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As at 29 March 2021, the date of this annual report, the
biographical details of the Directors and the senior management of
the Company are as follows:

BOARD OF DIRECTORS

Executive Directors

CHEUNG YUK FUNG Chairman

Mr. Cheung, age 74, is the Chairman and an Executive Director of
the Company. He graduated from the Faculty of Radio Electronics at
Peking University in the People’s Republic of China (the “PRC") and
worked as a professor at Peking University thereafter. Prior to joining
the Group in 2001, Mr. Cheung was a chairman of a company
listed in the PRC, namely Founder Technology Group Corporation,
and a director of a company listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”), namely Founder Holdings
Limited, and has work experience in international trade, finance,
asset management and strategic planning. Mr. Cheung was
honoured with many awards, including being selected as the young
entrepreneur with outstanding contribution to China, and won the
first prize of national golden award for enterprise initiators in the 4th
National Technology Industrialist Award.

KUI MAN CHUN Chief Executive Officer

Mr. Kui, age 55, is the Chief Executive Officer and an Executive
Director of the Company. He graduated from Peking University
in the PRC with a master’s degree in international relations and
has over 29 years of experience in the information technology
industry and investment activities. Mr. Kui is also the chairman,
chief executive officer and a director of Hi Sun Limited (“HSL”), the
Company’s substantial shareholder. Prior to joining HSL in 2000,
Mr. Kui was the president of an enterprise in the PRC. He joined the
Group in 2000.

XU WENSHENG

Mr. Xu, age 52, is an Executive Director of the Company. He
graduated from the Dalian University of Technology with a
bachelor’s degree in computer science and engineering. Mr. Xu
is also a director of HSL. Prior to joining the Group in 2003,
Mr. Xu was the president of a system integration company and
has extensive experience in computer systems integration of the
financial industry.

LI WENJIN

Mr. Li, age 57, is an Executive Director of the Company. He
graduated from Peking University in the PRC with a master’s
degree in law. He has over 29 years of experience in investment
and administrative affairs. Mr. Li is also a director of HSL. Prior to
joining HSL in 1999, he had worked for several companies in the
PRC and Hong Kong. He joined the Group in 2000. Mr. Li has also
been appointed as an executive director of PAX Global Technology
Limited, an associated corporation of the Company and a company
listed on the Main Board of the Stock Exchange, since 24 February
2010.
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XU CHANGJUN

Mr. Xu, age 54, is an Executive Director of the Company. He
graduated from Peking University in the PRC with a master’s degree
in international economics. Prior to joining the Group in 2001, Mr.
Xu had worked for several companies in the PRC and Hong Kong.
He has over 29 years of experience in corporate management of
enterprises in Hong Kong and the PRC.

Independent Non-Executive Directors

TAM CHUN FAI

Mr. Tam, age 58, is an Independent Non-Executive Director of
the Company. He graduated from the Hong Kong Polytechnic
University with a bachelor of arts degree in accountancy. Mr. Tam
is a member of Hong Kong Institute of Certified Public Accountants
and a member of Chartered Financial Analyst and has over 29
years” experience in auditing, corporate advisory services as well as
financial management and compliance work. Mr. Tam is currently
an executive director of Beijing Enterprises Holdings Limited (a
major red chip company) and an independent non-executive
director of KWG Property Holding Limited, both of which are listed
on the Main Board of the Stock Exchange. He joined the Group in
2004.

LEUNG WAI MAN, ROGER

Mr. Leung, age 64, is an Independent Non-Executive Director
of the Company. He obtained a bachelor’s degree in law and a
postgraduate certificate in laws from the University of Hong Kong.
He also obtained a Juris Doctor degree from the University of
Western Ontario, Canada. Mr. Leung has been a practicing solicitor
in Hong Kong since 1984 and is now a partner of the law firm,
Messrs Foo, Leung & Yeung. He was also admitted as a solicitor in
England and Wales and as a barrister, solicitor and notary public
in Ontario, Canada. Mr. Leung has extensive working experience
in law both in Hong Kong and in Canada. He served as a member
of the Inland Revenue Board of Review from 1997 to 2005 and
has been appointed as a China-appointed Attesting Officer since
January 2003. Mr. Leung is currently an independent non-executive
director of China Flavors and Fragrances Company Limited, a
company listed on the Stock Exchange. He joined the Group in
2004.

CHANG KAI-TZUNG, RICHARD

Mr. Chang, age 66, is an Independent Non-Executive Director of
the Company. Mr. Chang graduated from the University of Texas
at Austin, United States of America with a bachelor’s degree in
Statistics and Operations Research. Mr. Chang possesses more than
27 years of experience in electronic payments industry in Southeast
Asia, Japan and the Great China. Mr. Chang was the Senior
Vice President, Global Clients APCEMEA of VISA Inc. (“VISA”)
in Singapore. He was previously VISA’s Greater China General
Manager, Japan General Manager, and senior country manager for
Singapore, Thailand, the Philippines and Indochina. He joined the
Group in 2009 as a Non- Executive Director and was re-designated
as an Independent Non-Executive Director on 26 February 2016.
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SENIOR MANAGEMENT

As at the date of this annual report, Mr. Li Huimin, Mr. Liao Lizhi,
Mr. Liang Jing Jing, Mr. Liu Xiao Zhen, Mr. Zhao Yue Hui, Mr. Li Li
and Ms. Hui Lok Yan were the Company’s senior management.

LI HUIMIN

Mr. Li, age 41, is the president of DO OO0 DOOOO (“VBill
OPCQ”"). He graduated from Hubei University of Technology with
a bachelor’s degree in Electrical Technology. He joined the Group
in 2008. He has over 14 years of experience in third-party payment
industry management.

LIAO LIZHI

Mr. Liao, age 48, is the general manager of Hunan Hisun Mobile
Pay IT Ltd. He graduated from Renmin University of China with
a bachelor’s degree in Corporate Management and received a
master’s degree in Business Management from Sichuan University.
He joined the Group in 2005. He has over 14 years of experience
in the communication industry.

LIANG JING JING

Mr. Liang, age 39, is the president of Shenzhen Hi Sun FinTech
Global Limited. He graduated from Central South University
with a bachelor’s degree in Telecommunications Engineering and
received a master’s degree in Engineering Project Management from
Shanghai Jiao Tong University and a master’s degree in business
administration from China Europe International Business School. He
joined the Group in 2003. He has over 17 years of experience in
the information technology industry.

LIU XIAOZHEN

Mr. Liu, aged 38, is the president of Beijing Hi Sun Advanced
Business Solutions Information Technology Limited. He graduated
from Shenzhen University with a bachelor’s degree in engineering.
He joined the Group in 2004. He has over 16 years of experience
in the financial technology industry.

ZHAO YUE HUI

Mr. Zhao, age 56, is the chief executive officer of Hangzhou
PAX Electronic Technology Limited. He graduated from Zhejiang
University with a bachelor’s degree in engineering, and received a
master’s degree in engineering from Tongji University. He has over
19 years of experience in corporate management. He joined the
Group in 2000.
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LIl

Mr. Li, age 45, is the president of Megahunt Technologies Inc.. He
graduated from Tsinghua University with a bachelor’s degree in
engineering and a master’s degree in engineering. He also received
a degree of Executive Master of Business Administration from China
Europe International Business School. He joined the Group in 2010.
He has over 23 years of experience in the integrated circuit design
industry.

HUI LOK YAN

Ms. Hui, age 42, is the Group Financial Controller and Joint
Company Secretary of the Company. She graduated from the
Chinese University of Hong Kong with a bachelor’s degree in
Business Administration. Ms. Hui is currently a certified public
accountant of the Hong Kong Institute of Certified Public
Accountants. Prior to joining the Group in 2007, she was a manager
of an international public accountancy firm.
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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of Hi Sun Technology (China) Limited (the “Company”) and its
subsidiaries (collectively the “Group”), | would like to present to our
shareholders the annual report of the Group for the year ended 31
December 2020.

The world faced unprecedented challenges during Year 2020 as a
result of the outbreak of the COVID-19 pandemic. The Group has
adopted various prevention and control measures in accordance
with the relevant national and local regulations on epidemic
prevention and control in compliance with the national epidemic
prevention policies. At present, the COVID-19 control measures in
China have achieved substantial success and managed to effectively
quell the spread of the virus in the country. While Mainland China’s
economy has stabilized in many areas, with the COVID-19 vaccine
roll-out underway, we are cautiously optimistic about the direction
and scope of the country’s full recovery.

During Year 2020, consolidated revenue amounted to HK$4,143.4
million, as compared to HK$5,576.0 million in Year 2019. Such
decline was mainly contributed by a decrease in transaction
volume of the payment processing solutions segment as a result of a
shrinkage in offline consumer consumption of goods and services.
Operating profit totaled HK$653.1 million, 13% up compared to
Year 2019. Increase in operating profit of the Group for Year 2020
was primarily due to a significant increase in fair value gains on
financial assets at fair value through profit or loss for the Convertible
Series C Preference Shares and Convertible Series D Preference
Shares of Cloopen Group Holding Limited (“Cloopen”) held by the
Group for Year 2020. The Board is pleased to announce that trading
in the ADSs of Cloopen on NYSE commenced on 9 February 2021
(New York time). Immediately upon completion of the offering of the
ADSs, the shareholding of the Company in Cloopen was diluted and
reduced to 17.10%.
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The Group’s share of results from an associated company, PAX
Global in Year 2020, increased by 45% as compared to Year
2019. Profit for the year totaled HK$779.1 million as compared to
HK$683.0 million in Year 2019. With regards to our balance sheet,
the total assets as at 31 December 2020 amounted to HK$9,717.1
million, as compared to HK$8,149.1 million as at 31 December
2019.

Combined with our strong financial position, management will
remain focused on financial and operation disciplines and take hold
of various opportunities for the Group in Year 2021. On behalf of
the Board, we would like to take this opportunity to express our
utmost gratitude to our customers, bankers, suppliers, business
associates and most valued shareholders for their continuous trust
and support to the Group.

On behalf of the Board

Cheung Yuk Fung
Chairman

Hong Kong, 29 March 2021
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BUSINESS PERFORMANCE AND BUSINESS
OUTLOOK

Review of business performance of the Group during the reporting
year and the Group's business outlook are disclosed in the section
headed “Business Review” in the Report of the Directors.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2020, the Group reported total assets of
HK$9,717.1 million (2019: HK$8,149.1 million), which were
financed by total liabilities of HK$3,349.6 million (2019:
HK$2,870.6 million) and total equity of HK$6,367.5 million (2019:
HK$5,278.5 million). The net asset value was HK$6,367.5 million
(2019: HK$5,278.5 million). Net assets per share amounted to
HK$2.293 as compared to HK$1.901 per share as at 31 December
2019.

As at 31 December 2020, the Group had cash and bank balances
of HK$4,628.0 million (2019: HK$4,384.1 million) and no short-
term borrowing (2019: HK$5.6 million). The net cash position was
HK$4,628.0 million as compared to HK$4,378.5 million as at 31
December 2019. The gearing ratio is calculated as total debt divided
by total capital, while total debt includes borrowing, lease liabilities
and written put option liability of the Group. The gearing ratio was
12.2% (2019: 12.4%). The gearing ratio is considered healthy and
suitable for the continuing growth of the Group’s business.

CAPITAL STRUCTURE AND DETAILS OF CHARGES

As at 31 December 2020, the Group had no bank borrowing (2019:
HK$5.6 million) and banking facilities of approximately HK$25.9
million (2019: HK$17.8 million). The bank borrowing carried an
interest rate of 4.57% per annum as at 31 December 2019. As at
31 December 2020, the banking facilities were secured by the
leasehold land and buildings of a subsidiary of the Company, with a
net carrying amount of HK$2.8 million (2019: HK$2.7 million) and
HK$5.8 million (2019: HK$6.4 million), respectively.
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Management Discussion and Analysis

Approximately HK$3,251.7 million, HK$305.7 million, HK$998.2
million, HK$69.7 million, HK$2.5 million and HK$0.2 million of
the Group’s cash balances were denominated in Renminbi, Hong
Kong Dollar, US Dollar, Japanese Yen, Macanese Pataca (“MOP”)
and Euro respectively as at 31 December 2020.

Approximately HK$3,002.7 million, HK$265.6 million, HK$997.0
million, HK$116.2 million and HK$2.6 million of the Group’s cash
balances were denominated in Renminbi, Hong Kong Dollar, US
Dollar, Japanese Yen and MOP respectively as at 31 December
2019.

SIGNIFICANT INVESTMENT

Save as disclosed in the section headed “Overall Financial Results
and Position” in the Report of Directors on page 33 and note 22 to
the consolidated financial statements, the Group had no significant
investment held as at 31 December 2020.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES

The Group did not have any material acquisition or disposal of
subsidiaries during the year ended 31 December 2020.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

There was no specific plan for material investments or capital assets
as at 31 December 2020.

EXCHANGE RATES EXPOSURE

The Group derives its revenue, makes purchases and incurs
expenses denominated mainly in US Dollars, Renminbi and
Hong Kong Dollars. Currently, the Group has not entered into any
agreements or purchased any instruments to hedge the Group's
exchange rate risks. Any material fluctuation in the exchange rates
of Hong Kong Dollars, Renminbi or Japanese Yen may have an
impact on the operating results of the Group.

BB Z o YL 5 B

ooo

ooooooooobOooOooooooboooo
3,251,700,0000 00O305,700,0000 011998,200,000
0 00e9,700,0000 002,500,0000 O O 200,0000 O
oooooooOOoooobOoooooobomoo
omoooooo

00000000000 00000000000
0 3,002,700,0000 0 0 265,600,0000 001997,000,000
0 00116,200,0000 0 02,600,0000 000000
0000000 O000O00O000000

gooo

oo33gooooOoboO0oOoooooooOooo
oooooOoooOoo220000000C0000
oobooooOooooobocooooocooood

gubboooaooo

goooooOO0O00o0ooobObO0O000000o
ooboooooooooooood

gooooooooooood

ggooobooooooooboobooboobooooo
oboboooocooooobooo

gooo

oo0o0oooOOoOoOoOoooOoooooOooDbDOooao
obooooooooboOoooobooooooooa
gooocoOoooO0oocOOooOOoocOOoOOoboOoOo
ooooooooocOoOoooOoOooOoOooOoooo
oobooocooooocoooooo

11



12

HI SUN TECHNOLOGY (CHINA) LIMITED

ANNUAL REPORT 2020

Management Discussion and Analysis

R 2 LT B

CONTINGENT LIABILITIES

(A)

(B)

Performance Guarantee Agreement with a customer

In 2015, the Company entered into a performance guarantee
agreement with a customer (the “Performance Guarantee
Agreement”). Pursuant to the Performance Guarantee
Agreement, the Company agreed to provide the customer with
a guarantee in relation to the due and punctual performance
of a service project by a subsidiary of the Company with a
surety of not more than HK$60,000,000 and to indemnify the
customer against any third-party claim of intellectual property
right infringement resulting from the acts of the said subsidiary.
The Performance Guarantee Agreement remained in full force
and effect during the year of 2020. As at 31 December 2020,
the Company did not recognise any liability in relation to the
Performance Guarantee Agreement as the Directors considered
the possibility of reimbursement not probable.

Guarantee Agreement with subsidiaries of the Company
(i) In 2019, the Company entered into a guarantee agreement
(the “2019 Manufacturer Guarantee Agreement”) with
3 subsidiaries of the Company, in respect of the said
subsidiaries” payment obligations against a named
manufacturer. Pursuant to the 2019 Manufacturer
Guarantee Agreement, the Company shall guarantee to
repay the due and unsettled debts of the said subsidiaries
individually and/or collectively of up to US$10,000,000
incurred in relation to such manufacturing orders placed
against the named manufacturer by the said subsidiaries,
should any of them individually and/or collectively cease
or fail to honour its payment obligations.
(i) In 2020, the Company entered into a guarantee agreement
(the “2020 OEM Guarantee Agreement”) with a subsidiary
of the Company and an independent manufacturer
(“OEM”), in respect of the said subsidiary’s payment
obligations against the OEM. Pursuant to the 2020 OEM
Guarantee Agreement, the Company shall guarantee to
repay the said subsidiary’s due and unsettled debts of up
to US$10,000,000 owed to the OEM which are incurred in
relation to such manufacturing orders the said subsidiary
placed against the OEM should it cease or fail to honour its
payment obligations.

Save as disclosed above, the Group had no material contingent
liability as at 31 December 2020.
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EMPLOYEES

The total number of employees of the Group as at 31 December
2020 was 2,475. The breakdown of employees by division is as
follows:

ooo

HEN

oboooocooooOooOoocOooooOoOoboOoooa
2,475000000000000

Payment processing solutions oboobOOooooo 818
Information security chips and solutions Ooooooooooo 119
Platform operation solutions oooooooo 670
Financial solutions oooooo 582
Electronic power meters and solutions Ooooooooooao 234
Others oo 12
Corporate office oo 40

2,475

The Group ensures that its employees’ remuneration packages
are comprehensive and competitive. Employees are remunerated
with fixed monthly income plus annual performance related
bonuses. The Group also operates certain share option schemes
for the purpose of attracting, retaining, motivating and rewarding
the employees. The Group also sponsors selected employees to
attend external training courses that suit the needs of the Group's
businesses.

Disclaimer:
Non-GAAP measures

Certain non-GAAP (generally accepted accounting principles)
measures, such as EBITDA, are used for assessing the Group's
performance. These non-GAAP measures are not expressly
permitted measures under GAAP in Hong Kong and may not
be comparable to similarly titled measures for other companies.
Accordingly, such non-GAAP measures should not be considered as
an alternative to operating income as an indicator of the operating
performance of the Group or as an alternative to cash flows from
operating activities as a measure of liquidity. The use of non-GAAP
measures is provided solely to enhance the overall understanding
of the Group’s current financial performance. Additionally, as
the Group has historically reported certain non-GAAP results to
investors, the Group considers the inclusion of non-GAAP measures
provides consistency in our financial reporting.
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The Directors hereby present their report together with the audited
financial statements for the year ended 31 December 2020.

PRINCIPAL ACTIVITIES AND ANALYSIS OF
OPERATIONS

The principal activity of the Company is investment holding.
The principal activities of the Group are provision of payment
processing solutions, sales of information security chips and
solutions, provision of platform operation solutions, provision
of financial solutions and sales of electronic power meters and
solutions.

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

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2020 are
set out in the consolidated income statement on page 108.

The Directors do not recommend the payment of dividend for the
year (2019: Nil).

RESERVES

Details of the movements in the reserves of the Group and of the
Company during the year are set out in the consolidated statement
of changes in equity and in notes 29 and 38 to the consolidated
financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of
the Group are set out in note 15 to the consolidated financial
statements.
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SHARE CAPITAL AND SHARE OPTIONS

Share Option Scheme of the Company

The Company operates a share option scheme (the “Scheme”)
for the purpose of attracting, retaining and motivating talented
employees for the future developments and expansion of the Group.
Eligible participants (the “Participants”) of the Scheme include any
full-time employees, directors of the Company, any subsidiary or
associated company. The Scheme became effective on 29 April
2011 and, unless otherwise cancelled or amended, will remain
valid and effective for a period of 10 years therefrom until 29 April
2021.

The total number of shares of the Company (the “Shares”) which
may be issued upon exercise of all options to be granted under the
Scheme, and any other share option schemes of the Company, shall
not in aggregate exceed 10% of the relevant class of securities of the
Company in issue as at the date of approval of the Scheme unless
the Company obtains a fresh approval from the Shareholders.

The maximum number of Shares issued and may be issued upon
exercise of all exercised and outstanding options granted to each
Participant shall not in aggregate exceed 1% of the relevant class
of securities of the Company in issue in any 12-month period. Any
further grant of options in excess of the aforesaid 1% limit shall be
subject to the approval of the Shareholders with such Participant
and his/her associates abstaining from voting.

As at the date of this annual report, 267,342,983 Shares are
available for issue under the Scheme, representing approximately
9.63% of the total number of Shares in issue.

The exercise period of the options granted is determined at the
discretion of the Board and in any event shall commence on the
date of the offer of the options (the “Offer Date”) and expire within
10 years therefrom.

There is no minimum period for which an option must be held
before it can be exercised and no performance target must be
achieved by the grantee before the option can be exercised.

A share option shall take effect when duly accepted by the grantee
and the Company having received HK$1 from the grantee as
consideration for the grant within 21 days after the offer.
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The exercise price of an option shall be determined at the discretion
of the Board and shall be at least the highest of (i) the closing price
of the Shares as stated in the Stock Exchange’s daily quotations
sheet on the Offer Date, which must be a day on which the Stock
Exchange is open for the business of dealing in securities (“Trading
Day”); (ii) a price being the average of the closing prices of the
Shares as stated in the Stock Exchange’s daily quotation sheets for
the five Trading Days immediately preceding the Offer Date; and (iii)
the nominal value of a Share.

As at 1 January 2020, 31 December 2020 and up to the date
of this annual report, there was no outstanding share option of
the Company granted under the Scheme. No share option of the
Company was granted, exercised, cancelled or lapsed under the
Scheme during the year ended 31 December 2020.

Further details of the Scheme can be found in the circular of the
Company dated 28 March 2011.

Share Option Scheme of Vbill (Cayman)

VBill Limited (“VBill (Cayman)”) adopted a share option scheme
(the “VBill (Cayman) Share Option Scheme”),which complies
with Chapter 17 of the Listing Rules, on 16 October 2020, which
became effective on 18 November 2020.

The purpose of the VBill (Cayman) Share Option Scheme is to
enable VBill (Cayman) to grant options (the “VBill (Cayman)
Option(s)”) to selected participants as incentives or rewards for
their contribution or potential contribution to the VBill (Cayman)
and its subsidiaries (“VBill (Cayman) Group”). Eligible participants
(the “VBill (Cayman) Participant(s)”) include any director, senior
management and employee of the Company and the VBill (Cayman)
Group.

Unless otherwise amended or terminated, the VBill (Cayman) Share
Option Scheme will be effective for a period of 10 years from 18
November 2020 until 18 November 2030.

The principal terms of the VBill (Cayman) Share Option Scheme are
summarised as follows:

The total number of shares of VBill (Cayman) (the “VBill (Cayman)
Shares”) which may be allotted and issued to the grantees upon
exercise of all options to be granted under the VBill (Cayman) Share
Option Scheme and any other share option scheme(s) of VBill
(Cayman) shall not in aggregate exceed 10% of the VBill (Cayman)
Shares in issue as at the date of approval of the VBill (Cayman) Share
Option Scheme, unless the Company obtains a fresh approval from
the Shareholders.
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The total number of VBill (Cayman) Shares issued and which may
fall to be issued to each VBill (Cayman) Participant upon exercise
of the options granted under the VBill (Cayman) Share Option
Scheme and any other share option scheme(s) of the VBill (Cayman)
(including both exercised and outstanding options) in any 12-month
period shall not exceed 1% of the number of VBill (Cayman)
Shares in issue, unless otherwise approved by the Shareholders
with such VBill (Cayman) Participant and his close associates (or
his associates if such participant is a connected person) abstaining
from voting. For VBill (Cayman) Options granted or to be granted
to any substantial Shareholder, independent non-executive Director
or their respective associates, the said limit shall be reduced to
0.1% of the number of VBill (Cayman) Shares in issue. Any further
grant of VBill (Cayman) Options in excess of such limit is subject
to Shareholders’ approval at general meeting, with the relevant
participant concerned, his associates and all core connected
persons of the Company abstaining from voting.

As at the date of this annual report, 930.8 VBill (Cayman) Shares
were available for issue under the VBill (Cayman) Share Option
Scheme, representing 10% of the total number of VBill (Cayman)
Shares in issue.

The exercise period of a VBill (Cayman) Option is to be determined
by the board of directors of VBill (Cayman), which shall not be
beyond 10 years from the date of grant.

There is no minimum period for which a VBill (Cayman) Option
must be held nor any performance targets must be achieved by a
grantee before a VBill (Cayman) Option can be exercised, subject
to VBill (Cayman)’s board of directors” discretion, on a case-by-case
basis or generally, to impose such conditions, such as minimum
performance targets and other terms as they consider appropriate.

Upon acceptance of the grant of a VBill (Cayman) Option, the
grantee shall, within 7 days after the grant, pay HK$1.00 to VABill
(Cayman) as nominal consideration for the grant.

The subscription price payable by any grantee shall be a price to
be determined by the board of directors of VBill (Cayman) in its
absolute discretion at the time of the grant of the relevant VBill
(Cayman) Option, with reference to factors which may include
the business performance, value of VBill (Cayman) Group and
individual performance of the relevant grantee, but in any event, the
subscription price shall not be less than the net asset value of the
interests of VBill (Cayman) subject to the relevant option calculated
from the latest audited accounts of VBill (Cayman).
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During the year ended 31 December 2020, no VBill (Cayman)
Option was granted, exercised, cancelled or lapsed under the
VBill (Cayman) Share Option Scheme. As at 1 January 2020, 31
December 2020 and up to the date of this annual report, there was
no outstanding share option granted under the VBill (Cayman) Share
Option Scheme.

Further details of VBill (Cayman) Share Option Scheme can be
found in the circular of the Company dated 28 October 2020.

Share Option Scheme of VBill OPCO

VBill OPCO adopted a share option scheme (“VBill OPCO Share
Option Scheme”), which complies with Chapter 17 of the Listing
Rules, on 15 January 2018 which became effective on 5 February
2018.

The purpose of the VBill OPCO Share Option Scheme is to enable
VBill OPCO to grant options of equity interest of VBill OPCO (“VBill
OPCO Options”) to selected participants as incentives or rewards
for their contribution or potential contribution to VBill OPCO and its
subsidiaries (“VBill OPCO Group”). Eligible participants of the VABill
OPCO Share Option Scheme include any directors, supervisors,
general managers and other employees of any member of VBill
OPCO Group.

Unless otherwise amended or terminated, the VBill OPCO Share
Option Scheme will be effective for a period of 6 years from 5
February 2018 until 5 February 2024.

The principal terms of the VBill OPCO Share Option Scheme are
summarised as follows:

The total registered capital of VBill OPCO (“VBill OPCO Registered
Capital”) which may be contributed by grantees upon the exercise
of all options to be granted under the VBill OPCO Share Option
Scheme and any other share option schemes of VBill OPCO shall
not in aggregate exceed RMB19,990,000, being 10% of the VBill
OPCO Registered Capital as at the date of approval of the VBill
OPCO Share Option Scheme unless the Company obtains a fresh
approval from the Shareholders. On 5 February 2018, ordinary
resolutions were passed by the Shareholders which allowed VBill
OPCO to grant VBill OPCO Options to certain grantees. The
exercise of such options in full will render VBill OPCO Registered
Capital to be increased by RMB27,259,000, representing 13.64%
and 12% of the VBill OPCO Registered Capital as at 5 February
2018 and as enlarged by the exercise of VBill OPCO Options in full.
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The maximum VBill OPCO Registered Capital contributed and to
be contributed upon exercise of the VBill OPCO Options granted
to each participant of the VBill OPCO Share Option Scheme
(including both exercised and outstanding VBill OPCO Options)
in any 12-month period shall not exceed 1% of the VBill OPCO
Registered Capital, unless otherwise approved by the Shareholders
with such participant and his close associates (or his associates if
such participant is a connected person) abstaining from voting. For
VBill OPCO Options granted or to be granted to any substantial
Shareholder, independent non-executive Director, or their respective
associates, the said limit shall be reduced to 0.1% of the VBill
OPCO Registered Capital. Any further grant of VBill OPCO Options
in excess of such limit is subject to Shareholders’ approval at
general meeting, with the relevant participant(s) concerned and all
core connected persons of the Company abstaining from voting.

The exercise period of VBill OPCO Share Options shall be
determined by VBill OPCO'’s board of directors at the time of the
grant, which initially shall not be beyond 5 years from the date of
grant. The Shareholders approved certain amendments with respect
to the exercise period of the VBill OPCO Options at the special
general meeting of the Company held on 18 November 2020,
pursuant to which the exercise period of (i) VBill OPCO Options
to be granted under the VBill OPCO Share Option Scheme is
extended from not beyond 5 years to not beyond 6 years from the
date of grant; and (ii) the VBill OPCO Options previously granted is
extended from 3 years to 6 years from the date of grant.

There is no minimum period for which a VBill OPCO Option
must be held nor any performance targets must be achieved by
a grantee before a VBill OPCO Option can be exercised, subject
to VBill OPCO'’s board of directors’ discretion, on a case-by-case
basis or generally, to impose such conditions, such as minimum
performance targets and other terms as they consider appropriate.

Each grantee shall, within 7 days after the grant, pay RMB1 to VBill
OPCO upon acceptance of the VBill OPCO Options granted.

The subscription price payable by any grantee shall be determined
by the board of directors of VBill OPCO in its absolute discretion
at the time of the grant of the VBill OPCO Option, with reference
to factors which may include the business performance, value of
VBill OPCO Group and the grantee’s individual performance, but in
any event, shall not be less than the net asset value of the relevant
equity interests of VBill OPCO subject to the VBill OPCO Option
calculated based on the latest audited accounts of VBill OPCO.
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The subscription price of VBill OPCO Options granted after the
Company would have resolved to seek a separate listing of VBill
OPCO on the Main Board or Growth Enterprise Market of the
Stock Exchange or an overseas stock exchange and up to the listing
date of VBill OPCO must be not lower than the new issue price
(if any). In particular, any VBill OPCO Options that would have
been granted during the period commencing six months before the
lodgement of Form A1 (or its equivalent for listing on the Growth
Enterprise Market of the Stock Exchange or the overseas stock
exchange) up to the listing date of VBill OPCO would be subject to

this requirement.

The following table sets out the movements of the VBill OPCO

Options during the year ended 31 December 2020:
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Amount of VBill OPCO Registered Capital subject to the VBill OPCO Options
0dd0oooooooooooooooo

Exercise
price
(for every
RMBL.00 in the Outstanding Lapsed/ Outstanding
VBill OPCO as at Granted Exercised cancelled as at
Registered 1 January during during during 31 December
Grantee Date of grant Capital) 2020 the year the year the year 2020
ooo
oooooo 0OOooooo oooooo
oooo oooo 00000 ooooooo
ooo oooo 00010000 oooo 0ooo ooooo 0o o0ooo
RMB RMB RMB
ooo ooo ooo
Mr. Shen Zheng (“Mr. Shen”) 5 February 2018 12.51 13,629,500 = = = 13,629,500
0ooO0moood goooooooo
Mr. Li Huimin (“Mr. Li") 5 February 2018 12.51 6,814,750 - - - 6,814,750
00000Dooom 0oO0oooooo
Mr. Guo Yi (“Mr. Guo”) 5 February 2018 12.51 6,814,750 - - - 6,814,750
0o00moood ooooooooo
Total: 27,259,000 - - - 27,259,000
ooo




Mr. Shen is a director and the chairman of the board of VBill OPCO
and a director of certain members of the VBill OPCO Group. Mr.
Li is the chief executive officer of VBill OPCO and the supervisor
of a member of the VBill OPCO Group. Mr. Guo is the senior vice
president of VBill OPCO.

As at the date of this annual report, no more VBill OPCO Options
are available for issue unless Shareholders” approval is obtained.

Further details of VBill OPCO Share Option Scheme can be found
in the circulars of the Company dated 19 January 2018 and 28
October 2020.

Share Option Scheme of Megahunt

Megahunt Technologies Inc. (“Megahunt”), adopted a share option
scheme (“Megahunt Share Option Scheme”), which complies with
Chapter 17 of the Listing Rules, on 4 July 2018 which became
effective on 10 August 2018. Certain terms of the Megahunt Share
Options Scheme were amended by the Shareholders at general
meeting held on 27 June 2019, details of which are set out in the
circular of the Company dated 6 June 2019.

The purpose of the Megahunt Share Option Scheme (as amended) is
to enable Megahunt to grant options of equity interest of Megahunt
(“Megahunt Options”) to selected participants as incentives or
rewards for their contribution or potential contribution to Megahunt
and to provide the selected participants with the opportunity to
acquire proprietary interests in Megahunt and to encourage them to
work towards enhancing the value of equity interests in Megahunt
for the benefit of Megahunt and its shareholder(s) as a whole.
Eligible participants of the Megahunt Share Option Scheme include
the directors or senior management of the Company, Megahunt or
its subsidiaries.

Unless otherwise amended or terminated, the Megahunt Share
Option Scheme will be effective for a period of 5 years from 10
August 2018 until 10 August 2023.

The total registered capital of Megahunt (“Megahunt Registered
Capital”) which may be contributed by the grantees upon exercise
of all options to be granted under the Megahunt Share Option
Scheme and any other share option schemes of Megahunt shall
not exceed HK$1,500,000, being 10% of the Megahunt Registered
Capital as at the date of approval of the Megahunt Share Option
Scheme, unless the Company obtains a fresh approval from the
Shareholders.
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The maximum Megahunt Registered Capital contributed and to
be contributed upon exercise of the Megahunt Options granted
to each participant of the Megahunt Share Option Scheme
(including both exercised and outstanding Megahunt Options)
in any 12-month period shall not exceed 1% of the Megahunt
Registered Capital, unless otherwise approved by the Shareholders
with such participant and his close associates (or his associates
if such participant is a connected person) abstaining from voting.
For options granted or to be granted to a substantial Shareholder,
an independent non-executive Director, or any of their respective
associates, the said limit is reduced to 0.1% of the Megahunt
Registered Capital. Any further grant of options in excess of such
limit is subject to Shareholders” approval at general meeting, with
the participant concerned and all core connected persons of the
Company abstain from voting.

The exercise period of the Megahunt Options shall be determined
by the board of directors of Megahunt at the time of making the
offer of the Megahunt Options and in any event shall not be beyond
10 years from the relevant date of grant.

Although there is no general requirement for any minimum period
for which any Megahunt Option must be held or any performance
targets which must be achieved before any Megahunt Option
granted can be exercised, the board of directors of Megahunt has
discretion on a case-by-case basis or generally to impose such
conditions, including (i) minimum periods for which the Megahunt
Option must be held; and/or (i) minimum performance targets that
must be reached before the Megahunt Options can be exercised
in whole or in part; and/or (iii) such other terms on the Megahunt
Options where appropriate. At the special general meeting of the
Company held on 30 December 2019, the Shareholders approved
amendments to terms of the Megahunt Options granted on 3 June
2019, pursuant to which such previously granted Megahunt Options
became vested and exercisable with immediate effect from 30
December 2019.

Each grantee shall, within 7 days of the grant, pay HK$1 to
Megahunt upon acceptance of the Megahunt Options granted.

The subscription price payable by any grantee shall be a price
to be determined by the board of directors of Megahunt in its
absolute discretion at the time of the grant of the relevant Megahunt
Options with reference to factors which may include the business
performance, value of Megahunt and performance of the individual
grantee.
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The subscription price of Megahunt Options granted after the
Company would have resolved to seek a separate listing of
Megahunt on the Main Board or Growth Enterprise Market of the
Stock Exchange or an overseas stock exchange and up to the listing
date of Megahunt must be not lower than the new issue price (if
any). In particular, any Megahunt Options that would have been
granted during the period commencing six months before the
lodgement of Form A1l (or its equivalent for listing on the Growth
Enterprise Market of the Stock Exchange or the overseas stock
exchange) up to the listing date of Megahunt would be subject to
this requirement.

As at the date of this annual report, no further Megahunt Options
remained outstanding and no further registered capital of Megahunt
was available for issue under the Megahunt Share Option Scheme.

As at 1 January 2020, 31 December 2020 and up to the date of this
annual report, there was no outstanding share option granted under
the Megahunt Share Option Scheme. No Megahunt Option was
granted, exercised, cancelled or lapsed under the Megahunt Share
Option Scheme during the year ended 31 December 2020.

Further details of the Megahunt Share Option Scheme can be found
in the circulars of the Company dated 11 July 2018, 6 June 2019
and 10 December 2019.

DISTRIBUTABLE RESERVES

As at 31 December 2020, the Company’s reserves available for
distribution to shareholders as calculated under the Companies
Act 1981 of Bermuda (as amended) amounted to HK$13,728,000
(2019: deficit of HK$11,207,000). The Company’s share
premium account, in the amount of HK$1,290,857,000 (2019:
HK$1,290,857,000) may be distributed in the form of fully paid
bonus shares.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws or the laws of Bermuda which would oblige the Company
to offer new Shares on a pro-rata basis to existing shareholders.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 246.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any Shares of the Company during the year ended 31
December 2020.
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BUSINESS REVIEW
CONDENSED SEGMENT RESULTS ANALYSIS

Payment processing solutions
Information security chips and solutions

Platform operation solutions
Financial solutions

Electronic power meters and solutions

oooooooooo
ooooooooooo
ooooooono
oooooa
oooooooOoooo

ANNUAL REPORT 2020

aoood
ogoooooon
Turnover
ooo
2020 2019
goooad goooao
Note HK$'000 HK$'000
ao good ooo
1 3,266,207 4,672,640
2 298,753 290,010
3 176,873 196,302
4 271,487 302,223
5 138,289 116,277

EBITDA

EBITDA?
2020 2019
ooooo oooono
HK$'000 HK$'000
ooao ooo

822,248 1,160,533

8,695 29,639
3,864 (11,672)
(33,494) (6,081)
5,595 (12,232)

Segmental results oooo 4,151,609 5,577,452 806,908 1,160,187
Less: Inter-segment turnover gooooooo (8,238) (1,471) - -
Total oo 4,143,371 5,575,981 806,908 1,160,187
Depreciation 0o (248,705) (383,595)
Amortisation 00 (1,925) (112)
Write off of property, plant and equipment 0oopooooooo (26,156) (94,701)
Fair value gains on financial assets at fairvalue ~ 0O0O0C00000000000

through profit or loss ooooo B 245,866 22,215
Employees’ incentive programmes of a subsidiary OOOO0O000000000O C (40,191) (30,303)
Segmental operating profit oooooao 735,797 673,691
Unallocated other income poooooo 6,798 8,624
Unallocated corporate expenses ooooooo (89,545) (104,142)
Operating profit oooo 653,050 578,173
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CONDENSED CONSOLIDATED INCOME STATEMENT OO O0OOOOO
2020 2019
ooooo ooooo
Note HK$'000 HK$'000
oo ood ooo
Revenue oo A 4,143,371 5,575,981
Cost of sales gooo C (3,037,741) (4,254,553)
Gross profit oo 1,105,630 1,321,428
Other income gooo B 153,759 116,842
Other gains, net gooooo B 245,300 22,040
Selling expenses gooao C (92,654) (82,266)
Administrative expenses gooo C (651,618) (720,768)
Employees” incentive programmes of a subsidiary oooooooooooon C (40,191) (30,303)
Credit impairment loss, net gooooooo C (67,176) (48,800)
Operating profit oooo 653,050 578,173
Finance costs gooo 0] (63,722) (10,245)
Share of results of investments accounted for using oooooooooooooa D
the equity method 301,512 208,695
Loss on deemed acquisition and dilution of an investment 00ooo0O0o0o0ooooono
accounted for using the equity method gooooo (1,044) -
Profit before income tax goooooo 889,796 776,623
Income tax expense goooo (110,655) (93,656)
Profit for the year gooo 779,141 682,967
Profit attributable to: oooo:
~ Owners of the Company ooooooo 656,685 569,111
— Non-controlling interests oooooao 122,456 113,856
799,141 682,967
Earnings per share for profit attributable to 0o0o0O0O0O0OD HKS$ per share HKS$ per share
the owners of the Company: gooooooo gooo oooo
Basic oo 0.236 0.205
Diluted oo 0.206 0.190

: Represents earnings/(losses) before interest expenses, taxes, depreciation
and amortisation, and excludes write off of property, plant and equipment,
fair value gains on financial assets at fair value through profit or loss and

employees’ incentive programmes of a subsidiary.
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CONDENSED CONSOLIDATED BALANCE SHEET gooooooon
As at 31 December
gooooooo
2020 2019
goooa goooao
Note HK$'000 HK$'000
oo goo goo
ASSETS oo
Investment properties and property, plant and equipment oooooOO0oooooO E 388,537 385,834
Right-of-use assets gooooao F 81,655 88,501
Intanglble assets goono 11,231 2,065
Deferred income tax assets ooooooo 17 119
Investments accounted for using the equity method goooooooo G 2,404,813 2,106,737
Financial assets at fair value through profit or loss ooooooooooooo H 543,040 289,918
Inventories gad | 121,445 95,651
Trade and bills receivables 00ooOo0oo0oo J 273,894 212,174
Other financial assets at amortised cost and other current assets goo0oO0Oo0O0OO0O0OOoDOOoO J
gooooo 183,240 168,715
Loan receivables oooao K 1,043,079 385,128
Amounts due from investments accounted for using the equity method DOO0O00O0000O00000O L 19,957 19,970
Current income tax recoverable oooooooo 11,990 10,007
Bank deposits oooo M 6,181 147
Restricted bank balances and cash and cash equivalents o0000O00O0ODOoOoOODOoO M 4,628,020 4,384,102
Total assets gooa 9,717,099 8,149,068
EQUITY oo
Capital and reserves attributable to owners of the Company ooooOooOoooOooOoo
Share capital oo 6,942 6,942
Reserves aad 5,535,124 4,680,106
5,542,066 4,687,048
Non-controlling interests ooooa 825,438 591,464
Total equity oooo 6,367,504 5,278,512
LIABILITIES ao
Written(;aut option liabilities oopoooooo 0 831,207 683,908
Deferred income tax liabilities ooooooo 371 522
Trade and bills payables ooooooooo N 526,804 439,287
Payables for payment processing solutions business ooooooooooooooOoo N 828,619 599,389
Other payables and accruals 00000000000 N 1,013,991 1,029,432
Amounts due to investments accounted for using the equity method ~ OOO0O00O000000000O L 43,936 21,226
Current income tax liabilities goooooo 51,189 31,905
Lease liabilities oooo F 53,478 59,310
Borrowing oo S 5577
Total liabilities goog 3,349,595 2,870,556
Total equity and liabilities ooooood 9,717,099 8,149,008
HK$ per share HKS per share
gooao gooo
Net assets per share oooooo 2.293 1.901

CONDENSED CONSOLIDATED CASH FLOW STATEMENT O OOOOOOOO

For the year ended 31 December
gooooooooooo

2020 2019

goooao goooa

HK$'000 HK$'000

goo goo

Net cash generated from operating activities oooocooooog 100,932 1,254,462
Net cash used in investing activities oooooooocoo (277,704) (805,5806)
Net cash generated from financing activities ooopoooooo 50,284 640,466
Net (decrease)/increase in cash and cash equivalents 000Co00C0OO0DOOOooCoOO (126,488) 1,089,342
Cash and cash equivalents at be; glnnmg of the year oooooooooon 3,712,567 2,681,475
Exchange gain/(loss) on cash and cash equivalents 00000000000000O0000 161,389 (58,250)
Cash and cash equivalents at end of the year oopDoooooooo 3,747,468 3,712,567




FINANCIAL REVIEW

During the year ended 31 December 2020 (“YEAR 2020”), the
consolidated turnover of the Group amounted to HK$4,143.4
million, representing a decrease of 26% when compared with the
year ended 31 December 2019 (“YEAR 2019”). Profit for the year
totaled HK$779.1 million as compared to HK$683.0 million in
YEAR 2019, representing an increase of 14%.

With regard to the balance sheet, the total assets as at 31 December
2020 amounted to HK$9,717.1 million, when compared with
HK$8,149.1 million as at 31 December 2019. As at 31 December
2020, net current assets amounted to HK$3,778.5 million, when
compared with HK$3,120.1 million as at 31 December 2019.

SEGMENT PERFORMANCE REVIEW

(1) Payment processing solutions
Key performance indicators

Turnover* goox
EBITDA? EBITDA*
— Including credit impairment loss 000000000
Employees” incentive programme 000000000
of a subsidiary oooog

Write off of property, oooooooooo

plant and equipment

Operating profit oooo
* Turnover from external customers
: Represents earnings before interest expenses, taxes, depreciation and

amortisation, excludes write off of property, plant and equipment and
employees’ incentive programme of a subsidiary
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gooooOooOoO0DOOoOoCoOoOoOooOOooDmooo
000OnoooO0ooooooos,143,400,0000
goooooooooooocOoOoOoooOoOnoo
0ooomoo2ed00000000779,100,000
oo0O00oo000oo000oess3oo000000000
149

00000000000 000000000000
0o00oo09,717,100,0000 000000000
000O0000008,149,100,0000 0000000
0000000000000 000d3,778,500,000
000000000000 00O0OO0O00D
3,120,100,0000 OO

gooood

() 00DO00O0oooo

ooooon

2020 2019 Change
gooon gooon og
HK$’000 HK$'000 +/(-)

oood ogod
3,266,207 4,672,640 -30%
822,248 1,160,533 -29%
67,026 44,124 +52%
40,191 - NAOOO
26,156 94,701 -72%
524,894 696,466 -25%

* o0oo0o0ooOo0ooo

goo0oo0O0o0ooOooOoO0OO0oO0OOOOOOoOO
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Segmental turnover amounted to HK$3,266.2 million, as
compared to HK$4,672.6 million in YEAR 2019. By end
of YEAR 2020, there were over 3,300,000 active domestic
merchant and the monthly transaction volume in December
2020 was approximately RMB130 billion. Segmental operating
profit amounted to HK$524.9 million, 25% down as compared
to YEAR 2019. The decrease in segmental operating profit is
primarily attributable to the material decline in segmental
turnover. Transaction volume being processed through this
segment dropped significantly as a result of a decline in offline
consumer consumption of goods and services due to the
effects of the COVID-19 outbreak and epidemic prevention
and control measures. Increase in credit impairment loss was
mainly due to additional impairment loss provision on long
aged loan receivables under the micro-leading business.

Share option expenses were attributable to the extension of
the exercise period of share options granted by a subsidiary of
the Company under the payment processing solution segment
in February 2018. Please refer to the circular of the Company
dated 28 October 2020 and the announcement of the
Company dated 16 October 2020 for further details.

gooooaoas3,2es,200,000000000
oo0ooo4,672,600,0000 000000
oooooooooooooanos,300,000
gooboobooboboooboobo
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524,900, 0000 00000000O0DOO
2590000000000000000A0
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(2) Information security chips and solutions (2 OOO0O0DODOOOODOO
Key performance indicators oooooo
2020 2019 Change
goooad goooad ug
HK$'000 HK$’000 +/(-)
goad ggad
Turnover* goox 298,753 290,010 +3%
EBITDA? EBITDA? 8,695 29,639 -71%
Employees” incentive programme 0000000
of a subsidiary oooooo - 30,303 NAOODO
Operating profit/(loss) ooooooooo 2,074 (3,098) NAOOO
*  Turnover from external customers * 0000000000
# Represents earnings before interest expenses, taxes, depreciation and e 0000D0D000DO0O000O0OO0DOO0O0O00ODO
amortisation, and excludes employees’ incentive programme of a 0oooDo0OoOoOoooDooo
subsidiary
During the year, segmental turnover amounted to HK$298.8 ooooooonoao29s,800,000000000
million as compared to HK$290.0 million in YEAR 2019. 00 000290,000,0000 0000000003
Segmental operating profit amounted to HK$2.1 million, as 2,700,0000 000 0O000O0O00O0OOOO
compared to segmental operating loss HK$3.1 million in YEAR 0o03,1000000 0000000O0O0DOOOO
2019. Increase in segmental operating profit was mainly due to 000000000000 D0ODOO0ODDO
the fact that no share option expense was recognised in YEAR 00000O00oooooDoo

2020 while partially net-off by the increase in staff cost.
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(3) Platform operation solutions 3 DOOODOOOO
Key performance indicators ooooog
2020 2019 Change
goooad goonoa od
HK$'000 HK$'000 +/(-)
gon gono
Turnover* goox 168,635 194,831 -13%
EBITDA? EBITDA? 3,864 (11,672) NAOOO
Fair value gains on ooooooooo
financial assets at fair value oooooooo
through profit or loss oa 245,866 22,215 +1,007%
Operating profit oo 244,711 5,130 +4.670%
*  Turnover from external customers * D0O0OO0OO0OODO0OOO
: Represents earnings before interest expenses, taxes, depreciation and g 0000000oooooooooooDoooooo
amortisation, and excludes fair value gains on financial assets at fair 000D000000D00000DOD00000
value through profit or loss
In YEAR 2020, we continued to provide high-quality and 000000 0OO0OOoOoOoOoOoOoooooo
efficient supporting services, such as product development, OVROOOOOOODODDODOOOODODOO
business operation and system maintenance, to China Mobile 000000000000 00000O0O000
Fintech, the IVR Base of China Mobile and the Animation 00000000 0168,600,0000 00000
Base of China Mobile. During the year, segmental turnover 00000O0194,800,0000 0000000
amounted to HK$168.6 million as compared to HK$194.8 0 0244,700,0000 00000000000
million in YEAR 2019. Segmental operating profit amounted 51000000 00000000000 0ODODO
to HK$244.7 million as compared to HK$5.1 million in YEAR 0000000 Cloopen Group Holding Limited
2019, which is mainly due to a significant increase in fair value 0oCcOO0D0O0OO0DODODOOODOOO
gains on financial assets at fair value through profit or loss for 000000000000 0O0O0bOOoOoO
the Convertible Series C Preference Shares and Convertible ooooo

Series D Preference Shares of Cloopen Group Holding Limited
held by the Group for YEAR 2020.



