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FINANCIAL SUMMARY

LY piER

RESULTS E 4
Year ended 31 December
BE+-A=+—HLEE
2019 2018 2017 2016
—E-AEF ZE-)N\F ZE2—tF —ZT—RF
RMB’000 RMB’000 RMB’000 RMB’000
ARETRT ARETIT ARBFTT ARETT
Revenue g =& 3,117,648 2,943,724 2,889,658 2,171,867
Cost of sales S5 P AR (2,890,495) (2,680,527) (2,648,995) (2,006,230)
Gross profit EA 227,153 263,197 240,663 165,637
Profit before tax B H5 A1 g ) 44,414 54,658 32,144 44,451
Profit for the year F R A 37,763 43,951 32,079 42,695
Profit (loss) attributable to: AT & G R T
(E18) :
— Owners of the Company S N/NEIEZFE PN 38,998 45,393 32,674 42,729
— Non-controlling interests —IEE R A (1,235) (1,442) (595) (34)
37,763 43,951 32,079 42,695
ASSETS AND LIABILITIES EEREE
As at 31 December
+=BA=+—H
2019 2018 2017 2016
—E-hEFE ZTE-NF —ZZT—tF —ZT—RF
RMB’000 RMB’000 RMB’000 RMB’000
ARETRT ARETT ARBTT ARETT
Total assets BERE 1,625,965 1,190,417 942 502 676,988
Total liabilities BERRE (1,322,972) (1,026,555) (829,559) (610,347)
302,993 163,862 112,943 66,641
Equity (deficit) attributable to: AR &SRS
(E4h)
— Owners of the Company — KRRHER A 300,987 160,305 107,947 66,676
- Non-controlling interests — IR S 2,006 3,557 4,996 (35)
302,993 163,862 112,943 66,641
Notes: et -

() The financial figures for the year ended/as at 31 December 2019 were (a)
extracted from the consolidated financial statements in this annual report.

(b)  The financial figures for each of the three years ended 31 December 2018/ (b)
as at the respective year-end were extracted from the prospectus dated 30

October 2019 (the “Prospectus”).

The summary above does not form part of the audited consolidated

financial statements.

BHE-_Z-NF+ZA=+—HIEEE NZBEH
MBS B D8k B A F MG A BTEMREK

BE_Z-N\F+_A=Z+—BULEZRAFESE/
RZERBAFERNMBEBEIREE T NF
TA=ZTEMNBARER((BRER) -
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CHAIRMAN'’S STATEMENT
ERWE

On behalf of the board (the “Board”) of directors (the “Directors”)
of Sprocomm Intelligence Limited (the “Company”), | present the
audited consolidated results of the Company and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2019
to the shareholders of the Company.

Business Review

The year 2019 is a fruitful year for the Company as it achieved
two important milestones during the year. First of all, the
Company reached its 10-year milestone with the continuous
support of dedicated employees and loyal customers. Over the
past 10 years, the Company carefully implemented its business
strategies and devoted enormous effort to the research and
development of telecommunication products, building stable
relations with its business partners and exploiting business
opportunities in fast-growing markets. All that hard work and
determination paid off. The Group has built a solid foundation in
the China’s mobile phone ODM market and it is currently one of
the leading market players.

Following the 10-year anniversary, shares of the Company were
successfully listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on 13 November
2019 (the “Listing Date”). The successful listing further enhances
the Company’s corporate image and confidence for future
business development.

The Group, as one of the leading players in the China’s mobile
phone ODM market, continues to focus on developing its
research and development capability, expanding its product
portfolio and targeting emerging markets. During the year ended
31 December 2019, global economy was adversely affected by
economic policy uncertainties and escalating US-China trade
war. Global consumers were more conscious on spending. To
reduce the adverse impact from the weakening economy, the
Group’s sales and marketing team devoted significant amount of
effort to promote new products to existing customers, explore
business opportunities with new customers and in new locations.
While the Group continued to have substantial revenue from
India, the Group had successfully expanded its markets in China
and Algeria during the year ended 31 December 2019. The
Group recorded 200.5% and 30.9% revenue increment from
China and Algeria as compared with 2018, respectively.
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CHAIRMAN'S STATEMENT
ESE

During the year ended 31 December 2019, the Group recorded
a remarkable growth in the sales of its loT products, contributing
revenue of RMB127.7 million to the Group (2018: RMB66.0
million). The Group successfully entered into framework sales
agreement with Ant Financial (Hainan) Digital Technology
Limited Company* (#5% € fk C8 @) BiF KT AR 2 A, “Ant
Financial”) for product validation and supply of Ali-POS (point
of sales) devices supported with facial recognition feature (face
ID). Ant Financial is a subsidiary of Zhejiang Ant Micro Financial
Services Group Co,. Ltd* (T &/ L MRS EER D
B R A 7], formerly known as Zhejiang Alibaba E-commence
Company Limited* (4 )T fil 2 B B & F & 15 8 R 2 7)), who
operates Alipay, a worldwide mobile and online payments
platform.

