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Revenue

Loss for the year
EBIT

EBITDA

(Loss)/earnings per share

— basic (RMB)

(Loss)/earnings per share

— diluted (RMB)

Ordinary shares (shares)
Cash and cash equivalents

(including pledged
bank deposits)

Total assets
Net asset value

Net asset value per share

(RMB)
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Five-Year Financial Summary

2021 2020
== s T2 F
RMB’000 RMB'000
INL B ARETT
50,083 191,648
(96,366) (56,950)
(95,375) (55,517)
(89,594) (50,330)
(0.0150) (0.0088)
(0.0150) (0.0088)

5,635,970,924 5,635970,924

56,797 60,469
163,734 255519
108,781 199,605

0.02 0.04

2019
—ZT-NF

RMB'000
AREET T

25,797
(52,400)
(59,903)
(50,078)
(0.0067)
(0.0067)

5,635,970,924

226,374

322,433
268,416

0.05

hFMBEE

2018 2017
—TN\F ZELE
RMB'000 RMB'000
ARBTE ARMTR
17,356 15,693
(62,414) (5,666)
(63,802) (134)
(55,222) 14,407
(0.0117) 0.0033
(0.0117) 0.0033
5635970924 4,762,033,424
252,459 20,551
377323 246,080
317,060 150,480
0.06 0.03
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Chairman’s Statement

FEHS

Dear Valued Shareholders,

On behalf of the board (the “Board") of directors (the “Directors”) of Smartac
International Holdings Limited (the "Company”) together with its subsidiaries
(the “Group”), | hereby present the annual results of the Group for the year
ended 31 December 2021 (‘FY2021").

During FY2021, the COVID-19 pandemic and rampant virus variants caused
wide-ranging impacts, including travel and customs clearance restrictions.
Although the strict epidemic prevention and quarantine policies prevented the
spread of the variant viruses, they weakened consumer confidence. As a result,
the global business environment did not significantly improve. The pandemic
has accelerated the trend of online consumption and increased public
awareness of health and wellness, driving the demand for healthcare products.
Although the Group has invested resources to seize the opportunities in these
two areas, due to the fierce competition, the development in these areas was
yet to be improved in FY2021. In 2020, the Group introduced a number of
international luxury lifestyle brands, including clothing, personal care and skin
care products, etc. The repeated pandemic dragged the full recovery of
consumers’ confidence on the Group's international luxury lifestyle brand
products. The Group has a number of physical stores and one concept store in
Hong Kong, and it has flagship stores on major e-commerce platforms in the
People's Republic of China (“PRC"). Although the Group has a strong
e-commerce team, innovative solutions and one-stop services, it has not been
able to further increase the sales of its international luxury lifestyle brand
products. Staff costs and fixed rental expenses further increased the financial
burden of the Group. In addition, backlog of inventories and the provision for
large amount of overdue receivables resulted in undesirable performance in
FY2021.

Facing unprecedented challenges, the Group has adjusted its management
and operation direction, and sold some of its loss-making subsidiaries,
including Upfront Success Holding Limited, which is engaged in online and
offline general merchandise trading in the PRC and Hong Kong, and Smartronic
Limited, which is principally engaged in marketing of health products in the
PRC and Hong Kong, so as to reduce operating losses and further financial
burdens. The Group has also adopted a proactive approach to collect overdue
accounts receivable and dispose of overstocked inventories. We have
transferred the inventories in eight public warehouses to a central warehouse
managed by ourselves for centralized processing. Human resources have been
redeployed to improve operational efficiency, thereby reducing operating
expenses.

EHABRR

RAABRRBRKEEERARART AR
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The Group continues to target the health products market. In FY2021, the
Group established Zhangzhou Keruilin Biotechnology Co., Limited* (E/H it
WA YR AR A 7)) in the PRC and increased its equity interest from
60% to 100% in early 2022, which is mainly engaged in the marketing,
promotion and sale of health products in the PRC. The Group is actively
exploring other investment opportunities, and will not rule out the
development of existing electronic data platform services that in which Group
has been acquired rich experience, including investment in wireless network
equipment.

The electronic payment solutions business recorded a growth in FY2021,
despite the pandemic and keen market competition. It is believed that the
WeChat Pay services will experience solid growth once border shutdowns are
lifted as the pandemic eases. Last but not least, | would like to extend my
heartfelt gratitude to the Board, the management team and all staff for their
contributions and commitment amid the COVID-19 pandemic. At the same
time, | would like to extend my sincere gratitude to our customers, business
partners and shareholders for their continuous support and trust. The Group
will continue to work hard to create greater long-term value for our
shareholders.

* For identification purpose only

Yang Xin Min
Chairman

25 March 2022
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Management Discussion and Analysis

BB kD th

BUSINESS REVIEW

The Company is an investment holding company, and its subsidiaries are
engaged in (i) Online to Offline ("020") commerce; (ii) electronic payment

solutions; and (iii) others (i.e. provision of IT system development and support

services).

(i)

020 commerce segment

The Group consolidated its resources and optimized its channels by
redeploying its online and offline operations in Hong Kong and the PRC,
with a view to enhance the Group’s capabilities as an e-commerce
service provider. As at 31 December 2021, the 020 commerce segment
was mainly involved in (i) provision of online and offline commerce
solutions for authorised brands; (ii) provision of innovative e-tailing
solutions for the sales and distribution of branded goods; and (iii)
provision of customised supply chain management solutions for
enterprises.

Segment revenue for FY2021 decreased by approximately 76.2% to
approximately RMB44,974,000 (2020: approximately RMB188,916,000),
representing approximately 89.8% of the Group’s total revenue. The
decrease in segment revenue was mainly attributable to the scale down
of the resources input in the supply chain management solutions
business starting in the second quarter of 2021 of the Group and the
recurrence of the epidemic in Hong Kong resulting in the failure to
achieve, the expected sales of authorised brand products.

EH5ORE
ARRBREERAR  ETHEBAREZEER
H AR £ T ([020]) B 7% (i) & F S g R
77 5 R (i) E A 0 2R (BN B AR R e i 3 ) 2
BERRE) ©
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SHEERE(NAFERBREHRE LR
BTEBRATER: (\REELIHED
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LA R (iii) A1 2R E Il L FE SR B IR AR R

EX

RZZEZ—F 25 HRATEL 76.2%
ELHNRBE24974000 T ( ZF T F
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(iii)

Electronic payment solutions segment

A subsidiary of the Group, Haihai Limited (“Haihai") provides electronic
payment solutions through providing mobile payment services in Hong
Kong to merchants with payment access, settlement and marketing
functions offered by WeChat Pay. Haihai has been working with
merchants engaged in a wide range of retailing industries, including
medical and pharmaceutical services, cosmetics and beauty, jewelry,
apparel, food and beverage, etc,, so as to offer customers a more
convenient and fast mobile payment option when making both online
and offline purchases.

Segment revenue for FY2021 increased by approximately 24.9% to
approximately RMB2,436,000 (2020: approximately RMB1,950,000),
representing approximately 4.8% of the Group's total revenue. Despite
repeated outbreaks of the epidemic, the overall local consumption
sentiment has improved compared with last year, leading to an increase
in WeChat Pay transaction amounts.

Others segment (provision of IT system development and
support services)

The others segment provides tailor-made social customer relationship
management ("CRM") platforms and IT support services to clients which
are mainly shopping mall operators, property management companies
or developers in the PRC. The use of big data in the social CRM platforms
assists clients in understanding consumers’ behaviour and personalising
customers’ experience which facilitate clients to target their promotion
and marketing activities.

Segment revenue for FY2021 increased by approximately 241.8% to
approximately RMB2,673,000 (2020: approximately RMB782,000),
representing approximately 5.3% of the Group'’s total revenue. The
increase was mainly due to the alleviation of the epidemic in China
which resulted in the gradual recovery of foot traffic at shopping malls
and consumer confidence.

Management Discussion and Analysis

(ii)

(iii)
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Management Discussion and Analysis

EREmRa

FINANCIAL REVIEW
Revenue

During FY2021, the Group recorded revenue of approximately RMB50,083,000,
representing a decrease of approximately 73.9% from approximately
RMB191,648,000 for the year ended 31 December 2020 (“FY2020"). The
decrease in revenue was mainly due to the decrease in 020 commerce
segment revenue.

Gross profit and gross profit margin

During FY2021, the gross profit of the Group was approximately
RMB14,895,000, with a gross profit margin of approximately 29.7%, while the
gross profit and gross profit margin of the Group for FY2020 were
approximately RMB22,097,000 and approximately 11.5%, respectively,
representing a decrease of approximately 32.6% in gross profit and an increase
of approximately 18.2 percentage points in gross profit margin. The decrease in
gross profit was mainly due to the Group's redeployment of resources and the
overall decline in sales as a result of the resurgence of the epidemic in Hong
Kong. With the redeployment of resources, the Group had reduced sales of
certain low-margin items, which had resulted in an overall increase in gross
profit margin despite decrease in total revenue.

Operating expenses

During FY2021, the selling expenses of the Group were approximately
RMB23,613,000, representing a decrease of approximately 14.3% from
approximately RMB27,565,000 for FY2020. The decrease in selling expenses was
mainly due to the general decrease in marketing and promotion expenses,
sourcing expenses and employee benefits expenses.

During FY2021, the administrative expenses of the Group were approximately
RMB44,641,000, representing a decrease of approximately 1.0% from
approximately RMB45,084,000 for FY2020. The decrease in administrative
expenses was mainly due to the decrease in employee benefits expenses.

During FY2021, the other operating expenses of the Group were approximately
RMB15,668,000, representing an increase of approximately 56.0% from
approximately RMB10,043,000 for FY2020. The increase in other operating
expenses mainly represented the allowance for slow-moving inventories
brought forward from previous year.

R #5158
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During FY2021, the allowance for trade receivables of the Group was
approximately RMB19,678,000, representing an increase of approximately 20
times from approximately RMB936,000 for FY2020. Such significant increase
was mainly due to the allowance for the overdue uncollected trade receivables
of 020 commerce segment brought forward from previous year.

Prospects

The ongoing outbreak of the COVID-19 and its variants affected the sales of the
Group in 2021 and the impact is expected to continue within the short period
of time. It is expected that the epidemic will ease in the second half of 2022
and the consumer sentiment will improve after implementation of a new
round of Consumption Voucher Scheme (8 &% 5T Zl) in Hong Kong. The
Group will continue to enhance its operational efficiency and reduce operating
costs.

The Group has invested resources in the PRC health food market by
establishing a joint venture company, Zhangzhou Keruilin Biotechnology Co.,
Limited* CEM TR B MAEY R BB A F]) in November 2021 which
became a wholly-owned subsidiary of the Company in February 2022, to
enhance its operating business, improve its financial position and solidly
strengthen its business through its own operations and development.
Meanwhile, the Group will continue to seek other appropriate investment
opportunities for more effective returns.

As for the WeChat Pay business, it is expected that the entry and exit
restrictions between Hong Kong and the PRC will be lifted once the pandemic
is under control, which will lead to a revival of inbound tourists and thus a
rebound in the related business.

The Group is cautiously optimistic about the prospects for 2022. Despite the
impact of the outbreak of COVID-19 and its variants, the Group will seize
investment opportunities to further develop its business and strive to control
costs to maximize returns for the shareholders of the Company.

*  For identification purpose only
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Management Discussion and Analysis

EREmRa

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2021, the Group’s bank and cash balances were
approximately RMB56,797,000 (2020: approximately RMB60,469,000) and bank
loans were RMB10,160,000 (2020: RMB8,000,000). All bank loans were
denominated in Renminbi amongst of which approximately RMB733,000 was
repayable within one year. Bank loans of RMB10,160,000 were arranged at fixed
interest rates as at 31 December 2021 (2020: RMB8,000,000). The bank loans
were secured by charge over the right-of-use assets, building, investment
properties and personal guarantee provided by a director of subsidiaries of the
Company. The Group's gearing ratio, calculated as total of bank borrowings
and lease liabilities divided by total assets, was 8.4% as at 31 December 2021
compared to 5.6% as at 31 December 2020.

The carrying amounts of the Group’s cash and cash equivalents are
denominated in the following currencies:
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US$ e 8,522 1,964
HKS ot 33,369 43,048
RMB AR 14,871 15,419
Others Hib 35 38
56,797 60,469

As disclosed in 2018 annual report, the Company had completed the placing
of 812,500,000 ordinary shares of the Company on 12 December 2018 which
generated net proceeds of approximately RMB226,926,000 (equivalent to
approximately HK$257,380,000 after deducting relevant expenses incurred in
relation to the placing), which was mainly used as general working capital for
existing business and for investment of new business in the upstream and
downstream of the Group’s principal business if opportunities arise.

BN —ZFE-N\FFRAEE AQBRF
—N\F+=A+=B5E/KEE 812,500,000 &2
NRIEE  EEEIOBFRE (CHMBRE
EEAZHEBI L) 8 AR 226926000 7T (48
LR 4788 2573800007T) * EBRHEREE
W —MEEES MM HRERERE
BALEFBEBREBE DR TIFER -

Smartac International Holdings Limited
2021 Annual Report



As at 31 December 2021, the aforesaid net proceeds used which were
consistent with the intended use of proceeds and had been applied as follows:

Management Discussion and Analysis
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Utilised Unutilised
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(i)  General working capital for () WEEKZ —KREE 257,380 257,380 -
existing business = kena (for both (for both
(i) and (ii)) (i) and (if))
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Total HET 257,380 257,380 -

The net proceeds from the placing had been fully utilised during FY2021.

PLEDGED ASSETS

As at 31 December 2021, the Group's banking facilities and bank loans totalling

RMB10,160,000 (2020: RMB8,000,000) were secured by:

—  Charge over the Group's building located in the PRC with carrying
amount of approximately RMB4,187,000 (2020: approximately

RMB4,542,000);

—  Charge over the Group’s investment properties with fair value of

approximately RMB56,500,000 (2020: approximately RMB57,800,000);

—  Charge over the Group's right-of-use assets related to leasehold lands in
the PRC with carrying amount of approximately RMB1,894,000 (2020:

approximately RMB1,950,000); and

—  Personal guarantee from a director of the Company’s subsidiaries.
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FOREIGN EXCHANGE EXPOSURE

Major subsidiaries of the Group operate in the PRC and most of the transactions
are denominated in Renminbi. As certain of the Group’s monetary assets and
liabilities are denominated in Hong Kong dollars and United States dollars, any
significant exchange rate fluctuations of Hong Kong dollars and United States
dollars against Renminbi may have financial impacts to the Group. Currently,
the Group does not use any derivative financial instruments. Nevertheless, the
Group will review the risk from time to time and take response measures if
necessary.

HUMAN RESOURCES

As at 31 December 2021, the Group had 93 employees (2020: 154 employees).
Employee benefits expenses (including directors’ emoluments) for FY2021
were approximately RMB30,085,000 (2020: approximately RMB32,834,000).
Employees were remunerated based on their performance, experience and
prevailing industry practice. Discretionary bonuses are payable to staff based
on performance and in accordance with the Group’s overall remuneration
policies. The Company had adopted a share option scheme for eligible persons
which had been expired on 26 May 2021.

SIGNIFICANT INVESTMENTS, ACQUISITIONS AND
DISPOSALS

On 30 September 2021, the Company as vendor entered into a disposal
agreement with an independent third party (as defined in the Listing Rules) as
purchaser, to dispose of its 100% of the equity interest in Upfront Success
Holding Limited (the “Upfront Success Disposal’). Completion of the Upfront
Success Disposal took place on 30 September 2021 and was not subject to any
condition precedent. After completion of the Upfront Success Disposal,
Upfront Success Holding Limited and its subsidiaries ceased to be subsidiaries
of the Company. For details, please refer to the announcement of the Company
dated 30 September 2021.
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On 3 December 2021, Forever Triumph Holdings Limited (‘Forever Triumph"),
a wholly-owned subsidiary of the Company as seller entered into a sale and
purchase agreement with Casa Mia Caterers International Limited as purchaser,
to dispose of its owned 51% of the issued share capital of Smartronic Limited
(the “Sale Shares”) (the “Smartronic Disposal’). Each of the purchaser and its
ultimate beneficial owner was independent third party under the Listing Rules.
Completion of the Smartronic Disposal took place on 3 December 2021. On
the date of completion, Forever Triumph received from the purchaser HK$1.00
as consideration for the acquisition of the Sale Shares and HK$8,000,000 as
consideration for the assignment of the shareholder’s loan to the purchaser
pursuant to the sale and purchase agreement. Following completion of the
Smartronic Disposal, Forever Triumph ceased to hold any shareholding interest
in Smartronic Limited and Smartronic Limited ceased to be a subsidiary of the
Company. For details, please refer to the announcements of the Company
dated 3 December 2021 and 15 December 2021.

On 15 November 2021, Shanghai Shijiexian Network Technology Co., Limited*
(EERALPEEEHBR A7) (‘Shanghai Shijiexian”), a wholly-owned
subsidiary of the Company, and Xiamen Yizhimei Biotechnology Co., Limited*
(BRI E ZEWEHERZAF]) (JV Partner’) entered into a joint venture
agreement ("JV Agreement’), pursuant to which Shanghai Shijiexian and JV
Partner agreed to (i) establish a strategic cooperation between the Group and
the JV Partner and (ii) form a company (the “JV Company”) in the PRC, which
would be held as to 60% by Shanghai Shijiexian and 40% by JV Partner,
respectively, to principally engage in the business of marketing, promotion and
sale of the health food in the PRC. For details, please refer to the Company's
announcements dated 15 November 2021 and 19 November 2021.

On 29 November 2021, the JV Company was, pursuant to the JV Agreement,
established in the PRC and named as Zhangzhou Keruilin Biotechnology Co.,
Limited* (& )N T & & B £ ¥ L 5B PR A 7)), which was owned as to 60%
by the Group and 40% by the JV Partner. On 22 February 2022, the JV Partner
and Shanghai Shijiexian entered into an equity interest transfer agreement (the
“Agreement’), pursuant to which the JV Partner agreed to sell, and Shanghai
Shijiexian agreed to acquire the 40% equity interest in the JV Company from
the JV Partner at a consideration of RMB2,000,000 (the “Acquisition”). The
consideration was fully settled on 22 February 2022. Upon completion of the
Acquisition, the JV Company became a subsidiary of the Company and the JV
Partner ceased to hold any equity interest in the JV Company. For details,
please refer to the Company’s announcement dated 22 February 2022.

Save as disclosed above, the Group did not have any other significant
investments, material acquisitions and disposals during FY2021.

Management Discussion and Analysis
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FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

Saved as disclosed in note 42, note 43 and note 46 to the consolidated financial
statements, the Group had not executed any agreement in respect of material
investments or capital assets and did not have any other future plans relating
to material investments or capital assets as at the date of this annual report.

CONTINGENT LIABILITIES

The Company acquired 51% equity interests in LCE Group Limited (“LCE
Group") from the vendor (a BVl company) in 2017. This transaction is regarded
as indirect transfer of the PRC subsidiaries of LCE Group by non-tax residents
and fall within the scope as described in the Public Notice [2015] No. 7 ("Public
Notice 7") issued by the State Administration of Taxation (the "SAT"). The
capital gain derived from such indirect transfer will be subject to EIT and the
withholding agent should withhold the EIT amount for settlement with the
PRC tax authorities pursuant to the Public Notice [2017] No. 37 and Public
Notice 7 issued by the SAT. The PRC tax authorities would demand from the
withholding agent for the payment of EIT and impose penalty of 50% to 3
times of the unpaid EIT. The penalty may be relieved if the share transfer
transaction has been voluntarily reported to the PRC tax authorities. On 28
December 2017, the Group paid RMB58,358,000 (equivalent to HK$70,000,000)
to the vendor. On 25 June 2018, the Company issued consideration shares of
RMB5,414,000 (equivalent to HK$6,541,000) to the vendor as part of the
consideration. Neither the Group nor the vendor has reported the share
transfer transaction or has settled the EIT to the PRC tax authorities upon
consideration being partially settled according to the sale and purchase
agreement. The Board was of opinion that a provision of RMB5,581,000
calculated based on the cash consideration paid to the vendor as of 31
December 2017 and further provision of RMB566,000 regarding the shares
granted during 2018 was sufficiently made. They considered that the risk of
having a penalty imposed by the PRC tax authorities arising from non-
compliance was reasonably low.

Apart from the above, the Group has no other material contingent liabilities as
at 31 December 2020 and 2021.
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LISTING STATUS

References are made to the announcements of the Company dated 25 May
2021, 31 May 2021, 22 June 2021, 24 June 2021, 30 June 2021, 2 July 2021, 7
July 2021, 27 August 2021, 30 September 2021 and 15 December 2021 in
relation to, among others, the suspension and resumption of trading of the
Company's shares on the Stock Exchange and the resumption guidance issued
by the Stock Exchange.

Pursuant to Rule 6.01A of the Listing Rules, the Stock Exchange may cancel the
Company’s listing if trading in the Shares has been suspended for 18
continuous months, expiring on 30 September 2022. The Company has been
continuously making effort in taking steps to fulfil the resumption guidance
issued by the Stock Exchange. Announcements have been published from
time to time in accordance with the Listing Rules and on voluntary basis to
inform shareholders and potential investors of the Company about the status
and updates as to the Group’s latest developments. The Company will
continue to keep the shareholders and potential investors of the Company
informed of any material development the Group's business operations and
financial performance, as and when appropriate and in accordance with the
Listing Rules.

Management Discussion and Analysis
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Profiles of Directors and Senior Management

EFRERERBASMHT

EXECUTIVE DIRECTORS

Mr. Yang Xin Min, aged 72, senior economist, is the founding chairman and
substantial shareholder of the Company. Mr. Yang has been re-designated as
Executive Director since December 2020 and appointed as a member of the
Nomination Committee of the Company since April 2021. Mr. Yang was Chief
Executive Officer of the Company from April 2021 to July 2021. Mr. Yang has
over 40 years' experience in the research, production management and
international market development of zirconium chemicals. Mr. Yang graduated
from the Beijing Economics Correspondence College. Since August 1977, Mr.
Yang has been the general manager of all predecessor entities of the Group.

Mr. Ke Haiwei, aged 46, has been appointed as an Executive Director of the
Company since 1 July 2021. He was Chief Operational Officer of the Company
from June 2021 to July 2021 and re-designated as the Joint Chief Executive
Officer of the Company since July 2021. He has been a member of the
Nomination Committee of the Company since August 2021. Mr. Ke was the
Chief Operational Officer of the Company from June 2021 to July 2021. Mr. Ke,
is currently the Founder and Chairman of both Xiamen Zhexin Investment
Company Limited* (EFIE &% & B R 7)) and Xiamen Dingsheng Tianhe
Wenhua Chuangyi Company Limited* (B P75 8 XA XL BIE AR A A
since 2008. Mr. Ke has extensive experience operating in the finance industries
and corporate management.

Mr. Wong Wai Wai, aged 39, has been appointed as an Executive Director of
the Company since 1 July 2021. He was the Chief Investment Officer of the
Company from June 2021 to July 2021 and re-designated as the Joint Chief
Executive Officer of the Company since July 2021. He has been a member of
the Remuneration Committee of the Company since August 2021. Mr. Wong
was the vice-president of New China Capital Management (HK) Limited which
was an investment manager of Cathay Capital Group from 2006 to 2019, the
observer and senior advisor of the board of Centron Telecom International
Holding Limited from 2009 to 2017, and the Executive Director of Anucell
Technology Holding Limited from 2016 to 2020. He had provided consultancy
services to New China Capital Management (HK) Limited from 2019 to 2020.
Mr. Wong has over 15 years of experience in the finance and investment
industries. Mr. Wong holds a Bachelor of Science degree from the Chinese
University of Hong Kong.
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Profiles of Directors and Senior Management

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Poon Lai Yin, Michael, aged 50, has been appointed as an Independent
Non-executive Director of the Company since January 2010. He is a member of
the Nomination Committee and the chairman of the Audit Committee and
Remuneration Committee of the Company. Mr. Poon is currently an Executive
Director and the Chief Financial Officer of Huakang Biomedical Holdings
Company Limited (stock code:8622) since August 2017. He is also an
Independent Non-executive Director of LFG Investment Holdings Limited
(stock code: 3938) since September 2019, Niche-Tech Group Limited (stock
code: 8490) since June 2019, Teamway International Group Holdings Limited
(stock code: 1239) since March 2019 and China Uptown Group Company
Limited (stock code: 2330) since November 2006. Mr. Poon was an
Independent Non-executive Director of Cityneon Holdings Limited (a company
previously listed on the main board of the Singapore Exchange Limited) from
August 2017 to 2019. Mr. Poon has over 20 years of experience in financial
reporting, business advisory, auditing, taxation, accounting, merger and
acquisition. He holds a Bachelor's degree in Administrative Studies from York
University in Canada and a Master’s degree in practising accounting from
Monash University in Australia. He has been a fellow member of Hong Kong
Institute of Certified Public Accountants (“HKICPA") since July 2009, and a
member with CPA Australia since March 2000 respectively. He has passed the
qualification examination of Asset Management Association of China in 2016.

Mr. Wang Haoxian, aged 41, has been appointed as an Independent Non-
executive Director of the Company since September 2021. He is a member of
the Audit Committee and Remuneration Committee and the chairman of the
Nomination Committee of the Company. Mr. Wang is currently the Partner of
Shenzhen Anpingtai Enterprise Management Consulting Co,, Ltd* (&I TH %
FRAEEEZRMAR D A]) since 2015. He is also a Marketing Director of
Shenzhen Shengteng Enterprise Consulting Co,, Ltd.* ORI F R EE A
BBR /A7) since 2020. He served as the Sales Director and President Assistant
of Guangdong Dayixin Agriculture Co., Ltd* (BER A —#HEZER D ERAF])
from 2013 to 2015. Mr. Wang has extensive experience in marketing,
accounting and finance. Mr. Wang holds a Bachelor's degree in Accounting
from the Jiangxi University of Finance and Economics. He has obtained the
practitioner qualification of Asset Management Association of China in 2016.
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EEREREEASHN

SENIOR MANAGEMENT

Mr. Hung Ee Tek, aged 59, is the chief financial officer and company secretary
of the Company. Mr. Hung was the Joint Chief Financial Officer of the Company
from June 2021 to July 2021. Mr. Hung is a member of both the Hong Kong
Institute of Certified Public Accountants and the Association of Chartered
Certified Accountants of the United Kingdom. Mr. Hung holds the Master of
Arts in International Accounting from the City University of Hong Kong and the
Master of Arts in Global China Studies from the Hong Kong University of
Science and Technology. Mr. Hung has more than 25 years of experience in
audit, accounting and financing. Mr. Hung has been appointed as an
independent non-executive director of the Xinjiang Tianye Water Saving
Irrigation System Company Limited (a company listed on the Stock Exchange,
stock code: 840) on 26 February 2019.

¥ Foridentification purpose only
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Corporate Governance Report

The Company recognises the importance of good corporate governance to
safeguard the interest of the shareholders and achieved these by an effective
board, segregation of duties with clear accountability, sound internal controls,
appropriate risk assessment procedures and transparency to all the
shareholders. Save as disclosed below, the Company has complied with the
code provisions (the “Code Provisions”) of the Corporate Governance Code
(the “CG Code") set out in Appendix 14 to the Listing Rules throughout
FY2020.

The Board periodically reviews and monitors the Company’s policies and
practices on corporate governance or compliance with legal and regulatory
requirements and employees’ code of conduct 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.

BOARD OF DIRECTORS
Board Composition

The Board is responsible for supervision of the management of the business
and affairs, approval of strategic plans and reviewing of financial performance.
The Board currently comprises five members, including three executive
Directors and two independent non-executive Directors.

Executive Directors

Mr. Yang Xin Min (Chairman)

Mr. Ho Chi Kin
(resigned with effect from 23 April 2021)

Mr. Ke Haiwei (Joint Chief Executive Officer)
(appointed on 1 July 2021)

Mr. Wong Wai Wai (Joint Chief Executive Officer)
(appointed on 1 July 2021)

Independent non-executive Directors

Mr. Poon Lai Yin Michael
Mr. Wang Haoxian (appointed on 30 September 2021)
Mr. Tsui Francis King Chung (resigned on 29 April 2021)
Mr. Tang Yat Ming Edward (resigned on 29 April 2021)
Mr. Peng Bobo (retired on 30 June 2021)
Dr. Cheng Faat Ting Gary

(resigned on 31 December 2021)
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The changes to the composition of the Board and Board committees during
FY2021 and up to the date of this report were as follows:

(@)

Mr. Ho Chi Kin resigned as an executive Director, the Chief Executive
Officer ("CEO") and a member of each of the Nomination Committee
and the Remuneration Committee of the Company with effect from 23
April 2021.

Mr. Yang Xin Min was appointed as the CEO and a member of the
Nomination Committee of the Company with effect from 23 April 2021.

Mr. Tsui Francis King Chung resigned as an independent non-executive
Director and a member of each of the Audit Committee, the Nomination
Committee and Remuneration Committee of the Company with effect
from 29 April 2021.

Mr. Tang Yat Ming Edward resigned as an independent non-executive
Director and a member of each of the Audit Committee, Nomination
Committee and Remuneration Committee of the Company with effect
from 29 April 2021.

Mr. Peng Bobo was appointed as a member of the Remuneration
Committee of the Company with effect from 29 April 2021; and retired
as an independent non-executive Director, and ceased to be a member
of each of the Audit Committee and Remuneration Committee of the
Company with effect from 30 June 2021.

Mr. Yang Xin Min resigned as CEO and remained as executive Director of
the Company with effect from 1 July 2021.

Mr. Ke Haiwei was appointed as an executive Director and Joint CEO of
the Company with effect from 1 July 2021; and was appointed as a
member of the Nomination Committee of the Company with effect from
27 August 2021.

Mr. Wong Wai Wai was appointed as an executive Director and Joint CEO
of the Company with effect from 1 July 2021; and was appointed as a
member of the Remuneration Committee of the Company with effect
from 27 August 2021.
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(i) Dr. Cheng Faat Ting Gary resigned as an independent non-executive
Director and a chairperson of each of the Audit Committee, Nomination
Committee and Remuneration Committee of the Company with effect
from 31 December 2021.

0) Mr. Wang Haoxian was appointed as an independent non-executive
Director and a member of each of the Audit Committee, Nomination
Committee and Remuneration Committee of the Company with effect
from 30 September 2021; and was appointed as a chairperson of the
Nomination Committee of the Company with effect from 31 December
2021.

(k) Mr. Poon Lai Yin Michael was appointed as a chairperson of each of the
Audit Committee and Remuneration Committee of the Company with
effect from 31 December 2021.

The biographical details of the Directors are disclosed under the section
headed “Profiles of Directors and Senior Management” of this annual report. An
updated list of the Directors and their roles and functions is available on the
websites of the Company and the Stock Exchange.

The Company has complied with the Code Provisions of the Corporate
Governance Code set out in Appendix 14 to the Listing Rules throughout
FY2021 except the following deviations:

During the period from the retirement of Mr. Peng Bobo as independent non-
executive Director and up to the appointment of Mr. Wang Haoxian as
independent non-executive Director, there were two independent non-
executive Directors in the Board. From 30 June 2021 to 30 September 2021, (i)
the number of independent non-executive Directors fell below the minimum
number required under Rule 3.10(1) of the Listing Rules; (ii) the number of
members of the Audit Committee of the Company fell below the minimum
number required under Rule 3.21 of the Listing Rules and article 2 of the terms
of reference of the Audit Committee of the Company; and (jii) the number of
members of the Remuneration Committee of the Company fell below the
minimum number required under article 2 of the terms of reference of the
Remuneration Committee of the Company.

Following the resignation of Dr. Cheng Faat Ting Gary as independent non-
executive Director on 31 December 2021, (i) the number of independent non-
executive Directors fell below the minimum number required under Rule
3.10(1) of the Listing Rules; (i) the number of members of the Audit Committee
of the Company fell below the minimum number required under Rule 3.21 of
the Listing Rules and article 2 of the terms of reference of the Audit Committee
of the Company; and (i) the Company deviated from code provision A.5.1 of
the Corporate Governance Code as set out in Appendix 14 to the Listing Rules
that the nomination committee should comprise of a majority of independent
non-executive Directors.
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Chairman and CEO

Under Code Provision C.2.1 of the CG Code, the roles of chairman and chief
executive officer should be separate and should not be performed by the same
individual.

Following the resignation of Mr. Ho Chi Kin and the appointment of Mr. Yang
Xin Min as the CEO on 23 April 2021, the roles of the chairman of the Board and
the CEO were performed by the same individual, which deviated from the
Code Provision C.2.1 of the CG Code.

Currently, Mr. Yang Xin Min is the chairman of the Board and Mr. Ke Haiwei and
Mr. Wong Wai Wai are the Joint CEO (who were appointed on 1 July 2021 in
replacement of Mr. Yang Xin Min.) The roles of Chairman and CEO are
segregated and their respective responsibilities are clearly defined.

The Chairman, Mr. Yang Xin Min, who is responsible for providing leadership of
the Board on corporate and strategic planning, overseeing the functioning of
the Board and encouraging all Directors to have active contributions to the
Board's affairs. The Joint CEO, Mr. Ke Haiwei, who is responsible for the external
operations and investment project management of the Group. The Joint CEQ,
Mr. Wong Wai Wai, is responsible for the internal control and investment
project management of the Group.

Accordingly, the Group has fully complied with Code Provision C.2.1 of the CG
Code since 1 July 2021.

Roles and Responsibilities of the Board and Delegation by the
Board

The overall management and control of the Company's business are vested in
its Board, which assumes responsibility for its leadership and control of the
Company and is collectively responsible for promoting the success of the
Company by directing and supervising the Company's affairs. All Directors carry
out their duties in good faith, take decisions objectively and act in the interests
of the Company and shareholders at all times.

Management, under the leadership of the CEQO is responsible for the day-to-
day management of the Group's businesses and the implementation of the
strategies and policies as determined by the Board. The delegations to the
management are periodically reviewed by the Board to ensure that they are
appropriate and continue to be beneficial to the Group as a whole. All Directors
could have recourse to seek independent professional advice in performing
their duties at the Company’s expense, upon reasonable request made to the
Board and are encouraged to access and to consult with the Company’s
executive Directors and management independently.
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Appointments, Re-election and Removal of Directors

All Directors have formal letters of appointment with the Company, which set
out the key terms of their appointments. Executive Director was appointed for
a term of two or three years while each independent non-executive Director
was appointed for a term of one year from the date of appointment. The term
of appointment of each Director is subject to retirement by rotation and re-
election at each annual general meeting in accordance with the articles of
association of the Company and the Listing Rules.

