairman
of the Audit Committee.

The main duties of the Audit Committee include, among others:

- monitoring the integrity of the Company’s financial statements,
annual and interim financial reports, and to review significant
financial reporting judgments and accounting policies contained
therein;

- satisfying themselves as to the effectiveness of the risk
management and internal control systems of the Group and as
to the adequacy of the external and internal audits;

- making recommendation to the Board on the appointment,
re-appointment and removal of the external auditor, and to
approve the remuneration and terms of engagement of the
external auditor; and

- reporting the findings and making recommendations to the
Board on a regular basis.
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Throughout the year, two meetings of the Audit Committee were held
and the attendance records of individual committee members are as
follows:

Number of Meetings
attended/eligible to attend

TANG Shu Pui Simon 2/2

HON Ming Sang 2/2

LO Wing Sze 0/0
(was appointed on 22 January 2021)

LYU Hongbing 2/2
(resigned on 7 September 2020)

WU Fei 0/0

(was appointed on 3 December 2020,
resigned on 18 January 2021)

During the year, the Audit Committee performed the following work:

reviewed the re-appointment and remuneration of BDO Limited
as the Group’s auditor;

- reviewed the Group’s risk management and internal control
systems;

- reviewed the annual and interim financial statements, reports,
and results announcement of the Group prior to publication;

- reviewed the previously classified continuing connected
transaction of the Company in view of the changing accounting
standards and sought professional firm’s final view on the
Company’s reporting obligation; and

- after due consideration, made recommendations in respect of
above reviews to the Board for approval.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for preparation of the
consolidated financial statements of the Group for the year ended
31 December 2020, which give a true and fair view of the state of
affairs of the Company and the Group’s results and cash flows for
the year then ended and properly prepared on a going concern
basis in accordance with the applicable statutory requirements and
accounting standards.
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The Directors were not aware of any material uncertainties which
may affect the Group’s business or cast significant doubt upon the
Group’s ability to continue as a going concern.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) set out
in the Appendix 10 of the Listing Rules as the code of conduct for
dealing in securities of the Company by the Directors. The Company
has confirmed, having made specific enquiry with each of the
Directors, that all the Directors have complied with the Model Code
throughout the year.

The Board has also adopted written guidelines based on the Model
Code for relevant employees of the Group in respect of their dealings
in the Company’s securities.

RISK MANAGEMENT AND INTERNAL CONTROL

The Group highly values the importance of internal control and risk
management for the smooth running of its business. The Board is
responsible for maintaining sound and effective risk management
and internal control systems in order to safeguard the interests of the
shareholders and the assets of the Company against unauthorised
use or disposition, ensuring maintenance of proper books and
records for the provision of reliable financial information, and ensuring
compliance with the relevant rules and regulations.

The process used by the Group to identify, evaluate and manage
significant risks are twofold:

Internally, the Corporate Governance Committee closely monitors
the effectiveness of the Group’s risk management and internal
control systems and reports to the Board regularly. The Corporate
Governance Committee shall report to the Board immediately once
any non-compliance issues are noted.

Externally, the Company engages an independent external assurance
provider to perform the internal audit function, who is responsible for
carrying out the analysis and independent appraisal of the adequacy
and effectiveness of the Group’s risk management and internal
control systems.
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For the year ended 31 December 2020, the Board conducted an
annual review of its risk management and internal control systems
and reviewed the reports issued by the independent external
assurance provider. The annual review considered the adequacy
of resources, staff qualifications and experience etc. of the Group’s
accounting, internal audit and financial reporting functions. The main
features of the Group’s risk management and internal control systems
include financial, operational and compliance controls.

The Board is of the view that the Group’s risk management and
internal control systems are effective and adequate. The Board
will continue to assess the effectiveness of its risk management
and internal control systems by considering reviews and
recommendations made by the Corporate Governance Committee
and senior management.

PROCEDURES AND INTERNAL CONTROLS FOR
HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

The Group acknowledges its responsibilities under the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) and
the Listing Rules and the overriding principle that inside information
should be announced immediately when it is the subject of a
decision. The procedures and internal controls for the handling and
dissemination of inside information are as follows:

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

- the Group regulates the handling and dissemination of inside
information to ensure inside information remains confidential
until the disclosure of such information is appropriately
approved. Inside information is restricted to relevant parties on
a need-to-know basis so as to ensure confidentiality;

- the Group strictly prohibits unauthorised use of confidential or
inside information;
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Corporate Governance Report

- the Group has also implemented procedures to guard against
possible mishandling of inside information within the Group
including notification of regular blackout period and securities
dealing restrictions to Directors and relevant employees; and

- the Group keeps the Directors and employees appraised of the
latest regulatory updates on disclosure requirements of inside
information.

DIRECTORS AND OFFICERS LIABILITY INSURANCE

Promoting good corporate governance and managing enterprisewide
risk is a top priority of the Company. The Company is convinced that
corporate governance and Directors and Officers Liability Insurance
(the “D&O Insurance”) complement each other. The Company has
arranged appropriate D&O Insurance coverage on Directors’ and
officers’ liabilities in respect of legal actions against the Directors and
senior management arising out from corporate activities. The D&O
Insurance will be reviewed and renewed annually.

COMPANY SECRETARY

The Company has engaged and appointed Ms. WONG Ka Man, a
representative from an external secretarial service provider, as the
company secretary of the Company. Ms. Wong has duly complied
with the relevant professional training requirement under Rule 3.29 of
the Listing Rules.

The primary contact person with the company secretary of the
Company is the deputy chief executive officer of the Company.

AUDITOR REMUNERATION

For the year ended 31 December 2020, remuneration payable to the
auditor of the Group is approximately HK$750,000 for audit services.

CONSTITUTIONAL DOCUMENTS

During the year ended 31 December 2020, there is no change to the
memorandum and articles of association of the Company, the latest
version of which is available on both the websites of the Company
and the Stock Exchange.
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TEERRSE

SHAREHOLDERS’ RIGHTS

In accordance with the Articles, shareholders holding not less than
10% of the paid up capital of the Company can convene an EGM
by written requisition to the Board or the company secretary of the
Company. In addition, shareholders can raise any questions relating
to published information and latest strategic plan of the Group with
the Directors. Shareholders are encouraged to participate in general
meetings or to appoint proxies to attend and vote at meetings for and
on their behalf if they are unable to attend the meetings. Shareholders
can also submit enquiries to the management and send proposals
to be put forward at shareholders’ meeting to the Board or senior
management by sending e-mails to ir@cefcfi.com.hk.

DIVIDEND POLICY

The Company has adopted a dividend policy setting out the
principles and guidelines in relation to declaration, payment or
distribution of its net profits as dividends to the shareholders. The
distribution of dividend will be considered and determined by the
Board based on the Group’s operating results, cash flow, financial
position, business prospects, and statutory and regulatory restrictions
relating to dividend distributions as well as other factors that the
Board considers appropriate.

INVESTOR RELATIONS

The Board recognises the importance of good communications with
all shareholders. The Company believes that maintaining a high level
of transparency is a key to enhance investor relations. The Company
is committed to a policy of open and timely disclosure of corporate
information to its shareholders and public investors.

The Company maintains various communication channels with
its shareholders and the investment public to ensure that they are
kept abreast of the Company’s latest news and development. The
Company updates its shareholders on its development, financial
results and major events through its annual and interim reports. All
published information is promptly uploaded to the website of the
Company at www.cefcfi.com.hk.
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Environmental, Social and Governance Report

The Board is pleased to present this report on environmental, social
and governance (“ESG”) which set out the Group’s support to various
sustainable development efforts and ESG concepts, visions and
policies during the year ended 31 December 2020 (“the Year”).

Scope of the Report

The ESG Report mainly describes the environmental and social
policies of the core businesses of the Group in the PRC and Hong
Kong, comprising design, manufacturing and trading of apparel
products, and money lending business. The Group continues to take
the environmental and social performance of the manufacturing plant
in Jiaxing, China (“Jiaxing Plant”) and three offices in Hong Kong as
the disclosure focus of the environmental and social key performance
indicators. For details about the Group’s corporate governance,
please refer to the Corporate Governance Report on pages 32 to 48.

Reporting Principles

The ESG Report is compiled in accordance with the Environmental,
Social and Governance Reporting Guide (“ESG Guide”) under
Appendix 27 to the Main Board Listing Rules issued by the Stock
Exchange, which applies the reporting principles of materiality,
quantitative, balance and consistency.

Comment and Feedback

We value your views on this report, and please email any comment or
suggestion on the report to: info@cefcfi.com.hk.

ESG MANAGEMENT APPROACH

The Group is committed to the implementation of corporate goals
and visions as well as the active fulfilment of social responsibilities.
We have developed ESG management approach to benefit all
stakeholders, contribute to society and protect the environment
under the principle of sustainable development. In the meantime, the
Group values the opinions of different stakeholders, which are taken
as the basis for the development of our sustainable development
policies. We are committed to communicating with stakeholders in a
diversified way, understanding and trying our best to respond to their
expectations and requirements, so as to improve our performance in
ESG.
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Governance Framework of ESG

For the sake of effective top-down implementation of sustainable
development strategy, the Group has developed an independent
internal control and risk management framework with the Board,
deputy chief executive officer and senior management of the
Company as the core. Moreover, we will review and adjust relevant
sustainable development policies from time to time to understand
and meet the expectations and needs of different stakeholders.

The ESG governance framework of the Group is as follows:

Board of Directors

° Developing and approving the Group’s development and business
strategies, policies, annual budget and business plan; and

o Reviewing, tackling and reporting all environmental and social
issues under the subject areas and aspects of the ESG Guide.

g
Deputy Chief Executive Officer

° Executing the duties entrusted by the Board, including the overall
strategies and approach on operational, financial, environmental
and social issues and obligations;

° Analysing and establishing key performance indicators; and

° Coordinating with the objectives, visions and policies of the Group
to carry out supervision and continual actions.

v

Senior Management

° Leading and supervising the implementation of sustainable
development objectives and policies of the Group.

v

Business Unit

° Coordinating and implementing ESG policies and measures of the
Group at different stages of business operations.

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)
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Environmental, Social and Governance Report

Stakeholders Engagement

The management and staff from various departments of the Group
jointly prepare the ESG Report of the Year and assist the Group in
reviewing its operating conditions. The solicitation of views from the
management and other staff enables the Group to identify major
issues at the environmental and social levels and make relevant
disclosure and response in the ESG Report.

Expectations and

RIE - HENRERESE

FESHE

AEBENEEELEHPIREXREEARSF
EHESGHE » I 1 B AN &R B i et & & AR
e REBBBEREEBMEMETHE
R BRREMMEEERNEEZE AN
ESG$R&H EHERA R FE M O fE -

W

Ways of Communication and

Stakeholder Requirements Response
BoE RREEERE R BEEDESN
Government and e Abiding by national and regional e Timely reporting of information
Regulatory Authorities policies, laws and regulations ERFIE R R
R AT ERBS B BT RIR B[R BUR ROAREH *  Ongoing communication with
* Promoting local employment regulatory authorities
EENM T B FHEREERIBEER
® Paying taxes on time ® |nspection and supervision
R B mEREE
Shareholders * Returns e General meetings
IR (B %R RERAE
e  Compliant operation e Company announcements
BREE NCIVNGS

e |mproving information
transparency and effective
communication

BAERMARARE

Partners e Business integrity
BIERH LS
e Due performance of contracts
B11a4
e Mutual benefit and win-win result
ERIEY

Customers e High quality products and services

S B 5 A mn B RS
e Health and safety
Ee e
e Business integrity
WIEHE
e Due performance of contracts
BITEH)

e E-mail, telephone communication
and company website
BH - FEBIAKL QR

e Business communication
[ELY3E]
e Negotiation and cooperation

AMATE

e Customer service center and hotline
PRI OFIEER

e Customer communication meetings
BRBREE
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R HERE

ARE

Expectations and

Ways of Communication and

Stakeholder Requirements Response
BHE A EER BEEEERN
Environment e Discharge in compliance e Communicating with
R with standards local environmental authorities

EIZBER HE M IRIF A PISN

® Energy conservation and
emission reduction

B BERBE
Staff e (QOccupational health e Staff communication meetings
BT BRI R BT ERE

Community and the General
Public
R RAR

e Remuneration and benefits
i F|

e |Improving community environment
MEMRIRIE
e Participating in public welfare
undertakings
E YN E S 3
e |nformation disclosure and
transparency
B RFEARA
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Environmental, Social and Governance Report

GREEN OPERATION

The Group adheres to the approach of “observing environmental
protection regulations, raising environmental awareness,
emphasizing pollution prevention, optimising resource utilisation,
striving to conserve energy and reducing consumption, continuous
improvement” during apparel manufacturing to shoulder the social
responsibility of environmental protection. Besides, the Group strictly
abides by environmental laws and regulations enacted by the country
and local environmental department, including but not limited to the
Environmental Protection Law of the People’s Republic of China,
Water Pollution Prevention and Control Law of the People’s Republic
of China, Atmospheric Pollution Prevention and Control Law of the
People’s Republic of China, Law of the People’s Republic of China
on the Prevention and Control of Environmental Pollution by Solid
Wastes and Law of the People’s Republic of China on Promoting
Clean Production, as well as carries out close monitoring on activities
with potential impact on the environment so as to have a solid grasp
of the impacts of the operation on the surrounding environment, and
fuffill its responsibilities and obligations of environmental protection.

During the Year, no violation of relevant environmental laws and
regulations was involved or discovered by the Group.

Environmental Management System

The Group has established an environmental management system,
including but not limited to relevant systems and procedures such
as environmental management, pollution control management and
solid waste management. The environmental management system
is composed of four parts of “planning, implementation, inspection
and correction, and review”. The environmental management
objectives, indicators and plans shall be strictly implemented within
each department upon approval, and managers shall be responsible
for supervising and inspecting the implementation of the plan.
The Group also holds regular environmental management review
meetings to ensure the effective implementation of environmental
approach, objectives, indicators and plans to maintain the continuous
applicability, adequacy and effectiveness of the environmental
management system. Environmental protection report is an important
part of the environmental management review meeting, which enables
the Group to understand, research and resolve major environmental
issues in a timely manner.
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R - HERERHRE

The environmental management system of the Group is as follows:

Planning

e

Identifying, assessing
and confirming significant
environmental aspects;
Bl A RERERIR
SPS S,

Identifying applicable laws,
regulations and other
requirements; and
BRBREVER  EFRK
HMER &

Formulating environmental
objectives, indicators
and plans.
HIERIR AR - H51R K

TR

Implementation
Bift

Practising environmental
objectives, indicators and
plans according to its
responsibilities by each unit;
BEARBEABEERR
EEE - BENNE

Providing staff training on
relevant laws, regulations and
environmental approach; and
RE|BRERER MR

FEENEITHEI : &

Implementing emergency
preparedness and
response measures.
B ERTE RN
Y% -

Inspection and
Correction

mEHEMYIE

Monitoring and measuring
activities with potential
significant environmental
impacts;

AR EAEARRETE
BEBETTERIFIRE |

Carrying out compliance
evaluation and internal audit
at least once a year; and
BFEETRL—REHRY
FHE RAESEZ 0 &

Investigating and dealing
with non-compliance
and taking measures to
reduce impact.
AEMBEIERBER

REBERNRFERBRWT

Review

E

Holding at least
one environmental
management review
meeting every year.
BERPRL—IRRIRE
BIESE -

RGBT E -

During the Year, Jiaxing Plant conducted environmental management AFE @ REBEH 2 EBETHET TIREE
knowledge training for all employees in order to increase their A - LUR M FIRERRER - 754
knowledge in environmental management, pollution control 1% il & FE 1 [E 88 55 ¥) & 2 55 75 [ A &% X2 N
management and solid waste management, as well as to deepen AKX FH AFIRFRIZHN THE - WHETO
their understanding of internal environmental regulations. Also, oral & * AR B TREZEIRRE IR AN
test was conducted to ensure that employees have understood the

knowledge in environmental management.
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Emissions Management

The Group has been committed to environmental protection to
reduce emission and waste during production and operation by
adopting clean energy and controlling resource consumption
as much as possible, and has spared no effort in environmental
protection over the years. Jiaxing Plant has taken measures to
reduce emissions and is committed to reducing greenhouse gas
emissions. The Group also provides training on pollution prevention
for staff to fulfill its environmental protection responsibilities. The daily
operations of the Group are mainly located in offices and plants, and
the production process only includes cutting, sewing and apparel
manufacturing processes, so no significant amount of exhaust gas or
other air pollutants with significant impact on the environment will be
generated. In addition, the Group’s exhaust gas emission was mainly
derived from vehicle use and the data of relevant exhaust emissions
are as follows:

RIE - HENRERESE

BRI ER

AEB-—BEHNRERE  ZBARKAR
BEERNIERIEREE - WD EENK
LBETFOHFBARE - ZFR - AKER
RERFTHE R TNEHRN - REBEER
HUBHHENE - BN PR =R - A&
Br S B TIRHABEG RIS LANEI
NETTRERENSE - AEENRFEE
TBUNBRELRE  MEEBRERBRE
B B4 BEXREIRF - ARAEELRXR
ERRMHEMHRBEAEATENERITR
W) o REBEHERIENEZRNEREM
REAERAEEEI T

Exhaust Gas Emissions Unit 2020 2019
BERBER B —ECEF —T-NF
Nitrogen oxides kg 30.62 60.10
ga=Rl ) T

Sulfur oxides kg 0.15 0.27
TE=X1 a7 =

Particulates kg 1.16 3.06
EER R ) T

O
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R - HERERHRE

The greenhouse gas emission of the Group mainly comes from  ASEEEAZE R EH N E Z R B EFWLELE
vehicle fuel consumption, purchased electricity consumption and & * JNEE N EFEREEZIK - AEERE
employees’ business travels. The greenhouse gas emission data of — REEHEMEIET -

the Group are as follows:

Greenhouse Gas Emission Unit 2020 2019
BB By —E-®F T AfF
Total greenhouse gas emission tCO.e 327 515
RERBHNES WS tiREE
Scope 1: Direct emissions tCOe 24 45
EE— : BEHEN W _S(rIRE &
Scope 2: Energy indirect emissions tCOe 271 380
#E_ - gLIREEBEN WS tiREE
Scope 3: Other indirect emissions tCOe 32 90
E= : HhEEHER WE—SbIRE 2
Greenhouse gas emission intensity t CO,e/employee 1.74 1.85
BERBNEE WE_E(iEEBE
Wastewater Management REKERE

The production process of the Group only includes cutting, sewing, ASEREEBRIER BIEHE - #84) - £
apparel manufacturing and other processes, so the Group does not  FILF » WAF R AEEREKEEN o NEE MR
involve the discharge of production wastewater. The discharged — HFEVEEK EZREIEREK - RERFEAE
wastewater by the Group is mainly domestic wastewater. The — ARAEEEE/KEPEE 2B #BIR R HE A T
domestic wastewater generated by the Jiaxing Plant is discharged B4R + B4 BT 5/KEIR AR LUR D ¥ 3R
into the municipal pipelines equipped with filter facilities and treated  FHIFE ©

by the wastewater treatment station to reduce the impact on the

environment.
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Waste Management

The Group has developed policies with regard to solid waste
management, collected waste separately in various departments
and working unit so as to improve recycling. In addition, the random
stacking of solid waste is strictly prohibited, while non-hazardous
and hazardous wastes that cannot be reused must be collected and
handled by qualified units. With effective waste disposal strategies
and policies, the Group has minimised the environmental risks and
impacts caused by waste. During the Year, the non-hazardous
wastes generated by the Group are mainly domestic wastes, paper,
kitchen wastes and production wastes, including waste cloth
and waste electric wires. 348 tonnes (2019: 360 tonnes') of non-
hazardous wastes were generated by the Group during the Year, with
an average of 1.85 tonnes (2019: 1.29 tonnes) of non-hazardous
wastes per employee. Moreover, The hazardous waste of our Group
mainly comes from office operations, such as light tubes and ink
cartridges, and the generated hazardous waste was handled by
qualified collectors. During the Year, the hazardous waste generated
by the Group was 305 kg, with an average of 1.62 kg of hazardous
waste per employee.

Noise Management

The Group adopts noise reduction measures on equipment that
generates heavy noise to meet the emission standards of the industry
for noise, including the Emission Standard for Industrial Enterprises
Noise at Boundary (GB12348-2008), and strives to reduce the
significant impact of noise on surrounding environment. Through
sealing the glasses of production units, intensifying maintenance of
equipment and adjusting the shock-absorbing function of equipment,
and preferentially selecting low-noise equipment, the Group has
effectively controlled noise generated during the production process.

! During the Year, the Group re-examined the amount of non-hazardous wastes
generated. As such, the data for 2019 was restated.

RIE - HENRERESE

BRERYUERE
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RIR - HERERHE

USE OF RESOURCES

The Group strives to optimise resource utilisation rate and enhance
energy saving and consumption reduction so as to reduce wastage
of resources and pollution. Therefore, the Group has formulated,
implemented and improved resources and energy management
policies and procedures to standardise and effectively use of
resources thereby enhancing production efficiency. Our environmental
protection approaches are published on the corporate bulletin
board, meanwhile, we actively promote environmental protection to
employees to enhance their awareness of environmental protection
and indoctrinate the concept of energy saving, consumption
reduction, reduction of wastes at source, effective use of resources
and green office. We also monitor the use of water, electricity, paper,
packaging materials and other resources, thus effectively control
the use of resources and reduce wastage. Because the water
consumption and discharge of the Group’s three offices in Hong
Kong are solely controlled by the property management company of
the building, we have no access to the water consumption data of
these three offices. During the Year, the water consumption in Jiaxing
Plant was 13,445 cubic meters (2019: 14,541 cubic meters) in total
and 71.52 cubic meters (2019: 52.31 cubic meters) per employee
on average. In addition, the Group did not have any issue in sourcing
water that is fit for purpose during the Year.
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R - HERERHRE

The Group’s data on use of resources are as follows: AEEEREREBENT -
Use of Resources Unit 2020 2019
BRER By —E-BE —T—H4E

Use of Energy

BEIRBE A
Total energy consumption MWh 503 728
EREEEE JKEFLBF
Non-renewable fuel consumption MWh 102 178
TR BEREEE JKEL B
Purchased electricity MWh 401 550
BEBENE JKELEs
Energy consumption intensity MWh/employee 2.67 2.62
EREEZE KEREE
Packaging materials consumption
BEMEMER
Paper consumption tonnes 9 36
MEBEAE 183
Paper consumption intensity kg/product quantity 0.01 0.04
MEERATE Tr/ ERHE
Plastic consumption tonnes 0.49 4.31
BRERE i)
Plastic consumption intensity kg/product quantity 0.001 0.005
BREREE FTr/EnfE

In parallel with actively developing its business, the Group also keeps ~ RNEBERBIRIE R EHBHRE - I SIRE
in mind the concept of energy saving, reduction of waste at source,  fipEfEFE < JREERE - A ER L EH A
efficient use of resources and green office. Therefore, the following — BIIE & » FAFIEREN 7 LA T ERRE R EEFS s » BX
measures have been adopted for our commitment of applying our ~ HSRFRESRIA B FEER
environmental protection concept in our daily operation:
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B REFETE

‘

Energy Saving and Consumption Reduction

e Monitor main energy consuming equipment and manage each
department’s energy consumption to avoid energy wastage;

e Replace existing high energy consuming equipment with new
energy efficient equipment;

e Study and enhance technical standards and utilise new process,
new materials and new equipment to improve production efficiency
and reduce resource consumption;

e Turn off all idled energy consuming equipment;

e  Set the air conditioner in any office to a temperature of no lower
than 26°C in summer and no higher than 23°C in winter;

e Regularly organise air-conditioning inspection and maintenance to
ensure the efficiency of air-conditioning;

e |Install light switches which allow independently controlled lighting in
different lighting areas

e Use energy saving transformer to improve power switching rate
and reduce power and energy consumption; and

e Train all new employees in the plant on energy saving.

Reduction of Wastes at Source

BRI E B RERE R B M B R E PR FERE
BRI REER
RIS R EERBEAENSFEER
1
IR AT LE - FIFFTIE - 5
MR EFERERSEERE  BLER
SHAE

At ME R FEBL R
WAEREENZTZFRETFENER
26K REZENEFARETESNE
K23 :
EHAARZE RS - #1E - AR
Ee

FE 71N [F) B AR [ 13 5% 37 AT 98 3242 1l A RR AP
I
FAEEBSESAIRSEREHREK [
EINFERBERE : &
HEA R E TETEOREE -

TR R

e Adopt measures of source control, comprehensive utilisation and
recycling to reduce the waste production;

e Resell surplus fabric to second-hand fabric recyclers to reduce
fabric disposal.

Effective Use of Resources

PREURERIRS] - 426 M A R BRI A
AR D EEREEY)

RIS EREE — F AR B - 85
JSEHEEE -

ERER

e Post up environmental protection information and reminders in
office to encourage employees to save water and to enhance their
awareness of water saving;

e Instruct all new employees in the plant about the water saving
measures; and

e Check the water use, regularly maintain valves and pipelines, and
replace and repair leaking pipelines timely so as to prevent running,
leaking and dripping.

Green Office

R RAERIRREENEEFS -
axEhE B B MR RIS EIKE R -

HIRRE Fa T B TEHIR/KIEHE © &
BERKBR - EHGERMRE
B W REERREERIFEE - A
HEl -7 R RER

Benn

e Encourage employees to reuse paper and print on both sides;

e Promote paperless office and communicate internally with emails
instead of paper documents;

e Reuse office stationary;

e Separately collect classified office wastage for recycling;

e Encourage employees to use public transport; and

e Use video conferencing to replace non-essential business trips.
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ENVIRONMENT AND NATURAL RESOURCES

The Group attaches importance to the impact of our business
operation on the environment and natural resources. In addition to
our compliance with applicable environmental laws and international
standards, we also have included the concept of environmental
protection and environmental management into our business
decision, daily operation and internal management. We are committed
to balancing economic, environmental and social development.

In order to reduce the impact on environment and natural resources,
the Group has actively identified the environment factors within our
business scope and established relevant control measures and
environment improvement targets. We have also assigned specific
department to follow up and handle any problems with respect to
the environment and natural resources utilisation. We have kept on
file all the environmental protection works, monitored and recorded
materials relating to contamination accidents, pollution prevention
and controlling.

PEOPLE-ORIENTED

The Group understands that employees are the foundation of
corporate development, so it adheres to the management approach
of “people oriented” and attaches great importance to the rights and
interests of the employees. In addition to providing employees with
generous remuneration and benefits, the Group also pays attention
to the training, development and safety of the employees. Especially
under the ongoing COVID-19 pandemic, various pandemic prevention
measures have been implemented to protect the health and safety of
our employees.

RIE - HENRERESE

RIREBRER

AEEERXH2EHRIREQRERENX
MFE - RETHBERTERMBERIZEE
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Employment Standard

The Group strictly abides by the laws and regulations related to
employment, including but not limited to the Labour Law of the
People’s Republic of China, Labour Contract Law of the People’s
Republic of China and Employment Ordinance in Hong Kong. The
Group has gained a Gold Certificate awarded by the Worldwide
Responsible Accredited Production (WRAP), marking an affirmation
of our efforts to protect workers’ rights and interests. In order to
improve efficiency and standardise the procedure of recruitment, we
have established recruitment-related management and controlling
procedures according to the principles of fairness and impartiality,
avoiding misemployment of child labour or any discrimination. In
order to strive for creating a fair and equal working environment and
ensure that employees enjoy equal opportunities and fair treatment,
we treat all employees and applicants equally in the aspects of
recruitment, transferring, training, promotion, remuneration and
benefits, regardless of race, gender, age, religion, belief, marital or
fertility status. For resigned employees, we will terminate the contract
in accordance with relevant laws and regulations, and pay the
outstanding wages on time.

To prevent forced labour, the Group specifies the details of the
workplace, working hours and job responsibilities in the contract. If
employees have to work overtime due to business needs, the Group
will pay overtime wages according to the regulations. We also forbid
taking any monies or belongings as “security deposit” from employees
as well as forcing them to work or restricting their personal freedom
in any way, so as to ensure that they are employed voluntarily. Apart
from prevention of forced labour, the Group promises not to employ
child labour. The Group requires new employees to provide genuine
identification documents with accurate personal information when
commencing the employment, aiming at identifying the true age of
the employees and avoiding misemployment of child labour. The
Group will also occasionally check whether child labour has been
misemployed in various departments. Once it is discovered, the
Group will immediately return the child labour to their original place of
residence and bear all necessary expenses.

During the Year, no violation of laws and regulations relating to
employment and labour standard, avoiding child labour and forced
labour was involved or discovered by the Group.