(4) Financial solutions

(5)

Key performance indicators

Turnover* goox
EBITDA EBITDA
Operating loss oo

* Turnover from external customers

During the year, segmental turnover amounted to HK$271.5
million, as compared to HK$302.2 million in YEAR 2019.
Segmental operating loss totaled HK$38.5 million, as
compared to HK$9.6 million in YEAR 2019. The decrease in
segmental turnover and the increase in segmental operating
loss were mainly due to the effects of the COVID-19 outbreak
as the nationwide interruption of normal business operation
caused by the epidemic prevention and control measures had
hindered the Group's ability to deliver its on-site services to its
customers.

Electronic power meters and solutions
Key performance indicators

goo=x
EBITDA
goooooooo

Turnover*
EBITDA
Operating profit/(loss)

& Turnover from external customers

Segmental turnover amounted to HK$138.3 million, as
compared to HK$116.3 million in YEAR 2019. Segmental
operating profit amounted to HK$2.7 million, as compared to
a segmental operating loss of HK$15.2 million in YEAR 2019,
due to the implementation of various measures to stream line
the cost and improve operating efficiency.
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2020 2019 Change
ooooo goooo RN
HK$'000 HK$’000 +/(-)
ooo goo
271,487 302,223 -10%
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OVERALL FINANCIAL RESULTS AND POSITION

(A)

(B)

(©)

Revenue

The consolidated turnover amounted to HK$4,143.4 million,
representing a decrease of 26% over YEAR 2019. Such
decrease was mainly contributed by a decline in segmental
turnover of our payment processing solutions segment. Please
also refer to Notes (1) to (5) above on segmental performance.

Other income and other gains, net

Increase in other income was due to an increase in interest
income during the year. Increase in other gains, net mainly
resulted from significant increase in fair values gains on
financial assets at fair value through profit or loss for the
Convertible Series C Preference Shares and Convertible Series
D Preference Shares of Cloopen Group Holding Limited
(“Cloopen”) held by the Group for YEAR 2020. Please also refer
to Note (H) for further details.

Cost of sales and operating expenses

Decrease in cost of sales was primarily due to decrease in
commission paid to merchant recruitment agents in relation to
our payment processing solutions segment, which was in line
with the decline in segmental turnover.

Increase in selling expenses was attributable to the fact that
additional selling effort was placed for business recovery,
especially in the second half of YEAR 2020, while the
COVID-19 control measures in Mainland China is successful
to a substantial extent, managing to sufficiently suppress the
spread of the virus in the country.

Decrease in administrative expenses during YEAR 2020 was
mainly due to declines in staff cost and staff related expenses.
Share option expenses of approximately HK$40.2 million in
YEAR 2020 was attributable to the share option expenses under
the payment processing solutions segment given the extension
of the exercise period of share options granted by a subsidiary.

Credit impairment loss was primarily due to provision for
impairment loss on loan receivables of HK$67.0 million under
the micro-lending business of payment processing solutions
segment.
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(D) Share of results of investments accounted for using the

(E)

(F)

(G

~

equity method

Amount mainly represented share of the results of PAX
Global Technology Limited (“PAX Global”), an associated
company of the Company, the shares of which are listed on
the Stock Exchange. PAX Global is principally engaged in
the development and sales of E-payment Terminal products
and provision of maintenance and installation services. As
an ordinary shareholder of Cloopen, an associated company
of the Group, the Group’s share of loss exceeded its interest
in the ordinary shares of Cloopen, and there was no overall
financial impact on the consolidated income statement from
the investment for the year.

Investment properties and property, plant and
equipment

Balance mainly represented fixed assets of payment processing
solutions and electronic power meter and solutions segments.

Right-of-use assets and lease liabilities

Balance represented leases which are recognised as a right-of-
use asset and a corresponding liability at the date at which the
leased asset is available for use by the Group.

Investments accounted for using the equity method
Balance mainly represented the Group’s interests in PAX
Global. As at 31 December 2020, the fair value of the Group's
approximately 33.3% effective interest in PAX Global was
approximately HK$2,467.9 million, representing approximately
25.4% of the total assets of the Company as at 31 December
2020. An impairment test was performed to determine the
recoverable amount of the investment. The recoverable amount,
which was assessed by an independent valuer on a value-in-
use basis using the discounted cash flow model, exceeds the
carrying value as at 31 December 2020.

The Group's effective interest in the ordinary shares of Cloopen,
calculated based on all issued and outstanding ordinary shares
of Cloopen which are held by the Group, was 46.8%. As at
31 December 2020, the Group’s share of loss of Cloopen
exceeded its interest in the ordinary shares of Cloopen, and
there was no overall financial impact on the consolidated
income statement from the investment for the year. As at 31
December 2020, the carrying amount of the Group’s interest
in the ordinary shares of Cloopen was zero and the fair value
of the Group’s interest in the ordinary shares of Cloopen was
approximately HK$1,900.5 million.

The Group is optimistic about the future prospects of these
companies and will continue to demonstrate prudence
and resilience in assessing its investment strategy towards
the enhancement of Shareholders’ value. Details of these
investments are set out in Note 22 to the consolidated financial
information.
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(H) Financial assets at fair value through profit or loss

M

The balance represented (i) the fair value of the Group’s interest
in the Convertible Series C Preferred Shares of Cloopen of
HK$314.7 million; (ii) the fair value of the Group’s interest
in the Convertible Series D Preferred Shares of Cloopen of
HK$103.8 million; (iii) the fair value of trading securities
listed in Hong Kong of HK$1.0 million; and (iv) the fair
value of interest in a venture capital fund of HK$123.5
million. Significant increase in balance was primarily due to
a significant increase in fair value gains on financial assets at
fair value through profit or loss for the Convertible Series C
Preference Shares and Convertible Series D Preference Shares
of Cloopen held by the Group during YEAR 2020.

Inventories

The amount mainly represented inventories of electronic power
meters and solutions segment and information security chips
and solutions segment.
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(J) Trade and bills receivables, other financial assets at
amortised cost and other current assets

oooOooooOooooo

ooooooo
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() ooooooooOooboooooboooo
oooobOooooooDbo

2020 2019
ooooo ogoooo
HK$’000 HK$'000
ogoo oood
Trade receivables (Note (i)(a)) O000uoomado 236,974 210,103
Bills receivables (Note (i)(b)) 0000000mbo 51,291 16,922
Less: provision for impairment of oooooooooo
receivables (14,371) (14,851)
273,894 212,174
Other receivables, prepayments and 000000oooooooo
deposits (Note (ii)) oooanod 183,240 168,715
Total aad 457,134 380,889
Note (i): ooao
(@)  The Group's credit terms to trade debtors normally range from 0 to 180 @ 00000000000O0O0O0O0OO0OOo0018000
days. The ageing analysis of the trade receivables primarily based on 00000000000 00O000O00O0O0O0
the relevant invoice dates is as follows: oa
2020 2019
goooo goooa
HK$’000 HK$'000
ooao ogo
Current to 90 days 0oo9oo 194,298 166,857
91 to 180 days 910 1800 7,955 11,831
181 to 365 days 1810 3650 11,185 4,910
Over 365 days 365000 23,536 26,505
236,974 210,103

Increase in balances aged from current to 90 days was mainly due to
increase in account receivable balances under electronic power meters

o0o0o0o0ooOosooooOoOoOoOobOOoOoOoobDn
g0ooooOo0O0o0OoocoOOoOOoO0oOoooOooOO0OOoO

and solutions segment. oo

(b)  Bills receivables mainly belonged to the information security chips and b 0DODOODDOOOODOODOODOODOODOOD
solutions segment. oo

Note (ii): 0o aig

The increase in balance was mainly due to other receivables for special

dividend receivable from PAX Global.

ooooooo
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(K) Loan receivables (KyY OOODO
Loan receivables are amounts due from customers under the O00o0oo0oO0o0oOo0ooO0ooooooooo
payment processing solutions segment in the ordinary course of ooooooOoooOoOoOoOoooooooan
business, unsecured and primarily denominated in RMB. ooo0oDOoooDOooooo
The ageing analysis of loan receivables based on the payment 000000000000 D0O0O0O000

due date is as follows:

2020 2019
goooo ogoooo
HK$'000 HK$'000
oono oon
Current ao 1,038,283 369,971
1 to 3 months past due ooooooa 10,658 24,659
Over 3 months past due ooooooo 39,078 33,738
Loan receivables, gross oooooao 1,088,019 428,368
Less: provision for impairment of ooooooooooo
loan receivables (44,940) (43,240)
Loan receivables, net oooooo 1,043,079 385,128
Non current ooo 54
Current og 1,043,025 385,128
1,043,079 385,128
(L) Amounts due from/to investments accounted for using () DOooooooooooooOoOooOod
the equity method
The amounts due from/to investments accounted for using the ooO0ooOO0oob0OO0oo0OO0ooOO0OoboOoonoa
equity method mainly represent receivables from/payables ooO0ooOO0ooOO0ooO0ooO0OooOoooa
to PAX Global and Cloopen and its subsidiaries as at 31 OO0OOCloopen0 00 0OOO0ODOOOODOO
December 2020. Amounts due from/to investments accounted uboooooboobooboooono
for using the equity method are unsecured, interest-free and vooooooo

repayable on demand.



(M) Restricted bank balances and cash and cash equivalents
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As at As at
31 December 31 December
2020 2019
ooooao gooooa
ooooooOo ooooooo
HK$’000 HK$'000
ERERE aoono
Non-current assets oooogo
Bank deposits oooo 6,105 -
Current assets gooao
Bank deposits oooo 76 147
Restricted bank balance (Note) ooooooooo 880,552 671,535
Cash and cash equivalents oooooooo 3,747,468 3,712,567
Restricted bank balances and cash and go0oo0ooCcooooo
cash equivalents ooooo 4,628,020 4,384,102

Note:

In accordance with the notice issued by the Payment and Settlement
Department of the People’s Bank of China (the “PBOC”), all customer
reserve accounts held by the third-party payment institutions were to be
cancelled and the customer reserves were to be deposited in a dedicated
deposit account maintained centrally by a designated agency. The customer
reserve account is non-interest bearing and denominated in RMB. Transfers
of funds under this bank account are governed under certain measures
implemented by the PBOC and hence these customer reserves are restricted
in nature.

ooo

o0oo0o0oOoO0O@oO0ooO0ooO0omoooooo
oo0o0ooooOoOoooOoOoooOoOO0OOoOO0OOooOO
oo0oo0ooOoOoooooOoOoooOoOoO0oOooOO0ooOooO
ooooooooooOoooOooOoooOooooo
oooo0ooOoOoooooOO0ooO0O0O0O0O00D00
oo0oooOoOoooO0ooOoOoOoOO0OOoOO0OO0oD0OO
ooooooo

34



HI SUN TECHNOLOGY (CHINA) LIMITED ANNUAL REPORT 2020

Report of the Directors

WS

ooo
(N) Trade and bills payables, payables for payment (NNOOODODDODDOOoOooooooooooao
processing solutions business and other payables and O000ODODOO0O0O0oOoOoooooooo
accruals oo0
2020 2019
goooad gooon
HK$'000 HK$'000
ogo oo
Trade payables (Note (i)(a)) 0000ooomao 512,622 438,993
Bills payables (Note (i)()) Do0o00oooabo 14,182 294
Payables for payment processing o0oo0000oO0ooooooO
solutions business (Note (ii)) Oo0oooooano 828,619 599,389
Other payables and accruals (Note (iii)) Ooooooooooo
oooang 1,013,991 1,029,432
Total oo 2,369,414 2,068,108
Note (i): 0ooaeo
(@) The credit period granted by the suppliers ranges from 0 to 180 days. @ O0O000OOOOOO0ODOoO18000O0OOODOD
The ageing analysis of the trade payables primarily based on invoice 0oooD0oO0oO0O0ooOoO0OoOo
date was as follows:
2020 2019
ooooo ooooao
HK$’000 HK$'000
ooo ooao
Current to 90 days ooooono 462,757 402,025
91 to 180 days 910 1800 30,489 1,859
181 to 365 days 1810 3650 9,898 24,544
Over 365 days 3650 00 9,478 10,565
512,622 438,993
—  Changes in trade payables aged between current to 90 days, 0 D000000D09009101800 018103650
91 to 180 days and 181 to 365 days were mainly due to the 0ooo0oD0O0O00000D0O0000000
outstanding balances under the electronic power meters and 0oooo000000o00o
solutions segment.
(b) Bills payables belonged to the electronic power meters and solutions by OODOOOODODOOOOODODOOOOODO

segment.



Note (ii):

This balance represents payables to merchants for the payment processing
solutions business. The amounts are generally due for settlement with these
customers within 30 days.
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Note (iii): [0 (i
2020 2019
goooo goooo
HK$’000 HK$'000
goo ooo
Accrued staff costs and pension obligations* oooooooooooox 302,642 287,402
Deposits oo 50,373 62,250
Receipt in advance from customers** gooooDoog* 27,932 73,389
Advance from merchant recruitment agents*** DO0O0O0O0DO0O0OoO0o*s 415,261 370,337
Others**** A @]t 217,783 236,054
1,013,991 1,029,432

*  Balance represented accrued staff costs, pension obligations and year-
end bonus.

**  The decline in receipt in advance from customers was primarily
attributable to recognition of revenue from the contract liabilities
during the year.

*#* The increase in advance from merchant recruitment agents was mainly
due to increase in advances and guarantees received from merchant
recruitment agents under the payment processing solutions segment.

**** Balance mainly represented accrued subcontracting costs and other
accrued handling fees payable under the payment processing solution
segment.

* goooOoOoOoOOoOo0ooooOoOooOoOoooooo

* (0O00000OO0OOocO0OO0OOO0OOCOOOO0OOOO0OO0
ooooo

** QQO0OO0OO0O0DOOoOOoOoOocOOOoOoOoOoon
goo0ooooOoOoO0OOoOoOoOOocOoOOOoOooO
goOooooooo

#* 0O000O0O0O0OOCOOOOOCOOOOOOOO
go0ooooooOOooOoooo

(O) Written put option liability o)yoooooooao

Balance represents written put options liabilities on written put
options granted by Vbill Limited (“VBill Cayman”) and Mega
Hunt Microelectronics Limited (“Megahunt HK").

The increase in balance during YEAR 2020 was mainly due to
(i) written put options liabilities of HK$78.8 million recognised
for exit options granted to certain investors in Megahunt
Technologies Inc. (“Megahunt”) in March 2020; and (ii) finance
cost in relation to the put option liabilities amounted to
HK$61.0 million. Further details are set out in Note 33 to the
consolidated financial information.
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KEY INVESTING AND FINANCING ACTIVITIES

(A) Deemed disposal in Megahunt

(B)

Reference is made to the announcements of the Company
dated 4 December 2019 and 30 March 2020 in relation to an
investment agreement (the “Investment Agreement”) entered
into by Megahunt, Megahunt HK, the Company, certain
management team members of the Group and three investors
(the “Investors”), pursuant to which the said Investors agreed
to invest an aggregate amount of RMB80 million in Megahunt
(the “Investment”) for approximately in aggregate 14.55% of
the enlarged registered capital of Megahunt. Pursuant to the
Investment Agreement, each of the said Investors shall have
the right to exercise an exit option to require Megahunt HK to
repurchase shares of Megahunt from the relevant Investor under
certain circumstances. Completion of the Investment took place
on 30 March 2020 and immediately after which Megahunt is
owned as to approximately 65.73% by the Group.

Purchase of E-payment terminal products from Tianyu
Information

In connection with the business of provision of payment
processing solutions, the Group from time-to-time purchases
E-payment Terminal products from Wuhan Tianyu Information
Industry Co., Ltd. (“Tianyu Information”). During the 12-month
period from 1 October 2019 to 30 September 2020 (“Relevant
Period”), the Group purchased from Tianyu Information
E-payment Terminal products in an aggregate amount of
approximately HK$133.5 million (inclusive of tax payable
by the Group). The Group provides the E-payment Terminal
products to its merchant customers and in return, the Group
imposes a fee. The E-payment Terminal products the Group
purchased from Tianyu Information during the Relevant
Period have been recorded as fixed assets while the relevant
depreciation charges have been recorded as cost of sales in
the financial statements of the Group. The prices payable for
the E-payment Terminal products were agreed between the
Group and Tianyu Information by reference to the prevailing
market prices of products with similar specifications at the
relevant time. The Group generally settles the purchase cost
with Tianyu Information within 90 days after receipt of VAT
invoice and confirmation of the same. Reference is made to
the announcements of the Company dated 5 October 2020 in
relation to the purchases.
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(C) Possible investment in Fintech business

Reference is made to the announcements of the Company
dated 9 October 2020 and 7 January 2021. On 9 October
2020, (i) VBill HK Limited (“VBill HK”, an indirect non-wholly
owned subsidiary of the Company), (ii) the target company
which is incorporated in Hong Kong (the “Target Company”),
(iii) all existing shareholders of the Target Company (the
“Existing Shareholders”) and (iv) the beneficial owners of
the Existing Shareholders entered into a memorandum (the
“Memorandum”) in relation to the proposed subscription of
new shares in the Target Company and proposed acquisition
of certain shares of the Target Company held by the Existing
Shareholders by VBill HK (the “Possible Investment”). If
the Possible Investment materializes, VBill HK will hold
approximately 52.4% of the Target Company immediately
upon completion of the Possible Investment and will have
control over the board of directors of the Target Company. The
Target Company and its subsidiaries are principally engaged in
regulated financial technology service business and payment
service business.
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INFORMATION ON THE CONTRACTUAL
ARRANGEMENTS

The Group has been operating certain businesses which adopted
contract based arrangements and/or structures (“Contractual
Arrangements”) for the purpose of enabling the Group, as a foreign
investor, to control and benefit from the PRC operating companies
(“OPCQ”) in the foreign restricted businesses in the PRC.

Set out below are the details of the Contractual Arrangements which
are material to the Group.

1. Contractual Arrangement in respect of Chongqging JIM
and its subsidiary VBill OPCO
1.1 Particulars of OPCO and its registered owners
Chongging JIM is a limited liability company established in
the PRC on 4 June 2002.

From 28 May 2010 to 24 October 2019, contractual
agreements (“Existing JIM Control Documents”) were
entered into between Chongqging JIM, its registered
shareholders, namely Mr. Zhou Jianhong (60%) and Mr. Na
Wei (40%), (“Chongging JIM Shareholders”) and O O O O
0000000000 (“Shanghai JIM”), pursuant to which
Shanghai JIM was allowed to exercise control of and enjoy
economic benefits generated from Chongging JIM.

Shanghai JIM is an indirect wholly-owned subsidiary of the
Company.

On 24 October 2019, (i) Chongging JIM, (ii) Chongging
JIM Shareholders and (iii) New WFOE, a wholly-foreign
owned enterprise incorporated under the laws of the
PRC and an indirect wholly-owned subsidiary of VBill
(Cayman), entered into a new set of contractual agreements
which allows New WFOE to exercise control of and enjoy
economic benefits generated from Chongging JIM (“New
JIM Control Documents (Pre-Swap)”). The Existing JIM
Control Documents were terminated on the same date.
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1.2 Description of OPCO’s business and their significance to

1.3

the Group

Chongqing JIM and its subsidiaries (collectively “JIM
Group”) are principally engaged in the value-added
telecommunication businesd1 0 0 O O O O Owith major
focus on payment related solutions and services, the
provision of payment processing solution in the PRC.
Key financial indicators of the JIM Group are set out in
paragraph 1.4 below.

Summary of the major terms of the underlying contracts of
the Contractual Arrangements

JIM Master Exclusive Service Agreement (Pre-Swap)

New WFOE and Chongging JIM entered into the JIM
Master Exclusive Service Agreement (Pre-Swap), pursuant
to which (i) Chongging JIM has appointed and designated
New WFOE as its exclusive service provider to provide
the technical and business support services and (i) New
WFOE has agreed to provide financial support in the
form of interest-free loan, as permitted by PRC laws, to
Chongging JIM by separate agreements to be executed
and performed by the parties. The service fee payable for
the said services shall be equal to 100% of the audited
consolidated net profits of Chongging JIM; notwithstanding
the foregoing New WFOE may adjust the service fee at its
sole discretion and in accordance with the requirements
of relevant governmental authorities, with reference to the
working capital requirements of Chongging JIM.

JIM Business Cooperation Agreement (Pre-Swap)

New WFOE, Chongging JIM, and the Chongging JIM
Shareholders entered into the JIM Business Cooperation
Agreement (Pre-Swap), pursuant to which each of the
Chongging JIM Shareholders and Chongging JIM have
jointly and severally agreed and covenanted that, without
obtaining New WFOE's prior written consent, neither
Chongging JIM nor the Chongging JIM Shareholders shall
cause Chongging JIM to, engage in any transaction which
may materially affect Chongging JIM’s asset, obligations,
rights or operation.
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JIM Exclusive Option Agreement (Pre-Swap)

New WFOE, Chongging JIM and the Chongging JIM
Shareholders entered into the JIM Exclusive Option
Agreement (Pre-Swap), pursuant to which (i) New WFOE
shall have the exclusive right to require Chongging
JIM Shareholders to transfer any and all of their equity
interests of Chongging JIM (the “JIM Equity Interests”) to
New WFOE and/or its designated third party, subject to
New WFOE's specific requirements; and (i) New WFOE
shall have the exclusive right to require Chongging JIM
to transfer any and all of the assets owned by Chongqing
JIM (the “JIM Assets”) to New WFOE and/or its designee,
subject to New WFOFE's specific requirements. The total
transfer price for the JIM Equity Interests and/or the
JIM Assets shall be the lowest price allowed under the
applicable PRC laws and administrative regulations at the
time of transfer. Where there is no lowest price prescribed
under the applicable PRC laws and administrative
regulations, the transfer price shall be determined by New
WFOE.

JIM Proxy Agreement and Power of Attorney (Pre-Swap)
New WFOE, Chongqging JIM, and the Chongqing JIM
Shareholders entered into the JIM Proxy Agreement and
Power of Attorney (Pre-Swap), pursuant to which (i)
each of the Chongging JIM Shareholders has nominated
and appointed New WFOE (as well as its successors,
including a liquidator, if any) as his attorney-in-fact to
exercise such rights as a shareholder of Chongging JIM on
his behalf, and any right conferred by relevant laws and
regulations and the articles of association of Chongging
JIM; and (ii) each of the Chongging JIM Shareholders has
covenanted with and undertaken to New WFOE that, if he
receives any dividends, interest, any other forms of capital
distributions, residual assets upon liquidation, or proceeds
or consideration from the transfer as a result of, or in
connection with, his JIM Equity Interests, he shall, to the
extent permitted by applicable laws, remit all such monies
or assets to New WFOE or its designated entity without
any compensation, and shall bear all taxes and fees with
respect thereto.
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JIM Equity Interest Pledge Agreement (Pre-Swap)

New WFOE, Chongqing JIM and the Chongqing
JIM Shareholders entered into the JIM Equity Interest
Pledge Agreement (Pre-Swap), pursuant to which each
of the Chongging JIM Shareholders has agreed to,
unconditionally and irrevocably, pledge all of their JIM
Equity Interests, including any interest or dividend paid for
such equity interests, to New WFOE as a security for the
performance of any and all obligations of Chongging JIM
Shareholders and Chongging JIM under the contractual
documents (other than JIM Equity Interest Pledge
Agreement (Pre-Swap)) at the amount of RMB50,000,000
which is estimated value of the obligations of Chongging
JIM Shareholders and Chongging JIM under the contractual
documents for initial registration purpose.

JIM Confirmation and Guarantee Letter (Pre-Swap)

Each of Chongging JIM Shareholders has signed the JIM
Confirmation and Guarantee Letter (Pre-Swap), pursuant
to which each of the Chongging JIM Shareholders has
confirmed and guaranteed that, among other things:

1. his successor, guardian, creditor, spouse or any other
person that may be entitled to assume rights and
interests in the equity interests of Chongging JIM held
by him upon his death, incapacity, bankruptcy, divorce
or any circumstances that may affect his ability to
exercise his shareholder’s rights in Chongging JIM,
will not carry out any act that may affect or hinder
the fulfillment of his obligations under each of the
contractual documents;

2. he will unwind the contractual documents and transfer
all of the equity interests of Chongging JIM held by
him to New WFOE or any party designated by New
WEFOE as soon as the applicable PRC laws allow New
WEFOE to operate the business operated by Chongging
JIM by way of directly holding equity interests, and
that subject to applicable PRC laws, he must donate
immediately without compensation to New WFOE or
its designated entity any consideration he has received
from New WFOE during its acquisition of JIM Equity
Interests; and
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3. he will not directly or indirectly engage in, own or
acquire any business that competes or might compete
with the business of Chongging JIM or its affiliated
companies or to have any interest in such business;
and none of his actions or omissions will give rise to
conflict of interest between himself and New WFOE
(including but not limited to the shareholders of New
WFOE); in the event of any such conflict, he will take
any action as instructed by New WFOE to eliminate
such conflict provided such action is compliant with
PRC laws.

JIM Spousal Consent (Pre-Swap)

Ms. Liu Dan (“Ms. Liu”), the spouse of Mr. Na Wei has
covenanted, among other things, not to take any action
with the intent to interfere with the arrangements under
and performance of the contractual documents, including
making any claim that such equity interests in Chongging
JIM constitute property or community property between
herself and Mr. Na Wei and waives all her rights or
entitlements to such equity interests that may be granted to
her according to any applicable laws.

Disputes resolutions

The contractual documents all contain a disputes
resolution clause which stipulates that any dispute or
claim shall be resolved by the parties in good faith through
negotiations. If no resolution can be reached, the dispute
shall be submitted to the Beijing Arbitration Commission
for arbitration in Beijing in accordance with its rules of
arbitration in effect at the time of application. The arbitral
tribunal or the arbitrators shall have the authority to
award any remedy or relief in accordance with the terms
of the contractual documents and applicable PRC laws,
including provisional and permanent injunctive relief (such
as injunctive relief with respect to the conduct of business
or to compel the transfer of assets), specific performance
of any obligation created thereunder, remedies over the
equity interests or land assets of Chongging JIM and
winding up orders against Chonggqing JIM. The arbitral
award shall be final and binding upon all parties. In
addition, to the extent permitted under applicable PRC
laws, each party shall have the right to seek interim
injunctive relief or other interim relief from a court of
competent jurisdiction in support of the arbitration when
formation of the arbitral tribunal is pending or under
appropriate circumstances. The parties agreed that, subject
to applicable laws, the courts of Hong Kong, the Cayman
Islands, Bermuda, PRC and the places where the principal
assets of Chongging JIM are located, shall all be deemed to
have jurisdiction.
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2.

1.4

Revenue and assets subject to the Contractual
Arrangements

The consolidated total revenue of the JIM Group for the
year ended 31 December 2020 was HK$3,279.2 million.
The consolidated total assets and net assets of the JIM
Group as at 31 December 2020 amounted to HK$4,411.5
million and HK$2,224,6 million respectively.

Contractual Arrangements in respect of 0 0 O O
00O0O0000d (“Hunan Yunrong”, unofficial
English translation being Hunan Yunrong Information
Technology Co., Ltd.)

2.1

2.2

Particulars of Hunan Yunrong and its registered owners
Hunan Yunrong is a limited liability company established
in the PRC on 15 August 2014. Hunan Yunrong was
wholly-owned by Chongging JIM before 21 May 2019.
Hunan Yunrong and Chongging JIM were accounted for as
wholly-owned subsidiaries of the Company contractually
controlled by the Group through the Existing JIM Control
Documents.

On 21 May 2019, the Group implemented a restructuring
involving the Hunan Yunrong and its subsidiaries (“Yurong
Group”) as detailed in the announcement of the Company
dated 21 May 2019. Upon completion of the restructuring,
Mr. Zhang Yonggang (“Mr. Zhang”) and Mr. Wei Mingliang
(“Mr. Wei”) became the registered shareholders of Hunan
Yunrong (“Hunan Yunrong Shareholders”), holding 70%
and 30% equity interests of Hunan Yunrong (“Yunrong
Equity Interests”), respectively. Control documents
(“Yunrong Control Documents”) were entered into between
Hunan Yunrong, Mr. Zhang, Mr. Wei and O 0000 O
000000000 (“Beijing Hi Sunsray”, unofficial
English translation being Beijing Hi Sunsray Information
Technology Limited) to allow Beijing Hi Sunsray to
contractually control 100% equity interests and the
management of Hunan Yunrong.

Description of OPCO'’s business and their significance to
the Group

Yunrong Group is principally engaged in platform
operation solutions business in the PRC. Key financial
indicators of the Yunrong Group are set out in paragraph
2.4 below.
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2.3 Summary of the major terms of the underlying contracts of

the Contractual Arrangements

Yunrong Master Exclusive Service Agreement

Beijing Hi Sunsray and Hunan Yunrong entered into the
Yunrong Master Exclusive Service Agreement, pursuant to
which (i) Hunan Yunrong has appointed and designated
the Beijing Hi Sunsray as its exclusive service provider
to provide the technical and business support services
and (ii) Beijing Hi Sunsray has agreed to (to the extent
permissible under PRC law) provide financial support
in the form of interest-free loan, as permitted by PRC
laws, to Hunan Yunrong by separate agreements to be
executed and performed by the parties. The service
fee payable for the said services shall be equal to
100% of the audited consolidated net profits of Hunan
Yunrong; notwithstanding the foregoing the Beijing Hi
Sunsray may adjust the service fee at its sole discretion
and in accordance with the requirements of relevant
governmental authorities, with reference to the working
capital requirements of Hunan Yunrong.

Yunrong Business Cooperation Agreement

Beijing Hi Sunsray, Hunan Yunrong and the Hunan
Yunrong Shareholders entered into the Yunrong Business
Cooperation Agreement, pursuant to which each of
the Hunan Yunrong Shareholders and Hunan Yunrong
have jointly and severally agreed and covenanted that,
without obtaining the Beijing Hi Sunsray’s prior written
consent, neither Hunan Yunrong nor the Hunan Yunrong
Shareholders shall cause Hunan Yunrong to, engage in any
transaction which may materially affect Hunan Yunrong's
asset, obligations, rights or operation.

23 0000000o0o0ooooon

gooooooboo
opooO0ooO0ooO0oo0oocOoooooo
ooooooooomooooooooa
obooooooooocOoocOoooooa
ooooocooooobomuoooooo
obobobDobOooooooooooa
obooOOooOoo0oobooooOoooooo
opooO0ooO0ooO0oo0oocOoooooo
oooOoooooO0oooooooooao
oboo0oooocOoocoocootoeyaanoa
ooo00oooooOooooboOoooooao
obooooooooocoocoooooa
ooooooooooooo

gooooooo
ooo0ooooO0oooooooooooa
ooooO0ooooooOoobooooooa
oooooooooocoocOoooooa
oooooooooooobooooooo
ooooooooOoooDbDOoooODOoo
oo0o0o0o0OCocO00oO0o0ooOOoOoboooDo
ooooocoooooo



Yunrong Exclusive Option Agreement

Beijing Hi Sunsray, Hunan Yunrong and the Hunan
Yunrong Shareholders entered into the Yunrong Exclusive
Option Agreement, pursuant to which (i) Beijing Hi
Sunsray shall have the exclusive right to require Hunan
Yunrong Shareholders to transfer any and all of their
Yunrong Equity Interests to Beijing Hi Sunsray and/or its
designated third party designated, subject to Beijing Hi
Sunsray’s specific requirements; and (ii) Beijing Hi Sunsray
shall have the exclusive right to require Hunan Yunrong
to transfer any and all of the assets owned by Hunan
Yunrong (the “Yunrong Assets”) to the Beijing Hi Sunsray
and/or its designee, subject to Beijing Hi Sunsray’s specific
requirements. The total transfer price for the Yunrong Equity
Interests and/or the Yunrong Assets shall be the lowest price
allowed under the applicable PRC laws and administrative
regulations at the time of transfer. Where there is no
lowest price prescribed under the applicable PRC laws
and administrative regulations, the transfer price shall be
determined by the Beijing Hi Sunsray.

Yunrong Proxy Agreement and Power of Attorney

Beijing Hi Sunsray, Hunan Yunrong and the Hunan Yunrong
Shareholders entered into the Yunrong Proxy Agreement
and Power of Attorney, pursuant to which (i) each of
the Hunan Yunrong Shareholders has nominated and
appointed Beijing Hi Sunsray (as well as its successors,
including a liquidator, if any) as his attorney-in-fact to
exercise such rights as a shareholder of Hunan Yunrong
on his behalf, and any right conferred by relevant laws
and regulations and the articles of association of Hunan
Yunrong; and (ii) each of the Hunan Yunrong Shareholders
has covenanted with and undertaken to Beijing Hi
Sunsray that, if he receives any dividends, interest, any
other forms of capital distributions, residual assets upon
liquidation, or proceeds or consideration from the transfer
of equity interests as a result of, or in connection with, his
Yunrong Equity Interests, he shall, to the extent permitted
by applicable laws, remit all such monies or assets to
Beijing Hi Sunsray or its designated entity without any
compensation, and shall bear all taxes and fees with
respect thereto.
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Yunrong Equity Interest Pledge Agreement

Beijing Hi Sunsray, Hunan Yunrong and the Hunan Yunrong
Shareholders entered into the Yunrong Equity Interest
Pledge Agreement, pursuant to which each of the Hunan
Yunrong Shareholders has agreed to, unconditionally
and irrevocably, pledge all of their Yunrong Equity
Interests, including any interest or dividend paid for such
equity interests, to Beijing Hi Sunsray as a security for
the performance of any and all obligations of Hunan
Yunrong Shareholders and Hunan Yunrong under the
contractual documents (other than Yunrong Equity Interest
Pledge Agreement) at the amount of RMB10,000,000,
the estimated value of the obligations of Hunan Yunrong
Shareholders and Hunan Yunrong under the contractual
documents for initial registration purpose.

Yunrong Confirmation and Guarantee Letter

Each of Hunan Yunrong Shareholders signed the Yunrong
Confirmation and Guarantee Letter, pursuant to which each
of the Hunan Yunrong Shareholders has confirmed and
guaranteed that, among other things:

1. his successor, guardian, creditor, spouse or any other
person that may be entitled to assume rights and
interests in the equity interests of Hunan Yunrong held
by him upon his death, incapacity, bankruptcy, divorce
or any circumstances that may affect his ability to
exercise his shareholder’s rights in Hunan Yunrong,
will not carry out any act that may affect or hinder
the fulfillment of his obligations under each of the
contractual documents;
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2. he will unwind the contractual documents and
transfer his entire Yunrong Equity Interests to Beijing
Hi Sunsray or its designated party as soon as the
applicable PRC laws allow Beijing Hi Sunsray to
operate the business operated by Hunan Yunrong
by way of directly holding equity interests, and that
subject to applicable PRC laws, he must donate
immediately without compensation to Beijing Hi
Sunsray or its designated party any consideration
he has received from Beijing Hi Sunsray during its
acquisition of the Yunrong Equity Interests; and

3. he will not directly or indirectly engage in, own or
acquire any business that competes or might compete
with the business of Hunan Yunrong or its affiliated
companies or to have any interest in such business;
and none of his actions or omissions will give rise to
conflict of interest between himself and Beijing Hi
Sunsray (including but not limited to the shareholders
of Beijing Hi Sunsray); in the event of any such
conflict, he will take any action as instructed by
Beijing Hi Sunsray to eliminate such conflict provided
such action is compliant with PRC laws.

Yunrong Spousal Consent

Ms. Li Qi (“Ms. Li"), the spouse of Mr. Zhang, has
covenanted, among other things, not to take any action
with the intent to interfere with the arrangements under
and performance of the contractual documents, including
making any claim that such Yunrong Equity Interests
constitute property or community property between herself
and Mr. Zhang and waives all their rights or entitlements to
such equity interests that may be granted to her according
to any applicable laws.
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2.4

Disputes resolutions

The contractual documents all contain disputes resolution
clause which stipulates that any dispute or claim shall be
resolved by the parties in good faith through negotiations.
If no resolution can be reached, the dispute shall be
submitted to the Beijing Arbitration Commission for
arbitration in Beijing in accordance with its rules of
arbitration in effect at the time of application. The arbitral
tribunal or the arbitrators shall have the authority to
award any remedy or relief in accordance with the terms
of the contractual documents and applicable PRC laws,
including provisional and permanent injunctive relief (such
as injunctive relief with respect to the conduct of business
or to compel the transfer of assets), specific performance
of any obligation created thereunder, remedies over the
equity interests or land assets of Hunan Yunrong and
winding up orders against Hunan Yunrong. The arbitral
award shall be final and binding upon all parties. In
addition, to the extent permitted under applicable PRC
laws, each party shall have the right to seek interim
injunctive relief or other interim relief from a court of
competent jurisdiction in support of the arbitration when
formation of the arbitral tribunal is pending or under
appropriate circumstances. The parties agreed that, subject
to applicable laws, the courts of Hong Kong, the Cayman
Islands, Bermuda, PRC and the places where the principal
assets of Hunan Yunrong are located, shall all be deemed
to have jurisdiction.

Revenue and assets subject to the Contractual
Arrangements

The consolidated total revenue of the Yunrong Group for
the year ended 31 December 2020 was HK$164.3 million.
The consolidated total assets and net assets of the Yunrong
Group as at 31 December 2020 amounted to HK$197.4
million and HK$12.7 million respectively.
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Laws and regulations relating to the provision of value-
added telecommunications services in the PRC and
reasons for adopting the Contractual Arrangements
Under the Telecommunications Regulations of the
People’s Republic of Chind O ODOODOOOO0DOODOO
telecommunications service providers are required to obtain
operating licenses prior to their commencement of operations.

Under the Administrative Measures on Internet Information
Service] 0 00000 OO0O O OO Measures”), profitable
internet information service providers must obtain the ICP
License from the relevant authorities before engaging in the
profitable internet information service business in the PRC.

According to the Regulations on the Administration of Foreign-
invested Telecommunication Enterprises (2016 Amendedl] O
00000000000 20160 OO OI“FITE Regulations”),
(i) the ratio of investment by a foreign investor in a company
providing value-added telecommunications services shall not
exceed 50%, and (ii) a foreign investor who invests in a value-
added telecommunications services company shall have a
good track record and operational experience in providing
value-added telecommunications business (the “Qualification
Requirement”) in the PRC.

The purpose for the Group to adopt the contractual
arrangements is to enable the Group to engage in the value-
added telecommunications business indirectly through
Chongging JIM and Hunan Yunrong which hold the ICP
License. Each of Chongging JIM and Hunan Yunrong is engaged
in value-added telecommunications business and holds the
ICP License. Due to the foreign ownership restrictions under
the PRC laws as outlined above and based on the consultation
with the officer of the relevant governmental authority, since
the Group has not previously engaged in telecommunications
business outside the PRC nor has it previously acquired
any equity interest in a PRC enterprise engaged in
telecommunications business, the Group would not be
considered to satisfy the Qualification Requirement. As such,
the Group would not be able to engage in the value-added
telecommunications business in the PRC directly, regardless of
the percentage shareholding interest (being less than 50% or
otherwise) it holds in the operating entity, without first adopting
a VIE structure.

3.
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4. Risks relating to the Contractual Arrangements

The Group is exposed to certain risks under the Contractual
Arrangements, which are summarised below.

e There is no assurance that the New JIM Control Documents
(Pre-Swap) or the Yunrong Control Documents could
comply with future changes in the regulatory requirements
in the PRC and the PRC government may determine that
the New JIM Control Documents (Pre-Swap) or the Yunrong
Control Documents do not comply with applicable
regulations.

e Substantial uncertainties exist with respect to the
enactment timetable, interpretation and implementation of
the Draft Foreign Investment Law ] O 0 0 0 0O O O (Thnd
how it may impact the viability of the current corporate
structure, corporate governance and business operations
under the Contractual Arrangements.

e Uncertainties exist with the future laws, administrative
regulations or provision prescribed by the State Council
especially relating to the Foreign Business Investment Law
00000 0O may regard the Contractual Arrangements
as a form of foreign investment and how the Contractual
Arrangements will be handled.

e the New JIM Control Documents (Pre-Swap) or the Yunrong
Control Documents may not be as effective as direct
ownership in providing control over Hunan Yunrong or
Chongging JIM.

e The registered shareholders of Chongging JIM or Hunan
Yunrong may potentially have a conflict of interests with
the Group.

e The Contractual Arrangements may be subject to scrutiny
by the PRC tax authorities and transfer pricing adjustments
and additional tax may be imposed.

e Certain terms of the New JIM Control Documents (Pre-
Swap) or the Yunrong Control Documents may not
be enforceable under PRC laws, such as the disputes
resolution clauses stipulated above.

e A substantial amount of costs and time may be involved in
transferring the ownership of OPCOs to the Group under
the JIM Exclusive Option Agreement (Pre-Swap) or the
Yunrong Exclusive Option Agreement.
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e The Group may bear economic risk which may arise from
difficulties in the operation of OPCOs.

e The Company does not have any insurance which covers
the risks relating to the New JIM Control Documents
(Pre-Swap) or the Yunrong Control Documents and the
transactions contemplated thereunder.

e There is a lack of clear guidance or interpretation on
the qualification requirement under the Internet Content
Provider License, which may cast uncertainty to the Group
when the foreign ownership restriction in value-added
telecommunications is relaxed.

Internal control measures implemented by the Group to
mitigate the risks

The New JIM Control Documents (Pre-Swap) or the Yunrong
Control Documents contain certain provisions to exercise
effective control over and to safeguard the assets of OPCOs. In
addition to such provisions, the Company has adopted certain
measures which may include but not limited to management
control, financial control and legal review as follows:

e the Group has delegated representatives (“Representatives”)
to OPCOs, mainly responsible for exercising management
control of OPCOs; the Representatives will conduct
reviews on the operations of OPCOs;

e the Board and the Representatives shall identify major
issues arising from the implementation of and compliance
with the New JIM Control Documents (Pre-Swap) or the
Yunrong Control Documents;

e any regulatory enquiries from government authorities will
be submitted to the Board, if necessary, for review and
discussion on an occurrence basis;

e the Representatives or other delegates of the Board shall
meet with the registered shareholders or directors of the
OPCOs to investigate and report any suspicious matters to
the Board;

e the Board shall collect the management accounts and
major operational data of OPCOs regularly for review
which will be no less frequent than on a quarterly basis;
the financial team of the Company will seek explanations
from the senior management of the OPCOs on any
material fluctuations;
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e the Board will consult the Company’s PRC legal
advisers from time to time to check if there are any legal
developments in the PRC affecting the arrangement
contemplated under the New JIM Control Documents
(Pre-Swap) or the Yunrong Control Documents (such as
the development of the draft Foreign Investment Lawd] [J
0000000, and the Board will determine if any
modification or amendment are required to be made;

® major issues arising from implementation and performance
of the New JIM Control Documents (Pre-Swap) or the
Yunrong Control Documents, if any, will be reviewed by
the Board on a regular basis; the Board will determine, as
part of its periodic review process, whether legal advisers
and/or other professionals will need to be retained to assist
the Group to deal with specific issues arising from the New
JIM Control Documents (Pre-Swap) or the Yunrong Control
Documents;

e the Board will disclose the overall performance and
compliance with the New JIM Control Documents (Pre-
Swap) or the Yunrong Control Documents in its annual
report to update the Shareholders and potential investors;
and

e the Company shall comply with the conditions prescribed
under the waiver granted by the Stock Exchange in
connection with the continuing connected transactions
contemplated under the Yunrong Control Documents and
the New JIM Control Documents.

6. Material change
There was no material change of the Contractual Arrangements
during the year ended 31 December 2020.

7. Unwinding of Contractual Arrangements
As at the date of this annual report, there is no unwinding
of any of the Contractual Arrangements or failure to unwind
when the restrictions that led to the adoption of the Contractual
Arrangements are removed.
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BUSINESS OUTLOOK

The economic outlook and operating environment are anticipated
to remain challenging in year 2021. In view of the outbreak of
the novel coronavirus disease 2019 (COVID-19) (the “epidemic”)
in China since January 2020, the Group has adopted various
prevention and control measures in accordance with the relevant
national and local regulations on epidemic prevention and control
in compliance with the national epidemic prevention policies. At
present, the COVID-19 control measures in China are successful
to a substantial extent, managing to sufficiently quell the spread of
the virus within the nation. Nonetheless, given the uncertainties
as to the development of the COVID-19 outbreak, it is difficult to
predict how long these conditions will last and the extent to which
the business of the Group may be affected for the Year 2021. The
Group will pay close attention to the development of the COVID-19
outbreak and evaluate its impact on the operation and financial
position and results of the Group.

Payment processing solutions

In 2020, due to impact of the global epidemic, the transaction
volume of payment business fell by 17% to approximately
RMBT1,460 billion. During the epidemic, we strengthened our efforts
in supporting small and micro merchants, launched various Saa$S
products, and introduced more than 1,000 Saa$ service providers
to help small and micro merchants increase transaction volume
and improve operating efficiency. Therefore, while the transaction
volume declined, the number of transactions increased. The
cumulative number of transactions processed in 2020 increased by
42% as compared to the year before. In 2021, we will continue to
focus on small and micro merchants, and work with Saa$S service
providers to provide a full range of digital business services for small
and micro merchants. We will start from payment and build into a
first-class digital economic infrastructure service provider.

In addition, our supply chain financial technology sector has made
great progress in 2020. We introduced several core enterprises
and banks, provided supply chain financial services to more than
1,000 small and medium-sized enterprises, and accumulatively
addressed financing needs exceeding RMB5 billion. Our supply
chain financial technology sector will be committed to solving the
financing problems of small and medium-sized enterprises by using
blockchain technology to realize the split and transfer of credit and
empower the credit of core enterprises to many small and medium-
sized enterprises along the supply chain.
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Information security chips and solutions

Due to the impact of the epidemic in 2020, the growth of
information security chip business tended to be slow and
competition became more intense. However, through our concerted
efforts from top to bottom to adjust strategies in response to the
market, sales for the whole year of 2020 increased slightly as
compared to the year before. The market is expected to develop
steadily in 2021, nonetheless it is subject to change due to the
impact of the central bank’s policies targeting the payment market.
Other research and development projects are progressing smoothly
and cost reduction initiatives of various products are also rolling out
in an orderly manner.

Platform operation solutions

In 2020, due to the impact of the COVID-19, revenue from platform
operation solutions declined slightly year-on-year. We continued
to provide stable technical services and support for our major
customer — China Mobile. We have successfully completed the
relevant support work for various technical operation cooperation
contracts for China Mobile Financial Technology Co., Ltd., the IVR
Base and Animation Base of China Mobile, which was recognized
by customers. In addition, we also worked hard to expand technical
service opportunities outside the operator system. Looking to the
future, we will continue to firmly support and cooperate with China
Mobile’s various businesses, and will also expand our markets
outside of mobile operators. Moreover, we will continue to expand
and innovate at the business level, focus on the short video field,
and develop our own mobile e-commerce business.