According to the articles of association, at each annual general meeting one-
third of the Directors for the time being shall retire from office by rotation
provided that every Director shall be subject to retirement by rotation at least
once every three years. A retiring Director shall be eligible for re-election and
shall continue to act as a Director throughout the meeting at which he retires.
Any Director appointed by the Board to fill a casual vacancy shall hold office
until the first general meeting of shareholders after his appointment and be
subject to re-election at such meeting and any Director appointed by the
Board as an addition to the existing Board shall hold office only until the next
following general meeting of the Company and shall then be eligible for re-
election.

The biographies of the Directors proposed to be re-elected at the annual
general meeting are set out in the circular sent with this annual report to
provide information to shareholders to decide on their re-elections.

The Company has received written annual confirmation from each
independent non-executive Director of his independence pursuant to Rule 3.13
of the Listing Rules. Based on the contents of such confirmation, the Company
considers all of the independent non-executive Directors to be independent.
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Board Diversity Policy

With a view to achieving a sustainable and balanced development, the
Company sees increasing diversity at the Board level as an essential element in
supporting the attainment of its strategic objectives and its sustainable
development. In designing the Board's composition, Board diversity has been
considered from a number of aspects, including but not limited to gender, age,
cultural and educational background, professional experience, skills, knowledge
and length of service, and any other factors that the Board may consider
relevant and applicable from time to time. High emphasis is placed on ensuring
a balanced composition of skills and experience at the Board level for the
benefits of diversity on the Board and enabling the Board to discharge its
duties and responsibilities effectively.

Selection of candidates will be based on the Company’s nomination policy and
will take into account the Board diversity policy. The ultimate decision will be
based on merit and contribution that the selected candidates will bring to the
Board, having due regard to the benefits of diversity on the Board and also the
needs of the Board without focusing on a single diversity aspect. The
Nomination Committee shall report its findings and make recommendation to
the Board. Such policy and objectives will be reviewed from time to time to
ensure their appropriateness in determining the optimum composition of the
Board.

Nomination Policy
Objectives

The Nomination Committee assists the Board in making recommendations to
the Board on the appointment of Directors and succession planning for
Directors. The Nomination Policy provides the key selection criteria and
principles of the Nomination Committee in making any such
recommendations.

Selection Criteria

When making recommendations regarding the appointment of any proposed
candidate to the Board or reappointment of any existing member(s) of the
Board, the Nomination Committee shall consider a variety of factors including
without limitation the following in assessing the suitability of the proposed
candidate:

Reputation for integrity;

Relevant skills and experience in the information technology industry
and other relevant sectors;

Commitment in respect of sufficient time, interest and attention to the
Company's business;
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Diversity in all aspects, including but not limited to gender, age, cultural
and educational background, professional experience, skills and
knowledge;

Compliance with the criteria of independence as prescribed under Rule
3.13 of the Listing Rules for the appointment of an independent non-
executive Director; and

Any other relevant factors as may be determined by the Nomination
Committee or the Board from time to time.

The appointment of any proposed candidate to the Board or re-appointment
of any existing member(s) of the Board shall be made in accordance with the
Company'’s articles of association and other applicable rules and regulations.

Nomination Procedures

The Secretary of the Nomination Committee shall convene a meeting, and
invite nominations of candidates from Board members (if any), for
consideration by the Nomination Committee. The Nomination Committee may
also nominate candidates for its consideration.

In the context of appointment of any proposed candidate to the Board, the
Nomination Committee shall undertake adequate due diligence in respect of
such individual and make recommendations for the Board'’s consideration and
approval.

In the context of re-appointment of any existing member(s) of the Board, the
Nomination Committee shall make recommendations to the Board for its
consideration and recommendation, for the proposed candidates to stand for
re-election at a general meeting.

Please refer to the “Procedures for shareholders to propose candidates for
election as Directors”, which is available on the Company’s website, for
procedures for shareholders’ nomination of any proposed candidate for
election as a Director.

The Nomination Committee shall review and monitor the structure, size and
composition (including the skills, knowledge, experience and diversity of
perspectives) of the Board on an annual basis and make recommendations on
any proposed changes to the Board to complement the Company’s corporate
strategy.

The Board shall have the final decision on all matters relating to its
recommendation of candidates to stand for election at a general meeting.
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Review of the Nomination Policy

The Nomination Committee will review the Nomination Policy periodically in
line with the Company’s strategy and recommend any proposed changes to
the Board for approval.

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 to the
Listing Rules as its code of conduct for dealing in securities of the Company by
the Directors.

The Company, having made specific enquiries from all the Directors that they
have complied with the required standards set out in the Model Code
throughout FY2021.

Directors’ and Officers’ Liabilities Insurance

The Company has arranged appropriate insurance coverage on directors’ and
officers’ liabilities of the Company in respect of any legal actions taken against
the Directors and officers of the Company arising out of corporate activities.

Directors’ Induction and Continuing Professional
Development

Each newly appointed Director is provided with necessary induction and
information to ensure proper understanding of the Company’s operations and
businesses as well as responsibilities under relevant statutes, laws, rules and
regulations. The company secretary of the Company (the “Company
Secretary’) from time to time provides the Directors with updates on latest
development and changes in the Listing Rules and other relevant legal and
regulatory requirements. The Company Secretary maintains records of trainings
attended by the Directors and the summary of trainings is set out on page 31
of this annual report.

BOARD COMMITTEES

The Board has established three Board Committees to oversee various aspects
of the Group's affairs: the Audit Committee, the Remuneration Committee and
the Nomination Committee. Terms of reference of all Board committees are
available on the websites of the Stock Exchange and the Company.

Audit Committee

The Audit Committee currently comprises two independent non-executive
Directors, namely Mr. Wang Haoxian and is chaired by Mr. Poon Lai Yin Michael
who has substantial accounting and related financial management expertise.
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The Audit Committee is responsible for (i) monitoring and reviewing the BiZEZE @8BS ()ERNETAE BT FHRE
effectiveness of the Group's financial reporting system, risk management and 247 - B[S B IE & A ZPESIE RF RN ¢ (i) 28
internal control systems; (i) reviewing the Group's financial information; and (i) ~ B ZAR&E B & B E R+ K (i) BS B B AR A 7] 1%
overseeing the relationship with the auditor of the Company. The work  EHETHIEER - BEXEZE@R T - — B Fi#1T

performed by the Audit Committee during FY2021 were: MTES:
Reviewed the interim results and annual results; . HHFERERFEEE
Reviewed the auditing and financial reporting matters, including the - EHERLUBREEE  BFEMERZ
management letter from the external auditor in relation to the audit of MM AEER S —WEFEZEZRE
the Group for FY2021; HENZEEE R
Recommended to the Board on the appointment of external auditor; . MEEINEZHA R EESELHEBERE

W

Reviewed and approved the internal audit plans; and . ER EAOERHEZE &
Reviewed the adequacy and effectiveness of financial reporting system, - R IBmERG - AREE NI E
risk management and internal control systems. ERGERTEER

Auditor’s Remuneration ZEETE

An analysis of the remuneration paid to the external auditor of the Company, RZZT = —BfF  BLEZ RS LIFEZRES
RSM Hong Kong, in respect of audit services and non-audit services for FY2021  { F AR R RISMNEAZ SN R R @ 5T S5~

is set out below: &2 HTEFIAT
Service category PR %528 B Fees paid/payable
e ENER
HKS$'000
BT T
Audit service EZIRTE

Annual audit for 2021 - ZE T -FFEEZ 1,777
Under-provision in prior year - BEFERETR 150

Non-audit service HEZRE
Agreed upon procedures - BEERF 350
2,277
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Remuneration Committee

The Remuneration Committee currently comprises of one executive Director
namely, Mr. Wong Wai Wai and two independent non-executive Directors,
namely, Mr. Wang Haoxian and is chaired by Mr. Poon Lai Yin Michael. A
majority of the members of the Remuneration Committee consists of
independent non-executive Directors.

The Remuneration Committee is responsible for (i) reviewing the remuneration
packages of the executive Directors and senior management; (ii) making
recommendations to the Board on the Directors’ fee structure; and (iii)
reviewing and approving compensation-related issues.

During FY2021, the Remuneration Committee reviewed the adjustment and
proposals of director fee, salary and discretionary bonus of Directors and senior
management.

Remuneration payable to members of senior management of the Company
(excluding Directors) for the year of 2021 is within the following bands:

WHERE
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SR WHIERERLERETE - FME
BEMAZEKEHBIUIFNTEFTMAN -

FMZE2BE () RAPTEEREREEA
BZHMEE (£ MEFCEBRAESEF
RS - Rii)EHMEMERBEE -

KRB HHEERCENESR
& HEUREERSRERALBELL
BEREE -

TECFEENARRSREBAE(TE
REZ)ZHMENFATHE :

Number of individuals

AE
2021 2020
—E-—F —ZTTF
Nil to RMB500,000 T &= AR 500,000 7T 1 -
RMB500,001 to RMB1,000,000 AR ¥ 500,001 7LE AR 1,000,000 7T 1 -

RMB1,000,001 to RMB1,500,000

AR 1,000,001 T2 AR 1,500,000 7T - 1

Nomination Committee

The Nomination Committee currently comprises two executive Directors,
namely Mr. Yang Xin Min and Mr. Ke Haiwei and two independent non-
executive Directors, namely Mr. Poon Lai Yin Michael and is chaired by Mr.
Wang Haoxian.

The Nomination Committee is responsible for (i) reviewing the structure, size
and composition of the Board; (ii) assessing the suitability and qualification of
any proposed director candidate; (iii) assessing the independence of the
independent non-executive Directors; (iv) making recommendation to the
Board on the appointment or re-appointment of Directors; and (v) monitoring
and reviewing the implementation of the Board Diversity Policy and
Nomination Policy.

The work performed by the Nomination Committee during FY2021 were:
Reviewed the structure, size and composition of the Board;

Assessed the independence of each independent non-executive
Directors; and

Reviewed and made recommendations to the Board on the
appointment and re-appointment of the Directors.
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2021 BOARD AND COMMITTEE ATTENDANCE AND

TRAINING RECORDS

The attendance of the Directors at the Board meetings, Board Committee
meetings, general meetings of the Company and training for FY2021 was as
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R —FERTRZATHREEER
R

EENARAR _Z-_—UFEEELR EF
ZEREH  BREXRENHFEERAREIL

follows: I
Attendance/Number of meeting(s) held during the respective term of services
REBRSEELE STEERY
Audit  Remuneration Nomination Annual
Board Committee Committee Committee General Training
Directors EE Meeting Meeting Meeting Meeting Meeting (Note)
Eze  ENZE®  FMZRE  REZRE ek 33l
) EE EE ] - (Hit)
Executive Director BITES
Mr. Yang Xin Min (Chairman) BRRLL(ZE) 12/13 445 N /
Mr. Ke Haiwei (Joint CEO) )l v
(BEBRHTE) 4/4 2 /
Mr.Wong Wai Wai (Joint CEO) ThERE
(BEERHTTE) 4/4 1/1 /
Independent Non-executive ~ BUFHTES
Directors
Mr. Poon Lai Yin Michael ARERE 1313 1 44 6/6 ”n v/
Mr. Wang Haoxian ThERxE 33 1/1 0/0 1/1 /
Resigned Directors BIEE
Mr. Ho Chi Kin EEGS € 5/5 1/1 /1 /
Mr. Tsui Francis King Chung EYRLE 45 33 1/1 11 /
Mr. Tang Yat Ming Edward HABLE 5/5 33 Il 1/1 /
Mr. Peng Bobo YREEE 8/8 5/5 1/1 n /
Dr. Cheng Faat Ting Gary PETHELT 1213 17 44 6/6 n /
Number of meetings held RIBEZ-F8f2
in 2021 EEHE 13 7 4 6 1

Note: Trainings included attending seminars and/or reading materials on legal and
regulatory updates, corporate governance, director's duties and responsibilities.

Apart from meetings in person or by other electronic means, the Board and
Board Committees also circulate written resolutions for approval by the
relevant members of the Board and Board Committees in compliance with the

Company's articles of association and Code Provision of the CG Code.
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Company Secretary

The Company Secretary, Mr. Hung Ee Tek, supports the Board and Board
Committees by ensuring good information flow within the Board and that the
Board's policy and procedures and all applicable rules and regulations are
followed. The Company Secretary is responsible for advising the Board on
corporate governance matters and facilitating the induction and continuous
professional development of Directors. During FY2021, the Company Secretary
received not less than 15 hours of relevant professional training to update his
skills and knowledge. His biography is set out in this annual report under the
section headed “Profiles of Directors and Senior Management”.

ACCOUNTABILITY AND AUDIT
Financial Reporting

The Directors acknowledge their responsibilities for the preparation of financial
statements for each financial period, which give a true and fair view of the state
of affairs of the Group and of the results and cash flow for that period. The
Directors confirm that, to the best of their knowledge, information and belief,
having made all reasonable enquiries, they are not aware of any material
uncertainties relating to events or conditions that may cast significant doubt
upon the Group's ability to continue as a going concern.

The statement of the auditor of the Company about their responsibilities for
the audit of the Group’s consolidated financial statements is set out in the
Independent Auditor's Report on pages 62 to 64.
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Basis for qualified opinion

Reasons leading to the qualified opinion on the consolidated financial
statements (“Audit Qualification”)

The Company noted that the consolidated financial statements were subject
to the Audit Qualification, on the basis as set out in the section headed “Basis
for qualified opinion” in the Independent Auditor’s Report.

Except for the effects of the matter described in the basis for qualified opinion
paragraphs set out below, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as at 31
December 2021, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards (“IFRSs”) issued by the International
Accounting Standards Board (the “IASB") and have been properly prepared in
compliance with the disclosure requirements of the Companies Ordinance.

The audit opinion on the consolidated financial statements of the Group for
the year ended 31 December 2020 (the “2020 Financial Statements’), which
form the basis for the comparative figures presented in the current year's
consolidated financial statements, was qualified by the auditor of the
Company, RSM Hong Kong because of the possible effect of the scope
limitations on the audit of recoverability of trade receivables and net realisable
value of inventories. Any adjustments that might be found necessary as a result
of the matters described above might have a consequential effect on the
Group's results and cashflows for the year ended 31 December 2021.

(i)  Recoverability of trade receivables

The carrying amount of trade receivables as at 31 December 2020 was
RMB61,387,000 net of allowances of RMB1,299,000. Allowance for
impairment of trade receivables charged to profit or loss for the year
ended 31 December 2020 was RMB936,000. Up to the date of approval
of the 2020 Financial Statements, trade receivables of RMB42,586,000 as
at 31 December 2020 had not been settled. The Group had issued legal
demand letters to a number of customers in respect of overdue
amounts. In addition, RSM Hong Kong had not been provided with
customer specific credit information in respect of new customers during
the year ended 31 December 2020 with no prior credit history with the
Group or existing customers who were in default of payment. As a result,
RSM Hong Kong was unable to obtain sufficient appropriate audit
evidence to satisfy themselves that the allowance for impairment of
trade receivables was properly stated as at 31 December 2020.
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(ii)

Net realisable value of inventories

The carrying amount of inventories as at 31 December 2020 was
RMB22,349,000 net of allowance of RMB9,873,000. Allowance for
inventories charged to profit or loss for the year ended 31 December
2020 was RMB8,356,000. Up to the date of approval of the 2020 Financial
Statements, inventories of approximately RMB2.5 million had been
realised through sales. The sales forecast prepared by the management
for the period to 31 December 2021
inventories will continue to be slow due to the uncertain market

showed that realisation of

conditions. As a result, RSM Hong Kong was unable to obtain sufficient
appropriate audit evidence to satisfy themselves that the allowance for
net realisable value of the inventories was properly stated as at 31
December 2020.

On the above basis, RSM Hong Kong expressed a qualified opinion on
the 2020 Financial Statements, which form the basis for the comparative
figures presented in the current year's consolidated financial statements,
was qualified by the auditor because of the possible effect of the scope
limitations on the audit of recoverability of trade receivables and net
realisable value of inventories. Any adjustments that might be found
necessary as a result of the matters described above might have a
consequential effect on the Group's results and cashflows for the year
ended 31 December 2021.

For further details of the auditor's qualified opinion, please refer to the
paragraph headed “Basis for qualified opinion” in the section headed
"Independent Auditor’s Report”.
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Risk Management and Internal Controls

The Board acknowledges its responsibility for overseeing the Group's risk
management and internal control systems on an ongoing basis in order to
safeguard the Group’s assets, investments and the shareholders’ interest, and
in reviewing their effectiveness at least annually through the Audit Committee.

The key features of the Company’s risk management and internal control
system include: (i) designated departments for implementation and execution;
(i) the management ensures appropriate measures have been taken in relation
to significant risks that may affect business and operation; and (iii) internal
auditors provide advice, enables the management to understand its risk and
take strategic decisions accordingly.

The Group has engaged an external independent professional firm as the
outsourced internal auditor which provides an independent review on the
effectiveness of the Group’s risk management and internal control systems on
an annual basis and in fulfilling its duties to oversee corporate governance and
material controls in the Group's financial, operational and compliance controls.
The systems and internal controls can only provide reasonable and not
absolute assurance against material misstatement or loss, as they are designed
to manage, rather than eliminate the risk of failure to achieve business
objectives.

During FY2021, the Group's internal auditor conducted selective reviews of the
effectiveness of the systems of risk management and internal controls of the
Group based on the audit plan agreed annually by the Audit Committee over
financial, operational and compliance controls. These results were assessed by
Group's internal auditor and reported to the Audit Committee, which then
reviewed and reported the same to the Board. The Board and Audit Committee
closely monitor the findings conducted and recommendations proposed by
the internal auditor and also the corrective measures taken by relevant
departments.

Based on the risk management and internal control systems established and
maintained by the Group, the work performed by the internal auditor, and
reviews performed by the management, the Audit Committee and the Board
were not aware of any areas of concern that would have a material impact on
the Group's financial position or operating results, and considered that the risk
management and internal control systems to be generally effective and
adequate. The Group would also engage an external internal control consultant
to assist the Company to further strengthen the internal control systems of the
Group.
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POLICY AND PROCEDURES OF INSIDE INFORMATION
HANDLING AND DISSEMINATION

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

The Group conducts its affairs with close regard to the disclosure
requirement under the Listing Rules as well as the “Guidelines on
Disclosure of Inside Information” published by the Securities and Futures
Commission of Hong Kong in June 2012;

The Group strictly prohibits unauthorised use of confidential or inside
information applicable to all employees of the Group;

The Group strictly keeps inside information confidential and restricts to
relevant parties on a need-to-know basis so as to ensure confidentiality
until consistent and timely disclosure of the inside information in an
equal and timely manner by way of financial reporting, company
announcements and its website; and

The Board consults the Company’s legal advisor in assisting to assess
whether the relevant information is considered to be inside information
which needs to be disclosed as soon as reasonably practicable.

SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, a separate resolution is
proposed for each substantially separate issue at general meetings, including
the election of individual directors. All resolutions put forward at general
meetings will be voted on by poll pursuant to the Listing Rules and the poll
results will be posted on the websites of the Company and the Stock Exchange
after each general meeting.
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Procedures for Shareholders to Convene an Extraordinary
General Meeting

Pursuant to Article 58 of the articles of association of the Company, any one or
more shareholders holding at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company carrying the right of
voting at general meetings of the Company shall at all times have the right, by
written requisition to the Board or the Company Secretary, to require an
extraordinary general meeting to be called by the Board for the transaction of
any business specified in such requisition; and such meeting shall be held
within two months after the deposit of such requisition. If within twenty-one
days of such deposit the Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by the Company.

Shareholders may also propose a person for election as director and the
procedures for shareholders to propose candidates for election as Directors are
available on the Company’s website.

Putting Forward Proposals at General Meetings

Shareholders are welcomed to put forward proposals relating to the operations
and management of the Group to be discussed at general meetings. The
proposals shall be sent to the Company Secretary by a written requisition with
his detailed contact information to the Company’s head office and principal
place of business in Hong Kong (details of which are set out in the section
headed “Corporate Information” of this annual report). Shareholders who wish
to put forward a proposal should convene an extraordinary general meeting
by following the procedures set out in “Procedures for shareholders to
Convene an Extraordinary General Meeting” above.

Right to Put Enquiries to the Board

Shareholders have a right to put enquiries to the Board. All enquiries should be
in writing and sent to the Company Secretary at Room 2101, 21st Floor, COFCO
Tower, 262 Gloucester Road, Causeway Bay, Hong Kong or by email to
investors@smartacgroup.com.
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DIVIDEND POLICY

The Company considers stable and sustainable returns to shareholders to be
our goal. In deciding whether to propose a dividend and in determining the
dividend amount, the Board shall take into account, inter alia:

0) the Group's actual and expected financial performance;
(i) the Group's actual and future operations and liquidity position;

(i) the Group's expected working capital requirements, future expansion
plans and future commitments at the time of declaration of dividend;

(iv)  the level of the Group's debts to equity ratio, return on equity and the
relevant financial covenants;

(v)  any restrictions on payment of dividends that may be imposed by the
Group's lenders;

(vi)  any restrictions under the Companies Law of the Cayman Islands and
any applicable laws, rules and regulations relevant to the Group;

(vii)  the retained earnings and distributable reserves of the Company and
each of the members of the Group;

(viii) general economic conditions, business cycle of the Group and other

internal or external factors that may have an impact on the business or

financial performance and position of the Group; and

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

The Dividend Policy and the declaration and/or payment of future dividends
under the Dividend Policy are subject to the Board’s continuing determination
that the Dividend Policy and the declaration and/or payment of dividends
would be in the best interests of the Group and shareholders, and are in
compliance with all applicable laws and regulations.

The Board endeavours to maintain a balance between meeting shareholders’
expectations and prudent capital management with a sustainable Dividend
Policy.

The Board will continually review the Dividend Policy and reserves the right in
its sole and absolute discretion to update, amend, modify and/or cancel the
Dividend Policy at any time.
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The Dividend Policy shall in no way constitute a legally binding commitment
by the Group in respect of its future dividend and/or in no way obligate the
Group to declare a dividend at any time or from time to time, there can be no
assurance that dividends will be paid in any particular amount for any given
period.

Even if the Board decides to recommend and pay dividends, the form,
frequency and amount will depend upon the abovementioned factors.

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

The Board recognises the importance of good communications with all
shareholders. The Company’s general meeting is a valuable forum for the Board
to communicate directly with the shareholders. The Chairmen of the Board
Committees are present to answer shareholders’ questions. The Company aims
to be open and transparent with shareholders and encourages shareholders’
active participation at the Company’s general meetings.

Information would be communicated to the shareholders mainly through the
Company’s corporate communications (such as interim and annual reports,
announcements and circulars), annual general meeting and other general
meetings, as well as disclosure on the websites of the Company and the Stock
Exchange. Interim reports, annual reports and circulars are sent to the
shareholders in a timely manner and are also available on the websites of the
Company and the Stock Exchange. The Company’s and the Stock Exchange’s
websites provides shareholders with the corporate information.

The Company’s annual general meeting allows the Directors to meet and
communicate with shareholders. The Company ensures that shareholders’
views are communicated to the Board. The notice of annual general meeting is
distributed to all shareholders at least 21 days prior to the annual general
meeting and the accompanying circular also sets out the procedures for
conducting a poll and other relevant information of the proposed resolutions.
Voting results are posted on the websites of the Company and the Stock
Exchange on the day of the annual general meeting.

Shareholders and investors may also contact the Company by email to
investors@smartacgroup.com or by mail to the Company Secretary at Room
2101, 21st Floor, COFCO Tower, 262 Gloucester Road, Causeway Bay, Hong
Kong. The website of the Company at www.smartacgroup.com also provides a
medium to make information of the Group available to shareholders.

Constitutional Documents

There has been no change in the Company’s constitutional documents during
FY2021 and up to the date of this annual report.
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PRINCIPAL ACTIVITIES

The Group is principally engaged in providing (i) 020 commerce; (i) electronic
payment solutions; and (iii) others (i.e. provision of IT system development and
support services).

The principal activities of the Company’s subsidiaries are set out in note 24 to
the consolidated financial statements.

An analysis of the Group's performance for FY2021 by operating segment is set
out in note 10 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for FY2021 are set out in the consolidated statement
of profit or loss and other comprehensive income on pages 65 to 66.

The Board does not recommend the payment of a final dividend for FY2021
(2020: Nil).

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group for the last
five financial years is set out on page 5.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during FY2021 are set out in note 19 to the consolidated financial statements.

PROPERTY HELD FOR INVESTMENT

As at 31 December 2021, the Group had investment properties located in
Yinglian International Epibolic Centre, No. 288 Dongping Street, Suzhou
Industrial District, Suzhou City, Jiangsu Province, the PRC. The investment
properties were held for commercial use and on medium term lease. Details of
the investment properties are set out in note 20 to the consolidated financial
statements.

SHARE ISSUED DURING THE YEAR

Details of the Shares issued during FY2021 are set out in note 37 to the
consolidated financial statements.

RESERVES

Details of movements in the reserves of the Group during FY2021 are set out in
the consolidated statement of changes in equity on page 69.
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DISTRIBUTABLE RESERVES

Pursuant to the Companies Law of the Cayman Islands and the Company’s
articles of association, in addition to the retained profits of the Company, the
ordinary share premium account of the Company is also available for
distribution to shareholders provided that the Company will be able to pay its
debts as they fall due in the ordinary course of business immediately following
the date on which any such distribution is proposed to be paid. Accordingly,
the Company’s reserves available for distribution to shareholders as at 31
December 2021 amounted to nil (2020: nil).

DIRECTORS

The Directors who held office during FY2021 and up to the date of this report
are shown below. Their biographies are set out on pages 18 to 19.

Executive Directors

Mr. Yang Xin Min (Chairman)
Mr. Ho Chi Kin
(resigned with effect from 23 April 2021)
Mr. Ke Haiwei (Joint CEO)
(appointed on 1 July 2021)
Mr. Wong Wai Wai (Joint CEO)
(appointed on 1 July 2021)

Independent Non-Executive Directors

Mr. Poon Lai Yin Michael
Mr. Wang Haoxian
(appointed on 30 September 2021)
Mr. Tsui Francis King Chung
(resigned on 29 April 2021)
Mr. Tang Yat Ming Edward
(resigned on 29 April 2021)
Mr. Peng Bobo
(retired on 30 June 2021)
Dr. Cheng Faat Ting Gary
(resigned on 31 December 2021)

Each of the above Directors has entered into a service contract with the
Company for a term of one to three years. Each service contract will continue
thereafter unless terminated by either party thereto giving to the other at least
one to three months’ notice in writing.

The Company has received from each independent non-executive Director a
written annual confirmation letter of his independence pursuant to paragraph
12B of Appendix 16 of the Listing Rules and considers each of the independent
non-executive Directors is independent.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 31 December 2021, the interests and short positions of the Directors and
the chief executive of the Company in the shares, underlying shares and
debentures of the Company or any associated corporations (within the
meaning of the Securities and Futures Ordinance (“SFO")) which (a) were
required to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which the Director is taken or deemed to have under such provisions of the
SFO); or (b) were required, pursuant to section 352 of the SFO, to be entered in
the register referred to therein; or (c) were required, pursuant to the Model
Code to be notified to the Company and the Stock Exchange were as follows:

Long positions in the shares

Name of Director Capacity
EEnA 54

Yang Xin Min Beneficial owner
BER EmEAA

Ke Haiwei Beneficial owner
RN EnERA
Wang Haoxian Beneficial owner
5k BEHEAA
Wong Wai Wai Beneficial owner
By 9/: EREAA

EFRERITHASKE 25 R HAR
BB Z iR - R RAREEP 2
mRRE

R-ZE-_—F+_-_A=+—H KXQRIEER
EEITBABRAR G SR EEEEE(EE
RBEASENMHAEKRAN(TEERBERS] 2B
D HEAROREEETEEQBREBEZHFL
GBI EXVEE 7 ReDEBME RN AR
KX EmRAR (BIEREFAFRBAEK
PIBEAGENESHRANEERAE 2w Mok
2) b REESRBAEGEHEIIEEE
RRZEXFTEELMZEZRARE 3k
RIFEESTRZBANS AR AR B R AT 2 #Em &
KRBT

RirzEFE
Approximate
Number and Percentage of
Class of Shares Total Share Capital
ROEE IERA BB
KR35 Bo
592,573,880 10.51%
ordinary shares
30,328,000 0.54%
ordinary shares
EEk
9,504,000 0.16%
ordinary shares
E ik
1,960,000 0.03%
ordinary shares
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS IN THE SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 31 December 2021, so far as was known to the Directors and the chief
executive of the Company, the following persons had an interest or short
position in the shares and underlying shares in would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or
who were, directly or indirectly, interested in 5% or more of the nominal value
of any class of share capital carrying rights to vote in all circumstances at
general meetings of the Company or any other member of the Group.

Long positions in the shares

Name of Shareholder Capacity
REREE 56

Yang Xin Min Beneficial owner
BEFR EnEBEA

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the Directors had any interest, either direct or indirect, in any business,
which may compete or constitute a competition with the business of the
Group.

DIRECTORS’ MATERIAL INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS THAT ARE
SIGNIFICANT IN RELATION TO THE GROUP’S BUSINESS

Details of the connected transactions and related party transactions are
disclosed in this report and in note 44 to the consolidated financial statements
respectively.

Save for the above, no other transactions, arrangements or contracts of
significance in relation to the Group’s business to which the Company or any
of its subsidiaries was a party and in which a Director of the Company or his
connected entity had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during FY2021.

At no time during FY2021 was the Company or any of its subsidiaries, a party to
any arrangements to enable the Directors of the Company to acquire benefits
by means of the acquisition of shares or debentures of the Company or any
other body corporate.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or
any substantial part of the business of the Company or its subsidiaries were
entered into or existed during FY2021.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the Directors is currently in
force and was in force throughout FY2021. The Company has taken out and
maintained appropriate insurance cover in respect of potential legal actions
against its Directors and officers.

SHARE OPTIONS GRANTED PURSUANT TO THE SHARE
OPTION SCHEME

Pursuant to the written resolution by the shareholders of the Company on 24
September 2002, the Share Option Scheme (the “Old Scheme”) was approved
and adopted. The Old Scheme was terminated by a resolution passed by the
shareholders in the Company’s annual general meeting held on 27 May 2011.
No further options can be granted under the Old Scheme but in all other
respects the provisions of the Old Scheme shall remain in full force and effect.

On 27 May 2011, the shareholders passed a resolution in the annual general
meeting to approve and adopt a new Share Option Scheme (the “New
Scheme”) and the Board may, at its discretion, grant options (“Options”) to
eligible participants as defined in (i) below.

(i) Purpose

The purpose of the New Scheme is to enable the Company to grant
Options to eligible participants as incentives or rewards for their
contribution to the Company and/or any of its subsidiaries. Through the
New Scheme, the Company can motivate and reward the Eligible
Participants who have contributed to the Company by enhancing its
performance, improving its management and operation, and providing
it with good advice and ideas.

(ii) Eligible participants
The eligible participants of the New Scheme to whom Option(s) may be
granted by the Board shall include any employees, directors, advisors,
consultants, and any shareholders of any members of the Group or any
invested entities or any holders of any securities issued by any members
of the Group or any invested entities.
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(iiif) Maximum number of shares

(@)  The total number of shares which may be issued upon exercise of
all Options which may be granted under the New Scheme and
any other share option schemes of the Company (“Scheme
Mandate Limit") shall not exceed 10% of the total number of
shares in issue as at the date on which the New Scheme will be
approved and adopted by the shareholders, unless the Company
obtains a refresh approval from the shareholders pursuant to
paragraph (b) below. Options lapsed in accordance with the terms
of the New Scheme shall not be counted for the purpose of
calculating whether the Scheme Mandate Limit has been
exceeded.

(b)  The Company may seek approval of the shareholders in general
meetings to renew the Scheme Mandate Limit provided that the
Scheme Mandate Limit so renewed must not exceed 10% of the
shares in issue as at the date of the approval of the renewal by the
shareholders. Upon any such renewal, all Options granted under
the New Scheme and any other share option schemes of the
Company (including those outstanding, cancelled, lapsed in
accordance with the New Scheme and any other share option
schemes of the Company and exercised options) prior to the
approval of such renewal shall not be counted for the purpose of
calculating whether the renewed Scheme Mandate Limit has
been exceeded. In seeking the approval, the Company shall send
a circular to the shareholders.

() The Company may grant Options to the eligible participant(s)
beyond the Scheme Mandate Limit if the grant of such Options is
specifically approved by the shareholders in general meeting. In
seeking such approval, a circular must be sent to the shareholders
containing a generic description of the identified eligible
participant(s), the number and terms of the Options to be granted,
the purpose of granting Options to the identified eligible
participant(s), and how the terms of these Options serve such
purpose.

Notwithstanding the above, the maximum number of shares which may
be issued upon exercise of all outstanding Options granted and yet to
be exercised under the New Scheme and options which may be granted
under any other share option schemes of the Company shall not exceed
30% of the total number of shares in issue from time to time.
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(iv)

(v)

(vi)

Maximum entitlement of each eligible participant

(@)  The total number of shares issued and to be issued upon exercise
of the Options granted under the New Scheme and any other
share option schemes of the Company (including exercised,
cancelled and outstanding Options) to each eligible participant in
any 12-month period must not exceed 1% of the then total issued
share capital of the Company (the “Individual Limit").

(b)  Any further grant of Options to an eligible participant in excess of
the Individual Limit (including exercised, cancelled and
outstanding Options) in any 12-month period up to and including
the date of such further grant must be subject to the shareholders’
approval in general meeting of the Company with such eligible
participant and his associates abstaining from voting. A circular
must be sent to the shareholders disclosing the identity of the
identified eligible participant(s), the number and terms of the
Options granted and to be granted, the number and terms of the
Options to be granted to such identified eligible participant(s)
must be fixed before the shareholders’ approval and the date of
meeting of the Board for proposing such further grant should be
taken as the date of grant for the purpose of calculating the
exercise price.

Offer acceptance period and option price

An offer of grant of an Option may be accepted by an eligible participant
within 28 days from the date of the offer of grant of the Option. A
consideration of HK$1.00 is payable on acceptance of the offer of grant
of an Option. To the extent that the offer of grant of an Option is not
accepted within twenty-eight (28) days from the date on which the offer
for the grant of Options is made in the manner indicated herein, it will
be deemed to have been irrevocably declined and lapsed automatically.

Timing for exercise of Options

An Option shall be exercisable in whole or in part and in accordance
with the terms of the New Scheme at any time during a period to be
determined and notified by the Directors to each Grantee, which period
may commence on the day on which the offer for the grant of Options is
made but shall end in any event not later than 10 years commencing
from the date the Board makes an offer of the grant of an Option subject
to the provisions for early termination thereof. The Directors have the
discretion to impose a minimum period for which an Option has to be
held before the exercise of the subscription rights attaching thereto on
case by case basis.