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)

AEEBRE T RERBBARER AR
BREETRR(PEARLAMBLEE)
(PEARKXMBEBHARIE) REE (ERE
fE&PI) & - AEBESHBEBREERERE
M (TWRAP)) BBEME S AREES
BARECHELS TRENESNEUEE -
RIERAEREMARAERE - RARA
FRAERRIGIE R EEMZFIZF - &
RRIBE TR A TMRRITR - RENE
EREFENTIFRREMBERETIZATS
weaMRTEE  RMERE BB F
Al B R LB - T EER -
MR~ e REC B BRARBES
AR &= RIS B T MSRIE - SINBERE
T B EBABAR LA ME L
BIFEER  WERRSEMHTIE -

BtteatS T  AEETEREARTER
PR TYErb B~ TYERE R B E S 4
- EETHATIEREEFTEMMI - A&
EeRERTEIMMNMTE - BAIIRELER
B TS BREYIE e ] FE
BERARBEE T TERBRHETAY
BH - UWEREIHYABRXE - BREyLE®
B THN  KEBRAZNMEBET U B
KEIEABRREHEEERN S HER
MU RERNEAEES  NERNEINAEE
Fit o BRREET - AEENETNTEHR
B UTHEEHFELREEZET - —B#R
REEZETIER  ANEEEIZABMMEERER
JEfEH - WAEMEER -

WAFEE - NREBWES RS EREMER
EBE/ESTER B IEET RoRs% THE
SEREBRMIER




Environmental, Social and Governance Report

Salary and Benefits

The Group strictly abides by the laws and regulations of China
and Hong Kong, including but not limited to the Labour Law
of the People’s Republic of China, Mandatory Provident Fund
Schemes Ordinance and Minimum Wage Ordinance in Hong Kong,
ensuring that the employees’ working hours and wages meet local
requirements and providing social insurance and mandatory provident
fund to employees as required by local regulations. The Group’s salary
is established according to several factors such as the positions, work
performance and abilities of the employees, and would be adjusted
with reference to market salary level. We evaluate the performance of
employees according to different positions, and adopt the knowledge
and skills, attitude and enthusiasm to their positions as the evaluation
criteria. The results will be used to determine promotion and annual
salary adjustments of employees. The Group offers its employees
extra benefits such as attendance incentives and bonus based on the
Group’s annual financial performance and the individual performance
of employees. Employees also enjoy paid leaves, such as annual
leave, marriage leave, maternity leave and compassionate leave,
apart from statutory holidays.

Employees are the important asset of the Group, whose sense of
belonging is closely related to the success of the Group. Aiming
to promote the idea of work-life balance, create an excellent
environment for work and enhance employees’ sense of belonging
to the Group, the Group hammers at improving its policies and
measures, and providing employees with the following benefits
(including but not limited to):

o Distributing allowance and welfare gifts during festivals;

° Providing reimbursement on transportation costs for employees
returning home during Chinese New Year;

° Providing medical health insurance for employees;

° Offering free meals or meal allowance for our staff in the plant;
and

° Under specified circumstances, employees can enjoy
allowances of meal and transportation for overtime work.
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Development and Training

The Group has established a comprehensive evaluation system for
work, according to which the Group would evaluate employees’
working attitudes, abilities, performance and disciplines, thereby
enhancing employees’ understanding to their work and allowing
supervisors to give feedback about their work performance. The
evaluation results also serve as the standard for their position and
salary adjustments and discretionary bonus, which will greatly benefit
employees’ individual development and productivity enhancement.

Aiming to improve staff’s professional proficiency and follow the
development of the Group, we formulate training plans annually for
our staff in the plant in order to provide different types of training,
including internal training, external training, induction training and
on-the-job training, on the basis of the training needs of each
department. New recruits are required to attend induction training,
including job responsibilities and objectives, operational skills and
procedures, as well as regulations and policies. During the Year, the
Group’s employees of our Jiaxing Plant have participated in different
types of training, such as social responsibility training, environmental
management knowledge training, and fire safety awareness training,
etc.. In addition, we encourage and support employees to participate
in personal and professional training to keep abreast of the
development of new technologies and equipment. Eligible employees
completing the training can apply for subsidies on course fee and be
reimbursed with partial or full cost of the training course.

Health and Safety

The Group prioritises the health and safety of its employees, and
adheres to the production principle of “Safety First”. The Group
provides employees with a safe and healthy working environment
and complies with national laws and regulations on safe production,
including but not limited to the Production Safety Law of the People’s
Republic of China, Law of the People’s Republic of China on the
Prevention and Control of Occupational Diseases and Occupational
Safety and Health Ordinance in Hong Kong, and provides employees
with a safe and healthy working environment so as to reduce
accidents during work. Jiaxing Plant has established an accountability
system for different positions regarding production safety, listing clearly
the safety responsibilities of each unit and unifying the standards for
safety production and the managers shall be responsible for ensuring
the safety of the working environment, and shall guide and supervise
the employees to reduce the possibility of work-related injuries.
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We provide safety protection equipment and supplies as well as their
user guide for our staff in the Jiaxing Plant to safeguard their health
and safety as well as to prevent and reduce accidents. For employees
who may have access to hazardous materials, we provide an annual
health check to monitor the impact of the production process on their
health, and identify and resolve possible safety impacts in a timely
manner. Moreover, we regularly provide employees with occupational
safety trainings. Employees are required to attend three-level safety
trainings, including education at plant, working unit and position
levels. They can only operate the equipment individually after passing
the assessment. During the Year, Jiaxing Plant conducted a number
of safety-related trainings for all employees, including chemical use
protection and personal labor protection supplies training, equipment
safety operation training, environmental, health, safety manuals as
well as first aid knowledge training, accompanied by oral or on-site
operation assessment, in order to enhance employees’ awareness
and understanding of work health and safety.

In order to improve employees’ danger awareness and emergency
response capabilities, the Group has formulated corresponding
emergency plans for different emergency situations, and conducted
regular exercises. During the Year, Jiaxing Plant conducted fire drills,
and educated the employees on the use of fire-fighting equipment, in
order to improve their ability to respond to and deal with fire incidents,
and to reduce the occurrence of work-related injuries. In addition to
implementing the accountability system regarding production safety,
we encourage our employees to provide advice on work safety and
report on accidents and other share views in an active manner, so as
to control risks of workplace and reduce accidents. The Group also
would investigate and eliminate potential accidents to protect lives of
employees and safety of properties.

To strengthen the safety management on hazardous chemicals,
Jiaxing Plant has set a safety management policy for hazardous
chemicals, which lists out the solutions and safety regulations for
storage, use, transportation and disposal. By allowing employees
to learn and comply with hazardous chemical safety management
policies, the Group effectively reduces accidents related to hazardous
chemicals, thereby protecting employees’ health and safety as
well as the surrounding environment. In addition, Jiaxing Plant has
implemented safety management policy for special equipment,
which requires the special equipment operating personnel to obtain
corresponding certificates before working. Jiaxing Plant also inspects
on special equipment regularly and entrusts qualified units to carry out
maintenance and repair, ensuring the safe operation of the equipment.
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During the Year, there was no significant event of accidents,
casualties or serious work accidents, whereas no violation of
laws and regulations relating to health and safety was involved or
discovered by the Group.

Coping with COVID-19

COVID-19 pandemic is still rampant at present. The Group attaches
great importance on the pandemic prevention and control, and
actively complies with the relevant national and local requirements.
The Group has implemented various disease prevention measures,
and prioritises the health and safety of its employees while developing
its business. Jiaxing Plant has established a pandemic prevention
and control team to effectively conduct various disease prevention
measures, including promoting and lecturing the knowledge of
pandemic prevention and control through billboards and text
messages, arranging non-local employees to quarantine before
returning to the plant, reducing gathering by adopting separated
dining and limiting the number of people indoors, and stepping up
the cleaning and sterilising measures, etc. In addition, during the
peak period of the pandemic, the Group allows some Hong Kong
employees to take flexible work arrangements or work from home
if needed, and requires the employees to wear masks and maintain
personal hygiene in office to reduce the risk of contracting the virus.

OPERATING PRACTICES

The Group understands that product and service quality is the
cornerstone of corporate success. Therefore, the Group selects
suppliers in a stringent manner, establishes a quality management
system to ensure product quality and safety, and values customers’
feedback to continuously improve product and service quality.
The Group is also committed to maintaining business ethics in its
business operations, attaching importance to the protection of
intellectual property rights, eliminating infringements, and prohibiting
all bribery.

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)

AEE > AEBEYEZEEMENEIN - A
BETHBRETLSEH  MESLRRERE
12 R 2B Je Z 2 RRDAR RORR A BMR ©

FEY 2019 BAR B SR

2019 BRBERRBESMARE - K&
EeEEREENEIE  BEEABERM
WHHRESK  BITEBEHRER  £%RK
EBENRARIEE TN R 2REREEN © 53
R PS AL T RIBHIE/ N - BRI ETT
RIEMRENR - BRASEREEAF N
EERHRE B ENE  TEIMEE TR
ROEERTETTIREE - A0 BURE MR HIE
RABEN RO ABRRSE - UEINRES
BRE o I - AEBNRBRIKE
EMOAFTENTEE TRAEME Eisk%
BHERTE  UBKETRRAEARR LA
ERRFBEAFE B EERAFESHE

Gy o
2

LEEH

REBRPAERSRBEEREEXINHE
A A AREEZEZHER  BUEE
EEGE BREDNEEHERE  WER
EPMBERANRENZERRE MRBE
R AREEXRGEETNBNERBRE
B ERRENSERE LREETR K
K EE—ITHREMEITA -




Environmental, Social and Governance Report

Supply Chain Management

Supply chain management is always considered as an important part
in controlling quality by the Group. The Group adheres to the quality-
oriented principle and establishes a supplier evaluation management
policy, standardising the evaluation process and daily management of
suppliers. In selecting suppliers, we strictly review the supplier’s product
quality, delivery capability, capacity and service quality, and require them
to provide samples for reviews by our customers, so as to ensure the
quality is up to customers’ requirement. Beyond that, we also track
and monitor progress of entrusted processing suppliers, ensuring that
the quality of processed products is accord with the requirements. The
checked suppliers will be added to our approved supplier list, which
will be reviewed regularly. To strengthen management of suppliers,
promote and improve supplier management system and optimise the
operation of supply chain, the Group eliminates suppliers that do not
correspond with the corporate development regulations. The Group has
incorporated the concept of “green purchasing” into its procurement
process and established strict environmental protection requirements.
For example, Jiaxing Plant prioritises the selection of products and
services with the minimum impact on the environment, and promotes
the use of environmentally friendly materials instead of purchasing
materials which are harmful to the environment or the human body in
accordance with national restrictions.

The Group also attaches importance to environmental and social risks
in the supply chain. Therefore, the Group regularly communicates with
internal and external stakeholders to identify potential risks. When
selecting suppliers, the Group would also consider its environmental
and social conditions, and give priority to suppliers with outstanding
performance in energy saving, occupational safety, supply chain
management and anti-corruption, as well as suppliers with relevant
certifications or internationally recognised suppliers.
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Management on Product Quality

The Group attaches great importance to the product quality and label
use of the apparel manufacturing business, and therefore strictly
abides by relevant laws and regulations, including but not limited to
the Product Quality Law of the People’s Republic of China, Trade
Descriptions Ordinance and Consumer Goods Safety Ordinance in
Hong Kong. Thus, the Group has established a quality management
system, aiming to standardise inspection procedures and regulations,
ensuring the products manufactured are in line with the quality and
safety requirements. We review the system regularly, ensuring that the
system is still appropriate, comprehensive and effective. According
to customer’s specific requirements, the Group is open to inspection
and monitoring by the customers, and assesses its production
procedures every year, ensuring the system can operate continuously
and effectively, and meet with customer requirements pragmatically.

To ensure that equipment condition is able to achieve production
targets, relevant equipment operating personnel will check the
equipment condition daily prior to production. We also conduct
occasional inspection on production procedures and take corrective
measures as soon as failure is found. In addition, the quality of
raw materials, semi-finished products and finished products are
inspected. Only qualified products can enter the next production
stage, aiming that the products will meet the criteria of relevant
standards. The unqualified ones will be labelled clearly and stored
separately, and then the relevant department will analyse the cause
and implement corrective measures. The Group has established a
policy on reporting incidents to standardise quality reporting, ensure
timely handling of product-related issues and control potential risks
effectively. Meanwhile, we will review product sales and market
information as well as supervise the content of product labels to
ensure that the information contained is clear, true and in compliance
with legal requirements. We will also keep customer feedback in track
in order to continuously improve product quality and safety.

During the Year, none of the products of the Group were required to
be recalled due to safety and health reason.
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Customer First

The Group is committed to enhancing customer satisfaction,
since fulfilling customers’ needs is the ultimate goal of the Group’s
development. We survey on customers’ satisfaction regularly and
collecting their opinions through questionnaires and other methods,
in order to understand the delivery of products and services, and
thus improve the quality management system. Meanwhile, we have
established a set of policies on customer rights and interests to
regulate the handling of complaints from customers, so that the
Group’s reputation will be maintained and customer satisfaction will
be improved. Customers can complain through letters, calls and
emails, which will be handled and investigated by our designated
personnel in time.

In addition, the Group also provides money lending services in
which customer personal data needs to be collected and stored,
so protecting customer privacy is a very important part of our
business. Employees must abide by relevant laws and regulations,
such as the Personal Data (Privacy) Ordinance of Hong Kong. They
are forbiddened to disclose customers’ information to third-party
without prior consent, adhering to professional ethics at all times. The
customers’ data is accessible by authorised personnel exclusively,
while staff from other departments can only retrieve and provide
information upon application to and approval by the company.

Protecting Intellectual Property Rights

The Group is committed to strengthening the protection of intellectual
property rights. Therefore, we require employees to strictly abide
by the laws and regulations such as the Patent Law of the People’s
Republic of China, Trademark Law of the People’s Republic of
China and Copyright Ordinance in Hong Kong. We also have clear
requirements for the application, management, use and protection
of intellectual property for our customers and the Group, enhancing
internal awareness of protecting intellectual property rights and
corporate interests. The Group only uses genuine software, and
employees are required to submit application to the Group before
installing any software to avoid infringing on the intellectual property
rights of others.

During the Year, no violation of laws and regulations relating to
intellectual property was involved or discovered by the Group.
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Anti-corruption

The Group advocates employees to consciously abide by the law,
to act in good faith, be self disciplined and build an integrity culture.
The Group abides by the laws and regulations on anti-corruption,
including but not limited to the Criminal Law of the People’s Republic
of China and Prevention of Bribery Ordinance in Hong Kong. The
Group has formulated employee handbooks and systems to regulate
their behaviour, especially in money lending business, encouraging
employees to be honest and self-disciplined. Thus, the operating risks
will be reduced, and the interests of the company and employees will
be guaranteed. In addition, employees should not seek personal or
indirect benefits by their authority, and should avoid situations that
may involve or result in potential or actual conflicts of interest. Once
any violation is discovered, employees should report it in written or
verbal ways. The identity of whistleblower will be kept confidential by
the Group while relevant violators will be dismissed and bear legal
responsibility upon confirmation of violation after investigation.

During the Year, no violation of laws and regulations relating to anti-
corruption was involved or discovered by the Group.

COMMUNITY INVESTMENT

The Group attaches great importance to social responsibility, and
regards the prosperity and stability of society as the cornerstone
of its development. For this, the Group spares no effort to promote
the development of charities, and to support charitable projects and
activities. We also encourage employees to participate in volunteer
activities and charitable donations, enhancing their sense of social
responsibility. In addition, the Group’s Jiaxing Plant provides job
opportunities for people with disabilities, and will give priority to hiring
suppliers of people with disabilities when selecting suppliers so as to
promote social development.
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The Board hereby presents its report together with the consolidated
financial statements of the Group for the year ended 31 December
2020.

PRINCIPAL ACTIVITIES

The Group is principally engaged in design, manufacturing and
trading of apparels as well as provision of money lending services.
Details of the principal activities of the Company and its subsidiaries
are set out in notes 1 and 36(a) to the consolidated financial
statements.

SEGMENT INFORMATION

An analysis of the Group’s performance for the year by geographical
areas and businesses is set out in note 6 to the consolidated financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2020 and
its state of affairs of the Group as at 31 December 2020 are set out in
the consolidated financial statements on pages 101 to 216.

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

FINANCIAL SUMMARY

A summary of the published results and of the assets and liabilities of
the Group for the past five years is set out in the financial summary
on page 5 of this annual report. This summary does not form part of
the audited financial statements in this annual report.

RESERVES

Details of the movements in the reserves of the Company and of
the Group during the year are set out in note 36(b) to the financial
statements and in the consolidated statement of changes in equity
respectively in this annual report.
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DISTRIBUTABLE RESERVES

As at 31 December 2020, the Company’s reserves available for
distribution to equity shareholders, comprising share premium and
contributed surplus, amounted to approximately HK$244,147,000.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during the year are set out in note 14 to the consolidated
financial statements of this annual report.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2020, the percentages of sales
and purchases attributable to the Group’s major customers and
suppliers, respectively are as follows:

Sales
— The largest customer 44.0%
— The total of the five largest customers 76.9%

Purchases
— The largest supplier 10.8%
— The total of the five largest suppliers 40.3%

None of the Directors, their associates or any shareholder of the
Company, which owns more than 5% of the Company’s issued share
capital, to the best knowledge of the Directors, had any interest in
the share capital of the Group’s five largest customers or five largest
suppliers.

SHARE CAPITAL

Details of movements in share capital of the Company during the year
ended 31 December 2020 are set out in note 29 to the consolidated
financial statements.

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

Neither the Company nor any of its subsidiaries purchased, redeemed
or sold any of the Company’s listed securities during the year ended
31 December 2020.
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PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles nor the
laws of the Cayman Islands which would oblige the Company to offer
new shares on a pro-rata basis to existing shareholders.

CHARITABLE DONATIONS

No charitable donation was made by the Group during the year
ended 31 December 2020.

DIRECTORS

The Directors during the year ended 31 December 2020 and up to
the date of this annual report are:

EXECUTIVE DIRECTORS

TIN Yat Yu Carol (Chairman)

CHEUNG Ka Lung

GUO Lin (resigned on 11 January 2021)

JIANG Mingsheng (resigned on 11 January 2021)
JIANG Tianging (resigned on 11 January 2021)

INDEPENDENT NON-EXECUTIVE DIRECTORS

TANG Shu Pui Simon

HON Ming Sang

LO Wing Sze (was appointed on 22 January 2021)
LYU Hongbing (resigned on 7 September 2020)
WU Fei (resigned on 18 January 2021)

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and the senior management of
the Group are set out on pages 10 to 15 of this annual report.
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CHANGE OF DIRECTORS’ AND CHIEF EXECUTIVE’S
INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in
information of Directors subsequent to the date of the Company’s
Interim Report 2019 are set out below:

On 7 September 2020, Mr. Lyu Hongbing resigned as an independent
non-executive Director. He also ceased to be the chairman of the
Audit committee and the Remuneration Committee and a member
of the Nomination Committee and the Corporate Governance
Committee.

On 6 November 2020, Mr. Hon Ming Sang (“Mr. Hon”), an
independent non-executive Director has been appointed as an
independent non-executive director of Asia Energy Logistics Group
Limited, a company whose shares are listed on the Stock Exchange
(stock code: 351.HK).

With effect from 3 December 2020, Mr. Hon has become the
chairman of the Audit Committee; Professor Wu Fei has become
a member of the Audit Committee and the chairman of the
Remuneration Committee; and Mr. Jiang Tianging has ceased to
be a member of the Nomination Committee and a member of the
Corporate Governance Committee.

On 11 January 2021, Mr. Guo Lin resigned as executive Director.
He also ceased to be the chairman of the Board, the Corporate
Governance Committee and the Nomination Committee and a
member of the Remuneration Committee.

On 11 January 2021, Mr. Jiang Mingsheng resigned as executive
Director.

On 11 January 2021, Mr. Jiang Tianging resigned as executive
Director. He also ceased to be a member of the Remuneration
Committee and an authorised representative of the Company.
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With effect from 11 January 2021, Ms. Tin Yat Yu Carol (“Ms. Tin”), an
executive Director, has become an authorised representative of the
Company under Rule 3.05 of the Listing Rules.

With effect from 18 January 2021, Ms. Tin has become the chairman
of the Board, the Nomination Committee and the Corporate
Governance Committee and a member of the Remuneration
Committee.

On 18 January 2021, Professor Wu Fei resigned as an independent
non-executive Director. He also ceased to be the chairman of the
Remuneration Committee and a member of Audit Committee.

With effect from 18 January 2021, Mr. Tang Shu Pui Simon (“Mr.
Tang”), an independent non-executive Director, has become the
chairman of the Remuneration Committee.

On 22 January 2021, Ms. Lo Wing Sze Jr was appointed as an
independent non-executive Director and a member of the Audit
Committee.

On 1 February 2021, Mr. Tang has been appointed as a member of
Disciplinary Panel A of the Hong Kong Institute of Certified Public
Accountants.

Save as disclosed above, the Company is not aware of other
changes in the directors’ information which is required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the AGM has
entered into any service contract with the Company which is not
determinable by the Company within one year without payment of
compensation, other than statutory compensation.

MANAGEMENT CONTRACTS

Save for the service contracts of the Directors, no contracts
concerning the management and administration of the whole or any
substantial part of the business of the Group were entered into or
existed during the year.
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EMOLUMENT POLICY

The Remuneration Committee was established for reviewing and
determining the remuneration and compensation packages of
the Directors with reference to their responsibilities, workload, the
time devoted to the Group and the performance of the Group. The
Directors may also receive options to be granted under a share
option scheme. The Company has conditionally adopted a share
option scheme. The details of the share option scheme are set out in
the paragraph headed “Share Option Scheme” below.

SHARE OPTION SCHEME

The share option scheme enables the Company to grant options to
any full-time or part-time employee of the Company or any member
of the Group (the “Eligible Participant”) as incentives or rewards for
their contributions to the Group. The Company conditionally adopted
a share option scheme (the “Scheme”) on 22 November 2013
whereby the Board was authorised, at its absolute discretion and
subject to the terms of the Scheme, to grant options to subscribe for
the shares of the Company to the Eligible Participant. The Scheme
remains effective following the Company’s transfer of listing from
GEM to the Main Board subject to certain immaterial amendments to
the Scheme and has been implemented in full compliance with the
requirements of Chapter 17 of the Listing Rules. The Scheme is valid
and effective for a period of ten years commencing from its adoption
date.

As at the date of this report, the total number of shares available for
issue under the Scheme is 60,000,000 shares, representing 3.55%
of the issued share capital of the Company. The maximum number
of shares that may be granted by the Company to any one Eligible
Participant shall not exceed 1% of the issued share capital of the
Company from time to time.

Upon acceptance of an option (the “Option”) to subscribe for shares
granted pursuant to the Scheme, the Eligible Participant shall pay
HK$1.00 to the Company as consideration for the grant. The Option
will be offered for acceptance for a period of 21 days from the date
on which the Option is granted. The subscription price for the shares
subject to Options will be a price determined by the Board and
notified to the Eligible Participant and shall be the highest of: (i) the
closing price of the shares as stated in the Stock Exchange’s daily
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quotations sheet on the date of grant of the Option, which must be a
day on which trading of shares take place on the Stock Exchange (the
“Trading Day”); (i) the average closing price of the shares as stated
in the Stock Exchange’s daily quotations sheets for the five Trading
Days immediately preceding the date of grant of the Options; and (iii)
the nominal value of a share.

The Company shall be entitled to issue options, provided that the total
number of shares which may be issued upon exercise of all options
to be granted under the Scheme does not exceed 10% of the shares
in issue from the date of listing of the shares on the Main Board of
the Stock Exchange. The Company may at any time refresh such
limit, subject to the shareholders’ approval and issue of a circular in
compliance with the Listing Rules, provided that the total number of
shares which may be issued upon exercise of all outstanding options
granted and yet to be exercised under all the share option schemes
of the Company does not exceed 30% of the shares in issue at the
time. An option may be exercised in accordance with the terms of
the Scheme at any time during a period as the Board may determine
which shall not exceed ten years from the date of grant subject to
the provisions of early termination thereof. Since the adoption of the
Scheme and during the year, no share option has been granted,
exercised, lapsed or cancelled, and as at 31 December 2020, no
share options under the Scheme were outstanding.

PERMITTED INDEMNITY PROVISION

Under article 164 of the Articles, every Director, company secretary,
other officers and auditor for the time being of the Company shall be
indemnified and secured harmless out of the assets and profits of the
Company from and against all actions, charges, losses, damages and
expenses which they or any of them, shall or may incur or sustain by
or by reason of any act done, concurred in or omitted in or about the
execution of their duty, or supposed duty, in their respective offices
or trusts; provided that this indemnity shall not extend to any matter
in respect of any fraud or dishonesty which may attach to any of said
persons.

Such permitted indemnity provisions have been in force throughout
the year. The Company has arranged appropriate D&O Insurance.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the Directors, or their respective associates (as defined in
the Listing Rules) has engaged in any business that competes or is
likely to compete, either directly or indirectly, with the business of the
Group during the year ended 31 December 2020.

DIRECTORS’ MATERIAL INTERESTS IN
TRANSACTION, ARRANGEMENT OR CONTRACTS

No Director had a material interest, either directly or indirectly, in any
transaction, arrangement or contract of significance to business of
the Group to which the Company or any of its subsidiaries was a
party for the year ended 31 December 2020.

RELATED PARTY TRANSACTIONS

The significant related party transactions entered into by the Group
during the year are set out in note 32 to the consolidated financial
statements and include transaction that constitute continuing
connected transaction for which the disclosure requirements in
accordance with Chapter 14A under the Listing Rules have been
complied.

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

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

Capacity/nature
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RAQBRBHFR

Approximate

Number of percentage of

Name of interest ordinary shares held interests
A B3 RERME FrFEEREE BAERB DL
Guo Lin Interest in controlled 860,120,000 50.89%
AR corporation (Note 1)
R EE R (1)
Jiang Tianging Interest in controlled 860,120,000 50.89%
BEE corporation (Note 2)
RiEEER (FF2)
Tin Yat Yu Carol Beneficial owner and interest 114,362,000 6.77%
(formerly known in controlled corporation
as Tin Yuen Sin Carol) (Note 3)
H—1F (RIEEBEE BERBEAANK LR
e (PHFE3)
Tang Shu Pui Simon Beneficial owner 5,000,000 0.30%

e

BEmBEBA

Note:

1.

By virtue of the SFO, Mr. Guo Lin (“Mr. Guo”) is deemed to be interested in
860,120,000 shares of the Company, representing approximately 50.89% of the
total number of issued shares of the Company, which are directly held by New
Seres CEFC Investment Fund LP (in liquidation), which in turn is owned as to
50% by its general partner, New Seres International Asset Management (Cayman)
Limited, and is in turn owned as to 50% by Aurora Capital Co., LTD.* (/8%
¥EIE AR A A, formerly known as New Seres Investment Co., Ltd.* (#4448
Z BB ABRF). Aurora Capital Co., LTD.* (L/EEBIREA AR A F) is owned
as to 40% by Mr. Guo and 60% by Shanghai Chengyi Corporate Management
Partnership (Limited Partnership)* (L& BRCEEBEAELE(BRAR)).
Shanghai Chengyi Corporate Management Partnership (Limited Partnership)*
(DEERCEEBEABLE(BRAEE)) is 45% directly owned by Mr. Guo (as
its limited partner) and is 1% owned by Shanghai Chengyi Business Consulting
Company Limited* (/8% #4545 8BR A7) as its general partner, which is
in turn directly owned as to 80% by Mr. Guo.

i

RIEFEHFRBEERD - FMHREETHBEED
AR AP 7R A 1 860,120,000 AR A 17 #E 75 #E s -
IEARR R B BT 48 E14)50.89% © 2 Z k15 B
New Seres CEFC Investment Fund LP (;E#&7) E
55 - A& B EEBE % ANew Seres International
Asset Management (Cayman) Limited {7 7 50% # 25
M New Seres International Asset Management
(Cayman) Limitedfs L /8 Z 1 E B R 2 &
(BRI 2 BRIRE AR A R)) %A 50% s o
FEEBREFRARIBIBEERE 40% i -
HEBERRGEERARGE (ARER) R
60% - DERRCEEREREE (ARA
%) ABAE (VERBREBAN) EEMER 45%#
o WA DEERRABHERAEGRAR (ERERA
RN R 1% R - T DEARAHEAER
AR AR PSR 80% e ©
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2. By virtue of the SFO, Mr. Jiang Tianging (“Mr. Jiang TQ”) is deemed to be
interested in 860,120,000 shares of the Company, representing approximately
50.89% of the total number of issued shares of the Company, which are
directly held by New Seres CEFC Investment Fund LP (in liquidation), which in
turn is owned as to 50% by its general partner, New Seres International Asset
Management (Cayman) Limited, and is in turn owned as to 50% by Aurora
Capital Co., LTD.* (E/BZEBIREFR A F), formerly known as New Seres
Investment Co., Ltd.* (¥4 48 2 #51% & B R A &)). Aurora Capital Co., LTD.* (£/&
EEBIEE AR AT is owned as to 60% by its limited partner Shanghai Chengyi
Corporate Management Partnership (Limited Partnership)* (/@& R ERR
ABDEERAE)), which in turn is owned directly as to 22% by Mr. Jiang
TQ (as its limited partner) and is owned as to 1% by Shanghai Chengyi Business
Consulting Company Limited* (H&&REEEAERAT) as its general
partner, which is in turn directly owned as to 20% by Mr. Jiang TQ.

3. By virtue of the SFO, Ms. Tin Yat Yu Carol (“Ms. Tin") is deemed to be interested
in 114,362,000 shares of the Company, representing approximately 6.77% of
the total number of issued shares of the Company, as to (i) 4,362,000 shares
beneficially owned by Ms. Tin; and (i) 110,000,000 shares through Favor Way
Investments Limited, a company wholly-owned by Ms. Tin.