Financial solutions

In mainland China, the processes in respect of the downshift of
business systems are becoming more mature, including code
conversion, demand tracking, comparative testing, microservice
splitting, and governance. In line with the requirements of
information technology application innovation and the general
trend of software localization, we will continue to deepen the
core system downshift and core system cloud business in 2021
to help customers maximise the preservation of application asset
and reduce the risk relating to the upgrade of core business system
technology. In Hong Kong and Macau, we combined virtual
bank licensing, integration of faster payment system (FPS), open
bank (Open Bank) and other businesses, continued to commit to
Internet financial innovation, and rapidly developed new products
such as core business system, payment system, open application
programming interface (Open API) management platform, anti-
money laundering system, and cross-border financial management
based on a distributed architecture, to help customers accelerate the
pace of Internet financial innovation.
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In response to overseas financial IT service opportunities, in
March 2020, the Group specifically established Shenzhen
Hi Sun FinTech Global Limited to focus on overseas business
opportunities and conduct product research and development
based on the characteristics of overseas markets. We researched
and developed related product solutions based on the needs and
business characteristics of overseas markets, including the research
and development of overseas mobile banking, overseas online
banking and other systems. At present, it has signed cooperation
agreements with a number of cooperation channels for overseas
market expansion; and in 2020, it signed a banking business system
construction contract with a Cambodian bank.

Electronic power meters and solutions

In 2021, the total tender volume of electronic power meters
and data collection devices of the State Grid are expected to
approximate to that of 2020. We managed to win the bid in the
State Grid's two unified tenders last year. We are confident that we
will continue to win further bids in 2021. On technical aspects,
the State Grid Power Research Institute is actively advancing the
research and construction of GB standards for IR46 electronic
power meter. We are also actively following up the relevant works.
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PRINCIPAL RISKS AND UNCERTAINTIES

In view of the outbreak of the novel coronavirus disease 2019
(COVID-19) in Mainland China since January 2020, the Group has
adopted various prevention and control measures in accordance
with the relevant national and local regulations on epidemic
prevention and control to comply with the national epidemic
prevention policies. As local consumption market and hence the
payment processing industry, as well as the Group’s financial
performance may be materially and adversely affected by the
epidemic, the Group is closely monitoring the market situation and
continuously evaluating the impact of the epidemic on the Group’s
operation and financial performance.

A considerable portion of the Group’s revenue is derived from
a small number of customers in China. Failure to maintain good
relationships with these customers could materially and adversely
affect our financial results.

Our business operates in an industry that is subject to changes
in market conditions, technological advancements, developing
industry standards and changing customers’ needs and preferences
for our new products and/or services. Failure to promptly respond
to changes, continually enhance existing products and launch new
products to the market in a timely manner may adversely affect our
business performance. Also, any unauthorised use of our intellectual
property by third parties could harm our business and competitive
position.

The industries in which we operate in the PRC are subject to
extensive industry standards and government regulations, failing
compliance of which may adversely affect our operation and sales.
Regarding our payment processing solutions business in the PRC,
we are currently operating under three main payment licenses,
namely national bank card acceptance, online payment and mobile
payment licenses, which will expire in June 2022. Failure to renew
these licenses could disrupt our business operations and our sales
may be materially and adversely affected.
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The Group has been operating certain lines of business which adopt
contract-based arrangements and/or structures for the purpose of
enabling the Group, as foreign investor, to control and benefit from
the PRC operating companies in the foreign restricted businesses
in the PRC. However, such arrangements may not be as effective
in providing operational control as direct ownership. In addition,
there can be no assurance that the PRC government authority would
continue to regard these Contractual Arrangements as being in
compliance with the applicable PRC laws and regulations, or that
the legal requirements or policies that may be adopted in the future
would not affect the Contractual Arrangements and the relevant
business operations. Details of the Contractual Arrangements
are set out in section headed “Information on the Contractual
Arrangements” in the Report of the Directors on page 42.

Also, volatility in the securities market may affect the Company’s
shares investments. The Company is also subject to market risks,
such as currency fluctuations, volatility of interest rates, credit risks,
and liquidity risks in the normal course of the Group’s business.
Particulars of financial risk management of the Company are set out
in note 3 to the consolidated financial statements.

SOCIAL RESPONSIBILITIES AND SERVICES AND
ENVIRONMENTAL POLICY

The Group is committed to the long-term sustainability of its
businesses and the communities with which it engages. We uphold
this business approach by managing our business prudently and
executing management decisions with due care and attention.

COMPLIANCE WITH LAWS AND REGULATIONS

The followings outline the relevant laws and regulations which had
a significant impact on the Group’s business during the year.

Payment business license

Non-financial institutions acting as intermediaries between payees
and payers to provide online payment, issuance and acceptance
of prepaid cards, bankcard acquiring, and other payment services
determined by the PBOC shall obtain a “payment business license”.

Compliance Measures

Regulatory Relations Department and Compliance Department
of the Group directly communicate with relevant government
departments and review policy changes, and adopt measures to
regularly review and ensure that relevant business licenses are
validly maintained.
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Regulations on online payment and bankcard acquiring
business

Payment institutions, when providing online payment services, shall
apply a real-name management system to register and take effective
measures to verify the real identity information of account holders,
and bankcard acquirers shall implement real-name management of
merchants and follow the “KYC” principle.

Compliance Measures

The Group adopts relevant internal control rules and systems
to record customer information and keep transaction records.
In addition, the Group implements the regulations of the PBOC
regarding customer information protection (see “Regulations on the
Protection of Personal Information and Privacy” below for details).

Regulations on the management of customer reserves
Non-bank payment institutions shall (1) deposit the customer
reserves received directly in full with the PBOC or qualified
commercial banks; and (2) pay industry protection funds to make
up for specific losses of customer reserves or for other purposes
specified by the PBOC.

Compliance Measures
The Group has formulated supervision and review measures to
ensure compliance with the corresponding requirements.

Regulations on the administration of testing and
certification of the payment business system

Relevant laws and regulations set out the requirements for the
security management of payment business of third-party payment
institutions in respect of the business system and communication
system.

Compliance Measures

The Group adopts relevant internal control systems to ensure
compliance with the relevant management requirements and
regulations of the risk management department.
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Regulations on the standards for the barcode payment
business

Relevant laws and regulations govern the application of barcode
technology by banking financial institutions or non-bank payment
institutions to engage in the monetary capital transfer business.

Compliance Measures

The Group adopts relevant internal control systems and regular
review measures to ensure compliance and that relevant business
licenses are maintained.

Regulations on the protection of financial consumers
Non-bank payment institutions shall establish protocols for the
protection of the rights and interests of financial consumers.

Compliance Measures

The Group formulates and improves internal protocols and
measures to disclose information to consumers, and perform fair
customer treatment responsibilities.

Regulations on the micro-lending business
The establishment of a micro-lending company shall be approved
by the competent department of the provincial government.

Neither micro-lending companies established within the
administrative region of Jiangxi Province as a new type of
financial organization that provides micro-lending services for the
development of agriculture, rural areas, farmers, nor online micro-
lending companies that complete the entire business process from
risk review, loan application approval, lending to recovery through
online platform shall accept public deposits.

Compliance Measures

The Group holds an online micro-lending business license, and
has formulated guidelines, approvals and notifications measures to
strengthen supervision and management to ensure strict compliance
with operating conditions.
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Regulations on the factoring business

Such regulations regulate commercial factoring companies’
provision of the businesses such as factoring financing, sales ledger
management, collection of accounts receivable, non-commercial
guarantee against bad debts, investigation and evaluation of
customers’ credits, and other relevant consulting services.

Compliance Measures

The Group has formulated internal monitoring and control
measures, and strictly abides by the relevant regulations, including
keeping customer identity information and transaction records.

Regulations on the restriction of foreign investment
Foreign-invested value-added telecommunication enterprises in the
PRC shall be established as sino-foreign equity joint ventures, and
foreign investors’ ultimate investment in the enterprise shall not
exceed 50%. Foreign investors shall also have good performance
and operational experience in relevant business.

Compliance Measures

The Group has formulated internal control measures, sought legal
opinions, and paid attention to changes in regulations to ensure
that the contractual arrangements and/or structure adopted to
operate business comply with laws and meet relevant operational
requirements.

Regulations on anti-money laundering and anti-terrorist
financing

Non-financial institutions shall fulfill their anti-money laundering
obligations, including the verification of customer identification,
reporting suspicious large-value transactions and keeping customer
information and transaction records.

Compliance Measures

Our “anti-money laundering department” and “anti-money
laundering system” screen suspicious transactions and enhance the
Group’s capability to identify suspicious transactions. Our large-
value and suspicious transaction monitoring system investigates
large-value suspicious transactions, so as to safeguard legitimate
rights and interests, and ensure information and transaction security.
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Regulations on the protection of personal information and
privacy

Such regulations regulate the collection and use of personal
information in the provision of telecommunications services and
Internet information services in the PRC.

Compliance Measures

The Group has established a comprehensive mechanism of network
operation security and information security protection to maintain
operation and information security and confidentiality, and regularly
conduct data backups to ensure the integrity of information and
transaction security, and use personal information as required.

Value-added telecommunications business license
All telecommunications service providers shall obtain operating
licenses before the commencement of operation in the PRC.

Compliance Measures

The Group holds the relevant business licenses. It also conducts
annual inspections and self-checks, and adopts regular review
measures to ensure the vaild existence of the relevant business
licenses.

During the year, there was no violation or breach of relevant laws
and regulations that had a significant impact on the Group.
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RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS
AND SUPPLIERS

Remuneration packages are generally structured with reference
to prevailing market terms and individual qualifications. Salaries
and wages are normally reviewed on an annual basis based on
performance appraisals and other relevant factors.

Apart from salary payments, there are other staff benefits including
mandatory provident fund, medical insurance and performance
related discretionary bonus. Share options may also be granted to
eligible employees of the Group as incentives or rewards.

Relationship is the fundamental of business. The Group fully
understands this principle and thus maintains close relationship
with customers to fulfil their immediate and long-term needs. Due
to the nature of business, the Group did not have any major supplier
that has significant influence on its operations.

However, the Group strives to maintain fair and co-operative
relationship with the suppliers.

DIVIDEND

The Board considers sustainable returns to shareholders whilst
retaining adequate reserves for the Group's future development to
be an objective. Under the Company’s dividend policy, dividends
may be declared from time to time and be paid to shareholders
provided that the Group is profitable, without affecting the normal
operations of the Group. In summary, the declaration of dividends
and the dividend amount shall be determined at the sole and
absolute discretion of the Board taking into account the following
factors:

e the Group’s financial performance;

o the liquidity position and capital requirements of the Group;
and

e any other factors that the Board may consider appropriate.
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DIRECTORS

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

Executive Directors:
CHEUNG Yuk Fung
KUI Man Chun

XU Wensheng

LI Wenjin

XU Changjun

Independent Non-Executive Directors:
TAM Chun Fai

LEUNG Wai Man, Roger

CHANG Kai-Tzung, Richard

In accordance with the Company’s Bye-laws, not less than one-third
of the Directors are subject to retirement by rotation and re-election
at annual general meeting, and every Director shall be subject to
retirement by rotation at least once every 3 years.

Mr. Kui Man Chun and Mr. Li Wenjin, Executive Directors, and
Mr. Chang Kai-Tzung, Richard, Independent Non-Executive
Director, will retire from office by rotation and, being eligible,
offer themselves for re-election at the forthcoming annual general
meeting.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming annual
general meeting has an unexpired service contract with the Group
which is not determinable by the Group within 1 year without
payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed, no transaction, arrangement or contract of
significance in relation to the Group’s business to which the
Company, its fellow subsidiaries or its holding company or the
Group was a party and in which a Director or an entity connected
with a Director (with the meaning as ascribed to it under section
486 of the Companies Ordinance) has or had a material interest,
whether directly or indirectly, were entered into or subsisted during
or at the end of the year.

oooOooooOooooo ooooooo

Report of the Directors

HHEFHS

00O
0o

oboooocooooOooOoocOooooOoOoboOoooa
oooooooooo

goooo
ood
ooog
ooo
ooo
ooo

gbooooooo
ooog
ooo
ooo

goooobooooooooooooboobooooo
gooooOoboOo0oooooboboboooooooo
gobobOoboooooooboboo

oboooocooO0oobOOoOocOooOooOoOoboOoooa
oooooocoooooooooDoOoOoOOOO
goooooooooooocooao

goooood

gooooOooOoO0oDbOOoOooOooOooOoDoooog
ooooooooooooooboboOoOoOoooan
oobooooooooooooo

goooooog

gooocoobboboooobooboboobooobooon
gobooboooobooboboobooOooboon
gboboooOhobobobooboo48e000d00
goboobOo0ooobOooobobooboOooobOoon
gobobOoooOoobobooo

67



68

HI SUN TECHNOLOGY (CHINA) LIMITED ANNUAL REPORT 2020

Report of the Directors

WS

ooo

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of the Directors and the senior
management are set out on pages 4 to 7.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the Directors and
officers of the Group is currently and was in force throughout the
year.

Throughout the year, the Company maintained appropriate directors
and officers liability insurance cover providing indemnity against
liabilities, including liability in respect of legal actions against the
Directors and officers of the Group, thereby sustained or incurred
arising from or incidental to execution of duties of his/her offices,
subject to terms and conditions of the policy.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2020, the interests and short positions of each
Director and Chief Executive 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
(Cap. 571) (“SFO”)), as recorded in the register maintained by the
Company under section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers contained in
Appendix 10 to the Listing Rules (“Model Code”) were as follows:
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Ordinary Shares of HK$0.0025 each in the Company

000000000025000000
Number of shares held Interests in associated corporation
pooooo 0ooooooo
Approximate
percentage of
Approximate shareholding
percentage of in the registered
shareholding capital of the
Personal Corporate in the Shares Personal associated
interest interest Total  of the Company** interest Total corporation***
gooo gooooo
ooooo 0oooooo
Director 0o oooa oooa 0o ooooo# oooo 0o ooooox
Kui Man Chun ooo 26,650,000 (L 617,083,636 (L) 645,733,636 (L)* 23.25% - - -
(note (i)
ooopo
Xu Wensheng ooo 4,566,000 (L) - 4,566,000 (L)* 0.16% 1,965,447 (L)* 1,965,447 (L)* 3.29%
(note (i)
ooomo
Li Wenjin 0oo 6,400,000 (L* - 6,400,000 (L* 0.23% - - -
Xu Changjun 0o 16,563,000 (LJ* S 16,563,000 (L)* 06% 1768884 (LF 1,768,884 (L) 2.96%
(note (i)
ooomo
Note: ooo

(i) Representing shares of the Company held by Mr. Kui Man Chun through (1)
Hi Sun Limited, a company which he holds a 99.16% interest, and (2) Rich
Global Limited, a wholly-owned subsidiary of Hi Sun Limited.

(i)  Representing issued share capital of Megahunt Technologies Inc..

*  The Letter “L” denotes a long position.

**  Calculated based on the total number of issued shares of the Company as at
31 December 2020, which was 2,776,833,835 ordinary shares.

***  Calculated based on the issued share capital of Megahunt as at 31
December 2020, which was RMB59,800,000.

() O00000O0D00@) HiSun Limitedd 0 000 099.16%0
00000 Q) HiSun Limitedd 0 0 0 O O O Rich Global
LimitedD D000 O0OOO

() OO00OO0O0OO0OOOO0OO0OO0O0OO0CODOOO00

* 0OLMDoOooo

= [pDO000000000O00O0O0O0O0OOOOO0OO0
002,776,833,8350 000000

= [QOQO0OO0OC0OOOOoOoOoOoOooooooooOoOOOOOO
0o000O59,800,00000000
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES

As at 31 December 2020, the interests and short positions of
substantial shareholders (other than a Director, or the Chief
Executive) in the shares, underlying shares and debentures of the
Company and its associated corporations which would fall to be
disclosed to the Company under Divisions 2 and 3 of Part XV of the
SFO and as recorded in the register maintained by the Company
under section 336 of the SFO were as follows:

Ordinary share of HK$0.0025 each in the Company

Personal
interest
Name of shareholder
gooooooo gooo
Rich Global Limited (“RGL")*** =
Rich Global Limited 0 RGLO)***
Hi Sun Limited (“HSL")*** (Note 1) =
Hi Sun Limited 0 HSLO**¥7 7 7100
Mr. Kui Man Chun (Note 2) 28,650,000 (L)*

ooooouooz2o

Ever Union Capital Limited (“Ever Union”) -
Ever Union Capital LimitedD] Ever Union[1J

Mr. Che Fung (Note 3) -
ooowoo3o

Notes:

1 Representing HSL's interests in the Company’s share capital by virtue of its
control of 100% shareholding in RGL.

2 Representing Mr. Kui Man Chun’s (i) deemed interests in the Company’s
share capital by virtue of his control of 99.16% shareholding of HSL; and
(ii) personal interests in the Company’s share capital as disclosed in the
preceding section.

3 Representing Mr. Che Fung's interests in the Company’s share capital by
virtue of his control of 100% shareholding in Ever Union, which holds
beneficial interests in 334,314,000 ordinary shares of the Company.

*  The Letter “L” denotes a long position.

**  The percentage is calculated based on the total number of issued shares of
the Company as at 31 December 2020, which was 2,776,833,835 ordinary
shares.

Mr. Kui Man Chun and Mr. Li Wenjin were directors of RGL and Mr. Kui
Man Chun, Mr. Li Wenjin and Mr. Xu Wensheng are directors of HSL which
are deemed or taken to have interests or short positions in the Shares or
underlying shares of the Company which are required to be disclosed under
the provisions of Divisions 2 and 3 of Part XV of the SFO.
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02030 000000000000000D00OO0
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oooo

gooboboDbboo00250 00000

Approximate
Corporate Number of percentage of
interest ordinary shares shareholding**
ooooo
oooo ooooo OOo*
617,083,636 (L)* 617,083,636 (L)* 22.22%
617,083,636 (L)* 617,083,636 (L)* 22.22%
617,083,636 (L)* 645,733,636 (L)* 23.25%
334,314,000 (L)* 334,314,000 (L)* 12.04%
334,314,000 (L)* 334,314,000 (L)* 12.04%
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OHSLOOORGLO100%0 0000000000000
oo

OooooOomooOorsLO9%16% 000000000
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O0000O000EverUniond100%0 00000000
OO0O0D0ODO0OOEver Uniond OO 0O 03343140000 00O
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CONNECTED TRANSACTIONS

Details of the connected transactions and continuing connected
transactions entered into between the Group and connected
persons under Chapter 14A of the Listing Rules subject to disclosure
requirement during the year ended 31 December 2020 are as
follows:

Contractual Arrangement

Yunrong Control Documents

On 21 May 2019, the Group implemented the restructuring
concerning the group of companies comprising Hunan Yunrong and
its subsidiaries (the “Yunrong Group”) where: (i) Mr. Zhang, Mr. Wei,
Chongging JIM and Hunan Yunrong entered into an equity transfer
agreement (the “Yunrong Equity Transfer Agreement”) pursuant to
which, Chongging JIM has transferred 70% equity interest in Hunan
Yunrong to Mr. Zhang at the cash consideration of RMB7 million
and the remaining 30% equity interest in Hunan Yunrong to Mr. Wei
at the cash consideration of RMB3 million; (i) Mr. Zhang, Mr. Wei
and Beijing Hi Sunsray entered into a loan agreement (the “Yunrong
Loan Agreement”) pursuant to which Beijing Hi Sunsray lent to Mr.
Zhang and Mr. Wei amounts of RMB7 million and RMB3 million for
settlement of the consideration respectively payable by Mr. Zhang
and Mr. Wei to Chongging JIM under the Yunrong Equity Transfer
Agreement; and (iii) the Yunrong Control Documents were entered
into between Beijing Hi Sunsray, Hunan Yunrong, Mr. Zhang and
Mr. Wei to allow Beijing Hi Sunsray to contractually control 100%
equity interests and the management of Hunan Yunrong.

Each of Mr. Zhang and Mr. Wei is a director of certain subsidiaries
of the Company and hence a connected person of the Company
at subsidiary level. The Yunrong Control Documents shall remain
effective save as otherwise terminated in accordance with their
respective terms and conditions. Therefore, the transactions
contemplated under the Yunrong Control Documents constitute
continuing connected transactions of the Company with connected
persons at the subsidiary level under Chapter 14A of the Listing
Rules and are subject to the reporting, announcement and annual
review requirements but are exempt from the circular, independent
financial advice and Shareholders” approval requirements pursuant
to Rule T4A.101 of the Listing Rules.

Please also refer to details set out in the section above titled
“Information on the contractual arrangements” and the
announcement of the Company dated 21 May 2019.
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Chongqing JIM VIE Restructuring
On 21 May 2019 and 24 October 2019, the Group implemented
the restructuring concerning Chongging JIM, the VBill Group and

VBill (Cayman) (“Chonggqing JIM VIE Restructuring”), where:

(i)

(ii)

(iii)

(iv)

On 21 May 2019, Chongging JIM, VBill OPCO, Mr. Zhou,
Mr. Na and each of Mr. Shen Zheng, Mr. Li Huimin, Mr. Xue
Guangyu and Ms. Ge Xiaoxia (collectively the “Management
Shareholders”) entered into a share swap agreement (the “Share
Swap Agreement”) pursuant to which each of the Management
Shareholders agreed to transfer all the equity interests they
respectively hold in VBill OPCO, representing an aggregate
of 19.96% equity interest in VBill OPCO, to Chongging JIM
upon completion of certain conditions. As consideration for
the transfer of VBill OPCO equity interests, Chonggqing JIM will
increase its registered capital in the amount of RMB526,300
(representing an aggregate of approximately 5.00% of its
enlarged registered capital after the capital increase), which
shall be registered under the names of the Management
Shareholders. As at the date of this annual report, the Share
Swap Agreement has not yet completed.

On 21 May 2019, New WFOE, Chongging JIM, Mr. Zhou, Mr.
Na and each of the Management Shareholders entered into
a set of agreements (the “New JIM Control Documents”) for
the purpose of allowing New WFOE to exert 100% control
and enjoy all economic benefits from Chongging JIM after
completion of the Share Swap Agreement. The New JIM Control
will only become effective upon completion of the Share Swap
Agreement. The terms of the New JIM Control Documents are
substantially the same with the New JIM Control Documents
(Pre-Swap).

On 21 May 2019, the Company acquired 80.04% of VBill
(Cayman) from the four companies wholly-owned by the
Management Shareholders respectively (the “Management
Shareholders Holdco”) at nominal consideration of US$8,004.

On 24 October 2019, New WFOE, Chongging JIM, Mr. Zhou
and Mr. Na executed the New JIM Control Documents (Pre-
Swap) (to take effect upon signing and cease to be effective on
the completion of the Share Swap Agreement).

Management Shareholders Holdcos surrendered all the issued
shares in VBill (Cayman) held by them to VBill (Cayman) at nil
consideration.

oooovieo o
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Each of the Management Shareholders (registered shareholders of
VBill OPCO) and each of the Management Shareholders Holdcos
is a connected person of the Company at subsidiary level. Each of
Mr. Zhou and Mr. Na (registered shareholders of Chongging JIM) is
a director of certain insignificant subsidiaries of the Company. Each
of Mr. Zhou and Mr. Na will cease to be exempted as a connected
person of the Company at subsidiary level if the insignificant
subsidiary exceptions under Rule 14A.09 no longer apply. If
so, the transactions contemplated under the Chongging JIM VIE
Restructuring (except step (iv)) constitute connected transactions
and/or continuing connected transactions at subsidiary level under
Chapter 14A of the Listing Rules and are subject to the reporting,
announcement and annual review requirements but are exempt
from the circular, independent financial advice and Shareholders’
approval requirements pursuant to Rule 14A.101 of the Listing
Rules.

Please also refer to details set out in the section above titled
“Information on the contractual arrangements” and the
announcements of the Company dated 21 May 2019 and 24
October 2019.

Grant of waiver

The Company has applied for, and the Stock Exchange has granted a
waiver pursuant to Rule 14A.102 of the Listing Rules from (i) fixing
the term of the Yunrong Control Documents and New JIM Control
Documents for a period of not exceeding three years pursuant
to Rule 14A.52 of the Listing Rules, and (ii) setting a maximum
aggregate annual cap pursuant to Rule 14A.53 of the Listing Rules
for (x) the services fees payable by Hunan Yunrong to Beijing Hi
Sunsray and the amount of loans to be made available by Beijing
Hi Sunsray to Hunan Yunrong (as contemplated under the Yunrong
Control Documents), and (y) the services fees payable by Chongging
JIM to the New WFOE and the amount of loans to be made
available by the new WFOE to Chongging JIM (as contemplated
under the New JIM Control Documents). The waiver is subject to the
conditions as set out more particularly in the announcement of the
Company dated 21 May 2019.

Views of directors

The independent non-executive Directors have reviewed the
Yunrong Control Documents and New JIM Control Documents and
confirmed that the transactions carried out during the year ended
31 December 2020 have been entered into (i) in the ordinary
and usual course of business of the Group; and (ii) on normal
commercial terms or better; and (iii) according to the Yunrong
Control Documents and New JIM Control Documents on terms that
are fair and reasonable and in the interests of the Shareholders as a
whole.
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The Company’s auditor was engaged to report on the Group's
continuing connected transactions for the year ended 31 December
2020 in accordance with Hong Kong Standard on Assurance
Engagements 3000 (Revised) “Assurance Engagement Other Than
Audits or Reviews of Historical Financial Information” and with
reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules”
issued by the Hong Kong Institute of Certified Public Accountants.
The Board confirms that the auditor has issued an unqualified
letter confirming the matters in accordance with Rule 14A.56 of
the Listing rules in respect of the Group’s continuing connected
transactions for the year ended 31 December 2020 as being in
order. A copy of this letter has been provided to the Stock Exchange.

The Company has complied with the applicable requirements under
Chapter 14A of the Listing Rules with respect to the connected
transactions and continuing connected transactions during the year
ended 31 December 2020.

RELATED PARTY TRANSACTIONS

The significant related party transactions as disclosed in note 37 to
the consolidated financial statements do not fall under the definition
of “connected transaction” or “continuing connected transaction”
(as the case may be) in Chapter 14A of the Listing Rules. The
Company confirms that it has complied with the applicable
requirement in accordance with Chapter 14A of the Listing Rules.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2020.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, total purchase of E-Payment terminals from
PAX Global amounted to approximately HK$38.6 million, and
was regarded as capital in nature. As at 31 December 2020, the
Company held approximately 33.3% interest in PAX Global and Mr.
Li Wenijin, currently also serving as an Executive Director of both
the Company and PAX Global, was interested in 13,890,000 shares
of PAX Global, representing approximately 1.27% of the then issued
share capital of PAX Global.

The aggregate amount of purchases attributable to the 5 largest
suppliers of items which are not of capital nature was less than 30%
of the total purchases of the Group for the year.
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The percentages of sales for the year attributable to the Group's
major customers are as follows:

Sales
— the largest customer 3%
— five largest customers combined 9%

Save as disclosed, none of the Directors, their close associates or
any shareholder (which to the knowledge of the Directors own more
than 5% of the Company’s share capital) had interests in the major
customers or suppliers noted above.

SUBSEQUENT EVENTS

Reference is made to the announcements of the Company dated
20 January 2021, 4 February 2021 and 10 February 2021. On 19
January 2021 (New York Time), Cloopen Group Holding Limited
(“Cloopen”), made a public filing of its registration statement
pursuant to the United States Securities Act of 1933, as amended,
with the United States Securities and Exchange Commission in
connection with its proposed listing and offering of its American
depositary shares (“ADSs”) on the New York Stock Exchange
(“NYSE”). The trading in the ADSs on NYSE commenced on 9
February 2021 (New York time). Immediately upon completion of
the offering of the ADSs on 8 March 2021, the shareholding of the
Company in Cloopen was diluted and reduced to 17.10%. The
Group's interest in Cloopen is accounted for as financial assets at
fair value through other comprehensive income.

Save as disclosed above, no other important event affecting the
Group has occurred since the end of YEAR 2020.

PENSION SCHEME

The subsidiaries operating in Hong Kong are required to participate,
and participate as required, in a defined contribution retirement
scheme (“MPF Scheme”) set up in accordance with the Hong
Kong Mandatory Provident Fund Schemes Ordinance (Cap. 485)
under which employer and employees are each required to make
regular mandatory contributions calculated at 5% of the employee’s
relevant income (“Mandatory Contributions”) to the MPF Scheme,
subject to the minimum and maximum relevant income levels
as prescribed by law. Employees may also make voluntary
contributions additional to the Mandatory Contributions.

oooOooooOooooo ooooooo

Report of the Directors

HHEFHS

ooo
gboooocoooboobobooooooon
gd
gbooggd 3%
googoon 9%

gooooobboobooboobobobooobooo
oboooooooos»oooooobooooo
oboboooocooooboobooo

good

goooooO0O00oooobObO0000o00o
goooobOO0O00o0ooobObO00oo0ooooo
0000000000000 00MOCloopen Group
Holding LimitedDD Cloopen@O 0 00000000
gboobboDb0oobO0o0obO00DbO00Db0O0
jfmooomooboobo0oooboooboo
goooooOo0obooooooobbbO0ooo
gobobbooooobbOOoobobobobO0ooon
goooooOO0O00o0ooobObO00000o0o
OCloopenD 00000000 0O17.10%300000
CloopenD 00000000 DOOOODOOOOO
ooooDoo

gooooooobooobobOobOOooOooboon
gbooOooooooooono

goooo

oboooocoooboOoocOoooooboooo
oobooooo48s000 00000000000
goooOonooooboboobooooooooon
gooo0oooosioboboboooomoo
oooomoooooOoooooooOoooooao
oobooooooOoOoobocOoOoooocooooo

5



76

HI SUN TECHNOLOGY (CHINA) LIMITED ANNUAL REPORT 2020

Report of the Directors

ﬁ%@

ooao

Any Mandatory Contributions paid for and in respect of an
employee are fully and immediately vested in the employee once
paid to the trustee of the MPF Scheme and any investment return
derived from the investment of the Mandatory Contributions is
also fully and immediately vested in the employee. The employees
are entitled to 100% of the accrued benefits derived from the
employer’s Mandatory Contributions upon retirement at the age of
65 years old, death or total incapacity, subject to other applicable
provisions of law.

In addition, pursuant to the government regulations in the PRC,
the Group is required to contribute to certain retirement benefit
schemes in favour of the employees in the PRC an amount equal
to approximately 7% to 20% of their respective yearly wages. The
local municipal government undertakes to assume the retirement
benefits obligations of those workers of the Group.

DIRECTORS’ INTEREST IN COMPETING BUSINESS
None of the Directors is interested in any business, apart from the
Group's business, which competed or was likely to compete, either
directly or indirectly with the Group's business.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of its Directors as at the date of this
annual report, the Directors confirm that the Company has
maintained at all times the sufficient public float as required under
the Listing Rules during the year.

AUDITOR

The financial statements have been audited by PricewaterhouseCoopers
who has remained as the Company’s auditor for each of the preceding
three years and will retire and, being eligible, offer themselves for
re-appointment at the forthcoming annual general meeting of the
Company.

This Report of the Directors shall comprise all such cross-references
herein contained to other parts of this annual report.

On behalf of the Board

Cheung Yuk Fung
Chairman

Hong Kong, 29 March 2021
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The Board is pleased to present this Corporate Governance Report
for the year ended 31 December 2020.

The Company wishes to highlight the importance of its Board
in ensuring effective leadership and control of the Company,
transparency and accountability of all operations and that its
business is conducted in accordance with applicable laws, rules
and regulations.

The Company also recognises the importance of good corporate
governance to the Group’s healthy growth and has devoted
considerable efforts to identifying and formulating corporate
governance practices appropriate to the Group’s needs.

CORPORATE GOVERNANCE PRACTICES

The Company’s corporate governance practices are based on
the principles (the “Principles”) and code provisions (the “Code
Provisions”) in the Corporate Governance Code (the “CG Code”) as
set out in Appendix 14 to the Listing Rules.

In formulating and implementing its corporate governance practices
and standards, the Company has applied the Principles and
complied with all applicable Code Provisions for the year ended 31
December 2020.

The Board periodically reviews and monitors the Company’s
policies and practices on corporate governance or compliance
with legal and regulatory requirements and employees’ compliance
manual to ensure that the Group’s operations are conducted in
accordance with the standards of the CG Code and applicable
disclosure requirements. Directors and senior management are
provided with appropriate ongoing training, continuing professional
development for regular updates of the legal and regulatory
requirements relevant to their duties.

DIRECTORS’ SECURITIES TRANSACTIONS

The Group has adopted a written code regulating directors’ and
senior management’s securities transactions, on terms no less
exacting than the required standard as set out in the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules.

Specific enquiry had been made to all Directors and the Directors
have confirmed that they have complied with the Model Code and
the Group’s code throughout the year and up to the date of this
annual report.
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The key corporate governance principles and practices of the
Company are summarised as follows:

THE BOARD

Responsibilities

The overall management of the Company’s business is vested in
the Board, which assumes responsibility for leadership and control
of the Company and is collectively responsible for promoting the
success of the Company by directing and supervising its affairs.
All Directors make decisions objectively in the best interests of the
Company.

The Board reserves power for decisions concerning all major
matters which include, inter alia, the approval and monitoring of all
policy matters, overall strategies and budgeting, internal control and
risk management systems, material transactions (in particular those
which may involve conflict of interests of Director(s) or substantial
shareholder(s), appointment of Directors and other significant
financial and operational matters.

All Directors are provided with full and timely access to Board
papers and relevant information, as well as the advice and services
of the Company Secretary, with a view to ensuring that Board
procedures and all applicable laws, rules and regulations are
followed.

To assist the Directors in performing their duties, each Director may
seek independent professional advice in appropriate circumstances
to assist in the performance of directors duties at the Company’s
expense, upon making a timely request to the Board.

The day-to-day management, administration and operation of the
Company are delegated to the senior management. Clear directions
as to the senior management’s powers, the scope of delegations
and relevant arrangements are periodically reviewed to ensure they
remain appropriate to the Company’s needs. Reporting to and prior
approval of the Board are necessary before the senior management
enters into any material transactions and assuming significant
commitments on behalf of the Company.

The Board has the full support of the senior management to
discharge its responsibilities.

Composition
The Board have a balance of skills and experience appropriate to
the requirements of the business of the Company.

The Board currently comprises 8 members, consisting of 5 Executive
Directors and 3 Independent Non-Executive Directors. The
balanced composition of executive and independent non-executive
members upholds the effective exercise of independent judgement.
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The Board comprises the following Directors:

Executive Directors:

Cheung Yuk Fung (Chairman)

Kui Man Chun (Chief Executive Officer)
Xu Wensheng

Li Wenjin

Xu Changjun

Independent Non-Executive Directors:
Tam Chun Fai

Leung Wai Man, Roger

Chang Kai-Tzung, Richard

The list of Directors (by category) is also disclosed in all corporate
communications issued by the Company pursuant to the Listing
Rules from time to time and an updated list of all directors
identifying their role and function is maintained on the Company’s
and the Stock Exchange’s websites.

The biographical information of the Directors and their relationship
among the members of the Board, if any, are provided in the
“Directors and Senior Management” section of this annual report.

Appointment, Re-election and Removal of Directors
The Company has established formal and transparent procedures for
the appointment and succession planning of Directors.

All Directors are appointed for specific tenures subject to retirement
by rotation at least once every three years and subject to re-election
at annual general meeting and the key terms and conditions are set
out in formal letters of appointment.

Each of the executive Directors has entered into a service contract
with the Company. Subject to retirement and re-election in
accordance with the Company’s Bye-laws and the Listing Rules, the
service contracts shall not exceed 3 years and may otherwise be
terminated in accordance with the terms of the respective service
contracts.

Each of the Independent Non-Executive Directors has been
appointed for a fixed contract term of one year, subject to renewal
on a yearly basis and re-election in accordance with the Company’s
Bye-laws and the CG code, and such term shall be terminated in
accordance with the terms of the respective appointment letter.
Further appointment of any Independent Non-Executive Director
having served for more than 9 years should be subject to a separate
resolution to be approved by the shareholders.
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Training for Directors

Newly appointed Directors receive induction on the occasion of
his/her appointment, so as to ensure that he/she has an appropriate
understanding of the business and operations of the Company and
is fully aware of his/her responsibilities under applicable laws, rules
and regulations, and the Group’s governance and internal control
policies. The Company also arranges and funds suitable training,
placing an appropriate emphasis on the roles, functions and duties
of a listed company director.

All Directors are encouraged to participate in continuous
professional development to develop and refresh their knowledge
and skills. The Company has arranged and funded in-house trainings
for the Directors in the form of seminar and provision of training
materials. A summary of training received by the Directors during
the reporting period according to the records provided by the
Directors is as follows:
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Training on corporate
governance, regulatory
development and
other relevant topics
oooooDooooog

Name of Directors oooo oDOoooOooD
Executive Directors: oooDoo

Cheung Yuk Fung ooo \
Kui Man Chun OO0 \
Xu Wensheng ooo \
Li Wenjin 00O |
Xu Changjun ooo {
Independent Non-Executive Directors: oooooooo

Tam Chun Fai OO0 \
Leung Wai Man, Roger ooo \
Chang Kai-Tzung, Richard ooao |

During the year, each of the joint company secretaries attended
no less than 15 hours of relevant professional training as required
under Rule 3.29 of the Listing Rules.
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BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy (“Board Diversity
Policy”), under which the Company seeks to achieve board
diversity through the consideration of a number of factors in the
Board members’ selection process, including but not limited
to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service. All
Board members’ appointments will be based on meritocracy, and
candidates will be considered against objective criteria, having due
regard for the benefits of diversity on the Board.

The Board is comprised of a solid slate of Directors with
diverse perspectives and varied educational background and
expertise made-up, from extensive knowledge of the information
technology industry and electronic payment industry, experience
in international trade, finance and corporate management, to
professional qualifications in the legal and accounting fields.
Each Director has accumulated experience in his respective field
of expertise for at least 20 years, all of whom share and acquire
the talent and competence to drive the industry so as to bring
sustainable growth to the Company.

Board Meetings and Directors’ Attendance

Four regular Board meetings were held during the year for, among
others, reviewing and approving the financial and operating
performance and respectively the final results for the year ended
31 December 2019, results for the three months ended 31 March
2020, interim results for the six months ended 30 June 2020
and results for the nine months ended 30 September 2020, and
considering and approving the overall strategies and policies of the
Company.
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The attendance of individual Directors at the four regular quarterly
Board meetings (not including other ad hoc meetings of the Board
held from time to time and any other meeting(s) of members of
the Board in compliance with the CG Code), committee meetings
and general meetings of the Company during the year ended 31
December 2020 is set out below:

ggbooboooobobooobooooOooboon
gboboboooooooboboOooobOobo
gobooboo0oooboboooboooboo0ooDbOoon
oboooooooooomoooooooogo
ooboooooo

Attendance/Number of meetings*
goooooooo*

Risk
Audit Nomination ~ Remuneration ~ Management Regular Annual Special
Committee Committee Committee Committee Board General General
Meetings Meeting Meeting Meetings* Meeting Meeting Meeting
goooo goooo goooo oooo goooo 0og 0og
Name of Directors oooa oo oo oa goooo+ oa oooo oooo
Cheung Yuk Fung ooo N/A N/A N/A N/A 4/4 17 17
ooo ooad ood ooad
Kui Man Chun ooa N/A N/A N/A N/A 4/4 171 11
ooo ooad ood ooad
Xu Wensheng ooo N/A N/A N/A 2/2 4/4 17 17
ooo ooad ood
Li Wenjin ooa N/A 171 171 22 4/4 11 11
ooo
Xu Changjun ooa N/A N/A N/A 22 4/4 11 11
ooo ood ooad
Chang Kai-Tzung, Richard ooo 2/2 N/A N/A N/A 4/4 17 17
ooad ooad ooad
Tam Chun Fai ooa 22 1171 171 N/A 4/4 11 11
ooad
Leung Wai Man, Roger ooo 2/2 17 17 N/A 4/4 17 17
ooad
Note: ooo
* Meetings may be attended in person or by electronic means including ~ * 00o0o0000000000000D0000000
telephone or video conferencing as allowed under the Company’s Bye- ooooD0oO0000ooo000o
laws.
* Ms. Hui Lok Yan, the Group Financial Controller, Joint Company  * 00000000000000000000000

Secretary and member of Risk Management Committee of the Company
attended all meetings of the Risk Management Committee during the year
ended 31 December 2020.

Practices and Conduct of Meetings
Board meeting schedules and agendas are made available to the
Directors in advance.

Notices of regular Board meetings are served to all Directors at
least 14 days in advance, and agendas together with accompanying
board papers are disseminated to the Directors within reasonable
time before meetings. Reasonable notice is, as permitted by the
Company’s Bye-laws under relevant circumstances or otherwise
agreed, given for other Board and committee meetings.
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The Company Secretary, as delegated by the Chairman, has been
responsible for preparing the agenda of board meetings, taking
into account any matters the Directors may propose to include,
ensuring that all Directors are given opportunity to include matters
in the agenda and approving the agenda. In order to enable the
Directors to make informed decision, agenda and accompanying
board papers together with all appropriate, complete and reliable
information are sent to all Directors at least 3 days before each
Board meeting or committee meeting to keep the Directors
appraised of the latest developments and/or financial position of the
Company. The Board and the individual Directors also have separate
and independent access to the senior management to make further
enquires or when they require further information in addition to
those volunteered by the senior management.

The Company Secretary and senior management attend all regular
Board meetings and when necessary, other Board and committee
meetings to advise on, among others, business developments,
financial and accounting matters, statutory compliance, corporate
governance and other major aspects of the Company.

The Company Secretary is responsible for preparing and keeping the
minutes of all Board meetings and committee meetings. The minutes
records sufficient details of matters considered, decisions reached,
concerns raised and any, dissenting views expressed. Draft and final
versions of minutes are circulated to the Directors for comment and
record within a reasonable time after each meeting and the final
version is open for the Directors’ inspection.

According to current Board practice, any material transaction,
which involves conflicting interests of a substantial shareholder or
Director are dealt with at a duly convened physical Board meeting,
at which independent non-executive Directors having no material
interest in the transaction should be present. Any Directors or any
of their close associates (as defined in the Listing Rules) having
material interests in the transactions shall abstain from voting and
not to be counted in the quorum at meetings for approving such
transactions.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles and responsibilities of Chairman and Chief Executive
Officer are clearly defined. The clear division of management of the
Board and day-to-day management of business ensures a balanced
power and authority such that no concentration of power shall
vest in any one individual. During the year, Mr. Cheung Yuk Fung
acted as the Chairman, and Mr. Kui Man Chun acted as the Chief
Executive Officer.

The Chairman provides leadership and is responsible for the
effective functioning of the Board in accordance with good
corporate governance practice and established corporate
governance procedures. With the support of the Company Secretary
and the senior management, the Chairman is also responsible for
ensuring that the Directors receive, in a timely manner, adequate
information, which must be accurate, clear, complete and reliable
and appropriate briefing on issues arising at Board meetings, and
that all key and appropriate issues are discussed by the Board in a
timely manner.

The Chairman also encourages the Directors to fully and actively
participate in the Board'’s affairs, taking the lead to act in the best
interests of the Company. The Chairman also promotes a culture
to facilitate effective contributions and encourage the Directors
to express dissenting views and concerns and allow sufficient
discussion of issues before decisions are made.

The Chief Executive Officer focuses on implementing objectives,
policies and strategies approved and delegated by the Board. He is
in charge of the Company’s day-to-day management and operations
and is is also responsible for developing strategic plans and
formulating the organisational structure, monitoring control systems
and internal control procedures and processes for the Board's
approval.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Independent Non-Executive Directors possess a wide range
of business and financial expertise, experiences and, through
participation in board meetings, offer independent judgment on
issues of strategy, policy, performance, accountability, resources, key
appointments and standard of conducts. Through taking the lead
where potential conflicts on interests arise, serving on the Board
committees, examining the Company’s performance in achieving
corporate goals and objectives and monitoring performance
reporting, the Independent Non-Executive Directors have become
an integral part of the healthy growth of the Company.
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During the year, the Independent Non-Executive Directors also
attended all general meetings of the Company, details of which
are set out in page 82, enabling them to develop a balanced
understanding of the views of the shareholders.

During the year, the Board at all times met the requirements of Rule
3.10(1), Rule 3.10(2) and Rule 3.10A of the Listing Rules relating
to the appointment of at least three Independent Non-Executive
Directors, representing more than one-third of the Board and
with at least one Independent Non-Executive Director possessing
appropriate professional qualifications, or accounting or related
financial management expertise.

Confirmation of independence

The Company has received from each of the three Independent
Non-Executive Directors a written annual confirmation of
independence pursuant to the requirements of Rule 3.13 of the
Listing Rules and the Company considers all the Independent Non-
Executive Directors to be independent in accordance with the
guidelines for assessing independence set out thereunder.

BOARD COMMITTEES

The Board has established 4 committees, namely, the Nomination
Committee, Remuneration Committee, Audit Committee and
Risk Management Committee, for overseeing particular aspects
of the Company’s affairs. All Board committees are established
with defined written terms of reference, setting out its authority
and duties, and requiring the Board committees to report back
to the Board on their decisions or recommendations (unless
otherwise restricted by legal or regulatory requirements). To provide
transparency, the terms of reference of the Board committees
are made available on the Company’s and the Stock Exchange’s
websites and hard copies of which are available to Shareholders
upon request.

All Board committees, save as the Risk Management Committee,
consist of a majority of Independent Non-Executive Directors.
Chairman and members of each Board committee as at the date of
this annual report are set out below:

Audit Committee

Tam Chun Fai (Chairman)*
Leung Wai Man, Roger*
Chang Kai-Tzung, Richard*
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Nomination Committee

Leung Wai Man, Roger (Chairman)*
Tam Chun Fai*

Li Wenjin“

Remuneration Committee
Tam Chun Fai (Chairman)*
Leung Wai Man, Roger*

Li Wenjin“

Risk Management Committee
Xu Changjun (Chairman)®

Xu Wensheng"

Li Wenjin"

Hui Lok Yan*

* Independent Non-Executive Director

Executive Director

*  Ms. Hui Lok Yan, the Group Financial Controller and Joint Company
Secretary of the Company.

The Board committees are provided with sufficient resources to
perform their duties and, upon reasonable and timely request,
are able to seek independent professional advice in appropriate
circumstances, at the Company’s expenses.

Audit Committee

The Audit Committee comprises three Independent Non-Executive
Directors (including one Independent Non-Executive Director who
possesses the appropriate professional qualifications or accounting
or related financial management expertise). None of the members of
the Audit Committee is a former partner of the Company’s existing
external auditor.

During the reporting year, the main duties of the Audit Committee
include the followings:

(@) to review the financial statements, reports, accounting policies
and practices and consider any significant or unusual items
raised by the company’s staff, compliance officers, qualified
accountant or external auditor before submission to the Board;

(b) to review the Company’s relationship with the external auditor
by reference to the work they performed, their fees and terms
of engagement, and make recommendation to the Board on the
appointment, re-appointment and removal of external auditor;
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(c) to review the adequacy and effectiveness of the Company’s
financial reporting system, audit process, the Group’s financial
control, internal control system, risk management system and
associated procedures; and

(d) to cooperate with Risk Management Committee to ensure Risk
Management Committee has adequate resources and access to
information necessary to fulfil their duties and responsibilities
with respect to risk assessment and risk management.

The written terms of reference which describing the authority and
duties of the Audit Committee was prepared and adopted with
reference to the CG Code, “Principles of Auditor Independence
and the Role of Corporate Governance in Monitoring an Auditor’s
Independence” issued by the Technical Committee of the
International Organization of Securities Commissions and “A Guide
for The Formation of An Audit Committee” published by the Hong
Kong Institute of Certified Public Accountants.