Driven by the business cooperation with Ant Financial and
the increased sales of loT related products and PCBAs for
smartphones, the Group’s total revenue for the year ended 31
December 2019 increased by 5.9% to RMB3,117.6 million
as compared with RMB2,943.7 million for the year ended
31 December 2018. On the other hand, the increased sales
proportion of PCBAs reduced the Group’s gross profit margin
from 8.9% for the year ended 31 December 2018 to 7.3% for
the year ended 31 December 2019, as PCBAs had a lower gross
profit margin than smartphones and IoT related products. The
impact of the decline in gross profit margin was partially offset by
the increase in other gains and income, resulting in a decrease
in net profit for the year ended 31 December 2019 by 14.1% to
RMB37.8 million as compared with RMB44.0 million for the year
ended 31 December 2018.

Highlights of the audited results of the Group for the year ended
31 December 2019, as compared to 2018, are shown in the
following table:

BE_T-NFT-_A=1T—"HLFE XK
BB EERHEEREERELER RA
SEERKREARBI2ITEET (ZZE—-N
F:ARK66.0BETT) ° NEBE R H 55
R (BE)BFEMABRAR (FEER))
RIVIEREE R - WA B BE @R RIEMH
H AR 51T 8E B9 Pl B 35 & 4%k (POS) 3 f
BETRAMTSES/MIS R RE EE RN
BERAB (BN IMNEEEEFABERA
A HEZ -E2EBHEGINFEaXNE)

ZHBE
SENEBEERMELEFENU LY EE
?@IZE’T BEETFHEIR ERRERHEILR

AEBHEZ-_Z—NF+=-A=+—HILF
ERERFIERSI%NEARK3 117668
T MBE-E- ) \F+-A=t+—HI1LFE
BARB2043TEEIL - Z— 7 HE ' ARED
il & B& tR 48 5 &9 B FI) =K 50 55 B8 TF i K W B
HEEEERD - Wﬁﬂ%%ﬁ@#%%ﬁmm%
AFESAKEEENERBEE T —N\F+=
A=+— Eﬁi&%&mﬁﬁﬁﬁ:%fn
F+—A=+—HIEFENT3% - EFET
PR HY 22 2R 1 ELAtb U s R R A N FT K 8
BREHE—_T-NF+-A=+—HILFE
BT TRE141%E AREI7T8EE T ME
E-E- \F+-A=+—BILFEAEAR
BA440BETT °

AEEHE-_F-NF+_A=1+—HLLF
EMN%@%ZE%K(,\_?*)\E*th)%ﬁ
IS

Year ended 31 December

BE+-A=+t—HLEE

2019 2018

—E-hEF —E-N\F

(Audited) (Audited)

(REX) (&%)

Revenue (RMB’000) e (AREFT) 3,117,648 2,943,724

Net profit for the year (RMB’000) FREF(AREFT) 37,763 43,951
Earnings per share FRRAN

- Basic (RMB cents) — AR (ARED) 4.98 6.67

- Diluted (RMB cents) —#E (ARED) 4.98 6.67

* For identification purpose only

v ERES
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CHAIRMAN'S STATEMENT
EFERE

Outlook and Strategy

2020 will be a challenging year for the world. An outbreak of
novel coronavirus (“Coronavirus”) erupted and spread rapidly
across the globe. While China and other countries put their
primary focus to control the spread of the Coronavirus, global
business activities and global economy were materially and
adversely affected. The Directors believe that the Coronavirus
will also impact the global mobile phone market and the Group’s
financial performance for the first half of 2020. In the long run, the
Group’s business growth is expected to be driven by (i) the huge
population and the increasing disposable income of the Group’s
target sales locations; (i) increasing demand for loT products;
and (iii) the roll-out of 5G telecommunication network. In order
to capture the potential market opportunities, the Group will
continue to expand its production capacity, enhance its research
and development capability, enrich its product portfolio and
increase its sales and marketing effort to diversify its geographical
locations. The Group has implemented appropriate business
strategies for its future development.

Gratitude

On behalf of the Company, | would like to express my sincere
gratitude to our valued shareholders, customers, suppliers, banks
and to our management and employees for their continuous
trust and support to the Group. The coming year will be full of
opportunities and challenges and we will strive our best to create
greater value for our shareholders and investors.