Save as disclosed above, as at 31 December 2020, none of the
Directors or chief executive of the Company have or are deemed to
have interests or short positions in the shares, underlying shares or
debentures of the Company and any of its associated corporations
(within the meaning of Part XV of the SFO) which were naotifiable 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
they are taken or deemed to have under such provisions of the SFO),
or recorded in the register required to be maintained by the Company
under Section 352 of the SFO, or as otherwise notifiable to the
Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2020, so far as it was known by or otherwise
notified to any directors or the chief executive of the Company, the
particulars of the corporations or persons (other than the directors
and the chief executive of the Company) which had 5% or more
interests in shares and underlying shares of the Company as recorded
in the register required to be kept under section 336 of the SFO were
as follows:
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2. RIEFS KSR - BIEEERE ([BE4]) &
R R R ZN X F 860,120,000 A A&7 A #E B #E 25 -
EARRBIE BEITIRMD R E450.89% © % F K
1 B New Seres CEFC Investment Fund LP (&%
F) BEERE AlABAEEBEE%ANew Seres
International Asset Management (Cayman) Limited
4 50% #25 +  New Seres International Asset
Management (Cayman) Limited f F /& & 18 1% &
BRAR (FIBFHHACKEEBRAR) HE
50% 1w o FEEBIREARAFRIBEBRER
AEBEBOEERERLE (ARER) HE
60% - EEERRCEERABLE (BRE
%) BESE IERBREBA) EBEEHE 22% 1
wme WHESEREHEERAERA AT (EAEE
ABBRN) BE 1% ER - I LEEAREBERAEGR
ARAH B EEERA 20% i o

3. BIEESRBAEEG - A—Fa+ (THx:)) %
AR QT 114,362,000 A {5 P A RS -
IERARIBBEITRDBELIC.77% - ZERH
(YA &+ E 25 B 4,362,000 %15 : K (i) BB
Mz + & & ¥ & #) A ] Favor Way Investments
Limited #% A 110,000,000 A& 515
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Long positions in Shares of the Company

Name

wE BB

Capacity/nature
of interest

510, HEmtE
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RAQBRBHFR

Number of ordinary
shares held

FrisEREREE

Approximate
percentage of
interests

BOERESL

New Seres CEFC Investment

Fund LP (in liquidation)
(“New Seres”)
(B%H)

Jess Shakespeare
(as joint and several
liquidator of New Seres)
(A& New Seres
B R R EREEA)

Jong Yat Kit
(as joint and several
liquidator of New Seres)
AR
(% New Seres
B R R EREEA)

So Man Chun
(as joint and several
liquidator of New Seres)
BB
(& New Seres
B R REREEA)

New Seres International
Asset Management
(Cayman) Limited

Beneficial owner (Note 1)

BEnBEAA (M)

Interest in controlled
corporation (Note 2)
REE R (MFE2)

Interest in controlled
corporation (Note 2)
2y EE R (FisE2)

Interest in controlled
corporation (Note 2)
2y EE R (MisE2)

Interest in controlled
corporation (Note 3)
ZyEEERER (FFE3)

860,120,000

860,120,000

860,120,000

860,120,000

860,120,000

50.89%

50.89%

50.89%

50.89%

50.89%
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Name

wE /BB

Capacity/nature
of interest

g4 #EtE

Number of ordinary
shares held
g EREE

Approximate
percentage of
interests

BOERE I

Aurora Capital Co., LTD.*
(formerly known as
New Seres Investment
Co., Ltd.")

FEEBKRERRAR]
(RITR T A4 2 BRI E
BRATE)

Shanghai Chengyi Corporate
Management Partnership
(Limited Partnership)*

EEERegER
ABLE (BRAE)

Shanghai Chengyi Business
Consulting Company
Limited*

LERBEARERAR

CEFC Shanghai Financial
Services Co., Ltd.*
LEEEERRBER AR

Shanghai CEFC International
Group Co. Ltd.*
EEECRREEERAT

Shanghai CEFC Financial
Holding Co., Ltd.*

EEMEESRIERARAT]

CEFC China Energy
Company Limited*
FREERERER AT

CEFC China Energy
Investment Fund Co., Ltd*
EBRERESIRERTRAR

Interest in controlled
corporation (Note 4)
RiEEE g (iE4)

Interest in controlled
corporation (Note 5)
Ry LB (MEEs)

Interest in controlled
corporation (Note 6)
Ry EE g (MEe)

Interest in controlled
corporation (Note 7)

Ry rEEs (ME7)

Interest in controlled
corporation (Note 8)
Ry LB (MiEEs)

Interest in controlled
corporation (Note 9)
RiEEE g (M)

Interest in controlled
corporation (Note 10)
2 EEER (MiEE10)

Interest in controlled
corporation (Note 11)
Ry EE g (MEE11)

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)

860,120,000

860,120,000

860,120,000

860,120,000

860,120,000

860,120,000

860,120,000

860,120,000

50.89%

50.89%

50.89%

50.89%

50.89%

50.89%

50.89%

50.89%




Capacity/nature

Directors’ Report

Number of ordinary

EEHRESE

Approximate
percentage of

Name of interest shares held interests
HE LB B EntE g EREE BHEZA DL
China CEFC International Interest in controlled 860,120,000 50.89%
Equity Investment Co., Ltd.* corporation (Note 12)
B EE {5 B PR Ak i RirrE R (fEE12)
KREBRAA
Shanghai Zhong’an United Interest in controlled 860,120,000 50.89%
Investment Fund Co., Ltd.* corporation (Note 13)
FERTHaREES Ry rE g (iEE13)
B ER QA
Wisely Inc Limited Interest in controlled 860,120,000 50.89%
(dissolved by striking off) corporation (Note 14)
KENARAA] R rE ks (fiFE14)
(BEmE (BR2))
Shanghai Huaxin Group Interest in controlled 860,120,000 50.89%
(Hongkong) Limited corporation (Note 15)
(in liquidation) XirrEEms (MFE15)
FEEESE (F8) ARAA
(BBH)
Mr. Su Weizhong Interest in controlled 860,120,000 50.89%
EREE S corporation (Note 16)
RirE g (MiEE16)
Ms. Yi Qianru Deemed interest of spouse 860,120,000 50.89%
Yi Qianru 2t and interest in controlled
corporation (Note 17)
WARIVEREL BRI K
R EERER (T 17)
Ms. Han Wenjing Deemed interest of spouse 860,120,000 50.89%
BEFHLT and interest in controlled
corporation (Note 18)
WARVEREL BRI K
Ry EEER (M 18)
Mr. Li Yong Interest in controlled 860,120,000 50.89%
ZTENE corporation (Note 19)
Ry rE ks (iEE19)
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Approximate
Capacity/nature Number of ordinary percentage of
Name of interest shares held interests
HE LB B, RERME B REREA BYEZzE T
Ms. Feng Qiuling Deemed interest of spouse 860,120,000 50.89%
M ZELZ L and interest in controlled
corporation (Note 20)
WRVER BB R
ZyEEEER (MEE20)
Favor Way Investments Beneficial owner (Note 21) 110,000,000 6.51%
Limited EnEAA (MEE21)
Hua Zhen Beneficial owner 87,000,000 5.15%
32 EnEAA

Notes: MI3E

1. New Seres is an exempted limited liability partnership registered in the Cayman 1. New Seres B —HKN T —+F—AZ+HER
Islands on 20 January 2017. It was ordered to be wound up on 11 August 2020, ERSAMMEREEREETEE  RZT=F
details of which were set out in the announcements of the Company dated 15 FNATAWELEL - FEHARAEAQBBEHA
June 2020 and 12 August 2020. —ECEFAATRBRZZE-TFENA+TZH

AN

2. Following the order for winding up of New Seres and the appointment of Mr. 2. #New Seresti F8< 5 4 &PwC Corporate Finance
Jess Shakespeare of PwC Corporate Finance & Recovery (Cayman) Limited, Mr. & Recovery (Cayman) LimitedfJJess Shakespeare
Jong Yat Kit and Mr. So Man Chun, both of PricewaterhouseCoopers Limited as FAENMBRIGES AT ERAAE R ARLEM
the joint and several liquidators (“Liquidators”) of New Seres, the Liquidators are #R X MR SCEIE R (T B New Seres MR R E R
deemed to be interested in 860,120,000 shares of the Company, representing A (DFBAL % - RBFSRAEGG - H8
approximately 50.89% of the total number of issued shares of the Company by A AR B 82 7 860,120,000 % B (7 7 7 4 1
virtue of the SFO. The Liquidators shall have the powers, including but not limited & EARAB B BEITIRDBEA50.89% © B &
to, taking possession of, collecting and getting in the property of New Seres and ANEEENENBEFBETRAEE - IWEFER
selling any of the property of New Seres by public auction or private contract New Seres )BT « WiBBARIABERLAEL
with power to transfer the whole of it to any person or to sell the same in parcels. A& New Seres MBI E - WABEZES
Please refer to the announcements of the Company dated 15 June 2020 and 12 MM ENE NI LERTEA - FIEFS
August 2020 for details. HARBEPA-_Z_ZFATHAR-Z=

TENATZBZRE -

3. To the best knowledge of the Directors, New Seres International Asset 3. JEEEEATAN - New Seres International Asset
Management (Cayman) Limited is the general partner of New Seres, and is Management (Cayman)\Limited ?/\%‘New Seres ) jatft
owned as to 50% by Aurora Capital Co., LTD.* (/& =& B R A 7)), formerly ABA - UDFIE EEBERLEFRAA (A1
known as New Seres Investment Co., Ltd* (FT#4:48 2 353%E B R A 7)) and 50% f*ﬁ%%ﬁZ)ﬁ%&ﬁﬁfﬁ\@aD & EBEES RS
by CEFC Shanghai Financial Services Co. Ltd.* (/8% {54 pl RIS B R A 7). PR BIER 50% Ea ©

4. To the best knowledge of the Directors, Aurora Capital Co., LTD.* (F/8ZE##& 4. HEFEMHMA - DEEFRERRAR (BIFE [31
BEHRAT]), formerly known as New Seres Investment Co., Ltd* (#T#448.2 & %ﬁﬁZﬂ%\?ﬁﬁﬁﬁi‘ﬁﬁTD EE?B?’EEET?’EEM% 1
FEAFRAT]) is owned as to 40% by Mr. Guo and 60% by Shanghai Chengyi i@ B EEERREREREBER (BRAR) &
Corporate Management Partnership (Limited Partnership)* (E/8#RMEEES B 60% Hax ©
B (ARER)).

5. To the best knowledge of the Directors, Shanghai Chengyi Corporate 5. BREREGHMA - EARRPXERARIX (B
Management Partnership (Limited Partnership)* (L& R EERABLE (B RE%) & (ﬁ‘*‘ B1E) i%‘ﬁ%%%’?@ﬁ@@
[RA%)) is owned, amongst others, as to 1% by Shanghai Chengyi Business AR 1% 5 - MR 45% M - ARk
Consulting Company Limited* (/&&BRE#EABRAT), 45% by Mr. Guo BT 22% MRS ©
and 22% by Mr. Jiang TQ.

6. To the best knowledge of the Directors, Shanghai Chengyi Business Consulting 6. BETEMA - DEARNBEEABRATD A

CEFC

Company Limited* (/8% ZEH54#ERAF]) is owned as to 80% by Mr.
Guo and 20% by Mr. Jiang TQ, and is the general partner of Shanghai Chengyi
Corporate Management Partnership (Limited Partnership)* (L/8&BM%£EES
B (BRER)).

Hong Kong Financial Investment Company Limited & ZEE S IR EGR A7)

ARS8 A A 80% M aa Mg So A HE A 20% s
LR EEEARCEEBEBEE (BERER)) &
ERAEBA -




10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

To the best knowledge of the Directors, CEFC Shanghai Financial Services Co.,
Ltd* (BBFE SRR ERAF) is owned as to 100% by Shanghai CEFC
International Group Co. Ltd.* (E/8Z(EEIREBARAR)) .

To the best knowledge of the Directors, Shanghai CEFC International Group Co.
Ltd.* (BB EEFEEEBE AR A R) is owned as to 54.14% by CEFC China Energy
Company Limited* (FEZE(Z4EIR AR A F), as to 32.41% by Shanghai CEFC
Financial Holding Co., Ltd.* (b8 E{F £ gk AR A &) and as to 13.45% by
China CEFC International Equity Investment Co., Ltd.* (P EIZEEEE R#ERE R
[RA7]).

To the best knowledge of the Directors, Shanghai CEFC Financial Holdings Co.,
Ltd* (/&M EEL R ER AR) is owned as to approximately 87.67% by
CEFC China Energy Company Limited* (+ BIZE{Z8EJRA R A 7l), approximately
6.17% by Mr. Su Weizhong, approximately 4.93% by Mr. Zheng Xiongbin and
approximately 1.23% by Shanghai Zhong’an United Investment Fund Co., Ltd.*
(B8P RS REESRHARAT).

To the best knowledge of the Directors, CEFC China Energy Company Limited*
(FEZEEFERBRAT) is owned as to 99.05% by CEFC China Energy
Investment Fund Co., Ltd* (E/8ERESIRE AR A A).

To the best knowledge of the Directors, CEFC China Energy Investment Fund
Co., Ltd* (E/HRERESIEEHRRAF) is owned as to 100% by China CEFC
International Equity Investment Co., Ltd.* (f BIZE{S BB AER E B R A F)).

To the best knowledge of the Directors, China CEFC International Equity
Investment Co., Ltd.* (PEIZE(Z IR IAEIR E BIRAR]) is owned as to 80% by
Shanghai Zhong’an United Investment Fund Co., Ltd.* (E/8F ZH AR E E LD
ABIRAF).

To the best knowledge of the Directors, the beneficial shareholders of Shanghai
Zhong'an United Investment Fund Co., Ltd.* (E/8Fh ZEAIREESRNBER A
A]) are Mr. Su Weizhong (owned as to approximately 50%), Mr. Li Yong (owned
as to approximately 49%) and Mr. Zheng Xiongbin (owned as to approximately
1%).

To the best knowledge of the Directors, Wisely Inc Limited sk EF| B Q7] is
the limited partner of New Seres and is owned as to 100% by Shanghai Huaxin
Group (Hongkong) Limited (/& {55EE(FE)HMRAR) (in liquidation). After
conducting public searches by reasonable effort of the Company, it has come to
the Company’s attention that Wisely Inc Limited sk & &R A 7] was dissolved
by striking off on 27 November 2020.

To the best knowledge of the Directors, Shanghai Huaxin Group (Hongkong)
Limited E/8Z=4£E (F/8) BB 27 (in liquidation) is owned as to 85.74% by
Shanghai CEFC International Group Co. Ltd.* (E/8ZEEERE B AR A 7)) and
as to 14.26% by Gain Sun Ventures Limited.

To the best knowledge of the Directors, Mr. Su Weizhong holds 50% shares in
Shanghai Zhong’an United Investment Fund Co., Ltd.* (E/ 8 ZHAREES
A& B BR A R)).

Ms. Yi Qianru is the spouse of Mr. Guo, and is therefore deemed to be interested
in the shares of the Company held by Mr. Guo.

Ms. Han Wenijing is the spouse of Mr. Jiang TQ and is therefore deemed to be
interested in the shares of the Company held by Mr. Jiang TQ.

Mr. Li Yong holds 49% shares in Shanghai Zhong’an United Investment Fund
Co., Ltd* (EBFLHERAERGBRNBRAF).

Ms. Feng Qiuling is the spouse of Mr. Li Yong and is therefore deemed to be
interested in the shares of the Company held by Mr. Li Yong.

Favor Way Investments Limited is wholly-owned by Ms. Tin.

10.

11.

12.

15.

19.

20.

21.
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Em ©
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PEEERERAR D RIHAH87.67% S
BREB A AEBEEN61T%ER - AR AR
BH493%HER - R EBPLRBMAREESR
NERRAFIEALI1.23% 1z °

BEESMRM PEEGRRARQAH T
RESKREGRRAIGE 99.05% s o

FEEEMA  LERRASKRERRATRT
BEEERBEREAR AR S 100% Ha

EEEEMAN  PEECERKIEREFRAR
?@4;543 ZHEREESBRNERAFEE80%
Em ©

BESEMA - LBPTHAREESBRNER
AFME SRR BEFEHBELE (FHA650% %
) FEEE (HER49% ) Rt E
HEL1%#ERS) »

N

—~

BESEMA - KEFBR AT ANew Seres
BREBA  THEGEEEE (55) GRAR
OBRRH) B 100% #a - CARRBBEIEN
BETAREM  ARABEBIKEMNERL
ﬁ?@:%:?iﬂ'*ﬂ:ﬂ'tﬁ BE R (R

BEEEMM LEEEEE (FA) ARA
AlOBEF) ALBEEEBREEBRARES
85.74% 125 I Gain Sun Ventures Limited#% &
14.26% °

BESEMA HESEERELEPREAR
BETBNBRARFE0% D

i

Yi Qianru Z R F K AR EE - F A8 RS
FEFMBFANAR AR A ER o

BEFLLR/ERENER  AMKRESNREEL
EFENARBRROHHEAER
FEAERE LD RBAREESRNABRA
A149% KO (D ©

HREL L RFHEEENRMG - AR ARE
BREEMBAENARRRD DS -

Favor Way Investments Limited fi Fi 22 + 2 & ¥
5o
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Save as disclosed above, as at 31 December 2020, the Directors
were not aware of any other persons or entities (other than the
directors and chief executive of the Company) who had interests or
short positions in the shares or underlying shares of the Company, its
Group members or associated corporations 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; or as
otherwise notified to the Company and the Stock Exchange.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the Company’s
total issued share capital was held by the public as at the date of
this report. The Company has maintained a sufficient public float in
compliance with the Listing Rules.

CORPORATE GOVERNANCE

A detailed corporate governance report is set out in pages 32 to 48
in this annual report.

AUDITOR

The consolidated financial statements for the year ended 31
December 2020 have been audited by BDO Limited, who shall
retire and, being eligible, offer themselves for re-appointment at the
forthcoming AGM. A resolution for the re-appointment of BDO Limited
as auditor of the Company will be proposed at the forthcoming AGM.

By order of the Board
CEFC Hong Kong Financial Investment Company Limited
TIN Yat Yu Carol
Chairman

31 March 2021
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Independent Auditor’s Report

IBDO

EEE 1 +85222188288
{85 1 +85228152239

Tel : +8522218 8288
Fax: +852 2815 2239
www.bdo.com.hk

B RBENRE

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
ERTHEPI115E
KRHID2518

www.bdo.com.hk

TO THE SHAREHOLDERS OF CEFC HONG KONG FINANCIAL
INVESTMENT COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of CEFC Hong
Kong Financial Investment Company Limited (the “Company”) and
its subsidiaries (together the “Group”) set out on pages 101 to 216,
which comprise the consolidated statement of financial position as at
31 December 2020, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary
of significant accounting policies.

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

BASIS FOR OPINION

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

HEBECTHREERLOAZBERR
(RESBESEMXZHERAR])

=R

EEEEREZTHEREI01EZFE216 8
BEREFERREBRAR ([EAA] &
EMBAR (B E5KE]) NERETHR
*x HbhaER—_E-ZTE+-_A=+—H
MEGATBRRE  UREEZBILFED
FEZEARGE  REEREBRIGEER
SRER  UREKEHMBHRENT - BEE
BETERME o

EERB HEVBREREREREES
EAg (([BEGAMAE]) BHHNES
MEHmEER ([BEAMBREELED]) BEE
mAFRE SESKER_T_TF+-AH
=+ —HBHSREMBERAREEEZBIEF
EWGREMBRERMERERE - URA
IREMBHRERIDIERBRESB(RBHED) 2 #
BERZBERER -

RREXE

EECRBEEBSHAMASRMNTERE
R ([FRZBCER)) E1TEZ - BFEN
ZEREABTHEIRARE [ZHBEIE
FEMBmERNEE] —fE— TR -
BRI ASRME [ FEXEEE
srfl) (7Rl - BFBLR E5E -
VTEREBETRETEMERRET - BSH
5 BEEMERNEZEEREEELR
VERIRERE -

i

El
H =T

Annual Report 2020 %R @7



Independent Auditor’s Report
B AR E

KEY AUDIT MATTERS

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

Valuation of Inventories

Refer to notes 5(c), 9 and 18 to the consolidated financial statements

The Group has inventories of approximately HK$11,971,000 as at
31 December 2020. Inventories are carried at lower of cost and
net realisable value. The assessment of the net realisable value of
inventories is primarily based on significant management estimates
relating to the future market conditions, selling price and assumptions.
Accordingly, the valuation of inventories is considered to be a key
audit matter of our audit. Management concluded that impairment of
approximately HK$2,634,000 is necessary for the Group’s inventories
for the year ended 31 December 2020.

Our response:

° Observing the Group’s inventory count to identify whether there
is any damaged or obsolete inventory;

° Testing the accuracy of the ageing profile of individual
inventory item on a sample basis by checking to the underlying
procurement correspondence;

o Assessing the subsequent usage and the net realiseable value
of inventory items on a sample basis using historic margins and
current market condition; and

° Assessing the basis for the inventory provisions, the consistency
of provisioning in line with policy and the rationale for the
recording of specific provisions.

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)

e

REBEESNEEAL  BAREZFER/ES
ERARAMBRRTREENER - &
EEERBREAMBHRRMMETERER
FRELEFFEHR MIAEREEFHRERE
RER -

FEME
SMBAERRMASC) - IR 18

RZZE_TF+_A=+—H  EXEHE
EFEE#11,971,0008 7T - ZEFERK
ANEAEIFFEMEPRIEEIR - TEK
AR AN G EZERERKTISAR -
EENBREENEEEEEMET - At -
GFEHREWNRATSEZNBRESZSEY
—- BERERE EBEEEHEE—_ZT-_ZTF
TZA=T—HILFERREL 2,634,000
ETLBNE ©

FEZbE

s BER BESEGFESRMUBTERLAE
ERRRTFE

o FEEWEMEEREBER - AT A
AERI7F B8 B ik 2 EREE

o UMETARABEENRIREHIRF
MEFERENREER R EREEF
B: &

o  HMEFEREEE  BEFHREEBRERM
— B R E R R AR AR IR




Independent Auditor’s Report

KEY AUDIT MATTERS (continuea)

Recoverability of Trade Receivables and Loans and
Interest Receivables

Refer to notes 5(b), 9, 19 and 20 to the consolidated financial statements

As at 31 December 2020, the Group’s trade receivables and loans
and interest receivables amounted to approximately HK$19,136,000
and approximately HK$108,762,000 respectively, representing
significant balances recorded in the consolidated statement of
financial position of the Group.

Management performed credit evaluations for the Group’s customers
and assessed expected credit losses (“ECLs”) of trade receivables
and loans and interest receivables. These assessments were focused
on the customers’ settlement history and their current ability to pay,
and took into account information specific to respective customer
as well as pertaining to the economic environment in which the
customers operated. All of these assessments involved significant
judgements of management.

We identified this area as a key audit matter because management
made subjective judgements over assessing the credit standing of the
Group’s customers and the estimation of ECLs of trade receivables
and loans and interest receivables.

Our response:

° Understanding the key controls over credit risk management
performed. Those key controls were related to credit standing
of each customer; identification of events that triggered the
provision for impairment of trade receivables and loans and
interest receivables; and estimation of the ECLs with forward-
looking information;

° Obtaining management’s assessment of ECLs of trade
receivables and loans and interest receivables and assessing
the reasonableness of the key assumptions and underlying
information referenced by management. Where impairment
provision was individually made, we checked and assessed
whether the impairment provision was properly supported by
considering available forward-looking information, the debtors’
aging analysis, settlement history and history of bad debt
losses;
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KEY AUDIT MATTERS (continued)

Recoverability of Trade Receivables and Loans and
Interest Receivables (continuea)

Refer to notes 5(b), 9, 19 and 20 to the consolidated financial statements
(Continued)

Our response: (Continued)

° Reviewing cash received subsequent to year end on a sample
basis to obtain evidence of the collectability on trade receivables
and loans and interest receivables;

° Testing on a sample basis, the accuracy of ageing profile of
trade receivables and loans and interest receivables by checking
to the underlying sales/loan documents; and

o Assessing the adequacy of the Group’s disclosures regarding
trade receivables and loans and interest receivables, and the
related risks such as credit risk.

Impairment Assessment of Non-current Assets (Other
Than Financial Assets)

Refer to notes 5(d), 5(e), 14, 15, 16 and 17 to the consolidated financial
statements

As at 31 December 2020, the Group’s non-current assets (other than
financial assets) principally comprised property, plant and equipment,
right-of-use assets, goodwill and intangible asset.

Impairment losses for non-current assets (other than financial assets)
for the year ended 31 December 2020 are significant in the context of
the Group’s consolidated financial statements.
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Independent Auditor’s Report

KEY AUDIT MATTERS (continuea)

Impairment Assessment of Non-current Assets (Other
Than Financial Assets) (continueq)

Refer to notes 5(d), 5(e), 14, 15, 16 and 17 to the consolidated financial
statements (Continued)

Management assessed whether there was any impairment of the
carrying values of goodwill and intangible asset with indefinite useful
life and other non-current assets as at 31 December 2020 using
value-in-use (“VIU”) calculation and fair value less cost of disposal
(“FVLCOD”) estimations for each smallest identifiable group of assets
that generate independent cash flows (a cash-generating unit) or for
the respective non-current assets, as appropriate. Preparing the VIU
and FVLCOD calculations require management to exercise significant
judgement and make critical accounting estimates, particularly in
relation to the determination of valuation techniques and the selection
of inputs like projected cash flows during projection period, growth
rates beyond the projection period and discount rates to discount the
projected cash flows and cash flows beyond the projection period.
The Group also worked closely with independent external valuer to
establish and determine the appropriate valuation techniques and
inputs.

We identified impairment of non-current assets (other than financial
assets) as a key audit matter because the carrying values of these
assets are material to the consolidated financial statements and also
because of the significant management judgement being required
and high level of estimation uncertainty being involved in assessing
potential impairment which could be subject to error or potential
management bias.

The recoverable amounts of goodwill and intangible asset are
determined by management based on VIU and FVLCOD calculations,
and concluded that impairment of approximately HK$22,734,000
was necessary for goodwill as at 31 December 2020.