The Audit Committee held two meetings during the year ended
31 December 2020 to review the half-yearly and annual financial
results and reports, financial reporting and compliance procedures,
internal control and risk management systems, effectiveness of
internal audit function of the Group, the auditor’s independence
and objectivity. The Audit Committee has also met with the
Company’s auditor twice during the year and recommended the re-
appointment of PricewaterhouseCoopers as the Company’s auditor
and approved their remuneration and terms of engagement. The
Board confirms that it has taken no different view from the Audit
Committee in relation to its recommendations.

As at the end of 2020 and the date of this annual report, there are
no material uncertainties relating to events or conditions that may
cast significant doubt on the Company’s ability to continue as a
going concern.

The Company’s annual results for the year ended 31 December
2020 has been reviewed by the Audit Committee.

Nomination Committee

The principal duties of the Nomination Committee, as provided
under the terms of reference adopted in compliance with the
requirements under the CG Code, include reviewing the structure,
size and composition of the Board, developing and formulating
relevant procedures for nomination and appointment of Directors,
making recommendations to the Board on the appointment
and succession planning of Directors and assessment of the
independence of the Independent Non-Executive Directors.
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The Nomination Committee carries out the process of selecting and
recommending candidates for directorships by making reference to
the balance of expertise, skills, experience, professional knowledge,
personal integrity and time commitments of such individuals,
business requirements of the Group and other relevant statutory
requirements and regulations. External recruitment agency may also
be engaged to carry out the recruitment and selection process when
necessary. The Nomination Committee held one meeting during the
year ended 31 December 2020.

The Nomination Committee has also adopted a nomination policy
(the “Nomination Policy”) which sets out the selection criteria and
procedure of nominating, appointing and re-appointing a Director.
The selection criteria used in assessing the suitability of a candidate
include, inter alia, his/her academic background and professional
qualifications, relevant industry experience, character and integrity
and whether he/she can contribute to the diversity of the Board as
detailed in the Board Diversity Policy, which is regularly reviewed
by the Nomination Committee with a view to achieve a diversified
spectrum of Directors to facilitate a balanced development of the
Company. The procedure of appointing and re-appointing a Director
is based on objective criteria and summarised as follows:—

1. The Nomination Committee and/or the Board may nominate
or invite a candidate for appointment as a Director for
consideration;

2. The Nomination Committee and/or the Board shall evaluate the
personal profile of each of the candidates based on the criteria
as set out under the above section;

3. The Nomination Committee and/or the Board shall undertake
adequate due diligence in respect of each candidate and make
recommendation for the Board’s consideration and approval;

4. (for a Candidate whom may be nominated as an independent
non-executive Director) the Board should assess the candidate’s
independence under Code Provisions A.3.3 and A.4.3 of the
CG Code and Rule 3.13 of the Listing Rules;
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5. (for a candidate whom may be elected as an independent non-
executive Director at a general meeting) the Board should
consider the following pursuant to Code Provision A.5.5 of the
CG Code;

6. (in the context of re-appointment of retiring Directors) the
Board shall review the candidate’s overall contribution and
performance, including attendance of committees, board and
general meetings, and level of participation and performance
on the Board, and make recommendations to the Board for
consideration and to the Shareholders for re-election at general
meetings; and

7. the Board will convene a meeting for discussion of
appointment or re-appointment of the candidate as a Director.

In accordance with the Company’s Bye-laws, Mr. Kui Man Chun
and Mr. Li Wenjin, Executive Directors, and Mr. Chang Kai-Tzung,
Richard, an Independent Non-Executive Director, will retire at
the forthcoming annual general meeting and, being eligible, offer
themselves for re-election.

The Nomination Committee held one meeting during the year and
has recommended the re-appointment of the said retiring Directors
standing for re-election to the Board, following which the Board,
after due consideration, has recommended their re-appointment
for the Shareholders’ approval at the forthcoming annual general
meeting.

The Company’s circular dated 13 April 2021 contains detailed
information of the retiring Directors standing for re-election.
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Remuneration Committee

The primary objectives and duties of the Remuneration Committee
are set out in its terms of reference adopted in compliance with
the requirements under the CG Code, which include making
recommendations to the Board on the remuneration policy and
structure and remuneration packages of the Directors and the senior
management. The Remuneration Committee is also responsible
for establishing transparent procedures for developing such
remuneration policy and structure to ensure that no Director or any
of his associates will participate in deciding his own remuneration,
whose remuneration will be determined with reference to the
performance of the individual and the Company, market practice
and conditions as well as the Group’s goals and objectives.

The Remuneration Committee normally meets to review the
remuneration policy and structure and make recommendation
to the Board on the remuneration packages of the Directors
and the senior management and other related matters. The
Human Resources Department is responsible for collection
and administration of the human resources data and making
recommendations on remuneration policy and structure and
remuneration packages to the Remuneration Committee for
consideration. The Remuneration Committee shall consult the
Chairman and/or the Board about these recommendations. The
Remuneration Committee held one meeting during the year ended
31 December 2020 to review and recommend the remuneration
packages of the Directors and senior management, to establish
a formal and transparent procedure for developing remuneration
policy and to assess performance of the Executive Directors and
approve the terms of their respective service contracts.

The remuneration, including employee incentive programmes of
subsidiaries, payable to the senior management by band for the year
ended 31 December 2020 is set out below:
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Number of individuals

Remuneration band oooo 00
HK$1,000,001 — HK$2,000,000 1,000,0010 O O 2,000,0000 O 5
HK$3,000,001 — HK$4,000,000 3,000,0010 O O 4,000,0000 O 1
HK$13,000,001 — HK$14,000,000 13,000,0010 O O 14,000,0000 O 1

Further particulars regarding Directors’ emoluments and the five
highest paid employees as required to be disclosed pursuant to
Appendix 16 to the Listing Rules are set out in note 9 and note 39
to the consolidated financial statements.

obooO0ooOooOledOCOCOOODOOOO
oobooocoOooooOoOooOooOoocOoOoOoooons
o003



Risk Management Committee

The Risk Management Committee comprises four members, three
being Executive Directors. Main duties of the Risk Management
Committee include the followings:

(@) to review the Group’s risk management and internal control
systems (including financial, operational and compliance
controls) and internal audit function, to ensure that effective
and adequate risk management and internal control systems are
established and maintained and that sufficient resources are in
place for the Group’s internal audit function;

(b) to consider the effectiveness of the Group’s decision making
processes in crisis and emergency situations and to maintain
the Group's risk management standards; and

(c) on an annual basis report to the Board on the effectiveness
of the risk management systems and internal control systems
(including financial, operational and compliance controls)
for the Group and adequacy of resources of its internal audit
functions.

The Risk Managements Committee held two meetings during the
year ended 31 December 2020.

Corporate Governance Function

The Board is responsible for performing the corporate governance
duties of the Company, including (i) to develop and review the
Group’s policies and practices on corporate governance; (ii) to
review and monitor the training and continuous professional
development of the Directors and the senior management; (iii)
to review and monitor the Group’s policies and practices on
compliance with legal and regulatory requirements; (iv) to develop,
review and monitor the code of conduct and compliance manual
(if any) applicable to employee and Directors and their compliance
of the same and (v) to review the Group’s compliance with the CG
Code and relevant disclosure obligations.

RESPONSIBILITIES IN RESPECT OF THE FINANCIAL
STATEMENTS

The Board and the Directors

The Board is responsible for presenting a balanced, clear and
understandable assessment in annual and interim reports, inside
information announcements and complying with other financial
disclosures required under the Listing Rules and other regulatory
requirements.
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The Directors also acknowledge their responsibilities for preparing
the financial statements of the Company for the year ended 31
December 2020.

Auditor’s Statement

The statement of the external auditor of the Company about their
reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report” on pages 97 to 107.

Senior Management

The senior management have provided the Board with sufficient
explanation and necessary information enabling the Board to make
an informed assessment of financial and other information put
before the Board for approval.

Monthly updates have also been provided by the senior
management to all members of the Board to enable proper
discharge of duties by the Board a whole or each member
individually by giving them balanced and understandable
assessment of the Company’s performance, position and prospectus
in sufficient details.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board has developed the Group’s internal control, risk
assessment and management systems and acknowledges its
overall responsibility for reviewing and maintaining an adequate
and effective risk management and internal control systems on
an ongoing basis to safeguard the interests of the Shareholders
and the assets of the Group. It evaluates the effectiveness of the
systems at least annually to ensure the adequacy of resources, staff
qualifications and experience, training programmes and budget
of the Group’s accounting, internal audit and financial reporting
functions and is kept apprised of significant risks that may impact
the performance of the Group.

Risk Management and Internal Control Systems

The Company’s risk management and internal control systems
are designed to manage and mitigate risks, rather than eliminate
risks, and can only provide reasonable and not absolute assurance
against material misstatement or loss. We have adopted a bottom-up
approach for identification, assessment and mitigation of risk at all
business unit levels and across functional areas.
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Main Features of Risk Management and Internal Control
Systems

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

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

Process used to identify, evaluate and manage significant
risks

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

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

The Internal Control Department of the Company (the “Internal
Control Department”) has performed an ongoing review of the
effectiveness of the Group’s risk management and internal control
systems throughout the year (during which an external independent
consulting firm was engaged to offer assistance) covering the
Group's material controls in financial, operational and compliance
aspects agreed and approved by the Risk Management Committee
and in compliance with the requirements under Code Provision C.2
of the CG Code.
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The Internal Control Department reported to the Risk Management
Committee and the Risk Management Committee was satisfied
that there had been no major deficiency noted in the areas of the
Group's risk management and internal controls systems, following
the implementation of recommendations against the internal
control defects revealed. The Audit Committee cooperates with
the Risk Management Committee to ensure the Risk Management
Committee has access to information necessary to fulfil their
duties and responsibilities with respect to risk assessment and risk
management. Accordingly, the Audit Committee and the Board
considered the risk management and internal control systems to
be effective and have been implemented with adequate resources
during the year.

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

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

AUDITOR’S REMUNERATION

The remuneration paid to the external auditor of the Company
in respect of audit and non-audit services, such as tax consulting
service, for the year ended 31 December 2020 amounted to
approximately HK$4,238,000 and HK$4,387,000 respectively.
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SHAREHOLDERS® RIGHTS AND

INVESTOR

RELATIONS

(a)

(b)

(c)

Procedures for requisitioning a special general meeting
Shareholder(s)” holding, as at the date of deposit of the
requisition for a special general meeting, not less than one-
tenth of the paid up capital of the Company carrying the right
to vote at general meetings of the Company may, by written
requisition to the Board or the Company Secretary(ies) signed
and deposited in accordance with the Company’s Bye-laws
and the Bermuda Companies Act 1981, require the Directors
to call a special general meeting for the transaction of business
specified in the requisition.

Procedures for putting forward proposals at general
meetings

Shareholder(s) holding not less than one-twentieth of the paid-
up capital of the Company carrying the right to vote at general
meetings of the Company or not less than 100 Shareholders
may, at their expense, provide a written request to the
attention of the Company Secretary(ies) signed and deposited
in accordance with the Bermuda Companies Act 1981 to put
forward proposals at general meeting.

Communication with shareholders and investors

General Meetings

General meetings of the Company provide a direct forum of
communication between Shareholders and the Board. The
Company held 2 general meetings during the year. Notices
of the general meetings were sent in accordance with the
requirements under the Listing Rules, the Company’s Bye-
laws and other applicable laws. At the general meetings,
directors were made available to answer questions, adequate
measures were taken to provide effective communication
with shareholders, separate issues were proposed as separate
resolutions for the shareholders’ approval, shareholders were
familiarised with the detailed procedures for voting by poll
and given sufficient chances to raise questions. The Company’s
external auditor also attended the Company’s annual general
meeting held on 29 May 2020 to answer any questions about
the conduct of audit, the preparation and content of the
auditor’s report, the accounting policies applied and their
independence.
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Other Communications
Shareholders may also contact the Company Secretary to direct
their written enquires to the Board.

The Company is committed to enhancing communications and
relationships with its investors. Designated senior management
maintains an open dialogue with institutional investors and
analysts to keep them abreast of the Company’s developments.

The Board regularly reviews the Company’s shareholders
communication policy (which has been made available at
the Company’s website) to ensure that the shareholders and
potential investors at large are provided with ready, equal and
timely access to balanced and understandable information
about the Company, including its financial performance,
strategic goals and plans, material developments, corporate
governance and risk profile, in order to enable shareholders to
exercise their rights in an informed manner, and to allow active
shareholders” engagement with the Company.

The Company also maintains a website at www.hisun.com.
hk, where updates on the Company’s business developments
and operations, financial information and news can always be
found.
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documents during the year.



To The Shareholders of Hi Sun Technology (China) Limited
(incorporated in Bermuda with limited liability)

OPINION

What we have audited

The consolidated financial statements of Hi Sun Technology (China)
Limited (the “Company”) and its subsidiaries (the “Group”) set out
on pages 108 to 239, which comprise:

¢ the consolidated balance sheet as at 31 December 2020;

e the consolidated income statement for the year then ended;

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

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

e the consolidated cash flow statement for the year then ended;
and

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

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 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.
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BASIS FOR OPINION

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

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

Independence

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

KEY AUDIT MATTERS

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

Key audit matters identified in our audit are summarised as follows:
e Impairment of loan receivables

e Fair values of the unlisted financial instruments at fair value
through profit or loss
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Key Audit Matter
gooooo

Impairment of loan receivables
oooooo

Refer to Note 3.1(b)(i) (financial risk factors), Note 4(a) (critical
accounting estimates and judgements) and Note 20 (loan
receivables) to the consolidated financial statements for the related
disclosures.

0000000000000 000000003.1b)Gpao 0o
ODo000Mdo4eI00oo0oooooooo20o0n
oo

As at 31 December 2020, the Group’s gross loan receivables
amounted to HK$1,088.0 million, and a provision for impairment of
loan receivables of HK$44.9 million was recognised in the Group's
consolidated balance sheet. The credit impairment losses on loan
receivables in the Group’s consolidated income statement for the
year ended 31 December 2020 amounted to HK$67.0 million.
coOooO0ooOO0ooOO0oooOOoooOooOOooOOoboOOon
1,088,000,0000 OO OODOOOOCOOOOODODOOO
gboooogb4490000000000000000DODOO
oboob0oobOooboooboobooobooDbOooDo
0 0 0 67,000,0000 00

The balance of provision for impairment of loan receivables
represents the management’s best estimates at the balance sheet
date of expected credit losses under Hong Kong Financial Reporting
Standard 9: Financial Instruments expected credit losses models.
coooooooOooocOoOoOooOooomOoOoOooOoooo
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How our audit addressed the Key Audit Matter
dooboobo0oboooooooo

Our audit procedures in relation to management’s
assessment on provision for impairment losses of loan
receivables included:
uooooobooooboooobOooocooOooooaon
oooo

— Understood, evaluated and validated the key control
procedures over management’s estimation of expected
credit losses allowance and periodic review on
overdue receivables and assessed the inherent risk
of material misstatement by considering the degree
of estimation uncertainty and level of other inherent
risk factors in association with estimation of expected
credit losses;
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Key Audit Matter

gooooa

Impairment of loan receivables (Continued)
goooooooa

Management assesses whether the credit risk of loan
receivables have increased significantly since their initial
recognition, and apply a three-stage impairment model to
calculate their expected credit losses. The measurement
models of expected credit losses involves significant
management judgments and assumptions, primarily
including the following:
goboooobooobooooooooooooon
gooobooooooooooooooooogoao
uoboooobooooOooooboOoooooOooooaon
obooocooo

- Selection of appropriate model and determination
of relevant key measurement parameters, including
probability of default, loss given default and exposure
at default;

O oooooOoODoboboOoODODODOOO0O000oo0O
oooboooooobobbOobooogob

—  Criteria for determining whether or not there was a
significant increase in credit risk or a default; and
U ooboocboooboobooocboooooo

Economic indicator for forward-looking measurement,
and the application of economic scenarios and
weightings.

0 coooobooobooboobooboobooao
ood

We focused on this area due to the magnitude of the loan
receivables and the significant estimates and judgement
involved in determining the expected credit impairment
losses allowance on the loan receivables.
cboooOobOOooOOoo0oo0ooOoOoOooOoooboOooDoon
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How our audit addressed the Key Audit Matter
dooboob0oooooobooo

Our audit procedures in relation to management’s
assessment on provision for impairment losses of loan
receivables included: (Continued)
uoooooboooooooboOoooooOooooaon
oboomoo

— for the historical information, discussed with
management to understand the management’s
identification of significant increase in credit risk,
defaults and credit-impaired loans, corroborated
management’s explanation with supporting evidence;

0 ooboboooooboobboooboobooo
goooooooooooboobboobooobooo
gooooobobbooon

- for forward-looking measurement, we assessed the
reasonableness of economic indicator selection,
economic scenarios and weightings application,
assessed the reasonableness of the estimation by
comparing with industry data; and

0 ocooooobobooooObODbODODbOOooooooo
goboooooooboboooooboooobooan
oooooDoog

—  checked major data inputs used in the expected credit
losses models on sample basis to the Group's record.

0 oooboboobooooooboobooboaoao
ooooObO0O0004ag

Based on the above, we found that the estimates and
judgement made by management in respect of the
expected credit losses allowance and the collectability
of the loan receivables were supportable by the available
evidence.
oooboooboooooboooooobooooao
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Key Audit Matter
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Fair values of the unlisted financial instruments at fair value
through profit or loss
Oo0doo0o0oooOooooooooon

Refer to Note 3.3 (fair value estimation), Note 4(b) (critical
accounting estimates and judgements) and Note 19
(financial assets at fair value through profit or loss) to the
consolidated financial statements for related disclosure.
oooboOooooboooobboogoooons3.3ao
O000O0O4bo00000OC0C0OO0OOOOOGOgng
gooooooobboooom

As at 31 December 2020, the Group held interest in (i)
an unlisted investment fund of HK$123.5 million and (ii)
certain unlisted convertible preference shares of HK$418.5
million; which have been classified as financial assets at
fair value through profit or loss.

0000000 oooOobOOooooooooa@gooa
goooi3,500000000(noDOoOoOoOoOoOoOoOG
g418,5000000 0 000000DO00O0DODODODOOOO
ag

These unlisted financial instruments are stated at their
fair values, classified under level three in the fair value
hierarchy.
Oo0oo0o0o0O0O0O0Oo0O0O0O0O0O0O0OOooOooOooooao
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How our audit addressed the Key Audit Matter
dooboobo0oboooooooo

Our procedures in relation to management’s determination
of the fair value of these financial instruments included:
tdodoooooooooooooooooooao
goo

For the unlisted investment fund:
Oo0oooooooooao

- We tested the accuracy of the net asset value of the
unlisted investment fund by checking to its audited
financial statements; and

0 oobobooobouoboobobooboobooo
goobooooooo

—  We also involved our internal valuation expert in our
discussion with the management to understand the
rationale for applying the portfolio discount, reviewed
relevant agreements or documents to understand the
key terms of the subject interest and assessed the
appropriateness of portfolio discount by referencing
to relevant research studies and market practices on
various discounts commonly considered in valuations.
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Key Audit Matter
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Fair values of the unlisted financial instruments at fair value
through profit or loss (Continued)
00d0o0o00o0ooo00ooooOooooobooo

The fair value of the unlisted investment fund was
determined by applying a portfolio discount to the audited
net asset value of the unlisted investment fund as at 31
December 2020, which had already taken into account
the fair values of the fund’s underlying investments. The
discount rate was determined based upon the relative
shareholding and rights of the Group and the marketability
of the investment.
goboo0oooobOo0oooboOo0ooboobbooboobooo
gooobobobbobooooooobbbboooooon
goobooooobboobbooobbooobbobooa
gobooboooboobobooobooboooooo

The Group engaged an independent external valuer in determining
the fair value of the unlisted convertible preference shares by using
discounted cash flow method. The key assumptions used in the
valuation include discount rate, compound annual growth rate and
terminal growth rate.
oboo0oboooooooO0oocoocOoOoOoOooOoooon
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Our procedures in relation to management’s determination
of the fair value of these financial instruments included:
(Continued)
ddoooooooooooooooooooooao
oomoo

For the unlisted convertible preference shares:
gbooooooooooo

—  Understood, evaluated and validated the key control
procedures over management’s estimation of the fair
value of unlisted convertible preference shares and
assessed the inherent risk of material misstatement by
considering the degree of estimation uncertainty and
level of other inherent risk factors in association with
estimation of the fair value of unlisted convertible
preference shares;

0 oobooboobooboooboobooo
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- We assessed the competency, capability and
objectivity of the independent external valuer by
considering its qualifications, relevant experience and
relationship with the Group;

0 DoooOoOobOooboobOobOooboobooo
ooobobooboobooboobobooooo
oo

—  We also involved our internal valuation expert in
our discussion with the external valuer to understand
the rationale, and assess the appropriateness and the
consistency, of the methodologies used and the key
assumptions and estimates applied;

U toooooboboboooooooobooooooao
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Fair values of the unlisted financial instruments at fair value
through profit or loss (Continued)
O0d00000ooo0o0ooooOoooo0booo

We focused on this area because the carrying amounts of these
financial instruments are significant to the consolidated financial
statements and selection of valuation methodologies and
determination of key valuation assumptions requires the use of
significant judgement and estimates.
cooooocOoOoO0ooOoOoOooOoOoOCcOoOoOooOoooon
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How our audit addressed the Key Audit Matter
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Our procedures in relation to management’s determination
of the fair value of these financial instruments included:
(Continued)
ddoooooooooooooooooooooan
oomono

For the unlisted convertible preference shares: (Continued)
oboooboooboooboomod

- We also assessed the reasonableness of the input data
used by evaluating:
0 OooObboOo0oooooooobobooboogoon

e the discount rate by considering the weighted
average cost of capital and the risk profile of the
investee; and

e UOOO0OOOCDOOOODOOOOODOOO
oobooboobooooo

e the appropriateness of the compound annual
growth rate and the terminal growth rate based on
market research, historical performance and the
business plan of the investee.

e OJUO0OO0OODOOUODODOODOODODO
goooobobobbooooooooooobo

—  We also compared the fair value of the unlisted
convertible preference shares with recent transaction
price.

0 ooouooobobooooooboboobboooooo
goooo

Based on the procedures described, we found the
methodologies used and key assumptions applied in the
valuations to be reasonable and supportable by available
evidence.
goobooooboooooboooooboooao
gooooooobboooao
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ooo
OTHER INFORMATION

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

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

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

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

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The Audit Committee is responsible for overseeing the Group’s
financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. We report our opinion
solely to you, as a body, in accordance with Section 90 of the
Companies Act 1981 of Bermuda and for no other purpose. We
do not assume responsibility towards or accept liability to any
other person for the contents of this report. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial
statements.

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

e 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.

e 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.

oooOooooOooooo ooooooo
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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

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

e 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.

e 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.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Chan Tak Wai, Daniel.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 29 March 2021
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For the year ended
31 December
OoooOoouoooooo

2020 2019
goooa goooa
Note HK$’000 HK$'000
oo goad ooo
Revenue oo 5,6 4,143,371 5,575,981
Cost of sales gooo 7 (3,037,741) (4,254,553)
Gross profit 0oad 1,105,630 1,321,428
Other income ogooo 5 153,759 116,842
Other gains, net oooooo 5 245,300 22,040
Selling expenses oooao 7 (92,654) (82,266)
Administrative expenses oooo 7 (651,618) (720,768)
Employees’ incentive programmes ooooooooooo
of subsidiaries 28 (40,191) (30,303)
Credit impairment loss gooooao 7 (67,176) (48,800)
Operating profit gooo 653,050 578,173
Finance costs oooo 10 (63,722) (10,245)
Share of results of investments accounted 000000000
for using the equity method ooooo 22 301,512 208,695
Loss on deemed acquisition and dilutionof OO0 OO0 00000
interest of an investment accounted gobooooobooo
for using the equity method, net ogooooooo 22 (1,044) -
Profit before income tax ooooooo 889,796 776,623
Income tax expense goooo 11 (110,655) (93,656)
Profit for the year oooo 779,141 682,967
Profit attributable to: opoooo
— Owners of the Company ooooooo 656,685 569,111
— Non-controlling interests gooooa 122,456 113,856
779,141 682,967
HKS$ per HK$ per
share share
gooo ogoogo
Earnings per share for profit attributable oobooooooboooao
to the owners of the Company: opoood
Basic oo 13 0.236 0.205
Diluted oo 13 0.206 0.190

Oonsbd200000oo00ooooooooono
oo

The notes on pages 115 to 239 are an integral part of these
consolidated financial statements.
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

For the year ended
31 December
ODO00o0oOooooooog

2020 2019
goood ogoooo
HK$'000 HK$'000
god HRERE
Profit for the year goono 779,141 682,967
Other comprehensive income/(loss), net of tax ooooooOoooog
gooooo
ltems that may be subsequently reclassified to ooooooooooog
profit or loss oo
Exchange differences arising on translation of Oooooooooooo
the financial statements of foreign subsidiaries ooo0ooQooao 179,882 (41,393)
Share of other comprehensive income/(loss) of Oooopoooooooo
investments accounted for ODoO0Ooooooooo
using the equity method 63,486 (15,961)
Release of reserve upon dilution of interest ooooooooo
in an investment accounted for using Oo00oo0oo0oooooon
the equity method (409) -
ltems that will not be reclassified to profitor loss 0000000000000
Change in value of a financial asset at fairvalue 0000000000000
through other comprehensive income oooooooo = (892)
Share of other comprehensive loss of Ooooooooooood
an investment accounted for opDOooDoOo0
using the equity method (2,669) (862)
Total comprehensive income for the year, ODODO00O0O0OOCOOooDOooo
net of tax 1,019,431 623,859
Attributable to: 000
— Owners of the Company 0000000 851,684 516,172
— Non-controlling interests 00oooo 167,747 107,687
1,019,431 623,859

The notes on pages 115 to 239 are an integral part of these 011502390 0000000000000000
consolidated financial statements. oo
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2020 2019
goooa goooa
Note HK$’000 HK$'000
oo ooo ooOood
Assets oo
Non-current assets ooooao
Investment properties oooo 14 1,219 1,378
Property, plant and equipment oooooooo 15 387,318 384,456
Right-of-use assets ooooo 16 81,655 88,501
Intangible assets oooo 17 11,231 2,065
Deferred income tax assets gooooood 32 17 119
Investments accounted for using 0oooooo0oon
the equity method 22 2,404,813 2,106,737
Financial asset at fair value through oooooooooo
other comprehensive income ooooooo 18 - -
Other financial assets at amortised cost oooooooao
agooooo 25 14,332 2,914
Loan receivables good 20 54 =
Financial assets at fair value through ooooooooo
profit or loss oooo 19 542,004 288,206
Bank deposits oooao 27 6,105 -
Total non-current assets goooood 3,448,748 2,874,376
Current assets ogooo
Inventories oo 23 121,445 95,651
Other current assets oooooao 26 80,006 67,006
Other financial assets at amortised cost oooooooo
gooooo 25 88,902 98,795
Amounts due from investments accounted OO0 O0OO0O00O0O
for using the equity method ooooo 37 19,957 19,970
Loan receivables oooa 20 1,043,025 385,128
Trade and bills receivables goooooooo 24 273,894 212,174
Financial asset at fair value through ooooooooo
profit or loss oooo 19 1,036 1,712
Current income tax recoverable oooooooo 11,990 10,007
Short-term bank deposits oooooo 27 76 147
Restricted bank balance goooooao 27 880,552 671,535
Cash and cash equivalents oooooooo 27 3,747,468 3,712,567
Total current assets oooooao 6,268,351 5,274,692
Total assets gooo 9,717,099 8,149,068
Equity oo
Capital and reserves attributable to goooooooooo
owners of the Company oo
Share capital oo 28 6,942 6,942
Reserves oo 29 5,535,124 4,680,106
5,542,066 4,687,048
Non-controlling interests ooooo 825,438 591,464
Total equity oooo 6,367,504 5,278,512

The notes on pages 115 to 239 are an integral part of these 0115023900 000000000000000
consolidated financial statements. oo
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As at 31 December
goooooon

2020 2019
ooooao ooooOoo
Note HK$’000 HK$’000
oo ooo ooOood
Liabilities oo
Non-current liabilities ooooo
Written put option liabilities oooooooo 33 831,207 683,908
Lease liabilities oood 16 28,143 31,494
Deferred income tax liabilities ooooooo 32 371 522
Total non-current liabilities ooooooag 859,721 715,924
Current liabilities oooo
Trade and bills payables ooooooooo 30 526,804 439,287
Payables for payment processing oooooooooo
solutions business goooooo 30 828,619 599,389
Other payables and accruals Ooooooooooo 30 1,013,991 1,029,432
Amounts due to investments accounted godoooooooo
for using the equity method ooo 37 43,936 21,226
Current income tax liabilities ooooooa 51,189 31,905
Borrowing oo 31 S 5,577
Lease liabilities oooaog 16 25,335 27,816
Total current liabilities oooooao 2,489,874 2,154,632
Total liabilities oooo 3,349,595 2,870,556
Total equity and liabilities goooooo 9,717,099 8,149,068

The financial statements on pages 108 to 239 were approved by
the Board of Directors on 29 March 2021 and were signed on its

behalf.

XU WENSHENG
ooad
Director
oo

The notes on pages 115 to 239 are an integral part of these

consolidated financial statements.
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LI WENJIN
ooo
Director

oo
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For the year ended 31 December 20200 0 0000000000000 0O0OO

Attributable to the owners of the Company

oooooooo
Non-
Share Share  Contributed Other Exchange Retained  controlling
capital premium surplus reserves reserve earnings interests Total
oo oooao oooa ooaoao oooo oooo 0O0ooo0o oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo ooo ooo
Balance at 1 January 2020 goooooooooooo 6,942 1,063,153 168,434 434,108 (41,043) 3,055,454 591464 5278512
Comprehensive income oooo
Profit for the year oooo S S = S S 656,685 122,456 779,141
Other comprehensive l0ss gooooo
Exchange differences arising on translation of the  0O0C0O000000000000
financial statements of foreign subsidiaries oooo - - - - 134,591 - 45291 179,882
Share of other comprehensive (loss)/income of gooooooooDoo
investments accounted for using oooooooooon
the equity method - - - (2,669) 63,486 - - 60,817
Release of reserve upon dilution of interestinan 0000000000000
investment accounted for using the equity method 00000000 - - - - (409) - - (409)
Total comprehensive (loss)/income goooooooooo - - - (2,669) 197,668 656,685 167,747 1,019,431
Share of other reserves of an investment oooooooODOOOoOooD
accounted for using the equity method = S S 13,025 = - - 13,025
Deemed disposals of shares of subsidiaries (Note 34) 000000000 0700340 - - - (39,050) 1,697 - 53,698 16,345
Employees” incentive programme of ooooooDO000OO o280
a subsidiary (Note 26) = S S 21,662 = S 12529 40,191
Balance at 31 December 2020 oooobOooOOoOOooDo 6,942 1,063,153 168,434 433,076 158,322 3,712,139 825,438 6,367,504

The notes on pages 115 to 239 are an integral part of these 0115023900 000000000000000
consolidated financial statements. oo
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

oooOooooOooooo

Attributable to the owners of the Company

ooooooo

oooooooo
Non-
Share Share  Contributed Other Exchange Retained  controlling
capital premium surplus reserves reserve eamings interests Total
oo oooao oooo ooaoao oooao oooo 00oooo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo ooo ooo
Balance at 1 January 2019 goooooooooooo 6,942 1,003,153 168,434 647,029 6,312 2,486,343 193,062 4,571,275
Comprehensive income oooo
Profit for the year oooo - - - - - 569,111 113,856 682,967
Other comprehensive l0ss oooooo
Exchange differences arising on translation of the  0O0C0O000000000000
financial statements of foreign subsidiaries gooa = 5 S = (35,224) S (6,169) (41,393)
Share of other comprehensive loss of investments 000000000000
accounted for using the equity method gooooo - - - (862) (15,961) - - (16,823)
Change in value of a financial asset at fairvalue ~ 0000000000000
through other comprehensive income goooooog - - - (892) - - - (892)
Total comprehensive (loss)/income oooooOooooono - - - (1,754) (51,185) 569,111 107,687 623,859
Share of other reserves of an investment ooooooOooOOoDOOO
accounted for using the equity method - - - 12,797 - - - 12,797
Deemed disposal of shares of subsidiaries gooooooooo - - - (276,404) 3,830 - 255,328 (17,246)
Employees' incentive programme of a subsidiary ~ 00000000000 - - - 30,303 - - - 30,303
Exercise of employees” incentive programme of oooooooooO0O00DOO
a subsidiary - - - 22,137 - - 35,387 57,524
Balance at 31 December 2019 oooooOoooOoODooOo 6,942 1,063,153 168,434 434,108 (41,043) 3,055,454 591,464 5,278,512

The notes on pages 115 to 239 are an integral part of these

consolidated financial statements.
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For the year ended 31 December 20200 0 0000000000000 0O0OO

For the year ended
31 December
goob0oooooooo

2020 2019
goooa oboooo
Note HK$’000 HK$’000
oo gono oon
Cash flows from operating activities goooooooo
Cash generated from operations goooooag 35(a) 199,457 1,370,295
Interest paid oooo (2,721) (2,831)
Overseas income tax paid gooooooo (95,804) (113,002)
Net cash generated from oooooooooo
operating activities 100,932 1,254,462
Cash flows from investing activities goooooooo
Purchase of property, plant and equipment 0000000000 (222,401) (219,798)
Purchase of intangible assets gooooao (11,972) (304)
Proceeds from disposals of property, oooooooooo
plant and equipment oooo 35(b) 376 157
Proceeds from distribution from a financial DO 00000000
asset at fair value through profit or loss oooooooooo
goon 19 - 3,202
Acquisition of investments accounted for 00000000
using the equity method ooo (7,895) -
Increase in restricted bank balance goooooooo 27 (154,107) (671,535)
Dividend income received from an ooooooogo
associated company gooao 22 47,320 29,120
Interest received gooaod 70,975 53,572
Net cash used in investing activities gooooooooa (277,704) (805,586)
Cash flows from financing activities googooogoo
Net cash inflow from deemed disposals of 00000000000
shares of subsidiaries gooooo 34 95,169 659,248
Proceeds from the issuance of shares oooooooooog
in connection with exercise of o0ooooooo
share options of a subsidiary oooo - 12,270
Proceed from bank borrowing ooooooon 35(c) = 5,577
Repayment of bank borrowing oooooo 35(c) (5,623) (10,115)
Principal elements of lease payments ooooooooo 35(c) (39,338) (27,942)
Decrease in short-term bank deposits oooooooo 76 1,428
Net cash generated from financing activites 0 0 00000000 50,284 640,466
Net (decrease)/increase in cash and goooooooo
cash equivalents ooooooooao (126,488) 1,089,342
Cash and cash equivalents at beginning oooooooooo
of the year 3,712,567 2,681,475
Exchange gain/(loss) on cash and oopooooooo
cash equivalents Oo0oooOooood 161,389 (58,250)
Cash and cash equivalents atend of theyear 0 D OO0 O 00000 27 3,747,468 3,712,567

The notes on pages 115 to 239 are an integral part of these 0115023900 000000000000000
consolidated financial statements. oo

114



oooOooooOooooo ooooooo

Notes to the Consolidated Financial Statements

%o 0 WA 5w R B i

For the year ended 31 December 20200 0 0 0000000000000 0O0O

GENERAL INFORMATION

Hi Sun Technology (China) Limited (the “Company”) and its
subsidiaries (together the “Group”), are principally engaged
in the provision of payment processing solutions, sales of
information security chips and solutions, provision of platform
operation solutions, provision of financial solutions and sales of
electronic power meters and solutions.

The Company is a limited liability company incorporated in
Bermuda. The address of its registered office is Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda.

The Company is listed on The Stock Exchange of Hong Kong
Limited.

These consolidated financial statements are presented in
thousands of units of Hong Kong dollars (HK$'000), unless
otherwise stated.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.

2.1 Basis of preparation
The consolidated financial statements of the Company
have been prepared in accordance with all applicable
Hong Kong Financial Reporting Standards (“HKFRS”) and
requirements of the Hong Kong Companies Ordinance
(Cap. 622). The consolidated financial statements have
been prepared under the historical cost convention,
except for financial asset at fair value through other
comprehensive income (“FVOCI”) and financial assets
at fair value through profit or loss (“FVPL”), which are
measured at fair values.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1 Basis of preparation (Continued)

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

2.1.1 Changes in accounting policy and disclosures
(@ New and amended standards adopted by the
Group
The Group has applied the following standards
and amendments for the first time for the annual
reporting period commencing 1 January 2020:

. Definition of Material — amendments to
HKAS 1 and HKAS 8

. Definition of a Business — amendments to

HKFRS 3

. Interest Rate Benchmark Reform -
amendments to HKFRS 9, HKAS 39 and
HKFRS 7

. Revised Conceptual Framework for

Financial Reporting

The amendments listed above did not have
any impact on the amounts recognised in prior
periods and are not expected to significantly affect
the current or future periods.

(b) New standards and interpretations not yet

adopted

Certain new accounting standards and
interpretations have been published that are
not mandatory for the reporting period ended
31 December 2020. The Group has not early
adopted these new accounting standards and
interpretations in current reporting period and
is in the process of assessing their impact on
the Group’s future reporting periods and on
foreseeable future transactions.
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Principles of consolidation and equity accounting

(a)

Subsidiaries

Subsidiaries are all entities over which the Group has
control. The Group controls an entity when the Group
is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect
those returns through its power to direct the activities
of the entity. Subsidiaries are fully consolidated from
the date on which control is transferred to the Group.
They are deconsolidated from the date that control
ceases.

The acquisition method of accounting is used to
account for business combinations by the Group.

Intercompany transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the transferred asset. Accounting
policies of subsidiaries have been changed where
necessary to ensure consistency with the policies
adopted by the Group.

Non-controlling interests in the results and equity of
subsidiaries are shown separately in the consolidated
income statement, consolidated statement of
comprehensive income, consolidated statement of
changes in equity and consolidated balance sheet
respectively.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Principles of consolidation and equity accounting
(Continued)
(b) Associated companies

(c)

Associated companies are all entities over which the
Group has significant influence but not control or joint
control. This is generally the case where the Group
holds between 20% and 50% of the voting rights.
Investments in associated companies are accounted
for using the equity method of accounting (see (c)
below), after initially being recognised at cost.

Equity method

Under the equity method of accounting, the
investments are initially recognised at cost and
adjusted thereafter to recognise the Group’s share of
the post-acquisition profits or losses of the investee in
the consolidated income statement, and the Group’s
share of movements in other comprehensive income
of the investee in other comprehensive income.
Dividends received or receivable from associated
companies are recognised as a reduction in the
carrying amount of the investment.

Where the Group’s share of losses in an equity-
accounted investment equals or exceeds its interest
in the entity, including any other unsecured long-
term receivables, the Group does not recognise further
losses, unless it has incurred obligations or made
payments on behalf of the other entity.

Unrealised gains on transactions between the Group
and its associated companies are eliminated to
the extent of the Group’s interest in these entities.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of
the asset transferred. Accounting policies of equity
accounted investees have been changed where
necessary to ensure consistency with the policies
adopted by the Group.

The carrying amount of equity-accounted investments
is tested for impairment in accordance with the policy
described in Note 2.11.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 0O000000O0ODDOD
POLICIES (Continued)
2.2 Principles of consolidation and equity accounting 22 J000O0oooboboboooog
(Continued)

(d) Changes in ownership interests d ooooooon

The Group treats transactions with non-controlling
interests that do not result in a loss of control as
transactions with equity owners of the Group. A
change in ownership interest results in an adjustment
between the carrying amounts of the controlling
and non-controlling interests to reflect their relative
interests in the subsidiary. Any difference between the
amount of the adjustment to non-controlling interests
and any consideration paid or received is recognised
in a separate reserve within equity attributable to
owners of the Company.

When the Group ceases to consolidate or equity
account for an investment because of a loss of
control or significant influence, any retained
interest in the entity is remeasured to its fair value
with the change in carrying amount recognised
in the consolidated income statement. This fair
value becomes the initial carrying amount for the
purposes of subsequently accounting for the retained
interest as an associated company, joint venture or
financial asset. In addition, any amounts previously
recognised in other comprehensive income in respect
of that entity are accounted for as if the Group had
directly disposed of the related assets or liabilities.
This may mean that amounts previously recognised
in other comprehensive income are reclassified to
the consolidated income statement or transferred to
another category of equity as specified/permitted by
applicable HKFRS.

If the ownership interest in an associated company
is reduced but significant influence is retained, only
a proportionate share of the amounts previously
recognised in other comprehensive income are
reclassified to the consolidated income statement
where appropriate.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 0O0O0O0OO0OOO0OOooo
POLICIES (Continued)

2.3 Business combinations 230000

The acquisition method of accounting is used to account
for all business combinations, regardless of whether equity
instruments or other assets are acquired. The consideration
transferred for the acquisition of a subsidiary comprises
the:

e fair values of the assets transferred

e liabilities incurred to the former owners of the
acquired business

e equity interests issued by the Group

e fair value of any asset or liability resulting from a
contingent consideration arrangement, and

e fair value of any pre-existing equity interest in the
subsidiary.

Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are, with
limited exceptions, measured initially at their fair values
at the acquisition date. The Group recognises any non-
controlling interest in the acquired entity on an acquisition-
by-acquisition basis either at fair value or at the non-
controlling interest’s proportionate share of the acquired
entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred.
The excess of the
e consideration transferred,

e amount of any non-controlling interest in the acquired
entity, and

e acquisition-date fair value of any previous equity
interest in the acquired entity

over the fair value of the net identifiable assets acquired is
recorded as goodwill. If those amounts are less than the fair
value of the net identifiable assets of the business acquired,
the difference is recognised directly in the consolidated
income statement as a bargain purchase.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3

2.4

Business combinations (Continued)

Where settlement of any part of cash consideration is
deferred, the amounts payable in the future are discounted
to their present value as at the date of exchange. The
discount rate used is the entity’s incremental borrowing
rate, being the rate at which a similar borrowing could be
obtained from an independent financier under comparable
terms and conditions. Contingent consideration is classified
either as equity or a financial liability. Amounts classified
as a financial liability are subsequently remeasured to
fair value with changes in fair value recognised in the
consolidated income statement.

If the business combination is achieved in stages, the
acquisition date carrying value of the acquirer’s previously
held equity interest in the acquiree is remeasured to
fair value at the acquisition date. Any gains or losses
arising from such remeasurement are recognised in the
consolidated income statement.

Separate financial statements

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

Impairment testing of the investments in subsidiaries is
required upon receiving a dividend from these investments
if the dividend exceeds the total comprehensive income
of the subsidiary in the period the dividend is declared or
if the carrying amount of the investment in the separate
financial statements exceeds the carrying amount in the
consolidated financial statements of the investee’s net
assets including goodwill.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.5 Segment reporting
Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker,
who is responsible for allocating resources and assessing
performance of the operating segments, has been identified
as the Executive Directors that make strategic decisions.

2.6 Foreign currency translation

(a)

(b)

Functional and presentation currency

Items included in the financial statements of each of
the Group's entities are measured using the currency
of the primary economic environment in which
the entity operates (the “functional currency”). The
consolidated financial statements are presented in
Hong Kong dollars (“HK$”), which is the Company’s
functional and the Group’s presentation currency.

Transactions and balances

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

Foreign exchange gains and losses are presented in the
consolidated income statement on a net basis within
‘administrative expenses’.

Non-monetary items that are measured at fair value in
a foreign currency are translated using the exchange
rates at the date when fair value was determined.
Translation differences on assets and liabilities carried
at fair values are reported as part of the fair value
gain or loss. For example, translation differences on
non-monetary financial assets and liabilities such as
equities held at FVPL are recognised in the profit or
loss as part of the fair value gain or loss. Translation
differences on non-monetary financial assets, such
as equities classified as financial asset at FVOCI are
recognised in other comprehensive income.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 0OU0O0O00OO0DO0OO

POLICIES (Continued)

26 0000000
(o Ooooooon

2.6 Foreign currency translation (Continued)
(c) Group companies

The results and financial position of foreign operations
(none of which has the currency of a hyperinflationary
economy) that have a functional currency different
from the presentation currency are translated into the
presentation currency as follows:

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

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

(i) all resulting currency translation differences are

recognised in other comprehensive income.

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

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the
closing rate. Currency translation differences arising
are recognised in other comprehensive income.
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POLICIES (Continued)

2.6 Foreign currency translation (Continued)
(d) Disposal of foreign operation and partial disposal

26 0000000
) ooooooooooo

On the disposal of a foreign operation (that is, a
disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control
over a subsidiary that includes a foreign operation,
or a disposal involving loss of joint control over a
joint venture that includes a foreign operation, or a
disposal involving loss of significant influence over an
associated company that includes a foreign operation),
all of the currency translation differences accumulated
in equity in respect of that operation attributable to
the owners of the Company are reclassified to the
consolidated income statement.

In the case of a partial disposal that does not result
in the Group losing control over a subsidiary that
includes a foreign operation, the proportionate share
of accumulated currency translation differences are
re-attributed to non-controlling interests and are not
recognised in the consolidated income statement. For
all other partial disposals (that is, reductions in the
Group’s ownership interest in associated companies
or joint ventures that do not result in the Group losing
significant influence or joint control) the proportionate
share of the accumulated exchange difference is
reclassified to the consolidated income statement.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 0O0O0O0OOOD0OOooo
POLICIES (Continued)

2.7 Property, plant and equipment 27 0000D0O0O0d

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

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

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

Buildings 5-10%
Leasehold improvements 20% or over lease terms,
whichever is shorter
18%-33%

10%-33%

18%-25%

Office furniture and equipment
Plant and equipment
Motor vehicles

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

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

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount and
are recognised within ‘administrative expenses’ in the
consolidated income statement.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.8

2.9

Investment properties

Property that is held for long-term yields or for capital
appreciation or both, and that is not occupied by the
Group, is classified as investment property. The cost of
an investment property comprises its purchase price and
any costs directly attributable to bringing the property
to its intended use. After initial recognition, investment
properties are stated at cost less accumulated depreciation
and impairment losses.

Depreciation is calculated using the straight-line method to
allocate cost of the investment property over its estimated
useful lives, as follows:
Buildings 5%
Subsequent expenditure is included in the asset’s carrying
amount 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. All
other repairs and maintenance costs are expensed in the

consolidated income statement during the financial period
in which they are incurred.

If an investment property becomes owner occupied, it is
reclassified as property, plant and equipment.

Leasehold land (included in right-of-use assets)
Leasehold land is stated at cost less accumulated
amortisation and impairment losses. Cost represents
upfront prepayments made for the rights to use the land
for periods varying from 40 to 50 years. Amortisation of
leasehold land is expensed in the consolidated income
statement on a straight-line basis over the period of the
lease or when there is impairment, the impairment is
expensed in the consolidated income statement.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.10 Intangible assets

(a)

(b)

(c)

Goodwill

Goodwill on acquisitions of subsidiaries is included
in intangible assets. Goodwill is not amortised but it
is tested for impairment annually, or more frequently
if events or changes in circumstances indicate that
it might be impaired, and is carried at cost less
accumulated impairment losses. Gains and losses on
the disposal of an entity include the carrying amount
of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for
the purpose of impairment testing. The allocation is
made to those cash-generating units or groups of cash-
generating units that are expected to benefit from the
business combination in which the goodwill arose.
The units or groups of units are identified at the lowest
level at which goodwill is monitored for internal
management purposes, being the operating segments.

Brand name, customer list and contracts, patents

and capitalised software development costs and in-
progress technology

Separately acquired brand name, customer list
and contracts, patents and capitalised software
development costs and in-progress technology are
shown at historical cost. Brand name, customer
list and contracts, patent and capitalised software
development costs and in-progress technology
acquired in a business combination are recognised at
fair values at the date of acquisition. They have a finite
useful life and are carried at cost less accumulated
amortisation. Amortisation is calculated using the
straight-line method to allocate the cost of them over
their estimated useful lives (1.5-5 years).