(iv)

(v)

(vi)
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(vii) Subscription price

Subject to the adjustment made in accordance with the terms of the
New Scheme, the exercise price in respect of any particular Option shall
be such price as determined by the Board in its absolute discretion at
the time of making the offer of grant of an option (which shall be stated
in the letter containing the offer of grant of an option) but in any case
the exercise price must be at least the highest of (i) the closing price of
shares as stated in the Stock Exchange's daily quotations sheet on the
date of the offer of grant, which must be a trading day; (ii) the average
closing price of shares as stated in the Stock Exchange’s daily quotations
sheets for the 5 business days immediately preceding the date of the
offer of grant; and (iii) the nominal value of the shares.

For the year ended 31 December 2021 and 2020, there were no Options
granted, exercised, cancelled or lapsed under the Old Scheme and the
New Scheme.

As the New Scheme had expired on 26 May 2021, there were no Shares
available for issue under the New Scheme as at the date of this annual
report.

CONTINUING CONNECTED TRANSACTIONS

During FY2021, the Group had the following continuing connected
transactions which were required to be disclosed (the “Disclosed Continuing
Connected Transactions”) in compliance with the requirements of Chapter
14A of the Listing Rules.

On 10 September 2020, Smartronic Limited (“Smartronic”, an indirect non-
wholly owned subsidiary of the Company), Nutronic Healthcare Company
Limited (“Nutronic Healthcare”) and Nutronic Biomedical Group Limited
(“Nutronic Biomedical”) entered into a distribution agreement (the
“Distribution Agreement’), pursuant to which, (i) Nutronic Healthcare has
conditionally agreed to grant the exclusive right to Smartronic to sell, market
and distribute certain products series including but not limited to FertiCare
series, ConcepCare series and NatalCare series, being male and female fertility
supplements within the PRC and Hong Kong; and (i) Nutronic Biomedical has
conditionally agreed to authorise and grant Smartronic the right to use the
Nutronic trademarks in relation to the Distribution Agreement, from 10
September 2020 to 31 December 2022.
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Smartronic is held as to 51% by Forever Triumph, a wholly owned subsidiary of
the Company, and as to 49% by Nutronic Biomedical. Nutronic Healthcare is a
direct wholly-owned subsidiary of Nutronic Biomedical. By virtue of such 49%
equity interest in Smartronic by Nutronic Biomedical, Nutronic Biomedical and
Nutronic Healthcare are connected persons of the Company. Accordingly, the
transactions contemplated under the Distribution Agreement constitute
continuing connected transactions for the Company under Chapter 14A of the
Listing Rules.

According to the announcement of the Company dated 10 September 2020,
the proposed annual caps for the transactions contemplated under the
Distribution Agreement for the financial years ended/ending 31 December
2020, 31 December 2021 and 31 December 2022 are RMB3,900,000,
RMB6,400,000 and RMB6,400,000 respectively.

During FY2021, the total transaction amount by product sold of Nutronic
Healthcare to Smartronic was HK$2,235,104 (equivalent to RMB1,853,013). The
above transaction amount did not exceed the maximum cap as disclosed in
the Company’s announcement dated 10 September 2020 for the financial year
ended 31 December 2021. On 3 December 2021, Forever Triumph had sold its
51% equity interest in Smartronic to an independent third party. Since then,
Smartronic ceased to be a subsidiary of the Company thereby Nutronic
Healtcare and Nutronic Biomedical were not connected persons of the
Company, all transactions contemplated under the Distribution Agreement
would not be regarded as continuing connected transactions for the Company
under Chapter 14A of the Listing Rules. The related purchase amount was
calculated up to the date of the completion of disposal (i.e. 3 December 2021).

The independent non-executive Directors have reviewed the Disclosed
Continuing Connected Transactions set out above, and are of the view that the
Disclosed Continuing Connected Transactions have been entered into under
the following circumstances:

(i) in the ordinary and usual course of business of the Group;

(i) on normal commercial terms or better; and

(i) in accordance with the relevant agreement governing each of the
Disclosed Continuing Connected Transactions on terms that are fair and

reasonable and in the interest of the shareholders of the Company as a
whole.
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RSM Hong Kong was engaged to report on the Group's Disclosed Continuing
Connected Transactions in accordance with Hong Kong Standard on Assurance
Engagements 3000 (Revised) “"Assurance Engagements Other Than Audits or
Reviews of Historical Financial Information” and with reference to Practice Note
740 "Auditor’s Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. RSM Hong Kong has issued unqualified letter containing their
findings and conclusions in respect of the Disclosed Continuing Connected
Transactions in accordance with rule 14A.56 of the Listing Rules. A copy of the
independent auditor’s assurance report on continuing connected transactions
has been provided by the Company to the Stock Exchange.

In respect of the Disclosed Continuing Connected Transactions, RSM Hong
Kong concluded that:

(i) nothing has come to their attention that causes them to believe that the
Disclosed Continuing Connected Transactions have not been approved
by the Board.

(i) for transactions involving the provision of goods or services by the
Group, nothing has come to their attention that causes them to believe
that the Disclosed Continuing Connected Transactions were not, in all
material respects, in accordance with the pricing policies of the Group.

(i) nothing has come to their attention that causes them to believe that the
Disclosed Continuing Connected Transactions were not entered into, in
all material respects, in accordance with the relevant agreements
governing such transactions.

(iv)  with respect to the aggregate amount of the Disclosed Continuing
Connected Transactions, nothing has come to their attention that causes
them to believe that the Disclosed Continuing Connected Transactions
have exceeded the annual cap disclosed in the Company's
announcement dated 10 September 2020.

RELATED PARTY TRANSACTIONS

During FY2021, the Group entered into transactions with related parties as set
out in note 44 to the consolidated financial statements. Apart from the items
disclosed in the section “Continuing Connected Transactions”, all other material
related party transactions did not constitute non-exempt connected
transactions or continuing connected transactions as defined in Chapter 14A
of the Listing Rules.
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CORPORATE GOVERNANCE

The Company is committed to maintaining the highest standard of corporate
governance practices. Information on the corporate governance practices
adopted by the Company is set out in the Corporate Governance Report on
pages 21 to 39.

MAJOR CUSTOMERS AND SUPPLIERS

For FY2021, the aggregate revenue attributable to the largest customer and
the five largest customers of the Group accounted for approximately 8.9% and
27.2% of the Group's total revenue for the year respectively; and the aggregate
purchases from the largest and the five largest suppliers of the Group
accounted for approximately 11.3% and 34.8% of the Group's total purchases
for the year, respectively.

As far as the Directors are aware, none of the Directors of the Company, their
respective associates (as defined in the Listing Rules), and the existing
shareholders of the Company who own more than 5% of the Company’s
issued share capital, had any interests in the Group's five largest customers or
suppliers at any time during the year.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The Directors are responsible for the preparation of the consolidated financial
statements that give a true and fair view in accordance with International
Financial Reporting Standards issued by the International Accounting
Standards Board 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. Details of
responsibilities of Directors for the consolidated financial statements are set
out in the Independent Auditor’'s Report on page 61. The Directors are
responsible for the proper keeping of accounting record in order to secure
assets of the Company and the Group.

The Directors are also responsible for adopting reasonable measures to prevent
and check any fraudulences and irregularities.

BUSINESS REVIEW

The business review of the Group for FY2021 is set out in the section headed
“Management Discussion and Analysis” on pages 8 to 9 of this annual report
which forms part of this report.
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PRINCIPAL RISKS AND UNCERTAINTIES

The Directors are aware that the Group is exposed to various risks, including
some which are specific to the Group or the industries in which the Group
operates as well as others that are common to most businesses. The Group's
major risks are summarised below.

Financial risk

The Group's activities expose it to a variety of financial risks including foreign
currency risk, credit risk, liquidity risk and interest rate risk. The Group's overall
risk management procedures covers the unpredictability of financial markets
and seeks to minimise potential adverse effects on the Group's financial
performance. Details about the Group's financial risk management are set out
in note 6 to the consolidated financial statements.

Manpower and retention risk

The Group may face the risk of not being able to attract and retain key
personnel and talents with appropriate and required skills, experience and
competence which would meet the business objectives of the Group. The
Group will provide attractive remuneration package to suitable candidates and
personnel, propose incentives to retain talents and optimise internal training
and promotion mechanism.

Risk of rapid technological change

The industry development of the segments engaged by the Group changes
rapidly. If the Group fails to promptly react to the change in technologies to
satisfy customers’ demands, it might result in an adverse impact on the
financial status and operating results of the Group. The Group, therefore, strives
to response swiftly to the market to provide more comprehensive product
solutions and services to customers.

Risk of change in economy, politics and government policies

Most assets of the Group were located in Hong Kong and the PRC and
approximately 92% of the income was from the business in Hong Kong and
the PRC in 2021. Therefore, the operating results, financial status and prospects
of the Group are influenced by the changes in economy, politics and
government policies in Hong Kong and the PRC. Hence, the Company will
reinforce the communications with business partners, enhance the innovation
on technology, strengthen the aftersales maintenance market, consolidate and
ensure stable and healthy development of Hong Kong and the PRC market.
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Risk of data loss or operation interruption

The Group is dependent on information technology systems and networks.
Any material disruption or slowdown of the information technology systems
could cause loss of the intellectual property rights of customers, suppliers and
the Group. Therefore, the Group established internal policy on source code
management, data security, regular system checks and data backup to
safeguard data security and integrity.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group committed to implement various ways to encourage in compliance
with environmental legislation and promote awareness towards environmental
protection to the employees. It implements green office practices such as
setting default double-sided printing, promoting to reuse single-side printed
papers, encouraging staff to maintain electronic records in order to reduce
paper consumption, reducing energy consumption by switching off idle
lightings and electrical appliances and setting optimal temperature on the air
conditioning. The Group will continuously review its environmental practices
and consider implementing further measures in its operation.

For details, please refer to the “Environmental, Social and Governance Report”
available on the websites of the Company and the Stock Exchange.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Group's business is mainly operated by its subsidiaries in Hong Kong and
the PRC. The Company was incorporated in the Cayman Islands and is listed on
the Main Board of the Stock Exchange. The Group accordingly shall comply
with relevant laws and regulations in the operating regions. During FY2021 and
up to the date of this annual report, as far as the Company is aware, there was
no material breach or non-compliance with applicable laws and regulations by
the Group that has a significant impact on the business and operations of the
Group. The Group will seek for professional legal opinions from legal advisors
when necessary to ensure that the Group's transactions and business are in
conformity with all applicable laws and regulations.
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KEY RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS
AND SUPPLIERS

The Group recognises that employees are the valuable assets and regards the
personal development of its employees as highly important. The Group wants
to continue to be an attractive employer for committed employees. During
FY2021, there was no dispute on salary payments and all accrued
remunerations, in all kinds, were settled on or before their respective due dates,
as stipulated under individual employee’s employment contract. The Group
also ensures that all the employees are reasonably remunerated by regular
review and the policies on salary increment, promotion, bonus, allowances and
all other related benefits are updated from time to time. Being people-oriented,
the Group is committed to provide a safe and healthy workplace for its
employees and encourage them to have a work-life balance. For details of
employment and labour practices, please refer to the “Environmental, Social
and Governance Report” available on the websites of the Company and the
Stock Exchange.

The Group appreciates the importance of maintaining good relationship with
customers and suppliers to meet its immediate and long-term business goals.
The Group values the feedback from customers through regular
communication to provide customers with enhanced services and address
their concerns in a timely manner. For suppliers, the Group assures their
performance for the quality of delivered products.

During FY2021, there is no circumstance of any event between the Group and
its employees, customers and suppliers which will have a significant impact on
the Group's business and on which the Group’s success depends.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed securities during FY2021.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s articles of
association or Companies Law of the Cayman Islands, which would oblige the
Company to offer new shares on a pro-rata basis to existing shareholders.

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 latest practicable date prior to the issue
of this report, the Company has maintained sufficient public float as required
under the Listing Rules during FY2021.
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NON-ADJUSTING EVENTS AFTER THE REPORTING
PERIOD

On 22 February 2022, a subsidiary of the Group entered into an agreement to
acquire the remaining 40% equity interest of Zhangzhou Keruilin
Biotechnology Co., Limited C& /N 1 Bt B W £ ¥ Bt B R X 7)) ata
consideration of RMB2,000,000 from the non-controlling shareholder and it
became a wholly-owned subsidiary of the Group after the acquisition.

AUDITOR

The consolidated financial statements have been audited by RSM Hong Kong
who retire and, being eligible, offer themselves for re-appointment. A
resolution for the re-appointment of RSM Hong Kong will be put at the
forthcoming annual general meeting.

By order of the Board

Yang Xin Min
Chairman

25 March 2022
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Independent Auditor’s Report

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

SMARTAC INTERNATIONAL HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of Smartac International
Holdings Limited (the “Company”) and its subsidiaries (the “Group”) set out
on pages 65 to 172, which comprise the consolidated statement of financial
position as at 31 December 2021, and the consolidated statement of profit or
loss and other comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, except for the effects of the matter described in the basis for
qualified opinion paragraphs set out below, the consolidated financial
statements give a true and fair view of the consolidated financial position of
the Group as at 31 December 2021, and of its consolidated financial
performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (‘IFRSs") issued
by the International Accounting Standards Board (the “IASB") and have been
properly prepared in compliance with the disclosure requirements of the
Companies Ordinance.
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BASIS FOR QUALIFIED OPINION

Opening balances and comparative figures

The audit opinion on the consolidated financial statements of the Group for
the year ended 31 December 2020 (the “2020 Financial Statements”), which
form the basis for the comparative figures presented in the current year's

consolidated financial statements, was qualified by us because of the possible

effect of the scope limitations on the audit of recoverability of trade receivables

and net realisable value of inventories.

Any adjustments that might be found necessary as a result of the matters

described above might have a consequential effect on the Group's results and
cashflows for the year ended 31 December 2021. The qualified opinion on the
2020 Financial Statements is set out below.

(a)

Recoverability of trade receivables

As set out in note 29 to the 2020 Financial Statements, the carrying
amount of trade receivables as at 31 December 2020 was RMB61,387,000
net of allowances of RMB1,299,000. Allowance for impairment of trade
receivables charged to profit or loss for the year ended 31 December
2020 was RMB936,000. Up to the date of approval of the 2020 Financial
Statements, trade receivables of RMB42,586,000 as at 31 December 2020
had not been settled. The Group had issued legal demand letters to a
number of customers in respect of overdue amounts. In addition, we
had not been provided with customer specific credit information in
respect of new customers during the year ended 31 December 2020
with no prior credit history with the Group or existing customers who
were in default of payment. As a result, we were unable to obtain
sufficient appropriate audit evidence to satisfy ourselves that the
allowance for impairment of trade receivables was properly stated as at
31 December 2020.
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BASIS FOR QUALIFIED OPINION (Continued)

Opening balances and comparative figures (Continued)

(b)

Net realisable value of inventories

As set out in note 28 to the 2020 Financial Statements, the carrying
amount of inventories as at 31 December 2020 was RMB22,349,000 net
of allowance of RMB9,873,000. Allowance for inventories charged to
profit or loss for the year ended 31 December 2020 was RMB8,356,000.
Up to the date of approval of the 2020 Financial Statements, inventories
of approximately RMB2.5 million had been realised through sales. The
sales forecast prepared by the management for the period to 31
December 2021 showed that realisation of inventories would continue
to be slow due to the uncertain market conditions. As a result, we were
unable to obtain sufficient appropriate audit evidence to satisfy
ourselves that the allowance for net realisable value of the inventories
was properly stated as at 31 December 2020.

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

accordance with the HKICPA's Code of Ethics for Professional Accountants (the
"Code”), and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our qualified opinion.

Independent Auditor’s Report

B ERS
REERER (B)
HRAD 4G AR B v L Bl (1)

(b) TFEZUEEFE
BN T T FHERERMIE28FTEH,
RZEZZTF+ZA=+—HZTFERE
E{E A A R 22,349,000 7T (FI K B 5 A
R¥98730007T) c BHE_ZE-_ZTF+=
BA=+—RLFE glEzHKkR2TE
BiE A ARES3560007T c BHE_T
TEFBERERLERT BTEOARE
SEEBILCBBEEEN  c BEEMR
gla—FT - —F+-A=1+—HHMBZ
SHETRRFET AR MR H T 7
EEIR B EENE - AL ﬁﬁﬂiﬁ

RARHEE 2 ERERE  WEMRTFE

AERFERBEN T _TF T ﬂ

=t+—BERIR -
BHELREEESAMAS((EEBEMA

g EMzBEBZEEL ([FRBREER ) E
T8EZ - WPEZFERT 2 BEEFER AR
ERBE A BZGREVBRREAEZEE—
o IRIBBAB SRS ZBESFANBIET
AI(T<pRID) - BB EEE - BRMAE
ZIRTRIBITRMBERT - JMAMAE - TA
PIEGzEZEREA A REMREMZRE
TRIEMER -

IRBRE BT AR A A
2021 FEHH

57



Independent Auditor’s Report
B EENIR S

KEY AUDIT MATTERS

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

other receivables
3. Allowance for inventories

Key Audit Matter
HEEREE

Allowance for expected credit loss on trade receivables, deposits and 2.
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How our audit addressed the Key Audit Matter
EANERNNEEFARERSRE

1.  Going concern assessment

FREEETME

Refer to note 2 to the consolidated financial statements,
the Group incurred a net loss of RMB96,366,000 and had
net cash outflow from its operating activities of
RMB6,127,000 for the year ended 31 December 2021. These
conditions indicated that there is uncertainty about the
Group's ability to continue as a going concern as the
Group's cash flows from operations were not sufficient to
cover its operating costs and working capital requirements.
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Notwithstanding the above, the Group’s management
considered that it was appropriate to prepare the
consolidated financial statements on a going concern
basis. Management also considered that there was not a
material uncertainty in relation to going concern based on
their assessment of the Group's cash position and expected
liquidity requirements for the foreseeable future.
BEWMEXFM - EEEERERR BRRHERLEE
ERBGEUNBREABEES - EBENTRAR  REH
# EEERSRARAIRRRZEAHRBDESTE
ZaHE - WNFERBRERE 2 EATHEEMY

Our procedures in relation to management's assessment of going
concern included:

B EREEESELETHIREFRE

—  Assessing the reasonableness of the key inputs and the
assumptions adopted by management in the preparation
of the cash flow forecasts based on the historical
performance of the Group's operations and our knowledge
of the business;

BiE BEEEEBCRBERBAREMYZEB2M
oI EEENRARSREBARTEMN c EE
ABBEREBR2EEN

— Discussing with management their plans for the
development of the Online to Offline commerce business,
Electronic payment solutions business and other
operations, and their plans to control costs, and evaluating
the reasonableness of the cash flow forecasts based on
those plans;
HEBENRAAAERG B TERER BEFxX
MR REGREMEE 258 - AREFRES
AR ZEE - WIREZEAEF AR RERANZE
B

—  Considering the impact of reasonably possible downside
changes in the assumptions underlying the cash flow
forecasts and assessing the possible mitigating actions
identified by management.
ZEBEaRERAZHMBERERSEAIEINES 27
8 WAHEERERRI 2 FIReEMRITE -
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KEY AUDIT MATTERS (Continued)

Key Audit Matter
HARELBE

Independent Auditor’s Report
B EENIR S

PR EZSIA ()

How our audit addressed the Key Audit Matter
BMNERNAEERRERSIE

2. Allowance for expected credit losses (“ECLs”) on
trade receivables, deposits and other receivables
BURER RERHEGEBERREARGFESR (RHEE
EFE RSB

Refer to note 5(ii)(d), 6(b), 28 and 29 to the consolidated
financial statements.
B2 A M ERER M FESG)A) ~ 6(b) ~ 28 K229 ©

The Group has recognised allowance for ECLs of
RMB24,406,000 in aggregate on trade receivables, deposits
and other receivables in the current year.

EREENANFEREWRR - BE N E b EUGREE

RIBREEEERESFT AR 24406000 7T °

As set out in note 4(z) to the consolidated financial
statements, the Group always recognises lifetime ECL for all
trade receivables and estimates the ECLs using historical
credit loss experience adjusted for factors that are specific
to the debtors. For other non-trade receivables, the Group
recognises lifetime ECL when there is significant change in
credit risk since initial recognition otherwise the Group
recognises 12-month ECL.

IR E BRI 40 PAEL

EWRRER S HEREEEE
EEERELRAFEREERE
HEELFE - YREMIEE 5 EWFOE
RigEERREATREE
FEEE Bl ESEER2EAEREERESE -

Management was required to exercise significant
judgements and estimations in grouping debtors with
similar loss pattern and determine whether a particular
debtor is considered as default. The impact of economic
factors, both current and future, historical experience and
forward-looking factors specific to the debtors were also
considered in management'’s assessment of the likelihood
of recovery from debtors. Accordingly, these areas are
considered a key audit matter.

BEERELEANHE MAET U EEREUBERRKRN
MEFABRE IBREREEFARTRERED
B EEEBARDREN AR - TERE
Al B R SR AR08 R 2= I AR 5 A RO 5 TE I S 4 B K% AT BE
Rt - ZFRAEERSRAREZEE -

HRRMTE -

BEEE-ERAA
WER BHREBE
RFEBATE
fia ¥) 46 T
EEEERHES

Our procedures in relation to this matter included:

B ERZRFEEE

—  Understanding of the Group's credit risk management and
impairment allowance policy;

TR BERENEERREEMBEREBBE

—  Evaluating the independent external valuers’ competence,
capabilities and objectivity;

AHEEL NG ER RS - BEN REBIE

Understanding and challenging the judgements made by
management in calculating the ECL allowance;
THREREREEENFTERAGEFRRERIELN
2l

Assessing the relevance and reliability of the data used to
determine loss rates and the appropriateness of any
adjustments for forward-looking factors or factors specific
to the debtors; and
HMEARETEEXRNBBRMBRIE RSN - R
FIEMEERRERARENERNEMARNES
R

—  Assessing the adequacy of the allowance recorded by
reviewing subsequent settlements after the reporting

period.
FREMREPENREEET A IRSEEEHENTR
1 o

IRBRE BT AR A A
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Independent Auditor’s Report
B EENIR S

KEY AUDIT MATTERS (Continued)

Key Audit Matter
HREELZSEHE

PEEZSIA ()

How our audit addressed the Key Audit Matter
BMNEZNAREERRERER

3. Allowance for inventories

FERHE

Refer to notes 5(ii)(e) and 27 to the consolidated financial
statements.
BLHERE MBS ImERMFESG)e) & 27 o

At the end of the reporting period, the Group identifies
obsolete and slow-moving inventory items that are not
probable to be sold out in the future. It also identifies any
other inventories with net realisable value below cost. The
identification is based on forecasts of customers’ future
orders and future market conditions, and involves
subjective estimation. The allowance has an impact on the
carrying amount of inventories and the profit or loss for the
year.

R|EHAR - EREFETEARKTKA B E HEER &
WIHTEIEE o H IR E Efa] H b o] B3R FE A
REFEE - EITHE HERE TP ARRATERARKRT
TR S R T B - ZBEHFERAENLSF

The Group recognised allowance for the inventories of
RMB14,156,000 for the year ended 31 December 2021.
EEEREBEE T —F+_A=1T—BHILFEER
FERHE AR 14,156,000 7T ©

Our procedures in relation to the allowance for inventories
included:

B FEREZRF A

—  Reviewing inventory ageing analysis to identify obsolete or
slow-moving inventories;

ERFREREON - FRBRITHTE

—  Testing the accuracy of inventory ageing list to supporting
documents on a sample basis;

R AT BRI B MO XX RO EREIE

—  Testing whether the net realisable value of major items of
inventories exceeded cost by reviewing sales after the
reporting date; and
FRBHAMSAMRHEE  AXNGFETZRATER
FERTBBRA : R

—  Reviewing the appropriateness of the allowance for
inventories by reference to information about subsequent
sales.

SEERMERHENER  BHTFERRBRERE -
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OTHER INFORMATION

The directors 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 FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated financial
statements that give a true and fair view in accordance with IFRSs issued by the
IASB and the disclosure requirements of the 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 assists the directors in discharging their responsibilities
for overseeing the Group's financial reporting process.

Independent Auditor’s Report
B EENIR S

HthiwH

EETHEMENAR - At BN BRE®RA
M2 HER (T REZREMBRE LB
FRUL BN RS ) ©

BAHGEVBHRERNBERL VRERLMER
KBTI E A E R BER A AR RELS

A
i

ERPIBEZERA M BRRE - BANEEEH
BEMER - EHBERET EEEMENES
B P RR AR PIEEZBIET I TR
BREEXNERE - REUFAEERERBRAL -
ERBMERITHIE  IRBMARSEME
MBEERERRL  RAIFEREZFE - &
EE - BFVRBEFEE -

EEMSaMBERARENTE

E=AAEREERS EIIEESRMNE
R EER R A RGN EER EREER
EMRFOEGREPBERE  WHERBRES
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HHBEARERBRAAMNFOANTEZEEE -

ERBEAMBREE  EFARNE X
BREKEmES  YEBERBR T RE LR
BREBEBANER  UREAFELE RS
it BFEFEAEH BEXREBRAFLE
& HPIEEMERNERAER -
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Independent Auditor’s Report
B EENIR S

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

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

BEMMEBZSSMBERRKIENRIE

BN ER  SHEBGAMBRRES T F
ERRY EF‘JZ%E&&Hﬁ%ﬁE’JEEHEKﬁ%&E%L
RSRERE  XHABRRMER XA
HE - HfER BT (ESEBE) RERMN
BR R ZIINARERIEELM B H - HFT
ERABENARTAETMAEMA LR EFAE
ECIENE
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ZEERETNER TIFRERRMAFEN
ERERRRIRAL o #53R R 7] DA R BREF S BR AR B
i RAIEFAME FER REARLRATER
B AVBRREREMELHEERE - Bl
A AR VEE A A RRIRAL -

ERBEEBZBEREITEZNBES - M
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Continued)

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

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

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

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

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

Independent Auditor’s Report
B EENIR S

BHAMBEFSMBRRARREZR
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Independent Auditor’s Report
B EENIR S

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

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
reportis Mr. Liu Eugene.

RSM Hong Kong

Certified Public Accountants
29th Floor

Lee Garden Two

28 Yun Ping Road
Causeway Bay

Hong Kong

25 March 2022
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

SRmEHMEERmR

For the year ended 31 December 2021

BE—F——

e 5 = — =i

2021 2020
—E-—fF —ECTHF
Note RMB’000 RMB'000
Hifat ARMT T ARBT T
Revenue WA 8 50,083 191,648
Cost of sales and services HE MRS A (35,188) (169,551)
Gross profit EF 14,895 22,097
Fair value (loss)/gain on investment properties & ¥ A8 (B8 ) W zs 20 (1,300) 800
Other income EH A 9 6,269 7,982
Selling expenses HERX (23,613) (27,565)
Administrative expenses 1THF X (44,641) (45,084)
Other operating expenses Hih&EE A (15,668) (10,043)
Allowance for trade receivables JE UK BR FR S (19,678) (936)
Allowance for deposits and other receivables 1% & K Bl i U FR 3 45 (4,728) (3,876)
Reversal of impairment loss on H b W ROR E BB E
other receivables 50 18
Loss from operations BEEE (88,414) (56,607)
Finance costs R AN 11 (1,320) (1,201)
Loss on disposal of subsidiaries HEHB AR ZEE 40(c) (10,212) -
Share of result of an associate FEME— B R N E S 25 3,251 1,090
Loss before tax MR AIEE (96,695) (56,718)
Income tax credit/(expense) EEEe, (BH) 12 329 (232)
Loss for the year TEEEE 13 (96,366) (56,950)
Other comprehensive income for the year: < £ H 1 2 E 1 35 :
ltems that may be reclassified to profitorloss: A BF P IR 2 EH -
Exchange differences on translating "me fﬁ%%f*? o
foreign operations M =5 (2,419) (7,319
Exchange difference reclassified to profit HEMBARIMENSEE
or loss upon disposal of subsidiaries B BN ERE 537 =
Exchange differences reclassified to profit BE— kB A e i
or loss on de-registration of a subsidiary ENoEEER ELERE - ()
Other comprehensive income AEEHMEEWE (BiE)
for the year, net of tax (1,882) (7,320)
Total comprehensive income for the year N FE 2 HINGEAEZE (98,248) (64,270)
RIRE R AR A A

2021 FEH
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

FelEmBHMEERER
For the year ended 31 December 2021 BE=F-—#F+=-A=+—HIFFE

2021 2020
—E-—F —T-FF
Note RMB’000 RMB'000
Kifat ARET T ARBT T
Loss for the year attributable to: UTATEEEREESIE
Owners of the Company RARRE (84,600) (49,408)
Non-controlling interests FEIE AR M B (11,766) (7,542)
(96,366) (56,950)
Total comprehensive income for theyear LA T~ A T fEEEREE
attributable to: EHEINEHEE
Owners of the Company ZiN/NETD (86,579) (57,329)
Non-controlling interests FEIEAR M 2 (11,669) (6,941)
(98,248) (64,270)
LOSS PER SHARE BREE
Basic (RMB cents) AR (ARED) 18(a) (1.50) (0.88)
Diluted (RMB cents) HE(ARES) 18(b) (1.50) (0.88)
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Consolidated Statement of Financial Position

FEMBEIRRR

At 31 December2021 R=-ZFE—_—®#+—-_H=+—H

2021 2020
—E-—F —T-FF
Note RMB’000 RMB'000

et AR®T T ARBET T

Non-current assets FRBEE
Property, plant and equipment Y - BB N 19 7,152 9,096
Investment properties WEME 20 56,500 57,800
Right-of-use assets EREEE 21 5,224 8,136
Intangible assets EmEE 22 327 433
Other assets HAih &&= 23 3,290 =
Deposit for acquisition of intangible assets W EREEIRS - 2,800
Investment in an associate R—REBENRIRE 25 8,274 5,024
Financial assets at fair value through other BAAEF ALK
comprehensive income (“FVTOCI’) ([BRAAREBETTAHA
ZHEWE]) 2EMEE 26 = -
80,767 83,289
Current assets REBEE
Inventories FE 27 3,482 22,349
Trade receivables JFEULBR 3K 28 5,494 61,387
Prepayments, deposits and other receivables BT E ~ 324 K H {th fE I 7k 29 17,055 27,886
Current tax assets EHIRIBEEE 139 139
Cash and cash equivalents B MBS EED 30 56,797 60,469
82,967 172,230
Current liabilities REBAE
Trade payables JEfHBR X 37 848 2,505
Accruals and other payables FERT B A R B Ath FE T 3R 32 24,516 25,540
Contract liabilities EXON=RE 33 3,008 156
Bank loans RITER 34 733 8,000
Lease liabilities HEBE 35 2,895 3,393
Current tax liabilities EHIRIEEE 108 189
32,108 39,783
Net current assets REEEZTE 50,859 132,447
Total assets less current liabilities BEERRBEE 131,626 215,736
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Consolidated Statement of Financial Position

SAMBRRE
At 31 December 2021 R-ZE—-_—F+_-HA=+—H
2021 2020
—E-—F —T-FF
Note RMB’000 RMB'000
k=3 AR¥T T AREFIT
Non-current liabilities FRBERS
Bank loans IRITER 34 9,427 -
Lease liabilities MEARE 35 676 3,012
Deferred tax liabilities EEFIEAE 36 12,742 13,119
22,845 16,131
NET ASSETS BEE 108,781 199,605
Capital and reserves EARRHEE
Share capital [N 37 252,439 252,439
Reserves 1 39(a) (161,441) (74,325)
Equity attributable to owners of the Company 7N 2 &) % B B #E 25 90,998 178,114
Non-controlling interests SRR = 17,783 21,491
TOTAL EQUITY MR 108,781 199,605

EEegN T - —F=-A-+HBHEEKAT
MALTRERE -

Approved by the Board of Directors on 25 March 2022 and are signed on its
behalf by:

Ke Haiwei Wong Wai Wai
78 R FHE
Director Director

EF EF
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Consolidated Statement of Changes in Equity
n‘;r E*Eﬁﬁﬁﬁ

For the year ended 31 December 2021 EZ=—F=—F+=A=+—HIEFE
Attributable to owners of the Company
ARARRES
Foreign Financial
Share currency assetsat Non-
Share premium Statutory  translation Capital Other FVTOCl  Accumulated controlling
capital account reserve reserve reserve reserve reserve losses Total interests Total
BRAREHA
A2 @k
s BROEEER HERRE ELffE EAGE AfbfE SREERE 2ithR &t FERER &3t
RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
AEBTT  ARETR ARMTT  AR¥TR  ARMTT  ARBTR  ARMTR  ARBTRT ARETR  ARETR  AR¥TR
(note37)  (note390)))  (note390))  (note39))  (note3BW)  (ote39b)i)  (note 39(b)vi)
(W) (Wtsoen) (o) (Bisonnm) (W) (Hnm) (K aeh)
At 1 January 2020 RZFZF5-A-R 250439 1269192 1 (97474) (9619) (8385) 2,000) (1,162,736) 241589 2687 268416
Totel comprehensiveincome ~ AEFR ANEEE
forthe year - - (7.921) - - (49:408) (57329 (6%41) (64270)
De-tegistration of a subsiciary E-HHBARER - - - - - - - (86) (86)
Disposalof subsidiarywithout ~ (HEMBARMLE
loss of control REBHIE - - ®) - - (704) (727) 899 7
Acquisiion of non-controlling B EE £
interest - - 63) (4568) - - (788) (5419 JLE] (4676)
Capita contribution from FERER T E
non-controlling interests - - - - - - 4 49
Changes nequiyfortheyear  AERIEEEE) - (8007) {4568) - (50900) (63475) (5336) (68811)
At31 December 2020 and s
1 January 2021 TZR=1t-8k
“T2-5-A-B 252,439 1,269,192 m (105,481) (14,187) (8,385) (2000 (1,213,636) 178,114 2,491 199,605
Totel comprehensiveincome ~ AEF2EME
forthe year % = = = (1,979) = = = (84,600) (86,579) (11,669) (98,248)
Disposal of subsidiaries HERBRE - - - (537) - - - - (537) 5961 5424
Capital contribution from FARERTE
non-controlling interests - - - - - - - - - 2,000 2,000
Changesnequiy forheyesr A FEHED - - - (2516) - - - (B4600)  (87,116) (3708 (90824
At31 December 2021 W_%--%
+ZA=1-R 252,439 1,269,192 172 (107,997) (14,187) (8,385) (2,000) (1,298,236) 90,998 17,783 108,781

IRBE TR BIRAF]
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Consolidated Statement of Cash Flows
n‘7r = Eﬁﬁ;ﬁg