By order of the Board
Mr. Li Chengjun
Chairman

Hong Kong, 27 March 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

SEE R E IS &

Business Overview

The Group is an ODM mobile phone supplier based in the
People’s Republic of China (“PRC”), primarily engaged in
research and development, designing, manufacturing and sale
of mobile phones, printed circuit board assembly (‘PCBAs”) for
mobile phones and internet of things (“loT”) related products,
targeting emerging markets.

The Group’s products are sold to more than 15 countries
worldwide with strategic focus on emerging markets which
have high population and growing demands on mobile
phones. Revenue generated from PRC and other emerging
markets accounted for 87.9% of the Group’s total revenue for
the year ended 31 December 2019. The Group’s customers
include various top local branded mobile phone suppliers,
telecommunication operators and trading companies in the PRC,
India, other Asian countries and other parts of the world.

For the year ended 31 December 2019, the Group continued
to focus on the development and sales of smartphones and loT
related products. 70% of its total revenue was derived from the
sales of smartphones and IoT related products. In 2019, the
Group successfully entered into framework sales agreement
with Ant Financial (Hainan) Digital Technology Limited Company*
(BEeROFM)BEFTEITER A A, “Ant Financial”) for
product validation and supply of Ali-POS (point of sales) devices
supported with facial recognition feature (face ID).

Driven by the business cooperation with Ant Financial and
the increased sales of 0T related products and PCBAs for
smartphones, the Group’s total revenue for the year ended 31
December 2019 increased by 5.9% to RMB3,117.6 million
as compared with RMB2,943.7 million for the year ended
31 December 2018. On the other hand, the increased sales
proportion of PCBAs reduced the Group’s gross profit margin
from 8.9% for the year ended 31 December 2018 to 7.3% for
the year ended 31 December 2019, as PCBAs had a lower gross
profit margin than smartphones and IoT related products. The
impact of the decline in gross profit margin was partially offset by
the increase in other gains and income, resulting in a decrease
in net profit for the year ended 31 December 2019 by 14.1% to
RMB37.8 million as compared with RMB44.0 million for the year
ended 31 December 2018.

* For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE DN

Financial Review

Revenue

Revenue by product categories

The Group’s product portfolio includes smartphones, feature
phones, PCBAs for mobile phones and loT related products.
During the year ended 31 December 2019, the Group mainly
derives its revenue from the sales of smartphones and loT
products. Set out below is a breakdown of the Group’s total
revenue by product categories and the revenue generated from
each product category as a percentage of total revenue for the
year ended 31 December 2019 and 2018:

Bt %5 ] B8

iy 2

REMBRE D
AEEHERAS BREERETH TR FH -
FHRAOHBERRAE DB EEEER -
BE-_ZT-NFT+-_A=1T—HLFE &%
EeEEEREHETET R YBEER -
TREINBE-_ZF-NEFR-_F-N\F+=
A=+ -HALFERERERNE DA KRS
AREERBHEENRSEEAEEZKEDN
BL

Year ended 31 December

BE+-—A=+—HLEE

2019 2018
—B-NF —E-N\F

% of total % of total
RMB’000 revenue RMB’000 revenue
ARBTT HHAKREN% ARETIT MAKEZEAN%

Mobile phones F ik
— Smartphones —HRETF 2,053,460 65.9 2,073,294 70.4
— Feature phones —TNRE AU 357,123 11.4 584,482 19.9
Sub-total: NEE 2,410,583 77.3 2,657,776 90.3
PCBAs 1) 28 Bt 48 5% 471,862 15.1 148,895 5.1
loT related products Y5 48 48 B 7 127,697 41 66,045 2.2
Others (Note) HAt (B 5E) 107,506 3.5 71,008 2.4
Total =1 3,117,648 100.0 2,943,724 100.0

Note: Others mainly include revenue from the sales of mobile device components

used for after sales-services and the provision of research and development

and technical services for mobile phones, PCBAs and cloud related products.

The Group’s total revenue increased by 5.9% to RMB3,117.6
million for the year ended 31 December 2019 from RMB2,943.7
million for the year ended 31 December 2018, primarily attributed
to the increased sales of PCBAs for smartphones and loT related
products, but partially offset by the decreased sales of feature
phones.

1 0 Sprocomm Intelligence Limited  Annual Report 2019
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

Revenue from mobiles phones decreased by 9.3% to
RMB2,410.6 million for the year ended 31 December 2019 from
RMB2,657.8 million for the year ended 31 December 2018 as
the consumers in emerging markets are gradually switching from
feature phones to smartphones and accordingly, revenue from
feature phones decreased by 38.9% to RMB357.1 million for the
year ended 31 December 2019 from RMB584.5 million for the
year ended 31 December 2018.