Our response:

° Understanding and assessing the appropriateness of the
valuation methodologies used by the management and key
assumptions adopted for valuations based on our knowledge of
the businesses and industries;
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KEY AUDIT MATTERS (Continued) BREREE )

Impairment Assessment of Non-current Assets (Other JERBEE (FTEIEESMEE)
Than Financial Assets) Continued) AR AL (@)

Refer to notes 5(d), 5(¢), 14, 15, 16 and 17 to the consolidated financial ZHEEMERERMEESM) ~ 56) - 1415
statements (Continued) 16 %17 (#&)

Our response: (Continued) EEZEE : (8)

Assessing the objectivity, capability, and competence of
independent external valuer by considering its qualifications,
relevant experience and relationship with the Group;

Checking, on a sample basis, the accuracy and relevance of the
input data used and the reasonableness of the key assumptions
used in the valuations;

Engaging internal valuation expert to assist us in assessing the
discount rate applied in the VIU calculation and the FVLCOD of
non-current assets (other than financial assets);

Challenging the reasonableness of key assumptions in the cash
flow projections covering the projection period, growth rates
and discount rate;

Comparing the actual results for the current year with
management’s estimates in their VIU calculation in the
previous year in order to assess the historical accuracy of the
management’s forecasting process;

Performing sensitivity analyses on the discount rate applied
and other key assumptions adopted by management to assess
what changes thereto, either individually or collectively, would
result in a different conclusion being reached and assessing
whether there were any indicators of management bias in the
selection of key assumptions; and

Assessing the adequacy of the disclosures on the impairment
assessment in the consolidated financial statements.
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OTHER INFORMATION IN THE ANNUAL REPORT

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

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

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

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are also responsible for overseeing the Group’s financial
reporting process. The Audit Committee assists the directors in
discharging their responsibility for overseeing the Group’s financial
reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS

(Continued)

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

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

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

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

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

(Continued)

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

BDO Limited

Certified Public Accountants

Wong Kwok Wai

Practising Certificate Number PO6047

Hong Kong, 31 March 2021
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Consolidated Statement of Comprehensive Income

SGEEHEWE

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

2020 2019
—EEH —T-NF
Notes HK$’000 HK$’000
BsE FTERT FAT
Revenue WA 7 114,474 158,714
Cost of sales SHERAR (89,517) (126,518)
Gross profit EF 24,957 32,196
Other income and gains H b U A R ez 7 9,663 10,947
Impairment of goodwill EERE 16 (22,734) (30,290)
Reversal of/(provision for) expected credit B 5 R IR TE B
loss on trade receivables EEEBRER (B#E) 19 8 (246)
Provision for expected credit loss FEU & R FI 2 TE AR
on loans and interest receivables EEEERE 20 (17,021) (989)
Selling and distribution expenses HERDHER (16,271) (17,698)
Administrative expenses THRAX (45,325) (64,093
Finance costs BhE KA 8 (315) (875)
Loss before income tax CITREE NI = 9 (67,038) (71,048)
Income tax expense TS FiF S 11 (1,077) (5,632)
Loss for the year attributable to owners AL F#EE AELFEEEE
of the Company (68,115) (76,680)
Other comprehensive income, net of tax, 22 THEH AEEEHM
attributable to owners of the Company  ZEW#H (BR¥i#E)
Item that may be reclassified AREZEHIEZESR
subsequently to profit or loss: WIER :
Exchange gain/(loss) on translation of BREBINEBI TSR
financial statements of foreign operations P& 5 Wkzs (E518) 1,343 (541)
Total comprehensive income for the year A2 F#E AELEE
attributable to owners of the Company = EWZ4EE (66,772) (77,221)
Loss per share attributable to owners RATHEE AEMN
of the Company BRER 13
Basic and diluted loss per share (HK cents) — &FRXEAR N #EEE (GB1l) (4.03) (4.54)
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Consolidated Statement of Financial Position

e MR R R

As at 31 December 2020 W —Z - ZTF+—-HA=+—H

2020 2019
—E-EF —E—hEF
Notes HK$’000 HK$’000
BT FExT FHEIT
ASSETS AND LIABILITIES EERARE
Non-current assets FREBEE
Property, plant and equipment W - BB NEE 14 9,620 11,535
Right-of-use assets FRAEEE 15 6,445 9,822
Goodwill [EES 16 34,632 57,366
Intangible asset B AE 17 800 800
Loans and interest receivables JEWE Kk K F B 20 = 1,472
Deferred tax assets FEETIEE E 28 599 1,591
52,096 82,586
Current assets REBEE
Inventories FE 18 11,971 14,987
Trade and bills receivables B SR FIE R KR & 19 19,136 24,099
Loans and interest receivables R EF T B 20 108,762 111,029
Deposits, prepayments and & - BEK
other receivables E b R IR 21 12,594 13,630
Tax recoverable AT UG Bl F5 T 594 -
Pledged bank deposit BEHEARITER 22 - 3,726
Cash and bank balances Re RIRTERF 23 78,547 100,997
231,604 268,468
Current liabilities REAE
Trade and bills payables B RN IBRENEE 24 24,651 22,900
Accruals, other payables and receipts TEIREA - HME[RUE
in advance K FEWERTE 25 13,098 11,680
Contract liabilities aHaE 26 2,551 2,089
Lease liabilities HEBE 27 3,654 5,568
Provision for taxation HIB S - 641
43,954 42,878
Net current assets RBEERE 187,650 225,590
Total assets less current liabilities BEERARBESE 239,746 308,176
o
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Consolidated Statement of Financial Position

e TR LR

As at 31 December 2020 A - Z-ZF+_-HA=+—H
2020 2019
—ECEHF —ET-NF
Notes HK$’000 HK$’000
BT FExT FET
Non-current liabilities FRBEE
Lease liabilities HEBRE 27 1,321 2,979
Net assets EEFE 238,425 305,197
EQUITY e
Equity attributable to owners KARHEE ABEER
of the Company
Share capital %N 29 16,900 16,900
Reserves s 30 221,525 288,297
Total equity e 238,425 305,197

On behalf of the Board of directors
REEES

Tin Yat Yu Carol
H—F
Director

EF

Cheung Ka Lung
REKAE
Director

EF
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Consolidated Statement of Changes in Equity
mERREER

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

Share Share Merger  Statutory Translation Accumulated
capital  premium reserve reserve reserve losses Total
ke RGEE AHRE  AERE  RERE  ZHER hg
HK$'000 HK§000  HK$'000  HK$'000 HKS000  HK$000  HK$'000
T T Thr T T T T
(note 30@)  (note 30(b)  (note 30(c)  (note 30(d))
(WEt30p)  (Hrsom)  (REE30e)  (KEE30()

At 1 January 2019 RZE-NE-F-H 16,900 375,963 2988 3,344 683 (17,460) 382,418
Loss for the year EEFE - - - - - (76,680 (76,680)
Other comprehensive income A2 EkE
- Exchange loss on translation of financial - 2EFHEHHTH
statements of foreign operations BRNERER - - - - (541) - (541)
Total comprehensive income for the year ~ EE2HUBAS - - - - B4l)  (16880) (77221
At 31 December 2019 RZE-NE
+ZE=+-H 16,900 375,963 2,988 3,344 142 (94,140) 305,197
Loss for the year FEFR - - - - - (68,115 (68,115)
Other comprehensive income R2ENE
- Exchange gain on translation of financial - REBHEREE
statements of foreign operations BROERNE - - - - 1,343 - 1,343
Total comprehensive income for the year ~ FE2EWRASE - - - - 1,43 (68,115 (66,772)
At 31 December 2020 i Jm: 2
tZE=t+-H 16,900 375,963 2,988 3,344 1,485 (162,255) 238,425
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Consolidated Statement of Cash Flows

GERTRER

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

2020 2019
—F-%F —EF0F
Notes HK$’000 HK$'000
Bzt TRT FAEL
Cash flows from operating activities RELETHNRERE
Loss before income tax BRETISH A E 1B (67,038) (71,048)
Adjustments for: IR IERR
Bank interest income RITFISMA 7 (693) (773)
Interest expenses FIBFZ 8 315 875
Depreciation of property, plant and equipment nE - BERZERE 9 2,435 4,164
Depreciation of right-of-use assets FRELERE 9 5,609 9,372
Gain on disposals of property, plant and equipment HENE  BER
RiENRE 7 - (12)
Gain on lease modification HEFE W 7 - (496)
Impairment of inventories FEHE 2,634 1,456
Impairment of goodwil HERE 16 22,734 30,290
Provision for expected credit loss on loans R E KA S TR
and interest receivables EEEBRE 9 17,021 989
(Reversal of)/provision for expected credit loss BN ERSEERE
on trade receivables (BR) /B 9 ) 246
Written-off of property, plant and equipment mE - BE RS ENE 9 - 6,122
Operating cash flow before working capital changes EEBELRPIMNLETERE (16,991) (18,815)
Decrease/(increase) in inventories FERD/ (3Em) 803 (7,470)
Decrease/(increase) in trade and bills receivables B HRENGIEREK
ZERD/ (Em) 5,300 (5,548)
Increase in loans and interest receivables EUMEFT A 2320 (13,282) (8,151)
Decrease in deposits, prepayments e BERREM
and other receivables JEMIE R D 2,115 6,143
Increase in trade and bills payables EC AN
REMZEEM 885 2,477
Increase/(decrease) in accruals, other payables BRER - AtEMFIER
and receipts in advance AR, () 1,276 (6,426)
Increase in contract liabilities BRAEEM 462 58
Cash used in operations LEMARS (19,432) (37,732)
Income tax paid BRFEH (1,314) (4,179)
Net cash used in operating activities RETHRARETE (20,746) (41,911)
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Consolidated Statement of Cash Flows
GERERER

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

2020 2019
—F-%F —TNF
Notes HK$'000 HK$'000
Bzt TR TAT
Cash flows from investing activities RERETHNEERE
Purchases of property, plant and equipment BEWE  BFEREE = (13)
Proceeds from disposals of property, plant and equipment &M% - BiE kR EMGTUE - 420
Decrease/(increase) in pledged bank deposit BEEABRITEZRLD,/ (200) 3,726 (397)
Interest received B & 693 773
Net cash generated from investing activities RETHELERETE 4,419 783
Cash flows from financing activities RERMETHNESRE
Interest paid ERHE 31 (315) (875)
Repayment of principal portion of lease liabilities EEREaELRS 31 (5,697) (9,297)
Net cash used in financing activities METBRAAREFE (6,012) (10,172)
Net decrease in cash and cash equivalents BeRBEEEEERDFE (22,339) (61,300)
Cash and cash equivalents at beginning of the year FHRERELSEER 100,997 152,597
Effect of foreign exchange rates, net A ek (111) (300)
Cash and cash equivalents at end of the year FERRERHLEEEE 78,547 100,997
Analysis of balances of cash and cash equivalents RERBELZEER 2EBI
Cash and bank balances as stated in the AR BIRAER 2
consolidated statement of financial position BeRFOET 23 78,547 100,997
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1.

Notes to the Consolidated Financial Statements

e MR MR

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

GENERAL

CEFC Hong Kong Financial Investment Company Limited (the
“Company”) was incorporated as an exempted company with
limited liability in the Cayman lIslands on 19 June 2013. The
address of the registered office and principal place of business
of the Company is disclosed in the section headed “Corporate
Information” in the annual report. The Company’s shares were
listed on the Main Board of The Stock Exchange of Hong Kong
Limited.

The parent of the Company is New Seres CEFC Investment
Fund LP (in liquidation) (“New Seres”), an exempted limited
liability partnership registered in Cayman Islands. To the best of
the directors’ knowledge, information and belief, the ultimate
controlling party of the Company is Shanghai Zhong’an United
Investment Fund Co., Ltd.

An order was made on 10 August 2020 for winding up of New
Seres and the appointment of Mr. Jess Shakespeare of PwC
Corporate Finance & Recovery (Cayman) Limited, Mr. Yat Kit
Jong and Mr. Man Chun So, both of PricewaterhouseCoopers
Limited, as the joint official liquidators of New Seres. For details,
please refer to the announcements of the Company dated 15
June 2020 and 12 August 2020.

The Company is an investment holding company and its
subsidiaries (together the “Group”) are principally engaged in
manufacturing and trading of apparels and provision of money
lending services.

The consolidated financial statements for the year ended
31 December 2020 were approved for issue by the board of
directors on 31 March 2021.

1.

—REH

BEREFELRREARAB (AR
Al RZE-—=FRA+ILBERS
BESEMRLASERRBRAR - AR
BIREEM SR B A B 3 BB/ SR s R A
BERARNFR[ARER] —8 AR
AR OB R P EAR £

AN A &) H) & A 7 ANew Seres CEFC
Investment Fund LP ( /& #& A1) ([New
Seres]) * H—HNFESHSEM &
HEBEREBA - BEEFA  BEK
s ARRMSEIERS B LEER%E
BERERESRHBRAR

B B8 #New Seres * I & {FPwWC
Corporate Finance & Recovery
(Cayman) Limited &) Jess Shakespeare
FAEMBERBKBETAEBAINER
N A FNER SR S B New Seres Hy 3£
FEERRAMESERZZE-ZFN
R+B{EL - BEFFE - F2HAAT
AR Z_TFATHAR-ZZ
ZFENATHHRE -

ARB B —REREER R F KSR E M
Bor] (REAIAKE]) EB2RFR
KNBLENE 5 RIRRERBE R -

BE-_Z-_ESE+-_A=+—HIEE
NGB RREN -_E-_—F=A1
—t+t—HHBREFSXET)E-
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e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

2.1 Adoption of new or amended HKFRSs -
effective 1 January 2020

The HKICPA has issued a number of amended HKFRSs
that are first effective for the current accounting period of

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

None of these amended HKFRSs has a material impact
on the Group’s results and financial position for the current
or prior period.

The Group has not early applied any new or amended
HKFRSs that is not yet effective for the current accounting
period.

2.2 New or amended HKFRSs that have been
issued but are not yet effective

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

4@ CEFC Hong Kong Financial Investment Company Limited &5 ZE {5 & g% & B R A A

Notes to the Consolidated Financial Statements

2. RMWBERMBHREER
(TERMBHREER )

2.1

2.2

)

PRANFTR] ISR BB
FHHERER -R=

FEGMAGERMEZEARAK
SEERI TR AR EMNHK
ERTEBWHHREER :

BERMBHREERN EBRNTEER
EREACHES)

BAGHER EpN:oha:
ERE &
SEERELR
CCHE)

BAGFHER FEEEYE
F39% - BE
RS LR
BTHRRES
IR %R
EXLACHES)

ZERERTRAM B RE LAY
BEHASEEMSCETHRENE
BRIBIRRELEATE -

REE W EEF RN E /TS5
AR ) R AR R (R AT T RT A48
Rl BB BRG] -

© 2B A {E 1) R A Y FT
7] RIS R] B R B

g
T 7] g B AN R B W 4R A B IS R
REBHFI RSB R BB

HEAEEMERAKRER M
AEBINEREHEM - NEER
RENZEEEN C BRAZ




Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

2. ADOPTION OF HONG KONG FINANCIAL 2. ZKMEFBMBREZEA
REPORTING STANDARDS (“HKFRSS”) (Continued) ([ BBMBEHREEL )@

2.2 New or amended HKFRSs that have been 2.2 ©EMF{E B R EBIHF

issued but are not yet effective continueq)

e TR Py £

S8 @)

H ==

Amendments to HKAS 1 Classification of Liabilties as BAg LS KREHERRE
Current or Non-current® F1% (BFIX) HIEME°
HK Interpretation 5 (2020) Presentation of Financial BEHERBEOT 25 R -
Statements - Classification (Z2Z%F) EBRAGEHAR
by the Borrower of a Term Loan ZRERIER
that Contains a Repayment EHEFET
on Demand Clause® LR
Amendments to HKAS 16 Proceeds before Intended Use® BALHER REBEANOME
F£16% (BaIAX) A
Amendments to HKAS 37 Onerous Contracts - Cost el BREAN-E
of Fulfiling a Contract? F375 (BIIR) KIS
Amendments to HKFRS 3 Reference to the Conceptual BRMBREEL  BSERREL
Framework’ E3% (BFTA)
Amendments to HKFRS 16 Covid-19 - Related Rent BRMBEREER  COVID-1948H
Concessions' £16% (BaIAX)  HeRL
Amendments to HKAS 39, Interest Rate Benchmark el MEERYE
HKFRS 4, HKFRS 7, Reform - Phase 2° E39% - BE - ECfRe?
HKFRS 9 and HKFRS 16 MRS LR
E4% - BE
MRS ER
ET% B
IR E AR
EORRER
PBIREER
£16%% (BFTA)
Amendments to HKFRSs Annual Improvements BANBREERN AAMBREEL
to HKFRSs 2018-20207 (fE3T7) —2-\F%
it Sk 2:3:
FEME?
1 Effective for annual periods beginning on or after 1 June 2020 ! RZZ_TFA—H 2 ERS
HIFE BRI -
2 Effective for annual periods beginning on or after 1 January 2021 2 R-E_—F—A—Hzskz&R®%B
HI4F S EARTAE R -
3 Effective for annual periods beginning on or after 1 January 2022 8 RZZT-——F—F—HBsz®&MAK
HFEEABAER -
4 Effective for business combinations for which the date of 4 HWERARAN S _—_F—A—

acquisition is on or after the beginning of the first annual period
beginning on or after 1 January 2022
5 Effective for annual periods beginning on or after 1 January 2023

BE RSz &GN EEFEHHE
HIYIME Bk 2 IREBA HHER

° R-Z-=F—F— Ak 2&MAKA
M E BRI -
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

2. ADOPTION OF HONG KONG FINANCIAL 2. ZKMEFBMBREZEA
REPORTING STANDARDS (“HKFRSS”) (Continued) ([ BBMEHREEL )@

2.2 New or amended HKFRSs that have been 2.2 ©EMF{E B R EBIHF

issued but are not yet effective continueq)

Amendments to HKAS 1, Classification of Liabilities as Current
or Non-current and HK Interpretation 5 (2020), Presentation of
Financial Statements — Classification by the Borrower of a Term
Loan that Contains a Repayment on Demand Clause

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

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

Amendments to HKAS 16, Proceeds before Intended Use

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

4® CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

BRANE BN B A
(IEBMBREER D@

2.2 CFEM{E = RAE R

2. ADOPTION OF HONG KONG FINANCIAL 2.
REPORTING STANDARDS (“HKFRSS”) (continueq)

2.2 New or amended HKFRSs that have been

issued but are not yet effective continueq)

Amendments to HKAS 37, Onerous Contracts — Cost of Fulfilling a
Contract

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

Amendments to HKFRS 3, Reference to the Conceptual
Framework

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

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

2. ADOPTION OF HONG KONG FINANCIAL 2. ZKMEFBMBREZEA
REPORTING STANDARDS (“HKFRSS”) (Continued) ([ BBMEHREEL )@

2.2 New or amended HKFRSs that have been 2.2 ©EMF{E B R EBIHF

issued but are not yet effective continueq)

Amendment to HKFRS 16, Covid-19-Related Rent Concessions

HKFRS 16 was amended to provide a practical expedient
to lessees in accounting for rent concessions arising as a
result of the Covid-19 pandemic, by including an additional
practical expedient in HKFRS 16 that permits entities to
elect not to account for rent concessions as modifications.
The practical expedient applies only to rent concessions
occurring as a direct consequence of Covid-19 pandemic
and only if all of the following criteria are satisfied:

(@ the change in lease payments results in revised
consideration for the lease that is substantially the
same as, or less than, the consideration for the lease
immediately preceding the change;

(b) the reduction in lease payments affects only
payments originally due on or before 30 June 2021;
and

(c) there is no substantive change to other terms and
conditions of the lease.

Rent concessions that satisfy these criteria may be
accounted for in accordance with this practical expedient,
which means the lessee does not need to assess
whether the rent concession meets the definition of lease
modification. Lessees shall apply other requirements of
HKFRS 16 in accounting for the rent concession.

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

BRANE BN B A
(IEBMBREER D@

2.2 CFEM{E = RAE R

2. ADOPTION OF HONG KONG FINANCIAL 2.
REPORTING STANDARDS (“HKFRSS”) (continueq)

2.2 New or amended HKFRSs that have been

issued but are not yet effective continueq)

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

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

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

2. ADOPTION OF HONG KONG FINANCIAL 2. ZKMEFBMBREZEA
REPORTING STANDARDS (“HKFRSS”) (Continued) ([ BBMEHREEL )@

2.2 New or amended HKFRSs that have been 2.2 ©EMF{E B R EBIHF

issued but are not yet effective continueq)

Amendments to HKFRSs, Annual Improvements to HKFRSs
2018-2020

The annual improvements amend a number of standards,
including:

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

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

The management anticipates that application of these
new or amended HKFRSs will have no material impact
to the Group’s consolidated financial performance and
consolidated financial positions and/or on the disclosures
in the future consolidated financial statements.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

BASIS OF PREPARATION

The consolidated financial statements have been prepared in
accordance with all applicable HKFRSs, Hong Kong Accounting
Standards (“HKASs”) and Interpretations (hereinafter collectively
referred to as the “HKFRSs”) and the disclosure requirements
of the Hong Kong Companies Ordinance. In addition, the
consolidated financial statements include applicable disclosure
required by the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited.

The consolidated financial statements have been prepared
under historical cost convention.

It should be noted that accounting estimates and assumptions
are used in the preparation of the consolidated financial
statements. Although these estimates are based on
management’s best knowledge and judgement of current events
and actions, actual results may ultimately differ from those
estimates. 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 5.

The consolidated financial statements are presented in Hong
Kong dollars (‘HK$”), which is also the functional currency of
the Company. All values are rounded to the nearest thousand
except when otherwise indicated.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The significant accounting policies adopted in the preparation
of the consolidated financial statements are summarised below.
These policies have been consistently applied to all the years
presented unless otherwise stated.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)

4.1 Business combination and basis of 41 ¥R EHRGERE

consolidation

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

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

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

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)

4.1 Business combination and basis of 41 X EHRGEEE

consolidation (continued)

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

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those interests
at initial recognition plus such non-controlling interest’s
share of subsequent changes in equity. Non-controlling
interests are presented in the consolidated statement
of financial position within equity, separately from equity
attributable to owners of the Company. Profit or loss
and each component to other comprehensive income
are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income
is attributed to such non-controlling interests even if this
results in those non-controlling interests having a deficit
balance.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.1

4.2

Business combination and basis of
consolidation (continued)

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

When the Group loses control of a subsidiary, the gain or
loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest; and
(i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interests. Amounts previously recognised in
other comprehensive income in relation to that subsidiary
are accounted for on the same basis as would be required
if the relevant assets or liabilities were disposed of.

Subsidiaries

A subsidiary is an investee over which the Company
is able to exercise control. The Company controls an
investee if all three of the following elements are present:
(i) power over the investee, (ii) exposure, or rights, to
variable returns from the investee, and (i) the ability to
use its power to affect those variable returns. Control is
reassessed whenever facts and circumstances indicate
that there may be a change in any of these elements of
control.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.2

4.3

Subsidiaries (Continued)

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

Goodwill

Goodwill represents the excess of the aggregate of the fair
value of the consideration transferred, the amount of any
non-controlling interest in the acquiree and the fair value of
the Group’s previously held equity interest in the acquiree
over the fair value of the identifiable assets and liabilities
measured as at the acquisition date.

Where the fair value of identifiable assets and liabilities
exceed the aggregate of the fair value of consideration
paid, the amount of any non-controlling interest in
the acquiree and the acquisition-date fair value of the
acquirer’s previously held equity interest in the acquiree,
the excess is recognised in profit or loss on the acquisition
date, after re-assessment.

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units (“CGU”) that are expected to benefit from
the synergies of the combination. A CGU is the smallest
identifiable group of assets that generates cash inflows
that are largely independent of the cash inflows from other
assets or groups of assets. A CGU to which goodwill
has been allocated is tested for impairment annually, by
comparing its carrying amount with its recoverable amount
(see note 4.16), and whenever there is an indication that
the unit may be impaired.
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.3

4.4

Goodwill (Continued)

For goodwill arising on an acquisition in a financial year,
the CGU to which goodwill has been allocated is tested
for impairment before the end of that financial year. When
the recoverable amount of the cash-generating unit is
less than the carrying amount of the unit, the impairment
loss is first allocated to reduce the carrying amount of any
goodwill allocated to the unit, and then to the other assets
of the unit on a pro-rata basis on the carrying amount of
each asset in the unit. However, the loss allocated to each
asset will not reduce the individual asset’s carrying amount
to below its fair value less cost of disposal (if measurable)
or its value-in-use (if determinable), whichever is the
higher. Any impairment loss for goodwill is recognised in
profit or loss and is not reversed in subsequent periods.

Foreign currencies

Transactions entered into by the group entities in
currencies other than the functional currency (i.e. the
currency of the primary economic environment in which
it operates) are recorded at the rates ruling when the
transactions occur. Foreign currency monetary assets and
liabilities are translated at the rates ruling at the end of
reporting period. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured at
historical cost in a foreign currency are not retranslated.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.4 Foreign currencies (Continued)

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary items,
are recognised in profit or loss in the period in which they
arise. Exchange differences arising on the retranslation
of non-monetary items carried at fair value are included
in profit or loss for the period except for differences
arising on the retranslation of non-monetary items in
respect of which gains and losses are recognised in other
comprehensive income, in which case, the exchange
differences are also recognised in other comprehensive
income.

On consolidation, income and expense items of foreign
operations are translated into the presentation currency
of the Group (i.e. HK$) at the average exchange rates
for the year, unless exchange rates fluctuate significantly
during the period, in which case, the rates approximating
to those ruling when the transactions took place are
used. All assets and liabilities of foreign operations are
translated at the rate ruling at the end of reporting period.
Exchange differences arising, if any, are recognised in
other comprehensive income and accumulated in equity
as translation reserve.

On disposal of a foreign operation, the cumulative
exchange differences recognised in the translation reserve
relating to that operation up to the date of disposal are
reclassified to profit or loss as part of the profit or loss on
disposal.
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)

4.5 Property, plant and equipment 45 Y% - BMERFE

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses.
The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and
location for its intended use.

Depreciation is provided to write off the cost less their
estimated residual value over their estimated useful life,
using straight-line method as follows:

Buildings 20 years
4 to 5 years, or over

the lease terms,
whichever is shorter

Leasehold improvements

Machinery 10 years
Furniture, fixtures and office equipment 3to 5 years
Motor vehicles 4 to 5 years

The assets’ estimated residual values, estimated useful
lives and depreciation methods are reviewed, and adjusted
if appropriate, at least at the end of each reporting date.

Gain or loss arising on retirement or disposal is determined
as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in profit or
loss.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other
repairs and maintenance are charged to profit or loss
during the period in which they are incurred.
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)

4.6 Leasing — as lessee 46 HE - EREAHEA

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

Right-of-use asset

The right-of-use asset should be recognised at cost and
would comprise: (i) the amount of the initial measurement
of the lease liability (see below for the accounting policy
to account for lease liability); (i) any lease payments
made at or before the commencement date, less any
lease incentives received; (iii) any initial direct costs
incurred by the lessee; and (iv) an estimate of costs to
be incurred by the lessee in dismantling and removing
the underlying asset to the condition required by the
terms and conditions of the lease, unless those costs are
incurred to produce inventories. The Group measures
the right-of-use assets applying a cost model. Under the
cost model, the Group measures the right-of-use assets
at cost, less any accumulated depreciation and any
impairment losses, and adjusted for any remeasurement
of lease liabilities. The depreciation method used for
right-of-use assets is the same as that used for property,
plant and equipment. Right-of-use assets in which the
Group is reasonably certain to obtain ownership of the
underlying leased assets at the end of the lease term are
depreciated from commencement date to the end of the
useful life. Otherwise, right-of-use assets are depreciated
on a straight-line basis over the shorter of its estimated
useful life and the lease term. The depreciation rates of the
different classes of right-of-use assets are as follow:
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)

4.6 Leasing — as lessee (Continued) 46 HE -1FREABEA @

Right-of-use asset (Continued)

Leasehold land 45 years
Office premises 4 to 5 years, or over
the lease terms,

whichever is shorter

Office equipment 5 years

Lease liability

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

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

Subsequent to the commencement date, the Group
measures the lease liability by: (i) increasing the carrying
amount to reflect interest on the lease liability; (i) reducing
the carrying amount to reflect the lease payments made;
and (i) remeasuring the carrying amount to reflect any
reassessment or lease modifications, or to reflect revised
in-substance fixed lease payments.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)

4.6 Leasing — as lessee (Continued) 46 HE -1EAABA @

Lease liability (Continued)

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

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

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)
4.7 BUSHEED

4.7 Government grant

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which
the grants are intended to compensate. Specifically,
government grants whose primary condition is that
the Group should purchase, construct or otherwise
acquire non-current assets (including property, plant
and equipment) are recognised as deferred income in
the consolidated statement of financial position and
transferred to profit or loss on a systematic and rational
basis over the useful lives of the related assets.

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

The benefit of a government loan at a below-market rate
of interest is treated as a government grant, measured
as the difference between proceeds received and the fair
value of the loan based on prevailing market interest rates.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.8

4.9

Intangible assets

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the
date of acquisition. The useful lives of intangible assets are
assessed to be either finite or indefinite.

Intangible assets with indefinite useful lives are tested
for impairment annually either individually or at the CGU
level. Such intangible assets are not amortised. The
useful life of an intangible asset with an indefinite life is
reviewed annually to determine whether the indefinite
life assessment continues to be supportable. If not, the
change in the useful life assessment from indefinite to finite
is accounted for on a prospective basis.

Financial instruments

() Financial assets

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

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

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.9 Financial instruments (continued)

(i)

(i)

Financial assets (Continued)

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

Impairment loss on financial assets

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

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.9 Financial instruments (continued)

(i)

Impairment loss on financial assets (Continued)

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

For all other financial assets measured at amortised
cost, the Group measures the loss allowance
equal to 12-month ECL, unless when there has
been a significant increase in credit risk since initial
recognition, the Group recognises lifetime ECL.
The assessment of whether lifetime ECL should be
recognised is based on significant increases in the
likelihood or risk of a default occurring since initial
recognition.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.9 Financial instruments (continued)

(i)

Impairment loss on financial assets (Continued)

@)

Significant increase in credit risk

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

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

° an actual or expected significant
deterioration in the financial instrument’s
external (if available) or internal credit
rating;
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4., EXRESTHBERBE @
POLICIES (continued)
4.9 Financial instruments (Continueq) 49 €T A )
(i)  Impairment loss on financial assets (Continued) iy MEEENBEEE (&)
(a)  Significant increase in credit risk (Continued) (@) ii@&@iﬁijjﬂ

significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit
default swap prices for the debtor;

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

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

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

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.9 Financial instruments (continued)

(i)

Impairment loss on financial assets (Continued)

@)

Significant increase in credit risk (Continued)

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

Despite the aforegoing, the Group assumes
that the credit risk on a debt instrument has not
increased significantly since initial recognition
if the debt instrument is determined to have
low credit risk at the reporting date. A debt
instrument is determined to have low credit risk
if i) it has a low risk of default, ii) the borrower
has a strong capacity to meet its contractual
cash flow obligations in the near term and i)
adverse changes in economic and business
conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower
to fulfil its contractual cash flow obligations.
The Group considers a debt instrument to
have low credit risk when it has an internal or
external credit rating of “investment grade” as
per globally understood definitions.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.9 Financial instruments (continued)

(i)  Impairment loss on financial assets (Continued)

@)

(b)

Significant increase in credit risk (Continued)

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

Definition of default

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

Irrespective of the above, the Group considers
that default has occurred when a financial
asset is more than 90 days past due unless
the Group has reasonable and supportable
information to demonstrate that a more lagging
default criterion is more appropriate.
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e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.9 Financial instruments (continued)

(i)  Impairment loss on financial assets (Continued)

(c) Credit-impaired financial assets

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

° significant financial difficulty of the issuer
or the borrower;

° a breach of contract, such as a default or
past due event;

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

° it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation.

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)

Notes to the Consolidated Financial Statements

4., ERETTHERUE »

49 €I H »)

(i) MBEEHREEE (&)

()

BEZE BB
BE

ERLE—EHZESE
HH—HMBEEN

HEHARKRRERER

&R AlZE

MBEEDREREE

BB —EHUBKEE

EEREEERENSE

BEEBRATENH

# R B R B

o EITASERA
3R & KN
2

e EREBH - B
RSB

e HRHEERARM
T R AR A 0 48
BREHRA -
ERABNERT
ERERAKRT
ERFRETG
ERH TR
59

e fERAFIBEWE
SHETT B B 7S
=R

O



Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.9 Financial instruments (continued)

(i)  Impairment loss on financial assets (Continued)

(d)

Write-off policy

The Group writes off a financial asset when
there is information indicating that the
counterparty is in severe financial difficulty
and there is no realistic prospect of recovery,
for example, when the counterparty has
been placed under liquidation or has entered
into bankruptcy proceedings, or in the case
of trade and bills receivables from sales of
apparels, when the amounts are over one/
two year past due, whichever occurs sooner.
Financial assets written off may still be subject
to enforcement activities under the Group’s
recovery procedures, taking into account
legal advice where appropriate. A write-
off constitutes a derecognition event. Any
subsequent recoveries are recognised in profit
or loss.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.9 Financial instruments (continued)

(i)  Impairment loss on financial assets (Continued)

(e

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is
based on historical data adjusted by forward-
looking information. Estimation of ECL reflects
an unbiased and probability-weighted amount
that is determined with the respective risks of
default occurring as the weights.

Generally, the ECL is the difference between
all contractual cash flows that are due to the
Group in accordance with the contract and
the cash flows that the Group expects to
receive, discounted at the effective interest rate
determined at initial recognition.