Software

Acquired software are capitalised on the basis of
the costs incurred to acquire and bring to use the
specific software. These costs are amortised over their
estimated useful lives (3 to 5 years). Costs associated
with developing or maintaining computer software
programmes are recognised as an expense as incurred.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.11 Impairment of non-financial assets

Goodwill is not subject to amortisation and is tested
annually for impairment, or more frequently if events
or changes in circumstances indicate that it might be
impaired. Assets that are subjected to amortisation are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher
of an asset’s fair value less costs of disposal and value in
use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately
identifiable cash inflows which are largely independent of
the cash inflows from other assets or groups of assets (cash-
generating units). Non-financial assets other than goodwill
that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

2.12 Investments and other financial assets

(a) Classification
The Group classifies its financial assets in the
following measurement categories:

— those to be measured subsequently at fair value
(either through other comprehensive income, or
through profit or loss), and

— those to be measured at amortised cost.
The classification depends on the entity’s business

model for managing the financial assets and the
contractual terms of the cash flows.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.12 Investments and other financial assets (Continued)

(a)

(b)

(c)

Classification (Continued)

For assets measured at fair value, gains and losses
will either be recorded in the consolidated income
statement or other comprehensive income. For
investments in equity instruments that are not held
for trading, this will depend on whether the Group
has made an irrevocable election at the time of initial
recognition to account for the equity investment at
FVOCI.

The Group reclassifies debt investments when and
only when its business model for managing those
assets changes.

Recognition and derecognition

Regular way purchases and sales of financial assets are
recognised on trade-date, the date on which the Group
commits to purchase or sell the asset. Financial assets
are derecognised when the rights to receive cash flows
from the financial assets have expired or have been
transferred and the Group has transferred substantially
all the risks and rewards of ownership.

Measurement

At initial recognition, the Group measures a financial
asset at its fair value plus, in the case of a financial
asset not at FVPL, transaction costs that are directly
attributable to the acquisition of the financial asset.
Transaction costs of financial asset carried at FVPL are
expensed in the consolidated income statement.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.12 Investments and other financial assets (Continued)
(c) Measurement (Continued)

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

Debt instruments

Subsequent measurement of debt instruments depends
on the Group’s business model for managing the asset
and the cash flow characteristics of the asset. There
are three measurement categories to classify the debt
instruments:

(i) Amortised cost
Assets that are held for collection of contractual

cash flows where those cash flows represent
solely payments of principal and interest are
measured at amortised cost. Interest income
from these financial assets is included in finance
income, except for interest income generated from
loan receivables which is included in revenue,
using the effective interest rate method. Any gain
or loss arising on derecognition is recognised
directly in the consolidated income statement.
Impairment losses are presented as separate line
item in the consolidated income statement.

(i) _Fair value through other comprehensive income

Assets that are held for collection of contractual
cash flows and for selling the financial assets,
where the assets’ cash flows represent solely
payments of principal and interest, are measured
at FVOCI. Movements in the carrying amount
are taken through other comprehensive income,
except for the recognition of impairment gains
or losses, interest income and foreign exchange
gains and losses which are recognised in the
consolidated income statement. When the
financial asset is derecognised, the cumulative
gain or loss previously recognised in other
comprehensive income is reclassified from
equity to profit or loss. Interest income from
these financial assets is included in finance
income using the effective interest rate method.
Impairment expenses are presented as separate
line item in the consolidated income statement.
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.12 Investments and other financial assets (Continued)

(c) Measurement (Continued)

(d)

Debt instruments (Continued)
(iii) Fair value through profit or loss

Assets that do not meet the criteria for amortised
cost or FVOCI are measured at FVPL. A gain or
loss on a debt investment that is subsequently
measured at FVPL is recognised in the
consolidated income statement in the period in
which it arises.

Equity instruments

The Group subsequently measures all equity
investments at fair value. Where the Group’s
management has elected to present fair value
gains and losses on equity investments in other
comprehensive income, there is no subsequent
reclassification of fair value gains and losses to
the consolidated income statement following the
derecognition of the investment. Dividends from
such investments continue to be recognised in the
consolidated income statement as ‘other gains,
net’" when the Group’s right to receive payments is
established.

Changes in the fair value of financial assets at FVPL
are recognised in the consolidated income statement
as applicable. Impairment losses (and reversal of
impairment losses) on equity investments measured at
FVOCI are not reported separately from other changes
in fair value.

Impairment

The Group assesses on a forward looking basis the
expected credit losses (“ECL”) associated with its debt
instruments carried at amortised cost. The impairment
methodology applied depends on whether there has
been a significant increase in credit risk.

For trade receivables, the Group applies the simplified
approach permitted by HKFRS 9 Financial Instruments
(“HKFRS 9”), which requires expected lifetime losses
to be recognised from initial recognition of the
receivables.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 0OU0O000OO0ODO0OO

POLICIES (Continued)

2.13 Offsetting financial instruments 213000000

No financial assets and financial liabilities were subject
to offsetting, enforceable master netting arrangements and
similar arrangements as at 31 December 2020 and 2019.
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2.14 Inventories 2.140 0

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods and work in
progress comprises raw materials, direct labour cost and
related production overheads (based on normal operating
capacity). Net realisable value is the estimated selling price
in the ordinary course of business, less applicable variable
selling expenses.

2.15 Trade, bills and other receivables

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

Trade receivables are recognised initially at the amount
of consideration that is unconditional unless they
contain significant financing components, when they
are recognised at fair value. The Group holds the trade
receivables with the objective to collect the contractual
cash flows and therefore measures them subsequently
at amortised cost using the effective interest method less
provision for impairment.

When a trade receivable is uncollectible, it is written
off against the allowance account for trade receivables.
Subsequent recoveries of amounts previously written
off are credited against ‘credit impairment loss” in the
consolidated income statement.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.16 Cash and cash equivalents
In the consolidated cash flow statement, cash and cash
equivalents include cash in hand, deposits held at call with
banks and other short-term highly liquid investments with
original maturities of three months or less.

2.17 Share capital
Ordinary shares are classified as equity. Incremental costs
directly attributable to the issue of new shares or options
are shown in equity as a deduction, net of tax, from the
proceeds.

2.18 Written put option liabilities

The Group has a written put option over the equity of a
subsidiary which permit the holder to put their shares in
the subsidiary back to the Group at an agreed price on
specified dates over a three year period. The amount that
may become payable under the option on exercise is
initially recognised at the present value of the redemption
amount within ‘written put option liabilities’ with a
corresponding charge directly to equity within ‘other
reserves’.

The liability is subsequently accreted through finance
charges up to the redemption amount that is payable at
the date at which the option becomes exercisable. In the
event that the option expires unexercised, the liability is
derecognised with a corresponding adjustment to equity.

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

Trade and other payables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.20 Borrowings

Borrowings are initially recognised at fair values, net of
transaction costs incurred. Borrowings are subsequently
measured at amortised cost. Any difference between the
proceeds (net of transaction costs) and the redemption
amount is recognised in consolidated income statement
over the period of the borrowings using the effective
interest method. Fees paid on the establishment of loan
facilities are recognised as transaction costs of the loan to
the extent that it is probable that some or all of the facility
will be drawn down. In this case, the fee is deferred until
the draw down occurs. To the extent there is no evidence
that it is probable that some or all of the facility will be
drawn down, the fee is capitalised as a prepayment for
liquidity services and amortised over the period of the
facility to which it relates.

Borrowings are removed from the consolidated balance
sheet when the obligation specified in the contract
is discharged, cancelled or expired. The difference
between the carrying amount of a financial liability that
has been extinguished or transferred to another party
and the consideration paid, including any non-cash
assets transferred or liabilities assumed, is recognised in
consolidated income statement as finance costs.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the reporting period.

2.21 Current and deferred income tax

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the consolidated income
statement, except to the extent that it relates to items
recognised in other comprehensive income or directly
in equity. In this case the tax is also recognised in other
comprehensive income or directly in equity, respectively.

(a) Current income tax

The current income tax charge is calculated on the
basis of the tax laws enacted or substantively enacted
at the balance sheet date in the countries where the
Company’s subsidiaries operate and generate taxable
income. Management periodically evaluates positions
taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation
and considers whether it is probable that a taxation
authority will accept an uncertain tax treatment. The
Group measures its tax balances either based on the
most likely amount or the expected value, depending
on which method provides a better prediction of the
resolution of the uncertainty.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.21 Current and deferred income tax (Continued)

®)

(c)

Deferred income tax

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

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

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

Offsetting

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

2.22 Employee benefits

(a)

(b)

Employee leave entitlements

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 balance
sheet date.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

Pension obligations

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the
“Pension Scheme”) set up pursuant to the Mandatory
Provident Fund Schemes Ordinance, for all of its
employees in Hong Kong. Contributions are made
based on a percentage of the employees” basic salaries
and are charged to the consolidated income statement
as they become payable in accordance with the rules
of the Pension Scheme. The assets of the Pension
Scheme are held separately from those of the Group
in an independently administrated fund. The Group’s
employer contributions vest fully with the employees
when contributed to the Pension Scheme, except for
the Group’s employer voluntary contributions, which
are refunded to the Group when the employee leaves
employment prior to vesting fully in the contributions,
in accordance with the rules of the Pension Scheme.

The Group has no further payment obligations once
the contributions have been paid. The contributions
are recognised as an employee benefit expense when
they are due. Prepaid contributions are recognised as
an asset to the extent that a cash refund or a reduction
in the future payments is available.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.22 Employee benefits (Continued)
(b) Pension obligations (Continued)

The Group companies in the People’s Republic of
China (the “PRC") participate in defined contribution
retirement benefit plans organised by relevant
government authorities for its employees in the
PRC and contribute to these plans based on certain
percentage of the salaries of the employees on a
monthly basis, up to a maximum fixed monetary
amount, as stipulated by the relevant government
authorities. The government authorities undertake to
assume the retirement benefit obligations of these
employees under these plans. Contributions to these
retirement benefits schemes are charged to the
consolidated income statement as incurred.

(c) Profit sharing and bonus plans

The Group recognises a liability and an expense for
bonuses and profit-sharing, based on a formula that
takes into consideration the profit attributable to the
Company’s shareholders after certain adjustments.
The Group recognises a provision where contractually
obliged or where there is a past practice that has
created a constructive obligation.

2.23 Share-based payments

Equity-settled share-based payment transactions
Subsidiaries of the Group operate equity-settled share-
based compensation plans, under which the entity receives
services from employees as consideration for equity
instruments (options) of the Group. The fair value of the
employee services received in exchange for the grant of the
options is recognised as an expense. The total amount to be
expensed is determined by reference to the fair value of the
options granted:

e including any market performance conditions;

e excluding the impact of any service and non-
market performance vesting conditions (for example,
remaining an employee of the entity over a specified

time period); and

e including the impact of any non-vesting conditions.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.23 Share-based payments (Continued)

Equity-settled share-based payment transactions
(Continued)

The total expense is recognised over the vesting period
which is the period over which all of the specified vesting
conditions are to be satisfied.

At the end of each reporting period, the Group revises
its estimates of the number of options that are expected
to vest based on the non-marketing performance and
service conditions. It recognises the impact of the revision
to original estimates, if any, in the consolidated income
statement, with a corresponding adjustment to equity.

When the options are exercised, the subsidiaries issue
new shares. The difference between the proceeds received
and the change in non-controlling interest is recognised in
consolidated statement of changes in equity.

When the options are cancelled during the vesting
period, the Group recognises immediately the amount
that otherwise would have been recognised for services
received over the remainder of the vesting period.

When the options are modified, the Group will include the
incremental fair value granted in the measurement of the
amount recognised for services received as consideration
for the equity instruments granted. The incremental fair
value granted is the difference between the fair value of
the modified equity instrument and that of the original
equity instrument, both estimated as at the date of the
modification. If the modification occurs during the vesting
period, the incremental fair value granted is included in
the measurement of the amount recognised for services
received over the period from the modification date until
the date when the modified equity instruments vest, in
addition to the amount based on the grant date fair value
of the original equity instruments, which is recognised
over the remainder of the original vesting period. If the
modification occurs after vesting date, the incremental fair
value granted is recognised immediately.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 0O0OO0OUOO0OU0OOooDO
POLICIES (Continued)

2.24 Provisions 2.240 0

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events;
it is probable that an outflow of resources will be required
to settle the obligation; and the amount has been reliably
estimated.

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

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

2.25 Revenue recognition

(a) Sales of goods

The Group engaged in sales of information
security chips and electronic power meters. Sales
are recognised when control of the products has
transferred, being when the products are delivered
to the customers, the customer has accepted the
products, the collection of the related consideration
is probable and there is no unfulfilled obligation
that could affect the customer’s acceptance of the
products.

A receivable is recognised when the goods are
delivered as this is the point in time that the
consideration is unconditional because only the
passage of time is required before the payment is due.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.25 Revenue recognition (Continued)
(b) Provision of services

The Group recognises revenue from its payment
processing solutions business when services are
rendered which coincide with the verification of the
underlying transactions of the merchants (customers
of the Group) by the relevant banks and financial
institutions. Revenue from early settlement services
is recognised when the services are rendered, which
generally coincide when the settlement has been
completed.

The Group engaged in provision of platform operation
solutions services and financial solutions services.
Revenue from providing services is recognised in the
accounting period in which the services are rendered.
For fixed-price contracts, revenue is recognised based
on the actual service provided using the percentage
of completion method, because the customer receives
and uses the benefits simultaneously.

If circumstances arise that may change the original
estimates of revenues or costs, estimates are revised.
These revisions may result in increases or decreases
in estimated revenues or costs and are reflected in the
consolidated income statement in the period in which
the circumstances that give rise to the revision become
known by management.

Some contracts include multiple deliverables, such
as the provision of financial solutions and related
maintenance services. The related maintenance
services are accounted for as a separate performance
obligation. Where the contracts include multiple
performance obligations, the transaction price will be
allocated to each performance obligation based on
the stand-alone selling prices. If contracts include the
maintenance services, revenue for the maintenance
services is recognised based on the actual service
provided, using the straight-line basis over the terms of
contracts, because the customer receives and uses the
benefit simultaneously.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.25 Revenue recognition (Continued)

(b)

(c)

(d)

Provision of services (Continued)

If the contract includes a monthly fee, revenue is
recognised in the amount to which the Group has a
right to invoice. Customers are invoiced on a monthly
basis and consideration is payable when invoiced.

Interest revenue

The Group is also engaged in a micro-lending and
factoring business. Interest income is recognised and
accrued using the effective interest method. When a
loan receivable is credit impaired, the Group reduces
the carrying amount to its recoverable amount, being
the estimated future cash flow discounted at the
original effective interest rate of the instrument, and
continues unwinding the discount as interest income.
Interest income on credit impaired loan receivables
are recognised using the original effective interest rate.

Contract liabilities — receipt in advances

A contract liability is recognised when a customer
pays consideration, or is contractually required to pay
consideration and the amount is already due, before
the Group recognises the related revenue. The Group
recognised its contract liabilities under other payables
and accruals as receipt in advance from customers in
the consolidated balance sheet.

2.26 Other income
Interest income on financial assets at amortised cost,

except loan receivables from micro-lending and factoring

business, calculated using the effective interest method is
recognised in the consolidated income statement as part of
other income.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.27 Dividend income

Dividends are received from financial asset at FVPL and
financial asset at FVOCI. Dividends are recognised as
‘other gains, net’ in the consolidated income statement
when the right to receive payment is established. This
applies even if they are paid out of pre-acquisition profits,
unless the dividend clearly represents a recovery of part
of the cost of an investment. In this case, the dividend is
recognised in other comprehensive income if it relates
to an investment measured at FVOCI. However, the
investment may need to be tested for impairment as a
consequence.

2.28 Leases

Leases are recognised as a right-of-use asset and a
corresponding liability at the date at which the leased asset
is available for use by the Group.

Contracts may contain both lease and non-lease
components. The group allocates the consideration in the
contract to the lease and non-lease components based on
their relative stand-alone prices.

Lease terms are negotiated on an individual basis and
contain a wide range of different terms and conditions. The
lease agreements do not impose any covenants other than
the security interests in the leased assets that are held by
the lessor. Leased assets may not be used as security for
borrowing purposes.

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

The lease payments are discounted using the interest
rate implicit in the lease. 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 asset 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.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 0O0OO0OUOO0OU0OOooDO
POLICIES (Continued)

2.28 Leases (Continued) 22800000

Lease payments are allocated between principal
and finance cost. The finance cost is charged to the
consolidated income statement over the lease period so
as to produce a constant periodic rate of interest on the
remaining balance of the liability for each period.

Right-of-use assets are measured at cost comprising the
amount of the initial measurement of lease liability and any
initial direct costs.

Right-of-use assets are generally depreciated over the
shorter of the asset’s useful life and the lease term on
a straight-line basis. If the Group is reasonably certain
to exercise a purchase option, the right-of-use asset is
depreciated over the underlying asset’s useful life.

Payments associated with short-term leases of premises
are recognised on a straight-line basis as an expense in
the consolidated income statement. Short-term leases are
leases with a lease term of 12 months or less.

Lease income from operating leases where the Group is
a lessor is recognised in income on a straight-line basis
over the lease term (Note 14). Initial direct costs incurred
in obtaining an operating lease are added to the carrying
amount of the underlying asset and recognised as expense
over the lease term on the same basis as lease income. The
respective leased assets are included in the consolidated
balance sheet based on their nature. The Group did not
need to make any adjustments to the accounting for assets
held as lessor as a result of adopting the new leasing
standard.

2.29 Government grants

Grants from the government for high-tech companies are
recognised in ‘other income’ in the consolidated income
statements at their fair value where there is a reasonable
assurance that the grant will be received and the Group
will comply with all the attached conditions.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.30 Research and development

Research expenditure is expensed as incurred. Costs
incurred on development projects (relating to the design
and testing of new or improved products) are recognised
as intangible assets when it is probable that the project will
be a success considering its commercial and technological
feasibility, costs can be measured reliably, there is an
intention to complete and use it, there is an ability to use
it, there will be a probable future economic benefits inflow
and there are adequate resources to complete and use it.
Other development expenditures are expensed as incurred.
Development costs previously recognised as an expense
are not recognised as an asset in a subsequent period.

2.31 Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s and the Company’s
financial statements in the period in which the dividends
are approved by the Company’s shareholders or directors,
where appropriate.

3 FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including currency risk, fair value interest
rate risk, cash flow interest rate risk and price risk), credit
risk and liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on
the financial performance.

Risk management is carried out by the Board of Directors.
The directors identified and evaluated financial risks in
close co-operation with the operating units of the Group.
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)
(a) Market risk

0]

Foreign exchange risk

The Group's foreign currency transactions are
mainly denominated in Renminbi (“RMB”), HK$,
Japanese Yen (“JPY”) and US dollars (“US$”). The
majority of assets and liabilities are denominated
in RMB, HK$, JPY and US$, and there are no
significant assets and liabilities denominated in
other currencies. The Group is subject to foreign
exchange rate risk arising from future commercial
transactions and recognised assets and liabilities
which are denominated in a currency other than
HK$ or RMB, which are the functional currencies
of the major operating companies within the
Group. The Group currently does not hedge its
foreign currency exposure.

As HK$ is pegged to US$, management believes
that the exchange rate risk for translations
between HK$ and US$ do not have material
impact to the Group. The exchange rate of RMB
to HK$ is subject to the rules and regulations of
foreign exchange control promulgated by the
PRC government. The Group manages its foreign
currency risk by closely monitoring the movement
of the foreign currency rates.

For companies with HK$ as their functional
currency

At 31 December 2020, if RMB had weakened/
strengthened by 5% against the HK$ with all other
variables held constant, post-tax profit for the year
would have been approximately HK$2,461,000
higher/lower (2019: HK$623,000) higher/lower,
mainly as a result of the foreign exchange
difference on translation of RMB denominated

current accounts with group companies.

As at 31 December 2020, if JPY had weakened/
strengthened by 1% against the HK$ with all other
variables held constant, post-tax profit for the year
would have been approximately HK$697,000
(2019: HK$1,162,000) lower/higher, mainly as
a result of the foreign exchange difference on
translation of JPY denominated cash and cash
equivalents.
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)
(a) Market risk (Continued)

(i)

(i)

(iii

=

Foreign exchange risk (Continued)

For companies with RMB as their functional
currency

At 31 December 2020, if HK$ had weakened/
strengthened by 5% against the RMB with all
other variables held constant, post-tax profit
for the year would have been approximately
HK$4,816,000 (2019: HK$4,983,000) higher/
lower, mainly as a result of the foreign exchange

difference on translation of HK$ denominated
current accounts with group companies.

At 31 December 2020, if US$ had weakened/
strengthened by 5% against the RMB with all
other variables held constant, post-tax profit
for the year would have been approximately
HK$180,000 (2019: HK$203,000) lower/higher,
mainly as a result of the foreign exchange
difference on translation of US$ denominated
cash and cash equivalents as well as the current
accounts with group companies.

Price risk
The Group is not exposed to commodity price
risk.

Cash flow and fair value interest rate risk

Interest rate risk relates to the risk that the fair
value or cash flows of a financial instrument will
fluctuate because of changes in market interest
rates. Financial instruments at variable rates
expose the Group to cash flow interest rate risk.
Financial instruments at fixed rates expose the
Group to fair value interest rate risk. The Group’s
interest rate risk arises mainly from bank deposits
and cash and cash equivalents. Other financial
assets and financial liabilities are non-interest-
bearing and are measured at amortised cost.
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3.1 Financial risk factors (Continued)
(a) Market risk (Continued)

(iii) Cash flow and fair value interest rate risk

(Continued)

At 31 December 2020, if interest rates on
interest-bearing bank deposits and cash and cash
equivalents had been 100 basis points higher/
lower with all other variables held constant, post-
tax profit for the year of the Group would have
been approximately HK$37,536,000 (2019:
HK$37,126,000) higher/lower due to interest
income earned on market interest rate.

(b) Credit risk

Credit risk arises from other financial assets at
amortised cost, loan receivables, financial assets at
FVPL, amounts due from investments accounted for
using the equity method, trade and bills receivables,
bank deposits, restricted bank balance and cash and
cash equivalents.

The carrying amounts of other financial assets at
amortised cost, loan receivables, financial assets at
FVPL, amounts due from investments accounted for
using the equity method, trade and bills receivables,
bank deposits, restricted bank balance and cash and
cash equivalents represent the Group’s maximum
exposure to credit risk in relation to financial assets.

(i) Risk management
To manage this risk, deposits of the Group
are mainly placed with state-owned financial
institutions and reputable banks. The Group has
policies in place to ensure that sales are made
to reputable and creditworthy customers with
an appropriate financial strength, credit history
and appropriate percentage of down payments.
It also has other monitoring procedures to ensure
that follow-up action is taken to recover overdue

debts.
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)

(i)

Risk management (Continued)

In addition, the Group reviews regularly the
authorisation of credit limits to individual
customers and recoverable amount of each
individual trade receivables to ensure the
adequate impairment losses are made for
irrecoverable amounts.

For its micro-lending and factoring business,
the Group leverages on its proprietary credit
risk management and fraud prevention system
while it also has established a comprehensive
credit risk management process which include
credit origination, credit review, credit approval,
disbursement, post-disbursement monitoring, and
collection.

Management considers the credit risk for amounts
due from investments accounted for using the
equity method to be minimal after considering the
financial condition of the entities. Management
has performed assessment over the recoverability
of the balances and management does not
expect any losses from non-performance by these
entities.

The Group has concentration of credit risk. Sales
of goods and services to the largest customer
accounted for 3% (2019: 4%) for the total
revenue, and top five customers constituted 9%
(2019: 9%) of the Group’s turnover for the year
ended 31 December 2020. They accounted for
approximately 55% (2019: 29%) of the gross
trade receivable balances as at 31 December
2020. Collections of outstanding receivable
balances are closely monitored on an ongoing
basis to minimise such credit risk.
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3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
(ii) Impairment of financial assets (ii)

Trade receivables and amounts due from
investments accounted for using the equity
method for sales of goods of the Group and from
the provision of services and loan receivables
are subject to the ECL model. While cash and
cash equivalents, restricted bank balance,
bank deposits and other financial assets at
amortised cost are also subject to the impairment
requirements of HKFRS 9, the identified
impairment loss was immaterial.

Trade receivables and amounts due from
investments accounted for using the equity
method

The Group applies the HKFRS 9 simplified
approach to measuring ECL which uses a lifetime
expected loss allowance for all trade receivables
and amounts due from investments accounted
for using the equity method. The Group measures
the ECL on a combination of both individual and
collective basis.

Receivables relating to customers with known
financial difficulties or significant doubt on
collection of receivables are assessed individually
for provision for impairment allowance. The
Group also estimates the provision for ECL on a
collective basis by grouping the trade receivables
and amounts due from investments accounted
for using the equity method based on shared
credit loss risk characteristics and collectively
assessed for likelihood of recovery, and applying
ECL rates to respective gross carrying amounts of
the receivables. The ECL rates are based on the
external credit ratings of individual customers
with reference to credit rating agencies or
historical credit losses experienced up to 3 years
and are adjusted to reflect current and forward
looking information on factors affecting the
ability of the customers to settle the receivables.
Credit ratings are periodically monitored. As at
31 December 2020, the ECL of these collectively
assessed receivable balances was HK$9,160,000
(2019: HK$14,851,000) based on expected loss
rates up to 44.1% (2019: 53.4%) applied on
different groupings.
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For the year ended 31 December 20200 0 0000000000000 0O0OO

3 FINANCIAL RISK MANAGEMENT (Continued) 3 000000Oooo
3.1 Financial risk factors (Continued) 31 000000000
(b) Credit risk (Continued) b) OOoooooo

(i) Impairment of financial assets (Continued) (i) OO0O0DoOOobOoOoo

Trade receivables and amounts due from
investments accounted for using the equity
method (Continued)

Impairment losses on trade receivables and
amounts due from investments accounted for
using the equity method are presented as ‘credit
impairment loss” in the consolidated income
statement. When a receivable is uncollectible, it
is written off against the allowance account for
receivables. Subsequent recoveries of amounts
previously written off are credited against the
same line item.

Loan receivables

The Group estimates the ECL under HKFRS 9
ECL models. The Group assesses whether the
credit risk of loan receivables have increased
significantly since their initial recognition, and
apply a three-stage impairment model to calculate
their ECL, the management assesses impairment
loss using the risk parameter modelling approach
that incorporates key measurement parameters,
including probability of default, loss given default
and exposure at default, with the consideration of
forward-looking information.

Loan receivables are categorised into the
following stages by the Group:

Stage 1
Loan receivables have not experienced a

significant increase in credit risk since origination
and impairment is recognised on the basis of 12
months ECL (12-month ECLs).

Stage 2
Loan receivables to customers have experienced a

significant increase in credit risk since origination
and impairment is recognised on the basis of
lifetime ECL (Lifetime ECLs non credit-impaired).

Stage 3
Loan receivables that are in default and

considered credit impaired (Lifetime ECLs credit
impaired).
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

3 FINANCIAL RISK MANAGEMENT (Continued) 3 UbO0U00O0Oooo

31000000000
) ooooooo
(i) OooooooDbo

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
(ii) Impairment of financial assets (Continued)

Loan receivables (Continued)

In assessing whether the credit risk of a loan
receivables has increased significantly since initial
recognition, the Group compares the risk of

default occurring on the loan receivables assessed
at the reporting date with that assessed at the date
of initial recognition. In making this reassessment,
the Group considers that a default event occurs
when (i) the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse
by the Group to actions such as realising security
(if any is held); or (ii) the financial asset is past
due for more than 90 days. The Group considers
both quantitative and qualitative information that
is reasonable and supportable, including historical
experience and forward-looking information that
is available without undue cost or effort.

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

— an actual or expected significant deterioration
in a loan receivable’s external or internal
credit rating (if available);

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

— the financial asset is past due.

As at 31 December 2020, the provision
for impairment of loan receivables was
HK$44,940,000 (2019: HK$43,240,000) based
on expected loss rates up to 100% applied to
different stages. The impairment policy of loan
receivables was disclosed in Note 2.12.
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For the year ended 31 December 20200 0 0000000000000 0O0OO
3 FINANCIAL RISK MANAGEMENT (Continued) 3 DO00OD00OD0ODoo

31 000ooboboaog
) ooooooo

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)

(ii) Impairment of financial assets (Continued)
Cash and cash equivalents, restricted bank
balance, financial assets at FVPL, bills receivables
bank deposits and other financial assets at
amortised cost

Note 2.12 described the impairment policy
of cash and cash equivalents, restricted bank
balance, bank deposits, financial assets at FVPL,
bills receivables and other financial assets at
amortised cost. There is no loss allowance for
these assets at amortised cost as at 31 December
2020 (2019: same).

(c) Liquidity risk

With prudent liquidity risk management, the Group
aims to maintain sufficient cash and cash equivalents
and ensure the availability of funding through an
adequate amount of available financing, including
short-term bank borrowing. Due to the dynamic
nature of the underlying businesses, the Group’s
finance department maintains flexibility in funding
by maintaining adequate amount of cash and cash
equivalents and flexibility in funding through having
available sources of financing.

Surplus cash held by the operating entities over
and above balance required for working capital
management are transferred to interest bearing bank
deposits with appropriate maturities to manage its
overall liquidity position. As at 31 December 2020,
the Group maintained cash and cash equivalents of
HK$3,747,468,000 (2019: HK$3,712,567,000) that is
expected to be readily available and sufficient to meet
the cash outflows of its financial liabilities, hence
management considers that the Group’s exposure to
liquidity risk is not significant.

As at 31 December 2020, the Group’s total available
and unutilised banking facilities amounted to
approximately HK$25,944,000. As at 31 December
2019, the Group’s total available banking facilities
amounted to approximately HK$17,847,000 of which
HK$5,577,000 has been utilised.
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

3 FINANCIAL RISK MANAGEMENT (Continued) 3 000000Oooo
3.1 Financial risk factors (Continued) 3.1 000000000
(c) Liquidity risk (Continued) c OOOOOoJo0
The table below analyses the Group’s financial 00000000 0o0ooOoooOo
liabilities into relevant maturity groupings based on oooooo0ooOoooooooo
their contractual maturities for: ooooo
(a) all non-derivative financial liabilities, and @ O0O0OOOOOOoOooo
(b) a derivative financial instrument for which by OOOOODOOOODOOOOO
the contractual maturities are essential for an O0o0oDoooooooooo

understanding of the timing of the cash flows.

The amounts disclosed in the table are the contractual O0O000O00O00OO0O0oO0ooon
undiscounted cash flows. Balances due within 12 O0Oo0O0oO00OOoOooooooi200
months equal their carrying balances, as the impact of 000000000000 000

discounting is not significant.

Between Between

Less than 1 and 2 and
1 year 2 years 5 years Total
opbo0O0 0000 DbOooo o0

HK$'000 HK$000 HK$000 HK$'000
ogad ooad oon oon

At 31 December 2020 oooood
goooooo
Trade and bills payables ooo00oOooooo 526,804 = = 526,804
Payables for payment oooooooooo
processing solutions ooooooo
business 828,619 - - 828,619
Other payables and accruals 0000000
gooo 954,066 - - 954,066
Amounts due to investments 000000000
accounted for using the ooooo
equity method 43,936 - - 43,936
Lease liabilities gooo 26,459 20,999 8,381 55,839
Written put option liabilites oooooooao
(Note 33) oonos3o S - 976,566 976,566
Total oad 2,379,884 20,999 984,947 3,385,830
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For the year ended 31 December 20200 0 0000000000000 0O0OO

3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)
(c) Liquidity risk (Continued)

3 000000Oooo

31000000000

(o OOoooooojon

Between  Between
Less than 1 and 2 and
1 year 2 years 5 years Total
oo O0O0oo oooo oo
HK$'000 HK$'000 HK$'000 HK$'000
ogod ood ooo oo
At 31 December 2019 oooooao
gooooboao
Trade and bills payables ooooooooao 439,287 = - 439,287
Payables for payment oooooooooo
processing solutions oboooooo
business 599,389 = - 599,389
Other payables and accruals 0000000
goon 903,508 - - 903,508
Amounts due to investments goooooboo
accounted for using the ooooo
equity method 21,226 - 21,226
Borrowing oag 5,832 - - 5,832
Lease liabilities gooo 29,046 21,640 11,254 61,940
Written put option liabilites 00000000
(Note 33) 000330 - — 852,188 852,188
Total uad 1,998,288 21,640 863,442 2,883,370

3.2 Capital risk management

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

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

The Group monitors capital on the basis of gearing ratio.
This ratio is calculated as total debt divided by total
capital. Total debt includes borrowing, lease liabilities and
written put option liabilities of the Group. Total capital is
calculated as ‘equity” as shown in the consolidated balance
sheet plus total debt.
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

3 FINANCIAL RISK MANAGEMENT (Continued) 3 UbO0U00O0Oooo
3.2 Capital risk management (Continued) 32000000000
As at 31 December 2020 and 2019, the gearing ratio was 0000000000 000DO0O00O0
as follows: ooooooooOooo

As at 31 December
gooooooo

2020 2019
ogooon goooo
HK$’000 HK$'000
oon ooo
Borrowing (Note 31) oovoosrg = 5,577
Lease liabilities (Note 16) oooouooied 53,478 59,310
Written put option liabilities (Note 33) 0 0 000000000330 831,207 683,908
Total debt ggooad 884,685 748,795
Total equity gooo 6,367,504 5,278,512
Total capital oggd 7,252,189 6,027,307
Gearing ratio oooood 12.2% 12.4%
3.3 Fair value estimation 3300000
(@) Fair value hierarchy (@ OO0O000
The table below analyses the Group’s financial 000000000000 00DO0
instruments carried at fair values as at 31 December 000O00DD0OO0O0OD0OO0OO0O0OO0
2020 and 2019 by level of the inputs to valuation 000D00D0O0O000O0O0O0DO
techniques used to measure fair values. Such inputs 000DO00DDOo0DOOooooooo
are categorised into three levels within a fair value 0000000000000 000
hierarchy as follows: oooooooo
e Quoted prices (unadjusted) in active markets for e« 000DOOODODODDOOOO
identical assets or liabilities (level 1). 0000O0ODOO00m
e Inputs other than quoted prices included within e« 0O0DOODDOODODOOOD
level 1 that are observable for the asset or liability, 00000000000 O0ooog
either directly (that is, as prices) or indirectly (that 00000 0o0o0mmooooo
is, derived from prices) (level 2). oom
e Inputs for the asset or liability that are not based e« 0DODODOOOOODOOO
on observable market data (that is, unobservable oo0o0oooooooooooo
inputs) (level 3). 000000 0ODmOO00m
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For the year ended 31 December 20200 0 0000000000000 0O0OO

3 FINANCIAL RISK MANAGEMENT (Continued) 3 000000Oooo
3.3 Fair value estimation (Continued) 3300000000
(a) Fair value hierarchy (Continued) @ O0000000
The following table presents the Group’s assets that oo0o0oO0o0oO0o0oO0O0ooOooooa
were measured at fair values at 31 December 2020. Oo0o0ooooooocoooo
Level 1 Level 2 Level 3 Total
Oooo ooo ogoo o0

HK$'000 HK$'000 HK$000 HK$'000
ogad goad ooo oon

Assets oo
Financial assets at FVPL goooooooo
gooo
— Unlisted investment fund ogoooood - - 123,480 123,480
— Unlisted convertible ooooood
preference shares ooo - - 418,524 418,524

— Listed trading securities oooooon 1,036 = = 1,036

Total oa 1,036 - 542,004 543,040

O

ooooOoocOoooOoooooa
ooooooooooooo

The following table presents the Group’s assets that
were measured at fair values at 31 December 2019.

[}

Level 1 Level 2 Level 3 Total
ooo ooo ooo 0o
HK$'000 HK$'000 HK$'000 HK$'000
ogoo goo ogo oo

Assets oo
Financial assets at FVPL goooooood
aooo
— Unlisted investment fund ogoooooaon - - 122,093 122,093
— Unlisted convertible ooooooo
preference shares ooao = = 166,113 166,113

— Listed trading securities ooooooag 1,712 = = 1,712
Total oo 1,712 - 288,206 289,918
There were no significant transfers of financial assets 00000 o0o0OO0oO0DoOooOoo
between the fair value hierarchy classifications during 0000000000 0O0OO0om

the year (2019: same).
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

3 FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation (Continued)
(a) Fair value hierarchy (Continued)

(i)

(iii)

Financial instruments in level 1

The fair value of financial instruments traded in
active markets (such as publicly traded derivatives,
and trading and equity securities) is based on
quoted market prices at the balance sheet date.
The quoted market price used for financial assets
held by the Group is the current bid price. These
instruments are included in level 1.

Financial instruments in level 2

The fair value of financial instruments that are
not traded in an active market (for example,
over-the-counter derivatives) is determined by
using valuation techniques which maximise
the use of observable market data and rely as
little as possible on entity-specific estimates. If
all significant inputs required to fair value an
instrument are observable, the instrument is
included in level 2.

Financial instruments in level 3

If one or more of the significant inputs is not
based on observable market data, the instrument
is included in level 3. This is the case for unlisted
equity security, unlisted investment fund and
unlisted convertible preference shares.

3 00ad
33000
@ O
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(ii)

(iii
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For the year ended 31 December 20200 0 0000000000000 0O0OO
3 FINANCIAL RISK MANAGEMENT (Continued) 3 DO00OD00OD0ODoo

33000oooon
o) ooooooooooog

3.3 Fair value estimation (Continued)
(b) Valuation techniques used to determine fair values

The Group's finance department includes a team that
performs the valuations of financial assets required
for financial reporting purposes, including level 3
fair values. As part of the valuation process, this team
reports directly to the chief financial officer (“CFO”)
and external valuers will be engaged, if necessary.

In applying the discounted cash flow technique,
management has taken into account the estimated
amount that the Group would receive to sell the
instrument at the balance sheet date, taking into
account current interest rates and the current credit
worthiness of the counterparties. Where discounted
cash flow techniques are used, estimated future cash
flows are based on management’s best estimates and
the discount rate is a market related rate for a similar
instrument at the balance sheet date.

(c) Fair value measurements using 5igniﬁcant

unobservable inputs (level 3)
Specific valuation techniques used to value level
3 financial instruments include techniques such as
discounted cash flow analysis and net asset value
model. There are no changes in valuation techniques
during the year (2019: same).
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

FINANCIAL RISK MANAGEMENT (Continued) 3 DO00OD0O0OD0ODoo
3.3 Fair value estimation (Continued) 3300000000
(c) Fair value measurements using significant c OO0O0OO000000000000
unobservable inputs (level 3) (Continued) ooooooomoo
The following table presents the changes in level 3 oooooOoOoooooOooo
financial instruments for the year ended 31 December 0000000000000 000
2020: oo

Financial assets at
fair value through
profit or loss

goooooooo
oooo
- unlisted
convertible - unlisted
preference investment
shares fund Total
gooo gooa
gooooo oooo oo
HK$'000 HK$'000 HK$'000
goo goo goao
Balance at 1 January 2020 gopooocooooo
gg 166,113 122,093 288,206
Fair value gains/(losses) on ooooooooo
revaluation recognised in the ooooooooooOoon
consolidated income statement 252,411 (6,545) 245,866
Exchange realignment oooo - 7,932 7,932
Balance at 31 December 2020 oooooo
ooooooooon 418,524 123,480 542,004
Unrealised gains/(losses) recognisedin 0 0000000000000
the consolidated income statement 0000000000000
attributable to balances held atthe ~ 0000
end of the reporting period 252,411 (6,545) 245,866

4150



160

HI SUN TECHNOLOGY (CHINA) LIMITED

ANNUAL REPORT 2020

Notes to the Consolidated Financial Statements

Gk o W B Rk sk

For the year ended 31 December 20200 0 0000000000000 0O0OO

3 FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation (Continued)
(c) Fair value measurements using significant
unobservable inputs (level 3) (Continued)

The following table presents the changes in level 3
financial instruments for the year ended 31 December

3 000000Oooo

33000oooon

o Ooooooooooooooon

ooooooomon

uobobooobooboboobann
goobOoooooboooooonn

2019: oo
Financial asset
at fair value
Financial assets at through other
fair value through comprehensive
profit or loss income
oooo
gobooo
ooooobooo goo
gooao oooo
- unlisted
convertible - unlisted - unlisted
preference investment equity
shares fund security Total
goono ooono gooo
gobooo gooo oooo ao
HK$'000 HK$'000 HK$'000 HK$'000
gono ooo goo goo
Balance at 1 January 2019 goooooooooo
oo 141,872 129,869 895 272,636
Fair value losses on revaluation oooooooooo
recognised in other ooooooo
comprehensive income - - (892) (892)
Fair value gains/(losses) on ooooooooo
revaluation recognised in the oooooooooooo
consolidated income statement 24,241 (2,026) - 22,215
Distribution aad - (3,202) - (3,202)
Exchange realignment oooo - (2,548) (3) (2,551)
Balance at 31 December 2019 oooooo
gooooooooo 166,113 122,093 - 288,206
Unrealised gains/(losses) recognised 000000000000
in the consolidated income ooooooooooo
statement attributable to balances 00000000
held at the end of the reporting
period 24,241 (2,026) - 22,215
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

3 FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation (Continued)
(c) Fair value measurements using significant
unobservable inputs (level 3) (Continued)

(i)

(i)

Financial asset at fair value through profit or loss —
unlisted investment fund

The key unobservable assumptions used in the
valuation of the unlisted investment fund as at 31
December 2020 and 2019 are:

As at 31 December

Valuation

techniques Unobservable inputs 2020 2019

Net asset value NA N/A NA
(Note i)

Note:

(i) The Group has determined that the audited net
asset value approximates fair value of the unlisted
investment fund after applying a portfolio discount
10% (2019: 10%).

Financial asset at fair value through profit or loss —
unlisted convertible preference shares

The Group adopted the discounted cash flow
analysis for the purpose of valuation of the
financial asset at FVPL - unlisted convertible
preference shares as at 31 December 2020.

For the valuation as at 31 December 2020, the
compound annual growth rate adopted in the
discounted cash flow analysis was referenced to
an industry report prepared by an independent
research firm as mentioned in the prospectus of
the issuer of the unlisted convertible preference
shares dated 8 February 2021, adjusted for the
issuer’s market position and customer profiles.

The other key assumptions include discount rate
of 13.8% (2019: 16.0%) and terminal growth
rate of 0% (2019: 0%). If the discount rate shifted
upward by 1%, the impact on the consolidated
income statement would be HK$27,157,000
(2019: HK$6,744,000) lower. The higher the
discount rate, the lower the fair value.
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For the year ended 31 December 20200 0 0000000000000 0O0OO

3 FINANCIAL RISK MANAGEMENT (Continued)

3.4 Financial instruments by category

34 00000oooooo

3 000000Oooo

As at 31 December
oooooooo

2020 2019
ooooOoo ooooao
HK$’000 HK$'000
aooo aggo
Financial assets at FVPL gooOoooOooooooao 543,040 289,918
Financial assets at amortised cost gooooooooooo
Other financial assets at oooooooo
amortised cost oooooo 103,234 101,709
Amounts due from investments ooooooooogoo
accounted for using the equity oo
method 19,957 19,970
Loan receivables gooo 1,043,079 385,128
Trade and bills receivables oooooooog 273,894 212,174
Bank deposits oooo 6,181 147
Restricted bank balance ooooooo 880,552 671,535
Cash and cash equivalents oooooooo 3,747,468 3,712,567
Total oo 6,617,405 5,393,148
Financial liabilities at amortised cost OO0 O0O0O00OO0O0OO
Written put option liabilities goooooog 831,207 683,908
Lease liabilities gooo 53,478 59,310
Trade and bills payables ooooooooo 526,804 439,287
Payables for payment processing 0oo00oooooooooo
solutions business oooo 828,619 599,389
Other payables and accruals ooooooooooo 954,066 903,508
Amounts due to investments doobooooooooda
accounted for using the equity oo
method 43,936 21,226
Borrowing oo S 5,577
Total oo 3,238,110 2,712,205
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

JUDGEMENTS

Estimates and judgements used in preparing the consolidated
financial statements are evaluated and 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 may have a significant risk of causing a
material adjustment to the carrying amounts of assets and
liabilities within the next financial year are addressed below.

(a) Impairment of loan receivables
Impairment loss on loan receivables represent
management’s best estimate of losses incurred in the
loan portfolio at the reporting date under ECL models.
Management assesses whether the credit risk of loan
receivables have increased significantly since their initial
recognition and apply a three-stage impairment model
to calculate their ECL. The Group is required to exercise
judgement in making assumptions and estimates when
calculating loan impairment loss, including any observable
data indicating that there is a measurable decrease in
the estimated future cash flows from loans portfolio and
historical loss experience on the basis of the relevant
observable data that reflects current economic conditions.

The measurement of the ECL involves significant
management judgments and assumptions, primarily
including the selection of appropriate models and
determination of relevant key measurement parameters,
criteria for determining whether or not there was a
significant increase in credit risk or a default was incurred,
economic indicators for forward-looking measurement,
and the application of economic scenarios and weightings,
management consideration due to significant uncertain
factors not covered in the models and the estimated future
cash flows in stage 3.

4 CRITICAL ACCOUNTING ESTIMATES AND 4 0O0O0OOODOODO
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4 CRITICAL ACCOUNTING ESTIMATES AND 4 OJO0O0O0OOO0OU0O0O0oO
JUDGEMENTS (Continued)

(b) Fair values of the unlisted financial instruments at

(c)

fair value through profit or loss

The fair values of the unlisted financial instruments at FVPL
that are not traded in an active market are determined by
using valuation techniques. The Group uses its judgement
to select a variety of methods and make assumptions that
are mainly based on market conditions existing at each of
the balance sheet date. The Group has used discounted
cash flow analysis and net asset value model for the
unlisted financial instruments at FVPL that are not traded in
active market (Note 3.3).

Income taxes and deferred taxation

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

Deferred tax assets relating to certain temporary differences
and tax losses are recognised when management considers
to be probable that future taxable profit will be available
against which the temporary differences or tax losses can
be utilised. The outcome of their actual utilisation may be
different.
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5 REVENUE, OTHER INCOME AND OTHER GAINS, 5 0O0OUOOODOOOOOOOOO
NET

Revenue, other income and other gains, net recognised during 000000000000 O0O0O0OO0DODO
the year are as follows: ooQg

For the year ended
31 December
O0DooOoouoooooo

2020 2019
opooo goooogoo
HK$’000 HK$’000
oogd ooOo
Turnover ooo
Provision of payment processing solutions 000000000000
(Note a) oodad 3,266,207 4,672,640
Sales of information security chips ooooooooooooo
and solutions 298,753 290,010
Provision of platform operation solutions O O0OO0O0000000O 168,635 194,831
Provision of financial solutions oooooooo 271,487 302,223
Sales of electronic power meters oooooooooooon
and solutions 138,289 116,277
4,143,371 5,575,981
Other income oooo
Interest income oooo 70,975 53,572
Subsidy income (Note b) oo0oDQouoobo 77,378 58,843
Rental income oooao 3,207 3,312
Others oo 2,199 1,115
153,759 116,842
Other gains, net oooooo
Fair values gains/(losses) ooboooooooooooo
on financial assets at FVPL 0O00o00oooooo
— Unlisted convertible preference shares 0000000000 252,411 24,241
— Unlisted investment fund ogoooood (6,545) (2,026)
— Listed trading securities ooooooo (676) (292)
Dividend income from ooooooooooon
a financial asset at FVPL Ooooooooo 110 117
245,300 22,040
Note a:  Turnover of provision of payment processing solutions included 004 DO000DO0O0DO0OO0ODOO0ODOO0OD
interest revenue derived from micro-lending and factoring business 0oooDoO0ooDoOoDooOoOooO0ODoDaOo
of HK$159,127,000 (2019: HK$165,774,000). 159,127,0000 OO O O O O O0O165,774,000
oom
Note b:  Subsidy income recognised was related to value-added tax refund OO0 DODODODODOO0OOOOO0OO0OOOOOOO0
from local tax bureau and grant from government in relation to 0000000000000 00D00O0
sales and research and development of self-developed software 00000000 D0OD0OO0O0O0D0D0OO0OD0O0O0
products in the PRC. There were no unfulfilled condition and other 00000000 0OO00O0D0OoOoooo

contingencies attached to the receipts of those subsidy income.
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6 SEGMENT INFORMATION

Management has determined the operating segments based on
the internal reports reviewed by the Board of Directors that are
used to make strategic decisions.