Revenue from PCBAs increased by 216.9% to RMB471.9 million
for the year ended 31 December 2019 from RMB148.9 million for
the year ended 31 December 2018 due to the increased sales of
PCBAs for smartphones to suit customer preference.

Revenue from |oT related products increased by 93.5% to
RMB127.7 million for the year ended 31 December 2019 from
RMB66.0 million for the year ended 31 December 2018 primarily
because the Group had successfully entered into framework
sales agreement with Ant Financial for product validation and
supply of Ali-POS (point of sales) devices supported with facial
recognition feature (face ID) during the year ended 31 December
2019.

FHEOKFEREE T N\F+_A=+—
AIEFEMARE2657.88 & TR 2 9.3%
BEHEZE-NFT_A=T—HILEFEHD
ARBE24106 B &L EERMETHMNH
BEZWGINEI FREBRNEEFTHK 8
BMERFRMNEEHEBEE S —\F+=
A=+t—HLFEMARKEB4EFETTHD
BINEHE—_TE—NF+_A=+—HIHF
EMARBIBTAIGET -

MR ERREENREREEZE T —N\F
T A=+ —HIEFENMARKI489BHETT
EMN216.9% EHE —_T—LFE+_A=+—
HIEFENAREITIOEE L 2N EH
FHROMFERIRAENH S - AL
AEPEL -

VEABEERNREaEE_S—\F
TZA=T—BLEFENARBGCOBET
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE DN

Revenue by geographical regions

The Group’s products are sold to more than 15 countries
worldwide with strategic focus on emerging markets which
have high population and growing demands on mobile phones.
Set out below is a breakdown of the Group’s total revenue by
geographical region and the revenue generated from each region
as a percentage of total revenue for the year ended 31 December
2019 and 2018:

IR B B ) #) Y as
AEEREHRAISEDREEER W
ARRS B FHEFTH R0 AT 5 {E
RRBENH - TRIREE-_T-NER=
- N\F+-A=+-BLFEAEERN
[ B 55 1 48 i 55 B A 2 o IR E A O MR B A
AEMBYEENE DL -

Year ended 31 December

BE+-ZA=+—HLEFE

2019 2018
—E-AEF AN

% of total % of total
RMB’000 revenue RMB’000 revenue
ARETT HRAKREN% ARETIT (MEKREHN%

Emerging Asia TNFER X
India E 1,392,492 44.7 1,744,915 59.3
Thailand [ - - 62,796 2.1
Pakistan B & AR 67,889 2.2 188,752 6.4
Bangladesh = INh B 111,789 3.6 192,900 6.6
The PRC i 1,167,572 37.4 388,606 13.2
Sub-total: AL 2,739,742 87.9 2,577,969 87.6

Other regions Higith &

Algeria Fo B8 Sz A1) 58 275,305 8.8 210,280 7.1
Russia and Ukraine BREMESTH - - 86,102 2.9
Others (Note) HAth (f22) 102,601 3.3 69,373 2.4
Sub-total: NEE 377,906 12.1 365,755 12.4
Total BEF 3,117,648 100.0 2,943,724 100.0

Note: Others include the Republic of Panama, Hong Kong, Japan, Sweden, Spain,
the United States, South Africa and Brazil.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

During the year ended 31 December 2019, the Group recorded
significant revenue increment from the PRC and Algeria. The
increase in revenue from the PRC was primarily attributed to (i)
the increased sales of smartphones to the PRC customers; and
(i) the increased sales of loT related products resulting from the
business cooperation with Ant Financial. The increase in revenue
from Algeria was primarily attributed to the increased sales orders
for smartphones from a major customer in Algeria.

Gross profit and gross profit margin

During the year ended 31 December 2019, the increased sales
proportion of PCBAs reduced the Group’s gross profit margin
from 8.9% for the year ended 31 December 2018 to 7.3% for
the year ended 31 December 2019, as PCBAs had a lower gross
profit margin than smartphones and IoT related products. The
Group’s gross profit also decreased by 13.7% to RMB227.2
million for the year ended 31 December 2019 from RMB263.2
million for the year ended 31 December 2018.

Other gains and income

Other gains and income mainly include comprises government
subsidies and amortisation of government subsidies, net
exchange gain, gain arising from change in fair value of financial
assets at fair value through profit and loss, bank interest income
and sundry income. The Group’s other gains and income
increased by 112.6% to RMB59.1 million for the year ended 31
December 2019 from RMB27.8 million for the year ended 31
December 2018, primarily attributed to the significant increase
in exchange gain, gain arising from the change in fair value of
financial assets and government subsidies.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE DN

Selling expenses

Selling expenses mainly represent transportation and custom
declaration expenses, salaries and employee benefits of our sales
and marketing staff, business-related travelling and entertainment
expenses. Selling expenses for the year ended 31 December
2019 decreased by 17.1% to RMB41.8 million from RMB50.4
million for the year ended 31 December 2018 because the
increased proportion of sales to the PRC reduced transportation
and custom declaration expenses.