For the year ended 31 December 2021 #HZ—-FT - —F+-_H=+—HIFE

2021 2020
—E-—F —E-TF
Note RMB’000 RMB'000
HtaE AR¥T AREETF T
CASH FLOWS FROM OPERATING RETHEEZRERE
ACTIVITIES
Loss before tax bR AT E 1R (96,695) (56,718)
Adjustments for: RRFEE
Depreciation of property, W - B REETE
plant and equipment 2,183 1,821
Depreciation of right-of-use assets FREESERE 3,492 3,250
Amortisation of intangible assets | A EE 106 116
Interest income FBUA (244) (1,179)
Finance costs EURGID RN 1,320 1,201
Allowance for inventories FEEE 14,156 8,356
Allowance for trade receivables & UK BR R B 19,678 936
Allowance for deposits and 153 R LAt i WOk BB 1
other receivables 4,728 3,876
Bad debts written-off [mE b = 14
Impairment loss on property, W - B k& EREREE
plant and equipment 1,477 1,550
Reversal of impairment loss on H At R FOR (B B 18 1 B
other receivables (50) (18)
Change in fair value of WEMEZ AREES)
investment properties 1,300 (800)
Share of result of an associate FE(E—EHE A RIS (3,251) (1,090)
(Gain)/loss on disposal of property, HEWE - HE MEE
plant and equipment (), B8 (20)
Written-off of inventories WHEFE 20 19
Written-off of property, MEHYE - BB kR
plant and equipment = 115
Gain on de-registration of a subsidiary BE — M B A Al sl 2
Wz - an
Loss/(gain) on disposal of subsidiaries, net HEWBARZ
B8 (W) 58 10,212 3)
Gain on early termination of a lease RELEHEE 2 W= - (48)
Rent concession HeER (17) (32)
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Consolidated Statement of Cash Flows
ERRENER
For the year ended 31 December 2021 B E=F—-——#1+=-A=+—HIFE

2021 2020
—E-—F —E-TF
Note RMB’000 RMB'000
HtaE AR® T AREETF T
Operating loss before working capital changes &8 & ¢ & B)pi 2 &L & E518 (41,605) (38,637)
Increase in inventories FEEM (1,694) (27,310)
Decrease/(increase) in trade receivables FEUBRRUR A (35 00) 32,898 (56,426)
Decrease/(increase) in prepayments, TR 11D R E b FE YRR
deposits and other receivables wA, (3 ) 2,207 (18,073)
Decrease in due from related parties FE UG B RS 5 SR TE R - 200
(Decrease)/increase in trade payables FERTBRZR GRLA) /18 (1,634) 915
Increase/(decrease) in accruals and fEEtE A M E A EA R
other payables #an, Crd) 1,143 (1,094)
Increase in contract liabilities AHEaEEN 3,205 49
Decrease in due to a director FERTE R IR R D - (896)
Cash used in from operations wEEEERAzRE (5,480) (141,272)
Income taxes paid BEAPTSH (46) @)
Interest on lease liabilities HEBGEFE (601) (742)
Net cash used in operating activities KEEEER 2 FEE (6,127) (142,022)
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Consolidated Statement of Cash Flows

SERTRER

For the year ended 31 December 2021

BE-®-—F+-A=+—AL%E

2021 2020
—E-—f —ETF
Note RMB’000 RMB'000
Kifat ARMT T ARBT T
CASH FLOWS FROM INVESTING ACTIVITIESIR EZBI B4 2 HERE
Purchases of property, plant and equipment  BBE W% - BE M&E (1,868) (5322)
Deposit or acquisition of intangible assets WEBREEELS - (2,800)
Proceeds from disposal of property, HEWE - BEREZEMS
plant and equipment KIE 32 5
Purchase of intangible assets BEEFAEE = (90)
Purchase of other assets BEHMEE (700) -
Proceeds from disposal of subsidiaries HEMB AR FTSRIEA 40(c) 6,149 3
Bank interests received EYERITH S 244 1179
Net cash generated from/(used in) wEESEL (FR)
investing activities 2ERE 3,857 (7,025)
CASH FLOWS FROM FINANCING REITBHELEZRERE
ACTIVITIES
Principal elements of lease payments GEN=X BN e (3,371) (2,797)
Repayment of bank loans BEIRTTER (8,840) (9,000)
Bank loans raised ERRITER 11,000 8,000
Repayment to related parties EE 5 58 (355) (362)
Acquisition of non-controlling interest W B FE 2 R A 2 - (4,676)
Disposal of interest to non-controlling [ FE1E AR o S A e i I A
interest without loss of control KA = 172
Contribution from non-controlling interest  FEIERRIERS T & 2,000 49
Interests on bank loans and other RITEFRAE READ T
finance cost paid EURCID RN (719) (459)
Net cash used in financing activities BEETEFERZFRE (285) (9,073)
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Consolidated Statement of Cash Flows

For the year ended 31 December 2021 & &

ERRENER
ot e e et =) = - =[Sl [F EE T

2021 2020
—E-—F —T-FF
Note RMB’000 RMB'000
k=3 ARET T AREFIT
NET DECREASE IN CASH AND ReRREeEEBYRD FHE
CASH EQUIVALENTS (2,555) (158,120)
Effect of foreign exchange rate changes ERSE L5 (1,117) (7,785)
CASH AND CASH EQUIVALENTS R—A—BZzBRERELEE
AT 1 JANUARY Y 60,469 226,374
CASH AND CASH EQUIVALENTS RT+=-ZA=+—HZBEEKR
AT 31 DECEMBER SZEEY 56,797 60,469
ANALYSIS OF CASH AND CASH ReRBRESEBYHF
EQUIVALENTS
Cash and cash equivalents RENMRESEEYD 30 56,797 60,469
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Notes to the Consolidated Financial Statements

R E M mRMEE

For the year ended 31 December 2021

1.

Her—_ T -——F1+=-A=

GENERAL INFORMATION

Smartac International Holdings Limited (the “Company”) was
incorporated on 18 July 2000 in the Cayman Islands as an exempted
company with limited liability under the Companies Law of the Cayman
Islands. The address of its registered office is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman, KY1-1111, Cayman Islands. The
address of its principal place of business is Room 2101, 21
COFCO Tower, 262 Gloucester Road, Causeway Bay, Hong Kong. The
Company's shares are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

st Floor,

The Company is an investment holding company. The principal activities
of its subsidiaries are set out in note 24 to the consolidated financial
statements.

In the opinion of the directors of the Company, as at 31 December 2021,
Mr. Yang Xin Min is the ultimate controlling party of the Company.

BASIS OF PREPARATION

These consolidated financial statements have been prepared in
accordance with all applicable International Financial Reporting
Standards ("IFRSs") issued by the International Accounting Standards
Board (the "IASB"). IFRSs comprise International Financial Reporting
Standards (“IFRS"); International Accounting Standards (“IAS”"); and
Interpretations. These consolidated financial statements also comply
with the applicable disclosure provisions of the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”) and the
disclosure requirements of the Companies Ordinance (Cap. 622).
Significant accounting policies adopted by the Group are disclosed
below.

The IASB has issued certain new and revised IFRSs that are first effective
or available for early adoption for the current accounting period of the
Group. Note 3 provides information on any changes in accounting
policies resulting from initial application of these developments to the
extent that they are relevant to the Group for the current and prior
accounting periods reflected in these consolidated financial statements.

T—HIFFE

1.

—iREE
REEEERERAR(TERAT DR
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A] o AN QN A 5t 9 T 5 b UE A Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman, KY1-1111, Cayman Islands = E
TDREEMN ABBIMEEELTITE 2625
HIERE 2112101 E « KRB ZKRHD
EABMERGMERAR (B *
RET °

RAFRREERAR - KB A
REBHN G A MWK E24 -

ARREERR R-_E_—F+=-A
=t—H BHFRAELERADAZRE
B3 e

RNEE
ZEHRAMBRRESBEEERE SR
e (AR ENESES ) EH2
P 38 R B R B 765 i o5 22 B ([ [ PR B 75
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BIEXE ARG (FenE) 2HER
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

BASIS OF PREPARATION (Continued)

The directors have given careful consideration to the going concern of
the Group in light of the fact that the Group incurred a net loss of
RMB96,366,000 and had net cash outflow from its operating activities of
RMB6,127,000 for the year ended 31 December 2021.

In addition, the Company announced on 8 November 2020 that the
Stock Exchange has decided that the Company has failed to maintain a
sufficient level of operations as required under Rule 13.24 of the Listing
Rules to warrant the continued listing of the shares of the Company (the
“Shares”), and that trading in the Shares shall be suspended under Rule
6.01(3) of the Listing Rules. Since the Company was unable to announce
its annual result of 2020, the Shares have been suspended on 1 April
2021. On 25 May 2021, the Company further announced that the listing
status may be cancelled by the Stock Exchange if the Shares haven been
suspended for 18 continuous months, expiring on 30 September 2022.
This would limit the Company’s ability to raise funds through equity
financing.

In view of these circumstances, the board of directors (the “Board”) has
estimated the Group's cash requirements by the preparation of a Group
cashflow forecast for the next twelve months and the Board is of the
opinion that, together with the internal financial resources of the Group,
the Group has sufficient working capital for its present requirements,
that is for at least the next twelve months commencing from the
reporting date of the consolidated financial statements. Hence, the
consolidated financial statements have been prepared on a going
concern basis.

RS MBRRMEE
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Notes to the Consolidated Financial Statements

RS MBRRMEE

For the year ended 31 December 2021 BE=F-—#F+=-A=+—HIFFE

3. ADOPTION OF NEW AND REVISED INTERNATIONAL 3.
FINANCIAL REPORTING STANDARDS

(a) Application of new and revised IFRSs

The Group has applied the following amendments to IFRSs issued
by the IASB for the first time, which are mandatorily effective for
the annual period beginning on or after 1 January 2021 for the
preparation of the consolidated financial statements:

Amendments to IFRS 9, IAS 39, Interest Rate Benchmark
IFRS 7, IFRS 4 and IFRS 16 Reform — Phrase 2

In addition, the Group has early applied the Amendments to IFRS
16, COVID-19-Related Rent Concessions beyond 30 June 2021.

Except as described below, the application of the amendments to
IFRSs in the current year had no material impact on the Group's
financial positions and performance for the current and prior years
and/or on the disclosures set out in these consolidated financial
statements.

RIS R AR ST B PRI TSR 5
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

3. ADOPTION OF NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS (Continued)

(a)

Application of new and revised IFRSs (Continued)

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16,
Interest Rate Benchmark Reform — Phrase 2

The amendments provide targeted reliefs from (i) accounting for
changes in the basis for determining contractual cash flows of
financial assets, financial liabilities and lease liabilities as
modifications, and (i) discontinuing hedge accounting when an
interest rate benchmark is replaced by an alternative benchmark
rate as a result of the reform of interbank offered rates (“IBOR
reform”).

The amendments do not have an impact on these financial
statements as the Group does not have contracts that are indexed
to benchmark interest rates which are subject to the IBOR reform.

Amendment to IFRS 16, COVID-19-Related Rent
Concessions

The Group previously applied the practical expedient in IFRS 16
such that as lessee it was not required to assess whether rent
concessions occurring as a direct consequence of the COVID-19
pandemic were lease modifications, if the eligibility conditions are
met (see note 4(g)(i)). One of these conditions requires the
reduction in lease payments affect only payments originally due
on or before a specified time limit. The 2021 amendment extends
this time limit from 30 June 2021 to 30 June 2022.

The Group has early adopted the 2021 amendment in this financial
year. The amendments do not have an impact on these financial
statements as the Group does not have any rent concessions that
were previously ineligible for the practical expedient because of
the original time limit and accounted for as lease modifications,
become eligible.
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021 #HZE_—F_-——F+_-A=+—HIFFZE

3. ADOPTION OF NEW AND REVISED INTERNATIONAL 3.
FINANCIAL REPORTING STANDARDS (Continued)

(b) New and revised IFRSs in issue but not yet effective

Other than the amendments to IFRS 16, COVID-19-Related Rent
Concessions beyond 30 June 2021, the Group has not applied any
new and revised HKFRSs that have been issued but are not yet
effective for the financial year beginning 1 January 2021. These
new and revised IFRSs include the following which may be
relevant to the Group.

Amendments to IFRS 3 Business Combination — Reference to the Conceptual Framework

BIFR B M ¥R S RS 3R A Hf 2 1BR] — B ER 2 iRt

Amendments to IAS 16 Property Plant and Equipment — Proceeds before Intended Use

YR E R B Z AT

B ST EANF 16 R ZETME - BFE LERE —

Amendments to IAS 37 Onerous Contracts — Cost of Fulfilling a Contract

B e ERE 7 R 2B EREA N — BTN 2R
Annual Improvements to IFRSs 2018-2020 Cycle
BRVBREEN - \FE_ZT_TFAMIFESRE

Amendments to IAS 1 Classification of Liabilities as Current or Non-current

BB ERE 15 2B R E B AR IERE

Amendments to IAS 1 Presentation of Financial Statements and HKFRS Practice Statement 2

Making Materiality Judgements — Disclosure of Accounting Policies

BER S ERE 1RV BRRNE2BLEREVBERELENEBLES

L BRER M 2 HE 2 EF] — WESFTHR

Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and

Errors — Definition of Accounting Estimates

B S ERIE 8RBT BR - @A EEMER ZER]

Liabilities Arising from a Single Transaction

B ERE 1255 R 2155

The Group is in the process of making an assessment of what the
impact of these amendments and new standards is expected to
be in the period of initial application. So far it has concluded that
the adoption of them is unlikely to have a significant impact on
the consolidated financial statements.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared under the
historical cost convention, unless mentioned otherwise in the
accounting policies below (e.g. investment properties that are measured
at fair value).

The preparation of consolidated financial statements in conformity with
IFRSs 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 5.

The significant accounting policies applied in the preparation of these
consolidated financial statements are set out below.

(a) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to 31
December. Subsidiaries are entities over which the Group has
control. The Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with the entity and
has the ability to affect those returns through its power over the
entity. The Group has power over an entity when the Group has
existing rights that give it the current ability to direct the relevant
activities, i.e. activities that significantly affect the entity’s returns.

When assessing control, the Group considers its potential voting
rights as well as potential voting rights held by other parties. A
potential voting right is considered only if the holder has the
practical ability to exercise that right.

Subsidiaries are consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date
the control ceases.
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021

4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a)

Consolidation (Continued)

The gain or loss on the disposal of a subsidiary that results in a loss
of control represents the difference between (i) the fair value of
the consideration of the sale plus the fair value of any investment
retained in that subsidiary and (i) the Company’s share of the net
assets of that subsidiary plus any remaining goodwill and any
accumulated foreign currency translation reserve relating to that
subsidiary.

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

Non-controlling interests represent the equity in subsidiaries not
attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated statement
of financial position and consolidated statement of changes in
equity within equity. Non-controlling interests are presented in
the consolidated statement of profit or loss and other
comprehensive income as an allocation of profit or loss and total
comprehensive income for the year between the non-controlling
shareholders and owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to the
non-controlling shareholders even if this results in the non-
controlling interests having a deficit balance.

Changes in the Company’s ownership interest in a subsidiary that
do not result in a loss of control are accounted for as equity
transactions (i.e. transactions with owners in their capacity as
owners). The carrying amounts of the controlling and non-
controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiary. Any difference between the
amount by which the non-controlling interests are adjusted and
the fair value of the consideration paid or received is recognised
directly in equity and attributed to the owners of the Company.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a)

(b)

Consolidation (Continued)

In the Company’s statement of financial position, an investment in
a subsidiary is stated at cost less impairment loss, unless the
investment is classified as held for sale (or included in a disposal
group that is classified as held for sale).

Associates

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

Investment in an associate is accounted for in the consolidated
financial statements by the equity method and is initially
recognised at cost. Identifiable assets and liabilities of the associate
in an acquisition are measured at their fair values at the acquisition
date. The excess of the cost of the investment over the Group's
share of the net fair value of the associate’s identifiable assets and
liabilities is recorded as goodwill which is included in the carrying
amount of the investment. Any excess of the Group’s share of the
net fair value of the identifiable assets and liabilities over the cost
of acquisition is recognised in consolidated profit or loss.

The Group assesses whether there is an objective evidence that
the interest in an associate may be impaired. When any objective
evidence exists, the entire carrying amount of the investment
(including goodwill) is tested for impairment in accordance with
IAS 36 as a single asset by comparing its recoverable amount
(higher of value in use and fair value less costs of disposal) with its
carrying amount. Any impairment loss recognised is not allocated
to any asset, including goodwill, that forms part of the carrying
amount of the investment. Any reversal of that impairment loss is
recognised in accordance with IAS 36 to the extent that the
recoverable amount of the investment subsequently increases.
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021

4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

Associates (Continued)

The Group's share of an associate’s post-acquisition profits or
losses and other comprehensive income is recognised in
consolidated statement of profit or loss and other comprehensive
income. When the Group's share of losses in an associate equals or
exceeds its interest in the associate (which includes any long-term
interests that, in substance, form part of the Group’s net
investment in the associate), the Group does not recognise further
losses, unless it has incurred obligations or made payments on
behalf of the associate. If the associate subsequently reports
profits, the Group resumes recognising its share of those profits
only after its share of the profits equals the share of losses not
recognised.

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

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

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Foreign currency translation

(i)

(ii)

Functional and presentation currency

ltems 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 Renminbi (‘RMB") which is the
Company’s presentation currency and the functional
currency of the principal operating subsidiaries of the
Group. The functional currency of the Company is Hong
Kong dollars ("HK$"). The directors consider that choosing
RMB as the presentation currency best suits the need of
shareholders and investors.

Transactions and balances in each entity’s financial
statements

Transactions in foreign currencies are translated into the
functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are
translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this
translation policy are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates. The transaction date is the date on which the
company initially recognises such non-monetary assets or
liabilities. Non-monetary items that are measured at fair
value in foreign currencies are translated using the
exchange rates at the dates when the fair values are
determined.

When a gain or loss on a non-monetary item is recognised
in other comprehensive income, any exchange component
of that gain or loss is recognised in other comprehensive
income. When a gain or loss on a non-monetary item is
recognised in profit or loss, any exchange component of
that gain or loss is recognised in profit or loss.
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For the year ended 31 December 2021

BHE T ——

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Foreign currency translation (Continued)

(iii)

Translation on consolidation

The results and financial position of all the Group entities
that have a functional currency different from the
Company'’s presentation currency are translated into the
Company's presentation currency as follows:

—  Assets and liabilities for each statement of financial
position presented are translated at the closing rate
at the date of that statement of financial position;

— Income and expenses are translated at average
exchange rates for the period (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 exchange rates on the transaction dates); and

All resulting exchange differences are recognised in
other comprehensive income and accumulated in
the foreign currency translation reserve.

On consolidation, exchange differences arising from the
translation of monetary items that form part of the net
investment in foreign entities and of borrowings are
recognised in the other comprehensive income and
accumulated in the foreign currency translation reserve.
When a foreign operation is sold, such exchange differences
are reclassified to consolidated profit or loss as part of the
gain or loss on disposal.

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.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

Property, plant and equipment

Property, plant and equipment, are held for use in the supply of
goods or services, or for administrative purposes (other than
properties under construction as described below). Property, plant
and equipment are stated in the consolidated statement of
financial position at cost, less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if
any.

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. All other repairs and maintenance are recognised in profit
or loss during the period in which they are incurred.

Depreciation of property, plant and equipment is calculated at
rates sufficient to write-off their cost less their residual values over
the estimated useful lives on a straight-line basis. The principal
annual rates are as follows:

3.33%-33.33%,
over the lease term
12.5%-33.33%,
over the lease term
20%-25%

Buildings and leasehold improvement
Office equipment and fixtures
Motor vehicles

The residual values, useful lives and depreciation method are
reviewed and adjusted, if appropriate, at the end of each reporting
period, with the effect of any changes in estimate accounted for
on a prospective basis.

Construction in progress represents buildings under construction
and plant and equipment pending installation and is stated at
cost less impairment losses. Depreciation begins when the
relevant assets are available for use.

The gain or loss on disposal of property, plant and equipment is
the difference between the net sales proceeds and the carrying
amount of the relevant asset, and is recognised in profit or loss.
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4.

BE—ZT_——

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

(f)

(9)

Investment properties

Investment properties are land and/or buildings which are owned
or held under a leasehold interest to earn rentals and/or for capital
appreciation. These include land held for a currently
undetermined future use and property that is being constructed
or developed for future use as investment property.

Investment properties are stated at fair value, unless they are still
in the course of construction or development at the end of the
reporting period and their fair value cannot be reliably measured
at that time.

Gains or losses arising from changes in the fair value of investment
properties are recognised in profit or loss for the period in which
they arise.

An investment property is derecognised upon disposal or when
the investment property is withdrawn from use. Any gain or loss
on disposal of an investment property is the difference between
the net sales proceeds and the carrying amount of the property,
and is recognised in profit or loss. Rental income from investment
properties is accounted for as described in note 4(t).

Other assets

Other assets with indefinite useful life is stated at cost less any
impairment losses. Impairment is reviewed annually or when there
is any indication that the other assets have suffered an impairment
loss.

Leases

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

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(g) Leases (Continued)

(i)

The Group as a lessee

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

At the lease commencement date, the Group recognises a
right-of-use asset and a lease liability, except for short-term
leases that have a lease term of 12 months or less and leases
of low-value assets.

When the Group enters into a lease in respect of a low-value
asset, the Group decides whether to capitalise the lease on
a lease-by-lease basis. The lease payments associated with
those leases which are not capitalised are recognised as an
expense on a systematic basis over the lease term.

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

(g) Leases (Continued)

(i)

The Group as a lessee (Continued)

The right-of-use asset recognised when a lease is capitalised
is initially measured at cost, which comprises the initial
amount of the lease liability plus any lease payments made
at or before the commencement date, and any initial direct
costs incurred. Where applicable, the cost of the right-of-
use assets also includes an estimate of costs to dismantle
and remove the underlying asset or to restore the
underlying asset or the site on which it is located,
discounted to their present value, less any lease incentives
received. The right-of-use asset is subsequently stated at
cost less accumulated depreciation and impairment losses,
except for the right-of-use assets that meet the definition of
investment properties are carried at fair value in accordance
with note 4(e).

Right-of-use assets in which the Group is reasonably certain
to obtain ownership of the underlying leased assets at the
end of the lease term are depreciated from commencement
date to the end of the useful life. Otherwise, right-of-use
assets are depreciated on a straight-line basis over the
shorter of its estimated useful life and the lease term.

Refundable rental deposits paid are accounted under IFRS 9
and initially measured at fair value. Adjustments to fair value
at initial recognition are considered as additional lease
payments and included in the cost of right-of-use assets.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(g) Leases (Continued)

(i)

(ii)

The Group as a lessee (Continued)

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

The lease liability is also remeasured when there is a change
in the scope of a lease or the consideration for a lease that is
not originally provided for in the lease contract (“lease
modification”) that is not accounted for as a separate lease.
In this case the lease liability is remeasured based on the
revised lease payments and lease term using a revised
discount rate at the effective date of the modification. The
only exceptions are any rent concessions which arose as a
direct consequence of the COVID-19 pandemic and which
satisfied the conditions set out in paragraph 468 of IFRS 16.
In such cases, the Group took advantage of the practical
expedient not to assess whether the rent concessions are
lease modifications, and recognised the change in
consideration as negative lease payments in profit or loss in
the period in which the event or condition that triggers the
rent concessions occurred.

The Group as a lessor

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

Expenditure on research activities is recognised as an expense in

the period in which it is incurred. An internally generated

intangible asset arising from the Group's software development is

recognised only if all of the following conditions are met:

The technical feasibility of completing the intangible asset
so that it will be available for use or sale;

Management intends to complete the intangible asset and
use or sell it.

There is ability to use or sell the intangible asset;

It can be demonstrated how the intangible asset will
generate probable future economic benefits;

Adequate technical, financial and other resources to
complete the development and to use or sell the intangible
asset are available;

The expenditure attributable to the intangible asset during
its development can be reliably measured.

Internally generated intangible assets are stated at cost less

accumulated amortisation and impairment losses. Amortisation is

calculated on a straight-line basis over their estimated useful lives

of 5 years. Where no internally generated intangible asset can be

recognised, development expenditure is recognised in profit or

loss in the period in which it is incurred.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

0]

1)

Intangible assets acquired in a business combination
and acquired separately

Intangible assets acquired in a business combination are identified
and recognised separately from goodwill where they satisfy the
definition of an intangible asset and their fair values can be
measured reliably. The cost of such intangible assets is their fair
value at the acquisition date.

Subsequent to initial recognition, intangible assets acquired in a
business combination are reported at cost less accumulated
amortisation and accumulated impairment losses, on the same
basis as intangible assets acquired separately.

Amortisation of intangible assets is charged to profit or loss on a
straight-line basis over their estimated useful lives as follows:

Software development costs 5 years
Customers relationship 6 years
Computer software 5 years
Trademark 9 years

Both the period and method of amortisation are reviewed
annually.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined using weighted-average basis. The cost of
finished goods comprises all cost of purchase and other cost
incurred in bringing the inventories to their present location and
condition. Net realisable value is the estimated selling price in the
ordinary course of business, less the estimated costs of completion
and the estimated costs necessary to make the sale.
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4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

U}

Contract liabilities

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

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

When the contract includes a significant financing component,
the contract balance includes interest accrued under the effective
interest method.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when the Group'’s
entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at fair value through
profit or loss (“FVTPL") are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at FVTPL are
recognised immediately in profit or loss.
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For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

()]

(m)

Recognition and derecognition of financial
instruments (Continued)

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or when
it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity. If the Group
neither transfers nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset, the
Group recognises its retained interest in the asset and an
associated liability for amounts it may have to pay. If the Group
retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for
the proceeds received.

The Group derecognises financial liabilities when, and only when,
the Group's obligations are discharged, cancelled or have expired.
The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable,
including any non-cash assets transferred or liabilities assumed, is
recognised in profit or loss.

Financial assets

All regular way purchases or sales of financial assets are recognised
and derecognised on a trade date basis. Regular way purchases or
sales are purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or
convention in the marketplace. All recognised financial assets are
measured subsequently in their entirety at either amortised cost
or fair value, depending on the classification of the financial assets.
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021

4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(m) Financial assets (Continued)

(n)

(o)

Equity investments

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

Trade and other receivables

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

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

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible
into known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within three
months of maturity at acquisition. Cash and cash equivalents are
assessed for expected credit losses (“ECLs”).

BE-®-—F+-A=+—AL%E

4.

SRR ()
(m) HHEE R

(n)

(o)

BRAELRE
REARESFZRERDBR/RAR
Brf ARG  BRIFRSFREREY
FFNEFEBMMmTE ARTAHER
BER  AEBEERETRERR
NAEFAEM 2 RIS (TR S
#) FHit HRAREEFHNHE
2 EU s TERR o 5% F R EAE R
TREREEL  AERAEERR
BRENARBETAAR ZBANESR
RF T ATRE(E L © (EHIRREBR - 1
Hip 2wl Rt 2 SIS IRE
ERnERFE(TREE) EEHE
RERIE - RHEER  RAAER
(TR EE) Rtz S REARE
&¥ - BTEBARL - RAES
BREZBRE (THRIBREANE
sPABmEE AR EFARMER
Yees) tE REAM AR B2 TERR ©

FEUS R e ELfth FE S vk

& WU IR A AN 5% (B A 8 R A ALK
HBARERTT SR - 2R EDH
FEAS A - UERAE MR A BB B )
BRI A AR o KRR A
SEA BRI EN BRI ERMDE
R AEHEEBE2IRANE
= o

& W SR TR i B S P S R BRI R
EREEERRETIRR o

RERAEEEM
REeRBRSEBVERBRITRTH
B FRAERTEEMEEEE
ZIEEATESR AR I B M AR VERE
EHRERe2EBARMBRE %
FREZHHARESBHE=(E
AR BEEEZHRRIK - RE
kR EEBYEHEEMEEER
((RHFEER] -

Smartac International Holdings Limited
2021 Annual Report



Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(p)

(a)

(r)

(s)

(t)

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according
to the substance of the contractual arrangements entered into
and the definitions of a financial liability and an equity instrument
under IFRSs. The accounting policies adopted for specific financial
liabilities and equity instruments are set out in () to (s) below.

Borrowings

Borrowings are recognised initially at fair value, net of transaction
costs incurred, and subsequently measured at amortised cost
using the effective interest method.

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.

Trade and other payables

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

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Revenue and other income

Revenue is recognised when control over a product or service is
transferred to the customer, at the amount of promised
consideration to which the Group is expected to be entitled,
excluding those amounts collected on behalf of third parties.
Revenue excludes value added tax or other sales taxes and is after
deduction of any trade discounts.
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021

4.

BHE T ——

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(t)

Revenue and other income (Continued)

Revenue from the sale of merchandises is recognised when
control of the goods has been transferred, being when the goods
have been delivered to the customer’s specific location (delivery).
Following delivery, the customer has full discretion over the
manner of distribution and price to sell the goods, has the primary
responsibility when on selling the goods and bears the risks of
obsolescence and loss in relation to the goods. A receivable is
recognised by the Group when the goods are delivered to the
customers as this represents the point in time at which the right
to consideration becomes unconditional, as only the passage of
time is required before payment is due.

Commission and related marketing service income is recognised
when the services are delivered.

Revenue from sales of hardware and software and installation
service is recognised when the control of goods and services have
been transferred to customer upon completion of installation. A
receivable is recognised by the Group when the hardware being
delivered or/and software being installed at customers’ location as
this represents the point in time at which the right to
consideration becomes unconditional, as only the passage of time
is required before payment is due.

Other IT support service and other service income is recognised
when the services are rendered.

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

Rental income receivable under operating leases is recognised in
profit or loss in equal instalments over the periods covered by the
lease term, except where an alternative basis is more
representative of the pattern of benefits to be derived from the
use of the leased asset.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u) Employee benefits

(i)

(ii)

(iii)

Employee leave entitlements

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

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

Pension obligations

The Group contributes to defined contribution retirement
schemes which are available to all employees. Contributions
to the schemes by the Group and employees are calculated
as a percentage of employees’ basic salaries. The retirement
benefit scheme cost charged to profit or loss represents
contributions payable by the Group to the funds.

Obligation for contributions to the local government of the
People’s Republic of China (the “PRC") defined contribution
retirement schemes pursuant to the relevant labour rules
and regulations in the PRC are recognised as an expense in
profit or loss as incurred.

Termination benefits

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

(v) Borrowing costs

All borrowing costs are recognised in profit or loss in the period in
which they are incurred.
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021

4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w) Government grants

(x)

A government grant is recognised when there is reasonable
assurance that the Group will comply with the conditions
attaching to it and that the grant will be received.

Government grants relating to income are deferred and
recognised in profit or loss over the period to match them with
the costs they are intended to compensate.

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

Taxation

Income tax represents the sum of the current tax and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit recognised in profit or loss
because of items of income or expense that are taxable or
deductible in other years and items that are never taxable or
deductible. The Group's liability for current tax is calculated using
tax rates that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences and deferred tax
assets are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary
differences, unused tax losses or unused tax credits can be utilised.
Such assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition
(other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable profit nor
the accounting profit.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(x)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and an associate,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

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

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period. Deferred
tax is recognised in profit or loss, except when it relates to items
recognised in other comprehensive income or directly in equity, in
which case the deferred tax is also recognised in other
comprehensive income or directly in equity.

The measurement of deferred tax assets and liabilities reflects the
tax consequences that would follow from the manner in which
the Group expects, at the end of the reporting period, to recover
or settle the carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax for investment
properties that are measured using the fair value model, the
carrying amounts of such properties are presumed to be
recovered through sale, unless the presumption is rebutted. The
presumption is rebutted when the investment properties are
depreciable and are held within a business model of the Group
whose business objective is to consume substantially all of the
economic benefits embodied in the investment properties over
time, rather than through sale. If the presumption is rebutted,
deferred tax for such investment properties is measured based on
the expected manner as to how the properties will be recovered.

For the purposes of measuring deferred tax for leasing transactions
in which the Group recognises the right-of-use assets and the
related lease liabilities, the Group first determines whether the tax
deductions are attributable to the right-of-use assets or the lease
liabilities.
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021

4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(x)

(y)

Taxation (Continued)

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies IAS 12
requirements to right-of-use assets and lease liabilities separately.
Temporary differences relating to right-of-use assets and lease
liabilities are not recognised at initial recognition and over the
lease terms due to application of the initial recognition exemption.

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

In assessing any uncertainty over income tax treatments, the
Group considers whether it is probable that the relevant tax
authority will accept the uncertain tax treatment used, or
proposed to be use by individual group entities in their income
tax filings. If it is probable, the current and deferred taxes are
determined consistently with the tax treatment in the income tax
filings. If it is not probable that the relevant taxation authority will
accept an uncertain tax treatment, the effect of each uncertainty is
reflected by using either the most likely amount or the expected
value.

Impairment of non-financial assets

Intangible assets that have an indefinite useful life or that are not
yet available for use are reviewed for impairment annually and
whenever events or changes in circumstances indicate the
carrying amount may not be recoverable.

The carrying amounts of other non-financial assets are reviewed at
each reporting date for indications of impairment and where an
asset is impaired, it is written down as an expense through the
consolidated statement of profit or loss to its estimated
recoverable amount. The recoverable amount is determined for
an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or
groups of assets. If this is the case, recoverable amount is
determined for the cash-generating unit (the “CGU") to which the
asset belongs. Recoverable amount is the higher of value in use
and the fair value less costs of disposal of the individual asset or
the CGU.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(y)

(2)

Impairment of non-financial assets (Continued)

Value in use is the present value of the estimated future cash flows
of the asset/CGU. Present values are computed using pre-tax
discount rates that reflect the time value of money and the risks
specific to the asset/CGU whose impairment is being measured.

Impairment losses for CGUs are allocated first against the goodwill
of the unit and then pro rata amongst the other assets of the CGU.
Subsequent increases in the recoverable amount caused by
changes in estimates are credited to profit or loss to the extent
that they reverse the impairment.

Impairment of financial assets

The Group recognises a loss allowance for ECL on trade
receivables. The amount of ECL is updated at each reporting date
to reflect changes in credit risk since initial recognition of the
respective financial instrument.

The Group always recognises lifetime ECL for trade receivables.
The ECL on these financial assets are estimated using a provision
matrix based on the Group's historical credit loss experience,
adjusted for factors that are specific to the debtors, general
economic conditions and an assessment of both the current as
well as the forecast direction of conditions at the reporting date,
including time value of money where appropriate.

For all other financial instruments, the Group recognises lifetime
ECL when there has been a significant increase in credit risk since
initial recognition. However, if the credit risk on the financial
instrument has not increased significantly since initial recognition,
the Group measures the loss allowance for that financial
instrument at an amount equal to 12-month ECL.