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

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.9 Financial instruments (continued)

(i)

(i)

Impairment loss on financial assets (Continued)

(e) Measurement and recognition of ECL
(Continued)

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

Financial liabilities

The Group classifies its financial liabilities, depending
on the purpose for which the liabilities were incurred.
Financial liabilities at amortised costs are initially
measured at fair value, net of directly attributable
costs incurred, and subsequently measured at
amortised cost, using the effective interest method.
The related interest expense is recognised in profit or
loss.

The Group’s financial liabilities at amortised cost
include trade and bills payable, accruals and other
payables, and lease liabilities.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.9 Financial instruments (continued)

(iv)

v)

Effective interest method

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

Derecognition

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

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.10 Cash and cash equivalents

4.11

Cash and cash equivalents, including cash and bank
balances, comprise cash on hand and demand deposits
and other short-term highly liquid investments that are
readily convertible to a known amount of cash and are
subject to an insignificant risk of changes in value. For
the purpose of cash flows presentation, cash and cash
equivalents include bank overdrafts which are repayable
on demand and form an integral part of the Group’s cash
management.

Inventories

Inventories are initially recognised at cost, and
subsequently at the lower of cost and net realisable value.
Cost comprises all costs of purchase, costs of conversion
and other costs incurred in bringing the inventories to
their present location and condition. Cost is calculated
using the weighted average method. Net realisable value
represents 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.

4.12 Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued.

Any transaction costs associated with the issuing of shares
are deducted from share premium (net of any related
income tax benefit) to the extent they are incremental
costs directly attributable to the equity transaction.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)
413 I A FERR

KEEEFPAHOMEmINE R

4.13 Revenue recognition

Revenue from contracts with customers is recognised

when control of goods or services is transferred to the
customers at an amount that reflects the consideration
to which the Group expects to be entitled in exchange
for those goods or services, excluding those amounts
collected on behalf of third parties. Revenue excludes
value added taxes or other sales taxes and is after
deduction of any trade discounts.

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

° provides all of the benefits received and consumed
simultaneously by the customer;

° creates or enhances an asset that the customer
controls as the Group performs; or

° 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 goods or services transfers over time,
revenue is recognised over the period of the contract by
reference to the progress towards complete satisfaction
of that performance obligation. Otherwise, revenue is
recognised at a point in time when the customer obtains
control of the goods or service.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)

413 Revenue recognition Continued) 413 W ARERR ()

Customers obtain control of the apparel products when
the goods are delivered to and have been regarded
as accepted. Revenue is thus recognised upon when
the customers received the apparel products. There is
generally only one performance obligation. The Group
does not expect to have any contracts where the
period between the transfer of the promised goods to
the customer and payment by the customer exceeds
one year. Sales are made with a credit term from 10 to
180 days, which is consistent with market practice. As
a consequence, the Group does not adjust any of the
transaction prices for the time value of money as no
significant financing component is deemed present and
the sales are made with the credit term.

Some of the Group’s contracts with customers from the
sale of apparel products provide customers a right of
return. These rights of return allow the returned goods
to be refunded in cash. The right of return gives rise
to variable consideration. The variable consideration is
estimated at contract inception and constrained until the
associated uncertainty is subsequently resolved. The
application of the constraint on variable consideration
increases the amount of revenue that will be deferred. In
addition, a refund liability and a right to return asset are
recognised.

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

Subcontracting income is recognised upon the
subcontracting goods are delivered and the customer has
accepted and obtained control of the goods.

Contract liabilities are obligations to transfer goods or
services to customer for which the Company has received
consideration, or for which an amount of consideration is
due from the customer.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)

413 Revenue recognition (continueq) 413 WA FERR ()

Contract assets are rights to consideration in exchange
for goods or services that the Company has transferred to
a customer when that right is conditional on something in
additional to the passage of time.

4.14 Income taxes

Income taxes for the year comprise current tax and
deferred tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated
using tax rates that have been enacted or substantively
enacted at the end of reporting period. The amount of
current tax payable or receivable is the best estimate
of the tax amount expected to be paid or received that
reflects any uncertainty related to income tax.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)
414 Fri8%

/435
(=)

4.14 Income taxes (Continued)

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except
for goodwill not deductible for tax purpose and initial
recognition of assets and liabilities that are not part of the
business combination which affect neither accounting
nor taxable profits, and taxable temporary differences
arising on investments in subsidiaries where the Group
is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not
reverse in the foreseeable future, deferred tax liabilities
are recognised for all taxable temporary differences.
Deferred tax assets are recognised to the extent that it
is probable that taxable profits will be available against
which deductible temporary differences can be utilised,
provided that the deductible temporary differences are
not arising from initial recognition of assets and liabilities
in a transaction other than in a business combination that
affects neither taxable profit nor the accounting profit.
Deferred tax is measured at the tax rates appropriate to
the expected manner in which the carrying amount of the
asset or liability is realised or settled and that have been
enacted or substantively enacted at the end of reporting
period.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSTHHERHBE »

POLICIES (Continued)
414 FRI8H (®)

4.14 Income taxes (Continued)

Deferred tax assets and liabilities are offset when there
is legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income tax levied by the same taxation authority and the
Group intends to settle its current tax assets and liabilities
on a net basis.

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

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in
other comprehensive income or when they relate to items
recognised directly in equity in which case the taxes are
also recognised directly in equity.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.15 Employee benefit

(i)

Defined contribution retirement plan

The Group’s entities incorporated in Hong Kong
manages a defined contribution Mandatory Provident
Fund Scheme (the “MPF Scheme”), a defined
contribution scheme managed by an independent
trustee for those employees who are eligible to
participate in the MPF scheme. The Group makes
contributions based on a percentage of the eligible
employees’ salaries funded by the Group and are
charged to profit or loss as they become payable in
accordance with the rules of the MPF scheme.

The Group’s entities established in the People’s
Republic of China, excluding Hong Kong and Macau
(the “PRC”) make monthly contributions to a state-
sponsored defined contribution scheme for the
local staff. The contributions are made at a specific
percentage on the standard salary pursuant to laws
of the PRC and relevant regulation issued by local
social security authorities.

In addition, the Group’s entities incorporated in the
United States of America (the “USA”) make monthly
contributions to a defined contribution scheme under
the relevant federal program for the local staff. The
Group makes contributions based on a percentage
of the local staff’s funded by the Group and are
charged to profit or loss as they become payable in
the rules of the scheme.
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.15 Employee benefit (continuead)

()  Defined contribution retirement plan (Continued)

Contributions to defined contribution retirement
plans are recognised as an expense in profit or loss
when the services are rendered by the employees.

(i)  Short-term employee benefits

Short-term employee benefits are employee benefits
(other than termination benefits) that are expected
to be settled wholly before twelve months after
the end of the annual reporting period in which the
employees render the related service.

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for annual
leave as a result of services rendered by employees
up to the reporting date.

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognised
until the time of leave.

4.16 Impairment of other assets

At the end of each reporting period, the Group reviews
the carrying amounts of property, plant and equipment,
right-of-use assets, intangible assets and interests in
subsidiaries to determine whether there is any indication
that those assets have suffered an impairment loss or an
impairment loss previously recognised no longer exists or
may have decreased.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (continued)
416 Hitt EERE ®

4.16 Impairment of other assets (continueq)

If the recoverable amount (i.e. the greater of the fair
value less costs of disposal and value-in-use) of an asset
is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, to the extent that
the increased carrying amount does not exceed the
carrying amount that would have been determined had
no impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised in
profit or loss immediately.

Value-in-use is based on the estimated future cash flows
expected to be derived from the asset or CGU (see note
4.3), discounted to their present value using a pre-tax
discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset
or cash generating unit.

4.17 Borrowing costs

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which
require a substantial period of time to be ready for their
intended use or sale, are capitalised as part of the cost of
those assets. Income earned on temporary investments
of specific borrowings pending their expenditure on those
assets is deducted from borrowing costs capitalised. All
other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

i & EH AT Bl &5 (B ATFE
R EH E R A B REERE R
=E) BEFPREREE AIZ
REEMREE/EEER KD
TR o BUEEIETY RN HERR A5
% o

R EBELLERD - BIEER
EE R e = E 2 EFT R EE A
WEE R - EXRRERESNRK
EENMSBEBEFZREELER
ERABEBERNERLTREE
ERRREE - BEAREEIRT
BIES R B s iR o

EREEDNREERGEEEN
ReELEM (RHFE4.3) Bfh
AARKREREBETE - REMT
=k & EE R R E R IR 1T I5 AT 4
NEHEEXReELENBR
TE R EV B BT RE IR AL o

417 B E R A

EEARNKE BEXLEESE
REE (AEB—BHERNE
B AER R ERER A HIEHE
MEE) WIEERAGERER
REBEERAN D - ERTE
EERIFZFEE A E R A
TEIRE MR AZE B BRI
B ERARHE - frBEMmE
ERAREE SN ER AR

Annual Report 2020 %R @7
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e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)

418 Provisions and contingent liabilities 418 BER B AREE

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a legal or constructive
obligation arising as a result of a past event, which it is
probable will result in an outflow of economic benefits that
can be reliably estimated.

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

4.19 Related parties

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

()  has control or joint control over the Group;

(i)  has significant influence over the Group; or

(i) is a member of key management personnel of

the Group or the Company’s parent.

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

()  The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to
the others).
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.19 Related parties (continueq)

(b)  (Continued)

(i)

(i)

(iv)

(vii)

(viil

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

Both entities are joint ventures of the same
third party.

One entity is a joint venture of a third entity
and the other entity is an associate of the third
entity.

The entity is a post-employment benefit plan
for the benefit of the employees of the Group
or an entity related to the Group.

The entity is controlled or jointly controlled by a
person identified in (a).

A person identified in (a)(i) has significant
influence over the entity or is a member of key
management personnel of the entity (or of a
parent of the entity).

the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, ERSHERBE »

POLICIES (Continued)

419 Related parties Continued) 419 BB S (&)

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

(i)  that person’s children and spouse or domestic
partner;

(i) children of that person’s spouse or domestic partner;
and

(i)  dependents of that person or that person’s spouse

or domestic partner.

4.20 Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive directors
for their decisions about resources allocation to the
Group’s business components and for their review of
the performance of those components. The business
components in the internal financial information reported
to the executive directors are determined following the
Group’s major product and service lines.

The measurement policies the Group uses for reporting
segment results under HKFRS 8 are the same as those
used in its consolidated financial statements prepared
under HKFRSs, except bank interest income, unallocated
finance costs, and unallocated corporate expenses, which
are not directly attributable to the business activities of
any operating segment, are not included in arriving at the
operating results of the operating segment.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

5. CRITICAL ACCOUNTING JUDGEMENTS AND

KEY SOURCES OF ESTIMATION UNCERTAINTY

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 discussed below:

(a) Income taxes and deferred income tax

The Group is subject to income taxes in a number
of jurisdictions. Significant judgment is required in
determining the worldwide provision for income taxes,
timing of payment of related taxes and interpretation
of relevant tax regulations. There are transactions and
calculations for which the ultimate tax determination is
uncertain. The Group recognises liabilities for anticipated
tax based on estimates of whether additional taxes will
be due. Where the final tax outcome of these matters is
different from the amounts that were initially recorded,
such differences will impact the income tax and deferred
tax provisions in the period in which such determination is
made.

In addition, deferred tax assets are recognised to the
extent that it is probable that future taxable profit will
be available against which the deductible temporary
differences or tax losses can be utilised. This requires
significant judgement on the tax treatments of certain
transactions and also assessment on the probability that
adequate future taxable profits will be available for the
deferred tax assets to be recovered.
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BRIR(EH B R HE - I 2 RAF(A
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EHEER IR EEN AR
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e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

5. CRITICAL ACCOUNTING JUDGEMENTSAND 5. EREFHEREET®E
KEY SOURCES OF ESTIMATION UNCERTAINTY ERZNEERE »)
(Continued)

(b) Impairment of receivables

(c)

The impairment allowances for trade and bills receivables,
loans and interest receivables and other receivables are
based on assumptions about risk of default and expected
credit loss rates. The Group adopts judgement in making
these assumptions and selecting inputs for computing
such impairment loss, broadly based on the available
historical data of the parties, existing market conditions
including forward-looking estimates at end of reporting
period.

Impairment of inventories

Management of the Group reviews the inventories at each
reporting date, and makes provision for impairment of
obsolete, slow-moving and impaired items. Management
estimates the net realisable value for such inventories
based primarily on the expected future market conditions
and the estimated selling price. The Group makes
provision for impairment if the net realisable value is below
the carrying amount.
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

5, EESTHERGETRE
ERZNEERE »)

5. CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

(Continued)

(d) FEREERE (BF

(d) Impairment of non-financial assets

(including goodwill)

The Group assesses at the end of each reporting period
whether there is an indication that an asset may be
impaired. If any such indication exists, the Group makes an
estimate of the recoverable amount of the asset. Further,
the Group determines whether goodwill and intangible
asset with indefinite useful life is impaired at least on an
annual basis. The estimation of the recoverable amount
of the goodwill and intangible asset of the Group requires
an estimation of the value-in-use of the CGU to which
the assets were allocated for impairment assessment
purpose. Estimating the value-in-use requires the Group
to make an estimate of the expected future cash flows
from the CGU and also to choose a suitable discount
rate in order to calculate the present value of those cash
flows. A change in the estimated future cash flows and/
or the discount rate applied will result in an adjustment to
the estimated impairment provision previously made. The
carrying amount of goodwill as at 31 December 2020 was
HK$34,632,000 (2019: HK$57,366,000). Further details
are given in note 16.

BE)

REBREREPARAIHRET
EBETEEN LR BEND
Z o WMEBEEBRETR A%
B EEM I URE S EGRT
o AEEETEERAER
HAIFEAFHC BEVEERTE
LEBFERE - AEEHHERA
ERAERAFHCEFLEEN
A E e EEEETARREMNE &
G ESREENRSELSN
FEREE - HTEABERE

SERKRERCELEMNTELD
RRRESREIEL AT - WiEER
AEMBRRUAEZSEE R
ENRE - B RARRERE
/S FTIRARBE RN EE
1% 8 BUB 1 1E A (S AT R E B
BEEELAE - R_ZT_TF
+-A=+-—BHREEEEEAS
34,632,000 7L (= F — L5 -
57,366,000 7T) © #—FFFIEHE
HIFE16 °
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

5. CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

(Continued)

(e) Estimated useful lives of property, plant and
equipment

In determining the useful lives of property, plant and
equipment, the Group has to consider various factors,
such as expected usage of the asset, expected physical
wear and tear, the care and maintenance of the asset,
and legal or similar limits on the use of the asset. The
estimation of the useful life of the asset is made based
on the experience of the Group with similar assets that
are used in a similar way. Depreciation charge is revised
if the estimated useful lives of items of property, plant
and equipment are different from the previous estimation.
Estimated useful lives are reviewed, at the end of each
reporting period, based on changes in circumstances.

6. SEGMENT INFORMATION

An operating segment is a component of the Group that is
engaged in business activities from which the Group may earn
revenue and incur expenses, and is identified on the basis of the
internal management reporting information that is provided to
and regularly reviewed by the Group’s chief operating decision
maker in order to allocate resources and assess performance
of the segment. During the year, the Company has identified
design, manufacturing and trading of apparels and provision
for money lending services as the reportable and operating
segments of the Group.

Each of these operating segments is managed separately as
each of them requires different business strategies.

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

~\ ] e
6. SEGMENT INFORMATION (Continued) 6. TEER »

For the purposes of monitoring segment performance and REEDEFRIB LN D E 2 ErEIR

allocating resources between segments: PaN .

—  all assets are allocated to operating segments other than - MBEEHIERELEDE T
certain cash and bank balances and other corporate BREETHERRITEHRUAR
assets not attributable to the reportable segments; TBRAIZHYHHEMARE

=

- allliabilities are allocated to operating segments other than - MEEREBASIEELESE - T
certain lease liabilities and other corporate liabilities not BIEHEEEARTERAIZ2®
attributable to the reportable segments; and DEWEMARIEE &

—  segment results represent the loss or profit incurred or - DEEEESHHHINKELED
earned by each segment without allocation of certain EEg R - Retobls THA
other income, certain administrative expenses, such as WA BEFTHREZ (IWAREE
the Group’s rental expenses of head office, administrative BEMEEFET - ITTHE IKRAK
staff costs, and directors’ emoluments. REZBE)
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

N D N =
6. SEGMENT INFORMATION (continued) 6. TEER @
The segment information provided to the executive directors for FARMPITESRENARES 2D
the reportable segments during the year is as follows: BERAT -
Design,
Manufacturing Money
and trading lending
of apparels services Total
PREERRE EXmE
RERES R aE
HK$000 HK$'000 HK$'000
THERT THET TR
Year ended 31 December 2020 BE-Z-Z5+-A
=t+-BLEE
Revenue from external customers RENDPERHMA 107,053 7,421 114,474
Segment loss AEEE (14,646) (39,226) (53,872)
Reconciliation %
Bank interest income SBITH BHA 693
Unallocated corporate expenses ROMEES M (13,544)
Finance costs BERAR (319)
Loss before tax BRERIEE (67,038)
At 31 December 2020 R-E-EF+=-A=+-H
Segment assets DEEE 69,540 149,789 219,329
Other corporate assets Hiw R RIEE 64,371
Total assets BEE 283,700
Segment liabilities AHEE 41,115 845 41,960
Other corporate liabilities HinalaE 3,315
Total liabilities BaE 45,275
Other segment information Hitvn BER
Year ended 31 December 2020 BE-Z-Z&5+_RA
ZT-HLEE
Amount included in the measure FAMENDEESEEN
of segment loss or assets: R -
Impairment of inventories FERE (2,634) - (2,634)
Reversal of provision for ECL BHRNGERBEE 8 - 8
on trade receivables BERERD
Provision for ECL on loans FERER R SRS - (17,021) (17,021)
and interest receivables EEBERE
Impairment of goodwil HERE - (22,734) (22,734)
Subcontracting income, net (note 7) MTWAFEE (F7) 5,817 - 5,817
Depreciation (note (a)) & (K@) (4,551) (2,159) (6,710)
Capital expenditure (note (a)) BARZ (Mt (e) 79 - 79
4‘@ CEFC Hong Kong Financial Investment Company Limited &= 4 gl E BB A & O
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

6. SEGMENT INFORMATION (continued) 6. DEER @)

FRARTEFRGEARES B9
WERDT © ()

The segment information provided to the executive directors
for the reportable segments during the year is as follows:

(Continued)
Design,
Manufacturing Money
and trading lending
of apparels services
RS EN@E Total
HWERES R BE
HK$'000 HK$'000 HK$'000
FEL FAEL FEL
Year ended 31 December 2019 BE-Z-h&E+T=A
=t—-HLEE
Revenue from external customers REINBEPRIBA 146,995 11,719 158,714
Segment loss NEER (15,733) (26,506) (42,239)
Reconciliation i
Bank interest income HBITHIEHA 773
Unallocated corporate expenses ROBEEES M (28,707)
Finance costs BERA (875)
Loss before tax BRI EE (71,048)
At 31 December 2019 R=B-nE+=A=t+-H
Segment assets DEEE 83,915 190,802 274,717
Other corporate assets HinAEE 76,337
Total assets BEE 351,054
Segment liabilities AHBE 41,008 2,507 43515
Other corporate liabilities HinRIaE 2,342
Total liabilities pat 45,857
Other segment information HitHHER
Year ended 31 December 2019 BE-E-hnE+=A
=t-HLEE
Amount included in the measure A ENBERAEE
of segment loss or assets: TR :
Impairment of inventories FERE (1,456) - (1,456)
Provision for ECL on trade receivables S RUGERREEEERA (246) - (246)
Provision for ECL on loans EWE R SR
and interest receivables EEBERE - (989) (989)
Impairment of goodwil HERE - (30,290) (30,290)
Subcontracting income, net (note 7) MITWAFEE (F5E7) 8,814 - 8,814
Depreciation (note (a)) e (ME@) (4,594) (1,806) (6,400)
Capital expenditure (note (a)) BARY (M) 916 2,120 3,036
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

6. SEGMENT INFORMATION (continued)

The Company is an investment holding company and the
principal places of the Group’s operations are in the PRC
(including Hong Kong). Management determines the Group
is domiciled in Hong Kong, the PRC, which is the Group’s
principal operating location.

The Group’s revenue from external customers is divided into the
following geographical areas, based on locations of customers:

Notes to the Consolidated Financial Statements

DEEE 2

ARARR—AREZEERAR > MASK
BEENTRMHURNTE (BREE
B)  ERERTETEERLNEERE
R BENTAASENTIREE

HoEh

AERERBIMNBEFORARER P

BERATHRE S

2020 2019
—E-SE —ZE-nEF

HK$’000 HK$’000

FHT FHEIT

The USA EH 100,037 130,894
Hong Kong B 12,665 22,912
Others Hib 1,772 4,908
114,474 158,714

Geographical location of external customers is based on the
location at which the customers are domiciled.

The principal non-current assets held by the Group are located
in the PRC (including Hong Kong).
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e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

. AR e
6. SEGMENT INFORMATION (Continued) 6. DEBEFR @

Revenue from each of the major customers which accounted REFAMMASEEKRA10% 3k A /Y

for 10% or more of the Group’s revenue for the year is set out ZEEXEERPHWAHIAT :

below:

2020 2019
—E-EE —E-NEF
HK$’000 HK$'000
FET TET

Customer A EPH 50,399 82,648

Customer B ®P 18,210 N/A AN R

* Accounted for less than 10% of the Group’s revenue * AT TR AREEA 10%

As at 31 December 2020, 11% (2019: 5%) of the Group’s R-_ZE_TF+_HA=+—H ZE¥

trade receivables was due from these customers. Revenue FRZBREEAREEE FEKRFIED

earned from these customers were reported in the design, 1% (ZFE—NF :5%) - REZERF
manufacturing and trading of apparels operating segment. BEm R 25 R RERET - ”iER
HOREDED o

Note: MoaE -

(@)  Depreciation and capital expenditures, which represent the depreciation, @ BEATISEREREARAS - B
additions and lease modifications of property, plant and equipment and 14 R 15FTHBENDE BB REHN
right-of-use assets as disclosed in note 14 and note 15, have been e AERBEBSUARGEREESE :
included in:

Design,
manufacturing
and trading  Money lending
of apparels services Unallocated  Consolidated
FRE A -
HERES EXRERY AAE &RE
HK$000 HK$000 HK$'000 HK$000
TR TERT TR TERT
For the year ended 31 December 2020 BE-Z-ZF+t-A=+-HLFE
Depreciation nE 4,551 2,159 1,334 8,044
Capital expenditures BARHEY 79 = 2,046 2,125
For the year ended 31 December 2019  HZ=-F-A5+-A=+—-HILEE
Depreciation nE 4,594 1,806 7,136 13,536
Capital expenditures BT 916 2,120 1,168 4,204
7. REVENUE, AND OTHER INCOME AND GAINS 7. WAREMUY AR K

Revenue represents the interest income from loans receivable, WA R ERHFEWA -« REH

and sales of apparels, net of returns, discounts and sales B WERERE - WK EHESH

related taxes. Further details regarding the Group’s principal HFiIE - BAAEBTEERNE—F

activities are disclosed in note 6. SEWENHEES -
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

Notes to the Consolidated Financial Statements

7. REVENUE, AND OTHER INCOME AND GAINS 7. WAREMY AR K

(Continued) (#)
The Group’s revenue from contracts with customers represents AEEREBHEEFAHNKGEIENE—
sale of goods which is recognised at a point in time. An analysis R AR E B - AEEAWE A
of the Group’s revenue and other income and gains are as REMPA R ESZIHTAT
follows:
2020 2019
—ECEHF —ZE-NF
HK$’000 HK$’000
FERT FAT
Revenue from contracts REHEREFEFEHHKE
with customers:
Sale of goods HEEm 107,053 146,995
Revenue from other source: REEMRAE
Interest income from loans receivable  JEUE Z A F B UL A 7,421 11,719
Total revenue A 114,474 158,714
Other income and gains HW AR W
Gain on disposals of property, plant HEME - B R FERWE
and equipment - 12
Gain on lease modification MR EME A Wz - 496
Bank interest income HRITHEMA 693 773
Subcontracting income, net DT AE =R 5,817 8,814
Government subsidies (note) BT &R (F7E) 2,446 730
Sundry income B 707 122
9,663 10,947

Note: Included in profit or loss is HK$2,050,000 (2019: Nil) of government grants
obtained from Employment Support Scheme (“ESS”) under the Anti-
epidemic Fund launched by the Hong Kong SAR Government supporting
the payroll of the Group’s employees. Under the ESS, the Group had
to commit to spend these grants on payroll expenses, and not reduce
employee head count below prescribed levels for a specified period of
time. The Group does not have other unfulfilled obligations relating to this
program.

MieE - BB ERIITIRE BT E & [HRTE
Ee | BT MRHE] 528 ([REETED
LA AEEREEF SEESNETMHE
2,050,000 7C (ZZE—NF : &) B3t A
B o BB [RLE 8 AE@EAF
SRS HYBERI£MAX - WAERE
HARTEEE S BAZR D EREKTFL
T o RS [E  A H qth B3 b R A B Y R

BITEE -
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

7. REVENUE, AND OTHER INCOME AND GAINS 7. WAREMY AR K

(Continued) (&)

HEETNBOEERRA RBURE
ESEET - B—BARZNERI0
180 A WEIBIEL AR - BHEHB
BERURENE - EROREE TEE
AR -

The performance obligation of sale of goods is satisfied upon
delivery and acceptance of the apparels products and payment
is generally due within 10-180 days from delivery. Some
contracts provide customers with a right of return which gives
rise to variable consideration subject to conditions.

REEKEEEF &N 2 D8N

The disaggregation of the Group’s revenue from contracts with

customers are as follows: N
Design, manufacturing and
trading of apparels
RER:T - RERES
2020 2019
—ECEHF —ET-NF
HK$’000 HK$’000
FExT FET
Geographical markets HhEmi5
The USA EH 100,037 130,894
Hong Kong B 5,244 11,193
Others HAty 1,772 4,908
Total revenue from contracts REHEEFEASLMKTREE
with customers 107,053 146,995
The following table provides information about trade and TRIEHAMREEFSONE SHEKK
bills receivables and contract liabilities from contracts with ENEREERGHEENER -
customers.
2020 2019
—E-EF —E-NAF
HK$’000 HK$’000
FET FET
As at 31 December R+=-—A=+—8
Trade and bills receivables (note 19) B WA R R
(FFEE19) 19,136 24,099
Contract liabilities (note 26) a#HaE (Mskee) 2,551 2,089
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

Notes to the Consolidated Financial Statements

22
7. REVENUE, AND OTHER INCOME AND GAINS 7. WARHEAMKBARKZE
(Continued) (#)
The Group has applied the practical expedient to its sales AEEHEREEMNESSOERE
contracts of apparels products and therefore no information are BEEE - AW EKRERAER -
disclosed for revenue that the Group will be entitled to when HmASE AR RIEHAHR A —FX
it satisfies the remaining performance obligations under the A TREESHEHRENE THFIRELNR
contracts for apparels production that had an original expected % e
duration of one year or less.
8. FINANCE COSTS 8. ®EMAK
2020 2019
—EEH —E-NF
HK$’000 HK$'000
FHET FAT
Interest on lease liabilities HEBENE 315 875
o)
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

LOSS BEFORE INCOME TAX 9. BRFFSHRIEER
Loss before income tax is arrived at after charging/(crediting): BRETSFRAEE ISR, GEA) T
5| S IR IZEEL -
2020 2019
—ECEHF —ZT-NF
HK$’000 HK$’000
FHET FAT
Auditor’s remuneration ZEREN N £ 750 710
Cost of inventories recognised ERERARZMTFENAR

as expense (note () (P (i) 89,517 126,518
Depreciation of property, plant M - BERBEITE (HFE14)

and equipment (note 14) 2,435 4,164
Written-off of property, plant MIE - B KRR MY (EE14)

and equipment (note 14) - 6,122
Depreciation of right-of-use assets FREEENE (HiE15)

(note 15) 5,609 9,372
Foreign exchange loss/(gain), net [N =EE () F8E 71 (156)
Impairment on inventories FERE 2,634 1,456
(Reversal of)/provision for ECL B SR GIBTEEEEE

on trade receivables (note 19) (BE) B (FIE19) (8) 246
Provision for ECL on loans RN E S T S BREEEBRE

and interest receivables (note 20) (Fff5E20) 17,021 989
Short-term lease expense HHHEBA 872 1,364
Employee benefit expense EERAMFAX

(including directors’ emoluments (BRESEME (M15E10))

(note 10))

- Wages and salaries -TEKH® 41,891 52,309
— Pension scheme contribution — RURET IR

— defined contribution plans - REMAKETE 1,844 2,082
— Other benefits - Btz A 1,556 2,090
Note: PIsE
() Cost of inventories includes subcontracting charges, staff costs, and ) FEXRABEMIER - 8 TRARSR

depreciation, totaling HK$27,897,000 (2019: HK$41,990,000). : 4 $£27,807,000/8 7T (=T — A4 -

41,990,000 7T) °
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

10. DIRECTORS’ EMOLUMENTS AND FIVE HIGHEST

10 EEME R ABESHA
PAID INDIVIDUALS T

(a) EEME

R FEBRESNME D

(a) Directors’ emoluments

The emoluments of each of the directors for the years

presented are set out below: N
Salaries, Pension
allowances and scheme
Fees  benefits in kind contributions Total
e 2R
ne BMBEN  BAGTEER st
HK$'000 HK$'000 HK$'000 HK$'000
Ti#n T#7r Ti#n T#n
Year ended 31 December 2020 BE-B-ZET-AST-ALER
Executive directors: HITEE
Ms. Tin Yat Yu Carol (*Ms. Tin’) -t (Bat))(R-F-hE
(appointed on 11 October 2019) (note (i) TAT—BEZM) (i) - 1,200 18 1,218
Mr. Cheung Ka Lung RRELE
(appointed on 28 June 2019) (W=F-nEXA-1/\REZA) - 2,502 18 2,520
M. Guo Lin g
(resigned on 11 January 2021) (M=F=—-%-A+-AE8) - 1,200 18 1,218
Mr. Jiang Mingsheng ZHERE
(resigned on 11 January 2021) (W=F=-5-A+—R§k) - 600 - 600
Mr. Jiang Tianging BEEEE
(resigned on 11 January 2021) (R=Z=—-%-A+-AE8) - 600 - 600
- 6,102 54 6,156
Independent non-executive dlrectors: BUFHTEE
Mr. Tang Shu Pui, Simon el fey e 240 - - 240
Mr. Hon Ming Sang BHARE 240 - - 240
Mr. Lyu Hongoing BARRE
(resigned on 7 September 2020) (WZZZZENALHER) 165 - - 165
Mr. Wu Fei RALE
(resigned on 18 January 2021) (W=Z=—%-A+/\RERH) 240 - - 240
Ms. Lo Wing Sze Jp Biad ATt
(appointed on 22 January 2021) (R=Z=—F-A-T=REZET) - - - -
885 - - 885
Total emoluments HewE 885 6,102 54 7,0
4@ CEFC Hong Kong Financial Investment Company Limited Z /5= & 7R & BR A7) O
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

10. DIRECTORS’ EMOLUMENTS AND FIVE HIGHEST 10. ESMl&RAEBESHA
PAID INDIVIDUALS (continued) T

(a) EEME »

R FEBRESNME D

(a) Directors’ emoluments (Continued)

The emoluments of each of the directors for the years

presented are set out below: ™
Salaries, Pension
allowances and scheme
Fees benefits in kind contributions Total
e R
ik BN RIGGEIR it
HKS'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TE#R
Year ended 31 December 2019 BEZE-NEtZA=+-HLEE
Executive directors: HiTEE:
Mr. Guo Lin Bl v - 1200 18 1218
Mr. Wang Zhou B b
(resignd on 8 March 2019) (RZZ-NE=R\BEB) - 122 - 122
Mr. Jiang Mingsheng FHELE - 600 - 600
Mr. Jiang Tianging BEERE - 600 - 600
Mr. Cheung Ka Lung RRETE - 2,502 18 2520
Ms. Tin iilan - 920 18 938
M. Hubert Tien BEHEE
(resigned on 11 October 2019) (RZZ-hETAT-HER) - 2,337 18 2,355
Mr. Liu Chun Fai BERRE
(resigned on 28 June 2019) (R=Z-NFAA-1/\BER) - 307 9 316
- 8,588 81 8,669
Independlent non-executive directors: BUFRTES
Mr. Lyu Hongbing RAERE 240 - - 240
Mr. Tang Shu Pui, Simon ey e 240 - - 240
Mr. Hon Ming Sang BHELE 240 - - 240
Mr. Wu Fei RRRE 240 - - 240
960 - - 960
Total emoluments e % 960 8,588 81 9,629
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

10. DIRECTORS’ EMOLUMENTS AND FIVE HIGHEST
PAID INDIVIDUALS (continued)

(a) Directors’ emoluments (Continued)

(b)

Notes:

Ms. Tin, an executive director and also a beneficial owner of
the Company, was appointed as the chairman of the Board on
18 January 2021.