Administrative and other expenses

Administrative and other expenses mainly represent salaries
and benefits of our administrative and management staff,
depreciation, amortisation of intangible assets, general office
expenses, legal and professional fees, rental expenses, insurance
expenses, bank charges, exchange losses, listing expenses and
other miscellaneous administrative expenses. Administrative and
other expenses for the year ended 31 December 2019 increased
by 17.8% to RMB76.2 million from RMB64.7 million for the year
ended 31 December 2018. The increase in administrative and
other expenses for the reporting period was primarily attributed
to the recognition of listing expenses of approximately RMB18.1
million (2018: RMB5.9 million).

Research and development expenses

Along with the Group’s business development and sales growth,
the Group devoted more resources into the development of new
products. Research and development expenses for the year
ended 31 December 2019 increased by approximately 6.2% to
RMB111.9 million from RMB105.4 million for the year ended 31
December 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

Finance costs

Finance costs mainly represent interests on discounted bills,
interest portion of lease liabilities, bank borrowings and factoring
loans. For the year ended 31 December 2019, the Group’s
finance costs decreased by 24.5% to RMB12.0 million from
RMB15.9 million for the year ended 31 December 2018, primarily
attributed to the decrease in use of discounted receivable
financing and factoring loans.

Income tax expenses

For the year ended 31 December 2019, the Group’s income
tax expenses amounted to RMBG6.7 million as compared with
RMB10.7 million for the year ended 31 December 2018. The
decrease in income tax expenses was primarily attributed to the
decrease in assessable profits for the year ended 31 December
2019.

Profit for the year

As a result of the above factors, the Group’s profit for the year
ended 31 December 2019 was RMB37.8 million, representing
a decrease of 14.1% as compared with RMB44.0 million for the
year ended 31 December 2018. Net profit margin for the year
ended 31 December 2019 slightly decreased to 1.2% from 1.5%
for the year ended 31 December 2018.

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

Trade and bills receivables

As at 31 December 2019, the Group’s trade and bills receivables
amounted to RMB622.2 million (31 December 2018: RMB417.1
million). The Group generally grants credit period ranging from
30 to 90 days to its customers and allows its PRC customers to
settle their purchases by way of bills with maturity period ranging
from three to six months.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

In order to minimise credit risk, the Group carefully assesses the
background information and credit worthiness of its customers
before it decides to grant them credit periods. Further, the Group
also closely monitors the payment record of its customers and
regularly reviews the credit terms granted to them. The Group’s
credit assessment is based on various factors, including but not
limited to the financial strength, size of the business and payment
history of customers and length of their business relationship with
the Group.

The Group’s average trade and bills receivables turnover days for
the year ended 31 December 2019 were 60.8 days (2018: 41.0
days), which were within the range of credit periods normally
offered by the Group to its customers. The increase in the
Group’s trade and bills receivables as at 31 December 2019 and
the lengthened average trade and bills receivables turnover days
for the respective year were primarily attributed to the increased
sales in December 2019. Based on the dates of the relevant
sales invoices, 92.6% of the Group’s trade and bills receivables
aged within 90 days and the Group did not notice any substantial
long outstanding balances.

Trade and bills payables

As at 31 December 2019, the Group’s trade and bills payables
amounted to RMB876.7 million (31 December 2018: RMB646.5
million). Suppliers generally grant the Group credit period ranging
from 30 to 60 days, with certain suppliers require the Group
to make advance payment before product delivery. The Group
has financial risk management policies in place to ensure that
all payables are settled within the credit timeframe. Certain
suppliers allow the Group to settle its purchases by way of bank
acceptance bills and the Group may also endorse certain bills
receivables to its suppliers in order to settle the trade payable
due to them.

The Group’s average trade and bills payables turnover days
for the year ended 31 December 2019 were 96.2 days (2018:
77.2 days). The increase in the Group’s trade and bills payables
as at 31 December 2019 and the lengthened average trade
and bills payables turnover days for the respective year were
primarily because certain suppliers allowed the Group to settle
the purchase of raw materials by way of bills with maturity period
ranging from three to six months.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

Capital structure, liquidity, financial
resources and gearing

The Company’s shares were successfully listed on the Main
Board of the Stock Exchange on 13 November 2019. There has
been no change in the capital structure of the Group since then.

The Group mainly funds its business and working capital
requirements by using a balanced mix of internal resources,
borrowings and funds from the global offering. The funding mix
will be adjusted depending on the costs of funding and the actual
needs of the Group. For the year ended 31 December 2019, the
Group recorded a positive operating cash flow before working
capital changes of RMB36.2 million (Year ended 31 December
2018: RMB59.5 million).