Lifetime ECL represents the ECLs that will result from all possible
default events over the expected life of a financial instrument. In
contrast, 12-month ECL represents the portion of lifetime ECL that
is expected to result from default events on a financial instrument
that are possible within 12 months after the reporting date.
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021 BE=F-—#F+=-A=+—HIFFE

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(z) Impairment of financial assets (Continued)

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has
increased significantly since initial recognition, the Group
compares the risk of a default occurring on the financial
instrument at the reporting date with the risk of a default
occurring on the financial instrument at the date of initial
recognition. In making this assessment, the Group considers both
quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-looking
information that is available without undue cost or effort. Forward-
looking information considered includes the future prospects of
the industries in which the Group's debtors operate, obtained
from economic expert reports, financial analysts, governmental
bodies, relevant think-tanks and other similar organisations, as well
as consideration of various external sources of actual and forecast
economic information that relate to the Group’s core operations.

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 the
financial instrument’s external (if available) or internal credit

rating;

—  significant deterioration in external market indicators of

credit risk for a particular financial instrument;

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

obligations;

— an actual or expected significant deterioration in the

operating results of the debtor;

— significant increases in credit risk on other financial

instruments of the same debtor;

— an actual or expected significant adverse change in the
regulatory, economic, or technological environment of the
debtor that results in a significant decrease in the debtor’s

ability to meet its debt obligations.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(2)

Impairment of financial assets (Continued)
Significant increase in credit risk (Continued)

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

Despite the foregoing, the Group assumes that the credit risk on a
financial instrument has not increased significantly since initial
recognition if the financial instrument is determined to have low
credit risk at the reporting date. A financial instrument is
determined to have low credit risk if:

(i) The financial instrument has a low risk of default,

(i) The debtor has a strong capacity to meet its contractual
cash flow obligations in the near term; and

(i) Adverse changes in economic and business conditions in
the longer term may, but will not necessarily, reduce the
ability of the borrower to fulfil its contractual cash flow
obligations.

The Group considers a financial asset to have low credit risk when
the asset has external credit rating of “investment grade” in
accordance with the globally understood definition or if an
external rating is not available, the asset has an internal rating of
“performing”. Performing means that the counterparty has a
strong financial position and there is no past due amounts.

The Group regularly monitors the effectiveness of the criteria used
to identify whether there has been a significant increase in credit
risk and revises them as appropriate to ensure that the criteria are
capable of identifying significant increase in credit risk before the
amount becomes past due.
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For the year ended 31 December 2021

4,
(2)

Definition of default

Bz
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—F+HA=1+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Continued) 4,

Impairment of financial assets (Continued)

The Group considers the following as constituting an event of
default for internal credit risk management purposes as historical

experience indicates that receivables that meet either of the

following criteria are generally not recoverable.

counterparty; or

when there is a breach of financial covenants by the

information developed internally or obtained from external

sources indicates that the debtor is unlikely to pay its
creditors, including the Group, in full (without taking into
account any collaterals held by the Group).

Irrespective of the above analysis, the Group considers that default

has occurred when a financial asset is more than 90 days past due
unless the Group has reasonable and supportable information to
demonstrate that a more lagging default criterion is more

appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that

have a detrimental impact on the estimated future cash flows of

that financial asset have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the following

events:

counterparty;

significant financial difficulty of the issuer or the

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

the lender(s) of the counterparty, for economic or

contractual reasons relating to the counterparty’s financial
difficulty, having granted to the counterparty a
concession(s) that the lender(s) would not otherwise

consider;

it is becoming probable that the counterparty will enter

bankruptcy or other financial reorganisation; or

the disappearance of an active market for that financial

asset because of financial difficulties.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(2)

Impairment of financial assets (Continued)

Write-off policy

The Group writes off a financial asset when there is information
indicating that the debtor is in severe financial difficulty and there
is no realistic prospect of recovery, including when the debtor has
been placed under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when the
amounts are over two years past due, whichever occurs sooner.
Financial assets written off may still be subject to enforcement
activities under the Group's recovery procedures, taking into
account legal advice where appropriate. Any recoveries made are
recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default,
loss given default (i.e. the magnitude of the loss if there is a
default) and the exposure at default. The assessment of the
probability of default and loss given default is based on historical
data adjusted by forward-looking information as described above.
As for the exposure at default, for financial assets, this is
represented by the assets’ gross carrying amount at the reporting
date.

For financial assets, the ECL is estimated as the difference between
all contractual cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group expects to
receive, discounted at the original effective interest rate. For a
lease receivable, the cash flow used for determining the ECLs is
consistent with the cash flows used in measuring the lease
receivables accordance with IFRS 16.

If the Group has measured the loss allowance for a financial
instrument at an amount equal to lifetime ECL in the previous
reporting period, but determines at the current reporting date
that the conditions for lifetime ECL are no longer met, the Group
measures the loss allowance at an amount equal to 12-month ECL
at the current reporting date, except for assets for which simplified
approach was used.

The Group recognises an impairment gain or loss in profit or loss
for all financial instruments with a corresponding adjustment to
their carrying amount through a loss allowance account.
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For the year ended 31 December 2021

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(aa)

(ab)

Provisions and contingent liabilities

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

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

Events after the reporting period

Events after the reporting period that provide additional
information about the Group's position at the end of the reporting
period are adjusting events and are reflected in the consolidated
financial statements. Events after the reporting period that are not
adjusting events are disclosed in the notes to the consolidated
financial statements when material.

5. CRITICALJUDGEMENT AND KEY ESTIMATES

(i

Critical judgement in applying accounting policies

In the process of applying the accounting policies, the directors
have made the following judgement that has the most significant
effect on the amounts recognised in the consolidated financial
statements (apart from those involving estimations, which are
dealt with below).
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5.

For the year ended 31 December 2021

CRITICAL JUDGEMENT AND KEY ESTIMATES
(Continued)

Notes to the Consolidated Financial Statements
A MERRMEE
BE _F _ e IS

5. EERAEREEGE (R

(i) Critical judgement in applying accounting policies (i) ERSHHEZEEHE(E)
(Continued)
(a) Contingent Liabilities (a) WMAREE

The Company acquired 51% equity interest in LCE Group
Limited ("LCE Group”) and its subsidiaries (the "LCE
Group’) in 2017. Neither the Company nor the vendor has
reported the transaction to the relevant PRC tax authorities.
The PRC tax authorities however could impose penalty on
unpaid enterprise income tax ("EIT") according to the
relevant PRC laws and regulations. The directors, after
consulting the Group’s PRC legal counsel, are of opinion
that a provision of RMB6,021,000 (2020: RMB6,180,000) had
been adequately made, and considered that the risk of
having a penalty imposed by the PRC tax authorities is
reasonably low. The penalty is disclosed under contingent

liabilities.

(b) Deferred tax for investment properties

For the purpose of measuring deferred tax for investment
properties that are measured using the fair value model, the
directors have reviewed the Group's investment properties
portfolios and concluded that the Group's investment
properties are held under a business model whose objective
is to consume substantially all of the economic benefits
embodied in the investment properties over time, rather
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than through sale. Therefore, in determining the Group's o BN i R AR

deferred tax for investment properties, the directors have
determined that the presumption that investment
properties measured using the fair value model is recovered

through sale is rebutted.
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For the year ended 31 December 2021

5. CRITICAL JUDGEMENT AND KEY ESTIMATES

(Continued)

(i) Critical judgement in applying accounting policies
(Continued)
(c) Significant increase in credit risk

(d)

As explained in accounting policy disclosed in note 4(2),
ECLs are measured as an allowance equal to 12-month ECL
for stage 1 assets, or lifetime ECL for stage 2 or stage 3
assets. An asset moves to stage 2 when its credit risk has
increased significantly since initial recognition. IFRS 9 does
not define what constitutes a significant increase in credit
risk. In assessing whether the credit risk of an asset has
significantly increased, the Group takes into account
qualitative and quantitative reasonable and supportable
forward-looking information.

Determining the lease term

In determining the lease term at the commencement date
for leases that include renewal options exercisable by the
Group, the Group evaluates the likelihood of exercising the
renewal options taking into account all relevant facts and
circumstances that create an economic incentive for the
Group to exercise the option, including favourable terms,
leasehold improvements undertaken and the importance of
that underlying asset to the Group’s operation.

Generally, periods covered by an extension option in other
properties leases have not been included in the lease
liability because the Group could replace the assets without
significant cost or business disruption. See note 21 to the
consolidated financial statements for further information.

The lease term is reassessed when there is a significant
event or significant change in circumstance that is within
the Group’s control. During the current financial year, no
lease term has been reassessed.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

5. CRITICALJUDGEMENT AND KEY ESTIMATES
(Continued)

(ii)

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources

of estimation uncertainty at the end of reporting period, that have

a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are
discussed below.

(a)

Income taxes

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

During the year, income tax credit of RMB329,000 (2020:
expenses of RMB232,000) was recognised to profit or loss
based on the estimated profits after adjusting relevant items
according to applicable tax rules.
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Notes to the Consolidated Financial Statements

EEMBRRMEE
For the year ended 31 December 2021 #HZE_—F_-——F+_-A=+—HIFFZE

5. CRITICAL JUDGEMENT AND KEY ESTIMATES 5. EEAETRIFEEELE (&)
(Continued)
(i) Key sources of estimation uncertainty (Continued) (i) EHFHERZEZETERE (D)

(b) Impairment of property, plant and equipment and b)) NE BEERREBEUREAR
right-of-use assets EEEZRE
Property, plant and equipment, construction in progress ME-BEREME - TET
and right-of-use assets are stated at costs less accumulated 12 R A E TR AR
depreciation and impairment, if any. In determining 2t E LR ES R
whether an asset is impaired, the Group has to exercise ) EETEAERAGRAE
judgment and make estimation, particularly in assessing: (1) W NEEAITEHE RE
whether an event has occurred or any indicators that may B BRI EE ()2
affect the asset value; (2) whether the carrying value of an BHEEHEHENEEMD
asset can be supported by the recoverable amount, in the KA EEEFE QB
case of value in use, the net present value of future cash EREEETEMARIE
flows which are estimated based upon the continued use of RE(MAERER)XE -
the asset; and (3) the appropriate key assumptions to be BRI EF R EEMTH
applied in estimating the recoverable amounts including %Wﬁium%ﬁ'} FIRE R
cash flow projections and an appropriate discount rate. 3 EANEFT AT E & &
When it is not possible to estimate the recoverable amount E’]L EARRR(BERSN
of an individual asset (including right-of-use assets), the =B MEERRX) -
Group estimates the recoverable amount of the CGU to FOAMETENEE (BEER
which the assets belongs. Changing the assumptions and BEE)NIRESER - A
estimates, including the discount rates or the growth rate in EEGFEEMBRSES
the cash flow projections, could materially affect the BAMATKE ©FE - B
recoverable amounts. EEH(EEReREEA 28

MRS REK) BE) - YA
W el REEKERTE o

The carrying amount of property, plant and equipment and RZFEZ—F+ZA=*+—
right-of-use assets as at 31 December 2021 were B %% BWENIZENUE
RMB7,152,000 (2020: RMB9,096,000) and RMB5,224,000 EREEEN HEE% Ji%
(2020: RMB8,136,000) respectively. AR#7,1500(ZE=F

F: AR¥9,096,0007T) A
R #¥52400T( - - &
& AR¥B1360007T) °

(c) Fairvalues of investment properties () BEWEZAAE
The Group appointed an independent professional valuer AEBZRTE—EBBHLHEEMN
to assess the fair values of the investment properties. In BERIRFEREMEN DR
determining the fair values, the valuer has utilised a method BE-EBEHEAAER &
of valuation which involves certain estimates. The directors BN R P K& T e
have exercised their judgement and are satisfied that the B % - B0 R AT
method of valuation and inputs used are reflective of the AR 1E AR 2 HEE
current market conditions. ME RIS ER o
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5.

For the year ended 31 December 2021

CRITICAL JUDGEMENT AND KEY ESTIMATES
(Continued)

(ii) Key sources of estimation uncertainty (Continued) (i)
(c) Fair values of investment properties (Continued) (c)

Whilst the Group considers valuations of the Group'’s
investment properties are the best estimates, the ongoing
COVID-19 pandemic has resulted in greater market volatility
depending on how the COVID-19 pandemic may progress
and evolve, which have led to high degree of uncertainties

in respect of the valuations in the current year.

The carrying amount of investment properties as at 31
December 2021 was RMB56,500,000 (2020: RMB57,800,000)
after recognition of the fair value loss of RMB1,300,000 (2020:
Gain of RMB800,000) in the profit or loss during the year.

(d) Impairment of trade receivables, deposits and other (d)

receivables

The management of the Group estimates the amount of
impairment loss for ECL on trade receivables, deposits and
other receivables based on the credit risk of these
receivables. The amount of the impairment loss based on
ECL model is measured as the difference between all
contractual cash flows that are due to the Group in
accordance with the contract and all the cash flows that the
Group expects to receive, discounted at the effective
interest rate determined at initial recognition. Where the
future cash flows are less than expected, or being revised
downward due to changes in facts and circumstances, a

material impairment loss may arise.

Due to greater financial uncertainty triggered by the
COVID-19 pandemic, the Group has increased the expected
loss rates in the current year as there is higher risk that a
prolonged pandemic could lead to increased credit default
rates. The information about the ECL and the Group's trade

receivables are disclosed in note 6(b).

Notes to the Consolidated Financial Statements
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5. CRITICALJUDGEMENT AND KEY ESTIMATES
(Continued)

(ii) Key sources of estimation uncertainty (Continued)

(d)

(e)

Impairment of trade receivables, deposits and other
receivables (Continued)

As at 31 December 2021, the carrying amount of trade
receivables is RMB5,494,000 (net of allowance for doubtful
debts of RMB15,746,000) (2020: RMB61,387,000 (net of
allowance for doubtful debts of RMB1,299,000)).

As at 31 December 2021, the carrying amount of deposits
and other receivables is RMB7,150,000 (net of allowance for
doubtful debts of RMB8,616,000) (2020: RMB14,084,000 (net
of allowance for doubtful debts of RMB3,944,000)).

Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based on
the ageing and estimated net realisable value of inventories.
The assessment of the allowance amount involves
judgement and estimates. Where the actual outcome in
future is different from the original estimate, such difference
will impact the carrying value of inventories and allowance
charge/write-back in the period in which such estimate has
been changed.

For the year ended 31 December 2021, RMB14,156,000
(2020: RMB8,356,000) of allowance for slow-moving
inventories was recognised in profit or loss.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks: foreign
currency risk, credit risk, liquidity risk and interest rate risk. The Group's
overall risk management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse effects on the
Group's financial performance.

(a) Foreign currency risk

The Group has certain exposure to foreign currency risk as most of
its business transactions, assets and liabilities are principally
denominated in HKS$, RMB, Euro (“EUR") and United States dollars
("US$"), of which some currencies are the functional currencies of
the Group’s entities. The Group currently does not have a foreign
currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group monitors its foreign
currency exposure closely and will consider hedging significant
foreign currency exposure should the need arise.

The Group does not expect any significant exposure to foreign
currency risk on US$ as HKS is pegged to US$ and it is not
considered likely that there will be a material fluctuation in US$/
HKS exchange rate.

At 31 December 2021, if the RMB had weakened 5 per cent against
the HKS$ with all other variables held constant, consolidated loss
after tax for the year would have been RMB141,000 lower (2020:
RMB195,000 lower), arising mainly as a result of the foreign
exchange difference on cash and cash equivalents and accruals
and other payables (2020: cash and cash equivalents and trade
receivables) denominated in HK$/RMB. If the RMB had
strengthened 5 per cent against the HKS with all other variables
held constant, consolidated loss after tax for the year would have
been RMB141,000 higher (2020: RMB195,000 higher), arising
mainly as a result of the foreign exchange difference on cash and
cash equivalents and accruals and other payables (2020: cash and
cash equivalents and trade receivables) denominated in HKS/RMB.
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For the year ended 31 December 2021

6.

FINANCIAL RISK MANAGEMENT (Continued)

(a)

(b)

Foreign currency risk (Continued)

At 31 December 2020, if the EUR had weakened 5 per cent against
the HKS with all other variables held constant, consolidated loss
after tax for the year would have been RMB96,000 lower, arising
mainly as a result of the foreign exchange difference on trade
receivables denominated in HKS/EUR. If the EUR had strengthened
5 per cent against the HKS with all other variables held constant,
consolidated loss after tax for the year would have been
RMB96,000 higher, arising mainly as a result of the foreign
exchange difference on trade receivables denominated in HKS/
EUR.

Creditrisk

Credit risk is the risk that a counterparty will not meet its
obligations under a financial instrument or customer contract,
leading to a financial loss. The Group is exposed to credit risk from
its operating activities (primarily trade receivables) and from its
financing activities, including foreign exchange transactions and
other financial instruments. The Group's exposure to credit risk
arising from cash and cash equivalents is limited because the
counterparties are banks and financial institutions with high
credit-rating assigned by international credit-rating agencies, for
which the Group considers to have low credit risk.

Trade receivables

Customer credit risk is managed by each business unit subject to
the Group's established policy, procedures and control relating to
customer credit risk management. Individual credit evaluations are
performed on all customers requiring credit over a certain amount.
These evaluations focus on the customer’s past history of making
payments when due and current ability to pay, and take into
account information specific to the customer as well as pertaining
to the economic environment in which the customer operates.
Normally, the Group does not obtain collateral from customers.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

RS MBRRMEE

T o Sy i o J

6. FINANCIAL RISK MANAGEMENT (Continued) 6. MHERER (K
(b) Creditrisk (Continued) (b) EEAEKE (45)
Trade receivables (Continued) PEUK BR TR (48)
The Group has concentration of credit risk as 19% (2020: 60%) of RZE——F+-_H=+—H =K
the total gross carrying amount of trade receivables were due SEAEBEEETRER - THHINE
from the Group's five largest customers as at 31 December 2021 IR R R E19% (Z T =T F -
and all of the customers are located in Hong Kong, the PRC or the 60%) BIEWAEBERAREFS M
United States (the “US"). FERFPURES  PESE
(X&) -
The Group measures loss allowances for trade receivables at an REBERBABRBEETHE 2 HTER
amount equal to lifetime ECLs, which is calculated using FEEEE B ERKERER ZE
provisional matrix. As the Group's historical credit loss experience BEE BRAEERTEEEE
does not indicate significantly different loss patterns for different KRITERBERTRAEFP S EERE
customer segments, the loss allowance based on past due status TRz BEEDR - WER BT EH
is not further distinguished between the Group's different R EEREREE —FEHR
customer bases. SETREPER -
The following table provides information about the Group's TRIBHEEHEREENR T _—F
exposure to credit risk and ECLs for trade receivables as at 31 TZRA=T—HFEHEKERER
December 2021: FEERRIEMREEBEZER
Expected loss rate Gross carrying amount Loss allowance
RHERE FEAE BERE
2020 2021 2020 2021 2020
TEOTF gl —ToTF et by — T TF
RMB'000 RMB'000 RMB'000 RMB'000
INH S ARETT PNSawN ARETT
Current (not past due) BNER (K@) 1.54% 0.78% 881 57,126 (13) (448)
Upto3monthspastdue  BHI3EAR 5.22% 7.73% 119 4,960 (6) (383)
3to 6 months past due A= 6EA 77.70% 78.00% 90 66 (70) (51)
6monthsto 1 year pastdue  BHEAZ 146 77.70% 78.00% 19,653 192 (15,270) (150)
Over 1 year past due BHEENE 77.70% 78.00% 497 342 (387) (267)
21,240 62,686 (15,746) (1,299

IRBE BT AR A A
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For the year ended 31 December 2021 &%= —

6.

—F+HA=1+—HIFFE

FINANCIAL RISK MANAGEMENT (Continued) 6. MHERER (K
(b) Creditrisk (Continued) (b) EEAEIKE (1)
Trade receivables (Continued) PEUK BR TR (48)
Expected loss rates are estimated based on actual loss experience FEHBEXDNENBIHFE ZER
over the past few years. These rates are adjusted to reflect EEERE c ZZEHLXRBEEHE
differences between economic conditions during the period over VA B B P SR 3B 1T BB 8 I 2 B
which the historical data has been collected, current conditions ZREMRAEZER - ERIMRRARAE
and the Group's view of economic conditions over the expected ] 6 B WO FB 5T F HR 2 BB AR R 2
lives of the receivables. 2N
Movement in the loss allowance account in respect of trade REEZRUBR 2 B IR ERE
receivables during the year is as follows: N
2021 2020
—E-—& ZETF
RMB’000 RMB'000
AR%T T ARBT T
At 1 January n—HA—H 1,299 410
Impairment losses recognised for the year ~ ZNEE TR 7 B A K18 19,678 936
Derecognised upon disposal of subsidiaries 7 Hi & I B A F112 42 |- 1R (4,993) -
Exchange differences = (238) (47)
At 31 December Rt+t-—A=+—H 15,746 1,299

The slow settlement of trade receivables recognised as at 31
December 2020 resulted in a significant increase in loss allowance
during 2021.

Financial assets at amortised cost

All of the Group's financial assets at amortised cost are considered
to have low credit risk, and the loss allowance recognised during
the year was therefore limited to 12-month expected losses.
Instruments are considered to be low credit risk when they have a
low of default and the issuer has a strong capacity to meet its
contractual cash flow obligations in the near term.

Financial assets at amortised cost include the Group’s deposits
and other receivables.

—ToTE+= A=+ AERY
USRS AT RS SR =T —
FR R AR -

REBERRIEZEREE
RNEBEFTE RS EKR AT R 5
BEEZEERBRHHERARE &
RERTER 2 BREERN 1218 A
TEHIEIE - M AZHXE B
TABBRENREHRNEBITES
NS REET  IZSETENSE
REBREERR

REHERAI R EBMEEBREA
KBS R A MBI
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6.
(b)

(c)

Credit risk (Continued)

Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

FINANCIAL RISK MANAGEMENT (Continued)

Financial assets at amortised cost (Continued)

Movement in the loss allowance account in respect of financial

6. MBAEKEIE (8)

(b)

ERER (%)

A MBRERMEE
HE T —F —_A=F—HIFEE

BBERASIRcEMEE (H)
RAFE - HEHKAT R 2 2R

assets at amortised cost during the year is as follows: BEBBERBERZHNOT :
Other
Deposits receivables Total
BE H fth FE LK e
RMB'000 RMB'000 RMB'000
ARBT T ARBT T ARBTT
At 1 January 2020 RZZE-ZFF—HA—H 47 31 78
Impairment loss recognised REEHERZREEE
for the year 143 3,733 3,876
Exchange differences b H Z5E 8) ) (10)
At 31 December 2020 and =
1 January 2021 +-—A=+t—HEK
—E-_—%—A—H 182 3,762 3,944
(Reversal of impairmentloss)/ ~ ANFFEHERZ
impairment loss recognised CREEERR),
for the year REEE (107) 4,835 4,728
Derecognition upon disposal R H S E A A&
of subsidiaries IR ERERR (12) (1) (13)
Exchange differences ME N ZERE (2) (41) (43)
At 31 December 2021 R ——F
+=—HA=+—H 61 8,555 8,616
Liquidity risk () RENVEEZEME

The Group's policy is to regularly monitor current and expected
liquidity requirements to ensure that it maintains sufficient
reserves of cash to meet its liquidity requirements in the short and

longer term.

AEBZBRRRBENERBAILE
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For the year ended 31 December 2021

BHE T ——

6. FINANCIAL RISK MANAGEMENT (Continued)

Fr—A=1+—HIFE

6. MBAEKEIE ()

(d)

(c) Liquidity risk (Continued) (0 FREBEXER (E)
The maturity analysis based on contractual undiscounted cash BREAEEFTESREBELEL
flows of the Group’s non-derivative of financial liabilities is as RAGVRB S REEH R BA T a0
follows: K
The Group
S |
Less than Between 1 Between 2
lyear and2years and5years Over>5 years Total
—FR —ZmE MELF BBRE @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETR
At 31 December 2021 R-E--F
+ZR=+-H
Trade payables ERERR 848 - - - 848
Accruals and other payables  FERTE A R EMER TR 24,516 - - - 24,516
Lease liabilities fﬁfiét\ 3,099 684 - - 3,783
Bank loans RITEX 1,280 1,097 4,581 5,936 12,894
At 31 December 2020 —E-ZF
+,H;+—H
Trade payables [ERER 2,505 - - - 2,505
Accruals and other payables e B R R EMEAR 25,540 - - - 25,540
Lease liabilities MEaR 4013 2971 248 - 7232
Bankloans RITER 8,159 - - - 8,159
Interest rate risk (d) FIZERG
The Group's exposure to interest rate risk arises from its bank Zl»‘%@ﬁﬁﬁfjﬁ’]ﬂ?ﬂ =R
balances. These balances bear interests at variable rates that vary T8EF ZEEGFIRETERETR
with the then prevailing market condition. ﬁ‘ﬁmz/%@ﬁu%‘aﬁm

At 31 December 2021, if interest rates at that date had been 25
basis points higher/lower with all other variables held constant,
consolidated loss after tax for the year would have been
RMB75,000 lower/higher (2020: RMB70,000 lower/higher), arising
mainly as a result of higher/lower interest income on bank
interest-bearing deposits (2020: bank interest-bearing deposits).

Other than the bank balances as mentioned above, the Group’s
deposits at current accounts, fixed time deposits, other payable
and short-term bank loans bear interest at fixed interest rates and
therefore are subject to fair value interest rate risks.

R_F_—F+_A=1—H8
B HERME BT TR 25 EEE -
FRAERMERRFTE  AIAEE
Btk EGRBRERD, g IMAR

B 75000 L(ZE T4 Gl i
I ARE700007T) © £ BB AR
DEE TER(ZZE_ZFF : ;1 54R
TER) 2 F B WA,
@(o

Br ESRITAET SN REEZEK
BEEFEZ - EHER - HiERMRK
FMIGHRITE R IREE AR S
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

FINANCIAL RISK MANAGEMENT (Continued) 6.

(e) Categories of financial instruments at 31 December:

Financial assets: SRMEE !
Financial assets measured at amortised cost 1Z# R AT 27 SR EE
Financial liabilities: SREas:
Financial liabilities at amortised cost TR AR 2 SR BE

R EMBIRRMEE
BE_F_—F1_A=1—HUIFE

M EREEE (18)
(e M+-BA=+—HZE&MIAH
B

2021 2020
RMB’000 RMB'000
AR®F T ARBTT

69,441 134,228

35,524 36,045

(f) Fair values

The carrying amounts of the Group's financial assets and financial
liabilities as reflected in the consolidated statement of financial
position approximate their respective fair values.

FAIR VALUE MEASUREMENTS 7.

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date. The following disclosures of fair value
measurements use a fair value hierarchy that categorises into three levels
the inputs to valuation techniques used to measure fair value:

Level Tinputs:  quoted prices (unadjusted) in active markets for
identical assets or liabilities that the Group can access
at the measurement date.

Level 2 inputs:  inputs other than quoted prices included within level
1 that are observable for the asset or liability, either
directly or indirectly.

Level 3inputs:  unobservable inputs for the asset or liability.
The Group's policy is to recognise transfers into and transfers out of any

of the three levels as of the date of the event or change in circumstances
that caused the transfer.

() A5E
AEBERGAEMBHIRRAERARRZ
cHMEELCRABEREERES
BAREREE -

[AREHE

RAREETH2EEZENRGAER &£
BFR5TPHEEE/RRIRSEZRAR
R ER - TXAREFEZKE
BERERSERREMAGEEDEZ
SHBFERR=AER I AN BEBRARE

F-E2H: AREARGERERSZ
HEEENE BEREET
52 HE(CRERE) -

F_E28: FEMEREKRENIN
ﬁ;‘%‘iﬁﬁ‘fﬁ%‘kﬁaﬂ%
BRBH 28 -

FZE2H: BERABTAUERSEH
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For the year ended 31 December 2021 #ZE=ZF —

7. FAIRVALUE MEASUREMENTS (Continued)

—F+HA=1+—HIFFE

7. QR{EFEGR)

(a) Disclosure of level in fair value hierarchy: (a) DREEBRBIBEZIEEEE .
Fair value measurements
as at 31 December
using level 3 hierarchy:
R+=-ZA=+—-H2
AREFERAEZE
Description 2021 2020
b —g-—= L EL L
RMB’000 RMB'000
ARMT T ARBT T
Recurring fair value measurement:  EEM QA AEHE :
Investment properties — Commercial PRC & & W% — B 3
(note 20) (Btat20) 56,500 57,800
(b) Reconciliation of assets measured at fair value (b) REF=BRAKEHEZEEH

based on level 3:

iR

Description Investment

i properties

REWE

RMB'000

ARBT T

At 1 January 2021 W_ZE_—F—H—H 57,800

Total gains or losses recognised in profit or loss (#) RIBZMER 2 W B B4R EE (#) (1,300)

At 31 December 2021 R-_E-_—F+-A=+—H 56,500
#  Include gains or losses for assets held atend of (#) BIERMEKRTIHFEE Y

reporting period Wk i 18 (1,300)

At 1 January 2020 R-ZE-_FF—H—H 57,000

Total gains or losses recognised in profit or loss (#)  FAIEZRHER 2 WSk B 18458 (#) 800

At 31 December 2020 R_ZE_TF+-_A=+—H 57,800
#  Include gains or losses for assets held atend of (#) BIERBEEARFISEEZ

reporting period Wz sk 18 800

The total gains or losses recognised in profit or loss including

RiB s TR 2 Wk Sk BT 1R 4

/

REE (R

those for assets held at end of reporting period are presented in HZENRERMEZCEE) &
the face (2020: face) of the consolidated statement of profit or loss RE éﬁﬁﬁﬁi R T\t e ak - AYA

and other comprehensive income.

23(=ZE=Z

TF B2 o
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For the year ended 31 December 2021

A MBRERMEE
BE T _—F _f=+—HIFE

7. FAIRVALUE MEASUREMENTS (Continued) 7. 25%E:=E(8)

(c) Disclosure of valuation process used by the Group () FBRATEEFMFRGEEFURR
and valuation techniques and inputs used in fair —E-—S+-R=+—HzZ2%
value measurements at 31 December 2021: EtEFRERAES ERSHZE

BEH
The directors of the Company are responsible for the fair value ARREEEEVBERMEEE
measurements of assets and liabilities required for financial HMEEBEZARNENE  BREEZE
reporting purposes, including level 3 fair value measurements. NAERE - EFGTFHRIMME
Discussions of valuation processes and results are held by the BREFHEEMAERET R e
Board at least once a year.
For level 3 fair value measurements, the Group will normally RE=ZEBARNEFNEMS ' ~EE
engage external valuation experts with the recognised —REINE AR EEERILFE
professional qualifications and recent experience to perform the B EL R HEEZETT °
valuations.
Level 3 fair value measurements FZBAAREE
Effect on fair value for
Description Valuation technique  Unobservable inputs Range increase of inputs Fair value
s HhERE FIBESY ] SREMHD R EZYE M
2021 2020
= = id C3CTE
RMB'000 RMB1000
ARET T BN ST
asset asset
BE BE
Investment properties — Income capitalisation ~ Yield 4%-6% (2020: 4%-6%) Higher of the yield, lower 56,500 57,800
Commercial PRC approach of fair value
RENE —DEEE WABRIE Lhgag 4%6-6%(ZFZFF : 4%-6%) haEm 2rERY
Market rent Monthly office rental Higher of the market
RMBA42-43.05/5q.m. rent, higher of fair value
(2020: RMB42-43,05/sq.m.)
ikz2ika FAEFARLETAR TR
AREQL— ARBS0T  RREEN

(23226 BEHRARE
QI — ARES05TT)

Monthly car-park space
RMB156-260/unit
(2020: RMBI156-260/unit)
BENFAGEMARE 1562
ARBMOT(ZB=ZF:
BEfARB156TE

ARE2607T)
Financial assets Guideline public Discount for Lack of 158%
atfviodl company method Marketability (‘DLOM”) (2020:15.8%)
BAAEGARMBEE  ERARAAA Rz misnEtE 158%
Wiz eRABE ([HzmEREtE) (CT22F 158

Higher of DLOM, lower - -

of fair value
Bz EnRETEEN -
MERD

IRBE BT AR A A
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For the year ended 31 December 2021

REVENUE
Disaggregation of revenue

Disaggregation of revenue from contracts with customers by major
products or service line for the year is as follows:

HEZF-—FT-A=1+—HUFE

A
WA D&

AEERTIBEMIRBREIKAR
FPaBZWADBRIT

2021 2020
—B-—F —ETHF
RMB’000 RMB'000
AR®T T AREEF T
Revenue from contracts with customers  ABEE EREERFE 15 FEEE R
within the scope of IFRS 15 REEFEHZHWA
Disaggregated by major products or service line 1% = 2 & fp sk RIS 4R 0 18
Sale of merchandises [EhEkEk 37,278 184,799
Commission and related marketing & KB & 8 AR TE UL A
service income 8,680 5,889
Sales of hardware and software and HER M REHA K
installation service 225 R 7 223 285
Other IT support service income HE &R T IERE 3,773 651
Other service income H RIS WA 129 24
50,083 191,648

The Group derives revenue from the transfer of goods and services over
time and at a point in time in the following major products or service
lines and geographical regions:

AREBER TN EBERARBR MR
BEf kX R AR EHERE S o M RG
FTSURA

Commission and Sales of hardware and
related marketing software and OtherIT support
Sales of merchandises service income installation service service income Other service income Total
HEBAR 6]
BmEE RERABEHREUN  BHURZERE BEXERBRA 0 TON &t
For the year ended 31 December 2000 2000 2021 2000 200 2021 2000
BET-A=t-BLEE ZR%E ITCRF = B T50RE I30%F =t =l —ToTE
RMB'000 SSS:{N {0l RMB000 MRGLIGHIIN  RMBOOD RMB1000 RMB'000 (N {01
AR%T R PN ANEETT DA ARS T ANRETT o sorl ARSTT
Primary geographical markets TEHEDS
Hong Kong 3 18,099 146,116 2,347 1944 - - 1323 169 129 24 21,898 148253
PRC except Hong Kong BE (TREES) 15,326 28168 6,333 3945 3 285 2,450 48 - - 24332 32880
The US 8 3,853 10,165 - - - - - - - - 3,853 10,165
Others £ - 350 - - - - - - - - - 30
Revenue from external customers RENIREZBA 3718 184799 8,680 5889 03 25 3713 651 129 % 50083 191648
Timing of revenue recognition BRRAZEE
Goodsand senvices transferiedatapont IR EEL & R RRE
intime 31,218 184799 - = 3 285 - - - = 37,501 185,084
Senices transferred over time RERELRE - - 8680 5889 - - 3m 651 129 U 1258 6,564
Total a5 31,218 184799 8,680 5889 3 285 37173 651 129 24 50,083 191648
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

REMBRRMEE
g Sty ey e = — =L

OTHER INCOME 9. HftlkA
2021 2020
—EB-—-F —E_THF
RMB’000 RMB'000
AR¥T T ARBTFT
Bank interest income TR EWA 244 1179
Government grants* BT B * 168 1,390
Net foreign exchange gain SN U 55 F RE 310 =
Gross rental income from investment properties & & ¥ % > & W A 4258 3,189 3,011
Property management fee and related income ¥ %#%& 12 8 M AER U A 2,076 1,917
Value added tax refund BERRN 84 75

Gain on disposal of property, LEWE - BE &

plant and equipment 2 W 20 -
Gain on de-registration of a subsidiary BUEH — B A Rz e - 11
Gain on early termination of a lease REKRIEEE 2 = - 48
Gain on disposal of a subsidiary & — R B AR« W - 3
Rent concession HedER 17 32
Others Hith 161 316
6,269 7,982

* Government grant of HK$110,000 (equivalent to RMB92,000) was
recognised in respect of COVID-19 related subsidies for the year ended 31
December 2021. It represented government subsidy granted to enterprise,
who had fulfilled certain requirements that the industry of subsidiaries
involved and the use of IT to support its business under COVID-19
situation. During the year 2020, the Group recognised government grants
of approximately HK$768,000 (equivalent to RMB683,000) in respect of
COVID-19 related subsidies, of which HK$754,000 (equivalent to
RMB670,000) relates to Employment Support Scheme provided by the
Hong Kong government.