The Board of Directors considers the business of the Group
from a product perspective.

The Group is organised into five main operating segments in
these internal reports:

(@) Payment processing solutions — principally engaged in
provision of payment processing services, merchants
recruiting, micro-lending and factoring business, credit
assessment services and related products and solutions;

(b) Information security chips and solutions — principally
engaged in the provision of information system
consultancy services, the sales of mag-strip card security
decoder chips and related products and solutions;

(c) Platform operation solutions — principally engaged in the
provision of telecommunication and mobile payment
platform operation services and operation value-added
services;

(d) Financial solutions — principally engaged in the provision
of information system consultancy, integration and
operation services and sales of information technology
products to financial institutions and banks; and

(e) Electronic power meters and solutions — principally
engaged in the manufacturing and sales of electronic
power meters, data collection terminals and related
products and solutions.

The Board of Directors assesses the performance of the
operating segments based on a measure of adjusted earnings/
(losses) before interest expense, taxes, depreciation and
amortisation (“EBITDA”) excluding write off of property, plant
and equipment, fair values gains on financial assets at FVPL and
employees’ incentive programmes of subsidiaries.

Notes to the Consolidated Financial Statements
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6 SEGMENT INFORMATION (Continued) 6 U0O0O0O0OO

An analysis of the Group’s revenue and results for the year by
operating segment is as follows:

oooooooooooooooooooao

Information Electronic
Payment security Platform power
processing chips and operation Financial  meters and Total
solutions solutions solutions solutions solutions Group
oo oo gooo
gooo Ooooo good oo goo
gooo gooo godd good good goog
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
goo goo goo goo goo gon
Year ended 31 December 2020 ooooooo
goooooa
goo
Segment turnover ooooo 3,266,207 298,753 176,873 271,487 138,289 4,151,609
Inter-segment turnover goooooo - - (8,238) - - (8,238)
Turnover from external customers gooooooooo 3,266,207 298,753 168,635 271,487 138,289 4,143,371
Segmental EBITDA (excludingwrite OO EBITDAIOOOOOO
off of property, plant and 00oooo0o000ooo
equipment, fair values gains 0ooooo0oooooo
on financial assets at FVPL and oooooooooooo
employees’ incentive programme oooooo
of a subsidiary) 822,248 8,695 3,864 (33,494) 5,595 806,908
Depreciation oo (231,007) (4,818) (4,983) (5,039) (2,858)  (248,705)
Amortisation oo - (1,803) (36) - (86) (1,925)
Write off of property, 0oooOoooooo
plant and equipment (26,156) - - - - (26,156)
Fair values gains on ooooooooooooo
financial assets at FVPL gooooo - - 245,866 - - 245,866
Employees’ incentive programme of O OO00000000000
a subsidiary (40,191) - - - - (40,191)
Segmental operating ooooooooooo
profit/(loss) 524,894 2,074 244,711 (38,533) 2,651 735,797
Unallocated other income ooooooo 6,798
Unallocated corporate expenses ooobooo (89,545)
Finance costs gooo (63,722)
Share of results of investments ooooooooo
accounted for using the equity ooooo
method 301,512
Loss on deemed acquisition and ooooooooo
dilution of interest of an investment 0000000000
accounted for using the equity oooooooo
method, net (1,044)
Profit before income tax ooooooon 889,796
Income tax expense goooo (110,655)
Profit for the year oooo 779,141
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6 SEGMENT INFORMATION (Continued) 6 U0O0O0Oooo

An analysis of the Group’s revenue and results for the year by 0000000000000 O0ODDOO0O

168

operating segment is as follows: (Continued) omono
Information Electronic
Payment security Platform power
processing chips and operation Financial ~ meters and Total
solutions solutions solutions solutions solutions Group
oo oo gooo
oooo oobooo oooo oo ooao
gooao oooo gooo goono gooo gooao
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo gooo goo ooo ooo
Year ended 31 December 2019 goooooo
ooooooo
gooo
Segment turnover ooooo 4,672,640 290,010 196,302 302,223 116,277 5,577,452
Inter-segment turnover oooooa - - (1,471) - - (1,471)
Turnover from external customers gooooooooo 4,672,640 290,010 194,831 302,223 116,277 5,575,981
Segmental EBITDA (excluding write OO EBITDAIDOOOOO
off of property, plant and 000000000000
equipment, fair values gains ooooooOoOoOoOOoOo
on financial assets at FVPL and ooooooopooOoOoo
employees incentive programme oooooo
of a subsidiary) 1,160,533 29,639 (11,672) (6,081) (12,232) 1,160,187
Depreciation oo (369,3606) (2,434) (5,377) (3,525) (2,893) (383,595)
Amortisation oo - - (36) - (76) (112)
Write off of property, 0o0o00ooooono
plant and equipment (94,701) s = = = (94,701)
Fair values gains on ooooooooooooo
financial assets at FVPL gooooo = - 22,215 - - 22,215
Employees” incentive programme ofa 0000000000000
subsidiary - (30,303) - - - (30,303)
Segmental operating oo0ooooooooo
profit/(loss) 696,466 (3,098) 5,130 (9,606) (15,201) 673,691
Unallocated other income ooooooo 8,024
Unallocated corporate expenses ooooooo (104,142)
Finance costs gooad (10,245)
Share of results of investments ooooooooo
accounted for using the equity ooooo
method 208,695
Profit before income tax ooooooo 776,623
Income tax expense ooooo (93,656)
Profit for the year 0ooo 682,967
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SEGMENT INFORMATION (Continued)

Unallocated corporate expenses represent costs that are used
for all segments, including depreciation of property, plant
and equipment of HK$1,420,000 (2019: HK$1,328,000),
depreciation of investment properties of HK$205,000 (2019:
HK$197,000) and depreciation of right-of-use assets of
HK$5,203,000 (2019: HK$6,585,000), respectively.

The segment assets and liabilities as at 31 December 2020 and
additions to non-current assets for the year ended 31 December
2020 are as follows:

Information
Payment security
processing  chips and
solutions solutions
oo oo
goo goo
oooo oooo
HK$'000 HK$'000
oo ]

6 UO0O0O0Oooo

0000000000000 00O000O0O
0000000000 001,420,0000 0000
00001,3280000 00000000 205000
0000000O00197,0000 00000000
0 05,203,0000 000 0 OO OO 6,585,0000
0m

oboo0o0oocOoocOooooOooooOoOooo
oboob0ooocOooOooooOooooooDo
oooooooooo

Electronic
Platform power
operation Financial  meters and Total
solutions solutions solutions  Unallocated ~ Elimination Group
oooo
go oo oo
oooo oooo oooo ooo oo oooo

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oo ooo oo 10T oo ooo

905,870 385,722 276,463 3,700,458 (925,429) 9,717,099

(322506)  (438423)  (213879)  (242616) 925429  (3,349,595)

As at 31 December 2020 oooooo
goooooo
Segment assets gooo 5,034,498 339,517
Segment liabilities oooo (2,872,502)  (185,098)
Year ended 31 December 2020 ooooooo
goOoooooooao
Additions to non-current assets ooooOoooDoooDoooo
(excluding deferred income tax assets, O 0000000000000
investments accounted for using oooooooooooOoo

the equity method, financial asset 0000O0oDODOOOOooD
at FVOC|, other financial assets at pooooooooooooo

amortised cost, loan receivables, goOooO0oooooOoOooOoDo
financial assets at FVPL and bank 0o
deposits) 211,404 38,983

5818 14,082 1,136 169 - 271,592
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6

SEGMENT INFORMATION (Continued) 6 U0O0O0Oooo
The segment assets and liabilities as at 31 December 2019 and 00oO0DO0ob0OOo0OoOOoDOOobOOobOOoODOo
additions to non-current assets for the year ended 31 December 000000000000 D0000O000O0
2019 are as follows: OooooOoooonO
Information Electronic
Payment security Platform power
processing  chipsand  operation Financial ~ meters and Total
solutions ~ solutions solutions solutions solutions  Unallocated  Elimination Group
oo oo goooo
0ooo o0oooboo oooa oo ooo
goooo oooo oooo goooo oooo ooo oo goooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo 0oo ooo ooo ooo ooo
As at 31 December 2019 oooooa
ooooooo
Segment assets goooo 4,233,447 334,768 620,759 325,571 213,800 3,431,799  (1,011,076) 8,149,068
Segment liabilities goooo (2,600,467)  (201,880)  (307,764)  (335,316) (153,417)  (282,788) 1,011,076  (2,870,556)
Year ended 31 December 2019 ooooooo
oooooooooo
Additions to non-current assets o000000DOCOOODOO
(excluding deferred income tax assets, 0O0000000000000
investments accounted for using ooo0ooO0oo0OoOoon
the equity method, financial asset gooooCoooooOoooD
at FVOCI, other financial assets at oooooooooooooo
amortised cost, loan receivables and ooooo0ooooao
financial assets at FVPL) 141,396 1,863 5,634 7,327 069 9,482 - 166,371

Unallocated assets mainly include an investment accounted
for using the equity method of HK$2,393,435,000 (2019:
HK$2,103,541,000) and cash and cash equivalents of
HK$625,243,000 (2019: HK$514,267,000).

During the year, additions to non-current assets mainly
comprise additions to property, plant and equipment, right-of-
use assets and intangible assets (2019: same).

Information provided to the Board of Directors is measured
in a manner consistent with that of the consolidated financial
statements. These assets and liabilities are allocated based on
the operations of the segment.

Sales between segments are carried out at normal commercial
terms. The revenue from external parties reported to the Board
of Directors is measured in a manner consistent with that in the
consolidated income statement.

ooooooooooooooooon
2,393,435,0000 OO OO0 O0O2,103,541,000
J000oo0D0O00000D0De25,243,0000 0

00000 00514,267,0000 O

obooooobOOoOoooooObOOoOooooo
gobooobobooboobooooobooonDo
obooooao

obooo0ooo0oocOooOooOooOooOooOoOooo
oo0oooooooO0OO0oOo0oOooOoOOooono
oo

o00oo0o0o0ooO0oO0obO0O0obDOoOoooOoo
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6 SEGMENT INFORMATION (Continued)

The Group is principally domiciled in Mainland China and
Hong Kong (2019: same). The Group’s turnover by geographical
locations, which is determined by the locations in which the
turnover are generated from, is as follows:

6 UO0O0O0Oooo

oooooo0ooooOO0oOoobOOoooO0Oo
oo0o0mooooooOooOooOo0oOoooo
ooooooooobcooobooon

For the year ended
31 December
goob0oooooooo

2020 2019

ooooao ooooao

HK$’000 HK$'000

oo0n ooo

Mainland China oooo 4,046,263 5,490,078
Hong Kong oo 97,108 85,903
4,143,371 5,575,981

The Group's non-current assets (excluding other financial assets
at amortised cost, loan receivables, deferred income tax assets,
investments accounted for using the equity method, financial
asset at FVOCI, financial assets at FVPL and bank deposits) and
current assets by geographical locations, which is determined
by the geographical locations in which the asset is located, is as

ooo0oOoOOo00oDOOoO0O00oODooOooooo
oooo0oooOoO0ooOobooooOonooooa
oooOoooooocOooOoOoOoobooOoooo
oo0ooo0oooO0oOoboOoOoooOooooo
oboooooDoO0obooooOooooooo

oboooboooooo

follows:
As at 31 December
oooooooao
2020 2019
goooa ooooa
HK$'000 HK$'000
ooad ooad
Non-current assets oOooOooOod
Mainland China ooono 476,110 467,570
Hong Kong oo 5,313 8,830
481,423 476,400
Current assets oooo
Mainland China ooono 4,823,568 3,846,630
Hong Kong oo 1,442,222 1,425,453
Others od 2,561 2,609
6,268,351 5,274,692
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For the year ended 31 December 20200 0 0000000000000 0O0OO

7 EXPENSES BY NATURE 7 Uooooodgn
Expenses included in cost of sales, selling expenses, 00000000000 D000000D0OO0O0
administrative expenses and credit impairment loss are 00000000000

analysed as follows:

Auditor’s remuneration
— audit and audit related services
— non-audit services

Commission paid to merchant
recruitment agents

Depreciation of property, plant and
equipment (Note 15)

Depreciation of right-of-use assets
(Note 16)

Depreciation of investment properties
(Note 14)

Amortisation of intangible assets (Note 17)

Employee benefit expense (excluding
employees’ incentive programmes
of subsidiaries, including directors’
emoluments) (Note 9)

Costs of inventories sold (including
provision for inventories) (Note 23)

Operating lease rentals in respect of
land and buildings

Research and development costs
(including staff cost)

Credit impairment loss

— trade and bills receivables (Note 24)
— loan receivables (Note 20)

Loss/(gain) on disposals of property,
plant and equipment (Note 35(b))

Write off of property, plant and
equipment (Note 15)

(Reversal of provision)/provision for
inventories (Note 23)

For the year ended
31 December
doob0oooooooo

2020 2019
gooon goooo
HK$’000 HK$’000
oon ooo
goooao
gboooooooon 4,238 4,292
gooooo 4,387 2,023
gooooooboooo
2,081,720 3,022,429
ooooooooooooisg
222,762 362,116
ooooooooooieo
32,566 29,392
ooooonooon4og
205 197
oooooooirrg 1,925 112
goooooobbbboooaod
goooooboooboboboooo
ooo9o
715,392 759,877

gooooooboobboog
oooa230 313,645 298,288
goooooboboooo

5,721 15,494
OoD0oO00000DOO0O0O000
291,805 283,822
oooooo
000000000000 0240 150 4,676
0000ooo200 67,026 44,124
0ooD0o00O0O0OoOoOoOoO00
000WmooO35k)0 86 (50)
000000000 oOOiIs0o
26,156 94,701

0000000000000 O0230
(2,740) 5,539
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8 NET FOREIGN EXCHANGE LOSS 8§ UUuboono
The net foreign exchange loss recognised in administrative 0000000000000 O00o0o0OoO
expenses for the year ended 31 December 2020 amounted to 0000000000000 0e,908,0000
HK$6,908,000 (2019: HK$2,681,000). oooooao2estoood O

9 EMPLOYEE BENEFIT EXPENSE (INCLUDING 9 00000000 DOODOOO
DIRECTORS’ EMOLUMENTS)

For the year ended
31 December
ODO00oDoDOooooooo

2020 2019
gooon goooo
HK$'000 HK$'000
oon ooo
Wages and salaries ooooo 631,975 632,933
Pension costs and social security costs oooooooooood 83,417 126,944
715,392 759,877
Employees’ incentive programmes of ooooooooooo
subsidiaries (Note 28) oooz280 40,191 30,303
Five highest paid individuals goooooao
The five individuals whose emoluments were the highest in the 000000000000 0O0OOob0OOoOoO
Group for the year ended 31 December 2020 included two 0000000000 @DOOoO0Doooom
(2019: four) directors whose emoluments are reflected in the 000000000 0039000000000
analysis shown in Note 39. The emoluments payable to the 00000DMO00O0O0oOoO00moOooooo
remaining three (2019: one) individuals during the year are as oo
follows:
For the year ended
31 December
oooobDOo0O0o0oooon
2020 2019
gooono ooooo
HK$’000 HK$’000
ggo ogo
Salaries, allowances and benefits in kind 0000000000 9,042 1,815
Pension cost — defined contributionplan 0000000 O0OOOO 249 136
9,291 1,951
Employees’ incentive programmes of ooooooooOoOoOOo
subsidiaries 40,191 13,642
49,482 158598
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For the year ended 31 December 20200 0 0000000000000 0O0OO

9 EMPLOYEE BENEFIT EXPENSE (INCLUDING 9 O00O0OO0OO0ODOODOOOOMmODOD
DIRECTORS’ EMOLUMENTS) (Continued)

Five highest paid individuals (Continued) Oo0ooOoOoOoooo
The emoluments fall within the following bands: oooooooao

Number of individuals
oo
For the year ended
31 December
oooooooooooo

2020 2019
opoooo ooooano
HK$12,000,001 — HK$12,500,000 12,000,0010 O 0 12,500,0000 O 1 -
HK$13,000,001 — HK$13,500,000 13,000,0010 O O 13,500,0000 O 1 -
HK$15,500,001 — HK$16,000,000 15,500,0010 O —16,000,0000 O - 1
HK$23,500,001 — HK$24,000,000 23,500,0010 O —24,000,0000 O 1 -
10 FINANCE COSTS o000
For the year ended
31 December
OoDooDooooooog
2020 2019
ooooo goooo
HK$’000 HK$'000
ooog ooag
Finance costs gpooo
— Borrowing ooo 51 127
— Lease liabilities goooog 2,670 2,704
— Written put option liabilities 000000oooo 61,001 7,414
63,722 10,245
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

11 INCOME TAX EXPENSE

11 000on

For the year ended
31 December
ODO00o0oOooooooog

2020 2019
goooa ooooa
HK$'000 HK$'000
ooa ooad

Current tax oooo
— Hong Kong profits tax ooooono - -
— Overseas taxation ooooao 110,727 93,354
Deferred tax oooao (72) 302
Income tax expense ooooao 110,655 93,656

Hong Kong profits tax has been provided at the rate of 16.5%
(2019: 16.5%) on the estimated assessable profit for the
year. Taxation on overseas profits has been calculated on the
estimated assessable profit for the year at the rates of taxation
prevailing in the countries in which the Group operates.

Subsidiaries in the PRC are subject to corporate income tax
(“CIT") in accordance with the PRC CIT Law. According to
the PRC CIT Law and the relevant regulations, the CIT tax rate
applicable is 25% unless preferential rates are applicable in the
cities where the subsidiaries are located.

If a subsidiary is subject to CIT and qualified as High and New
Technology Enterprise (“HNTE”), the applicable CIT tax rate is
15%. If a subsidiary is subject to CIT and qualified as Software
and Integrated Circuit Enterprise (“SICE”), the applicable CIT
tax rate is 0% for the first two years of being qualified and
12.5% for the next three years. If a subsidiary is subject to CIT
and qualified as Key Integrated Circuit Design Enterprises and
Software Enterprises (“KIC”), the applicable CIT tax rate is 0%
for the first five years commencing from the first profit-making
year, and 10% for the subsequent years. If a subsidiary is
subject to CIT and qualified as Key Software Enterprise (“KSE”),
the applicable CIT tax rate is 10%. If a subsidiary is subject
to CIT and engaged in Encouraged Industries in the Western
Region (“EIWR”), the applicable CIT tax rate is 15%.

oo0oo0oooooooocoooo0oo0rtes%

ooboooootesoooooooooon
gooooooooboooooboboDboOO0oo
gboboooob

oboob0ooocOooOooooOooooooDo
oobobmoooooomooooooooo
gooooobooooooooboobboooo
obob0ooooDOobOO0ob0o0o0000259%0

oboob0ooocOooOooooOooooooDo
oooooOoomoooobDoOonoooo
oooogooons%wiooooooooono
oobboooboooobOooobOoOooboDbOo
MoOooo0oooOooOoo0Onoooooooo
obooO0ooOooOooooboxooonoooo
125900 000000000000000
ooboooobOooocboooboooobao
moobOo0oooobOoooboooobooo
goboooboobboooboobnono
ooooloxbooooooooooonoao
obooO0o0oocOooO0oOoO0ODOOomOoOoooo
odnooooooooooorlexoooo
ooboooobOoooboooboooobao
obonoobobooooooonoooooo
ooo0o15%0
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For the year ended 31 December 20200 0 0000000000000 0O0OO

11 INCOME TAX EXPENSE (Continued)

11 000000oo

Applicable corporate income tax rates of principal O0O0000O0o0OO0oOoooooo
subsidiaries

Subsidiaries

Beijing Hi Sun Advanced Business
Solutions Information Technology
Limited (“ABS”) (Note i)

Hangzhou PAX Electronic Technology
Limited (“Hangzhou Electronic
Technology”) (Note ii)

000000000 (“vsill OPCO”)
(Note iii)

gooooobobbooooaoa
(“Beijing Bank and Enterprise”)

Applicable corporate income
tax rate
ooooooood
For the year ended
31 December
goooooboooooao

gooo 2020 2019
gooon goooo
gooooobbobooooaoa
mobooowooig
15% 15%
oooooObobOO0O0o0ooad
MmobooooOwogig
15% 15%

goooooboboomooom

oooiigd 25% 15%
gooooobbobooooaoa

mooooowooivg

(Note iv) 12.5% 10%
O0oooooooooooooao OdModm@ooooooood

(“VBill Finance”) (Note v) Mooooooroovd 15% 15%
OoooOoooooooao (“Beijing gooooooooooa

Cloud Chain”) (Note vi) MOooooOrvoovid 15% 15%
oooooooooooao godooooooooao

(“Chongging Xinlian”) (Note vir) mooooOoyo gdviid 15% 15%
Megahunt Technologies Inc. oooooooooooo

(“Megahunt”) (Note viii) MOooooawooviiid 10% 12.5%
Hunan Hisun Mobile Pay IT Limited Ooo0ooooOooooooo

(“HN Mobile Pay”) (Note ix) o000 000vooixd 25% 15%
Notes: ooo
(i)  ABS was renewed as HNTE in 2018. () ODoOoDOoOoOoooooOooOoOooooOoo
(i) Hangzhou Electronic Technology was renewed as HNTE in 2018. (i 00000000 D0O0OO0OO0O0O0O0OOO0O0O000

(i)

(iv)

(vi)

(vii

(viii

(ix)

VBill OPCO was renewed as HNTE in 2017.

(i) OO00O00OO0OCOOOO0O0O0ODOOOO00o

Beijing Bank and Enterprise was qualified as KSE in 2019 and qualified (w 000000000D0000O0DOO0O000000

as SICE in 2020.

VBill Finance was qualified as HNTE in 2018.

Beijing Cloud Chain was qualified as HNTE in 2019.

goo0ooOoOo0o0oOooOoooOoOoooooo

v O000000000000000000000
oo

vii O0000000000000D0O00O000000

Chongging Xinlian was engaged in EIWR in 2019 and 2020. (vip 0000000000000000D0D0000O0
oooooo

Megahunt was qualified as SICE in 2015 and qualified as KIC in 2020. (vii) 00 00000000000000000000
0000000000000 0000000O
oo

HN Mobile Pay was renewed as HNTE in 2017. (xy 000D00O0O00DODODOO0OO0O00O0ODOO000
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

11 INCOME TAX EXPENSE (Continued) 11 000000oo
The taxation on the Group's profit before tax differs from the 0000000000000 000O000O0
theoretical amount that would arise using the weighted average 000000000000 DO000O000O0
tax rate applicable to profits of the consolidated entities in the 0ooooooo

respective jurisdictions as follows:

For the year ended
31 December
goob0oooooooo

2020 2019
oooon goooo
HK$’000 HK$’000
oono ogo
Profit before income tax ooooooo 889,796 776,623
Tax calculated at domestic tax rates ooooooooOOoOoOo
applicable to profit in the ooooooooooo
respective countries 155,493 87,975
Tax effects of: ooooo
Income not subject to taxation gooooo (144,295) (50,087)
Expenses not deductible for tax purposes 000000000000 84,085 32,998
Utilisation of previously unrecognised oooooooooooo
tax losses (6,311) (1,177)
Tax losses for which no deferred income O0O0O0O0OO0OOOO
tax was recognised ogoond 21,683 23,947
Income tax expense goooao 110,655 93,656
The weighted average applicable tax rate was 17.5% for the 00000000000 DOO0ODOOOOooO
year ended 31 December 2020 (2019: 11.3%). The change 0000000175941 00000011.3%M0
is caused by a change in the profitability mix of the Group's 000000000000 DO0OO0O0O0OO0OO
subsidiaries in the respective countries. ooooo00o0o000oo
12 DIVIDENDS 12 OO
No dividend has been paid or declared by the Company for the 00000000000 OO0ODOOoOOoooOo
year ended 31 December 2020 (2019: Nil). 00000000000 oOoOooooom
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For the year ended 31 December 20200 0 0000000000000 0O0OO

13 EARNINGS PER SHARE 130000
(a) Basic (@ 0O
Basic earnings per share is calculated by dividing the profit 0000000000000 DO0O00O0
attributable to the owners of the Company by the weighted ooo000000O0oooo0ooao

average number of ordinary shares in issue during the year.

For the year ended
31 December
doob0oooooooo

2020 2019
gooon goooo
Profit attributable to the owners of Oo0O00oO0oooooOoooooo
the Company (HK$'000) 656,685 569,111
Weighted average number of ordinary 000000000000 00O
shares in issue (thousands shares) 2,776,834 2,776,834
Basic earnings per share attributableto 000000000000 0O0O
the owners of the Company oooooo
(HK$ per share) 0.236 0.205
(b) Diluted (b)y OO
Diluted earnings per share is calculated by adjusting the 0000000000000 DO00O0
net profit and the weighted average number of ordinary 00000000000 0O0ODOoOoO0OO
shares outstanding to assume conversion of all potentially oooooo
dilutive shares.
For the year ended 31 December 2020, the Group has 00000000000 DooOOoOoooo
six categories (2019: six categories) of potentially dilutive 00000000 O0D0O0O0O00Oo0O
shares: share options issued by an associated company 0000000000 O0oDoDoOoOoOooOo
— PAX Global Technology Limited (“PAX Global”), share 0000000 oo0oomooooo
options and convertible preference shares issued by an 000000 00O Cloopen Group Holding
associated company — Cloopen Group Holding Limited LimitedD CloopenD0 D 0O OODOOO
(“Cloopen”), share options issued by a subsidiary - 0000O0OoO0oOoOoooOOoOoOooOooo
VBill OPCO and written put option liabilities issued by 0000D00O00D—-00000D00D00
subsidiaries — VBill Limited (“VBill (Cayman)”) and Mega (O VBill (Cayman)(ODOO00ODODOOO
Hunt Microelectronics Limited (“Megahunt HK”) (2019: 0Do0D00moooooooooog
share options issued by PAX Global, share options and do0o0o0oO00O0oO0oO0oO0oOoOoOooooo
convertible preference shares issued by Cloopen, share Cloopen0 00 00O0OO0OOOOOOOD
options issued by VBill OPCO and Megahunt and a written 000000 0OOOooooooaouvsaill
put option liability issued by VBill (Cayman)). Cayman)D O DO OOOOO0ODM

178



oooOooooOooooo

ooooooo

Notes to the Consolidated Financial Statements

%o 0 WA 5w R B i

For the year ended 31 December 20200 0 0 0000000000000 0O0O

13 EARNINGS PER SHARE (Continued)

(b) Diluted (Continued)

For the year ended 31 December 2020, the exercise of
the outstanding share options in PAX Global would have
a dilutive effect. The exercise of the share options in PAX
Global would be dilutive if the net profit attributable to
the owners of the Company will decrease. A calculation is
done to determine the number of shares that could have
been acquired at fair value (determined as the average
annual fair value of the associated company’s shares)
based on the monetary value of the subscription rights
attached to outstanding share options of PAX Global. The
number of shares calculated as above is compared with the
number of shares that would have been issued assuming
the exercise of the share options of PAX Global.

For the year ended 31 December 2019, the calculation of
diluted earnings per share does not assume the exercise
of the share options of PAX Global as they would have an
anti-dilutive impact to the basic earnings per share.

For share options and convertible preference shares issued
by Cloopen, as at 31 December 2020, the carrying amount
of the interest in Cloopen was zero (2019: same). As at
31 December 2020, the Group’s share of loss exceeded
its interest in the ordinary shares of Cloopen, the exercise
of the abovementioned share options and convertible
preference shares would not have any impact on the
diluted earnings per share (2019: same).

For the year ended 31 December 2020, the exercise of
the outstanding share options in VBill OPCO (2019: same)
would have a dilutive effect. The exercise of the share
options in VBill OPCO (2019: same) would be dilutive if
the net profit attributable to the owners of the Company
will decrease. A calculation is done to determine the
number of shares that could have been acquired at fair
value (determined as the average annual fair value of the
subsidiaries” shares) based on the monetary value of the
subscription rights attached to outstanding share options
of VBill OPCO (2019: same). The number of shares
calculated as above is compared with the number of shares
that would have been issued assuming the exercise of the
share options of VBill OPCO (2019: same).

For the year ended 31 December 2019, the calculation of
diluted earnings per share does not assume the exercise of
the share options of Megahunt as they would have an anti-
dilutive impact to the basic earnings per share.

13 0000000

() 0OO0OO

oo0oooO0oOoooOOoooOoooodo
obooooo0oooocOoocOoooooa
oooOoooooOocOooooooooono
oooooooOoooocOoooooaa
ooooobOoOooOobOOoO0ooO0onoaoDo
ooooOoooooocooooonoooao
obooOooooooooboOoooooa
oo0o00oooooOOooboobOOoooODOoon
obooOOooO0ooO0oobO0oob00oooooo
ooooooo

oo0oooo0OOoooOOoooOoooooo
oboooOoooooocOoocOoooooa
oo00oooooOooooOoooooo
ooooooooo

OCloopenD0 00000 O0OO0O0OO0O
goboboooooooooooooboo
CloopenD0 00 000O0DOOODOOODOO
gomoooobbooooobboooo
000000000 OCloopend D OO0
oooobOooooOooooOooooooao
oooO0OO0oOoooOoOO0oO0oOoooOOoOoa
ooooocom

oo0ooo0OoooOoooO0oooooo
gooObooooboooooboooooo
jodddoooooooooooooo
goooooooboobooboooo
goboooooobooboooboo
oooooooobooobbo0ogooo
gooooooooboooooo0oooo
omoooocOo0obOooooOoocOoooa
ooo00oooO0OOoocoOoooooooao
ooboooooCcOoOoOooooooooao
obooooooooooocOooooo
oo

goooooooooobooboDboDbooo
gobobboooobooobooOoooooo
gooooooooooooooooo
oboboooooo
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For the year ended 31 December 20200 0 0000000000000 0O0OO

13 EARNINGS PER SHARE (Continued) 13 0000000

(b) Diluted (Continued) () DOOOO

For the year ended 31 December 2020, the calculation of
diluted earnings per share does not assume the exercise
of the written put option liabilities of VBill (Cayman) and
Megahunt HK (2019: VBill (Cayman)) as they would have
an anti-dilutive impact to the basic earnings per share

oo0ooO0o0oooOOoooOoooooo
OoO0oO0oOooooooovsill (Cayman)d
00000 oooovsil Cayman) D O
jjoddoooooooooooooo
gbobooooobOobobooooooo

(2019: same). oooom
For the year ended
31 December
gobooooobooooo
2020 2019
goooo goooad
Profit attributable to the owners of 00o0O0ooooooo
the Company (HK$'000) goood 656,685 569,111
Assuming exercise of all outstanding Ooooooooooo
dilutive share options issued by PAX OooOooooooooo
Global (HK$'000) goooad
— Decrease in share of profit of the 000000 0ooooDo
associated company (3,073) -
— Reduce in gain on dilution of the oooooooooooo
associated company (59,218) -
Assuming exercise of all outstanding 00o000oo0ooooo
dilutive share options issued by VBill ooooooooo
OPCO (HK$’000) goooooboo
— Decrease in profit attributable to the ooooooooo
owners of the Company oooo (22,635) (41,810)
Adjusted profit attributable to theowners 000 O0000O0000OO
of the Company used to determine Oooooooooooao
diluted earnings per share (HK$'000) ooooo 571,759 527,301
Weighted average number of ordinary Ooooooooooooo
shares for diluted earnings per share oooooo
(thousands shares) 2,776,834 2,776,834
Diluted earnings per share attributableto 00000000000 OO
the owners of the Company ooooooo
(HK$ per share) 0.206 0.190
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

14 INVESTMENT PROPERTIES 14 0000
Buildings
aad
HK$’000
ooad
At 1 January 2019 ogooooooooo
Cost ao 3,960
Accumulated depreciation oooo (2,385)
Net book amount gooo 1,575
Fair value (Note) oo0wooo 10,343
Year ended 31 December 2019 O0DO000O0O0oDO0OoOoDOooDooo
Opening net book value oooooo 1,575
Depreciation oo (197)
Closing net book value oooooo 1,378
At 31 December 2019 doobooooooooo
Cost ao 3,960
Accumulated depreciation oooo (2,582)
Net book amount gooo 1,378
Fair value (Note) aooyooo 10,878
Year ended 31 December 2020 oooO0pooOooOooooooooo
Opening net book value oooooo 1,378
Transfer from property, plant and oooooooao
equipment (Note 15) oooouooimnso 46
Depreciation oo (205)
Closing net book value oooooo 1,219
At 31 December 2020 doobooooooooon
Cost oad 4,091
Accumulated depreciation ooood (2,872)
Net book amount oooao 1,219
Fair value (Note) oo0ooooo 11,850
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For the year ended 31 December 20200 0 0000000000000 0O0OO

14 INVESTMENT PROPERTIES (Continued)
Note:

Fair value measurements using significant other observable inputs (level 2)

The investment properties located at Level 15 to 17, Yindu Building, No.
67 Fu Cheng Road, Haidian District, Beijing City, PROO OO D OO
000670000015-1700 The fair value as at 31 December 2020
was assessed by the independent and professionally qualified valuer, Asset
Appraisal Limited.

The valuation was determined using the direct comparison approach.
Sales prices of comparable properties in close proximity are adjusted for
differences in key attributes such as property size. The most significant input
into this valuation approach is price per square foot.

At 31 December 2020, the Group had no unprovided contractual
obligations for future repairs and maintenance (2019: same).

All depreciation expense during the year has been charged to administrative
expenses (2019: same).

The following amounts have been recognised in the consolidated income
statement:

Rental income oooo
Direct operating expenses arising from investment

property that generated rental income oooo

14 00000oo

ooo

obooooooO0ooooO0oO0oooOoO0oOooooaO
0o

o0o0o0ooUoOoooOooobDOoOoUOde7OLOOOO
15-177000 000000000000 OO0OO00OO0OO
oo00oo0oo0oo0oo0oo0oo0OOoOoO0oO00o0oOoO0oO0OO0oO0oO00

ooooooOoooooOoboooooboobooOoooooo
od0ooo0oocOo0o0OooOo0oO0oo0oOoOoOooOOooOoOoooo
go00o0o0o0oo0oooo0o0oOoooooo

ooooOooOoooooO0OobooooOobooOoOooooo
oooooooooOooOoOoooooOoOOooOm

oooooooo0ooooOo0oOooooooooom

ooooooooooooooo

For the year ended
31 December
go0oOo0oooooooao

o0oooooooOooooooooao

2020 2019
ooooao ooooo
HK$'000 HK$'000
ooo ooo
3,207 3,312
(330) 619)

There were no direct operating expenses arising from
investment property that did not generate rental income during
the year (2019: same).

The period of leases whereby the Group leases out its
investment properties under operating leases ranged from 1 to 2
years (2019: same).

goooooooooooobooboboooo
gbobOooboboooobbOoom

obooboooocOooOooOooooooooo
0120000000000
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

14 INVESTMENT PROPERTIES (Continued) 14 0000O0oo
The investment properties are leased to tenants under operating 000000000000 000000000
leases with rentals payable monthly. There are no other variable 00000000000DD0OD0000O00n

lease payments that depend on an index or rate.

At 31 December 2019 and 2020, the future aggregate ooo0oO0oo0oobOO0o0oOo0oooOooOoooo
minimum rentals receivables under non-cancellable operating 000000000000 00000000
leases are as follows: ooogo

As at 31 December
oooooooo

2020 2019

gooono ooooo

HK$’000 HK$'000

ggo goo

Not later than 1 year ooo1g 857 4,672
Later than 1 year and not later than 5 years O 010 0 0O 0O O 50 - 20
857 4,692
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For the year ended 31 December 20200 0 0000000000000 0O0OO

15 PROPERTY, PLANT AND EQUIPMENT 15 0guoogooo

184

Office
Leasehold  furniture and Plant and Motor
Buildings  improvements equipment equipment vehicles Total
10 Ol
10 Ol ] goal 1000l Ol oo
HK$'000 HK$’'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo
At 1 January 2019 OoOoOoOO0ooooo
Cost oo 38,867 26,042 145,916 1,260,382 31,998 1,503,205
Accumulated depreciation oooag (20,449) (25,204) (120,574) (587,806) (27,155) (781,188)
Accumulated impairment loss gooooo - = - (6,824) - (6,824)
Net book amount oooa 18,418 838 25,342 665,752 4,843 715,193
Year ended 31 December 2019 gooooobDOoOoOoooooD
ooo
Opening net book amount oooooon 18,418 838 25,342 665,752 4,843 715,193
Additions 0o - 497 44,170 88,114 2,493 135,274
Disposals (Note 35(b)) 0000035b)0 - - (66) (41) - (107)
Written off 0o - - - (94,701) - (94,701)
Depreciation oo (1,684) (922) (21,224) (336,350) (1,936 (362,116)
Exchange realignment oooo (338) (10 (911) (7,745) (83) (9,087)
Closing net book amount oooooao 16,396 403 47,311 315,029 5317 384,456
At 31 December 2019 poOoOO0Ooooooooa
Cost 0o 38,102 26,108 185,496 542,184 32,645 824,535
Accumulated depreciation gooa (21,706) (25,705) (138,185) (220,495) (27,328) (433,419)
Accumulated impairment loss oooooo S = = (6,660) = (6,660)
Net book amount oooo 16,396 403 47,311 315,029 5317 384,456
Year ended 31 December 2020 goooooDooooooo
ooo
Opening net book amount oooooo 16,396 403 47,311 315,029 5,317 384,456
Additions oo - - 14,435 213,998 1,170 229,603
Transfer to investment properties ooooooo
(Note 14) 000140 (46) = = = = (46)

Disposals (Note 35(b)) 0o os3smo - - (323) (139) - (462)
Written off oo = = = (26,156) = (26,156)
Depreciation oo (1,663) (214) (24,540) (194,404) (1,941) (222,762)
Exchange realignment oood 994 14 539 21,094 44 22,685
Closing net book amount oooooo 15,681 203 37,422 329,422 4,590 387,318
At 31 December 2020 poOOoOO0OooboooOooa
Cost oo 40,488 27,531 206,246 640,498 35,562 950,325
Accumulated depreciation ooog (24,807) (27,328) (168,824) (304,068) (30,972) (555,999)
Accumulated impairment loss gooooo - - - (7,008) - (7,008)
Net book amount ooog 15,681 203 37,422 329,422 4,590 387,318
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

15 PROPERTY, PLANT AND EQUIPMENT (Continued)

Depreciation expense included in cost of sales, selling
expenses and administrative expenses are analysed as follows:

15 000 booo

oo0oobooooob0OOooOoooOooooo
ooooooo

For the year ended
31 December
gooboopooboobo

2020 2019

gooono gooaao

HK$’000 HK$’000

oogd ooo

Cost of sales gooaog 195,590 337,700
Selling expenses oooo 192 280
Administrative expenses oooo 26,980 24,136
222,762 362,116

As at 31 December 2020, the net carrying value of electronic
funds transfer point-of-sale terminals in relation to the payment
processing solutions business approximately HK$313,782,000
(2019: HK$312,627,000). The carrying amount of the
electronic funds transfer point-of-sale terminals is written
down to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount. During the
year ended 31 December 2020, management had carried
out an assessment over the recoverable amounts of these
electronic funds transfer point-of-sale terminals based on their
respective level of utilisation. As a result, certain under-utilised
electronic funds transfer point-of-sale terminals amounting to
HK$26,156,000 (2019: HK$94,701,000) were written-off and
recognised in cost of sales.

As at 31 December 2020, banking facilities of approximately
HK$25,944,000 (2019: HK$17,847,000) were secured by
buildings with a net book value of HK$5,760,000 (2019:
HK$6,385,000).

gooooooooobooooobobooono
oobbooobOooobOooobOoOooboDbo
oo0oooo313,782,000000000000
3126270000 0 M O0O0O0COOOCOOOO
oo0ooopooooOooo0oooOooooo
ggoooooooobooobooboboooo
gooooooobooooobobboooo
oobbooobOooobOooobOoOooboDbo
ooooOooOoOOoOoO0OO000O0O0O0000
oOoo0o0o0oo2e,156,000000000000
94,701,000 0000 0O0O0O0O0DOOOOOCO

000000000000 O000O0000
25,944,0000 000 00000 17,847,0000
000D000D05,760,0000 00000000
6,385,0000 000000000
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For the year ended 31 December 20200 0 0000000000000 0O0OO

16 LEASES

(a) Amounts recognised in the consolidated balance
sheet
The consolidated balance sheet shows the following
amounts relating to leases in respect of office premises and

16 OO

(@ DOOOOOobODObDbOOoOoO

oooooooooocoocOoooooa
oooooooooo

factory:
As at 31 December
gooboooo
2020 2019
gooon goooo
HK$’000 HK$'000
oon ogo
Right-of-use assets ooooo
— Office premises oooooo 72,425 79,646
— Factory goad 9,230 8,855
81,655 88,501
Lease liabilities oooo
— Non-current oooa 28,143 31,494
— Current aooo 25,335 27,816
53,478 59,310

Additions to the right-of-use assets during the year
ended 31 December 2020 were HK$30,017,000 (2019:
HK$30,793,000).

As at 31 December 2020, banking facilities of
approximately HK$25,944,000 (2019: HK$17,847,000)
were secured by a right-of-use asset with net carrying value
of HK$2,830,000 (2019: HK$2,726,000).

00000000000 O0O0DO0O0O0O
00000000 O030,017,0000 000
0 0 0 030,793,0000 O

000000000 000000D000
025,944,0000 000 00 0 OO 17,847,000
0000000 02,830,0000MO0000
0027260000 000000000000
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

16 LEASES (Continued) 16 0 Oooo
(b) Amounts recognised in the consolidated income () OOODCOOOooOOoOoOOO
statement
The consolidated income statement shows the following 0000000000000 DO0O00O0
amounts relating to leases in respect of office premises and oooooooo
factory:

(c)

For the year ended
31 December
goooooboooooao

2020 2019
ogoooa goooao
HK$’000 HK$'000
oono ooo
Depreciation charge of right-of-use oooooooowogro
assets (Note 7) 32,566 29,392
Interest expense (included in 000000 Do0O0OO000
finance costs) 2,670 2,704
Expenses relating to leases of ooooooooooooao
short-term leases 5,721 15,494
Depreciation expense included in cost of sales, 00000000 DOO0O0OOoDbODOOoOO
administrative expenses and selling expenses are analysed 0ooooooo
as follows:
For the year ended
31 December
ooooObDO0o0O0o0oooon
2020 2019
goooo gooaa
HK$’000 HK$'000
oono goo
Cost of sales oooo 3,016 3,307
Administrative expenses oooo 25,320 26,085
Selling expenses oooo 4,230 -
32,566 29,392
The total cash outflow for leases in the year ended 31 00000000 D0O0OO00OODOooOoO
December 2020 is HK$42,008,000 (2019: HK$30,646,000). 0000000000 042,008,0000 0
0000000 30,646,0000 OO0
The Group’s leasing activities (o OOOOOODOO
The Group leases various office premises. Rental contracts 000000000 DOOo0O0DOoOoODO
are typically made for 1 to 8 years (2019: same). The lease 0001080000000 DO0ODmOuOon
agreements do not impose any covenants. ooooooooo
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For the year ended 31 December 20200 0 0000000000000 0O0OO

17 INTANGIBLE ASSETS 17 0oogg
Patents and
capitalised
Customer software
listand  development In progress Computer
Goodwill  Brand name contracts costs  technology software Total
gooo
goo oo oo
oo oooo 00 000000 00000 oooo 0o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo gooo 0oo gooo 0ooo ooo ooo
At 1 January 2019 0000000000
Cost 0o 107,546 4,554 4,759 23,335 6,085 30,982 177,261
Accumulated amortisation 0ooo - (4,554) (4,759) (23,075) (6,085) (30,873) (69,346)
Accumulated impairment loss 000000 (106,031) = = = = = (106,031)
Net book amount oooo 1,515 - - 260 - 109 1,884
Year ended 31 December 2019 0oooooooooooooo
oo
Opening net book amount 0ooo00o 1,515 = = 260 = 109 1,884
Additions oo - - - 304 - - 304
Amortisation charge oooo S S S (76) S (36) (112)
Exchange realignment oooo - - - 9) - @) (m
Closing net book amount oooooo 1,515 - - 479 - 71 2,065
At 31 December 2019 00000000ooooa
Cost 0o 105,094 4,461 4,663 23,160 5,962 30,978 174,318
Accumulated amortisation 0ooo - (4,461) (4,663) (22,681) (5,962) (30,907) (68,674)
Accumulated impairment loss 0ooooo (103,579 = = = = = (103,579)
Net book amount gooo 1,515 - - 479 - 71 2,065
Year ended 31 December 2020 0ooooooooooooo
gooo
Opening net book amount oooooo 1,515 - - 479 - 71 2,065
Additions 0o - - - 11,972 - - 11972
Impairment loss gooo (1,515) - - - - - (1,515)
Amortisation charge oooo - - - (1,889) - (36) (1,925)
Exchange realignment oooo - - - 631 - 3 634
Closing net book amount oooooo - - - 11,193 = 38 11,231
At 31 December 2020 0oO0oOooOoooooooo
Cost 0o 113,159 4,766 4,980 37,422 6,369 30,990 197,686
Accumulated amortisation oooo - (4,766) (4,980) (26,229) (6,369) (30,952) (73,296)
Accumulated impairment loss oooooo (113,159) - - - - - (113,159)
Net book amount oooo - - - 11,193 - 38 11,231
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For the year ended 31 December 20200 0 0 0000000000000 0O0O
17 INTANGIBLE ASSETS (Continued) 17 U0 0O0O00O

Amortisation expense included in cost of sales and 000DD0O000000000DD0ODOO
administrative expenses are analysed as follow:

For the year ended
31 December
gooboopooboobo

2020 2019

ooooo ooooao

HK$’000 HK$'000

ooo ooao

Cost of sales oooo 104 36
Administrative expenses oooo 1,821 76
1,925 112

18 FINANCIAL ASSET AT FAIR VALUE THROUGH 18 00O OOU0OOOOOO0ODOOOO0

OTHER COMPREHENSIVE INCOME U
The Group's financial asset at FVOCI represents unlisted equity 00000000000 DOO0O0OOOOooOO
security outside Hong Kong which is not held for trading, and 000000000000 D0ODOOO0OOOO
which the Group has irrevocably elected at initial recognition 00000000000 DDO0O0O0O00OOoO
in this category (2019: same). This is a strategic investment and 0000000mMmOo00o0ooooooooonon
the Group considers the classification as equity instruments at 00o0DO0ob0OOo0ooOoDOoboOOobDOoOoDOo
FVOCI to be more relevant. oo00ooo
For the year ended
31 December
ooooODOO0O000000
2020 2019
oooono ooooo
HK$’000 HK$'000
ggo goo
Balance at 1 January ooooooono = 895
Fair value losses on revaluation oooooooooooooo
recognised in other comprehensive ooooooooooo
income related to equity investment - (892)
Exchange realignment oooo = 3)
Balance at 31 December oo0o00o0oooooo - =
The carrying amount of the financial asset at FVOCI is 000000000000 D0O000O00OO
denominated in RMB. On disposal of these equity investments, 0000000 0O0O0OO00O0ODOOOoOOoOoo
any related balance within the FVOCI reserve is reclassified to 00o00000O00o0oO0o00oO0oooooo
retained earnings. 00o000O0oOoOoooo
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For the year ended 31 December 20200 0 0000000000000 0O0OO
19 FINANCIAL ASSETS AT FAIR VALUE THROUGH 19 00OO0dOoOooooooon
PROFIT OR LOSS

oboo0ooO0oocOooOooOooOooOooOoooo
ooooobooooOoOoo0oooOoooonoo
oooobooooooOoOoOomooonoo
oooo0ooocOooooooooooboOooDo
oo

The Group’s financial assets at FVPL represent investment in
unlisted investment fund, unlisted convertible preference shares
and listed trading securities (2019: same). These financial assets
are mandatory measured at FVPL and with following details.