As at 31 December 2019, the Group had net current assets of
approximately RMB211.4 million (31 December 2018: RMB86.5
million), cash and cash equivalents amounted to approximately
RMB126.7 million (31 December 2018: RMB56.1 million) and
borrowings amounted to approximately RMB206.3 million (31
December 2018: RMB120.7 million). The Group’s cash and cash
equivalents and bank borrowings as at 31 December 2019 were
mainly denominated in RMB and USD. As at 31 December 2019,
the Group had borrowings of RMB181.1 million (31 December
2018: RMB92.5 million) subject to fixed interest rates and
borrowings of RMB25.2 million (31 December 2018: RMB28.2
million) subject to variable interest rates. For further details of the
Group’s borrowings, please refer to note 28 to the consolidated
financial statements.

As at 31 December 2019, the Group had a current ratio of 1.2
times (31 December 2018: 1.1 times) and gearing ratio of 0.7
(calculated by dividing total debt by total equity) (31 December
2018: 0.7).

As at 31 December 2018 and 2019, the Group’s borrowing
facilities were fully utilised.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE DN

Capital commitments

As at 31 December 2019, the Group did not have any capital
commitments in relation to the purchase of property, plant and
equipment (31 December 2018: nil).

Contingent liabilities

As at 31 December 2019, the Group did not have any material
contingent liabilities or guarantees (31 December 2018: nil).

Pledge of assets

As at 31 December 2019, the Group pledged trade and bills
receivables with carrying amount of RMB140.0 million, bank
deposits with carrying amount of RMB81.2 million and land and
building with carrying amount of RMB59.9 million to secure its
borrowings and banking facilities. As at 31 December 2018, the
Group pledged trade and bills receivables with carrying amount
of RMB87.2 million, bank deposits with carrying amount of
RMB24.6 million and land and building with carrying amount of
RMB63.0 million to secure its borrowings and banking facilities.

As at 31 December 2019, the Group’s financial assets at fair
value through profit or loss (“financial assets at FVTPL”)
amounted to RMB285.7 million (31 December 2018: RMB295.5
million) and they have been pledged to certain banks for the
issuance of bank acceptance bills to the Group’s suppliers for the
settlement of purchases of raw materials and components.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

Material acquisitions and disposals of
subsidiaries, associates and joint ventures

During the year ended 31 December 2019, the Group did not
have any material acquisitions and disposals of subsidiaries,
associates or joint ventures.

Significant investments held by the group

During the year ended 31 December 2019, the Group invested
some of its funds in the structured deposits of PRC licensed
commercial banks, which were principal guaranteed and
carried interest at a variable rate per annum with reference to
the performance of foreign currency or interest rate during the
investment period. These structured deposits were classified as
financial assets at FVTPL in the Group’s consolidated financial
statements. As at 31 December 2019, the Group’s financial
assets at FVTPL amounted to RMB285.7 million, representing
17.5% of the Group’s total assets (31 December 2018:
RMB295.5 million, representing 24.8% of the Group’s total
assets), and they have been pledged to certain banks for the
issuance of bank acceptance bills to the Group’s suppliers for
the settlement of purchases of raw materials and components.
During the year ended 31 December 2019, the realised gain
arising from change in fair value of financial assets at FVTPL
amounted to RMB10.1 million (2018: RMB5.3 million) and no
interest income and dividend (2018: nil) were derived from these
financial assets.

The following sets forth the fair value of the Group’s financial
assets at FVTPL by the respective issuing bank as at 31
December 2019 and 2018:
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As at 31 December
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Issuing Bank 2019 2018
BITERT —E-hEF —T—-)\F
RMB’000 RMB’000
ARMT T AREET T
The Bank of East Asia (China) Limited RER1T (R E) BRAF 245,460 164,780
Bank of Ningbo 2RIRTT 24,790 -
China Merchants Bank BRI 15,400 =3
China Minsheng Bank PR ARTT - 130,700
285,650 295,480
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE DN

The principal terms of the Group’s financial assets at FVTPL are  AEBEIRAFEF A BFZHNELREEZTE

set out below: iR
Term and/or early The Bank of East Asia
termination: (China) Limited:

HRK,REATAL REHRT(PE)BRAA

Bank of Ningbo:
R AT

China Merchants Bank:
RERT -

China Minsheng Bank:

AR B R A ERAT
Expected or actual The Bank of East Asia (China) Limited:
rate of return: RERTT (R E) BRAF
FEHSERERE

Bank of Ningbo:

ERIRIT

China Merchants Bank:
RmmiReT

China Minsheng Bank:
B R A IRTT

T

around three to six months
(can only be withdrawn at maturity)