REBE_T-_—F+-A=+—HLF
B AREBED2019BRFESHRA
HERERBT /BN S E 11000070 (AHE
RARM20007T) © tABBATHE T
E¥Rmah o F2098REESHENEE
T BEECECRENBRARMIEET
¥ RFERAEARBE AT FEERNET
ME - R-_T_TF . KEBEERH
2019 7 AR 7 5 97 FE 8 A BRI 1 Bh 40 75 B
768,000 7T (FHE M A R #683,0007T) -
H A #E#75400m(HE R AR
670,000 7 ) BB RATIR L8 [{REZE |
BB -

IRBE BT AR A A
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EEMBRRMEE
For the year ended 31 December 2021 #HZE_—F_-——F+_-A=+—HIFFZE

10. SEGMENT INFORMATION PEEF

The Group has three (2020: three) reportable segments as follows: AEBz=E(ZZE2FF : = @) 2/
DESAAE
() Online to Offline ("020") - Management, operation and provision of market strategy of online and offline

commerce segment

BT ([o20)) &% H

operations

BEGRTEBZERE - B8 RIRMHE HRR

P
(i) Electronic payment solutions - Provision of electronic payment solutions and related services
segment
BEFXBRTRED# RMHUEF U BIRT T LA R
(iiiy  Others - Provision of IT system development and support services
Ht RHE AR R A5 3 R R R

REE 2 2|0 A RIBH AR E @ MR
B RBEBEN - ARNZEBRET
[ ey e & H SR RE - IR E I 0 BT
B U EREEDMEEIEEHED
WEB2ERMEBAR -

The Group's reportable segments are strategic business units that offer
different products and services. They are managed separately because
each business requires different technology and marketing strategies.
Each of the above operating segments corresponds to related
subsidiaries engaging in the respective segment activities.

RaD e SRR AR A B 7% R MY
4Rl E — - DEMER T ERERER
ARSZHARARRENEZ AN ER

The accounting policies of the operating segments are the same as
those described in note 4 to the consolidated financial statements.
Segment profits or losses do not include corporate income and expenses

and fair value change of the investment properties held and related tax
impact. Segment assets do not include corporate assets and investment
properties held. Segment liabilities do not include corporate liabilities
and deferred tax liability relating to the investment properties.

FhERGEYE  DHEETRED
XEENTFHREDE - DBEAETE
Fh¥aBErABREMEZRLTHE
BE -
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For the year ended 31 December 2021

10. SEGMENT INFORMATION (Continued)

0]

Notes to the Consolidated Financial Statements

IFEMBIRRMEE
e e S| 5 = - TR [ R

10. FHBEE (4B

Information about reportable segments profit or

(i) EBIV2zAH - AERARE

loss, assets and liabilities: ¥
Electronic payment
020 commerce segment  solutions segment Others Total
020 H A ETEXRBALRAD Heth @zt
2021 2020 2021 2020 2021 2020 2021 2020
= =l CToTF Bl TR F e e 2o TF (S B CToTf
RMB'000 G0N RMB'000 QB0 RMB'000 G0N RMB'000 RMB'000
I AT ARETT PSP ARETT PNEavd ARETT PNEEdd ARE T
Year ended 31 December HEt-A=t-HLEE
Revenue from external customers REMPEEZIMA 44,974 188,916 2,436 1950 2,673 782 50,083 191,648
Segment (loss)/profit AH(BR)/EH (72591)  (36983) (123) (475) 3,260 1436 (69,454)  (36022)
Interest revenue FIBIA 35 Zs] - - 6 3 M 4
Interest expense MEXH 587 735 = 7 733 459 1,320 1,201
Depreciation and amortisation WEREH 4,951 4238 13 454 769 474 5733 5,166
Share of result of an associate i3 il NG - - - - 3,251 1090 3,251 109
Income tax expense/ credit) FEHER/ (B%) 47 8 = - (51) (51) @) E))
(Allowance for)/reversal of allowance  FEMBR SN (B4f) /Bt
for trade receivables (19,708) (923) 1 8 31 21 (19,678) (936)
Allowance for deposits and e REMBYHEE
other receivables (4,786) (3585) 3) (1) (14) (199 (4,803) (3795)
Reversal of impairment loss on bR RESEER
other receivables 50 18 - - - - 50 18
Allowance for inventories FERE 14,156 8,356 - = - = 14,156 8,35
Impairment loss on non-currentassets  JEREVE E B ER 1477 1550 = = S = 1,477 1550
Additions to segment non-current assets ) SR E AR E 524 13,384 = 3 1,290 125 1,814 13512
At31December Rt=A=t+-8
Segment assets PEEE 59,317 157,647 3,327 2570 20,778 15,226 83,422 175443
Segment liabilities PHaR (18562) (21,150 (2357) (1703)  (13,888)  (11644)  (34,807) (34497
Investment in an associate’ R—RBERRRE" - - - - 8,274 5024 8,274 5024

The investment in an associate is classified under others segment

as the management considered the business that the associate
engaged was related to the business of that segment.

N2 R R EE D RN E A5 &
BT RAREEERRZHE AR
FZEBEZOBZEBAE -

IRBE BT AR A A
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RS MBRRMEE

For the year ended 31 December 2021 #Z =& —

— = A=+ —AILEE

10. SEGMENT INFORMATION (Continued)

(ii) Reconciliations of reportable segments:

Revenue and profit or loss:

. DEPEE (48)
(i) SRR :
N =F

2021 2020
—E-—F —ZT_THF
RMB’000 RMB'000
AR%T T ARBTTT
Revenue N
Consolidated revenue LA WA 50,083 191,648
Profit or loss B#
Total loss of reportable segments EFRDEBEELE (69,454) (36,022)
Unallocated amounts: ROBLERE
Fair value (loss)/gain on WEMEZARE
investment properties (E518) W= (1,300) 800
Deferred tax relating to fair value loss/ BRAKREMELNAE
(gain) on investment properties Eﬂ%/(”ﬂl &) ZIRETLIE 325 (200)
Unallocated head office and ROBLBRER R
corporate expenses u—_%%ﬁ‘)ﬂ (25,937) (21,528)
Consolidated loss for the year NEZIREBE (96,366) (56,950
Assets and liabilities: EEHAE:
2021 2020
—E-—f TR
RMB’000 RMB'000
AR%T T ARBTIT
Assets BE
Total assets of reportable segments EmRHIEEE 83,422 175,443
Unallocated amounts: RNOBLERE
Investment properties KEWME 56,500 57,800
Unallocated head office and ROMBRER K
corporate assets EEE 23,812 22276
Consolidated total assets ERREE 163,734 255,519
Liabilities afE
Total liabilities of reportable segments ERDHBREAE 34,807 34,497
Unallocated amounts: ROBLERE
Deferred tax liabilities relating to ERREME
investment properties FETIEAE 12,358 12,683
Unallocated head office and AOBCAMRER &
corporate liabilities TEEE 7,788 8,734
Consolidated total liabilities EBEE 54,953 55,914

Smartac International Holdings Limited
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Notes to the Consolidated Financial Statements

RS MBRRMEE

For the year ended 31 December 2021 #HZE_—F_——F+_HA=+—HIFFE

10. SEGMENT INFORMATION (Continued)

(iii)

(iv)

Geographical information:

The Group's revenue from external customers by location of
operations was disclosed in note 8 to the consolidated financial
statements.

The majority of the Group’s non-current assets are located in the
PRC. Accordingly, no geographical analysis is presented.

Revenue from major customers:

10. FEPEF (48)
(iii) SHIEEE :
REBRBIINBERL WA (RE
EEE D) R A IS HREMIFES
W -

AEBZIFRBDEERNIBOMNF
o Et - HHEZEDMIR AT o

(ivv REEEERZHBA:

2021 2020

—B-—F —ETF

RMB’000 RMB'000

AR¥T T AR¥ETTT

Customer A ZEA - 23,053

Customer B =FEB - 20,430
Each of the major customers represents a single external customer BIXBEREAHETSIRAREER

whose sale transaction is generated from 020 commerce
segment of the Group.

11. FINANCE COSTS

O0E B EB 2 BN -

MR

2021 2020
—E-—fF ZETF
RMB’000 RMB'000
ARBT R ARETTT

Interest expenses on lease liabilities (note 21)  FAE B EF B H (AfaF21) 601 742
Interest expenses on bank loans RITERF BT 719 459
1,320 1,201

IRBE BT AR A A
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RS MBRRMEE

For the year ended 31 December 2021

BE-®-—F+-A=+—AL%E

12. INCOME TAX (CREDIT)/EXPENSE

Income tax has been recognised in profit or loss as follows:

N

. FRis#H (E%) &HH

ERERBERAERMT

2021 2020
—E-—fF ZETF
RMB’000 RMB'000
AR¥T T AREFT
Current tax — Provision for the year REATRIE — F AR
Hong Kong Profits Tax BEEF G = 83
PRC EIT PRI EATEH 4 -
4 83
Current tax — Under-provision in prior year NEAFRTE — BAEFERET R
Overseas income tax BN SRR 44 -
Deferred tax (note 36) EIERRIE (I 7% 36)
Provision for the year FREE (377) 149
Income tax (credit)/expense Fris®i (%), & (329) 232

Pursuant to the rules and regulations of the Cayman Islands and the
British Virgin Islands (“BVI"), the Group is not subject to any income tax
in the Cayman Islands and the BVI.

Under the two-tiered Profits Tax regime, the first HK$2 million of profits
of the qualifying group entity established in Hong Kong will be charged
at 8.25%, and profits above that amount will be subject to the tax rate of
16.5%.

No provision of Hong Kong Profits Tax is required since the Group has no
assessable profit for the year ended 31 December 2021.

PRC EIT has been provided at a rate of 25% (2020: 25%).

Pursuant to relevant laws and regulations in the PRC, the effective EIT
rate for a subsidiary which qualified as small and micro enterprises is 2.5%
(for assessable profits below RMB1 million) for the period from 1 January
2021 to 31 December 2022.

No provision for PRC EIT has been made in the consolidated financial
statements since certain subsidiaries of the Group have sufficient tax loss
brought forward to set off against the assessable profit for the year
ended 31 December 2020.

REMERENEBREZES ([RERE
ZHREBDZARUNRRD - REBBAR
MRASHEMNEBREARE ZEMMFE
o

ENSHBMEHT  REBKIZAE
REBER BB E2BE TENKIR
825% 2 B KU - BB % & 82 i 7
A2 16.5% Z TR AN

HERAEBEREZE-_E-_—F+_HA
=+ BALtFEVETMERR G
WERTHERBFIEH

B TSR E 1R 25% (Z T T F -
2596) 2 B 3R o

BREFEAEEEM EER - &I ME
EEGHN—FERBRARR - —F—
A—Bz=_ZT-_—_F+-_A=+—HHH
MR ER S EFSHTE A 2.5% (R
wmIERARB1BET) -

HE-_T-TF+_A=1+—HI#F
B BARAEEETHERARAGREH
TE B 18 ] (B VE IR SH PR SR PR A - R
ENERE WIS R Bl RS R AT
RS o
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Notes to the

For the year ended 31 December 2021

12. INCOME TAX (CREDIT)/EXPENSE (Continued)

12.

One of the Group's subsidiaries operating in Suzhou, the PRC, was
recognised as an advance technology enterprise (= T & MT > %) in
2019 and was entitled to enjoy an income tax concession at preferential
rate of 15% effective from 1 January 2019. In order to enjoy the
preferential rate of 15%, the subsidiary is required to apply for renewal

every three years from first year of approval.

Tax charge on profits assessable elsewhere have been calculated at the

rates of tax prevailing in the jurisdictions in which the Group’s

subsidiaries operate, based on existing legislation, interpretation and

practices in respect thereof.

The reconciliation between the income tax (credit)/expense and the

product of loss before tax multiplied by the PRC EIT rate is as follows:

Consolidated Financial Statements
A MERRMEE
T o Sy i o J

FRiSH#R (IK%) &R (48)
AEBEER—FERFRGRMNECEERZ
WMBARN -—ZE—NFERAASFIX
¥ YE-_ZT—ALF—A—HBiEE
BEZH15%FTSHERRE - BZH15%
BEMRE ZMBAREABERMES
FRFAS=FHFEEFHAEE -

R B B Bt E A 2 [ P EE A B AR 4 A
REETHBARZEREREERER
ZEBHEAD - 2B REM - mEE
FRIRITH R ERA M -

S (%), & F B R T AT B IR IR IA
REIBEMEHB R ZEREFNT

2021 2020

—E=-—-fF —E_THF

RMB’000 RMB'000

AR¥T T AREEF T

Loss before tax FRELRIES 1R (96,695) (56,718)
Tax at the PRC EIT rate of 25% T Bl FTS BE 2 25%

(2020: 25%) ZE-TF 5% FTEZFIE (24,174) (14179)
Tax effect of income that is not taxable BERBIRA 2 B2 (2,456) (1,252)
Tax effect of expenses that are not deductible  NAINFE X H 7 T fG o & 10,279 7,255
Tax effect of temporary differences and tax RERERFEZERMIEBE

losses not recognised Mg & 10,830 6,152
Tax effect of utilisation of tax losses not A RIARERRIEEE 2

previously recognised k%7 (1,666) (300)
Under-provision in prior years BEFERETR 44 —
Tax effect of tax concession MIBEREZMETE (36) (83)
Tax effect of different tax rates of subsidiaries M B A & NRIF R ~ Ff5 & 2 6,850 2,639
Income tax (credit)/expense T8 (%), &R (329) 232

IRBE BT AR A A
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Notes to the Consolidated Financial Statements

RS MBRRMEE

For the year ended 31 December 2021 #Z =& —

13. LOSS FORTHE YEAR

The Group's loss for the year is stated after charging/(crediting) the

following:

Allowance for inventories*
Amortisation on intangible assets*
Auditor’s remuneration®
— Audit services
— Current year
— Under-provision in prior year
— Other services

Bad debts written-off*
Cost of inventories sold
Depreciation on property,

plant and equipment?
Depreciation on right-of-use assets*

Direct operating expenses of investment
properties that generate rental income*

Net exchange (gain)/loss

Impairment loss on property, plant and
equipment®

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

Written-off of inventories*

Written-off of property, plant and equipment*

— = A=+ —AILEE

13. ZBEEEE

£I8

FERE"
B EE#H
AT 2
— ZEURY
—AFE
—BEFERBETR
— E AR

E i 8 SR i
TFEHEMA
WE - BEMREITE

EREEENE"

AEAHESKRAZKEY R
HERELER!

SN (Wak ),/ 1R F R

WE - BB MR ERERE

HEME  BELEREZ
(Wezs) /518
TS

AEBAFEEBEBEEHNRGEA) T3

2021 2020
—E-_—fF —ETF
RMB’000 RMB'000
AR¥T T ARBFIT
14,156 8,356

106 116
1,473 1,520
124 -

290 293
1,887 1813

- 14

27,724 167,277
2,183 1,821
3,492 3,250
5,675 5071

590 657
(310) 524
1,477 1,550
(20) 8

20 19

= 115

* Included in other operating expenses.
¢ Included in administrative expenses.

*

BREEHEMEEER -
BEETHRAX -
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

IFEMBIRRMEE
e e S| 5 = - TR [ R

14. EMPLOYEE BENEFITS EXPENSES 14. BEIENER
2021 2020
2= —E-TF
RMB’000 RMB'000
AR¥T T ARETIT

Staff costs (including directors’ emoluments) B LA (BIEEZME)

— Salaries, bonus and allowance — FH& - B NERL 28,407 32,254
— Retirement benefit scheme contributions ~ — :RRIE R 5Tt 2k 1,366 499
— Severance payment —EAE 312 81
30,085 32,834

The five highest paid individuals in the Group during the year included
four (2020: two) directors whose emoluments are reflected in the
analysis presented in note 15 to the consolidated financial statements.
The emoluments of the remaining one (2020: three) individuals are set
out below:

AEEAFERAATRTMALEEN
H(ZEZTF WB)EZ HbieE
REEAMBRENFZISHIDITAR
o Hp—R(ZTZTF: =F) AL
ZHEmT

2021 2020
—E- & —E-TF
RMB’000 RMB'000
AR¥T T AREFT
Salaries and allowances e MoERL 667 2,920
Retirement benefit scheme contributions RO A FT IR 9 32
676 2,952
The emoluments fell within the following band: HMESERmT :
Number of individuals
AE
2021 2020
B —F —ETFF
Nil to HK$1,000,000 (equivalent to Nil to VM T 2= A5 %4 1,000,000 7T
RMB829,000 (2020: Nil to HK$ 1,000,000 (RBERAREZ TR
(equivalent to Nil to RMB889,000)) AR ¥ 829,0007T
ZETF  BRTLESE
1,000,000 7T (FHERARKEZLE
AR 889,0007T)) 1 1
HK$1,000,001 to HK$1,500,000 (equivalentto 5% 1,000,001 7T 2 75 ¥ 1,500,000 7T
RMB829,001 to RMB1,244 ,000 (FEER AR 829,001 TTE
(2020: HK$1,000,001 to HK$ 1,500,000 AR 1,244,000 7T
(equivalent to RMB889,001 to ZEZTF : #%1,000001 TE
RMB1,333,000)) 75 #51,500,000 7C (ABE R A REE
889,001 JLZE A R H1,333,0007T)) - 2

During the year, no amount was paid or payable by the Group to the
directors or any of the five highest paid individuals set out below as an
inducement to join or upon joining the Group or as compensation for
loss of office.

RAFE  AREYENHENTX
PBEEREMAERSFMALZR
B ERRSIMEMBIRMBAEE
2 22R - SIERBERE ZHME
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RS MBRRMEE

For the year ended 31 December 2021 B E=F=——#1+=-HA=+—HIFE

15. BENEFITS AND INTERESTS OF DIRECTORS

15. EREN RN

(a)

Directors’ emoluments

The remuneration of each director is set out below:

(a) EFEME

BEFZHMERMT

For the year ended 31 December 2021
BE-S--Ft-A=t+-HLFE

Retirement
benefit
Salariesand Discretionary scheme
Fees allowances bonus contributions Total
BHRER
He FHeRER BBTEAL HE Fi3 st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREBTRT AR¥TRn AR¥Tx AR®BTrn AR®Txn
Name of director EEZER
Executive director HITES
Mr. Ho Chi Kin DEESHS
(resigned on 23 April 2021) (R=FB=—F
mA=+=RHET) - 906 - 5 911
Mr. Yang Xin Min BIRLE 166 442 - = 608
Mr. Ke Haiwei R E
(appointed on 1 July 2021) (W= —%F
+tA—HEZMT) 221 332 - 8 561
Mr. Wong Wai Wai FTHRERE
(appointed on 1 July 2021) (RW=Z=——%F
+A—BEZE) 221 332 - 8 561
608 2,012 - 21 2,641
Independent BAYFHTES
non-executive directors
Dr. Cheng Faat Ting Gary BETEL
(resigned on (R=ZT=—%F
31 December 2021) +=-RA=1+—H#F) 265 = = = 265
Mr. Poon Lai Yin Michael EEBLLE 265 = = = 265
Mr. Peng Bobo TRREE
(retired on 30 June 2021) (R=B=—F
SNA=THREE) 99 - - - 99
Mr. Tsui Francis King Chung EYits
(resigned on 29 April 2021) (R=—ZT=—%F
A=+ BEHE) 82 - - - 82
Mr. Tang Yat Ming Edward BERALE
(resigned on 29 April 2021) (R=B=—%F
MAZ+ABEE) 82 - - - 82
Mr. Wang Haoxian L
(appointed on (R=ZE=—%F
30 September 2021) NA=THEZF) 50 - - - 50
843 = = = 843
Total for 2021 RZT=—FE5 1,451 2,012 - 21 3,484

Smartac International Holdings Limited
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Notes to the Consolidated Financial Statements

15. BENEFITS AND INTERESTS OF DIRECTORS
(Continued)

(a)

(b)

Directors’ emoluments (Continued)

RS MBRRMEE

BE _F _ e IS

15. ESENRAER (47)

(a)

EFMz (8)

For the year ended 31 December 2020
BE-Z-TFT-_A=1-ALEE

Retirement
benefit
Salariesand  Discretionary scheme
Fees allowances bonus  contributions Total
RG]
we  HeREE Wi FTEIfH K @5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARE®ETT AR®ETT AR®TT AR%ET
Name of director EZHE
Executive director HITES
Mr. Ho ChiKin WHELE - 2,578 267 16 2,861
Mr. Yang Xin Min BIREAE
(re-designated from (R=—ZT-THF
non- executive director +=-A++tH
on 17 December 2020) BENTEERT) - 1052 89 - 1,141
- 3,630 356 16 4002
Independent BIEBTES
non-executive directors
Dr. Cheng Faat Ting Gary BBTEL 267 - - - 267
Mr. Poon Lai Yin Michael ERELE 267 - - - 267
Mr. Peng Bobo YRREE 212 - - - 212
Mr. Tsui Francis King Chung EYhEsE 267 - = - 267
Mr. Tang Yat Ming Edward ¥Aam|EE 267 - - - 267
1,280 - - - 1,280
Total for 2020 R-ZZB-_ZTF@:t 1,280 3,630 356 16 5,282

Neither the chief executive nor any of the directors waived any

emoluments during the year (2020: Nil).

Directors’ material interests in transactions,
arrangements or contracts

No significant transactions, arrangements and contracts in relation
to the Group's business to which the Company was a party and in
which a director of the Company and the director’s connected
party had a material interest, whether directly or indirectly,

subsisted at the end of the year or at any time during the year.

FAR-EBTRABREAZESHER
WA E (S _FF : &) -

(b)

ERERRR BHNGNZEXE
&

RERRFREMSELEFEE
MAARBFILMAARESERE
BMEATEERIEEERFERER
HEAREEBEBIEARS
RHRAH -
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e MR

For the year ended 31 December 2021 BE=F-—#F+=-A=+—HIFFE

16. DEFINED CONTRIBUTION RETIREMENT PLAN 16. EFRHFUEAETE

134

The Group contributes to defined contribution retirement plans which
are available for eligible employees in the PRC and Hong Kong.

Pursuant to the relevant laws and regulations in the PRC, the Group has
joined defined contribution retirement schemes for the employees
arranged by local government labour and security authorities (the “PRC
Retirement Schemes”). The Group makes contributions to the PRC
Retirement Schemes at the applicable rates based on the amounts
stipulated by the local government organisations. Upon retirement, the
local government labour and security authorities are responsible for the
payment of the retirement benefits to the retired employees.

The Group operates a Mandatory Provident Fund scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes Ordinance
(Chapter 485 of the laws of Hong Kong) for employees employed under
the jurisdiction of Hong Kong Employment Ordinance (Chapter 57 of the
laws of Hong Kong). The MPF Scheme is a defined contribution
retirement plan administered by independent trustees. Under the MPF
Scheme, the employer and the employees are each required to make
contributions to the plan at 5% of the employees’ relevant income,
subject to a cap of monthly relevant income of HK$30,000.

During the years ended 31 December 2020 and 2021, the Group had no
forfeited contributions under the PRC Retirement Scheme and MPF
Scheme and which may be used by the Group to reduce the existing
level of contributions. There were also no forfeited contributions
available at 31 December 2020 and 2021 under the PRC Retirement
Scheme and MPF Scheme which may be used by the Group to reduce
the contribution payable in future years.

The Group's total contributions to these schemes charged to the profit
or loss during the year ended 31 December 2021 amounted to
RMB1,366,000 (2020: RMB499,000) representing contributions paid and
payable by the Group to the schemes at the appropriate rates set by the
local government where the subsidiaries operate.

AEBATERBENSERERRTE
BESCRIRFTEIHK -

BEHEERERNER  AEERES
M ESH Rt G REHFIABE
) TE BR A FOR R AT E1(T o BB R 5
g AEEREWBTEREMRES
RRA P ERRET B R - MBRIRE - E
wHBH T EREFPIBERRKES
TR KAER]

REBIRBEEBS LA F 485 Z(BFIMER
BT EED) BEBERFE ST E(ES
BEEIDETHESREERIBHER
BestEl([BELsTE ) - a2l
EHBUZTABTE 2 EEEFORRE
B REREARESTE EEREE
ZEHBEERBEEBEBRAZ % MEED
ETEMER M mMEBABBEWAZ LR
A7 30,000 7T °

 EZ T EFER-_F—F+=A
—+—HIEFE  AEBEWEIWHE
RAGTEI KRB SFTEIE T HASE
RERBHIOKFEZHR - RZTZF
EN_E-—F+-A=1+—BHER
P BRIRET B M58 18 & 5T & TS Uk AT
RE B DR RAEF R ERHREI IR -

HE—_ZT-—F+-_A=+—HLHF
B AEBERBEFRHRAZETEH
w2 R aR s A AR 1,366,000 T (ZF
—TH AR¥4990007T) @ Bl A& H
BB AR LEME 2 EHBFRE
ZEREBERZEEIE AN R IEZMN
2 HREEE o
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

17. DIVIDENDS

The directors do not recommend the payment of any dividend for the
year ended 31 December 2021 (2020: Nil).

18. LOSS PER SHARE

(a)

(b)

Basic loss per share

The calculation of basic loss per share attributable to owners of
the Company is based on the loss for the year attributable to
owners of the Company of RMB84,600,000 (2020: RMB49,408,000)
and the weighted average number of ordinary shares of
5,635,970,924 (2020: 5,635,970,924) in issue during the year.

Diluted loss per share

No diluted loss per share for the year ended 31 December 2021
and 2020 is presented as the Company had no potential ordinary
shares outstanding.

17.

18.

R EMBIRRMEE
BE_F_—F1_A=1—HUIFE

;2358
EETEEREBEE_TE=-—F+=A8
= t+—HIEFERSEMEE (ZE=F
F )

ShaE5E

(a) EiREREHHE
AR B EE S IREREIE TR
TFZK”?H&%JEEKE?ETEAE
# 84,600,000 (—E —F4F : /\E
#549,408,00070) R F N BITE B
1% 2 hn#gE 39 85,635, 970924Hx(—
T T4 15635970924 (%) 51 HE -

(b) EAHAFER
BE Tf*i&_?_?iJr*
A=t—HLEFE @ARER
BRTEIINZBEE B E&IE
2N EREEER -
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Notes to the Consolidated Financial Statements
A TERRMIEE

For the year ended 31 December 2021 #HZE_—F_-——F+_-A=+—HIFFZE

19. PROPERTY, PLANT AND EQUIPMENT 19. M% - BER=RA
Buildings and Office
leasehold  equipment Motor
improvement  and fixtures vehicles Total
BFR NS
HEBN REERE AE @5t
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT
Cost %N
At 1 January 2020 RZZ-ZT5—-A—H 831 4,784 3486 16,581
Additions NE 2823 1479 1,020 5322
Transfer from construction in progress BiEETEER 320 - - 320
Disposals & - (265) - (265)
Write-off g (130 (2.347) - (2477)
Exchange differences ENESR (142) (63) (38) (243)
At 31 December 2020 and RZEZEF+ZA=+—HRk
1 January 2021 —E-—%—HF—H 11,182 3,588 4,468 19,238
Additions NE 1,312 556 - 1,868
Disposals e - (66) - (66)
Disposal of subsidiaries HENBATF (27) (186) - (213)
Exchange differences EHZER (63) (27) (16) (106)
At31 December 2021 RZFZ—F+ZA=1-H 12,404 3,865 4,452 20,721
Accumulated depreciation BAERAE
and impairment
At 1 January 2020 RZZE-ZT5—-A—H 3313 4151 2,030 9,504
Charge for the year FRTM 968 368 485 1821
Disposals & - (252) - (252)
Write-off HsE (123) (2239 - (2,362)
Impairment loss REEE 1232 318 - 1,550
Exchange differences EHEHE (83) (33) 3 (119
At 31 December 2020 and R-E-ZTF+-_A=+—8BK
1 January 2021 —E--%—F—H 5,317 2,313 2,512 10,142
Charge for the year ERZH 939 663 581 2,183
Disposals e - (54) - (54)
Disposal of subsidiaries HEMBAT (10) (91) - (101)
Impairment loss REBRE 861 200 416 1,477
Exchange differences BN (51) (18) (9) (78)
At 31 December 2021 R-E-_—F+-fF=+—H 7,056 3,013 3,500 13,569
Carrying amount HREE
At 31 December 2021 R—E-_—F+-fA=+—H 5,348 852 952 7,152
At 31 December 2020 N_EZEF+_A=1T—H 5,865 1,275 1,956 9,096
Note: Hiat -
At 31 December 2021, the carrying amount of the Group's property, plant and RZZE=Z—F+-_A=+—H AEBEEH

equipment pledged as security for the Group’s bank loans of RMB10,160,000
(2020: RMB8,000,000) (note 34) amounted to RMB4,187,000 (2020: RMB4,542,000).

{E 7 ZJSEIiEﬂE A/\Eﬁ@m,moooofc(:
T_FF : AR¥EB0000007T) (KMizE34) 21K
HomzWs BEERZBEZEAEAARK
4,187,0007C( ZE=FF : ARME4,542,0007T) ©
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

19. PROPERTY, PLANT AND EQUIPMENT (Continued)

During the year 2021, the Group assessed the recoverable amount of the
CGU under 020 commerce segment due to unsatisfactory performance
and as a result recognised impairment loss of RMB1,477,000 (2020:
RMB1,550,000) in respect of leasehold improvement and office
equipment and fixtures attributable to that CGU.

The recoverable amount of the CGU had been determined on the basis
of its value in use using discounted cash flow method. The key
assumptions for the discounted cash flow method were those regarding
the discount rates, growth rates and budgeted gross margin and
turnover during the period. The Group estimates discount rates that
reflect current market assessments of the time value of money and the
risks specific to the CGU. The growth rate was based on long-term
average economic growth rate of the geographical area in which the
business of the CGU operates. Budgeted gross margin and turnover
were based on past practices and expectations on market development.

The Group prepared cash flow forecasts derived from the most recent
financial budgets approved by the directors for the next five years with
the residual period using the growth rate of 0%. This rate did not exceed
the average long-term growth rate for the relevant markets.

The rate used to discount the forecast cash flows was 7.89% (2020:
8.65%).

19.

A MBRERMEE
HE T —F —_A=F—HIFEE

ME¥ - BEREMA ()
RZZZ—FA - ARERXRE ~&
Efffo0mBo B THeELEEN Y
AEeE - At EMZRSELS
UEEZAERFTUALF AERME LK
ERRBREBEARE 1477000 (=
—ZTF : AR¥E1,5500007T) °

ReELEMMAROSRIRERR®
REEXRAURATRELET - BB
Ren8AzETBRRIDEHA AR
Z-RBEEXNAEENIREXEE
e AEBGEAAIRRRSELSUZ
EXRERFERRZREMSN G
BEIRE B RERTNIRIBR S EL B2
BREmELE 2 RPTFHREERE
AE BEEMNRREXEDENBE
BRI kTSR REHE

AEBERECHRSRETR  HREAK
EXZRARRAFRNBHHENILREX
R0% 2 AP EIRE - ZERETE
BEBETNSOFHRMERE -

TERIR &R EMEAMENIRE A7.89%( =
T T 1 865%) °
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Notes to the Consolidated Financial Statements

RS MBRRMEE

For the year ended 31 December 2021

20.

INVESTMENT PROPERTIES

The Group leases out the investment properties under operating leases
with rentals payable monthly. The leases typically run for an initial period
of one to five years, with unilateral rights to extend the lease beyond
initial period held by lessees only.

The Group is not exposed to foreign currency risk as a result of the lease
arrangements, as all leases are denominated in the respective functional
currencies of group entities. The lease contracts do not contain residual
value guarantee and/or lessee’s option to purchase the property at the
end of lease term.

HEZF-—FT-A=1+—HUFE

20.

REME
AEBRBEEEEHBREDE K
Agfife - BEVNSAE—RA—E
A ERRARBENSEBEES
EEAEF o

ERERZHT  BaRMEREHIUEE
ERZHEBNERERE  RAKEY
BARINERR - HESGHATEEE
BERE/ AEEARERTEREE
YRR -

2021 2020

—E-—F —TE-EF

RMB’000 RMB'000

AR¥T ARBT T

At 1 January w—H—H 57,800 57,000
Fair value (loss)/gain AAE(BE) M= (1,300) 800
At 31 December R+—A=+—H 56,500 57,800

The fair value of the Group's investment properties at 31 December 2021
and 2020 was valued on income capitalisation approach by taking into
account the net rental income of the existing lease and achievable in the
existing market with due allowance for the reversionary income potential
of the lease. The valuation was performed by Graval Consulting Limited
("GCL") for both 2020 and 2021. GCL was independent firm of chartered
surveyor.

There was no change in the valuation approach adopted by the surveyor
for the years ended 31 December 2021 and 2020. The fair value of the
Group's investment properties is within level 3 of the fair value hierarchy.

At 31 December 2021, the investment properties were pledged as
security for the Group's bank loans (note 34).