The remuneration of the directors disclosed above only included
their remuneration during the period when they are holding the
office as directors of the Compan.

The executive directors’ emoluments shown above were mainly
for their services in connection with the management of the affairs
of the Company and the Group. The independent non-executive
directors’ emoluments shown above were mainly for their services
as directors of the Company.

Senior management’s emoluments

Senior management includes directors and other senior
executives. The analysis of the emoluments for senior

1&§$M§&£%m%ﬁk
(%)

BEEMWE )

()

(b)

SRR

WITEEHLZ LT (HMARRTNE
H“HEBEAN)ER_ZTE=-—%F—A
TN\BEZAARESSERE -

EXFBRENESHINERERS
AR B = B 75 0 ) A A

ERHTESENFHEZERES
HEBARRRAEEEHEMEMR
EERT - BB IEMITE R
HE2EARERAARETES
PRt ro AR -

SREEBHNME

= A

ERERREENEMER

THRABR - SRERE (T84

management excluding the directors, whose details have FIEE RERMIFE10@ M ES)

been reflected in note 10(a) for the year is set out below: RIBEIT -
2020 2019
—EEH —E-NF
HK$’000 HK$’000
FHET FAT

Salaries, allowances e ZMREWET

and benefits in kind 3,390 954
Pension scheme contribution RIRFTEIME R 36 18
3,426 972

The emoluments of the senior management excluding the
directors fell within following bands:

BREEABNHIHER T5IEE

Number of employees

RE AR
2020 2019
—g-ex| —z h%
HK$500,001 to HK$ 1,000,000 500,001 /&7TZ 1,000,000 %8 7T = 1
HK$1,000,001 to HK$1,500,000 1,000,001 /&7TZ 1,500,000 %8 7T 1 -
HK$1,500,001 to HK$2,500,000 1,500,001 7T % 2,500,000 % 7T 1 -
2 1
O
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

10. DIRECTORS’ EMOLUMENTS AND FIVE HIGHEST 10. ESMleREBESHFA
PAID INDIVIDUALS (continued) T

(c) Five highest paid individuals (c) EEEmEEHAL

The five highest paid individuals of the Group included
3 (2019: 3) directors/ former director for the year whose
emoluments are reflected in note 10(a). The analysis of
the emoluments of the remaining 2 (2019: 2) highest paid
individuals for the year is set out below:

REEAEBNAERESHAL
BRE=Z%2(ZZF-NF: =4)
BEX/HEE pfBeER
BREEFTFE10(a) - EHEFM A (= F
—NE:MB) REHALRA

FENME OO
2020 2019
—E-EF —T—hEF
HK$’000 HK$’000
FHT FHET
Salaries, allowances e R NEWER
and benefits in kind 3,390 1,932
Pension scheme contribution RORET B R 36 36
3,426 1,968

Number of non-director highest paid employees whose
emoluments fell within the following bands is as follows:

MERENATHRENFESTHRS
FREAZNT

Number of employees

EEAY
2020 2019
—ECEF —E-NF
HK$500,001 to HK$ 1,000,000 500,001 # 7T & 1,500,000 78 7T - 2
HK$1,000,001 to HK$1,500,000 1,000,001 # 7T 1,500,000 7 7T 1 -
HK$1,500,001 to HK$2,500,000 1,500,001 7T 2 2,500,000 7 7T 1 -
2 2

During the years ended 31 December 2020 and 2019,
no director or any of the highest paid individuals waived
or agreed to waive any emoluments and there were no
emoluments paid by the Group to the directors or any of
the highest paid individuals of the Group as an inducement
to join or upon joining the Group or as compensation for
loss of office.

REBEEZZ-_ZFR_ZT—NEF
+—A=+—HLEE #HEs
EREAEaTATHEXRE
WEEMME - B RSB BER
BRI HEEHATINEM
e - fEAMAREBE K IARL
HHEE - SkERER (S o
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

11. INCOME TAX EXPENSE

Notes to the Consolidated Financial Statements

1. fTEFHEX

2020 2019
—E-EE —E-NEF
HK$’000 HK$’000
FER FAT

Current income tax charged AREEMNEFAEHAX -

for the year:

Hong Kong profits tax BEBEN 79 597
USA corporate income tax (“CIT”) EBIPEAER ([REPEMEH]) - 6
Under provision in respect of prior years 5CRIFEEE T2 - 1,287
79 1,890
Deferred tax (note 28) EIERIE (P3E28) 998 3,742
1,077 5,632

()  Pursuant to the rules and regulations of the British Virgin
Islands (“BVI”) and the Cayman lIslands, the Group is not
subject to any taxation under these jurisdictions.

(i) Hong Kong profits tax is calculated at 16.5% (2019:
16.5%) on the estimated assessable profits arising in
Hong Kong, except for the first HK$2,000,000 of qualified
entity’s assessable profit is calculated at 8.25% (2019:
8.25%), which is in accordance with the new two-
tiered profits tax rates regime with effect from the year of
assessment 2018/19.

(i) PRC EIT is calculated at a rate of 25% (2019: 25%) on
the estimated assessable profits of the Group’s PRC
subsidiary for the year.

Under the law of the PRC on EIT, corporate withholding
income tax is levied on the foreign investor for the
dividends distributed out of the profits generated by the
foreign investment enterprises. The Group’s applicable
withholding income tax rate is 5% (2019: 5%).

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)

(i)

(i)

RERBEBARES ((RBER
REE] FHREREMMRIE
5] NEEBBABNZS BDEE
&R H AR IA -

BEBNESHEAFTEERBESE
A ET FEEREL R FIM 16.5% (=&
—NF 1 16.5%) 518 - BIREAR
ZE-)\—NRBEERER
MFMARGFEHE  AERKE
B2 1) 55 2,000,000 78 7T FE 2R 7 i )
#8.25%( —ZE— L% : 8.25%)
FHA o

Bl FTEH TiR A E B+
M8 AR AFER G ERB S
FIE)25% (ZF—JLF : 25%) &F
1R -

BERESEMSHRE - HINH
BREERINECEMEEAZ R
Fo IR 2 BB BB ETBINAME
o REEBAZENMEHH
REE%(ZT—NF  5%) °




11. INCOME TAX EXPENSE (Continued)

Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

(iv)  The USA CIT comprises federal income tax calculated at
a rate of 156% and state and local income tax calculated
at various rates on the estimated assessable profits of the
Group’s subsidiary in the USA.

A reconciliation of income tax expense applicable to loss before
income tax at the statutory tax rate to the income tax expense

1. 88X )

(v) XBEGEMEHRE[ERAEER
e = PN e B i
MR 15% 51 H BB P ISHIA K
WA RBR R H a9 K77 Prig
R o

BORTE MR BB FTS T AT B 188
RIS S - IR BRI R EE R

at the effective tax rate is as follows: SHAZMEERNT -
2020 2019
—ECEH ZE-NF
HK$’000 HK$'000
FHET F&TT
Loss before income tax bR TSR RIS 18 (67,038) (71,048)
Tax calculated at the rates applicable LAE AN B BRI e ARk
to profits in the tax [@a A MB R ERTIE
jurisdictions concerned (11,655) (12,098)
Tax effect of non-taxable and AR R T RENTRIER
non-deductible items, net SR 2 F 5 7,614 9,102
Under provision in respect of prior years 5cRIFEEE T2 - 1,287
Tax effect of tax losses not recognised ~ KRIERTIEE BRI IETE 5,118 6,015
Others Hib - 1,326
Income tax expense FriSfif X 1,077 5,632
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

12.

13.

DIVIDENDS

No interim dividend was declared during the year (2019: Nil) and
the board of directors of the Company does not recommend the
payment of any final dividend for the year ended 31 December
2020 (2019: Nil).

LOSS PER SHARE

The calculations of basic loss per share are based on the
loss for the year attributable to owners of the Company of
approximately HK$68,115,000 (2019: HK$76,680,000) and
the weighted average of 1,690,000,000 (2019: 1,690,000,000)
shares in issue during the year.

Diluted loss per share are the same as the basic loss per share
as there were no potential ordinary shares in existence during
the year.

4® CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)

12.

13.

Hﬁ /%\

AFEEVESEFERE (ZE—N
FE) BARREESIEHRRN
HE-Z-TF+-_A=+—HILFE
MARERE (ZT—haF &) -

FREE

BREAEBIRERNARES AEN
FEE184768,115,00087T (ZZ—Hh
F 1 76,680,000/87T) RFERNBEETIR
19 &9 N # - 35 £41,690,000,000 f% (=
T — N4 1 1,690,000,000 %) 5+& -

AR F A EE AR SRR - B
BEERSFRSMENESE -




Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

14. PROPERTY, PLANT AND EQUIPMENT 14. 1% - BERZE
Furniture,
fixtures
Leasehold and office Motor
Buildings - improvements Machinery  equipment vehicles Total
il %BR
BF HENEEE BE  BOZRE AE Ch

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THETL THETL THETL THETL TEL TEL

Year ended 31 December 2019 BE-E-AE+-A=t-HLEE

Opening net cayingamount~~ FAIGASE 7,683 8473 1,062 4253 73 22,405
Addiions AE - - - 13 - 13
Disposals hE - - - - 408) (408)
Witten off s - (3,545) - (2577) - (6,122)
Depreciation nE (709) (2,108) (179) (1,014) (163) (4,164)
Fxchange differences B ES (158) - (20) U @ (189)
Closing net carmying amount EREEEE 7022 2,622 864 668 159 1153
At 31 December 2019 RZB-AFtZR=1-A

and 1 January 2020 R=2-%%-5-H
Cost A 15,453 11,528 3,618 8937 1,530 41,066
Accumulated depreciation ZitE (8.431) (8,706) (2,754) (8.269) (1,371) (29,531)
Net carrying amount KA 7022 2,822 864 668 159 1153
Year ended 31 December 2020 HZ-Z-FF+-F=+-ALFE
Openingnet camyingamount IR FE 7,022 2,822 864 668 159 11,535
Depreciation ik (718) (1,266) (162) (258) (31) (2,435)
Bxchange differences EiEE 439 - 59 19 11 520
Closing net carrying amount ~ EXEREFE 6,743 1,556 753 429 139 9,620
At 31 December 2020 R-B-EE+Z/=t1-8
Cost WA 16,470 11,817 3,856 9,131 1,563 42,831
Accumulated depreciation ZihE (9,727) (10,261) (3,103) (8,702 (1,424) (33,217)
Net carrying amount BEFE 6,743 1,556 753 429 139 9,620
As at 31 December 2020, gross carrying amount of RZZEZFTF+_A=+—0 HEY
HK$4,689,000 (2019: HK$4,400,000) of leasehold ¥4 (54,689,000 70 (ZT— A4
improvements and HK$300,000 (2019: HK$300,000) of motor 4,400,000/ 7t) K& /3 ¥ 300,000/% 7T
vehicles were fully depreciated but still in use by the Group. (ZZ—N4F : 300,000%7T) HIERE 4

SHOBENEERDRAEEEM -

As at 31 December 2019, the Group’s buildings with net RZZE-NF+A=+—08 "  REF

carrying amounts of approximately HK$3,692,000 were pledged {E#93,692,000 B TR AL BEFE 1

to secure the Group’s bills payable (note 24). TR AERAEBERENER (T
24) o
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

15. RIGHT-OF-USE ASSETS 15. EREERE
Leasehold Office Office
land premises  equipment Total
HE+i BAME BWAERE M@t
HK$’000 HK$’000 HK$’000 HK$°000
TR THET TR THER
Year ended 31 December 2019 BE-Z-hE+=-R=t-H
ILFE
Opening net carrying amount FUEREFE 1,715 19,677 1,060 22,452
Addition NE - 4,204 - 4,204
Depreciation e (54) (9,083) (235) (9,372)
Effect of modification to lease terms ~~ THHHE M/ 2 - (7,426) — (7,426)
Exchange differences 5 ES (36) - - (36)
Closing net carrying amount FREEHE 1,625 7,372 825 9,822
At 31 December 2019 RZE-AF+=A=+-H
and 1 January 2020 K=—E-EF-H-H
Cost A 2,242 11,056 1,177 14,475
Accumulated depreciation ZEME 617) (3,684) (352) (4,653)
Net carrying amount REFE 1,625 7,372 825 9,822
Year ended 31 December 2020 BE-_Z-Z5+-B=1-H
IEEE
Opening net carrying amount FNEEFE 1,625 7,372 825 9,822
Depreciation e (50) (5,323) (236) (5,609)
Effect of modification to lease terms ~ TAEAE e & - 2,125 = 2,125
Exchange differences EHERE 107 - - 107
Closing net carrying amount FREEFE 1,682 4,174 589 6,445
At 31 December 2020 R-B-ZF+ZA=t-H
Cost A 2,339 13,181 1,177 16,697
Accumulated depreciation ZEME (657) (9,007) (588) (10,252)
Net carrying amount IREFE 1,682 4,174 589 6,445
The Group’s right-of-use assets comprise leasehold interests in REBMFEREEESE TR —M®L
aland in the PRC and held under long-term lease. M EAREEREHEERE
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15.

16.

Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

RIGHT-OF-USE ASSETS (Continued)

During the year ended 31 December 2019, the Group’s
office premises with net carrying amounts of approximately
HK$7,426,000 were written off due to modifications to lease
terms. Gain on lease modification of HK$496,000 was credited
to profit or loss.

Leasehold land is pledged to secure the Group’s bills payable
as at 31 December 2019 (note 24).

GOODWILL

The amount of goodwill capitalised as an asset, arising from
business combination, is as follows:

15.

16.

EREEE @

RE-T-AFt-A=+-AL
0 RKEE KK REFED
7,426,000 TRV 215 77 - TRIRIE 2
Y25 496,000 8 T2 5T AtE R e

MELHE THER - FRAKER=-F
—hF+ZA=1+—HNENRENE
& (HzE24) -

kS

EBAMMELEMEBFEENDE
AW

2020 2019

it —E-NF

HK$’000 HK$’000

FET FHET

Cost at 31 December R+—-A=+—HZK~K 99,109 99,109
Accumulated impairment losses RETREEE (64,477) (41,743
Carrying amount as at 31 December Rt+—A=+—B8ZKmEE 34,632 57,366

For the purpose of impairment testing, goodwill and intangible
asset are allocated to the CGU in relation to the Group’s
provision of money lending services (“Money Lending CGU”) in
Hong Kong.

The recoverable amount of Money Lending CGU has been
determined from value-in-use calculation based on cash flow
projections from formally approved budgets by management
covering a five-year period. The discount rate applied to the
cash flow projections is 15.6% (2019: 11.4%). Cash flows
beyond the five-year period are extrapolated using a steady
growth rate of 3% (2019: 3%), which does not exceed the long-
term growth rate for the relevant industry in Hong Kong. The
discount rate used is pre-tax and reflected specific risks relating
to the relevant Money Lending CGU. The growth rate of cash
flows of 3% (2019: 3%) within the five-year period have been
based on past experience.

UBEAENE  BEREVEENR
EREASENEBRHEERBERSEE
BOReELEN ([ERMERSE
HEL]) e

EXmEReEA BN PO IR
BRERFHEEEREIENTEE
FrEienEBATENERERE
EoBARBRESREBRANRES
15.6% (ZZE—NF : 11.4%) c B A
FHNReRERFREREI%(Z
T—NF:3%) HE  ZEREIE
HREARNABITERIAGRE - 1A
AR R AT ATAAIR R - REREAEER
MERSELSEUEBENSEERRE - IR
EMEBIN(ZZE—NF :3%) WRF
HE R EIBT LR METE -
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

16. GOODWILL (continued) 16. B2 »)

The key assumptions used in the budget plan are as follow:

Discount rate — the discount rate used is pre-tax and reflects
specific risks related to the CGU; and

Long term growth rate — the weighted average growth rate used
to extrapolate cash flows beyond the budget period.

As the Group’s customers for Money Lending CGU are mainly
in Hong Kong, the Money Lending CGU is heavily influenced by
the Hong Kong economy. The outbreak of COVID-19 pandemic
during the year ended 31 December 2020 had unavoidably
posed negative impact on the outlook of the Money Lending
CGU and an impairment loss of goodwill of approximately
HK$22,734,000 (2019: HK$ 30,290,000) was recognised for
the year ended 31 December 2020 to write down the carrying
amount of the Money Lending CGU to its recoverable amount
of HK$41,000,000 (2019: HK$70,000,000) as at 31 December
2020.

17. INTANGIBLE ASSET

ARBEESINEERKRRNAT

AR - TR R AHRAAEE »
BRER S EL BN AR ERR K&

RHEES - ARBHEENERS
TR TR RE o

HRAEBEEFRERSEASUNE
FEXEZEMRES  ALERRERSE
BRI BEARBENEATE - HE
—E-TF+_A=t+—HIEE"
COVID-19 7 1518 2% 4 1] it G b ¥ B 3K
BMERCEABMNMNASENEEY
2 i SR E 1B 422,734,000 %
7T (ZZ— L% : 30,290,000/ L) B
REBEZZZTF+_A=1+—HIEF
ERRUBERRERSCEEEML
REEMEEER T _FF+ A
=+— B &y 7] Y [E & 58 41,000,000 %
7T (ZZ— N4 : 70,000,000/87T) °

17. B EE

Money
lending
license

EXmE MR
HK$°000
FHET

Cost and carrying value R KR RE{E
As at 31 December 2019,

1 January and 31 December 2020

R=B—hE+=A=+-8
—g-®E-B-ARt-A=+-A 800
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

/P =
17. INTANGIBLE ASSET (Continued) 17. B EE »
The license has a legal life of 1 year but is renewable every MR 2 ERFHA1F - B URERK
year at minimal cost. The directors of the Company are of the AEFER - ARREERANEEE
opinion that the Group would renew the license continuously SRBEREBES  WHEALED - K
and has the ability to do so. Various studies including product SEEREDETZENR  BEEM
life cycle studies, market, competitive and environmental trends, FHIATE - 5 - BmERIREBE - MU
and brand extension opportunities have been performed by RmEAE - ZEMRZFFERE
management of the Group, which supports that the license has HAY MR TE AR 1) - TR ez RRIR Il 2
no foreseeable limit to the period over which the provision of fRIG AT A E FHIERE A AL E S RIS
services restricted by license are expected to generate net cash MEFRE ©
flows for the Group.
As a result, the license is considered by the management of the Hit - AEEERERRZERAGRE
Group as having an indefinite useful life because it is expected REAFHE - AATEHZE R ERLE
to contribute to net cash inflows indefinitely. The license will MRS MAFRE - ZEREHAFERE
not be amortised until its useful life is determined to be finite. HWETABR AT T SHEITE# -
Instead, it will be tested for impairment annually and whenever WMz - ZEREETFETRER
there is an indication that it may be impaired. o R BEPRETE A gL IRRER
HEITRIE -
For the key assumptions applied in determination of value-in- EHERANETRERRBZERMER
use calculation of Money Lending CGU containing the license, TEABMERAEETE CBRER
please refer to note 16 for details. BAEZBRBEDTZFIE - BLHEM T
16 °
Pi=]
18. INVENTORIES 18. &
2020 2019
—ETEH —E-NF
HK$’000 HK$ 000
FHET FAT
Raw materials and consumables R R FEM 4,051 2,778
Work in progress & 864 623
Finished goods IAK oh 18,999 20,895
23,914 24,296
Less: Provision for impairment B W mIFERERE
of inventories of finished goods (11,943) (9,309)
11,971 14,987
o
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

19. TRADE AND BILLS RECEIVABLES

Notes to the Consolidated Financial Statements

19. EZEWFREREREE

2020 2019
—ECEF —E-NF
HK$’000 HK$’000
FHT FHEIT
Trade receivables E S EWFIE 19,781 21,727
Less: impairment loss R REEE (645) (653)
19,136 21,074
Bills receivable RN EE - 3,025
19,136 24,099

Trade receivables are recognised at their original invoice
amounts which represented their fair values at initial recognition.
The Group’s trade receivables are attributable to a number of
independent customers with credit terms. Bills receivable are
received from independent customers under the ordinary course
of business. The Group normally allows a credit period ranging
from 10 to 180 days (2019: 10 to 180 days) to its customers.
Trade and bills receivables are non-interest bearing.

Ageing analysis of trade receivables based on invoice date and
net of loss allowance is as follows:

B RRFEIRFEEERR - BZE
E Z B IERVHERR ) QT E -
REBENE SRERFIBEGRZELERE
EHNELEF - BRREBRANBEHE
BREFEBEIEFIWE - XAEERE
EHFEZRPNT102180K (ZZ2—N
F:102180K) WEEH - EFENK
FIEREWRRIETT B o

RIBZHZEHNE SRR (NERE
1BEE) RO

2020 2019

—ETEF —E-NF

HK$’000 HK$’000

FH&T FHT

0 to 30 days 0Z30H 8,897 5,290
31 to 60 days 312 60H 4,403 2,659
61 to 90 days 61290H 2,230 5,034
91 to 180 days 912180 H 913 3,466
Over 180 days 35180 H 2,693 4,625
19,136 21,074
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

19. TRADE AND BILLS RECEIVABLES (continueq)

19. EZEWFREREREE

(&)
The movements in the provision for loss allowance on trade FHRE S RBGIEEERENEEENR
receivables are as follows: W
HK$’'000
FET
At 1 January 2019 RZE—NF—HA—H 407
Provision for loss allowance recognised FRERHEEERE
during the year (note 9) (FF3E9) 246
At 31 December 2019 and 1 January 2020 RZE-NF+ZHA=1+—H
E—E-ZH—-H—H 653
Reversal of provision for loss allowance FAERTREIBEERD
recognised during the year (note 9) (FF5E9) (8)
At 31 December 2020 R-BZEF+ZA=1+—H 645

The Group provided for impairment loss on individual
assessment based on the accounting policy stated in note 4.9(ii)
established under HKFRS 9 for the year ended 31 December
2020 and 2019. The Group did not hold any collateral as
security over the trade receivables. However, in order to
minimise the credit risk of not receiving payments from its
customers, the Group has entered into arrangements with a
financial institution in the USA and a bank in Hong Kong (which
in turn entered into certain arrangement with an insurance
company in this connection), and Hong Kong Export Credit
Insurance Corporation (a statutory body which provides Hong
Kong exporters with insurance protection against non-payment
risks arising from commercial and political events), which
offered trade receivable credit protection arrangement against
the Group’s trade receivables for certain major customers.
As at 31 December 2020, trade receivables of approximately
HK$15,323,000 (2019: HK$7,584,000) were under such
arrangements of which if the Group ultimately becomes unable
to collect the trade receivables, the Group will be entitled to
receive compensation for the trade receivables from the relevant
financial institution, the bank and the statutory body.

REBERBEE SV EMEERNEORE
S RNP EE 4.9(0) BTS2 BT EOR - 1R {E R
TEARREE T _TFR TN
F+- A=+ BHLEFERNREBIBE
R o A B AR E 5 EIGRIER
BEMERR - Al - AREREEE
BEFPWBFIENERARR - AEEE
BEFR-—RSBMEEREE —RIRIT
REALAEARER (—AHREER
BUAREHEKMEMRRRES LA
ERBERBREZETHE)  FTUR
BE (Maz < B s I 8R 1T BIBE L BRI
RNAFIMNETZH)  BHETEERP
MEANEENE S RIGUERHE S
W EERRELZS - RZTZTF
+=A=+—8 " #15,323,0007% T
(ZZ—N%F : 7,584,000/87T) WE S
EWRIEZ B @ HHRE - Bt -
REEFKRAEWEE ZRIIE - &
SEBAEEZIEMoREE  RITR
EEREREBE SHEKFIBL T

{8 -
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

19. TRADE AND BILLS RECEIVABLES (continued) 19. ESENREBREREE

(#)
An impairment analysis is performed at each reporting date REmE BB R R EEEEITRESD
using a provisional matrix to measure ECL. The provision rates T LETERHEESE - BERHE
are based on days past due for groupings of various customers REBBRUBEEANZERF 5048
with similar loss patterns. The calculation reflects the probability- MBI B EETE - ZrtERBIAEK
weighted outcome, the time value of money and reasonable MEER - EEEREEBELNTRE A H
and supportable information that is available at the reporting AISMBEBTEIR - BRI RARRK
date about past events, current conditions and forecasts of KOEARRTBAIR S IE R A EER -
future economic conditions.
Set out below is the information about the credit risk exposure ITERAREBERESY EEASEE S
on the Group’s trade receivables using a provisional matrix: EUIEREERBRER
2020 o t ¥
For the receivables under credit protection arrangement: BERAREZENERIE
Past due
g
Less than 3to6 6to12 Over
Current 3 months months months 1 year Total
TEA 3% 6%
B 3f@A 6f8A 12f8F HB1§ am
ECL rate HEEEEREX 0.6% 1.5% 3% 5% 10%
Gross carryingamount  BREI4 S (AT
(HK$000) 12,107 2,917 85 - 214 15,323
ECLs (HK$'000) BHEEHE (TAT) 77 44 3 - 21 145
For the receivables without under credit protection arrangement: mERREZENEREIE:
Past due
ag
Less than 3to6 6to12 Over
Current 3 months months months 1 year Total
TER 3% 6%
BN 3f@A 6f8A 1288 BB1§ am
ECL rate RHEEHEX 1% 3% 6% 10% 20%
Gross carryingamount  BREIAS%E (F&T)
(HK$000) 955 902 - 567 2,034 4,458
ECLs (HK$'000) BHEESE (TAT) 9 27 - 57 407 500
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19. TRADE AND BILLS RECEIVABLES (continueq)

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

. BSRWRERERERES

(#)
2019 —E-hEF
For the receivables under credit protection arrangement: BERREZHNERRIE
Past due
k-
Less than 3t06 61012 Over
Current 3 months months months 1 year Total
i 3z 62
BNEA 3fEA 61EA 1218A i1 F k)
ECL rate BHEEEEX 0.5% 1% 1.5% 3.5% 5%
Gross carryingamount  BRE4SE (FiET)

(HK$’000) 1,556 5,623 96 102 207 7,584
ECLs (HK$'000) BHEEEHE (FAT) 8 56 2 4 10 80
For the receivables without under credit protection arrangement: BERAREZENERFE :

Past due
fa HA

Less than 3t06 6to 12 Over

Current 3 months months months 1 year Total
ik 3z 62

ENE 3fEA 61& A 12184 i1 F ks

ECL rate RHEEHEX 1% 2% 3% 7% 10%

Gross carryingamount  BREIA£%E (F&T)

(HK$'000) 8,707 564 173 - 4,699 14,143

ECLs (HK$'000) BHEEEE (FAT) 87 11 5 - 470 573
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

20. LOANS AND INTEREST RECEIVABLES 20. EWEFREFE

2020 2019
—E-EE —E-NEF
HK$’000 HK$’000
FHT FHEIT
Non-current JEENER
Loans receivable EUE R = 1,472
Current BNHA
Loans receivable FEUE TR 123,763 111,068
Interest receivables FEUF B 4,808 2,749
Less: impairment loss B OREEE (19,809) (2,788)
108,762 111,029
108,762 112,501

The Group’s loans and interest receivables, which arose from
the money lending business of providing corporate loans,
personal loans and property mortgage loans in Hong Kong, are
denominated in HKS.