W=ZNEA (ERRE BRI

six months
(can only be withdrawn at maturity)
/\1.)51 ({é—fﬁ/\ |J HH H‘I?IEHX)

six months
(can only be withdrawn at maturity)
ANE A (AR R AR IR ED)

around three to six months
(can only be withdrawn at maturity)

HW=ZNEA (ERREHRERI

For the year ended 31 December 2019:
1.54% to 4.4% per annum
BE_FE—NF+_HA=1—HIFFE -
BF1.54%£4.4%

For the year ended 31 December 2018:
1.5% to 4.7% per annum
BE—F—\F+ZA=1—HILFE:
BF15%E4.7%

3.5% per annum
BF3.5%

1.55% to 3.8% per annum
FF1.55%£3.8%

3.7% to 4.2% per annum
BE37%E4.2%

The Group adopts prudent and pragmatic investment strategies. ANEE I EEBEHIREHR - NEEHB

=

The Group purchases principal guaranteed financial assets at = Hi

AR RFE R A IHH@F‘%%%&TT%E

FVTPL from sizable PRC licensed commercial banks with good & A F{Hz ABEEEVRANE £ REZE b4
credit ratings. Further, the Group has implemented the following ZANEBEEEEA THEEERERIEES
internal controls to minimise the potential risks for investing in & E &) EERE

financial assets:

- all the existing financial assets shall be closely monitored — —
by the Group’s finance controller;

- no new investments can be made unless it is principal  —
guaranteed;
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

- all investments shall be assessed by the Group’s
finance controller after taking into account the maturity
term, expected rate of return and features of proposed
investments and analysis on impact on working capital
and cashflow, identification of any legal risks from
reviewing the terms with the assistance of any external
legal advisers as the Group’s finance controller considers
appropriate;

- the Group’s finance controller shall prepare an assessment
report stating the factors considered as stated above to
be submitted to the Group’s chief executive officer for
approval shall he considers appropriate; and

- single investment with principal amount exceeding
RMBS50 million or any new investments which would result
in the outstanding principal sum of the financial assets
exceeding RMB100 million which are endorsed by the
Group’s chief executive officer shall be further approved
by the audit committee who would re-assess the risks
involved.

Saved as disclosed herein, the Group did not make any other
significant investments during the year ended 31 December
2019.

Future plans for material investments and
capital assets

The Group set out its future plans in its prospectus dated 30
October 2019 (the “Prospectus”). As part of its future plans,
the Group will acquire new SMT lines to expand its SMT
production capacity. The Group will also devote more resources
into research and development to enrich its product offering on
both mobile phone related products and IoT related products.
These future plans will be funded by a balanced mix of internal
resources, borrowings and proceeds from the global offering. To
further enhance the value the Group and its shareholders, the
Group will also consider potential investment opportunities when
they arise.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

Foreign exchange risks

For the year ended 31 December 2019, the Group derived
62.6% (2018: 86.8%) of its total revenue from export sales
and these export sales were principally denominated in USD.
As at 31 December 2019, the Group had USD-denominated
monetary assets with carrying amount of RMB269.4 million (31
December 2018: RMB231.2 million) and USD-denominated
monetary liabilities of RMB188.0 million (31 December 2018:
RMB138.5 million). The Group is exposed to foreign exchange
risk arising from its export sales, monetary assets and liabilities
denominated in foreign currencies. The Group did not enter into
any foreign exchange hedging instruments during the year ended
31 December 2019. Management of the Group regularly reviews
the impact of exchange risk exposure on the Group’s financial
performance and may use foreign exchange hedging instruments
to reduce the Group’s exchange risk exposure if appropriate.

Employees, remuneration policy and
training

As at 31 December 2019, the Group had approximately
1,400 employees (31 December 2018: approximately 1,300
employees), whose remunerations and benefits are determined
based on market rates, government policies and individual
performance. For the year ended 31 December 2019, the
Group’s total staff costs amounted to RMB145.2 million
(2018: RMB126.5 million). The Group provides comprehensive
training and development opportunities to its employees on a
regular basis. The trainings are arranged according to needs
of employees, which are identified annually by individual
departments.