RZEZ—FRZT_FTF+=H
=+—H AEEEEWMEZARBD
HRABRABEREEE Bt RIREMR
ERTRBEMERGZHESWAF
BHoURHEEUERETRAELEE
ER  —_E_TFR-_FT—F A
HHREECEBERAERAR(EE]#
17 o B BB TR ST o

BE_T_—Fhk_FT_FF+-A
=+ —BIEFEREMAERMN 2 HER

EAREERFE=EHEN -
R-_ZE-_—F+-_A=+—H &EY

XOEMERASBERITERZEMR
(FzE34) °
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Notes to the Consolidated Financial Statements

FEMBIRRMEE
For the year ended 31 December 2021 #HZE_—F_——F+_HA=+—HIFFE

21. RIGHT-OF-USE ASSETS 21. FRAESE
Leasehold Leased
lands properties Total
HELH HEWE st
RMB'000 RMB'000 RMB'000
ARBTT ARBTT AREBTT
At 1 January 2020 NZE—TF—H—H 2,006 2,090 4,096
Additions NE = 8,231 8,231
Depreciation e (56) (3,194) (3,250
Gain on early termination of a lease RPEERE 2GS (726) (726)
Exchange differences fEH =% (215) (215)
At 31 December 2020 and RZEZEF+-A=+—H
1 January 2021 ;T —F—H—H 1,950 6,186 8,136
Additions = - 1,592 1,592
Depreciation e (56) (3,436) (3,492)
Disposal of subsidiaries HENE QR - (932) (932)
Exchange differences MEH =R - (80) (80)
At 31 December 2021 N-E-—F+=-_A=+—H 1,894 3,330 5,224
2021 2020
—EB-—F —E-EF
RMB’000 RMB'000
ARMT T ARBTIT
Depreciation on right-of-use assets TREEERE 3,492 3,250
Interest expense on lease liabilities HEBENE X GEAMBKA)
(included in finance costs) (note 11) (Krat11) 601 742
Expenses relating to short-term lease FHECEEEST N
(included in selling expenses and GTASHERSZ RITHAR)
administrative expenses) 1,179 1,079
COVID-19-Related Rent Concessions received B UEY 2019 7E ik % 5w A2 B8
(note 9) HeER (M) 17 32

IRBE BT AR A A
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021

21. RIGHT-OF-USE ASSETS (Continued) 21.

BE-®-—F+-A=+—AL%E

Details of total cash outflow for leases is set out in note 40(b).

As disclosed in note 3(a), the Group has early adopted the Amendments
to IFRS 16 COVID-19-Related Rent Concessions, and applied the practical
expedient introduced by the Amendments to all eligible rent
concessions received by the Group during the period.

For both years, the Group leases offices and land for its operations. Lease
contracts are entered into for fixed term of one to three years. Lease
terms are negotiated on an individual basis and contain a wide range of
different terms and conditions. In determining the lease term and
assessing the length of the non-cancellable period, the Group applies
the definition of a contract and determines the period for which the
contract is enforceable.

In addition, the Group owns an office building located in the PRC. The
Group is the registered owner of this property interest, including the
underlying leasehold lands. Lump sum payments were made upfront to
acquire the land interest. The leasehold land components of this owned
property is presented separately only if the payments made can be
allocated reliably.

At 31 December 2021, the carrying amount of the Group’s right-of-use
assets related to leasehold lands of RMB1,894,000 (2020: RMB1,950,000)
were pledged as security for the Group's bank loans (note 34).

ERERZE ()

HERSREBLEFBENRME400)

PN 3(a) T EE - AEEC IR FRA
BIFR B 5 3R S R 1657 2B R] 201978
AASHERESRS  U&ZFER
SIAZATTHRENZEARASERH
ABEZFAIEREREERR °

KRWEFE  AEBSOREEEHEEHR
NRERTH - I ZEEANRE—
E-F - HEKRFTIRER ELETE
7 WEE SRR RS - 7R
BErHHEFETTRENEZRE
B AREERAHNERLEES LA
SR BT TR M

BEAN - AEEHEA —EURFBEORA
EAE  ARE R EE D (BEEH
MELTH) 2EMAEEA - EFH—RMKE
MRABG LD - LBEBWEZE
S MR E D EAERE A EDRAEL
ZNHREERZS -

RZEBE-_—F+_-_A=+—H ££H
EHAMEE T REE A AR 1,894,000
T(ZEZZF + AR®1,9500007T) 2
FRAEEECEMERAEERITER
ARG (M5E34) ©
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For the year ended 31 December 2021

Notes to the Consolidated Financial Statements

RS MBRRMEE

HE-F-—F+-A=+—AILFE

INTANGIBLE ASSETS 22. BWERE
Software
development Customer Computer
costs  relationship Software Trademark Total
BORBAE EFEHE% ERBRM [l @5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETRT ARE®TT ARETT AREBTR
(note (a)) (note (b)) (note (c) (note (d))
(Hfat @) (&t (b)) (H5t (©) (Mt (@)

Cost A

At 1 January 2020 RZZE-TF—A—H 55,752 40,076 373 460 96,661

Additions NE - - 90 - 90

At 31 December 2020, 1 January 2021 R -ZE-ZF

and 31 December 2021 +-A=+—~H
—E—F-A-HRk
—E-—F
+ZA=+—H 55,752 40,076 463 460 96,751
Accumulated amortisationand ~ RitEHERREFE
impairment losses

At 1 January 2020 RZZE-TF—HA—H 55,752 40,076 347 27 96,202

Amortisation for the year FREE - - 63 53 116

At 31 December 2020 and R_B_FF

1 January 2021 T-A=+—-8K

—Z-—%—8—H 55,752 40,076 410 80 96,318
Amortisation for the year FREEH - - 53 53 106
At31 December 2021 R-TB-—%F

+-A=+—~H 55,752 40,076 463 133 96,424
Carrying amount BRME{E
At31 December 2021 R-B-_—%

+=RA=+—H - - - 327 327
At 31 December 2020 R-Z_ZF

+ZRA=+—H = - 53 380 433

Notes: Kzt -

(@  Software development costs represent the self-developed software for @) EERRERAEA TR UAHEE
sales and are amortised over the estimated useful life of 5 years. Software . WA SETEEA] HEH AR - &
development costs belong to the CGU of software development under B AN B E At o B NEUVAE R 2 3R
others segment. SEEEMN -

(b)  Customer relationship represents the customer base and other business b) TEMBEFEERPEMREEO0EKLE
relationships built up in 020 commerce operations and is amortised over BY 7 EMEREERE  WR6EFEEA]
the estimated useful life of 6 years. Customer relationship belongs to the FEHIREESY - XERIREB 020154
CGU of 020 commerce operations. BIHGELEN -

(@} Computer software represents software acquired from third party and is (©) BISEHIERE = A A ZEE - TR
amortised over the useful life of 5 years. 5E A FBEHARE Y o

(d)  Trademark represents trademark acquired from a third party and is d) HEEEF=FIEZEE  IROE

amortised over the useful life of 9 years.

A B 8 o

IRBE BT AR A A
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021

23. OTHER ASSETS

BE-—FE-——Ff{—H=+—HILFEF

23.

The Group held certain masterpiece’s teapots of RMB3,290,000 as at 31
December 2021. The management considered that the fair values of
these teapots cannot be reliably measured and identified in the market
due to their unique appearance. Accordingly, the assets are stated at

cost less impairment.

24. INVESTMENTS IN SUBSIDIARIES

Particulars of the subsidiaries as at 31 December 2021 are as follows:

Name of subsidiary

WBAREE

Virtual City Limited
Smartac Group Limited
BHEREEEERAT

Smartac International Limited
AR B ER AR

Smartac Asia Limited

BB TNERAR

Smartac Intelligent Systems
Macau Limited

BEEE A5 P BRAF

Korea Accelerator Incorporated

Smartac China Limited

BHERETEERAR

BBRAEESRER EMN ERAR

(PCS Carnegie Technology
(Suzhou) Ltd.)*

Place of incorporation/
establishment and operation/
kind of legal entity
AL
sk Y 5.0
EERRER

BVI/Company Limited by shares
EBEIHE/ROBERAR

HK/Limited liability company
BE/BREEAA

HK/Limited liability company
BE/BRELERA

HK/ Limited liability company
BE/BREEAT

Macau/Company limited
by shares
R/ RHBERDA

Korea/Limited liability company
BE/BREERR

HK/Limited liability company
BE/BRELEAH

The PRC/Foreign investment
enterprise

hE/ERERE

24,

Issued capital/
registered capital

SR
BA/ERER

US$11,000
Z4£11,0007C

HK$ 14,450,001
B 14,450,001 70

HKS 1
BB

HK$1,000
B 1,000 7T

MOP100,000
SR 100,000 7T

KRW500,000,000
500,000,000 &l

HK$15,612,500
7B ¥ 15,612,500 7T

US$3,310,000
E£33100007C

Hih&g =
R-ZEBE-_—F+-_A=+—H8 £x5H
#H AR 3290000 0HE T AR LEE
ERERBAEBEOINE  ZERE
ZARBERERNRAERRTIEPH
B o Bt - ZEEEEK AR EET]
E\-Eo

HRtBaRzZzgE
RZE-Z—F+_A=+—HZHBA
RAIFEBWT

Percentage of
ownership interest Principal activities
BEREZZLE W EEEHR
Direct Indirect
B f
55.45% - Investment holding
REER
- 100%  Investment holding
REER
- 100%  Investment holding
REER
- 100%  Inactive
BTER
- 100%  Inactive
AR
- 100%  Inactive
BNER
- 100%  Investment holding
REER
- 100%  Investment holding

REER
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24. INVESTMENTS IN SUBSIDIARIES (Continued)

Name of subsidiary

HEAREE

HEMEMEERREROERAR
(Smartac Solutions (Suzhou) Ltd)*

FNEEE B ARRA
(ShopperConnect (Suzhou) Limited)*

Tosun Limited

BEERDAE

Cosmartec Limited

RTERERMBRAF

LEMmARKEHRARLDA
(Shanghai Jianerxiu Network
Technology Co, Limited)*

EERRAEBEHEBRAF

(Shanghai Shijiexian Network
Technology Co, Limited)*

Haihai Limited
B ERAT

Notes to the Consolidated Financial Statements

RS MBRRMEE

For the year ended 31 December 2021

Place of incorporation/
establishment and operation/
kind of legal entity
&L
R R A
EERRER

The PRC/Company
limited by shares
HRE/ RN BRAR

The PRC/Limited
liability company
HE/ BREEAR

BVI/Company limited by shares
EBRIHE,/ ROBRAF

HK/Limited liability company
BB/ BEREEDA

The PRC/Foreign
investment
enterprise

PR HERERHE

The PRC/Foreign investment
enterprise

hEMERADE

HK/Limited liability company
BB/ BERELEDA

BE _F _ e IS

24. RBABRZIRE ()

Issued capital/
registered capital

(535}
B/ ERER

RMB34,800,000

AR ¥ 34,800,000 7T

RMB2,000,000
AR 2,000,000 7T

USs 1
ES AV

HK$30,000,000
75 % 30,000,000 7T

RMB20,000,000
AR 20,000,000 7T

RMB 10,000,000
AR 10,000,000 70

HK$21,400,000
B 21,400,000 7T

Percentage of
ownership interest
BEEREZ 2L

Direct Indirect
Hi &
- 97.27%

- 85%
100% -
- 100%

- 100%

- 100%

- 100%

Principal activities

TEEH

Software development
and IT support services

BB REARE
XIS

Software development
and [T support services

B AERERME
SRR

Investment holding

REZK

Investment holding and
provision of electronic
payment related
services

REZRRRHET
XA EERS

Management, operation
and provision of market
strategy of online shops
and e-commerce
platforms

BIERRETEY
TanER 28R
RS R

Trading of goods
HEEm

Provision of electronic
payment solutions
and services

RESFIRBALR
KR

IRBE BT AR A A
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Name of subsidiary

HEAREE

Select Sky Limited
B NG|

BFHER () R AR

(Solomedia (Yixing) Limited)*

Great Sino Technology Development
Limited ('GSTD")

ERMREREBAR(EH])

BFEERR(LE)BRAF
(Solomedia Digital (Shanghai) Limited)*

HESTESERERAF
(Yixing Solomedia Advertising
Media Limited)*

Fame Top Corporation Limited

ZRIBRAT

Fame Top US Inc.

Winning Grace Limited
ERBRAF

Smartac Holdings Limited

Hihi Beauty Limited

Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021

24. INVESTMENTS IN SUBSIDIARIES (Continued)

Place of incorporation/

establishment and operation/

kind of legal entity
&L
R R A
EERRER

HK/Limited liability company
BE/BRELERA

The PRC/Foreign investment
enterprise

PR HERERHE

HK/Limited liability company
BE/BRELEAA

The PRC/Foreign investment
enterprise

PR HERERHE

The PRC/Limited liability
company

HE/ BREEAR
HK/Limited liability company
BE/BREELT

The US/Corporation

*B/ 17

HK/Limited liability company
BE/BREELT

HK/Limited liability company
BE/BREEAA

HK/ Limited liability company
BE/BREEAHA

BE-®-—F+-A=+—AL%E

24. RBATZRE ()

Issued capital/
registered capital

(535}
BA/ERER

HK$50,000,000
75 % 50,000,000 7T

HK$50,000,000
758 50,000,000 7T

HK$240,000,000
VB 240,000,000 70

HK$240,000,000
& 240,000,000 7T

RMB1,000,000
AR 10000007

HK$10,000
7S5 10,0007C

US$1,000,000
%% 1,000,000 7T

HK$10,000
75110,000 7T

HKS1
BT

HKS1
BT

Percentage of
ownership interest

ey frpdsdl]
Direct Indirect

EE %

= 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

= 100%

= 100%

= 100%

Principal activities

TEEH

Investment holding

REER

Trading of goods

HEER

Investment holding

REZR

Trading of goods
HEER

Inactive

ERER

Investment holding and
trading of goods
REABRREEER

Trading of goods

HERM

Trading of goods
HEEM

Trading of goods and
provision of
beauty services
HEEmMEHER
R

Trading of goods

HERm

Smartac International Holdings Limited
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24.

For the year ended 31 December 2021

INVESTMENTS IN SUBSIDIARIES (Continued)

Place of incorporation/

Notes to the Consolidated Financial Statements

RS MBRRMEE

BE_F_—F+_A=+—HIFE

24, HAMTE,\_JZFﬁ (n‘ﬁ)

establishment and operation/ Issued capital/ Percentage of
Name of subsidiary kind of legal entity registered capital ownership interest Principal activities
&L
R R A BET
WEARERE EERRER BRE/EMER  HEEERCLA 0 FEER
Direct Indirect
Hi f
LCE Group Limited BVI/Limited liability company US$10,000 51% - Investment holding
EERERHE/BRELAR ££100007T REER
LCE HK Limited HK/ Limited liability company HK$10,000 - 100%  Investment holding
BB/ BEREEDLA 71 10,0007T REZER
EEWAERRITERA The PRC/Foreign investment RMB5,000,000 - 100%  Trading of goods and
(Shanghai Shouhong \nformat\on enterprise AR 50000007C provision of
Technology Limited)* REINEIRERE marketing strategy
HEEmIRHEH
g
FEREEERNBRAR The PRC/Limited RMB5,000,000 - 100%  Trading of goods and
(Lucky Creation Enterprise liability company AR 5000,0007T provision of marketing
(Shanghai) Limited)* HE/BRETAR strategy, management
of operation of online
shop on e-commerce
platforms
HEERRREHE T
[ElLas ‘%‘Mﬁéﬁ
EHRE R EEEY
REEERM (L8 ERAR The PRC/Limited RMB1,467,259 - 100%  Provision of marketing
(Jianyi \nformat\on Technology liability company AR#1467259 7T strategy, management
(Shanghai) Limited)* RE/BRETAR of operation of online
shop on e-commerce
platforms
REEFEBFARE
[EREHRBREE
BR
Upfront Success Holding Limited (note (b)) BVI/Company Limited by shares Usst = - Investment holding
Upfront Success Holding Limited (ffi£ (b)) ~ EBEXES /RIDEHR AR A BEER
Value Top Group Limited (note (b)) BVI/Company Limited by shares US$50,000 - - Investment holding
Value Top Group Limited (4737 (b)) KBRZEE,/RHERATF £ 5000070 BEER
RRE TR AR A A

2021 FEH
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Name of subsidiary

HEAREE

World Gold Technology Limited (note (b))
World Gold Technology Limited (f#77% (b))

BR(LE)EEESHERATF
(Prospect Delight (Shanghai) Limited)*

(note (b))

B (LB EREZERAE (HEb)

Prospect Delight (HK) Inc. Limited (note (b))
RE(BB)BRAR(MiEw®)

AABRAESHAGH
(Japan Nishiki Trading Co,, Ltd.)* (note (b))
AAREESHALUL (WD)

Forever Triumph Holdings Limited

martronic Limited (note (c))

S
BERAINERRR (M ()

A-List Holdings Limited
Eminent Noble Holdings Limited
Denny International Limited

BREREKEARRA

Excel Classic Holdings Limited

Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2021

24. INVESTMENTS IN SUBSIDIARIES (Continued)

Place of incorporation/
establishment and operation/
kind of legal entity
&L

R R A
EERRER

HK/Limited liability company
BE/BRELERA

The PRC/Limited
liability company
RE/ BREEAR

HK/Limited liability company
BE/BREEAA

Japan/Company limited
by shares
BA/BRHBERDA

BVI/Company limited by shares
HBRIEE/ROBRAF

HK/Limited liability company
BE/BRELERA

BVI/Company limited by shares
EBELES/RABBRAT
BVI/Company limited by shares

RBRAHE/RHBBERF

HK/Limited liability company
BE/ BREELT

BVI/Company limited by shares
HBRIHE/ROBRARF

BE-®-—F+-A=+—AL%E

24. RBATZRE ()

Issued capital/
registered capital

(535}
BA/ERER

HKS1
BEIT

RMB20,000,000
AR 20,000,000 7T

HK$1,000,000
551,000,000 7T

JPY1,000,000
1,000,000 B

USs 1
EScAb

HK$100,000
A #5100,000 70

HK$10,000
7E#510,000 7T

USs 1
e AW

Percentage of
ownership interest
BEEREZ 2L

Direct Indirect

Hi &

100% -

100% -

100% -

B 51%

100% B

Principal activities

TEEH

Investment holding

REER

Trading of goods

HEER

Investment holding and
trading of goods
REZRMHEE R

Not yet commenced
business

Investment holding

RAER

Trading of goods

HEER

Not yet commenced
business

EERGIEES

Investment holding

REEZR

Trading of goods

HEEm

Not yet commenced
business

Smartac International Holdings Limited
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Name of subsidiary

HEAREE

Smartac Hong Kong Limited

Smartac Secretaries Limited

HBhRERRAF

Treasure Beam Holdings Limited

Novel Edge Holdings Limited

Radiant Wave International Limited

Sky Oasis Holdings Limited

BINTRMEREDHEBRAF

(Zhangzhou Keruilin Biotechnology Co,, Ltd.)*

Being English translated names.

Notes to the Consolidated Financial Statements
A MERRMEE
BE _F _ e IS

For the year ended 31 December 2021

24. INVESTMENTS IN SUBSIDIARIES (Continued)

Place of incorporation/
establishment and operation/
kind of legal entity
&L
R R A
EERRER

HK/Limited liability company
BE/BRELEAA

HK/Limited liability company
B8/ BEREEDA

BVI/Company limited by shares
RBRIHE/ ROBRAF

BVI/Company limited by shares
EEEIHE/ROBERAF

BVI/Company limited by shares
RBRAHE/BHERRT

BVI/Company limited by shares
EEERHE/ROBERAF

The PRC/Limited
liability company
B/ BREEAT

24. RBABRZIRE ()

Issued capital/
registered capital

(535}
B/ ERER

HK$10,000
B 10,0007C

HK$10,000
A H10000 7T

USs1
Ec AW

Uss1
EXAP

1S$50,000
%4 500007C

RMB5,000,000
AR 5,000,0007C

Percentage of
ownership interest
BEEREZ 2L

Direct Indirect

Hi &

100% -

100% -

100% -

100% -

100% -

100% -

- 60%

HX BT -

Principal activities

TEEH

Provision of Group
administrative services

REEETHRS

Not yet commenced
business

HARRER

Not yet commenced
business

HARFRED

Inactive

ETER

Inactive

ENER

Inactive

BTER

Trading of health products
BEERFER

IRBE BT AR A A
2021 FEH
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Notes to the Consolidated Financial Statements

FEMBHRRMEE
For the year ended 31 December 2021 BE=F-—#F+=-A=+—HIFFE

24. INVESTMENTS IN SUBSIDIARIES (Continued) 24. RIBATZ_E (B)

Notes: Kzt -

(@)  The following table shows information on the subsidiaries that have non- @ TREFNEEUAEEMSBEAIFLE
controlling interests material to the Group. The financial information BRIERFMERRER - MBEERRE
represents amounts before inter-company eliminations. EEARTEEHEAI 2 25 °

Virtual City Limited LCE Group
Date of incorporation 28 August 2013 27 March 2017
Az BHA —E—=Ff)\A=Z+N\B ZTE—tF=A=++tH
Place of incorporation BVI BVI
FEAAR 37t B EEERES RBEETHE
Principal place of business The PRC The PRC
T EE M H H
9% of ownership interests/voting rights held by non-controlling interests 44.55% 49%

FERERSEREEES RS

2021 2020 2021 2020
—B-—fF 3 —E--F - 3
RMB'000 RMB'000 RMB’000 RMB'000
AR®T T AREFT AR®T R AREFTL
At 31 December: W+=RA=+-H:
Non-current assets ERBEE 64,373 64,604 143 119
Current assets REEE 5,953 11,169 8,898 10,343
Current liabilities mEaRE (10,862) (16,099) (14,326) (11,692)
Non-current liabilities ERBHEE (22,250) (13,118) - -
Net assets/(liabilities) FEE/(af) 37,214 46,556 (5,285) (1,230
Accumulated non-controlling interests ZE R R ER 16,579 20,741 (2,590) (603)
Year ended 31 December: BEt-A=+-BLEE:
(Loss)/profit and total comprehensive income  (E518), /R FIE 2 EIN 45 (9,339) 1,063 (4,054) (10523)
(Loss)/profit allocated to non-controlling interests 2 it & FFE AR E % 2 (E518) /8 H (4,161) 525 (1,986) (5,156)
Net cash (used in)/generated from RUEE (ER)/EE2ERE
operating activities (107) 1,140 (2,517) (5,860)
Net cash (used in)/generated from REEY(FR)/EL2FRE
investing activities (1,283) (119 (344) 5
Net cash generated from/(used in) REEHEL/ (R 2FEE
financing activities 2,013 (1,000 7 -
Exchange reserves 0 5B (43) 10 (68) 212)
Net increase/(decrease) in cash and Be LR SEMEN/ (RD)FE
cash equivalents 580 31 (2,922) (6,067)
(b)  During the year, the Group disposed of its entire 100% equity interest, ) FR - AEEDEHRM Upfront Success
Upfront Success Holding Limited. Holding Limited 2 2 #B 100% i # °
(©  During the year the Group disposed of its entire 51% equity interest of © FA AEELEERSHANERA
Smartronic Limited. Bl ZZEB51% AHE o
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25.

Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

INVESTMENT IN AN ASSOCIATE

RS MBRRMEE

BE_F_ & L b= IS

25. R—HABE2E)RE

2021 2020
—E-—F —ZE_TF
RMB’000 RMB'000
AR¥T T ARETTT
Unlisted investment: JELHIRE :
Share of net assets ERFEE 8,274 5,024
Goodwill PEES 7,224 7,224
15,498 12,248
Less: Accumulated impairment loss W REREBE (7,224) (7,224)
8,274 5,024
Note: Btat -
Details of the Group’s associate at 31 December 2021 are as follows: REBR-_T-_—F+A=+—HBzH=
NRIFFEWT
Place of Percentage of
establishment Registered ownership
Name and operation capital interest  Principal activities
PRt B wmERE
=t SR & EHEEILE FEEK
LEEEESRMARAR The PRC RMB6,060,606 27.4%  Provision of information
R EE BRI BRAR 2l AR 6,060,606 7T inquiries and sharing services

The following table shows information on the associate that is material to the
Group. This associate is accounted for in the consolidated financial statements
using the equity method. The summarised financial information presented is
based on the associate’s adjusted management financial statements prepared

under IFRS.

REENEARD ZRE

TEREY -RYAEEN S BEANEZEQ
BB - it E ARRAREE AZRA Y
Bk - MM BERMEIER X2
NERBEEM B REENREEHEER

FIEwE -

IRBE BT AR A A
2021 FEH
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Notes to the Consolidated Financial Statements

RS MBRRMEE

For the year ended 31 December 2021 BE=F-—#F+=-A=+—HIFFE

25. INVESTMENT IN AN ASSOCIATE (Continued)

Note: (Continued)

25. R—MBEQTRE (F)
ERNC))

2021 2020
—B-—F —ETF
RMB’000 RMB’'000
ARETT AREFIT
At 31 December: R+=—A=+—-8:

Non-current assets IERBEE 67 155
Current assets REEE 33,962 22,768
Non-current liabilities FEnHBE (206) (206)
Current liabilities mENEE (3,623) (4382)
Net assets FEE 30,200 18335
Group's share of net assets AEBELMFEE 8,274 5024
Goodwill SRS 7,224 7,224
Group's share of carrying amount of interests REEE(LERREDE 15,498 12,248

Year ended 31 December: BE+T-A=+—HLEE:
Revenue WA 84,551 84,523
Profit for the year and total comprehensive income & R% | K 2 U ak 4 58 11,865 3,980

As at 31 December 2021, the bank and cash balances of the Group’s associate in
the PRC denominated in RMB amounted to RMB33,463,000 (2020:
RMB17,476,000). Conversion of RMB into foreign currencies and remittance of
RMB out of the PRC are subject to the foreign exchange control regulations
imposed by the PRC government.

26. FINANCIAL ASSETS AT FVTOCI

Non-current assets ERBEE
Unlisted equity securities I ETARANEE S

R-B-—F+-A=+—8 A&EHEZH
EEENRUAREHEZRITRESET
BARMES346300T(ZEZFF : AR
17,4760007C) ° 14 A R H i A HNE K [E T
ESRHNBIE T R BT E i 2 INEE Bl E °

26. BAREFARMEEIIEZERM
AE

2021 2020
—EB-—F —EToEF

RMB’000 RMB'000
AR¥T T ARBTTT

The unlisted equity securities represented an investment of 1.81% equity
interest in a private company established in the PRC.

FLTRAESER —HEFBEKLZ
FLARBZ 1.81%RIERE -
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Notes to the Consolidated Financial Statements
A MERRMEE

For the year ended 31 December 2021 #HZE_—F_——F+_HA=+—HIFFE

26. FINANCIAL ASSETS AT FVTOCI (Continued) 26. BAREMAHMEKEZER
q2E(R)
The fair value of this investment at 31 December 2021 and 2020 was RER B —FR-Z_FF+=
valued on market comparison approach with reference to market B=+—BzZAREBEIUMmSELEET
comparable ratio of listed companies engaging in similar business of the SRBRUEHELEHREAER 2 LTA
investee. The valuation was performed by Valtech Valuation Advisory RIS L REITHE - —TFF
Limited (“Valtech”) in 2020. Valtech was independent valuation firm. ZIEERAETGERAR (AR
With reference to the methodology used by Valtech in determining the AT o ﬁ*%?%ﬁiﬁfﬁ nNaEl o EEAFR
valuation in 2020 and taking into account of the latest financial REE-_Z-_TFHEMA fo&u‘l‘&
information of the investee, the management considered the fair value ?xﬁ%ﬁ%‘iZF%ﬁ HBER  EEER
of the financial assets at FVTOC! at 31 December 2021 was still ?E’A/LTEJ)\EW&%EH&@Z%MQF
immaterial. There was no change of valuation methodology for both RZEZ—F+HA=+T—HZARE
years. TH?%]VITEK c MMEFE 2 MEFE
i/jﬂi*i
The above financial assets at FVTOC! are denominated in RMB. FiaiEArRBEFAEMEEAKE 2 &M
BENMARMEEE-
27. INVENTORIES 27. 58
2021 2020
—E-—F —T_FF
RMB’000 RMB'000
AR%T T ARBTIT
Finished goods BUAL o 24,181 32,222
Less: Allowance B (20,699) (9.873)
3,482 22,349
Reconciliation of allowance for inventories: FEREHLE
2021 2020
—E-—F —ETF
RMB’000 RMB'000
AR¥T T ARBTT
At 1 January Kn—H—H 9,873 2,681
Write-off i 58 (296) (1,060)
Allowance for the year FARE 14,156 8356
Disposal of subsidiaries HEMBAF (2,852) —
Exchange differences MEHZ5 (182) (104)
At 31 December R+=—A=+—8H 20,699 9,873

IRBE TR BIRAF]
2021 FEH 151



Notes to the Consolidated Financial Statements
MBI RME

For the year ended 31 December 2021 BZ =T =—4#F+=-HA=+1—HIFZF

28. TRADE RECEIVABLES 28. FEUTARTR
2021
—E-—F
RMB’000
ARE TR
Trade receivables (note) FEUBRFR (M 7E) 21,240 62,686
Less: Allowance (note 6(b)) o B (M aEen) (15,746) (1,299)
5,494 61,387
Note: Hitat -
The Group's trading terms with customers are mainly on credit. The credit terms REBREFZEGEFAEEFTRABE -
generally range from cash on delivery to 180 days. The Group seeks to maintain FEEHR—BNFEITHE 180K « AEE
strict control over its outstanding receivables and overdue balances are reviewed TRRFFEBEGREBERES  MaRE
regularly by senior management. BAESTEHEMEBRNRE -
The ageing analysis of the Group's trade receivables, based on the BEEZEEE - NEBEEWERR (SR
invoice date, and net of allowance, is as follows: BE) 2 BRER DATIN T ¢
2021
—E-—F
RMB’000
AR T
Up to 3 months 3MEAA 926 55,904
3to 6 months 3E6(EA 59 5,369
6 months to 1 year 6fEAZEF 1,740 31
Over 1 year TFE 2,769 83
5,494 61,387
The carrying amounts of the Group’s net trade receivables are AREEREWRFFHEERENTNIE
denominated in the following currencies: W= -
2021
—E-—F
RMB’000
ARE TR
HKS ¥ 3,735 45,031
RMB AR 1,727 6,021
Us$ e 32 8,050
EUR BT - 2,285
5,494 61,387
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

29. PREPAYMENTS, DEPOSITS AND OTHER

BE

IFEMBIRRMEE
St e o /5] = = =[5 S5

29. FA{IRR - EE R HAENER

RECEIVABLES
2021 2020
—E-—F —E-THF
RMB’000 RMB'000
AR¥T T ARBTT
Advance payments to suppliers (note(a)) AL EREL 2 AR (Kt @) 3,001 10,673
Deposits (note (b)) & (Kaz®) 2,427 6,472
Prepayments SEENEN 5,340 3,129
Other receivables H fth pE U X
— Settlement obligation receivable (note (c) ~ — JBEE & (TEILEK (K15E () 878 857
— Others — Hfb 3,845 5,043
VAT recoverable (note (d)) AT BB ER (K (@) 1,564 1,712
17,055 27,886
(@  The advance payments to suppliers did not include balance (2020: @ MHEEED Z_ﬁ_m@ KA A B
HK$2,159,000 (equivalent in RMB1,812,000)) paid to a company T FAREESEERERIZES 2 A

controlled by a non-controlling interest of the Group.

Included in amount of HK$2,908,000 (equivalent to RMB2,441,000)
deposit for acquisition of 24.81% equity interest in a private
company, such amount carried interest of 5% per annum as at 31
December 2020. The amount shall be repaid together with the
interest accrued to the Group if no definitive sales and purchase
agreement has been signed on or before 3 March 2021.
Subsequently on 12 March 2021, the Group and the vendor of the
investee agreed to extend the repayment date to six months from
1 March 2021 by way of signing a loan agreement. The amount is
unsecured and bears interest of 5% per annum. During the year of
2021, the amount has been fully settled.

The amount as at 31 December 2021 was received after year end
from an e-commerce partner for settlement of the obligations as
disclosed in note 32(a).

Reversal of impairment loss of RMB50,000 (2020: RMB18,000) on

AEGF(ZZE T F « 82,159,000
TT) (FEE M AREE1,812,0007T) °

RZZE-_ZEF+-_A=+—HitA
U B8 — R FLA R B 24.81% A% 18 2 #%7
5 % 2,908,000 7T (FHE M AR
2,441,0007T) * E% R I8 15 5% 2 F |
KRB MR E-—F=A=H
ﬁZ%IﬁéJETEEW%'a
SHEEERENE—HEETR
%Eeﬁ@m:;:—izﬂ+:

CAREBEEEHRCERRE
ﬁﬂmﬁﬁ RS ER B TR
2T —F=A—HE:~E

ﬂ ° EI/(HV\IE%QS%ZE%UTE-I— o
R-ZTZ—F ZFACDTHE
3=

B °

RANBRE 32(a) FTHEEE - M ——
F+—-A= + EZMEBFEX
BRETRAGEEHEMRBEREMTINK
B o

A] Y R (A AR (B S 1R B B A R

VAT recoverable was recognised for the year ended 31 December 50,0007:E( = 2 ZEF: ARE
2021 due to utilisation of VAT recoverable during the year. 8 000TT) REE—F - —F 1+
=+— EJLEVEEWL\ ThEHRE

W@JFH AT EEER -
RRE TR AR A A

2021 FEH
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Notes to the Consolidated Financial Statements
MBI RME

For the year ended 31 December 2021 BZ =T =—4#F+=-HA=+1—HIFZF

29. PREPAYMENTS, DEPOSITS AND OTHER 29. FAIRR - Fam R H MtERKTR (48)

RECEIVABLES (Continued)

The carrying amounts of the Group’s deposits and other receivables are REBEKZEE REMEKRZ BREENLT

denominated in the following currencies: B EE -

2021
g —F
RMB’000
AR¥T T

HKS Vs 2,322 4,430

RMB ARHEE 4,691 7,538

uss E S 137 404

7,150 12,372
30. CASH AND CASH EQUIVALENTS 30. RERIRSEEY
2021
—E-—F
RMB’000
ARET T
Bank and cash balances (note (b)) RITRIBSET (et wn) 56,797 43,668
Time deposits mature within three months =B AREE 2 EEEFER
(note (a)) (K17t @) - 16,801
56,797 60,469

Notes: Hiat -

(@  The Group placed time deposits with banks with high credit-rating (@) REB B THFERFRAEBREETR
assigned by international credit-rating agencies in Hong Kong, with fixed WEIASEEIRZEBRIT EE
maturities and fixed interest rate which expose the Group to fair value BEEFESHA RZETMEEGE €4 %
interest rate risk. BAEZALBENERR
The interest rate on short-term bank deposit was 0.01% as at 31 December R-EBE-_TE+-_A=1+—BHEHET
2020. TFRZ FIEA001% °
The balances were denominated in HKS. EIFE B EE -

(b)  As at 31 December 2021, bank balance of RMB1,367,000 (2020: by RZE—F+—A=1+—H AR%¥
RMB707,000) was restricted for the purpose of settlement obligations as 1367000 ( — 2 T F: AR ¥
set out in note 32(a). 707,000 7T ) $R 17 45 17 BR 7 F /BB 3£ 32(a)

B8 & -
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30.