As at 31 December 2020, loans and interest receivables of
HK$58,901,000 (2019: HK$73,560,000) were unsecured while
remaining loans and interest receivables of HK$49,861,000
(2019: HK$38,941,000) were secured by charges over certain
properties in Hong Kong and personal properties such as
diamonds and jewelries, and guaranteed by certain independent
third parties. The interest rates on all loans receivable are
from 3% to 36% (2019: 2.3% to 36%) per annum and loans
receivable are due within 12 months (2019: 12-24 months) and
contain repayment on demand clause. The maximum exposure
to credit risk at each of the reporting date is the carrying value
of the loans and interest receivables mentioned above.

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)

REE R I E TS IABTTEHE -
ELERNEBRHEEXER - EAER
EMEZBERNERBE X -

RZEZZTEF+_RA=+—8"
58,901,000 B TR EF KFIE (=
T — A4 : 73,560,000/ 7T) A K
o k49,861,000 TR FE U &
HEFE (ZZE—N4F - 38,941,000
L) HERETEEMERBEANE
(MBARKE) (EEH - WHHET
BUIEZHER - 2HEKE KT
RIFFEFERI%EIH (T —NEF:
2.3% £ 36%) it EREWKEFN121E
A(ZE—NF 12824 F) AE
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

20. LOANS AND INTEREST RECEIVABLES (continueq)

Before granting loans to outsiders, the Group uses an internal
credit assessment process to assess the potential borrower’s
credit quality and defines credit limits granted to borrowers.
Credit limits granted attributed to borrowers are reviewed by the
management periodically.

As at the reporting date, the Group reviewed its loans and
interest receivables for evidence of impairment on both individual
and collective basis. The Group recognised impairment loss on
individual assessment based on the accounting policy stated
in note 4.9(ii) established under HKFRS 9 for the years ended
31 December 2020 and 2019.

The Group has measured impairment loss for loans and
interest receivables based on 12-month ECLs unless there
have been a significant increase in credit risk since origination,
then the allowance will be based on lifetime ECLs. The Group
has assessed the ECLs on loans and interest receivables
based on the Group’s historical credit loss experience,
adjusted for forward-looking factors specific to the debtors
and the economic environment. As at 31 December 2020,
HK$1,800,000 (2019: HK$1,799,000) provision for impairment
loss was made on loans and interest receivables that were
credit-impaired.

20. EIWEFZEFE @)

FSNEEA TR B E AT - AEREEHRA
MEEHEREFHEEEERANEE
BE UBFEHRTERANEERSE -
RTERANGEERBESHEEEEH

LA X
A“?\DT.T °

RiE B - REBIRERIFEEERE
EMEWERNNE - LNERARBAE
MRENEE REE-T-_TFR—
T-NF+A=T—RHILFE  *&
BREFBVBREENFOREILR
P 5E 4.9(1i) P it 89 & R R SRR (8 Bl FF 4
77 AR ER IR ©

AEEBERN12EABHEEBEBTE
ERER RS EERE  BRIEAE
ERBESBZEBRAR LA - Higl
ERGERBHEESBELRE - &
EEERAEENBEEEEELRT
HEKER LA EHEREEERE - I
REBANBFERATE R E R EERE
VEHHER N —_ZE_BF+_-_H=+—
H - HEEERENERRERF SIE
o (B 85 18 5 #%5 1,800,000 8 T (=&
— L5 1,799,000 7T) °
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

20. LOANS AND INTEREST RECEIVABLES (continueq)

The movements in provision for impairment of loans and interest

receivables are as follows:

Notes to the Consolidated Financial Statements

e PR RRME

20. EWEFREFE @
R 2B F B E R NS T

2020 2019
e “E-NE
Non credit- Credit- Non credit- Credit-
impaired impaired impaired impaired
Provision for impairment KMEERE BiEERE *MEERA BiEERE
measured at 12-month ECL  Lifetime ECL  Lifetime ECL | 12-month ECL Lifetime ECL
HERENTELSR 12{8R HES HES 12{EA FEH
REGEFR #HEEFE RICEFE | BNEEEE BHGERR
HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
TER TER TER FHL TET
At beginning of year REA] 989 - 1,799 - 1,799
Transfer to Lifetime ECL - BREREN
non credit-impaired EHEESSE
—KEERME (909) 909 - - -
Charged for the year (note 9) FRmk (H3E9) 73 16,947 1 989 -
At end of year RER 153 17,856 1,800 989 1,799
o)
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

20. LOANS AND INTEREST RECEIVABLES (continves)  20. EURE R R RIS ()
The following table explains changes in the gross carrying TREEREBKEREMNEMEMRASRE
amount of the loans and interest receivables that explain their 25 AREEREYEKRER L STEE
significance to the changes in the ECL allowances for loans and EEERHEENEZE
interest receivables:
2020 2019
b St 33 —Z-NF
Non credit- Credit- Non credit- Credit-
impaired impaired impaired impaired
Loans and interest receivables, KMEERE EiEERE RMEERE BEEERE
gross, measured at 12-month ECL  Lifetime ECL  Lifetime ECL | 12-month ECL Lifetime ECL
ERERRASREALEN 1288 FES HES 12184 FES
FERR BHGEERE ROGEFE RHCESE | RUGERE BHEEER
HK$'000 HK$000 HK$°000 HK$'000 HK$'000
TiEn TEn TEr TAT THL
Gross carrying amount as W—A-AH
at 1 January ZEAESH 113,489 - 1,800 105,338 1,800
Transfer to Lifetime ECL BYEREN
— non credit - impaired EHEEEE
- AEERE (64,275) 64,275 - - -
Repayments B (11,617) - - (16,012) -
New loans originated BEWHER 25,440 - - 23,643 -
Changes in interest receivables ~ JEF| 8 28) (1,206) 665 - 520 -
Gross carrying amount as wtZA=t+-8
at 31 December ZERESE 61,831 64,940 1,800 113,489 1,800

21. DEPOSITS, PREPAYMENTS AND OTHER 21. &2 - AHRREALEY

RECEIVABLES MIE
2020 2019
—EEF —E-hEF
HK$’000 HK$’000
FHET FEIT

Prepayments and other TERT R R HALEWGRIE - B8R

receivables, gross 10,772 9,876
Less: impairment losses B REEE (1,918) (1,918)
Prepayments and other receivables, net F&1~ Ft & EAth B UL KT8 - SF 58 8,854 7,958
Deposits e 3,740 5,672
12,594 13,630
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

21. DEPOSITS, PREPAYMENTS AND OTHER 21. &€ - AR R EAER

RECEIVABLES (continuea)

Deposits mainly represent rental deposits of HK$1,658,000
(2019: HK$2,591,000) and deposits with suppliers
of HK$2,082,000 (2019: HK$3,081,000). As at
31 December 2020 and 2019, deposits and other receivables
of the Group have no comparable companies with credit ratings
can be identified, hence ECLs are estimated by applying a loss
rate approach with reference to the historical loss record of the
Group. The loss rate is adjusted to reflect the current conditions
and forecasts of future economic conditions, as appropriate.
The loss rate applied for deposits and other receivables that are
not credit-impaired, where there are no comparable companies,
was 3-5%.

As at 31 December 2020, the provision for impairment of
HK$1,918,000 (2019: HK$1,918,000) was recognised for
deposits and other receivables that were credit-impaired. There
was no movement in the provision for impairment of deposits
and other receivables during the years ended 31 December
2019 and 2020 respectively.

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)

FE ()

e T EHEMBELSL1,658,000E T
—ZT—NF 12,501,000 L) KEGE
FEFER] S MR £ 2,082,000 T (=&
— L& : 3,081,000/ 7T) e R - E =
TERZF-NEF+ZA=F+—H &
S B AR S N H b FE UG I N 4 ] 35 A
FEEFISNLERAR - ALBEHREES
BRAFRERRE  K2ELREEY
BT EEREAE - ARIBRLEER
= BRER A A B AR S B AR PRAS B AR O TR
Al o LR AR - BIEAR T EE
ERENZS REMEKRIENER L
K5 3-5% °

RIE-ZEF+-_A=+—H EREL
EERBERNTF R & E A FE U IB FERRR
E##1,918,0008 L (=T — IF :
1,918,000 7T) - REZE T — N F
M—E-EF+_A=+—HBILFER
© REMERFIEN R ERESERE
2E) o




22

Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

PLEDGED BANK DEPOSIT

As at 31 December 2019, the Group’s time deposit of
HK$3,726,000 was pledged as securities for the Group’s bills
payable (note 24).

As at 31 December 2019, pledged bank deposit carried interest
at average market rates of 1.55% per annum. The carrying
amount of the Group’s pledged bank deposit are denominated
in HK$ and Renminbi (‘RMB”).

22, BIRABITERK

RZE-NF+A=+—H F£E
8 5E BA7F 3 3,726,000,8 ;L E T -
ERASENENRE (HE24) WE
& e

R_ZE—AF+-A=+—H B
HERITIF RATIS F R R G E1.55%
ETE o AEBE DRI TFRMEREE
BT RARE ([ AREE]) 5HE -

23. CASH AND BANK BALANCES 23. RERBITET
2020 2019
—EBCEF —E-hF
HK$’000 HK$’000
F#ET FET
Cash and cash equivalents Be MReEEIER 78,547 100,997
O Annual Report 2020 3R @7



Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

23.

24,

CASH AND BANK BALANGES (continuea)

Cash at banks earn interest at floating rates based on daily
deposits rates.

As at 31 December 2020, the Group had bank deposit
denominated in RMB amounting to approximately
HK$1,493,000 (2019: HK$7,674,000) which were placed
with certain banks in the PRC. RMB is not freely convertible
into other currencies and the remittance of funds out of the
PRC is subject to exchange restrictions imposed by the PRC
government. Under the PRC’s Foreign Exchange Control
Regulations and Administration of Settlement and Sales and
Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for foreign currencies through
the banks that are authorised to conduct foreign exchange
business. The bank balances and pledged deposit are with
creditworthy banks with no recent history of default.

TRADE AND BILLS PAYABLES

23. RERBITEE @)

FARTORSIEE B TR ERAFE
RGBS

RZEZZTF+ZHA=+—H" &K
SEAAREFTENRITTERLY
71,493,000 T ( = & — 1 F:
7,674,000/87T) - FEIRBEIEARE T
BT - ARBTEREEREREMEY -
e rp BURE SR EIF NP R B A BB RIS
FEE IR MEARPR o ARIZH B (HMNEE
BAEH) M CHEIE - EERSEEERR
E) AEEEFEBBEREITINEZE
BHIRITIARE LR AHMEN - R
THRHEREERIZSHERFEEREN
RITHTF - TR B HER DR o

2. ESENFERESERE

2020 2019

—EF-FF | —TNF

HK$’000 HK$’000

FHET F&T

Trade payables B S ENFIA 24,651 10,481
Bills payables FERRIE - 12,419
24,651 22,900

Credit periods of trade payables normally granted by its
suppliers were ranging from 15 to 120 days.
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25.

Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

TRADE AND BILLS PAYABLES (continued) 24, BEFENRIERESERE
(&)
Ageing analysis of trade payables as at the end of the reporting RBERRARBEEZEHNE S EN
period based on invoice date is as follows: FIERRERDITAT -

2020 2019

—ECEF —E-NF

HK$’000 HK$’000

FHET FAT

0 to 30 days 0Z30H 8,586 6,077
31 to 60 days 312 60H 1,864 171
61 to 90 days 61290H 2,081 851
91 to 180 days 912180 H 6,961 2,337
Over 180 days 238 180 A 5,159 1,045
24,651 10,481

Bills payable are normally settled on 180-day credit terms. FEMERREIR 180 KN E BT -
ACCRUALS, OTHER PAYABLES AND RECEIPTS 25. TEIZE A - HME(FIE

IN ADVANCE SEELE
2020 2019
—E-EHF —E-NF
HK$’000 HK$'000
FHET FHAT
Accruals TEREMA 5,001 5,384
Other payables HE A FERT IR 8,069 6,259
Receipts in advance TEWGRIE 28 37
13,098 11,680
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

A
26. CONTRACT LIABILITIES 26. ENEE
2020 2019
—EIEH —T-NF
HK$’000 HK$’000
THERT FETT
Short-term advances from customers: &5 EFFE L -
Sale of goods HEE M 2,551 2,089
2020 2019
—g-®E| -z 4
HK$’000 HK$'000
TERT FET
Balance as at 1 January R—H—Bm&EF 2,089 2,031
Decrease in contract liabilities as HERET AFVENES
a result of recognising revenue WEFIMAZRE A ERD
during the year that was included
in the contract liabilities at the
beginning of the year (2,089) (2,031)
Increase in contract liabilities as a result IR AT 2 - 4 S E B 7R
of billing in advance MEBHE X B FEIEN
of manufacturing activities 2,551 2,089
Balance at 31 December R+_A=+—B&&EF 2,551 2,089
27. LEASE LIABILITIES 27. HEE®E
The Group leases various offices under lease agreements. The NEBIREHEHZHEESERAE -
lease agreements are between one to three years (2019: one to HEWSENFERAE—Z=F (ZZE—H
three years). F:—F=4F)o
Lease terms are negotiated on an individual basis and contain HEKTIREREEEAEBRESZET
a wide range of different terms and conditions. The lease EMETR N &5 o FHE 1755 30 B 7 i)
agreements do not impose any covenants. Leased assets are U o HEEETEBIEEENIER
not used as security for borrowing purposes. Y o
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

27. LEASE LIABILITIES (continued)

The lease payments are discounted using the interest rate
implicit in the leases. If that rate cannot be readily determined,
which is generally the case for leases in the Group, the lessee’s
incremental borrowing rate is used, being the rate that the
individual lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value to the right-of-use
assets in a similar economic environment with similar terms,
security and conditions.

To determine the incremental borrowing rate, the Group:

- where possible, uses recent third-party financing received
by the individual lessee as a starting point, adjusted to
reflect changes in financing conditions since third party

financing was received;

- uses a build-up approach that starts with a risk-free
interest rate adjusted for credit risk of lessee; and

- makes adjustments specific to the lease terms.

None of the leases contain variable lease payments.

27. HEESE »

HENKERHEENRZSFIRRIE - i
BEESETEZMNE (RAKEHEEN
—MER)  AIERAAANERER
A= - AHERIAEA R B IRE
TLARUESR ~ R RGNS AR
BLUERREEBENEEEAMTE
T MASTEFEK o

RETIREBENEX - AEH :

- EARBERT - ERERAEA
ROEGNE=ZTTMERELE
EHAE  ARREEFEE=)
BUE ATRBRE R ED

- ERRIE BEBRAEANE
SRR ERRAE K

- HHERSETRERE -

BEREE S EEENNK -
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

27. LEASE LIABILITIES (continued) 27. HEESE »

Office Office
premises equipment Total
WAYE WAERE @t
HK$'000 HK$'000 HK$'000
AL TAL TAT
As at 1 January 2019 RZZE-NE-HA—-H 20,490 1,072 21,562
Addition hE 4,204 - 4,204
Effect of modification to lease HHEYNTE
terms (note) (FizE) (7,922) - (7,922)
Interest expense FERX 827 48 875
Lease payments HERT (9,906) (266) (10,172)
As at 31 December 2019 R-Z-hE+=A
and 1 January 2020 =+-BARZEZEF
—-A—H 7,693 854 8,547
Fffect of modification to lease iR G Z ]
terms (note) (FizE) 2,125 - 2,125
Interest expense FERZ 279 36 315
Lease payments HERRK (5,746) (266) (6,012)
As at 31 December 2020 R-B-FF
+=A=+-H 4,351 624 4,975

Note: During the year ended 31 December 2020, the Group remeasured the Bz —Z-FF+-_A=+—HIFE -
carrying amounts of lease liabilities to reflect an increase in the lease AEFEFASHEAEOERERME Uk
terms by one to two years (2019: a decrease in lease terms by one to two MAESHE NI —ERE(ZE—HLFE:H

years). EHFRL—EME)

The present value of future lease payments as at 31 December
2020 and 2019 is analysed as:

AREENFR -_Z_TFR TN
F+ZA=+—HNRESHTWOT :

2020 2019
—ECEE —E-NEF

HK$’000 HK$’000

FHET TH&TT

Current liabilities mEafE 3,654 5,568
Non-current liabilities JEmBIAE 1,321 2,979
4,975 8,547

4@ CEFC Hong Kong Financial Investment Company Limited &5 ZE {5 & g% & B R A A O



Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

27. LEASE LIABILITIES (continued) 27. HEESE »
2020 2019
—EEHF —E-hEF
HK$’000 HK$’000
FET FHEIT
Short-term lease expense HHIHEEA 872 1,364
Aggregate undiscounted commitments 52 570 & K AR BA IR AR LA ER
for short-term leases 759 831
28. DEFERRED TAX 28. IELERLIE
The movements in deferred tax assets during the year are as FRREHRBEERBBEEZHWOT
follows:
Deferred tax assets EERIBEEE

Impairment of
trade receivables

and loans
receivables Tax losses Total
ESEKE
REKEHNHEE REEE it
HK$'000 HK$'000 HK$'000
FEL FAEL FAEL
At 1 January 2019 RZE-nF—HF—H 430 4,903 5,333
Credited/(charged) to profit or loss A (NRE) FERHE
for the year 163 (3,905) (3,742)
As at 31 December 2019 RZB-NF+ZA
and 1 January 2020 =+—HARk=Z=%F
—H—H 593 998 1,591
Charged to profit or loss for the year kB EEER - (998) (998)
Exchange realignment TR 6 - 6
As at 31 December 2020 R-B-%F
+=ZA=+—-H 599 - 599
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e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

28. DEFERRED TAX (continueq)

Deferred tax assets (continued)

Deferred tax assets are recognised for tax losses carried
forwards to the extent that realisation of the related tax
benefit through the future taxable profits is probable. As at
31 December 2020, the Group has unused tax losses of
approximately HK$73,504,000 (2019: HK$59,705,000) available
to offset against future taxable profits of the companies that
incurred these losses, in which tax losses of approximately
HK$73,504,000 (2019: HK$53,657,000) were not recognised
as deferred tax assets in the consolidated statement of financial
position as the management believes it is not likely that such tax
losses would be realised.

All these tax losses do not expire under current tax legislation.

Under the EIT Law of the PRC, withholding income tax is
imposed on dividends declared in respect of profits earned
by PRC subsidiary from 1 January 2008 onwards. A lower
withholding income tax rate may be applied if there is a tax
treaty between the PRC and the jurisdiction of the foreign
investors. The applicable rate for the Group is 5% (2019: 5%). In
estimating the withholding income taxes on dividends expected
to be distributed by those subsidiaries established in the PRC
in respect of earnings generated from 1 January 2008, the
directors have made an assessment based on the factors which
included the dividend policy and the level of capital and working
capital required for the Group’s operations in the foreseeable
future. As at 31 December 2020, temporary differences relating
to the undistributed profits of the PRC subsidiary for which
deferred tax liabilities have not been recognised amounted to
approximately HK$2,497,000 (2019 HK$2,343,000)

4@ CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)

28.

EERIE ()
FEHRIBEE &)

RIER IR A EE TORIR B A Pl BEEE LAY
IR FER B F & IR B AR TE W
HRIBEIBAEMER - RZZ=FF
+=—A=+—8 AEENXRSHEHE
E518 4 573,504,000 L (Z T — AN
1 59,705,000/ L) + A A{EELE £
ZEBBZ RRIRKERTRFHEE -
HARIBEIE4 73,504,000 7T (= F
— L5 1 53,657,000/ 7T) KNERA B
BRARKEREELCHBEE - AT
BRERRZEMIBEEB T A ER o

RIBERIMIEE - PIAZSHIRREIL
Y EEy

BIEBEFRBRPEMERE  BZTTN\F
—A—H - PEKEAFIEMERRZ
i T 5 IR FO IR BB BT IR © fik AR
B ELSN 1% B Al A R B A B K
4 BITTREERIKTBINATS R - A%
EEAMEA5%(ZZE—NF : 5%) o
PMEETZERTRK B ARE
—EEN\E-A-REELRMEF
HRRBRBEZTENFEHE  EEC
ERBEREBERANEBEBFRA]
BRAAKRMEELECREBERNKES
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=+—H  BETEHBARMNRDIK
wA (MARERECHIBEE) O
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

29. SHARE CAPITAL 29. R
Number of Nominal
ordinary value
shares at of ordinary
HK$0.01 each shares
BERMEE0.01ET
ZERYE EEREE
HK$'000
FET
Authorised: EE
At 1 January 2019, and RZE-—NFE—HF—RB - ZZ—h&F
31 December 2019 and 2020 +-A=+—HR=Z=-ZF
+-A=+—H 10,000,000,000 100,000
Issued and fully paid: ERITRHE
At 1 January 2019 and RZE-—NFE—HF—RB - ZZ—h&F
31 December 2019 and 2020 +-A=+—HR=Z=-ZF
+-A=+—H 1,690,000,000 16,900
30. RESERVES 30. fitfH
(@) Share premium (a) R E

(b)

The share premium account represents the excess of
the proceeds received over the nominal value of the
Company’s shares issued, net of share issue costs.

Merger reserve

Merger reserve of the Group represents the difference
between the nominal value of the share capital of the
subsidiaries acquired by the Company pursuant to certain
reorganisation of the Group and the nominal value of the
shares issued by the Company.

(b)

Pt 4 (B BR 46 B WP 1S SR IR R
ARAREHEITRMOEE (FIBRK
MBETER) WEH -

BOHRE

AEENE HEREARRIRE
AEEETEEMBREBENRBLR
MR B B AR A B2 TR
EEZHHELR -
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e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

30. RESERVES (Continued)

(c)

(d)

Statutory reserve

According to the relevant PRC laws, the subsidiary
established in the PRC is required to transfer at least
10% of its net profit after tax, as determined under the
PRC accounting regulation, to a statutory reserve until
the reserve balance reaches 50% of the subsidiary’s
registered capital. The transfer of this reserve must be
made before the distribution of dividend to the subsidiary’s
equity owners. The statutory reserve is non-distributable
other than upon the liquidation of the subsidiary.

Translation reserve

Translation reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign subsidiaries. The reserve is dealt
with in accordance with the accounting policy set out in
note 4.4.
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=AN L= E =
31. NOTE TO CONSOLIDATED STATEMENT OF 3. FERERERMT
CASH FLOWS
Reconciliation of liabilities arising from financing activities is as MEETHEENBEHRNOT
follows:
Lease
liabilities
HEEE
HK$’000
FAT
At 1 January 2019 R-ZE—hF—H—H 21,562
Changes from cash flows: RenELE
Repayments of interest-bearing BETEEE
borrowings (875)
Interest paid 2RHE (9,297)
(10,172)
Other changes HAh
Addition of right-of-use assets NEEREEE 4,204
Effect of modification to lease terms HEHE R & (7,922)
Interest expenses F B 875
At 31 December 2019 R=Z2—-NAFE+=-A=+—H
and 1 January 2020 EZZE-ZF—H—H 8,547
Changes from cash flows: Rensg
Interest paid EAFE (319)
Repayment of principal portion EEHEAaELRS
of lease liabilities (6,697)
6,012)
Other changes Hith & &)
Effect of modification to lease terms MHEHE & 2,125
Interest expenses F BRI 315
At 31 December 2020 R-B-EF+-A=+—H 4,975
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32. RELATED PARTY TRANSACTION 32. BB AERS
In addition to the transactions detailed elsewhere in these RGEHBREEME D FML RS
consolidated financial statements, the Group had the following O REBRARFE TR E Z R
significant related party transactions during the year. REWT -
(a) Transactions with related parties (a) EHRAEE HEITHIR S
2020 2019
—F-FF | —TNF
HK$’000 HK$’000
FTHET FHT

Addition and modification of right-of-use asset from

KA TNEENERREERNE REW

— T&T Capital Limited — A company controlled by Ms. Tin

T&T Capital Limited F B & T AT A B 2,046 1,181
— Sino Profit Trading Limited — A company controlled by Ms. Tin

EREFHERAT i A2 AT HIE A A - 2,210
The directors of the Company are of the view that the KRAESERREERH IR
transactions were entered in the ordinary and usual course NEl—MEAEEFBIERIRE
of business of the Company and on normal commercial BREGREIL
terms.

(b) Key management personnel remuneration (b) EEEIE A S FHM
The Group defines directors as key management FEEREEATREIEZETEA
personnel and their remuneration are set out in note 10(a). B MEZETEAENEHHEN
FiEE10() °
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=) ~\ 3
33. FINANCIAL INSTRUMENTS BY CATEGORY 3. eI AEDHE
The carrying amounts of each of the categories of financial REERARSEeR TABERNMNERRE
instruments as at the end of the reporting period are as follows: W
2020 2019
—ECEHF —ZT-NF
HK$’000 HK$’000
FERT FET
Financial assets BgEE
Financial assets at amortised cost RSB AT ENY R EE
— Trade and bills receivables - B S REWGIE R EWEE 19,136 24,099
— Loans and interest receivables - EWE R EFE 108,762 112,501
— Deposits and other receivables - %o REMEWGRIA 10,751 11,550
— Pledged bank deposit - BEFRITER - 3,726
— Cash and bank balances - (& RIRTTHTT 78,547 100,997
217,196 252,873
Financial liabilities MBaE
Financial liabilities at amortised cost REIERKATENTHEEE
— Trade and bills payables - B ENRIERENEE 24,651 22,900
— Accruals and other payables - FRIRE R R HEMERFIE 13,070 11,643
— Lease liabilities -HERE 4,975 8,547
42,696 43,090

34. FINANCIAL RISK MANAGEMENT AND FAIR 34. ISR EIE R A FES

VALUE MEASUREMENTS =

The Group is exposed to financial risks through its use of REBRA R BEHBIZR RIRE G
financial instruments in its ordinary course of operations and in AR TEMASHERRE o BIfE
its investment activities. The financial risks include market risk Efe B IETISERE (BIEINE R X F|
(including foreign currency risk and interest rate risk), credit risk xRk FERRERBE SRR °

and liquidity risk.

Financial risk management is coordinated at the Group’s REBNVKRREEAEESETS
headquarters, in close co-operation with the board of directors. ETAAEEBEIHA - MiEEREE
The overall objectives in managing financial risks focus on BREEEZINHLESRMIGER
securing the Group’s short to medium term cash flows by MR EENEHEFERERE -

minimising its exposure to financial markets.
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34. ISR MEER A FER

= —
= (&)

(a) ShEEREB

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continueq)

(a) Foreign currency risk

Foreign currency risk refers to the risk that the fair value
or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The
Group’s exposures to currency risk arise mainly from its
overseas sale transactions and settlement of its overseas
purchases, both of which are primarily denominated in
United States Dollars (“US$”) and RMB respectively. These
are not the functional currencies of the Group entities
to which these transactions relate. The Group does not
use derivative financial instruments to hedge its foreign
currency risk. The Group reviews its foreign currency

SNERBRIE S R T AR FEK
ARERRERERINEE RS ET
KB 2 B o AN E SN EL R
T2REEGINEER S RER
BINBE HOREBRUAET
(I=7T)) RARBHE - %FE
BXEXZFMNAEEERN
WeEEw - REELEEAITE
TR T ANEREINERRR - K
& B BT EOMNE AR - A
REFEREZBEIMEAIINER

exposures regularly and will consider hedging significant % o
foreign currency exposure should the need arises.
Summary of exposure T2 B AR B

As at 31 December 2020, the carrying amounts of the
Group’s financial assets and liabilities denominated in
foreign currencies, i.e. currency other than the functional

R-B_TF+_RA=+—8H"
REBUINE (BB EEERA
DEEEEAINMER) FHENY

currency of the respective group entities, are as follows: BEEMBENREE®RT -
Financial Financial
assets liabilities Total
BREE g =R #at
HK$°000 HK$’000 HK$’000
FHERT FTHERT THERT
As at 31 December 2020 R-ZZE-EHF
+=ZA=+—H
RMB AR 16 (737) (721)
uss e 37,331 (25,179) 12,152
As at 31 December 2019 RZT—NEF
+=—A=+—8
RMB AR 56 (1,687) (1,631)
Us$ ETT 28,377 (14,973) 13,404
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34. FINANCIAL RISK MANAGEMENT AND FAIR 34. BIEERERE R AR E

VALUE MEASUREMENTS (continued) E (#)
(a) Foreign currency risk Continued) (a) INEERBE ()
Foreign exchange rate sensitivity analysis EXSBREDN

Since HK$ is pegged to US$, the Group does not expect
any significant movements in HK$/US$ exchange rate. The
following table illustrates the sensitivity of the Group’s loss
after tax for the year and equity in regard to a 3% change
in RMB exchange rate. The rate is used when reporting
foreign currency risk internally to key management
personnel and represents management’s best assessment
of the possible change in foreign exchange rates.