For the year ended
31 December
O00oo00o0oooooao

2020 2019
ooooo ooooao
HK$’000 HK$'000
aoo ogo
Balance at 1 January gooooooo 289,918 273,745
Net fair value gains on revaluation oooooooooooooon
recognised in the consolidated oooo
income statement 245,190 21,923
Distribution oo - (3,202)
Exchange realignment oooo 7,932 (2,548)
Balance at 31 December gooooooboood 543,040 289,918

As at 31 December
oooooooao

2020 2019
ooooo ogoooo
HK$’000 HK$'000
good god
Non-current assets ooooo
Unlisted investment fund outside Oo0oooooooooao
Hong Kong (Note (a)) ooo@o 123,480 122,093
Unlisted convertible preference shares OooOoOooooooo
outside Hong Kong (Note (b)) O0ooomo 418,524 166,113
542,004 288,206
Current assets oooOd
Listed trading securities in Hong Kong Oooooooooeo
(Note (c)) 1,036 1,712
543,040 289,918
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

19 FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS (Continued)

Notes:

@

(b)

©

Unlisted investment fund outside Hong Kong
The carrying amount of the unlisted investment fund is denominated in
RMB.

Unlisted convertible preference shares outside Hong Kong

On 10 June 2016 and 28 February 2018, the Group subscribed
7,443,326 Convertible Series C Preferred Shares (the “Convertible
Series C Preferred Shares”) and 2,434,015 Convertible Series D
Preferred Shares (the “Convertible Series D Preferred Shares”) of
Cloopen, respectively. The considerations for the Convertible Series C
Preferred Shares and Convertible Series D Preferred Shares subscribed
by the Group were approximately HK$78,000,000 (equivalent to
US$10,000,000) and HK$39,000,000 (equivalent to US$5,000,000),
respectively.

The Group, as the holders of the Convertible Series C Preferred Shares
and Convertible Series D Preferred Shares have:

(i)  options to request Cloopen to redeem the Convertible Series
C Preferred Shares and Convertible Series D Preferred Shares
at the prices equal to the greater of the issue prices with an
8% compound interest per annum return plus any accrued but
unpaid dividends or the fair values at the dates of redemptions
after the earliest of 28 August 2022 or the occurrences of other
conditions as provided for under the definitive subscription
agreements; and

(i) options to convert the Convertible Series C Preferred Shares and
Convertible Series D Preferred Shares into ordinary shares of
Cloopen at the conversion prices based on certain conditions
on the dates of conversions as provided for under the definitive
subscription agreements.

The Convertible Series C Preferred Shares and Convertible Series D
Preferred Shares, together with the abovementioned options, were
classified as financial assets at FVPL and recognised at fair values. The
fair values of the Convertible Series C Preferred Shares and Convertible
Series D Preferred Shares were valued by an independent valuer at the
date of initial inception and on 31 December 2020.

The carrying amounts of the unlisted convertible preference shares are
denominated in US$.

Listed trading securities in Hong Kong

The fair value of the listed trading securities is based on their
current bid prices in an active market and their carrying amount is
denominated in HK$.

Changes in fair value of financial assets at FVPL are recorded in ‘other gains,

net” in the consolidated income statement.

1000000000000 O00O

ooo

@

(b)

©

oooooooooooao
0000000000000000000

oooDoOOO00O0O0O0OO0On
0000000000000 O0O0O0O00O00O0
000000000 Cloopen 7,443,3260 CO 00 O
0000DCO00000000mD2,434,0150D0
00000000 DOOOOODOOODOnOoOoon
0O0C0O00000O0OO0OODOOOOOO00O0O0n
0 000 078,000,0000 00 0 O O 10,000,0000 O O
[ 39,000,0000 00 O O 0 5,000,0000 O

gooooocoooOoooooobpooooono
oooooooo

() O0O00O0OCloopenDO0O0O0OO0DOO0DCOOO
goooooooooooOoooooooO
000000 O0O0OO00oO0OO00OO0o0O00o
gcoooOooooooboboOoOoOooooo
08xbooooooooooooooooo
go0o0OoOoOOooOooooOoooooo

(i) OO00O0O0OOOOOO0OO0OO0OOOOOOO0O0O0
goooooooOococoooOooOoonooD
0000000000 0Cloopent O OO0

cooooooooopoboboooooooooo
goooooooOooOooboOooOooOoooooo
g00o0oooocooooooooobooooo
goo0oo0ooO0oO0OoO0OO0OOO0OO0OOO0OO0OO0O0O0O
goooooooooooooooo

goooooOooOoOoOoooooooOoooa

oooooooo
O00000oooooooooOoOOOOo0o0o
g0o0o00oo00oO0oOoOoOoOoOoOoo

000000000 0O0000000O0D0DOO0OO0O0
00@OooO0o0omooo
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For the year ended 31 December 20200 0 0000000000000 0O0OO

20 LOAN RECEIVABLES 200000
Loan receivables are amounts due from customers in the 0000000000000 0000000
ordinary course of the micro-lending and factoring business, 000000000000 o0oooDOoono
unsecured and primarily denominated in RMB. 0o0ooDoo
(a) Aging analysis of loan receivables (@ DOOOOODODOO
The aging analysis of loan receivables based on the 000D00000000o0Do0O000oo0

payment due date is as follows:

As at 31 December
oooooooo

2020 2019

goooa ogooooa

HK$’000 HK$'000

aooo aggo

Current ao 1,038,283 369,971
1 to 3 months past due ooooooa 10,658 24,659
Over 3 months past due ooooooo 39,078 33,738
Loan receivables, gross oooooo 1,088,019 428,368

Less: Provision for impairment of oooooooooo

loan receivables (44,940) (43,240)
1,043,079 385,128

Non-current ooo 54 -
Current 0o 1,043,025 385,128
1,043,079 385,128
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

20 LOAN RECEIVABLES (Continued) 20 000 0Oo0oo
(a) Aging analysis of loan receivables (Continued) (@ DOOODOOOOODO
The analysis of changes in the gross carrying amount 0000000000 000DO0O00O0
and the corresponding provision for impairment of loan 00o0D0o0O0O0oOoOoo

receivables in relation to loan receivables are as follows:

As at 31 December 2020
oooooouooooooo
Stage 1 Stage 2 Stage 3 Total
googb O0oo0og bobo g
HK$'000 HK$000 HK$000 HK$'000
god god good good

Loan receivables, gross oooood 1,038,181 10,760 39,078 1,088,019
Less: Provision for impairmentof 0000000000
loan receivables (2,607) (3,255)  (39,078)  (44,940)

Loan receivables, net gooooao 1,035,574 7,505 - 1,043,079

As at 31 December 2019
gooooobooooood
Stage 1 Stage 2 Stage 3 Total
ooob 0000 oooo ug
HK$'000 HK$'000 HK$000 HK$'000
ogd oo ooo goo

Loan receivables, gross gooooo 368,409 26,221 33,738 428,368
Less: Provision for impairmentof 0000000000
loan receivables 2,217) (7,285) (33,738) (43,240)

Loan receivables, net gooooao 366,192 18,936 - 385,128
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For the year ended 31 December 20200 0 0000000000000 0O0OO

20 LOAN RECEIVABLES (Continued)

(a) Aging analysis of loan receivables (Continued)
Movements for gross carrying amount of loan receivables:

20 000 0Oo0oo

( 000000000000
0000000000000

Stage 1 Stage 2 Stage 3 Total
gooo bOoOOoOg oOogoo od
HK$'000 HK$000 HK$'000 HK$'000
god god good good
As at 1 January 2019 gooooooooo 468,532 94,198 6,372 569,102
Addition/transfer goooo 1,610,888 (48,230) 88,882 1,651,540
Repayment og (1,703,053) (18,966) (28,080) (1,750,099)
Written off od - - (32,836) (32,836)
Exchange realignment oooao (7,958) (781) (600) (9,339)
As at 31 December 2019 gooooo
goooooad 368,409 26,221 33,738 428,368
As at 1 January 2020 0ooooooooo 368,400 26,221 33,738 428,368
Addition/transfer ooooog 6,517,591 (2,396) 94,434 6,609,629
Repayment oo (5,909,037)  (13,885)  (23,360) (5,946,282)
Written off oo - - (68,203)  (68,203)
Exchange realignment oooao 61,218 820 2,469 64,507
As at 31 December 2020 gooooo
goooooad 1,038,181 10,760 39,078 1,088,019
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

20 LOAN RECEIVABLES (Continued) 20 0000000

(a) Aging analysis of loan receivables (Continued)
Movements for provision for impairment of loan

( 000000000000
0000000000000

receivables are as follows:

Stage 1 Stage 2 Stage 3 Total
ogoono oOooo oOooood aad
HK$'000 HK$000 HK$'000 HKS$000
gono gono gono ggo
As at 1 January 2019 goooooooon 827 26,422 5,558 32,807
Addition/transfer ooooa 1,431 (18,108) 60,801 44,124
Written off od - - (32,836) (32,836)
Exchange realignment oooo (41) (1,029) 215 (855)
As at 31 December 2019 goooag
goooooad 2,217 7,285 33,738 43,240
As at 1 January 2020 gbooogooooao 2,217 7,285 33,738 43,240
Addition/transfer goooo 225 (4,273) 71,074 67,026
Written off oo - - (68,203)  (68,203)
Exchange realignment oooo 165 243 2,469 2,877
As at 31 December 2020 goooag
goooooad 2,607 3,255 39,078 44,940
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20 LOAN RECEIVABLES (Continued)

(a)

(b)

Aging analysis of loan receivables (Continued)
During the year ended 31 December 2020, based
on management’s assessment, the Group recorded
credit impairment loss of HK$67,026,000 (2019:
HK$44,124,000) in the consolidated income
statement. Loan receivables of HK$68,203,000 (2019:
HK$32,836,000), which are still subject to enforcement
activity, were determined as uncollectible and were written
off against loan receivables during the year ended 31
December 2020.

The loan receivables are not collateralised.
Effective interest rates on loan receivables

The effective interest rates on loan receivables are normally
as follows:

Loans to borrowers go0ooooooa
—O0o000ooooogo

— Before 20 August 2020
oo

— After 20 August 2020
oo

@

(b)

—ooooooooboo

20 000 0Oooo

goooboooooooa

ooooooOoOoooocOoooooao
oooooooOoOoOoooooooooao
gooooboobdez,02e0000 000
obOOoo0044,12400000M0O000O0O
go0o00o0b000D0es,203,0000 0000
oo0gds3zseoood 0MOOOOood
oooobOooooOooooOoOoooooao
ooooocoooooaoo

obobooooooo

oooDoDboOoOogod
gbooooobobobooo

For the year ended
31 December
gboboooooobo
2020 2019
ooooo ooooo

5% to 36% p.a. 5% to 36% p.a.

ooad ooad

5% 36% 5% 36%

5% to 4 times of =
the 1-year LPR

500000 -
oooo
0oo4d

Note: In accordance with the notice issued by Supreme People’s
Court of the PRC, effective from 20 August 2020, the effective
interest rate of the loans to borrowers in the micro-lending
industry cannot exceed 4 times of the 1-year loan prime rate
(“LPR”) published by the National Interbank Funding Center of
the People’s Bank of China (the “PBOC”).

oogoooo0oooO0ooOooOooOoOoOoooon
gooooooooOobooooooooon
gooo00ooOoOoOo0oOooOoOoOoooOoo
00o0o0ooooooooo0ooo0oon
gooooooooooooOomoooon
0omo400
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

21 SUBSIDIARIES 21 0000
The following is a list of the principal subsidiaries as at 31 0000000000000 D0OO0D0O0DOoo
December 2019 and 2020: 0oO00o0oOoooOoooo
Proportion
Particulars of ordinary
of issued Proportion shares held
share capital/ of ordinary by non-
Place of incorporation  Principal activities and registered shares held by controlling
Name and type of legal entity  place of operation capital the Group interests
(%) (%)
ooo goooao
ooooooo gooooo ooo ooo
oo pooooo poooooooo gooooo goooo goooo
(%) (%)
Beijing Hi Sun Advanced The PRC, limited Provision of financial solutions, HK$100,000,000 100% -
Business Solutions Information liability company* services and related products in PRC
Technology Limited
poooOoooooooooo poooooo® oooooooooooo 100,000,000 O
ooooooa
Hunan Hisun Mobile Pay The PRC, limited liability ~ Provision of platform operation solutions RMB100,000,000 100% -
T Limited* company in PRC (2019: RMB42,435,000)
gooooooocooooo: goooooo poO0000Ooooooo 00 0100,000,0000
goooooo
00 042,435,000 0
Hangzhou PAX Electronic Technology The PRC, limited Manufacturing and sales of electronic power RMB53,400,000 100% -
Limited liability company meters and solutions in PRC
go0oooooooooo goooooo goo0000OOooOoooCcoo [0 0 053,400,0000
oooo
Megahunt Technologies Inc. The PRC, limited Sales of information security chips and RMB59,800,000 65.73% 34.27%
liability company” solutions in PRC (2019: HK$15,000,000) (2019: 76.92%) (2019: 23.08%)
(Note 34) (Note 34)
go0oooooooooo goooooor goO00000OooOOoOooooD 00 059,800,0000 goooooo goooooo
goooooo 76.92%0 23.08%0
15,000,0000 0O ooao34o ooao34o
goooooooox The PRC, limited Provision of payment processing RMB199,900,000 68.83% 31.17%
liability company solutions in PRC
goooooo po0O000OOooOOooCooo 00 0199,900,0000
goooooooooooooo: The PRC, limited Provision of micro loan solutions in PRC RMB500,000,000 68.83% 31.17%
liability company
ooooooo poooooooooooo [0 0 0500,000,0000

10§
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21 SUBSIDIARIES (Continued)

(a)

Registered as wholly foreign owned enterprises.
Registered as equity joint venture.

HN Mobile Pay is the subsidiary of D00 O000000D0DOO
(“Hunan Yunrong”). The Company does not have legal ownership in
equity of Hunan Yunrong. Nevertheless, under certain contractual
agreements enacted among the registered owners of Hunan Yunrong,
the Company and the Company’s other subsidiary, the Company
controls Hunan Yunrong by way of controlling more than one half of
the voting rights of it, governing its financial and operating policies and
appointing or removing the majority of the members of its controlling
authorities, and casting the majority of votes at meetings of such
authorities. In addition, such contractual agreements also transfer the
risks and rewards of Hunan Yunrong to the Company. As a result, they
are presented as the consolidating subsidiaries of the Company.

VBill OPCO and 00O O0OO0OO0OOODOOOOOOOare the
subsidiaries of 000000000000 (“Chongging JIM”). The
Company does not have legal ownership in equity of Chongging JIM.
Nevertheless, under certain contractual agreements enacted among the
registered owners of Chongging JIM, the Company and the Company’s
other subsidiary, the Company controls Chongging JIM by way of
controlling more than one half of the voting rights of it, governing
its financial and operating policies and appointing or removing the
majority of the members of its controlling authorities, and casting
the majority of votes at meetings of such authorities. In addition,
such contractual agreements also transfer the risks and rewards of
Chongging JIM to the Company. As a result, they are presented as the
consolidating subsidiaries of the Company.

Material non-controlling interest

The total non-controlling interest as at 31 December 2020
is HK$825,438,000 (2019: HK$591,464,000), of which
HK$754,581,000 (2019: HK$514,569,000) is attributed to
VBill (Cayman) and its subsidiaries (“VBill Group”), which
is considered to be material to the Group.

Significant restrictions of subsidiaries with material non-
controlling interests

Cash and cash equivalents of HK$2,796,769,000 (2019:
HK$2,662,856,000) of VBill Group are held in the PRC
and are subject to local exchange control regulations.
These local exchange control regulations provide for
restrictions on exporting capital from the country, other
than through normal dividends.

21 OO0 0Oooo

@)

gooooooooo
oooooooo

ooooooooooooooooooomoon
O0Oooo0o0oooooooOooooooooo
ooo0o0oooooooooOooOoooooOoooo
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000 08254380000 00000000
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000000000000 00
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0oO0O0O0O0O0DO0DOoOOoOO0O0O0ao
2,796,769,0000 00000000
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21 SUBSIDIARIES (Continued) 21 000 Oooo
(a) Material non-controlling interest (Continued) (@ DODODDODO0DOOOOO
Summarised financial information of subsidiaries with ooooooooooooooon
material non-controlling interests ooooo
Set out below are the summarised financial information for OoOo0oO0OO0oO0oOoOoOoOoOoOoooon

the VBill Group.
Summarised balance sheet: oooooooo

As at 31 December
oooooooo

2020 2019
goooa ooooa
HK$’000 HK$'000
ooa ooad
Non-current assets goooo 391,516 403,117
Non-current liabilities oooono (748,708) (707,900)
Non-current net liabilities oooooo g _________________ (_3_5_7,_1_9_22 ______ (_39fl,_7_8_31_
Current assets ogooo 4,684,357 3,881,921
Current liabilities oooo (2,370,239) (2,129,620)
Current net assets ooooaoo 2,314,_1_1?______1/_7:52/_3_0_1__
Net assets oooo 1,956,926 1,447,518
Accumulated non-controlling interests ooooooo 754,581 514,569
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For the year ended 31 December 20200 0 0000000000000 0O0OO

21 SUBSIDIARIES (Continued) 21 0000Oooo
(a) Material non-controlling interest (Continued) (@ DOODOOOOOOO
Summarised financial information of subsidiaries with ooooooooooooooon
material non-controlling interests (Continued) ooooooog
Summarised income statement: oooooo

For the year ended
31 December
OoooOoouoooooo

2020 2019
goooa ogoooa
HK$’000 HK$'000
ooad agoad
Revenue oad 3,278,807 4,710,973
Profit before income tax opoooooao 461,529 689,219
Profit for the year oooo 352,499 589,667
Other comprehensive income/(loss), OoO0ooooOooooo
net of tax goooao 115,096 (29,456)
Total comprehensive income fortheyear, 0 0000000000000
net of tax 467,595 560,211
Total comprehensive income attributable 0000000000000
to non-controlling interests 169,976 111,310
Summarised cash flows: ooooooo

For the year ended
31 December
gbooboooooobo

2020 2019
goooa ogoooa
HK$’000 HK$’000
ooad aoad
Cash generated from oooooooo
operating activities 70,611 1,352,933
Cash used in investing activities oooooooo (297,305) (929,977)
Cash (used in)/generated from O000oooDooooo
financing activities (23,778) 681,962
Net (decrease)/increase in cash and ooooooo0oo0oodoooo
cash equivalents gooo (250,472) 1,104,918
The information above is before inter-company 000000000000000000

eliminations.
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22 INVESTMENTS ACCOUNTED FOR USING THE 22 ODO0OO0OOOOOO
EQUITY METHOD

The balance recognised in the consolidated balance sheet is as 000D000000O00o0o0oO0

follows:

As at 31 December
gooooogon

2020 2019
goooao goooo
HK$’000 HK$'000
oon ooo
Associated companies: obood
— PAX Global (Note (a)) oooooooo@o 2,393,435 2,103,541
— Good Chain (Chongging) Technology 0000oo0oooooo0o00
Co., Ltd. (“Good Chain”) Mmogm 4,108 3,196
— Beijing Suiyun Technology Co., Ltd 0000000 0oooo
(“Beijing Suiyun”) MMOoooom 3,391 -
— Shenzhen Guofu Yunlian Technology Co., 0000000000000
Ltd (“Shenzhen Guofu”) Moooom 3,568 =
- Beijing Fangyun Technology Co., Ltd 00000000000
(“Beijing Fangyun”) Mmoooom 311 -
2,404,813 2,106,737
The amount of share of results recognised in the consolidated 000000000000000000

income statement is as follows:

For the year ended
31 December
ODO00oDoDOooooooo

2020 2019

ooooo ooooo

HK$’000 HK$'000

000 ooao

Associated companies: ooooo

— PAX Global (Note (a) 000000O0@o 302,091 208,848
— Good Chain ooao 656 (153)
— Beijing Suiyun ooood (173) -
— Shenzhen Guofu ooooo (6) -
— Beijing Fangyun ooood (1,056) -
301,512 208,695
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22 INVESTMENTS ACCOUNTED FOR USING THE

EQUITY METHOD (Continued)

(a) Investment in PAX Global

2 0J0000bdodbooo

( 00000000

Set out below is an associated company of the Group as
at 31 December 2019 and 2020, which, in the opinion
of the directors, is material to the Group — PAX Global.
PAX Global has share capital consisting solely of ordinary
shares, which are held directly by the Group; its principal
places of business are in the PRC, Hong Kong, the United
States of America and lItaly.

goobooooboooooooooo
goobooooboooooooooo
goooooooooobooboogooo
goobooooboooooooooo
gooooboooooooooobooo
obobooboood

Place of
incorporation and Particular of issued Nature of Effective Measurement
Name kind of legal entity share capital relationship interest held method
goocoooo goog
oo gooooo oopoooo gooao goog gooao
PAX Global (Note i) Bermuda, limited 1,092,837,000 (2019: 1,100,194,000) Associate 33.31% Equity
liability company ordinary shares of HK$0.1 each (2019: 33.09%)
00owooio goocooooo 1,092,83700000 000000 go 33.31% go
1,100,194,0000 O ooooOoo
goooboi0OOCDO 33.09%0

On 20 December 2010, as a result of the Group’s spinoff
of PAX Global to be separately listed on the Hong Kong
Stock Exchange, PAX Global became an associated
company of the Group. On the date when control
ceased, the Group’s retained interest in PAX Global
was fair valued, and this give rise to the recognition of
goodwill being the difference between the fair value of the
investment in PAX Global and its share of net identifiable
assets value of PAX Global. As at 31 December 2020,
difference between the carrying value of the investment in
PAX Global and its share of net assets value of PAX Global
mainly included goodwill of HK$530,420,000 (2019:
HK$530,420,000) and adjustments to eliminate unrealised
profits and losses on transactions between the Group and
PAX Global.

ooooooOooocoOoOooooooo
ooooooooooocoooooaa
oboo0ooooooooooooooboo
ooo0oooOoooooobooooooo
ooooooooooooooooboo
obooooooooocOoocOoooooa
ooooooooOooomoooooo
ooo0oooOoooooobooooooo
obooooooooocOoocOoooooa
goooos30,420,000000000000
530,42000000@00COO0OCDOOO
obooooooooocOoocOoooooa
oo

For the year ended
31 December
doob0oooooooo

2020 2019
goooa ogoooa
HK$’000 HK$'000
ooad aoad
At 1 January goood 2,103,541 1,927,772
Share of profit oooao 302,091 208,848
Share of other comprehensive ooooooooooooo
income/(loss) 59,951 (16,756)
Share of other reserves gooooao 13,025 12,797
Loss on deemed acquisition and ooooooooooooon
dilution of interest, net (Note ii) oooiid (1,453) =
Dividend received/receivable gooooog (83,720) (29,120)
At 31 December 0ooooooo 2,393,435 2,103,541
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

22 INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (Continued)

2 00000dbdodbooo

(a) Investment in PAX Global (Continued) Oo0obOoOooOooono

@)

Impairment test for interest in PAX Global

As at 31 December 2020, the fair value of the investment
calculated based on the current bid price of PAX Global at
the balance sheet date is higher than its carrying value.

As at 31 December 2019, the fair value of the investment
calculated based on the current bid price of PAX Global
at the balance sheet date is less than its carrying value. An
impairment test is performed to determine the recoverable
amount of the investment. The recoverable amount, which
was assessed by an independent valuer on a value-in-use
basis calculated by a discounted cash flow model, exceeds
the carrying value as at 31 December 2019.

As at 31 December 2020, the Group’s interest in PAX
Global was 33.31% (2019: 33.09%,).

There are no contingent liabilities and commitments to
provide funding relating to the Group’s interest in PAX
Global.

Note i:  PAX Global is principally engaged in the development and
sales of electronic funds transfer point-of-sales (“E-payment
Terminals”) products, provision of maintenance and
installation services (collectively, the “E-payment Terminals
solution business”).

Note ii:  During the year, PAX Global repurchased a total of
20,283,000 ordinary shares (2019: nil) on the Stock
Exchange. Such repurchased shares were subsequently
cancelled during the year. Certain employees of PAX
Global exercised their share options granted pursuant to a
share option scheme set up on 2 May 2019. A net loss on
deemed acquisition and dilution of interest in an associated
company of HK$1,044,000 (2019: nil) was recognised in
the consolidated income statement, including release of
reserve debited to the consolidated income statement of
HK$409,000 (2019: nil). The Group's interest in PAX Global
increased from 33.09% to 33.31% accordingly.

oooooooooooon
jjodddodooooooooooooo
gobobooooboooooooooo
oboboooooobob

oo0ooooO0OOoocoOoOoOoobooooo
oboooOoooooocOoocOoooooa
ooooooooooooooooooa
oo000oooO00o0DOO00oooOn00Oon
o0o00o0o0O0O0ooboDoOoooDOoo
obooooooooocOoocOoooooad
ooooocooooooo

djodddoooooooooooooo
ooooo0o0o0D33.31%0000000
33.09%

oboooOoooooocOoocOoooooa
ooooooooo

oog goooooooooOooooooo
go0oo0moooooooomooooo
gooo0O0o0ooO0OOOooOoooOoooOoo
goobooooan

ooig go0oooooooooooooooo

20,283,0000 000000000000
gooooooooocooooooo
go0ooOooooOooOoOoOooo
oooooo0oooooOoooboooao
gooooooooooooooooo
OoooOtno440000 IDO000OO0OO0O0O
goooooocooooocoooooo
goOooOooo4o090000000000
goomoooooooooooooo
[033.09%0 0 33.31%1
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For the year ended 31 December 20200 0 0000000000000 0O0OO

22 INVESTMENTS ACCOUNTED FOR USING THE 22 O0000O0O0OOOO00OO
EQUITY METHOD (Continued)

(a) Investment in PAX Global (Continued) (@ DOODODOOOODOO
Extracted financial information set out below are the 000000000000 O0O0O0Ooog
summarised consolidated financial information of PAX O0o0O0ooooooocoooo

Global which is accounted for using the equity method.

As at 31 December
OoooooooOoo

2020 2019
ooooo ogoooao
HK$’000 HK$'000
ooog ooao
Current oad
Cash and cash equivalents oooooooo 3,802,741 3,230,005
Other current assets oooooa 3,152,375 2,966,698
Total current assets gooooo 6,955,116 6,196,703
Trade and bills payables oo0ooooooa (1,371,267) (1,382,487)
Other payables and accruals Ooooooooooo (485,459) (299,057)
Other current liabilities oooood (97,593) (194,110)
Total current liabilities oooooo (1,954,319) (1,875,654)
Non-current ooo
Assets oad 681,943 522,520
Liabilities oag (109,168) (104,217)
Net assets ogooo 5,573,572 4,739,352
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2 00000dbdodbooo

( 00000000000

For the year ended
31 December
gooboopooboobo

ooooooo

2020 2019
goooao goooo
HK$'000 HK$'000
oon ooo
Revenue ao 5,650,619 4,925,733
Profit for the year ooono 903,850 624,864
Other comprehensive income/(loss), ooooooooooo
net of tax gooooo 175,532 (48,790)
Total comprehensive income Oo0oOooooOooooooo
for the year, net of tax 1,079,382 576,074
Dividends received/receivable ooooo0ooooooooo
from the associated company 83,720 29,120
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22 INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (Continued)

(b) Investment in Cloopen

Set out below is an associated company of the Group as at
31 December 2020 — Cloopen. As at 31 December 2020,
the carrying value of Cloopen is zero (2019: zero) which
is not considered as material to the consolidated financial
statements of the Group. Cloopen has share capital
consisting of class A ordinary share, class B ordinary share,
series A convertible preferred shares, series B convertible
preferred shares, series C convertible preferred shares,
series D convertible preferred shares, series E convertible
preferred shares and series F convertible preferred shares.

As at 31 December 2020, the Group’s effective interest in
the ordinary shares of Cloopen, calculated based on all
issued and outstanding ordinary shares of Cloopen which
are held by the Group, is 46.79% (2019: 50.51%).

There are no contingent liabilities and commitments to
provide funding relating to the Group's interest in Cloopen.

The interest in Cloopen was initially measured at fair
value. The carrying amount was increased or decreased
to recognise the Group’s share of the profit or loss and
movements in other comprehensive income or loss of
the interest in Cloopen to the extent the carrying amount
of the interest in Cloopen reduced to nil due to losses,
after the initial recognition. As at 31 December 2020, the
Group's share of loss of Cloopen exceeded its interest
in the ordinary shares of Cloopen, there are no overall
financial impact on the consolidated income statement
from the investment for the year. As at 31 December 2020,
the unrecognised share of loss of the interest in Cloopen is
HK$2,723,740,000 (2019: HK$582,356,000).

2 0J0000bdodbooo

(b) O Cloopenl] O O

oooooooooocoocOoooooa
O000OO0O0O0OOCloopendooooonQ
O0000000O0CloopenD D00 ODOO0O
gooooomoooboobooobo
OO0O00O0CloopenD 0 DO0ODADDOO
oopoOO0OOOcADOOOOOOOOBO
oo0ooooobocooooooooob
gobooobodboe0bbooobooobo
rFrOooooooooboao

oo0ooooO0OOoCcoOoOoOooboooooao
OOCloopenD 00 O0OOOOOOODOO
O000O0OOOCloopenDODOOOOOO
046.79%10 000 0050.51%

O000O000OCloopen0O0O0O0OOO
oooooooo

OCloopenD 0 0O0O0OO0ODOOOOO
0000000 OCloopenD0OOOO0O
goooooooooooooooa
OO0OCloopenD000O0O0DOOO0OOO
o0oocooooocOooOoooOoOboooa
ooocooooOocOooOoooocooao
Cloopenl 0 0 0 O O O Cloopen O O O
gpoooboobboobboooboo
goooo0obOoOobooboooboo
0000000000 OCloopen OO0
00 02,723,740,0000 00000000
582,356,00000 O [T
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23 INVENTORIES 23 00
As at 31 December
OoooooooOod
2020 2019
ooooOoo goooao
HK$’000 HK$'000
oo aogo
Raw materials ooad 21,177 8,889
Work in progress ooo 73,176 82,787
Finished goods ooo 27,092 3,975
121,445 95,651
The cost of inventories recognised in cost of sales amounted 00000000 ooO0ooos3t3,e4s00000
to HK$313,645,000 (2019: HK$298,288,000), which included O0o0ooogg29g,2880000 0O OOOO
reversal of provision for inventories of HK$2,740,000 (2019: gdgdz2740000000C0O0O0ODOOO0OOOO
provision for inventories of HK$5,539,000). 5,539,00001 00 (M
The gross amount of inventories carried at net realisable 000000000000 DDOO0ODODO
value amounted to approximately HK$40,820,000 (2019: 0000000 0Oo40,820,00000000
HK$40,933,000) as at 31 December 2020. Full provision has oOooog4o933 0000 0MO00CO0O0O0OO
been made with regard to these balances. 000ooo
24 TRADE AND BILLS RECEIVABLES 24 000000000
As at 31 December
oooooooo
2020 2019
ooo0oo ooooao
HK$’000 HK$'000
ooao ago
Current portion ooono
Trade receivables (Note (a)) 000000 0@o 236,974 210,103
Bills receivables (Note (b)) 0o0o00uoomo 51,291 16,922
Less: provision for impairment of receivables 0000000000
(Note (c)) oo (14,371) (14,851)
273,894 212,174
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For the year ended 31 December 20200 0 0000000000000 0O0OO
24 TRADE AND BILLS RECEIVABLES (Continued)

The carrying amounts approximate their fair values. The
carrying amounts of the trade and bills receivables are
denominated in the following currencies:

24 0 0000b00b0ooo

oo0ooo0oooO0oOobcOoO0oooOooooo
ooboooooooocooao

As at 31 December
gooooogoo

2020 2019

gooood oOooOooOood

HK$'000 HK$'000

ooao ooo

HK$ oag 10,561 16,217
RMB ooo 258,284 193,866
us$ oo 2,670 363
Macanese pataca (“MOP”) 0oo0mooo 2,379 1,728
273,894 212,174

(a) Trade receivables
The Group's credit terms to trade debtors normally range
from 0 to 180 days. The ageing analysis of the trade
receivables primarily based on invoice date was as follows:

(@ 0000
0000000000000000000
18000000000000000000
0oooooooo

As at 31 December
gooooogon

2020 2019

ooooo ooooao

HK$’000 HK$'000

ooo ooo

Current to 90 days 00 goon 194,298 166,857
91 to 180 days 9101800 7,955 11,831
181 to 365 days 1810 3650 11,185 4,910
Over 365 days 3650 0 O 23,536 26,505
236,974 210,103

As at 31 December 2020, trade receivables included
retention money receivables of HK$11,174,000 (2019:
HK$11,079,000), which represents approximately 10%
to 20% (2019: 10% to 20%) of the relevant contract
sum granted to certain customers in the PRC that have a
retention period of normally one year. As at 31 December
2020, the retention money receivables aged over 365 days
primarily based on invoice date amounted to HK$1,341,000
(2019: HK$7,723,000).

000000000000 000000
00O0O000O011,174,0000 00000
0011,079,0000 000000000
0000000010%020%400000
0010%020%M0000000000
0000000000000O000000
0000000000003650000
00O00001,341,0000 00000000
7,723,0000 O (D
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24 TRADE AND BILLS RECEIVABLES (Continued)

(b) Bills receivables
The balance represents bank acceptance notes with
maturity dates within six months. The maturity profile of

(c)

the bills receivables of the Group is as follows:

oooOooooOooooo

24 0 0000b0o0dbooo

() OOOO

obooooo0oooocOoocOoooooa

ooooooo

oooooooocoooooooooo

As at 31 December
gooooood

2020 2019

goooo goooao

HK$'000 HK$'000

ooOod ooo

Falling within 90 days 900 O 51,291 3,425
Falling within 91 to 180 days 9101800 = 13,497
51,291 16,922

Impairment and risk exposure

The Group applies the HKFRS 9 simplified approach
to measuring ECL which uses a lifetime expected loss

allowance for all trade receivables. To measure the ECL,

trade receivables have been grouped based on shared

credit risk characteristics. Future cash flows for each
group receivables are estimated on the basis of historical
loss experience, adjusted to reflect the effects of current

conditions as well as forward looking information.

Movement on the provision for impairment of trade

receivables are as follows:

(o 00D0OO

gbobobobobooooetooa
jdododoooooooooooooo
ddoooooooooooooooo
ooooooooOoooooooooao
ooooOoO0oooOooooOOoooooo
ooo0oooO0O0o0ooooooonooo

gboboooocoooobogoog

ooooooooooooon

For the year ended
31 December
godooooboooooao

2020 2019

goooo goooao

At 1 January goooo 14,851 10,463
Credit impairment loss oooooo 150 4,676
Write off oo (1,560) =
Exchange realignment oooo 930 (288)
At 31 December gooooobooo 14,371 14,851

The maximum exposure to credit risk at the reporting date

is the carrying value of each class of receivable mentioned

above. The Group does not hold any collateral as security.

ooooooooooooOoooooad
ooo0oooO0OOoCcoOoOoOOoOoooOOoao

oooooooooo
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25 OTHER FINANCIAL ASSETS AT AMORTISED
COST

2 00000booboonogoad

As at 31 December
oooooooo

2020 2019
ogoooo goooo
HK$'000 HK$'000
good gono
Current portion ooono
Deposits and other receivables Ooooooooo 52,502 53,541
Dividend receivable from an investment O000o0ooooooooon
accounted for using the equity method 36,400 -
Amounts due from shareholders Oo0oOoOooooooooog
of a subsidiary - 45,254
88,902 98,795
Non-current portion ooooad
Deposits oo 14,332 2,914
103,234 101,709

As at 31 December 2019, included in the amounts due from
shareholders of a subsidiary were HK$18,216,000 due from
directors of the Company and HK$1,917,000 due from a key
management personnel of the Company.

The carrying amounts approximate their fair values. The
discounting impact of non-current portion is insignificant. The
carrying amounts of other financial assets at amortised cost are
denominated in following currencies:

gooooooooobooooboboooo
gbOgis2ieooo00 00 OD0ODOOOOOOO
gobooonotzooo0OOOOODOOODOO
oooood

oo0ooo0oooOo0oobooOoooooooo
dodooooooooooooboooo
gboboboooooog

As at 31 December
goooooog

2020 2019

gooon goooo

HK$’000 HK$'000

oon ogo

HK$ oo 38,209 6,723
RMB ooo 65,025 94,596
uUs$ oo - 390
103,234 101,709

As at 31 December 2020, the impact of ECL is immaterial to
the Group (2019: same).

ggoooooooooooooboboooo
gbobOooocoooboOooooOoooboOom
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

26 000000

As at 31 December
goooooon

2020 2019

goooa ooooa

HK$’000 HK$'000

ooad goad

Prepayments oooao 29,273 21,155
Value added tax receivables ooooa 50,733 45,851
80,006 67,006

27 BANK DEPOSITS, RESTRICTED BANK BALANCE

2Zr oo boooouoogo

AND CASH AND CASH EQUIVALENTS gooOogono
As at 31 December
Oo0ooooooo
2020 2019
googo googo
HK$’000 HK$'000
ooao ooo
Non-current assets ooooao
Bank deposits (Note i) 0000oooio 6,105 =
Current assets oooo
Bank deposits (Note ii) 000000OOimg 76 147
Restricted bank balance (Note iii) 000000 Ooogiig 880,552 671,535
Cash and cash equivalents (Note iv) oooooooWoovg 3,747,468 3,712,567
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For the year ended 31 December 20200 0 0000000000000 0O0OO

27 BANK DEPOSITS, RESTRICTED BANK BALANCE
AND CASH AND CASH EQUIVALENTS (Continued)

Notes:

()  The balance represented bank deposits of the Group with original
maturities over one year which are placed as guaranteed deposits for a
project and are denominated in RMB.

(i) The balance represented bank deposits of the Group with original
maturities between three to twelve months which are time deposits or
placed as guaranteed deposits for bills payables and are denominated
in RMB.

(i) In accordance with the notice issued by the Payment and Settlement
Department of the PBOC, effective from 14 January 2019, all customer
reserve accounts held by the third-party payment institutions were
to be cancelled and the customer reserves were to be deposited in
a dedicated deposit account maintained centrally by a designated
agency. The customer reserve account is denominated in RMB.
Transfers of funds under this bank account are governed under certain
measures implemented by the PBOC and hence these customer
reserves are restricted in nature.

(iv) Included in cash and cash equivalents were HK$1,025,000 (2019:
HK$3,218,000) bank deposits with original maturities within three
months which are placed as guaranteed deposits for tenders.

Funds of the Group amounting to approximately
HK$3,248,108,000 (2019: HK$2,981,572,000) are kept in
the bank accounts opened with banks in the PRC where the
remittance of funds is subject to foreign exchange control.

Cash and cash equivalents are denominated in the following

2/ 00o0oooboooboooooon
OOoo00O0ooo

ooo

) O0000000O00O0D0OO0OO0O0O0OO00DOOO0O0
oooooooooooooooooooobonoD
gooooo

(i) OOO0O0O0OOOO0OOOO0OOCOOOOOOOOO
goooooooOooO0ooboO0OOoOoOOoOOobooo
gooooo

(i) O0O00O00O0OO0OO0OOOOO0OOOCOO0OOO0oo0oO
goooooooOooooooooboOooOooo
goooooooOooOoooooOooboOooOooo
goOooooooO0ooO0OOO0OOOO0OOOO0O0O0O0
gooooOoboooooboO0OooobOoooon
gooo0oo0ooOooO0OOOOooOOoOODOODoOO
ooooooo

v O00000O0OO0OO0OOODOOOOOOOODOOO0OO0
O0o0oooO0oooOoooooot,025,0000000
000003,2180000 000

goodgooaos,24s,1080000 000000
0029815720000 000000000000
ooboooooooooooooao

oboboooocooboobooooa

currencies:

As at 31 December

OoooooooOoo
2020 2019
ooooo ooooo
HK$’000 HK$'000
oono ooo
HK$ oo 305,666 265,638
RMB ooo 2,371,117 2,331,086
US$ oad 998,227 997,022
JPY oad 69,720 116,247
MOP oo0o 2,473 2,574
EUR oaod 265 -
3,747,468 3,712,567
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

28 SHARE CAPITAL

28 00

Ordinary shares of HK$0.0025 each
goopoooo2s00n00ond

No. of shares HK$'000
oo oaoo
Authorised: ooad
At 1 January 2019, 31 December 2019, doooooooooo
1 January 2020 and 31 December 2020 ooooo
goooogao
goooOoooooo
goooooooooog  4,000,000,000 10,000
Issued and fully paid: ooooooag
At 1 January 2019, 31 December 2019, goooooooooo
1 January 2020 and 31 December 2020 ooooo
oo0ooooao
gooooooooo
goooooooooog 2,776,833,835 6,942
Notes: ooo
(@) Share options of the Company (@ ODODODOODOOO

(b)

The Company operates a share option scheme 2011 (the “Scheme”) for
the purpose of attracting, retaining and motivating talented employees
in order to strive for future developments and expansion of the Group.
Eligible participants of the Scheme include the Group’s full-time
employees, and Executive and non-Executive Directors. The Scheme
became effective on 29 April 2011 and unless otherwise cancelled or
amended, will remain valid and effective for a period of 10 years from
that date. No share option was granted under the Scheme.

Issuance of share option of a subsidiary

On 15 January 2018, the directors and shareholders of VBill OPCO
have passed a resolution to conditionally grant options to several
management (the “Grantees”) of VBill OPCO pursuant to the terms of
a share option scheme for VBill OPCO (the “2018 VBill OPCO Share
Option Scheme”) a right to subscribe up to approximately 12% of the
enlarged registered and paid up capital of VBill OPCO at the exercise
price of RMB12.51 for every RMB1.00 in the registered and paid up
capital of VBill OPCO within a period of 3 years from the date of grant.

The share options are fully vested as at 31 December 2018. The
validity period of these share options shall be 3 years from the date of
grant.

(b)

0000000000 0000000ODO00O0O0m
gooOOoooooOoOooooOoOoOobooooooOo
gooooooooooooooooOooOooo
goooooooOooO0oOO0OOOOOOOOOO
gooooo0ooooboO0ooOooooboooooo
goooOoooOooO0ooOOoOOoOoOoOODOODOO
goobo0o0ooooooooooooo

ooboooooooooo
goooooooooOobooooobooooo
gooobobboooooOooooOonoooOodo
g0oo0o0oO0O0000O0O0O0OO0O000ODO0000
gooooOOoOOoOoODoOoOooooOoOOoOoOoooo
gooooOooooO0oOooOoOooOoOooOoOoooo
goOtrootOOoOOO12510000000000O
gooooooooooooonym

goooo0oOoOooooOoOoooooooOoooo
goooooocoooooooooooo
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For the year ended 31 December 20200 0 0000000000000 0O0OO

28 SHARE CAPITAL 28 00

Notes: (Continued) oomoan

(b) Issuance of share option of a subsidiary (Continued) () DODODDOUOOOODUOOOODO

On 18 November 2020, the directors and shareholders of VBill OPCO
have passed a resolution to amend the 2018 VBill OPCO Share Option
Scheme from an exercise period of 3 years to 6 years (the “2020 VBill
OPCO Share Option Scheme”). As a result of the modification, the
incremental fair value granted is HK$40,191,000.

The incremental fair value granted is the difference between the fair
value of the modified equity instrument (2020 VBill OPCO Share
Option Scheme) and that of the original equity instrument (2018 VBill
OPCO Share Option Scheme), both estimated as at the date of the
modification (18 November 2020).

The weighted average fair value of options under 2018 VBill OPCO
Share Option Scheme determined using the Binomial valuation model
was RMB13.62. The significant inputs into the model were the exercise
price as shown above, volatility of 57.40%, zero dividend yield,
exercise multiple of 2.8 times, post vesting exit rate of 0% and an
annual risk-free interest rate of 2.86%.

The weighted average fair value of options under 2020 VBill OPCO
Share Option Scheme determined using the Binomial valuation
model was RMB14.86. The significant inputs into the model were the
exercise price as shown above, volatility of 45.90%, zero dividend
yield, exercise multiple of 2.8 times, post vesting exit rate of 0% and an
annual risk-free interest rate of 3.09%.

000000000000O0O0O0000000
000000000 O0OO0OO0O0O00o0oo0ooooo
gooo0ooO0ooOOoO0OoO0OOoooooooo
goo0ooOooooooooooooooon
40,191,0000 OO

g0o00o0O0OO0OO0OO000000000000000
goOo0oo0ooO0o0oOOoOoOoOoO0OoOooOooOoooO
gooooobooooocOoOoooboooOooooo
gOooooooooooooboOoooo

goo0ooO0o0o0OOo0O0OOO0OOCOcODOOOoOooOO
gooO0ooO0oOooOO0oOoOO0OOO0OO0ODOOO0013.62
gobooooooooooooOoooobooOoooo
57404000000000028000000000%
0ooo0oo0o2.s86%d

goo0ooOoOooOoO0oO0OoOoOoOoOoOoOoooo
0000o00000o0o00oo0oo0oo0oot14.86
goooooooOoOooooOoOoOooOOoOoOoooo
4590000 0000002.8000000000%
00000003.09%0
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

oooOooooOooooo

ooooooo

29 RESERVES 29 00O
Share  Contributed Other Exchange Retained
premium surplus reserves reserve earnings Total
(Note (i) (Note (ii))
gooao gooo good goog gooo go
oooeo  oooao
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
goo goo ooo goo goo goo
At 1 January 2020 gooooooooo 1,063,153 168,434 434,108 (41,043) 3,055,454 4,680,106
Profit for the year gooao - - - - 656,685 656,685
Exchange differences arising on oooooooooooo
translation of the financial ooooooo
statements of foreign subsidiaries - - - 134,591 - 134,591
Share of other comprehensive oooooooooooo
(loss)/income of investments jo0oooooogooo
accounted for using
the equity method - - (2,669) 63,486 - 60,817
Share of other reserves of oooooooooooo
an investment accounted for oooo
using the equity method - - 13,025 - - 13,025
Release of reserve upon dilutionof ~ 000000000000
interest in an investment accounted ooooooo
for using the equity method - - - (409) - (409)
Deemed disposals of shares of oooooooooo
subsidiaries (Note 34) ooos4n - - (39,050) 1,697 - (37,353)
Employees” incentive programme ooooooooooo
of a subsidiary (Note 28) 0oooo280 - - 27,662 - - 27,662
At 31 December 2020 gooooo
goooooo 1,063,153 168,434 433,076 158,322 3,712,139 5,535,124
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For the year ended 31 December 20200 0 0000000000000 0O0OO

29 RESERVES (Continued) 29 O0ooo
Share  Contributed Other Exchange Retained
premium surplus reserves reserve earnings Total
(Note (i) (Note (ii))
oooo oooo oooo oooo oooo oo
ooowo  oooao
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo
At 1 January 2019 oooooooooo 1,063,153 168,434 647,029 6,312 2,486,343 4,371,271
Profit for the year gooo = = = = 569,111 569,111
Exchange differences arising on oooooooooooo
translation of the financial goooooo
statements of foreign subsidiaries s s = (35,224) = (35,224)
Share of other comprehensive loss oooooooooooo
of investments accounted for gooooao
using the equity method s s (862) (15,961) = (16,823)
Change in value of a financial oooooooooooo
asset at fair value through other ooooooooo
comprehensive income - - (892) - - (892)
Share of other reserves of oooooooooooo
an investment accounted for oooo
using the equity method - - 12,797 - - 12,797
Deemed disposal of shares of oooooooooo
subsidiaries s s (276,404) 3,830 = (272,574
Employees’ incentive programme ofa 0000000
subsidiary oooooo = = 30,303 = = 30,303
Exercise of employees” incentive ooooooooa
programme of a subsidiary gooooao - - 22,137 - - 22,137
At 31 December 2019 oooooo
ooooooo 1,063,153 168,434 434,108 (41,043) 3,055,454 4,680,106
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

29 RESERVES (Continued)

Notes:

(i)

(i)

(iii)

The contributed surplus of the Group represents the difference between
the nominal value of the ordinary shares and share premium account
of Hi Sun Holdings Limited (“HSHL") acquired pursuant to the Group
reorganisation (the “Reorganisation”) on 17 October 2001 as set out in
the circular to the shareholders of HSHL dated 9 August 2001, over the
nominal value of the Company’s shares issued in exchange thereof.