31.

Notes to the Consolidated Financial Statements

RS MBRRMEE

For the year ended 31 December 2021 #HZE_—F_——F+_HA=+—HIFFE

CASH AND CASH EQUIVALENTS (Continued)

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

30. RERFEEFEY ()

AEERSFRSEEYM 2 REAEBENLT
SIEHEEHE

2021 2020
—EB-—fF —ETF
RMB’000 RMB'000
AR®T T AREEF T
Uss$ & 8,522 1,964
HKS ok 33,369 43,048
RMB AR 14,871 15419
Others Hi 35 38
56,797 60,469

As at 31 December 2021, the Group's bank and cash balances held by R_E-_—F+_A=+—H Kx&EH

the PRC subsidiaries denominated in RMB amounted to RMB14,496,000
(2020: RMB18,328,000). Conversion of RMB out of the PRC are subject to
the foreign exchange control regulations imposed by the PRC
government.

TRADE PAYABLES
The ageing analysis of the Group's trade payables, based on the date of

PR BARFTHAAREAEZRT
ME&ETF A ARE1449%6000 T (=
—TF ARM183280007T) ° AR
R R NS 30 TE AR BISR SNEE ST R
BT E i 2 INEE IR E °

31. FEfIRRRR
REKERZAREEH  AEEER

receipt of goods or service consumed, is as follows: R BRI AT
2021 2020
— —TTF
RMB’000 RMB'000
ARBTR AREFT
Up to 3 months 3EARN 114 1,768
3to 6 months 326fEH 1 29
6 months to 1 year 6AZE1F 2 =
Over 1 year 1FEAE 721 708
848 2,505

IRBE BT AR A A
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Notes to the Consolidated Financial Statements
FEMERRMEE

For the year ended 31 December 2021 BE=F-—#F+=-A=+—HIFFE

31. TRADE PAYABLES (Continued) 31. FE(IERER (4&)
AEBEMNERRZREERTIIEEE

The carrying amounts of the Group’s trade payables are denominated in
the following currencies:

B :

2021 2020
== —E-TF

RMB’000 RMB'000

ARET T ARBFIT

RMB AR 743 803
HKS ik 87 1,684
uss E& 18 18
848 2,505

32. ACCRUALS AND OTHER PAYABLES

32. [ExtEARHEMMEDR

2021 2020
—EB-—F —ETHF
RMB’000 RMB'000
AR¥T T ARETTT

Other payables HihERR
— Settlement obligation (note (a)) —BEEE(WFEE) 2,246 1,564
— Other tax payables — Efth B THIE 70 192
— Rental deposits from tenants — BHEPUE AL 914 1312
— Others (noted (b)) — Hth (At b)) 2,353 2,492
Capital gain tax payable (note (c)) BRI ERRER (A5 () 6,021 6,180
Loan from non-controlling interest (note (d)) SRR E R (M ) 4,771 4,897
Provision for social security costs HERERRRE 5,136 5,098
Accrued expenses fEFTE A 3,005 3,805
24,516 25,540

(a) The settlement obligations are recognised upon receipt of fund mainly
from the end user customers of WeChat Pay service. The balance
represents the Group’s obligations to remit the same amount to
designated contracted merchants. The settlement is normally done in the
next two business day of the transaction date.

(b) Included an amount of RMB355,000 loan from a related party of a
subsidiary as at 31 December 2020, which was bearing interest of 10% p.a.
and repayable on or before 30 June 2021. During the year of 2021, the
amount has been fully settled.

(0 As at 31 December 2021, the Group had provision of capital gain tax of
RMB6,021,000 (2020: RMB6,180,000) relating to the acquisition of LCE
Group in 2017.

(d) The loan from non-controlling interest is unsecured, interest-free and has
no fixed term of repayment.

(d)

BHEEEDRKIEZR B MES R
T2 8o R P OAR TERR © A TF I
AEEEHRESERIRTANEIZ
Bff - —RWM5  BEARRSZHHE
& 2 A R TERK °

R_ZZE_TF+-A=1+—HBIERAE
—HHBARBH A ZERARE
3550007C ' 3% 10% FH| L5 B RAR =
T_—FXRXA=ZTHKZAMEE - K=
T —F  ZFBCREEE -

R-T_—%+_A=1+—0 AKH
MR T —EF W LCE GroupsHiRE
AIBEREEARK6021,00T (==
—ZTFE . AR¥6,180,0007T) °

SRR R E R AEEN 2B RERE
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

RS MBRRMEE

2T —F{ _A=+—HILFZF

33. CONTRACT LIABILITIES 33. aafm

2021 2020

B —F —TEF

RMB’000 RMB'000

ARET ARBTFT

Billings in advance of performance obligation & #4978 Ut 338

Marketing service &I RR T 3,008 156
Contract liabilities relating to marketing services provided are balances BPTIR ML SH AR TS B E’Jé/] L E TR
due to customers under service contracts. They arise because customers BRBEANENEFPRIBET  HEA

pay deposits for the contracts which exceed the revenue recognised to
date.

Increase in contract liabilities balances during the reporting year was
because the Group signed a new marketing service contract with an

existing customer which cause to an increase in billing in advance.

Movements in contract liabilities:

J?Z%Eﬁ?dﬁ’a\’]i‘iﬁﬂ’ﬂﬁﬁtﬂjié\
FERHIUMA »

BEFEANBEZAFENARANE
BE-ZHRBEEFPEINNEHREE
%) BRFRWGRIEIE N -

&

BH

E2D -

2021 2020
—EB-—F —EToEF
RMB’000 RMB'000
AR®T T ARBTT
Balance at beginning of year FHHET 156 107
Decrease in contract liabilities as a result of SAFUEHEBEZFR
recognising revenue during the year that was R A B
included in contract liabilities at the AHEERD
beginning of the year (153) (107)
Decrease due to disposal of subsidiaries A EH B R RER 2w (352) =
Increase in contract liabilities as a result of billing ETEU IR FG sk TBE 4~
in advance for service AHBEE N 3,357 156
Balance at end of year FERET 3,008 156

There is no billings in advance of performance received that is expected
to be recognised as income after more than one year (2020: Nil).

BT ENES - FRERSBANE
WBWFR(ZF_FF : #) -

RIRE R ARAA

2021 FEH
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Notes to the Consolidated Financial Statements

RS MBRRMEE

For the year ended 31 December 2021 #Z =& —

— = A=+ —AILEE

34. BANKLOANS AND BANKING FACILITIES 34,

The analysis of the Group’s bank loans is as follows:

IRITERKRIRITRIE
AEBRITERINMT -

2021 2020
—B-—F —E_TF
RMB’000 RMB'000
AR%T T ARBTFT
The bank borrowings are repayable as follows:  $R{TEREIZIA T HREE
Within one year —i A 733 8,000
More than one year, but not exceeding HBE—F BT EBAmE
two years 587 -
More than two years, but not exceeding FHEAME - BT EARF
five years 3,300 -
More than five years fBiE AT 5,540 -
10,160 8,000
Less: Amount due for settlement within B 128 A R ERRE S IR
12 months (shown under (RRBAEIITR)
current liabilities) (733) (8,000)
Amount due for settlement after 12 months 12 & 7 7% 2| HA e~ 7018 9,427 -

The carrying amounts of the Group’s bank loans are denominated in
RMB.

The Group's bank loans are arranged at the following interest rates:

Bank loan at fixed rate of RMB10,160,000
(2020: RMB8,000,000)

BET R B ZIRITER
AR 10,160,000 7T
—=— §¢ :

—= —=

AR #8,000,0007T)

AEBRITERZ REABEAARKEE -

REEZ RITEFIR T FEET B

2021 2020
—E-—F —E-TF

5.5% 4.55% to 5.50%

Bank loan of RMB10,160,000 (2020: RMB8,000,000) is arranged at fixed
interest rate and expose the Group to fair value interest rate risk.

As at 31 December 2021, the Group's banking facilities and bank loans
totalling RMB10,160,000 (2020: RMB8,000,000) are secured by:

—  Charge over the Group's building located in the PRC (note 19);
—  Charge over the Group's investment properties (note 20);

—  Charge over the Group's right-of-use assets related to leasehold
lands in the PRC (note 21); and

—  Personal guarantee from a director of the Company’s subsidiaries.

RITERARK1016000T (ZE-F
ek )\Eﬁmooooooﬂhzlm?ru?um
MAREEAT AR EFRER

W-_ZT-——F+-_A=+—H A&H
BITHMERBETERAEXARE
10160000c( Z FE T F: AR K

8,000,000 7T) J5 LA 51|38 B 4548 -
— AEEMNRFBRZEF(HE19)
—  AEEREWE (HizE20) :

— AKERFEHE T ERE
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35. LEASE LIABILITIES 35. AEAR
Present value of
Minimum lease payments  minimum lease payments
RERERR RERENRRE
2021 2020 2021 2020
it Smbell —T TS Emtdmbgy —T T
RMB’000 RMB'000 RMB’000 RMB'000
INGE- Sl ARETT NEESE ARETT
Within one year —&ER 3,099 4,013 2,895 3393
More than one year, but not exceeding BR—F  BETBBME
two years 684 2971 676 2,765
More than two years, but not exceeding BB - EFNBBRSE
five years - 248 - 247
3,783 7232 3,571 6,405
Less: Future finance charges w o BRIBER (212) 827) NAFTEA NATER
Present value of lease obligations HERMRE 3,571 6,405 3,571 6,405
Less: Amount due for settlement within -~ 35 : 1218 B R ZIEIfEN F0E
12 months (shown under (RRBBEYR)
current liabilities) (2,895) (3393)
Amount due for settlement after 12 months 12 8 7 14 2| #AfE (1 5008 676 3012
The weighted average incremental borrowing rates applied to lease JERREE R EZ TS EFRA
liabilities range from 5.03% to 17.06% (2020: range from 8.43% to ENFT503%F1706%( ZFE=_FF : /T
17.06%). F-8.43% Z= 17.06%) ©
The carrying amounts of the Group's lease liabilities are denominated in AEBHEABCREENTIER
the following currencies: B :
2021 2020
—E-—F —E-EF
RMB’000 RMB'000
ARET R ARBT T
RMB ARHE 706 2,589
HKS xes 2,865 3816
3,571 6,405

IRBE BT AR A A
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BE—_T - —Ff_A=1+—HIFE

36. DEFERRED TAX IRIEFRTE
The following are the deferred tax liabilities recognised by the Group. REERRBLEHEAEWT »
Property, plant
and equipment Investment
and other assets properties Total
M- BER
FREUR
Hin &= REWE et
RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARBTT
At 1 January 2020 R-ZZEZTF—H—H (487) (12,483) (12,970)
Credited/(charged) to profitorloss & A/ (F0f) B (AL 12)
(note 12) 51 (200) (149)
At 31 December 2020 and R -FTF
1 January 2021 +=-A=+—HBK
—E-—%—H—H (436) (12,683) (13,119)
Credited to profit or loss (note 12) s+ AI8zs (MfaE12) 52 325 377
At 31 December 2021 RZFEZ—F
+=—A=+—H (384) (12,358) (12,742)
At 31 December 2021, the Group has unused tax losses of R-ZE-—F+-_A=+—8"  A£E

RMB120,685,000 (2020: RMB101,587,000) available for offset against
future profits. No deferred tax asset has been recognised in respect of
the tax losses of RMB120,685,000 (2020: RMB101,587,000) due to the
unpredictability of future profit streams.

The unused tax losses of RMB74,884,000 (2020: RMB80,860,000) will

expire as follows:

BARERZHIEEE AR 120685000

T(ZZE_ZFF : AR¥101,587,0007C)
AR RIS AR RE A o R EESATE

RICEF AR - M ERFHIBEEBAR
#120685000( ZE-FF: ARK
101,587,000 7t ) MERIRIER B E E o

REA 2 FHIBEEEBAREE748840007T(=
T -TF . AR#80860,0007T) F H i
AT :

2021 2020
—E-—F —E-TF
RMB’000 RMB'000
ARET T AREBTT
Year 2021 == - 27174
Year 2022 = 22,545 22,721
Year 2023 —_ZEF—= 8,652 7,862
Year 2024 —E 4 4,409 4,409
Year 2025 —E_RF 15,487 18,694
Year 2026 A= 23,706 —
Year 2041 —T—F 85 -
74,884 80,860

Apart from the tax losses as disclosed above, the remaining tax losses @J:?QWEEZ@:EIE\%EW BT RIEE

may be carried forward indefinitely.

AT R A
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provide returns for shareholders and benefits for other stakeholders.

The Group manages the capital structure and makes adjustments to it in
the light of changes in economic conditions and the risk characteristics
of the underlying assets. In order to maintain or adjust the capital
structure, the Group may adjust the amount of dividends paid to
shareholders, if any, return capital to shareholders, issue new shares, or
sell assets to reduce debt. No changes were made in the objectives,
policies and processes during the years ended 31 December 2020 and
2021.

The Group monitors capital on the basis of the debt-to-adjusted capital
ratio. This ratio is calculated as net debt divided by adjusted capital. Net
debt is calculated as total debts less cash and cash equivalents. Adjusted
capital comprises all components of equity (i.e. share capital, share
premium, accumulated losses and other reserves).

37. SHARE CAPITAL 37. I®%
The Company
PN
Numberof Nominal value
shares of shares
gk =] R4 EE
HKS$'000
BETIT
Authorised: EIE
Ordinary shares of HK$0.05 each FREESE 005 T2 TR
At 1 January 2020, 31 December 2020, RZEZZF—-H—H-
1 January 2021 and 31 December 2021 —EEFFA=+—A8"
s
—E--%+-A=t+—H 8,000,000,000 400,000
Numberof Nominalvalue Nominal value
shares of shares of shares
RB & E R4 EE R4 EE
HK$'000 RMB'000
BB T T ARETT
Issued and fully paid: E?ﬁﬁ&ﬁﬂﬁ :
At 1 January 2020, NZE-TF—H—1H -
31 December 2020, 1 January 2021 —Z —FF
and 31 December 2021 Jr*ﬂiﬂL*El
B F-A—-AK
—E-—F
+=ZA=+—8 5,635,970,924 281,798 252,439
The Group's objectives when managing capital are to safeguard the TEEEAERZBNERTREASE
Group's ability to continue as a going concern, so that it can continue to ERELE 288N RIFEmRRER

B35 & A H g SRR E SRS o

AEBERBEHERE MAAREER R

MEI’] FE)E IR B AR

=

Y HEE L

c RERHAREARR T% RE B
@EJ%%%EH%&%ZH & B
FBCRIREEAR - BITHRMN
BENREER REBEE-_F—
—Ft+t-A=1— Eti&*ﬁ%ﬁ

HEE(A) -

B BUER RRE &

AEBEENEBHREHBER L RER
L RABEEFRRALHEER
B FREAEBR

ZAC R

ReEBYtE - &

B 2 BRAE AR

ATEBERREAMER) o

S
TER

BERE R
HEEABEER
(BAAS ~ Befniaif(® ~ R

RRE

BEIER AR A A
2021 FERK
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HEZF-—FT-A=1+—HUFE

37. SHARE CAPITAL (Continued)

37. B4 (&)

2021 2020
—E-—F —ZE_TF
RMB’000 RMB'000
AR%T T ARBTFT
Debt (a) &1 @) 39,095 42,450
Less: Cash and cash equivalents B BekEeEEY (56,797) (60,469)
Net debt B %5 N/ATEA N/A 7T 38 A
Equity (b) WEZS (b) 90,998 178,114
Net debt-to-adjusted capital ratio B FRBE ARG AR R N/A 33 A N/A 7~ A

(a) Debt is defined as trade payables, accruals and other payables, bank loans
and lease liabilities as detailed in notes 31, 32, 34 and 35 to the
consolidated financial statements.

(b) Equity includes all capital and reserves attributable to the owners of the
Company.

It is the Group's strategy to keep the debt-to-adjusted capital ratio as low
as feasible. Net debt-to-adjusted capital ratio was not applicable for the
year ended 31 December 2021 because the Group had RMB56,797,000
(2020: RMB60,469,000) bank and cash balances arising from the share
placement held near the year ended 31 December 2019 which still can
be sufficient to repay all the debts of the Group.

The only externally imposed capital requirement is that for the Group to
maintain its listing on the Stock Exchange it has to have a public float of
at least 25% of the shares.

The Group checks the substantial share interests showing the non-public
float through the Stock Exchange's website and it demonstrates
continuing compliance with the 25% limit throughout the year. At 31
December 2021, 89.47% (2020: 89.47%) of shares were in public hands.

@) EBEEATAERMNER EIB8AKEMD
ENF - RITEREHEAE  FI1ER
CRE BTSRRI EEST ~ 32~ 34 &35 0

b) WREEALRES ABEREALR
Bt -

AEBMAKEE R EBERTETHE
BALLEGERFERKE - BHE-_FT=—
F+-RA=+—RHLFE BEBFEY
KRABREARLEWTEA  RABKE
EREaEE T - NF+_A=+—
BIEFERBRARMEEELECRITR
RetEF ARBES6797000 L (—Z -
£ ARM604690007T) © A BEE
EASEMEET -

SN B E AR ERRARE AR
2 2 B L 7 0 5 5 2 25% BB 15
mARKE -

AEBBBHIABUMERNBRIEAR
FREZEZRMEZ - HETRRAF
E—EHEEFA2LWREZRTE K=
T —F+-A=+—8  8471% (==&
TEF : 8947%) RO ARFER °
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38. STATEMENT OF FINANCIAL POSITION AND . BATIMRBRRRREGES

RESERVE MOVEMENT OF THE COMPANY

(a) FRATMBRRR

Statement of financial position of the Company (a)

At 31 December

R+=-—HA=+—H

2021 2020
B —ToFF
RMB’000 RMB’000
ARET T AREBFIT

Non-current assets FREBEE
Property, plant and equipment Y - BEREE 4 8
Investments in subsidiaries RHTB A RIRE 30,024 30,820
30,028 30,828

Current assets REEE
Prepayment and other receivables SEENE &ﬁfmﬁﬂﬂlm 818 3,043
Due from subsidiaries JE U BT B A 3,410 60,407
Cash and cash equivalents iﬁﬁ&ﬁ%%{%% 22,655 18,747
26,882 82,197
Current liabilities REBEE

Accruals and other payables FERT B R R B BT R 7,732 8,610
Due to subsidiaries FETHI B A | FRIE 2,354 1,799
10,086 10,409
Net current assets REBEEFHE 16,796 71,788
NET ASSETS FEE 46,824 102,616

Capital and reserves EXRHE
Share capital A% AR 252,439 252,439
Reserves e (205,615) (149,823)
TOTAL EQUITY mER 46,824 102,616

Approved by the Board of Directors on 25 March 2022 and are

signed on its behalf by:

SEeRN T —F=-F-+HHEIE
FPETIHIATREEZE

Ke Haiwei Wong Wai Wai
TN =103 S
Director Director

EZ EFE

IRBE TR BIRAF]
2021 FEH
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38. STATEMENT OF FINANCIAL POSITION AND 38. FARMBRRREABES (B)
RESERVE MOVEMENT OF THE COMPANY
(Continued)
(b) Reserve movement of the Company (b) TATMEBEE
Foreign
Share currency
premium translation Accumulated
account reserve losses Total
R EE R B R ik G| Bzt
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETR
(note 39(b)(i))  (note 39(b)iii))
(£ 390)0)  (HieE 39b) i)
t 1 January 2020 RZE-TF-A-H 1,269,192 (83,703) (1,224,774) (39,285)
Total comprehensive income for the year N8 2 T I &5 4258 - (7875) (102,663) (110,538)
Changes in equity for the year REEERE - (7.875) (102,663) (110538)
At 31 December 2020 and 1 January 2021 H’S: T-% ¢+ A=+—H
—2-—%—-R—H 1,269,192 (91,578) (1,327,437) (149,823)
Total comprehensive income for the year ~ AN [E 2 E W = B85 - (1,907) (53,885) (55,792)
Changes in equity for the year AEERZZE - (1,907) (53,885) (55,792)
At 31 December 2021 R-ZB-_—-F+-A=+—H 1,269,192 (93,485) (1,381,322) (205,615)
39. RESERVES 1E i
(a) The Group (a) EH
The amounts of the Group's reserves and movements therein are AEBE L FECRBMAZHRAE
presented in the Group's consolidated statement of profit or loss B frEBm A 2 KRR IA
and other comprehensive income and consolidated statement of RiREE=EHRET -
changes in equity.
(b) Nature and purpose of reserves (b) FEEEREANH
(i)  Share premium account (i) KRPEER

Share premium represents premium arising from the issue
of shares at a price in excess of their par value. Under the
Companies Law of the Cayman Islands, the funds in the
share premium account of the Company are distributable
to the shareholders of the Company provided that
immediately following the date on which the dividend is
proposed to be distributed, the Company will be in a
position to pay off its debts as they fall due in the ordinary

course of business.

BHBEERNIERIZERE
I8 EE 2 (B8 B 1T I {0 i =
2 HE e *Eﬁﬁﬁiﬁ%”
AE AR R HERZ
Eea#okTARQRR
B HEEEZESRRKRER
% NRRARRENEE
HNBEEBBRREPIHZ
&7 o

Smartac International Holdings Limited
2021 Annual Report



Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

39. RESERVES (Continued)

(b)
(ii)

(iii)

(iv)

(v)

(vi)

Nature and purpose of reserves (Continued)

Statutory reserve

The statutory reserve, which is non-distributable, is
appropriated from the profit after taxation of the Group’s
PRC subsidiaries under the applicable laws and regulations
in the PRC.

Foreign currency translation reserve

The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation of
the financial statements of foreign operations. The reserve is
dealt with in accordance with the accounting policies set
out in note 4(c) to the consolidated financial statements.

Capital reserve

The capital reserve represents the premium arising from
further acquisition of the equity interest up to 100% in GSTD
and Haihai Limited during the year ended 31 December
2015 and 2020 respectively.

Other reserve

Other reserve represents the non-distributable reserves
regarding the disposal of discontinued operations during
the year ended 31 December 2015.

Financial assets at FVTOCI reserve

The financial assets at FVTOCI reserve comprises the
cumulative net change in the fair value of financial assets at
FVTOCI held at the end of the reporting period and is dealt
with in accordance with the accounting policy in note 4(m)
to the consolidated financial statements.

39. f{#ffl (48)

RS MBRRMEE

HE-F-—F+-A=+—AILFE

(b) (HfEEERERN (R)

(ii)

(iii)

(iv)

(v)

(vi)

EEMRE
AERBRTADIK TR
BERBEERZERRERAER
SEPENERRKREE
7)o K o

BE R R

EX R RRBRERINER
B B 75 ¥R 2% P EE SE Y PR B S
[EZR - ARAREAES M
TBRA M R 400 FRE G RTBUR
BRIBEX I ©

BARHE
EARFHEREEE-_E—1F
rF—E_FEF+-_A=4+—
BIEFED R B#E— P UWE
2 R HEEE A PR A R 2 100%
AR EE & 2R (B o

Hitbf# M
HitfFRERE_T—0F
TZA=t—HLEFELE
EREREXBHEBITD
I

BAREBEFARMZE YRS
ZEREERE

BAREFAEMEERR
ZeRMEERBEENRE
HRFHEZEAREFAR
MEEREZEMEEZR
RERFEHFE XRE
7 & B 15 3R R B 5 4(m) P K
SETBOREHE -

IRBE BT AR A A
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40. NOTE TO CASH FLOW STATEMENT 40. MERERME
(a) Reconciliation of liabilities arising from financing (a) RMEIHELZABRYE

activities

The table below details changes in the Group’s liabilities arising TRETASEREZDELEZE
from financing activities, including both cash and non-cash EEHFB(BERe LR E
changes. Liabilities arising from financing activities are those for B mETHEEzEEAR S
which cash flows were, or future cash flows will be, classified in the MEERIARKREREFNEE
Group's consolidated statement of cash flows as cash flows from BHizEHEeRERNI BEARMEE
financing activities. BEFCReERECAG

Additions 31
1 January of new Interest Disposal of Rent  Exchange December
2021 leases Cashflows expenses subsidiary concession difference 2021

—E--F

“g--F HE t=A4
—-R-B FENEE ZHERE MNEXY MEAR HAEREE EXNZEE =t-H
RMB'000  RMB'000  RMB'00  RMB'00  RMB'000  RMB'000  RMB'000  RMB'000

ARBTRE ARBTR ARBTR ARBTR ARBTR ARBTR ARBTR ARMTR

Bankloans (note 34) RATER(H7E34) 8,000 - 1441 719 - - - 10,160
Lease liabilities (note 35) REGE W 33) 6,405 1,592 (3.972) 601 (952) (17) (86) 3,571
Other payables EthEMR 355 - (355) = = = = =
14,760 1,592 (2,886) 1,320 (952) (17) (86) 13,731

Gainon
Additions early 31
1 January of new Interest  termination Rent  Exchange  December
2020 leases  Cashflows  expenses  ofalease  concession  difference 2020
—E-TF
ZECEE RELI TZA

—A-R FENHE RERE MExt BEE BER% ENER -1+-A
RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOO

2020 e 43 ARETT ARETT ARETT ARETT ARETT ARETT ARETT ARETL
Bank loans (note 34) BITER(HF34) 9000 = (1459) 459 = = = 8000
Lease liabilities (note 35) REREHH35) 2005 8231 (3539 742 (774) (32) (228) 6405
Other payables EthEMAR 700 = (345) = = = = 355

11,705 8231 (5383) 1201 (774 32) (229) 14760

165 Smartac International Holdings Limited
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40. NOTE TO CASH FLOW STATEMENT (Continued)

(b)

(c)

Total cash outflow for leases

Amounts included in the cash flow statements for leases comprise

40.

#

RS MBRRMEE

Eyte e e Sl = S Sl [E A

BRERERMEE (8)

(b)

HEZBRERLBE
PEEFARSRERZEHER

the following: ARIERE :

2021 2020
—E-—& —ETF
RMB’000 RMB'000
AR¥T T ARETTT
Within operating cash flows FFALERSRE 1,821
Within financing cash flows SARERESRE 2,797
4,618

These amounts relate to the following: ZECTHENTNIEEAS -
2020
—E-—F —ZE_TF
RMB’000 RMB'000
ARET T ARKETTT
Lease rental paid ENEERS 5,151 4,618

Disposal of subsidiaries

During the year, the Group entered into share transfer agreements
with two different buyers, which are independent from the Group,
to dispose its entire 51% and 100% equity interests in two
subsidiaries respectively at consideration in aggregate of
HK$8,000,000 (equivalent to RMB7,320,000). The subsidiaries were
engaged trading of goods during the year.

(c)

HEMEAR

FN - AEBEMGBLNAER
NTREERFTLRDEE DR o
FIHEENMENBEARNEE
51% X% 100% % #E - BREABE
8,000,000 7T (#8E 74 AR # 7,320,000
L) BB ARRFEAREE M

(==Y
=]

IRBE BT AR A A
2021 FEH
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40. NOTETO CASH FLOW STATEMENT (Continued) 40. IRERERMEE (8
(c) Disposal of subsidiaries (Continued) () HEMEBARE(EE)
Net assets at the date of disposal of subsidiaries in aggregate were HEMNBARE AN FEEAFTT
as follows: ™
RMB'000
ARETT
Property, plant and equipment W - BB MR 112
Deposit for acquisition of intangible assets WHERTEAERS 2,800
Right-of-use assets FRAEEE 932
Inventories FE 3,600
Trade receivables U BR X 2,559
Prepayments, deposits and other receivables TR - 1RE REA UK 3,698
Bank balances RITHET 1171
Accruals and other payables FERTE A & E At FET 3R (1,382)
Contract liabilities GHBE (352)
Lease liabilities HEBE (952)
Current tax liabilities EHHIEAE (78)
Non-controlling interest eI T 5961
Net assets disposed of HEFEE 18,069
Release of foreign exchange reserves P 5, 1% s 8 1B (537)
Loss on disposal of subsidiaries HEMHBAFEE (10,212)
Total consideration BMRE 7,320
Consideration satisfied by LATRF AR 2 RE
Cash He 7,320
Net cash inflow arising on disposal: HEEEZFRSRA
Cash consideration received EYERER(E 7,320
Cash and cash equivalents disposed of HERSRECEEY (117m
6,149

(d)

Major non-cash transaction

During the year, inventories of RMB2,590,000 were reclassified as

other assets.

d) FEFRERS

F£R - AR 259000072 FE W
ENOBEEMEE -

Smartac International Holdings Limited
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41. OPERATING LEASE ARRANGEMENTS

The Group as lessee

The Group regularly entered into short-term leases for offices. As at 31
December 2021, the portfolio of short-term leases is similar to the
portfolio of short-term leases to which the short-term lease expense
disclosed in note 21.

As at 31 December 2021, the outstanding lease commitments relating to
leasing of office under short-term leases is RMB73,000 (2020:
RMB377,000).

The Group as lessor

Operating leases relate to investment properties owned by the Group
with lease terms of one to three years. All operating lease contracts
contain market review clauses in the vent that the lessee exercises its
options to renew. The lessee does not have an option to purchase the
property at the expiry of the lease period.

The unguaranteed residual values do not represent a significant risk for
the Group, as they relate to property which is located in a location with a
constant increase in value over the least four years. The Group did not
identify any indications that this situation will change.

Minimum lease payments receivable on leases are as follows:

41.

IFEMBIRRMEE
e e S| 5 = - TR [ R

AR s HE

TEEEAREA
AEBERRPAZII L EHAE - B
“E-—H+-A=+—H EHHEE
HEBEMENFEEZESERAEST R
EHREHEARE -

R-_EBE-_—&F+_A=+—H B@RE
HHEE T 2MAETHEZ AEEHREX
EAARE7300T(ZE=Z2F : AR
377,000 7T) °

FEEFRLBA

AEEMEEERENFERIKEEH
EMHA—Z2=F MAKEMREAN
BB AR AEERRBT IS RITET
BHRIRR - MEERE - AEALE
BEMEREZE -

AEREEYT IS /SAREEREAR
% DRRNEERRcMELRNERD
MENBESFERMANBE - NEH
b AR 585 h A AT 5 SR BEUR L AR O A &
) o

HEZ&ERKHEENTDT

2021 2020

—E-—F ZE-EF

RMB’000 RMB'000

AR%T T ARBT T

Within the first year F—FN 2,394

In the second year B_F 1,451

In the third year E=4F 663

Total BET 4508
The following table presents the amounts reported in profit or loss:

2020

—TTF

RMB’000 RMB'000

ARET T ARBT T

Lease income on operating leases LEHE 2 AERA 3,189 3,011

IRBE BT AR A A
2021 FEH
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42, CAPITAL COMMITMENT 42, BAKiE
Capital commitment contracted for at the end of the reporting period REREBRE 5T 4B MR E A 2 & A
but not yet incurred are as follows: FEOT
2021
—E_—F
RMB’000
AR® T
Intangible assets ELEE - 1,800
43. OTHER COMMITMENTS 43. Hfthikik
At 31 December 2021, the Group had certain commitments in respect of R-EBE-_—F+-_A=+—H A&EH
the outstanding capital contribution of the following subsidiaries: RUATHBAENATKEESESA
THAE
2021
—E-—F
RMB’000
ARE T
LEEMAEREREER AR EBEmARERHER AR 10,000 10,000
Haihai Limited WEREH R A A 2,780 2,854
Cosmartec Limited IRFEERIM AR AR 10,629 10911
LERAGREREER AR LERAGEEREER AR 5,000 5,000
HR( 8 BERESERAR HR(EE) BEBRESERAR - 7,000
Japan Nishiki Trading Co,, Ltd. HARSE SH®RA 1t - 63
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A MBRERMEE
BE T _—F _f=+—HIFE

RELATED PARTIES TRANSACTIONS 44, RABE3ZH
In addition to those related party transactions and balances disclosed BRiEMBmREME D HEEN @SS
elsewhere in the consolidated financial statements, the Group had RPREGFH  REETTERFANER
entered into the following transactions with its related parties during the BBt RIS A TR S ©
year.
The compensation to the Group's key management personnel, including REBEXZEEBABZHE (BEXZNT
amounts paid to the Company’s directors and certain of the highest paid ARREERE TR NES 2 FKIE)
employees, is disclosed in note 15 to the consolidated financial RERE B TS R M 5T 15 P HKRER -
statements.
The remuneration of directors and other members of key management FRNEEREIZEEREBAEMKE 2H N
during the year was as follows: N
2021 2020
—E-—F —ZE_TF
RMB’000 RMB'000
ARET AREBTFT
Short-term benefits kg ARz 4,876 6,411
CONTINGENT LIABILITIES 45. HABME

The Company acquired 51% equity interests in LCE Group from the
vendor (a BVI company) in 2017. This transaction is regarded as indirect
transfer of the PRC subsidiaries of LCE Group by non-tax residents and
fall within the scope as described in the Public Notice [2015] No. 7
(“Public Notice 7") issued by the State Administration of Taxation (the
"SAT").

The capital gain derived from such indirect transfer will be subject to EIT
and the withholding agent should withhold the EIT amount for
settlement with the PRC tax authorities pursuant to the Public Notice
[2017] No. 37 and Public Notice 7 issued by the SAT. The PRC tax
authorities would demand from the withholding agent for the payment
of EIT and impose penalty of 50% to 3 times of the unpaid EIT. The
penalty may be relieved if the share transfer transaction has been
voluntarily reported to the PRC tax authorities.
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For the year ended 31 December 2021 #ZE=ZF —

45.

46.

CONTINGENT LIABILITIES (Continued)

On 28 December 2017, the Group paid RMB58,358,000 (equivalent to
HK$70,000,000) to the vendor. On 25 June 2018, the Company issued
consideration shares of RMB5,414,000 (equivalent to HK$6,541,000) to
the vendor as part of the consideration. Neither the Group nor the
vendor has reported the share transfer transaction or has settled the EIT
to the PRC tax authorities upon consideration being partially settled
according to the Agreement. The directors, after consulting the Group’s
PRC legal counsel, were of opinion that a provision of RMB5,581,000
calculated based on the cash consideration paid to the vendor as of 31
December 2017 and further provision of RMB566,000 regarding the
shares granted during 2018 were sufficiently made. They considered that
the risk of having a penalty imposed by the PRC tax authorities arising
from non-compliance was reasonably low.

Apart from above, the Group has no other material contingent liabilities
as at 31 December 2020 and 2021.

EVENTS AFTER THE REPORTING PERIOD

On 22 February 2022, Shanghai Shijiexian Network Technology Co.,
Limited entered into an agreement with the non-controlling interest to
acquire the entire 40% equity interest of J& N T RI B I AE T GR
X7 at a consideration of RMB2,000,000 from the non-controlling interest.
SEMHEEMAE R B R A 7] became a wholly-owned subsidiary

thereof.
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