The sensitivity analysis of the Group’s exposure to foreign
currency risk at the reporting date has been determined
based on the assumed percentage changes in foreign
currency exchange rates taking place at the beginning
of the financial year with all other variables held constant
throughout the year. A positive number in the sensitivity
analysis below indicates a decrease in loss after tax where
HK$ strengthens against RMB. For a weakening of the
HK$ against RMB, there would be an equal and opposite
impact on loss after tax, and the balances below would be
negative.

RRETTEERITHE - ARETE
BT HRTTHER TSR AT
MEAES -  TREEBEASEN
FARBRE R EDRARE
PE R A% HBHHEE - [E
KRAERERABIERE R
EINERBRERA - REEEY
P R R R B < AR AT

RE B e B AT N
[ 2 SRR E AT TR AR SN BE R
HB)E LI B U R F AR B 3
EEMEBEREMBEEREBEFENA
MBTEMETE - TXBEED
e ESERHE T AR
EoR - RIBRRRERRED - 308
TLHARBEERME - HHEHER
BEESELSFRALERNZE
m NESE BB -

Effect on loss after tax

BB RBBEZTE
2020 2019
—EEF —E-hEF
HK$’000 HK$’000
TERT FET
If HK$ strengthens against RMB 2/ 05 AR EEFAE 33 41
If HK$ weakens against RMB TR ARKEE (33) (41)
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34. FINANCIAL RISK MANAGEMENT AND FAIR 34. BIEERERE R AR E
VALUE MEASUREMENTS (Continued) ¢ )

(b) Interest rate risk (b) FIZ=Epx

Interest rate risk relates to the risk that the fair value or
cash flows of a financial instrument will fluctuate because
of the changes in market interest rates. The Group’s cash
flow interest rate risk arises primarily from the Group’s
pledged bank deposit and bank balances which were
bearing floating interest rate (notes 22 and 23). The Group
has not used any derivative to hedge its exposure to
interest rate risk. The policies to manage interest rate risk
which have been followed by the Group since prior years
are considered to be effective.

Interest rate sensitivity analysis

The following table illustrates the sensitivity to a reasonably
possible change in interest rates, with all other variables
held constant, of the Group’s loss after tax for the year
and equity, with effect from the beginning of the years.
These changes are considered to be reasonably possible
based on observation of current market conditions. The
calculations are based on the Group’s floating rate financial
instruments held at the end of the reporting period. The
analysis has been prepared assuming these financial
instruments outstanding at the end of the reporting period
were outstanding for the whole year. There is no impact
on other components of combined equity in response to
the possible change in interest rates.

NMERERSEEBTANQTFE
IR &M E F T I5H R AW
BRE Rk - AEBHEER
ENEEARTIZREAEEND
HIRRIT R ERITAEF IS
FEIA K (M EE22 % 23) » ANE
B3 R AE B ERPTAE T A R E
FERER AEEEEFEES
A—EEEMNXREBROEE A
FABCRIGR R AL ©

NRYRED T

TRINREMEEMEERT T
BZBERT  NEEZFEEM
BREBBELESENZFFY
Rz AIETRER R B E) 7 HUR
B - %F2FHEBRATHN
BREBBEA LA - SAER
BASERRERRAITE ¥
BT EETT - pTIERER
BEPRHATEZLZFERT
AREFHETEMBER - FIX
Z Al RE B & i et 2 E A AL
DWEMSE o

Decrease/(increase)
in loss after tax

BB REERD, 7 (M)

2020 2019

—ECEH —T-NF

HK$’000 HK$’000

FTERT FAT

Increase by 50 basis points AN 50 EE 2L 18 35
Decrease by 50 basis points A 50 (B 2h (18) (35)
o)
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34. ISR MEER A FER

= (&)

(c) EERRFRERG

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continueq)

(c) Credit risk and impairment assessment

Credit risk refers to the risk that the counterparty to a
financial instrument would fail to discharge its obligation
under the terms of the financial instrument and cause a
financial loss to the Group. The Group’s exposure to credit
risk mainly arises from trade and bills receivables, loans
and interest receivables, deposits and other receivables,
pledged bank deposit and cash and bank balances.
The Group does not hold any collateral or other credit
enhancements to cover its credit risks associated with
its financial assets except that the credit risks associated
with loans and interest receivables is mitigated because
they are secured over collaterals. There is no significant
changes in the quality of collaterals as a result of
deterioration or changes in the collateral policies of the
entity during both reporting periods.

In order to minimise credit risk, the Group has developed
and maintains the Group’s credit risk gradings to
categorise exposures according to their degree of risk
of default. The credit rating information is based on the
Group’s own trading records to rate its major customers
and other debtors. The Group’s exposure and the credit
ratings of its counterparties are continuously monitored
and the aggregate value of transactions concluded is
spread amongst approved counterparties.

For financial assets at amortised cost, the exposures
to credit risk are monitored such that any outstanding
debtors are reviewed and followed up on an ongoing
basis. The Group continuously monitors defaults of
customers and other counterparties, identified either
individually or by group, and incorporate this information
into its credit risk controls. The Group’s policy is to deal
only with creditworthy counterparties.

EERRESRTIAZHEFIAR
EREMIAZERETEE
T TEFAKEFEHHEE
2Rk REBAZHIEERR
TEXRBEHRUWFARERE
B BEERENE B kH
U FRIE - EERRITHER KL
RBeARRITER - ARELE
EHMBEEEBNEERR
A E AR R E A
R - EEEREREFE
BRANEERREE  JSARE
DA G (R HE AR o 170 A 18 v 25 8
A SERNEEEARECRERL

ARDEHERSNAEEAE
KEB) -

BEARERERSRR - A%
HE I KR EEARSR -
B 5 B BB B RS AL
SREITHE - ERTRERT
REAEEAENRSRHRE
EBEFRE M EH AL
- AEEBEEEER TR
BRERSUTEOEMTME - L1
FRERL 0% B RIE TR ER 5
HEMETES o

IR AT ENM B EEM
EAREEAAZOHEERR
EITES - WAETRE MBREE
MARBEEE AEEFEER
ERRFEES REBHFT 2
wRER - YREERREES
FAARER - ARECBRRAE
HEBRUFZHFIETRS
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34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continueq)

(c) Credit risk and impairment assessment (c)

(Continued)

The Group’s current credit risk grading framework
comprises the following categories:

Internal credit rating

REREE PR

Description
3388

Notes to the Consolidated Financial Statements

e PR RRME

34. ISR MEER A FER

= —
= (&)

=8 R KR ER

(%)

AEE B AN EERBRFFRER
BIEATER

Basis for recognising ECL

BRAMCEBRRNEE

Low risk

KR

Special mention

z)Ed

Doubtful

e

Loss

BB

Write-off

sH
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The counterparty has a low risk of default
and does not have any past-due amounts
RSBEFHHENRRERIE -
B R EiskIa

The counterparty has been experiencing
difficulties which may threaten
the Group’s position. Ultimate loss is
not expected at this stage but could
occur if adverse conditions persist.

RPEFHITBRNRER RN
REBRHAL o TEFHERARIBR
FEEPE BRI & A - fRiE ARG
FHEGE - Blrpe g B RIRBL -

There have been significant increases in
credit risk since initial recognition through
information developed internally or
external resources

BBAHXIBERFENER
EERR B VR HERIAKEZIE M

There is evidence indicating the asset is
credit-impaired

BRBRTABEEDREREERE

There is evidence indicating that the debtor is

in severe financial difficulty and the Group
has no realistic prospect of recovery
BEREATEBABARENTENEE
REETRBBEAIWEEBRIE

12-month ECL

128 ATEHEEERE

Lifetime ECL
— non credit-impaired

FEEREEEE
- WAREEEERE

Lifetime ECL
— non credit-impaired

FEMBEEER
- WAREEEFEERE
Lifetime ECL
— credit-impaired
FEREREEER
-BEEEERE

Amount is written off

WIHBRELER
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34. ISR MEER A FER

= ==
= (&)

(c) Credit risk and impairment assessment (c) FERERBEFTM
(Continued) (4&)

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continueq)

TRFMASESHEENE
ERk (CRETHRBEREEBERN

The tables below detail the credit risk exposures of
the Group’s financial assets which are subject to ECL

assessment: &) -
Internal 12-month Gross carrying
Notes  credit rating or lifetime ECL amounts
128 A FES
i3 RBEETR BHEEEE IREASHE
2020 2019
“ECBRE | ZTF
HK$°000 HK$'000
TEx TAET
Trade and bills receivables 19 N/A (note) Lifetime ECL 19,781 24,752
(provisional matrix)
B S RENGE R EIR R R 19 TEA (M) FEREBEEEE 19,781 24,752
(BfEER)

Loans and interest 20 Low risk 12-month ECL 61,831 113,489
receivables Special mention  Lifetime ECL 64,940 -
Loss Lifetime ECL 1,800 1,800
FEWE SR F & 20 Ve 12{@ ATEEEEE 61,831 113,489
Wx FEREREEBE 64,940 -
B8 FRETEHEEER 1,800 1,800
Deposits and other 21 Low risk 12-month ECL 10,751 11,550
receivables Loss Lifetime ECL 1,918 1,918
Be REMEYGIE 21 et 12{E ATEHIEEEE 10,751 11,550
BB FEBEREEEE 1,918 1,018
Pledged bank deposit 22 Low risk 12-month ECL - 3,726
EEFRITER 22 e 12 ATEEEEBE - 3,726
Cash and bank balances 23 Low risk 12-month ECL 78,547 100,997
Be RFITERF 23 Ve 128 ATEEEEEE 78,547 100,997

Note: For trade receivables from sales of apparels, the Group has applied

the simplified approach in HKFRS 9 to measure the loss allowance

at lifetime ECL.

GEX

AR SHE 2 B 5 e YRR ME
REME  AEEEABEBUHR
EEAFE IR BLEFEFEN
BREEBERZEERE
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34. FINANCIAL RISK MANAGEMENT AND FAIR 34. BIEERERE R AR E
VALUE MEASUREMENTS (Continued) ¢ )

(c) EERRFRERG

(c) Credit risk and impairment assessment

(Continued)

Trade and bills receivables

As set out in Note 4.9(ii), the Group has applied the
simplified approach in HKFRS 9 to measure the loss
allowance at lifetime ECL. Except for debtors with
significant outstanding balances or credit-impaired, the
Group determines the expected credit losses on these
items by using a provisional matrix, grouped by past due
status. The estimated loss rates are estimated based
on historical observed default rates over the expected
life of the debtors and are adjusted for forward-looking
information that is available without undue cost or effort.

As part of the Group’s credit risk management, the
Group uses debtors’ aging to assess the impairment for
its customers in relation to its sales of apparels because
these customers consist of a large number of customers
with common risk characteristics that are representative
of the customers’ abilities to pay all amounts due
in accordance with the contractual terms. As at
31 December 2020, trade receivables from sales of
apparels of HK$19,781,000 were assessed based on
provisional matrix within lifetime ECL. As at 31 December
2019, trade receivables and bills receivable from sales
of apparels of HK$21,727,000 and HK$3,025,000
respectively were assessed based on provisional matrix
within lifetime ECL. The Group has no trade and bills
receivables that was credit-impaired as at 31 December
2020 and 2019.
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ESRIBHRERERRE

FARTEE 4.9() FrE - NEEE ER
BBV BmEEREIRMEL
AR R GEEREEEENE
BEE BRAEEAKREBEHL
B3 A Z B R E A B UBR FRON
REBEFRABREEEETZER
BEMBEHEEEE (Rafiiti
D) o [HEHEBBE T EREUER
MIEET FHARE £ A B AEL
KAhET - WEBAETLERRKAR
8B NN R 2 AR ERHE
HFHEE -

ERBASEEERRERE 2 —
IR - AREEF A EBERFER S AR
R ZEEEPREHEER @D
BE TTHRZEEPEEE S
BHFARREHENTP - s
B PIRBE QGRZ T A 2 &
REREES - RZEZTF+=
RA=+—8 XRE#HEEREER
GFEHEHEEBEBEANEE
EEAETHGHNE S EKFIE
19,781,000 7L e RZE—NF
+ZA=+—8 " 25IkREHEE
AREE M E 5 FE U TE 21,727,000
78 7T M EUZR 1% 3,025,000 7T ©
RZZEZZTFR_Z-NF+=
A=+—8 ' AEBWEBEE(E
ERENE S EKIEREKRE
& -
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34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continueq)

(c) Credit risk and impairment assessment

(Continued)

Trade and bills receivables (Continued)

During the year ended 31 December 2020, reversal of
provision for ECL on trade receivables from sales of
apparels for approximately HK$8,000 (2019: provision for
ECL of HK$246,000) was made based on the provisional
matrix.

Loans and interest receivables

The Group performs impairment assessment under
ECL model upon application of HKFRS 9 on loans and
interest receivables based on 12-month ECL, except for
loans and interest receivables of HK$66,740,000 (2019:
HK$1,800,000) which were past due, lifetime ECL was
based on for ECL assessment.

The credit risk on loans and interest receivables is limited
because certain loans receivable are pledged with
properties units in Hong Kong, personal properties of the
borrowers and guaranteed by certain independent third
parties. Besides, the directors expect that the general
economic conditions will not significantly change for the
12 months after the reporting date.

Modification of contractual cash flows

A modification or re-negotiation of a contract between the
Group and a counterparty may result in a change to the
contractual cash flows without resulting in derecognition
of the financial assets.

34. ISR MEER A FER

==0¢ )
(c) EERBK&BERG

EZRUREAREBYRRE (&

HE_2-_TF+=-HA=+—H
IHFE - RREAHEERENE S
EWFIEFHRN B E BB
##18,0008 L (ZT—NF « &
1R TEHA{E B B 18 15 246,000 7%
7T TREEEERE ML o

FEW E R FIE

RERBBMBmEERE IR
& REBERE12@EA/BHE
EEERERER LT B#TT
BHEEBBEREX T8 RE:T
fiy - MEE B E 2 FEE B A
866,740,000 L (ZE— LF
1,800,000 7T) BRI - 17 EHATE
HiEEEBBHENEHREEER
FHEETE ©

EEERENE ZEERBRES
BR - ERETRRERAE
BYEET  ERANBEAYE
KETEILE =T EHOERIE
AR o desh  EFEHNHRER
AR R+ — 8 A B R E AN
SR EBEBRE -

BHRRERENIER

AEBEZ HEF TSN ER
BFECNAESERSNADNR

BRI TR -
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34. FINANCIAL RISK MANAGEMENT AND FAIR 34. BIEERERE R AR E

VALUE MEASUREMENTS (continued) = (#®)
(c) Credit risk and impairment assessment (c) FERERBEFTM
(Continued) (%)

Modification of contractual cash flows (Continued)

Such restructuring activities included extended payment
term arrangements, repayment schedule modifications
and changes to the interest settlement method. The risk
of default of such assets after modification is assessed at
the reporting date and compared with the risk under the
original terms at initial recognition, when the modification is
not substantial and so does not result in derecognition of
the original asset and the book value of the financial asset
is recalculated and the related gain or loss is included in
current profit or loss. The recalculated book value of the
financial asset is determined based on the present value
of the contractual cash flows following the renegotiation
or modification, as calculated using the original effective
interest rate of the financial asset.

The Group monitors the subsequent performance of
modified assets. The Group may determine that the credit
risk has significantly improved after restructuring, so that
the assets are moved from Special mention to Low risk.

Deposits and other receivables

The Group measures the loss allowance equal to
12-month ECL of deposits and other receivables. For
those balances expected to have significant increase
in credit risk since initial recognition, the Group applies
lifetime ECL based on aging for classes with different
credit risk characteristics and exposures.
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EREHRDHBRRERERYR
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34. FINANCIAL RISK MANAGEMENT AND FAIR 34. BIEERERE R AR E

VALUE MEASUREMENTS (continued) = (#®)
(c) Credit risk and impairment assessment (c) FERERBEFTM
(Continued) (#&)

Pledged bank deposit and cash and bank balances

The credit risk on pledged bank deposit and bank
balances is limited because the counterparties are banks
with sound credit ratings assigned by international credit-
rating agencies and the Group considers the credit risk to
be insignificant.

Concentration of credit risk

The Group is exposed to concentration of credit risk on:

° Trade receivables
o Loans and interest receivables

Concentrations of credit risk are managed by customer/
counterparty and by geographical region. The Group had
certain concentrations of credit risks as 78% (2019: 56%)
of total trade and bills receivables are due from five of
its largest external customers and 51% (2019: 57%) of
total loans and interest receivables are due from five of its
largest external customers as at 31 December 2020. The
directors carry a periodic review on the creditworthiness
on these customers and consider the exposure to such
credit risk is minimal. Further quantitative data in respect
of the Group’s exposure to credit risk arising from trade
and bills receivables and loans and interest receivables are
disclosed in notes 19 and 20 to the financial statements
respectively.

Other than above, the Group does not have any other
significant concentration of credit risk.
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e PR RRME

For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

34. FINANCIAL RISK MANAGEMENT AND FAIR 34. BIEERERE R AR E
VALUE MEASUREMENTS (Continued) ¢ )

(c) EERRFRERG

(c) Credit risk and impairment assessment

(Continued)

Collateral and other credit enhancement

The Group employs a range of policies and practices
to mitigate credit risk. The most common of these is
accepting collateral for loans granted. The Group has
internal policies on the acceptability of specific classes of
collaterals or credit risk mitigation.

The Group prepares a valuation of the collateral obtained
as part of the loan origination process. This assessment
is reviewed periodically. The principal collateral types for
loans and interest receivables are:

- Real estate, including residential and commercial
properties; and

- Personal properties, including but not limited to
luxury bags, watches, precious metal and jewelry.

The Group’s policies regarding obtaining collateral have
not significantly changed during the reporting year and
there has been no significant change in the overall quality
of the collateral held by the Group since prior years.
The Group also focuses on ascertaining legal ownership
and the valuation of the real estate collaterals. A loan
granted is based on the value of the collaterals, which is
generally lower than the estimated value of the real estate
collaterals. The Group monitors the value of the real estate
collaterals throughout the loan period.

In addition to collateral-backed loans, the Group also
granted unsecured loans to customers. The Group
evaluates the credit status of individual customers,
including the customers’ business performance, financial
information, repayment ability, as well as industrial outlook
in which the customers operate.
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Notes to the Consolidated Financial Statements

e PR RRME

For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continueq)

(c)

(d)

Credit risk and impairment assessment
(Continued)

Collateral and other credit enhancement (Continued)

As at 31 December 2020 and 2019, no collaterals were
held for loans and interest receivables considered to be
credit-impaired.

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents
deemed adequate by the management to finance the
Group’s operations and mitigate the effects of fluctuations
in cash flows.

The following tables show the remaining contractual
maturities at the end of the reporting period of the
Group’s non-derivative financial instruments, based on
undiscounted cash flows (including interest payments
computed using contractual rates or, if floating, based on
rates current at the reporting date) and the earliest date
the Group can be required to pay.
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

34. FINANCIAL RISK MANAGEMENT AND FAIR 34. BHEAREER A FEE
VALUE MEASUREMENTS (Continued) B

(d) Liquidity risk continued) (d) REEEREEE @)

Total Within

contractual  one year or
Carrying undiscounted repayableon  One year or
amount  cash flows demand above

FBR  —FRE

BHRE AREX
REE RELE BE -FIguL
HK$'000 HK$'000 HK$'000 HK$'000
TAR ThR Thn ThR

As at 31 December 2020 R-BZBF+ZA=1-H

Non-derivative financial instruments FTEeRIA

- Trade payables - B SRR 24,651 24,651 24,651 -

- Accruals and other payables - BREARAMENTE 13,070 13,070 13,070 -

- Lease liabilities -HERE 4,975 5,152 3,792 1,360
42,696 42,873 41,513 1,360

As at 31 December 2019 RZE-NE+TZA=1+—H

Non-derivative financial instruments FTESRIA

- Trade and bills payables -BHENFERENRE 22,900 22,900 22,900 -

- Accruals and other payables - BREARAMENTE 11,643 11,643 11,643 -

- Interest-bearing borrowings -GERE 8,547 8,922 5,865 3,057
43,090 43,465 40,408 3,067
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

34. ISR MEER A FER

= ==
= (&)

(€) MERS TN RIER

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continueq)

(e) Fair value measurements recognised in the

consolidated statement of financial position

The fair values of trade and bills receivables, loans and
interest receivables, deposits and other receivables,
pledged bank deposit, cash and bank balances, trade
and bills payables, accruals and other payables, current
portion of lease liabilities approximate to their carrying
amounts largely due to the short term maturities of these
instruments.

The fair values of the non-current portion of loans and
interest receivables and lease liabilities have been
calculated by discounting the expected future cash flows
using the rates currently available for instruments on
similar terms, credit risk and remaining maturities.
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

35. CAPITAL MANAGEMENT 35. EXREE

The Group’s capital management objectives are to ensure the
Group’s ability to continue as a going concern and to provide an
adequate return to shareholders by pricing goods and services
commensurately with the level of risk.

The Group actively and regularly reviews its capital structure
and makes adjustments in light of changes in economic
conditions. The Group monitors its capital using a gearing ratio
calculated on the basis of lease liabilities over total equity. The
Group’s goal in capital management is to maintain the gearing
ratio at a reasonable level. In order to maintain or adjust the
ratio, the Group may adjust the amount of dividends paid to
shareholders, issue new shares, return capital to shareholders,
raise new debt financing or sell assets to reduce debt.

The gearing ratio is regularly reviewed by senior management.
The gearing ratios as at the end of the reporting periods are as
follows:

AEENERTE R B ARRAERR
RS LRI RRE T
W R IRTS KRS - AR AR E
% -

AREBEGR K E MR HEARE - I
PERBERBEE L FE - AREER
RHERBRUESEEIENEER
BEERERER - ARENEAEER
SEMEERBLRGRERIENKYE -
BT HTHFEZLLE - ARE A R
FBCER MR BB 28 - BTN -
AR EER - SEMEHRE N
EEENREET -

BERBLXASNEEEE R -
REEMRNEERBLRNT ¢

2020 2019
—F-FF | —TNF
HK$’000 HK$’000
FExT FEIT

Lease liabilities HEB8E
— current - L& 3,654 5,568
— non-current - IERH 1,321 2,979
4,975 8,547
Total equity T 238,425 305,197
Gearing ratio BEAMGBLE 2.1% 2.8%
o
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

36. STATEMENT OF FINANCIAL POSITION OF THE  36. X2 ) B #& AR R 3=
COMPANY

2020 2019
—ECEHF —T—hnEF
HK$’000 HK$’000
FHExT FEIT
ASSETS AND LIABILITIES EERARE
Non-current assets FREBEE
Interests in subsidiaries (note (a)) RITE R AR (M5 (a) 63,612 63,612
Right-of-use assets EREEE 2,069 1,131
65,681 64,743
Current assets REBEE
Prepayments TEfT IR 750 1,521
Amounts due from subsidiaries FEW T A RIFIR 138,895 220,556
Cash and cash equivalents HeMReEEER 59,291 71,400
198,936 293,477
Current liabilities REAE
Other payables FH Ath A< FRIB 1,232 1,169
Amounts due to subsidiaries FERTHI B A B150E 249 249
Lease liabilities HEalE 1,074 1,033
2,555 2,451
Net current assets REBEEFE 196,381 291,026
Non-current liabilities FRBEE
Lease liabilities HEAE 1,015 146
1,015 146
Net assets EEFE 261,047 355,623
EQUITY s
Share capital [N 16,900 16,900
Reserves (note (b)) e (M (o)) 244,147 338,723
Total equity R 261,047 355,623

On behalf of the Board
REEFS

Tin Yat Yu Carol Cheung Ka Lung
H—¥F REKEE
Director Director
EF EF
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For the year ended 31 December 2020 HZ — T -FTF+-—A=+—HIEFE

36. STATEMENT OF FINANCIAL POSITION OF THE

COMPANY (Continued)

Notes:

(@) Subsidiaries

Particulars of the principal subsidiaries as at the reporting date are set out

Notes to the Consolidated Financial Statements

F

R

(@ MEBEAR

36. A2 BB T )

RE AT ERME QBN FEHR

as follows: i
Place/
country of Particulars of
incorporation/ issued/paid-in
Name establishment capital Effective interest Place of
ML held by the operation and
R E 2 BT/ Company principal activities
=L B= SARAFE AABRFENERER EEMBREIEXER
Direct Indirect
HE I
Great Entrepreneur BVI 4 ordinary shares 100% - Investment holding
Investments Limited REARRES of US$1 each in Hong Kong
AREREEET REBREER
Transformed Holdings Limited BVI 4 ordinary shares 100% - Investment holding
EBERRES of US$1 each in Hong Kong
ARGIREEET REBREER
B A AR
Going Success Holdings Limited BVI 1,000 ordinary shares 100% - Investment holding
EEERAES of US$1 each in Hong Kong
1,000 IRFAREE 1 =TT REBRETR
B AR
Holly Global Limited BVI 100 ordinary shares 100% - Investment holding
EBERAES of US$1 each in Hong Kong
100 R BIEE 1367 REBREER
Best Supreme Investment Limited  BVI 100 ordinary shares 100% - Investment holding
BBHERAES of US$1 each in Hong Kong
100 R BAREE 1367 REBREER
Y AR
Victory Leader Holdings Limited BVI 1 ordinary share 100% - Investment holding
lEERAR AR REBHERRHD of US$1 each in Hong Kong
1REREE1ET REBRETR
CORE i
Runway Global Limited Hong Kong HK$3,000,000 - 100% Investment holding
B RIRERBR AR & 3,000,000 7T and trading of

4@ CEFC Hong Kong Financial Investment Company Limited &5 ZE {5 & g% & B R A A
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For the year ended 31 December 2020 HEZ - T -FTF+-A=+—HIFE

36. STATEMENT OF FINANCIAL POSITION OF THE  36. A&~ 2 BB IEAR R &R (&)

COMPANY (Continued)

Notes: (Continued)
(a) Subsidiaries (Continued)

Particulars of the principal subsidiaries as at the reporting date are set out

MisE (&
(@ MEAR )

K& BT EME QRN FEER

as follows: (Continued) T ()
Place/
country of Particulars of
incorporation/  issued/paid-in
Name establishment capital Effective interest Place of
HEmRL held by the operation and
ALK B 21T Company principal activities
=1 B= SARAFE AABRFENERER EEMBREIEXER
Direct Indirect
HiE k3
Jiaxing Runway Global PRC US$2,000,000 N 100% Manufacturing and
Garment Limited* s 2,000,000 37T trading of apparels
Ry R IR IR AR AR (52 ) in the PRC
BRAT Fr BT T AR B
RE 5
Runway Fashions, Inc. USA 1,000 ordinary shares - 100% Provision of designing,
Eed of US$1 each marketing and
1,000 IR FAREE 1 =T advertising services
RPN in the USA
REBTRHHRF
Mi5EH
Ko B 5 PR
Delta Wealth Finance Limited Hong Kong HK$1,000,000 - 100% Provision of money
REMEAERAR "B 1,000,000/ lending services
RHEFEE RS
Harvest Celebration Limited Hong Kong HK$1,000 - 100% Investment holding
LIEIRKARAR] B 1,000 7T in Hong Kong
REBREER
Smart Dream Limited BVI 100 ordinary shares - 100% Investment holding
EBHERAES of US$1 each in Hong Kong
100 R BALEE 156 7T REEREER
okl
Glory Kind Corporation Limited Hong Kong HK$1,000 - 100% Investment holding
BIEBRAT e 1,000/ in Hong Kong
REBRETR
Crystal Idea Investments Limited Hong Kong 1 ordinary share - 100% Investment holding
BHEREBRAA F of HK$1 each in Hong Kong
1REREE BT REBREER
Y AR
# Wholly foreign owned enterprise under PRC law # FEEETHINTBERE

None of the subsidiaries issued any debt securities at the end of the year.

BLER I A RN FR BT EAERES
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36. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY (Continued)

Notes to the Consolidated Financial Statements

36. A2 BB T )

Notes: (Continued) MizE : (&
(b)  Reserves (b) REE
A summary of the Company’s reserves is as follows: AR BMFEER T
Share Contributed Accumulated
premium surplus losses Total
BRADRE BB RitEsiE st
HK$'000 HK$'000 HK$'000 HK$'000
FHETT FHETT FHET FHETT
At 1 January 2019 W—Z—h&—A—H 375,963 63,583 (75,534) 364,012
Loss and total comprehensive rFEEEBEREERERTE
income for the year - - (25,289) (25,289)
At 31 December 2019 and RZE-NF+=ZA=+—AH
1 January 2020 EZZE-FF—A—H 375,963 63,583 (100,823) 338,723
Loss and total comprehensive AFEEEBREEKERRE
income for the year - - (94,576) (94,576)
At 31 December 2020 R-ZE-ZFF+=ZA=+—H 375,963 63,583 (195,399) 244,147

Contributed surplus of the Company represents the difference between
the net asset value of the subsidiaries acquired pursuant to certain
reorganisation of the Group and the nominal value of the share issued by
the Company in exchange thereof.

4® CEFC Hong Kong Financial Investment Company Limited B ZEE S gIRE TR A7)

AARNBABHBERBEARES TEA
BB AR M EEFEEARARMER
AR BT E(E R ZHE




7 8 3 {5 Bl B A PR & 7]
CEFC HONG KONG FINANCIAL
INVESTMENT COMPANY LIMITED

1% 13 1% 5% Stock Code : 1520



	Cover
	Contents
	Corporate Information
	Financial Summary
	Chairman's Statement
	Biographical Details of Directors and Senior Management
	Management Discussion and Analysis
	Corporate Governance Report
	Environmental, Social and Governance Report
	Directors' Report
	Independent Auditor's Report
	Consolidated Statement of Comprehensive Income
	Consolidated Statement of Financial Position
	Consolidated Statement of Changes in Equity
	Consolidated Statement of Cash Flows
	Notes to the Consolidated Financial Statements
	Back Cover