Major items in other reserves are as follows:

- the difference between the net proceeds from issuance of
convertible preference shares of subsidiaries and the amount
transferred to non-controlling interests upon their conversion into
ordinary shares in prior years;

- the impacts from granting employees’ incentive programme of
subsidiaries;

—  change in values of the financial asset at FVOCI; and

- the initial recognition of the written put option liabilities and
recognition of gain on the deemed disposals of subsidiaries (Note
34).

PRC companies are required to allocate 10% of the companies’ net
profit to a reserve fund until such fund reaches 50% of the companies’
registered capital. The statutory reserve fund can be utilised upon
approval by the relevant authorities, to offset accumulated losses or to
increase registered capital of the companies, provided that such fund is
maintained at a minimum of 25% of the companies’ registered capital.
As at 31 December 2020, retained earnings comprise of statutory
reserve fund amounting to HK$139,783,000 (2019: HK$135,882,000).

29 O0Oooo

ooo

(i)

(iii)

0000o0oooooooooOoOoOOOmonoDn
goooo0oOoo0o0OoOoOocOoDOOoOoooO
gooooooooOooOooOooOooOooOooo
Moomoooooooooooooooooa
gobooooooooOoOoOoOoOoOooOooooo

g0000O0OC00O00000o

0 OOooO0oooOoooooooOoOooOoboooo
goooooOooOoooOoocoOoooooo
gooooooo

0 O0OO0O0OO0OocOoOoOoooooooooo

0 O0OO0o0o000o0OO0OO0OOOoO0OOOOOOOOO
goooao

0 OOoo0ooOooooooOoOoOooOoooOo
0000000000340

gooooOoooooogtwbooooooon
Ooo00o0ooooooos0 00000000
gooO0ooOoOoOoO0oO0OoO0oOoOoOoO0OoOOoooo
gooooooooOooOooooooOoOooOooo
25%000000000000000000O0O0C
0000o0ooo139,783,000000000000
135,882,0000 O
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For the year ended 31 December 20200 0 0000000000000 0O0OO

30 TRADE AND BILLS PAYABLES, PAYABLES FOR 30 UU0UOUOUOOOOOUoooOOOO
PAYMENT PROCESSING SOLUTIONS BUSINESS goboooobooobooobon
AND OTHER PAYABLES AND ACCRUALS goooood

As at 31 December
oooooooo

2020 2019
ooooo ooooo
HK$’000 HK$'000
oon goo
Current portion oooo
Trade payables (Note (a)) 0000000@0O 512,622 438,993
Bills payables (Note (b)) D00IoOoOmo 14,182 294
526,804 439,287
Payables for payment processing solutions Ooooooooooooo
business (Note (c)) 0000000 «O 828,619 599,389
Other payables and accruals (Note (d)) Oo0ooooooooo
oooo 1,013,991 1,029,432
2,369,414 2,068,108
Trade and bills payables, payables for payment processing 0000000 oO0oooOoooDoOoooDoo
solutions business and other payables and accruals are 0000000000 OO0OO0DOOOoOOooDOoO
denominated in the following currencies: 0000000
As at 31 December
gooooooDoD
2020 2019
gooon goooo
HK$'000 HK$'000
000 oono
HK$ oo 55,004 54,848
RMB ooo 2,313,024 2,013,260
usD oo 1,386 -
2,369,414 2,068,108
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

30 TRADE AND BILLS PAYABLES, PAYABLES FOR
PAYMENT PROCESSING SOLUTIONS BUSINESS
AND OTHER PAYABLES AND ACCRUALS
(Continued)

Notes:

(@) Trade payables

(b)

©

As at 31 December 2020 and 2019, the ageing analysis of the trade
payables primarily based on invoice date was as follows:

o 0000oooobboboooooon

goboooboooobooobn
oddobobbooo

ooo

(@) 0000
0OO0O00O000ODODOOO0OO0OOOoOoOOOoOooo
0000000000000000000

As at 31 December
gooooooa

2020 2019

goooo goooa

HK$’000 HK$'000

ooo ooad

Current to 90 days 0 g ogood 462,757 402,025
91 to 180 days 910 1800 30,489 1,859
181 to 365 days 1810 3650 9,898 24,544
Over 365 days 365000 9,478 10,565
512,622 438,993

The credit period granted by the suppliers ranges from 0 to 180 days.

Bills payables
The balance represents bank acceptance notes:

O0000O0O000000o01800000

(y 0OODO
0000000000

As at 31 December
goooooog

2020 2019

goooo goooo

HK$’000 HK$'000

ooo ooo

Due within 90 days 00000 4,878 294
Due within 91 to 180 days 9101800 00O O 9,304 -
14,182 294

Payables for payment processing solutions business

Payables for payment processing solutions business mainly represent
payment received from the relevant banks and financial institutions on
behalf of the merchants. The amounts are generally due for settlement
within 30 days and is denominated in RMB.

(o DOODDOOOOUODODDOOODOCOO
O000o0oooooooooooooooooo
ooooo0opoooo0opooooOooooooDo
oo3o0ooooooooooooo
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For the year ended 31 December 20200 0 0000000000000 0O0OO

30 TRADE AND BILLS PAYABLES, PAYABLES FOR

PAYMENT PROCESSING SOLUTIONS BUSINESS
AND OTHER PAYABLES AND ACCRUALS
(Continued)

Notes: (Continued)

(d) Other payables and accruals

oo

o 00000o0obbbooooooOon

gobogoobooobbooa

Ooobooddooo

oomaod

() 00000000000

As at 31 December

gooooooa
2020 2019
goooo goooo
HK$’000 HK$'000
ooo ood
Accrued staff costs and pension obligations oooooooooooa 302,642 287,402
Deposits oo 50,373 62,250
Receipt in advance from customers (Note /) Oo0o0o0Oooooooooio 27,932 73,389
Advance from merchant recruitment agents goooooooooo 415,261 370,337
Others oo 217,783 236,054
Total oo 1,013,991 1,029,432

Note: ooo

(i)

A contract liability is recognised when a customer pays
consideration, or is contractually required to pay consideration
and the amount is already due, before the Group recognises the
related revenue. The Group recognised its contract liabilities
under other payables and accruals as receipt in advance from
customers in the consolidated balance sheet.

Revenue recognised during the year ended 31 December
2020 that was included in the contract liability balance at the
beginning of the year amounted to HK$69,592,000 (2019:
HK$173,354,000).

The decrease in receipt in advance from customers was mainly
due to decrease in advances from merchants under the payment
processing solutions segment.

0000000o0oooooooobcoOoon
goooboooooooOoOooooooon
goooooooooooooOoooOooo
goooooOooOooooocOoOoooooo
gooooooo

0O00o00oO0oO0oO0ooo0ooooooo0o0
goooO0OoOo0ODOoOOoODOOOOOOOO
69,592,0000 00O 00000 173,354,0000
0m

0000000000000000000D0
0000000000 000000000
oo
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

31 BORROWING

Current oad

Bank borrowing oood

3100

As at 31 December
gooooogon

2020 2019
goooono goooo
HK$’000 HK$'000
oono goo

- 5,577

As at 31 December 2019, the bank borrowing would mature
on 22 December 2020 and bears average interest of annually
4.57%. The interest-bearing borrowing is carried at amortised
cost.

At 31 December 2019, the Group’s borrowing was repayable
within 1 year.

The carrying amount of the short-term borrowing approximates
its fair value. The carrying amount of the Group’s borrowing as
at 31 December 2019 is denominated in the RMB.

As at 31 December 2019, the bank borrowing is pledged by
buildings (Note 15) and right-of-use assets (Note 16) of the
Group.

The Group has complied with the financial covenants of its
borrowing facilities during the year ended 31 December 2020
and 2019.

oo0ooo0oooOoO0oobOOOoboOoOooooo
oooooooooobooooobobobooooo
4570000000000000000O

odo0oooO0oooOoOooOO0oOoboOoOooooo
oooooooo

gooocooboobooboboooboooao
gooooooooobooobODbODbO000
oooooooo

oo0ooo0oooOoO0oobOOOoboOoOooooo
ubobooolnsoobobooobtetnd
oo

obooo0oooocOoocOooooooooood
oobooooooOoOoooOoOoOooooooo
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32 DEFERRED INCOME TAX 3200000

The movement in deferred income tax assets and liabilities 000000000000000o0oo00
during the year is as follows:

Deferred income tax liabilities ooooooo
2020 2019
poooo ooooo
Accelerated Revaluation Accelerated Revaluation
tax of intangible Right-of-use tax of intangible Right-of-use
depreciation assets assets Total depreciation assets assets Total
oooao oooao ooao oooo oooao ooao
oa oo oo oa oo oo oo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo 0oo 0oo ooo 0oo ooao ooo
At T January poooo 173 311 6,275 6,759 251 340 7,148 7,739
Credited to the consolidated 0oooooo
income statement (54) (1) (3,635) (3,710) 78) 22 (741) (841)
Exchange realignment gooo - 20 212 232 - [l (132) (139
At 31 December pgooooooo 119 310 2,852 3,281 173 m 6,275 6,759
Set-off deferred income tax assets 000000000 (129) (241) (2,550) (2,910) (173) (226) (5,838) (6,237)
Deferred income tax liabilities, net 00000000000
at 31 December ooooooo - 69 302 311 - 85 437 522
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

32 DEFERRED INCOME TAX (Continued) 32 00000O0oo
Deferred income tax assets ooooooa
2020 2019
goooo goooo
Accelerated Revaluation Accelerated Revaluation
tax  of intangible tax of intangible
depreciation assets Total depreciation assets Total
oooo gooo gooo gooo
oo oo oo oo oo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oon oon gooo goo goo goo
At T January ooooo (5957) (399) (6,356) (7,148) (482) (7,630)
Charged to the consolidated oooooooo
income statement 3,584 54 3,638 1,065 78 1,143
Exchange realignment oooo (194) (15) (209) 126 5 131
At 31 December 0ooooooo (2,567) (360) (2,927) (5,957) (399) (6,356)
Set-off deferred income tax liabilities ooooooooo 2,550 360 2910 5,838 399 6,237

Deferred income tax assets, net at 31 December O0O00O0000000000

oooo tn

(17) (119) (119)

Deferred income tax assets are recognised for tax losses
carry forward to the extent that realisation of the related tax
benefit through the future taxable profits is probable. As at 31
December 2020, the Group had unrecognised tax losses to
be carried forward against future taxable income amounted to
HK$466,209,000 (2019: HK$418,791,000). These tax losses
have no expiry date except that HK$196,278,000 will expire
from 2021 to 2025 (2019: HK$164,623,000 will expire from
2020 to 2024). The potential deferred income tax assets in
respect of these tax losses which have not been recognized
amounted to HK$84,436,000 (2019: HK$75,789,000).

As at 31 December 2020, deferred taxation has not been
provided for in the consolidated financial statements in respect
of the withholding tax that would be payable on unremitted
earnings of certain PRC subsidiaries of the Group amounting
to approximately HK$219,130,000 (2019: HK$173,900,000)
as the Group is able to control the timing of the reversal of the
temporary differences and it is probable that the temporary
differences will not reverse in the foreseeable future.

0000000000000 O0O0O0O0O00
0000000000000 O0000000
0000000000000 00000000
0000000000000 0000000
0 0 466,209,0000 000 O O O O O 418,791,000
00mMO19,2780000 0000000000
0000000000000 D0 164,623,000
000000000000 000000000
00000000000 000000000
0000000000000 O84,436,0000 O

ooooogaozrs,zsgooot O

uoooooooooboooooboboboooo
oobobooobooooboooboooobao
goooooooooooobbbbOO0oo
oooooooooodoonno219,130,0000
mooooootz3eooooo0 0™ OoOoonOd
ooooocooood
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For the year ended 31 December 20200 0 0000000000000 0O0OO

33 WRITTEN PUT OPTION LIABILITIES

33 000oogood

For the year ended 31 December
doob0oooooooo

2020 2019

ooooo ooooao

HK$'000 HK$'000

goao ooao

At 1 January goooo 683,908 -
Issuance of written put option oooooooo 78,824 676,494
Unwinding of discount oooo 61,001 7,414
Exchange realignment oooo 7,474 -
Total oo 831,207 683,908

As at 31 December
gooooogoo

2020 2019
goooa ooooa
HK$’000 HK$'000
aoo god
Written put option liabilities oooooooo

- VBill (Cayman) (Note a) O VBill (Caymanl/ O O ald 738,620 683,908
— Megahunt HK (Note b) oooooooobo 92,587 -
Total ao 831,207 683,908

Notes: oon

(a)

In 2019, the Company, certain shareholders of VBill OPCO,
including Shen Zheng (also acts as the director of VBill (Cayman)),
Li Huimin, Xue Guangyu and Ge Xiaoxia (collectively the “VBill
Management Shareholders”), ELECTRUM B.V. (the “VBill Investor”),
VBill (Cayman) and VBill OPCO entered into a subscription agreement
(the “VBIill Subscription”), pursuant to which, the VBill Investor had
agreed to acquire approximately 11.21% effective shareholding
in VBill OPCO through subscription of the issued shares of VBill
(Cayman) at a subscription price of RMB588,000,000 (equivalent to
HK$676,494,000).

As a part of the VBill Subscription, VBill (Cayman) would grant a
put option, which the VBill Investor could request VBill (Cayman)
to repurchase, redeem and/or cancel all the VBill (Cayman)’s shares
held by the VBill Investor at its discretion from 31 December 2023 to
31 December 2025 under certain conditions at an exercise price of
RMB588,000,000 (equivalent to HK$676,494,000) plus 8.0% interest
per annum. The VBill Subscription was completed on 12 November
2019.

()

0000000000000 0000O00
0000000 O0VBill (Cayman)0 0000 O
000000000000 00VBIlOOOO
O COELECTRUM B.VID VBillO O O (IO VBl
(Cayman)D 00 O00DO0O0O0OMVBIIOODO
OODOOo0OVBIIOODOOODOOOOOOOO
0 0 588,000,00000 O 0 O 676,494,0000 O [T
0 VBill (Cayman)J 000000000000
011.21%000000

OO0VBIlOOODODOOODOVBIll (Cayman)
oooooO0oooOOoO0OOoOoooOoOoOoooao
ooooooooooOoOoooooooo
VBillD O O OO OO0OVBIll (Cayman)0 OO
ooo0O0o0ooooanosssoooooonononnO
676,494,0000 0008.0%0 00000000
OoDOoooOooveillDOOOOODOOVBIl
(Cayman)D OOVBIIOOOODODOODOO
ooooooooo
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

33 WRITTEN PUT OPTION LIABILITIES (Continued)

Notes: (Continued)

()

(Continued)

The fair value of the written put option liability is based on the
present value of the exercise price of RMB588,000,000 (equivalent
to HK$676,494,000) plus 8.0% interest per annum, by applying a
discount rate of 8%, and on the assumption that the put option will be
redeemable on 31 December 2023. The written put option liability was
denominated in US$ and classified under non-current liabilities.

In 2019, the Company, Megahunt, Megahunt HK, the management
team members and certain investors entered into a subscription
agreement (the “Megahunt Subscription”). The management team
members include Li Li, Liu Zhan-li, Xu Changjun, Xu Wensheng,
Yang Lei, Hui Lok Yan and Song Jie. The investors include Wonder
Pax Technology (Shenzhen) Co. Ltd (a subsidiary of PAX Global), O
ooo00oooOooOOOOO0OO0O0OO0OOO0OOO0OO0OO0OO0O0Gg OO0
00000000000 D0000D000O0O0DOcollectively the
“Megahunt Investors”). Pursuant to the Megahunt Subscription, the
Megahunt Investors have conditionally agreed to subscribe for an
aggregate of approximately 14.55% of the enlarged registered capital
of Megahunt at a subscription price of RMB80,000,000 (equivalent to
HK$87,441,000).

As a part of the Megahunt Subscription, Megahunt HK would grant a
put option, which the Megahunt Investors could request Megahunt HK
to repurchase all the Megahunt's shares held by the Megahunt Investor
at its discretion from 31 December 2023 to 31 December 2025 under
certain conditions at an exercise price of RMB80,000,000 (equivalent
to HK$87,441,000) plus 8.0% interest per annum. The Megahunt
Subscription was completed on 30 March 2020 (Note 34).

On 30 March 2020, a written put option liability of approximately
HK$78,824,000 was recognised at its fair value in the consolidated
balance sheet, with a corresponding entry of the same amount
recognised within equity ‘other reserves’. Its fair value is based on the
present value of the exercise price of RMB80,000,000 (equivalent to
HK$87,441,000) plus 8.0% interest per annum, by applying a discount
rate of 10.34%, and on the assumption that the put option will be
redeemable on 31 December 2023. The discount rate was assessed by
an independent valuer as at 30 March 2020. The written put option
liability was denominated in RMB and classified under non-current
liabilities.
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For the year ended 31 December 20200 0 0000000000000 0O0OO

34 DEEMED DISPOSALS OF SHARES OF
SUBSIDIARIES

(a)

(b)

(c)

Deemed disposal of Megahunt

Save as disclosed in Note 33, the Megahunt Subscription
was completed on 30 March 2020. Upon the completion
of the Megahunt Subscription, Megahunt remains as a
subsidiary of the Group. The Group was deemed to have
disposed of approximately 11.19% of Megahunt from
76.92% to approximately 65.73%.

Deemed disposal of CodeOne Data Limited

In 2020, VBill (Cayman), VBill Management Shareholders
and CodeOne Data Limited (“CodeOne”) (a subsidiary
of the Group) entered into a subscription agreement
(the “CodeOne Subscription”), pursuant to which, the
VBill Management Shareholders had agreed to acquire
approximately 17.72% effective shareholding in CodeOne
through subscription of the issued shares of CodeOne
at a subscription price of HK$1,772,000. The CodeOne
Subscription was completed on 30 March 2020. Upon
the completion of the CodeOne Subscription, CodeOne
remains as a subsidiary of the Group. The Group was
deemed to have disposed of approximately 17.72% of
CodeOne from 100% to approximately 82.28%.

Deemed disposal of Shenzhen Hi Sun FinTech
Global Limited

In 2020, ABS, certain management team members and
Shenzhen Hi Sun FinTech Global Limited (“Shenzhen
Hi Sun”) (a subsidiary of the Group) entered into
a subscription agreement (the “Shenzhen Hi Sun
Subscription”), pursuant to which, the management
team members had agreed to acquire approximately
30% effective shareholding in Shenzhen Hi Sun through
subscription of the issued shares of Shenzhen Hi Sun
at a subscription price of RMB6,000,000 (equivalent to
HK$6,543,000).

34 000oodbooonood

@)

(b)
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34 DEEMED DISPOSALS OF SHARES OF
SUBSIDIARIES (Continued)

(c)

(d)

Deemed disposal of Shenzhen Hi Sun FinTech
Global Limited (Continued)

The Shenzhen Hi Sun Subscription was completed on 10
April 2020. Upon the completion of the Shenzhen Hi Sun
Subscription, Shenzhen Hi Sun remains as a subsidiary of
the Group. The Group was deemed to have disposed of
30% of Shenzhen Hi Sun from 100% to 70%.

Deemed disposal of Hi Sun FinTech Global Limited
In 2020, Emerging Technology Limited (a subsidiary
of the Group) and Shenzhen Hi Sun entered into an
agreement (the “Hi Sun FinTech Agreement”), pursuant to
which, Shenzhen Hi Sun had agreed to purchase 100%
equity interest of Hi Sun FinTech Global Limited (“Hi
Sun FinTech”) from Emerging Technology Limited at nil
consideration.

The Hi Sun FinTech Agreement was completed on 7
October 2020. Upon the completion of the Hi Sun FinTech
Agreement, Hi Sun FinTech remains as a subsidiary of the
Group. The Group’s interest in Hi Sun FinTech decreased
from 100% to 70% accordingly.

34 0000000000 Oooo
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34 DEEMED DISPOSALS OF SHARES OF
SUBSIDIARIES (Continued)

34 0000000000 OoDo

Gain on deemed disposals of shares of subsidiaries is 000000000000 D0O0O0O000

calculated as follows:

For the

year ended

31 December
2020
gooboooo
goooooo
ooo
HK$’000
ooo

Megahunt Subscription ooooono
Proceeds received from the Megahunt Subscription OO0 O00O0O0000O0O 87,441

228

Less: recognition of non-controlling interests goooooooo (47,160)
Less: proportionate share of accumulated currency 000 0000000000000
translation differences re-attributed to non- ooooooooo
controlling interests (1,697)

Less: directly attributable transaction costs ogoooooooao (437)
Gain on deemed disposal of Megahunt recognised OO0O0O0O0O0OO0OOOO

in other reserves oooooao 38,147
CodeOne Subscription oooooo
Proceeds received from the CodeOne Subscription O O0O00O0O00000O 1,772
Less: recognition of non-controlling interests oooooogooo (1,256)
Less: directly attributable transaction costs ooooDooooo (150)
Gain on deemed disposal of CodeOne recognised OO00O00O0O000O0O0O0O0OOO

in other reserves 366
Shenzhen Hi Sun Subscription gooooooo
Proceeds received from the Shenzhen Hi Sun O0ooooooooono

Subscription 6,543
Less: recognition of non-controlling interests ooooooooo (6,203)
Gain on deemed disposal of Shenzhen Hi Sun oooooooooooo

recognised in other reserves oooooo 340
Hi Sun FinTech Agreement ooooon
Recognition of non-controlling interests ooooooo 921
Gain on deemed disposal of Hi Sun FinTech Oo0ooooooooo
Messneinothenreserves ... e 021
Gain on deemed disposals of shares of subsidiaries 0O O0O0O0OO0O00OOO 39,774
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34 DEEMED DISPOSALS OF SHARES OF 3 00000OODDOODLDOoOO
SUBSIDIARIES (Continued)

Set out below is the summary of the impact on other reserves 000000000000 DO000O000O0
in respect of the deemed disposals of shares of subsidiaries and ooo0000000O0o0oo0o0000an
the written put option liability:

Other
reserves
good
HK$'000
ooo
Gain on deemed disposals of shares of subsidiaries OO0 O0O0O0O0O00O0O0OO0O 39,774
Initial recognition of the written put option liability 00000000 000000000
of Megahunt (78,824)
(39,050)
In the consolidated cash flow statement, net cash inflow 000000O00O00ooooooooooo
from deemed disposals of HK$95,169,000 represents 0ooo9s1e90000 000000000000
proceeds received from the Megahunt Subscription, 00000000000 DOObOOoODOOOoDOO
CodeOne Subscription and Shenzhen Hi Sun Subscription 0 0 87,441,0000 O O1,772,0000 O O 6,543,000
of HK$87,441,000, HK$1,772,000 and HK$6,543,000 00000000000000000000
respectively, less the directly attributable transaction costs 000000 0437,0000 OO 150,0000 00

of Megahunt Subscription of HK$437,000 and CodeOne
Subscription of HK$150,000, respectively.
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For the year ended 31 December 20200 0 0000000000000 0O0OO

STATEMENT

35 NOTES TO THE CONSOLIDATED CASH FLOW

(a) Reconciliation of profit before income tax to net

B Uooooobooo

(@ DOOOOOOOOOOOODOOO

cash generated from operations o0o0o
For the year ended
31 December
oooobOoocooobooo
2020 2019
goooo goooo
HK$'000 HK$'000
gdod gdod
Profit before income tax goooogao 889,796 776,623
Adjustments for: ooo
Depreciation of property, ooooboooooo
plant and equipment 222,762 362,116
Depreciation of right-of-use assets 0oo0opoon 32,566 29,392
Depreciation of investment properties 000000 205 197
Amortisation of intangible assets oooooo 1,925 112
Impairment loss of intangible assets 0o0Do0oo0o0ooo 1,515 -
Net fair values gains on financial 00D00O00o0o0O0o0o0ooo
assets at fair value ooooooo
through profit or loss (245,190) (21,923)
Loss/(gain) on disposals of property, oo0Do0oDoDopooooo
plant and equipment 0000000 86 (50)
Write off of property, plant and ooOoDoooooo
equipment 26,156 94,701
(Reversal of provision)/provision for o0ooooO0oO0oO0oOn
inventories (2,740) 5,539
Employees’ incentive programmes goooooooooa
of subsidiaries 40,191 30,303
Share of results of investments 0000000DD0000000
accounted for using the equity
method (301,512) (208,695)
Loss on deemed acquisition and ooooooooooooo
dilution of interest of an investment oooooooooo
accounted for using the equity oooo
method, net 1,044 =
Credit impairment loss ooooon 67,176 48,800
Interest income oooo (70,975) (53,572)
Finance costs oooo 63,722 10,245
Operating profit before working 00o0pDOooOoooDoo
capital changes 726,727 1,073,788
Increase in bank deposits oooooo (5,763) -
(Increase)/decrease in inventories oOoooooooo (15,456) 58,876
Increase in trade and bills receivables OO0o0Ooooooooo (45,790) (71,485)
(Increase)/decrease in loan receivables OO 000000000 (663,347) 98,559
Decrease in other financial assets oooooooooooooo
at amortised cost Oood 39,304 4,376
(Increase)/decrease in other assets Oo0ooooooooao (12,287) 4,695
Decrease/(increase) in amounts due ooooooooboooooao
from investments accounted for ooooooo
using the equity method 1,297 (5,249)
Increase/(decrease) in amounts due go0ooooooooog
to investment accounted for ooooooooo
using the equity method 12,870 (7,675)
Increase in trade and bills 00000000 oOoooooo
payables, payables for payment 00oo00ooOooooooo
processing solutions business and 0000000000000
other payables and accruals 161,902 214,410
Cash generated from operations oooooao 199,457 1,370,295
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35 NOTES TO THE CONSOLIDATED CASH FLOW 35 000000000000
STATEMENT (Continued)

(b) In the cash flow statement, proceeds from disposals
of property, plant and equipment comprise:

(c)

(o) OOOOOOODOOCOOOOODO
gooooooba

For the year ended
31 December
O0DooOoouoooooo

2020 2019

oooon goooo

HK$’000 HK$’000

ggoo ooo

Net book amount (Note 15) ooowooiso 462 107

(Loss)/gain on disposals of property, 00000000000

plant and equipment 0000000 (86) 50
Proceeds from disposals of property, 00000000000 O00O00O

plant and equipment 376 157

Reconciliation of liabilities arising from financing

activities

This section sets out the movements in liabilities arising

(o 00DD0DODOO0OO

oboooOoooooocoocOoooooa

from financing activities for each of the years presented. oaoa
Borrowing  Lease liabilities Total
oo gooao oo
HK$'000 HK$'000 HK$'000
ooo god goad
As at 1 January 2019 gooooooood 10,247 57,677 67,924
Cash flows oooo (4,538) (27,942) (32,480)
Addition oo - 30,793 30,793
Exchange difference oooo (132) (1,218) (1,350)
As at 31 December 2019 oooooo
goooooo 5,577 59,310 64,887
As at 1 January 2020 gooooooood 5,577 59,310 64,887
Cash flows oooo (5,623) (39,338) (44,961)
Addition oo - 30,017 30,017
Exchange difference oooo 46 3,489 31535
As at 31 December 2020 gooooo
goooooo - 53,478 53,478
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36 CONTINGENT LIABILITIES

In 2015, the Company entered into a performance guarantee
agreement with a customer (the “Performance Guarantee
Agreement”). Pursuant to the Performance Guarantee
Agreement, the Company agreed to provide the customer with
a guarantee in relation to the due and punctual performance
of a subsidiary of the Group in providing services for a
modernisation project with not more than HK$60,000,000
(2019: HK$60,000,000) and claims of infringement of third
party’s intellectual property right. As at 31 December 2020,
the Company does not recognise any liability in relation to
the Performance Guarantee Agreement as the Directors of
the Company consider the possibility of reimbursement is not
probable.

In 2020, the Company entered into a guarantee agreement
with Megahunt, Mega Hunt HK and Tianjin Mega Hunt
Microelectronics Company Limited (“Tianjin Mega Hunt”)
(the “Guarantee Agreement”). Pursuant to the Guarantee
Agreement, the Company agreed to provide Megahunt, Mega
Hunt HK and Tianjin Mega Hunt with a guarantee to repay
the due and unsettled debts of Megahunt, Mega Hunt HK and
Tianjin Mega Hunt payable to a supplier, should Megahunt,
Mega Hunt HK and Tianjin Mega Hunt or fail to honour their
obligations, with not more than HK$78,000,000 (equivalent
to US$10,000,000). As at 31 December 2020, the Company
does not recognise any liability in relation to the Guarantee
Agreement as the Directors of the Company consider the
possibility of reimbursement is not probable.

Save as disclosed above, the Group had no material contingent
liability as at 31 December 2019 and 2020.
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36 UOogd

oob0ooo0ooooo0ooooooOooonoao

oobobmoooocooomoooooooao
obooboooocOooOooOooooooooo

oooboooocOooooooooooooo

goo0oobooobood0oDbdbdeo,000000
0000bOO0O00D0ODbeo,000000000000O0O0O

oob0oooO0oooO0oooOoOoooOooooao

oo0ooo0oooO0oooOO0O0oooOooooo

oobooooooooooooo

ooboooboooboooOoOoOooOobocoooo
oboobooooOooooOomoooboOoa
oobDomooOo0oOnooooooboooo
goooooooooooobobbobobooo
0 0 78,000,0000 0O O O O 10,000,0000 O OO
obooooooOoOoOooOoOoOoooOOO0OO0o
oo0oooO0oooOoooOOoobOOoOoooonoo
ooboooooooocbooooboooobao
gobooooboobooooobooobooo
gooooooobobobooooobbooono
oobooooooooooooo

o0o00o0O00oCcOoOoO00O0oO0ooOOoOooOoo
oo0ooo0oOobcoO0oOooOoooOooooao
oo



oooOooooOooooo ooooooo

Notes to the Consolidated Financial Statements

%o 0 WA 5w R B i

For the year ended 31 December 20200 0 0 0000000000000 0O0O

37 RELATED PARTY TRANSACTIONS

As at 31 December 2020, Rich Global Limited (incorporated in
British Virgin Islands) owns 22.22% of the Company’s shares.
The remaining 77.78% of the shares are widely held.

(a) Transactions with related parties
Except for those disclosed below and other than those
disclosed elsewhere in the consolidated financial
statements, the Group has no other significant transaction
with related parties during the year ended 31 December
2020 (2019: same).

Transactions with PAX Global, an
associated company:
— Rental income (Note i)
— Purchase of electronic payment
products (Note ii)
— Sales of mag-stripe card security
decoder chips (Note iii)
Transactions with Cloopen, an
associated company:
— Technical and support services fee
(Note iv)
— Provision of platform operation
services (Note v)

oo0oouooig

oooiid

7 0gnoond

gooooooooooooobooboooo
00 00O 0O0ORich Global LimitedD OO OO
22.22%000007778% 0000000000

( 0000000
00000000000000000
00D000000000000000
000000000000000000
000000000000000000M

For the year ended
31 December
gboboooobooobda

goooooboboboboogon

oooooooouooing

oooooooooooao
00000Cloopen 0 OO

ooooooooooogivg

ob0oooooooovg

2020 2019
oooon goooo
HK$’000 HK$'000
oon ooo
1,493 1,431
38,595 47,498
76,607 52,138
28,857 39,283
7,190 2,385

Notes:

() Rental income from an associated company was charged at a
fixed monthly fee mutually agreed between the two parties.

(i) Purchase of electronic payment products was transacted pursuant
to the terms and conditions set out in the framework agreement
entered into by the Group and an associated company dated 31
December 2015. The Group and an associated company had on
5 December 2018 entered into new framework agreements with
revised terms and conditions governing the purchase of electronic
payment products effective from 1 January 2019.

(iii) Sales of mag-stripe card security decoder chips were transacted
pursuant to the terms and conditions set out in the framework
agreement entered into by the Group and an associated
company on 31 December 2016. The terms and conditions of
the framework agreement have been renewed on 30 December
2019.

ooo

() O000D0000O0O0OO0O0OOO0O0DOO0O0O0
oooooooooo

() O000D0O00OO0OOOOO0OOO0O0DOOOO0
goooO0O0o00000OOCc0OO000ooo
gooooocoOoooOooOoOoOooOoOooooo
gooobooooobooooOoooooooo
gooO0oO0O0ooo0ooOo0ooOoO0oOoO0ooo
gooO0oo0oocOoO0OoOoooooOooOoooo
goooo

iy 0O0O0OO0OO0OO0O0OOOOO0O0OOOO000
gooobooooooooOoooooboooo
gooO0o0oocO0o0OOoO0O0OO0O0oOoo0ooonO
goooOooOo0oOoooOOoCcOoOoOoOoooo
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37 RELATED PARTY TRANSACTIONS (Continued) 37 U0b000Oooo
(a) Transactions with related parties (Continued) (@ DOOODDOOOOO
Notes: (Continued) oomoo
(iv) Technical and support services fee were charged pursuant to the (v OODDOOOOOCOOOOOOOODODOOO
terms and conditions set out in the framework agreement entered 00000000000000000000
into by the Group and an associated company on 9 May 2016. oooooooo
(v)  Provision of platform operation services were transacted pursuant (vw 0O0DDDOOOOOODOOOOOOODODO
to the terms and conditions set out in the contracts entered into 00000000OO00O0OO00OO0O0D0OO000
by the Group and an associated company on 28 September 2018 0ooo0ODO0OO0O00O0O0DOO0O000000
and 1 November 2018, respectively. ooog
(b) Balances with investments accounted for using the () OOOOOOoooOoDDO

equity method

As at 31 December
gooooood

2020 2019
ooooo ooooo
HK$’000 HK$'000
ooo ooo
Amounts due from associated ooooooooooig
companies (Note i) 19,957 19,970
Amounts due to associated companies 0 0 00000000 0/0
(Note i) (43,936) (21,226)
Dividend receivable from PAX Global, 0 0 00 O0QO0Q0QOO0OO0OOOd
an associated company (Note ii) oooiid 36,400 -
Note i: As at 31 December 2019 and 2020, these balances are gOoOoo0000O0000O0O0OO0OOOO0OO0
denominated in RMB, unsecured, interest-free and repayable 000000000 0O0o0ODOO0OO0oo0Oo0
on demand. 0o00ooOooooooooooo
Note ii: On 18 December 2020, PAX Global has resolved to declare ooiooooo0o0oo0OoooOooooooa
and pay a special dividend of HK$0.10 per ordinary share to O0o0oO00oooOoOoOooooOoOoOoo
shareholders. The amount was subsequently received after the Oo00b0oo0OO0ODODOOOOOODODO
reporting period. ooooo
(c) Key management compensation (c) DOoOoooooOo
During the years ended 31 December 2020 and 2019, key 00000000 DO0OD0O0OO0OD0O0OO0
management compensation is equivalent to the directors’ 00000000000 D0O0OO000O0
emolument as disclosed in Note 39. 00039000000000
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38 BALANCE SHEET AND RESERVE MOVEMENT OF

300000000 DbO0ODOOn

gogooooooo

As at 31 December
gooooogon

2020 2019
ooooao ooooo
HK$’000 HK$’000
ogoo oood
Assets oo
Non-current assets ooooa
Investment properties oooo 1,536 1,794
Right-of-use assets ooooo 19,714 20,474
Investments in subsidiaries ogoooooo 713,189 713,189
Investment accounted for using the oooooooooao
equity method 259,770 259,770
Total non-current assets ooooood 994,209 995,227
Current assets ogooo
Other current assets gooooo 864 745
Other financial assets oooooooo
at amortised cost ogooooada 36,606 202
Financial asset at fair value through ooooooooo
profit or loss oooo 1,036 1,712
Amounts due from subsidiaries ooooooon 392,027 502,857
Cash and cash equivalents oooooooo 530,065 419,338
Total current assets gooooao 960,598 924,854
Total assets oooo 1,954,807 1,920,081
EQUITY oa
Capital and reserves attributable to goooooooooo
owners of the Company oo
Share capital oo 6,942 6,942
Reserves oa
1,304,585 1,279,650
Total equity oooo 1,311,527 1,286,592
LIABILITIES oo
Current liabilities gooo
Other payables and accruals ooooooooooon 28,820 27,762
Amounts due to subsidiaries oooooooo 599,660 590,927
Current income tax liabilities ooooooo 14,800 14,800
Total current liabilities oooooao 643,280 633,489
Total liabilities oooo 643,280 633,489
Total equity and liabilities goooooad 1,954,807 1,920,081
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38 BALANCE SHEET AND RESERVE MOVEMENT OF 38 OO0 0O0O0O0OO0OOO0O0O0OOO0OO
THE COMPANY (Continued)

Balance sheet of the Company (Continued) O0o0oOoOoOoooooa
Note (a): Reserves movements of the Company O0EpOoooooooo
Share Contributed Other  Accumulated
premium Surplus reserves loss Total
(Note)

oooa oooao oooao oooo 0o

HK$'000 HK$'00 HK$'000 HK$'000 HK$'000

goo ooo gooo goo goo
At 1 January 2020 ooooocooooo 1,290,857 46,417 26,900 (84,524) 1,279,650
Profit for the year goog - - - 24,935 24,935
At 31 December 2020 ooooooooooooa 1,290,857 46,417 26,900 (59,589) 1,304,585
At 1 January 2019 oooooooooo 1,290,857 46,417 34,223 (53,452) 1,318,045
Loss for the year goog - - (7,323) (31,072) (38,395)
At 31 December 2019 oooooooooooon 1,290,857 46,417 26,900 (84,524) 1,279,650
Note: ooo
The contributed surplus of the Company represents the excess of the 00000000000000000000D00O0O0
fair value of the shares of the subsidiaries acquired pursuant to the 000000000000 000000000DO00O
reorganisation over the nominal value of the Company’s shares issued in 0000O0OD0ODO0OO0000000O0DOO0OO0O0000O0
exchange thereof. Under the Companies Act 1981 of Bermuda, a company 0Oo0oD0o00000ODO0OO00ODooo

may make distributions to its members out of the contributed surplus under
certain circumstances.
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

39 BENEFITS AND INTERESTS OF DIRECTORS
(DISCLOSURES REQUIRED BY SECTION 383 OF
THE HONG KONG COMPANIES ORDINANCE
(CAP. 622), COMPANIES (DISCLOSURE
OF INFORMATION ABOUT BENEFITS OF
DIRECTORS) REGULATION (CAP. 622G) AND
HK LISTING RULES)

(a) Directors’ and chief executive’s emoluments
The remuneration of every director and the chief executive
is set out below:

For the year ended 31 December 2020:

00000000000 oobobbon
goe220 0038300000 DO OO
oo bobe22cGt o 00O
ubooooooood

( 0000000000

ooooOoooOooocOoOoOoooOoo

oboboooooooboboooooo

Emoluments
paid or
receivable
in respect of
director’s other
services in
Remuneration - connection with
paid or the management
Employer's receivable  of the affairs of
Estimated contribution inrespectof  the Company
Discretionary Housing  money value of  to a retirement ~ accepting office ~ or its subsidiary
Fees Salary bonuses allowance  other benefits  benefit scheme as director undertaking Total
goooooo
goooooo
00000 oOoobCoOoo
oooo goooo 000000 O©OOoDOoOoOo
0o oo gooo 0o0o0 0Ooo0OO0 Ooooooo poooo oooo 0o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo 0oo ooo ooo ooo
Executive directors oooo
Cheung Yuk Fung ooo 1,080 - 1,300 - - - 2,380
Kui Man Chun goooooooo
(Chief Executive Officer) - 2,520 6,200 - 18 - 8,738
Xu Wensheng ooao = 2,180 6,000 18 - 8,798
Li Wenjin ooo - 2,160 6,000 - 18 - 8178
Xu Chang Jun goo - 2473 5,400 18 - 7,891
Independent non-executive ooooooo
directors
Tam Chun Fai ooo 220 - 200 - - 40
Leung Wai Man, Roger ooo 220 - 200 - - - 420
Chang Kai-Tzung, Richard ooo 220 - 200 - - 420
Total 0o 1740 9933 25,500 - 2 - 37,245
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For the year ended 31 December 20200 0 0000000000000 0O0OO

39 BENEFITS AND INTERESTS OF DIRECTORS
(DISCLOSURES REQUIRED BY SECTION 383 OF
THE HONG KONG COMPANIES ORDINANCE
(CAP. 622), COMPANIES (DISCLOSURE
OF INFORMATION ABOUT BENEFITS OF
DIRECTORS) REGULATION (CAP. 622G) AND
HK LISTING RULES) (Continued)

(a) Directors’ and chief executive’s emoluments
(Continued)
For the year ended 31 December 2019:

39 O

U
U

@

goboobogbod

goog
doe220 0038300000 D OO
gooo

00000 000622600
gobbbuoddooo

ooooODODbO0O000000

gboboooocooobobooooo

Emoluments

paid or

receivable

in respect of

director’s other

services in

Remuneration  connection with
paidor - the management

Employer's receivable of the affairs of
Estimated contribution inrespectof the Company
Discretionary Housing  money value of  to a retirement accepting office o ts subsidiary
Fees Salary bonuses allowance  other benefits  benefit scheme as director undertaking Total
ooooooo
gooooooo
po0O0OD oooo0O0O0D
oooo ooooo 0o0DOO0OO0OO0 oooDOoOoo
0o 0o oooo 0000 000000 OOooooad poooo oooo 0o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
0oo 0oo ooo ooo 0oo 0oo ooo 0oo 0oo
Executive Directors oooo
Cheung Yuk Fung ooo 1,050 - 1,300 - - - - - 2,350
Kui Man Chun ooooooooo
(Chief Executive Officer) = 2,460 6,200 = = 18 &= = 8,678
XuWensheng ooo - 2,741 6,000 - 4364 18 - - 13123
Li Wenjin ooo - 2,070 6,000 - - 18 - - 8,088
Xu Chang Jun ooa > 2416 5,400 S 3,928 18 S S 11,762
Independent Non-Executive oooooon
Directors
Tam Chun Fai ooo 208 - 200 - - - - - 408
Leung Wai Man, Roger ooo 208 - 200 - - - - - 408
Chang Kai-Tzung, Richard ooo 208 = 200 = = = = = 408
Total oo 1,674 9,687 25,500 - 8292 7 - - 45205
(b) Directors’ retirement benefits (by OOODOO
None of the directors received or will receive any 0000000000000 00000
retirement benefits during the year (2019: Nil). 0ooooooooOom
(c) Directors’ termination benefits (c DOooooo
None of the directors received or will receive any 00o0ooO0oO0obODOOoOoOooDOoOoOoo
termination benefits during the year (2019: Nil). 0ooooooooom
(d) Consideration provided to third parties for making d OOOoOoOOODOCoOoOoOooOOoO

available directors’ services

During the year ended 31 December 2020, the Company
did not pay consideration to any third parties for making
available directors’ services (2019: Nil).

oooooooOoooocOoooooad
ooooooooOoooooooooao
oobooooOooooooooom
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For the year ended 31 December 20200 0 0 0000000000000 0O0O

BENEFITS AND INTERESTS OF DIRECTORS
(DISCLOSURES REQUIRED BY SECTION 383 OF
THE HONG KONG COMPANIES ORDINANCE
(CAP. 622), COMPANIES (DISCLOSURE
OF INFORMATION ABOUT BENEFITS OF
DIRECTORS) REGULATION (CAP. 622G) AND
HK LISTING RULES) (Continued)

(e) Information about loans, quasi-loans and other
dealings in favour of directors, controlled bodies
corporate by and connected entities with such
directors
During the year ended 31 December 2020, there is no
loans, quasi-loans and other dealing arrangements in
favour of directors, or controlled bodies corporate by and
connected entities with such directors (2019: Nil).

Directors’ material interests in transactions,
arrangements or contracts

Save as disclosed, no significant transactions, arrangements
and contracts in relation to the Company’s business to
which the Company was a party and in which a director
of the Company had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time
during the year (2019: Nil).

(f)

EVENTS AFTER THE BALANCE SHEET DATE

On 19 January 2021 (New York Time), Cloopen made a public
filing of its registration statement (the “Registration Statement”)
pursuant to the United States Securities Act of 1933, as
amended, with the United States Securities and Exchange
Commission (the “SEC”) in connection with its proposed
listing and offering (the “Cloopen Transaction”) of its American
depositary shares (“ADSs”) on the New York Stock Exchange
(“NYSE”). The trading in the ADSs on NYSE commenced on
9 February 2021 (New York time). The Convertible Series C
Preferred Shares and Convertible Series D Preferred Shares
(“CPS”) held by the Group were converted into ordinary shares
of Cloopen.

Immediately upon completion of the offering of the ADSs
on 9 February 2021 and the conversion of the CPS into the
ordinary shares, the equity interest of the Company in Cloopen
was diluted and reduced to 17.42% and Cloopen ceased to
be an associate of the Group. The CPS which were previously
classified as financial assets at FVPL were derecognised and the
listed shares of Cloopen were accounted for at fair value with
reference to the trading price with the corresponding gain of
the recognition of the listed ordinary shares credited to profit
or loss. Upon completion of the offering of the ADSs on 9
February 2021, the Group's interest in Cloopen was classified
as a financial asset at FVOCI, with subsequent fair value
movement recognised in other comprehensive income.

On 8 March 2021, the interest of the Company in Cloopen was
further diluted and reduced to 17.10% after the full exercise of
the over-allotment option by the underwriters.
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ooooOooooooocOoooooo
oooooooooooobooooooo
oo0oooO0O0oocoOoO0o0ooooooao
oooooOoooooOooom
() DOODOOOODOO0ODOOOoODOO
o0o00oooObOOOoO0oODOOoOoOoODOOo
obooOOooO0ooOooooOoooooo
obOooOoooooocoocOoooooa
ooooooooooooObCcOooa
goom

gooooo

00000000D00D0000000O™Cloopen
oboooooboDoOo0ooOooOooOOooooo
oboo00oO0mOoocO0oooomoooooo
O0MO00mo00 00D CloopenD O MO
oooO0o0oo0ooOmoooOooDmoooo
oo0bmoooOoOonooooooooo
oobooocomoocoomooooooao
gooobocoooobooooobboboonDno
0000MO000000D0m0 0O Cloopend
ooao

0000000000000000000
0000000000000 000000
O0O00OCloopen0 0 O00O00DODO17.42%00
CloopenD 000000000000 DOOOO
00o00000O00O00000O00oOoo0o0a0
O000D0000Cloopen0 000000000
oo0ooooooo0ooo0ooonooooao
oooooooooooooooooooad
0000000000 0Cloopend 00000
0000000000000 000oooon
ooo0oooooooocoooooooo

0000000000000 00Cloopent O
oo0o0oooO0ooboOooOoo0O0oooO0oooD0o
oooo0o17.10%d
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A summary of the published consolidated results and of the 00000000000 0O0O0O0O0O0DOOO
consolidated assets and liabilities of the Group for the last five 0000000000 O0O0O0O0OOOOOO
financial years, as extracted from the audited financial statements 0000000000

and restated as appropriate, is set as below:

Year ended 31 December
000o00O0o0OO0ooDon
2020 2019 2018 2017 2016
00000 0OO0O0O0OO0O DbOO0OO0OO 00000 OoODoooo
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000

ooo gooo gooo ooao ooo

Results oo
Profit/(loss) attributable to oooboooog

owners of the Company poooooag 656,685 569,111 278,175 346,144 283,964
Assets and liabilities oooono
Total assets gooo 9,717,099 8,149,068 6,632,517 5,657,451 5,499,041
Total liabilities oooa (3,349,595)  (2,870,556)  (2,061,242)  (1,493,906)  (1,913,374)
Capital and reserves attributable to ooooooono

the owners of the Company goooao 5,542,066 4,687,048 4,378,213 4,059,342 3,531,216
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