Use of proceeds from initial public offering

Shares of the Company were listed on the Main Board of the
Stock Exchange on 13 November 2019. The net proceeds from
the IPO, net of underwriting commissions and other relevant
expenses, amounted to approximately HK$84.4 million. The
Group will apply such proceeds in accordance with the section
headed “Future plans and use of proceeds” set out in the
Prospectus.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

The use of the net proceeds from the Listing Date up to 31 B EWMHHZ-_FT—h&E+_A=+—H "
December 2019 had been applied as follows: FriSRIEFRmEABRNT ¢

Utilised net Unutilised net
proceeds from proceeds from

IPO as at IPO as at
Planned use of 31 December 31 December
net proceeds 2019 2019

(approximately) (approximately) (approximately)
BE-ZE-NF BEZE-—NF
+=B=+—-8B +=ZA=+-—H

EBHAZER REBAZER

STEIERRE NEBRERB NERBEMB
MIEFE RIEFE RIEFE
(B#) (#4) (#E#)

Expected timeline
for unutilised net
proceeds from IPO

BRERAMBERSA
FERFENANEBD

Enhance SMT HK$38.8 million - HK$38.8 million
production capacity

TRFTAL R 388HEBTT — 388EHEBTT

HK$12.0 million to be utilised
during the six months ending
30 June 2020, HK$12.0 million
to be utilised during the six
months ending 31 December
2020, HK$13.4 million to be
utilised during the six months
ending 30 June 2021 and
HK$1.4 million to be utilised
during the six months ending
31 December 2021

BE-_Z-_TFA=+HIt
NMEAA -EBEZE-_ZTF+=
A=+—HItXER -HE=
ZE-—FRA=ZFTHIAE

AkBE—ZE-_—F+=_A

—+—HAIXNEA - BRI
B1208&% T 120688
L 134BEBTK14EE
Vv
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

Utilised net Unutilised net
proceeds from proceeds from
IPO as at IPO as at
Planned use of 31 December 31 December Expected timeline
net proceeds 2019 2019 for unutilised net
(approximately) (approximately) (approximately) proceeds from IPO
BE-Z—hGF BE-Z-IF
+t=A=+—-8 +=A=+-H
EBAZER ABAZER
STEIEARSE PRABEMSE PRABEMS
MIEERE MIEFRE MEFHE BABRLAHBREXRBA
€ %)) € %)) (BHQ) FEBREFENEHRRRS
Enhance research HK$14.2 million - HK$14.2 milion  HK$3.2 million to be utilised
and development during the six months ending
capabilities 30 June 2020, HK$3.6 million
to be utilised during the six
months ending 31 December
2020, HK$4.1 million to be
utilised during the six months
ending 30 June 2021 and
HK$3.3 million to be utilised
during the six months ending
31 December 2021
BN 1428EBT - 142588 T BE-_Z-_ZTFA=1+AL
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MANAGEMENT DISCUSSION AND ANALYSIS

SRR E) S

Utilised net Unutilised net
proceeds from proceeds from

IPO as at IPO as at
Planned use of 31 December 31 December
net proceeds 2019 2019

(approximately) (approximately) (approximately)

BE-Z—NF BE-Z-—NIF
+t=ZA=+—-H +=ZA=+-H
EEAZERX KREAZEHR
SEIERRE NEBRERSE NHABRERS

Expected timeline
for unutilised net
proceeds from IPO

BRERAMBERTA
FREFRFENARERD

Enhance sales and
marketing force to
diversify customer
base

MASHE k5 HER
NEREZHEITPE
e

Upgrade enterprise
planning resource
system

RIEFHE RIEFHE MIEFHE
(BE49) (#E49) (#E49)
HK$8.6 million - HK$8.6 million
86BEEBIT - 8.6HEBIT
HK$5.7 million - HK$5.7 million

HK$2.5 million to be utilised
during the six months ending
30 June 2020, HK$2.5 million
to be utilised during the six
months ending 31 December
2020, HK$2.5 million to be
utilised during the six months
ending 30 June 2021 and
HK$1.1 million to be utilised
during the six months ending
31 December 2021

BHE_Z-_ZTFA=+HL
NEA BEZZE-_EF 1+
B=Z+—HItA~EAR -BE=
E-—FXA=ZFTHIENE

AR#EE—ZT=_—F+=A

—t—HIXNER &5

FAEEHBIIT 2588 B
T 25AEBIRI1EES
JC

HK$1.1 million to be utilised
during the six months ending
30 June 2020, HK$2.3 million
to be utilised during the six
months ending 31 December
2020, and HK$2.3 million to be
utilised during the six months
ending 30 June 2021
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

Utilised net Unutilised net
proceeds from proceeds from

IPO as at IPO as at
Planned use of 31 December 31 December
net proceeds 2019 2019

(approximately) (approximately) (approximately)
BE-Z-NLF BE-ZT-—NF
+=Z—R=+—H +ZA=+-—H

EBAZER REBAZER

STEIEARSE PRABEMSE PRABEMS
MIEERE MIEFRE MIEFRE

€ %)) € %)) (BE4)

Expected timeline
for unutilised net
proceeds from IPO

BRERAMBERTA
FERAFENANED

THARBEFBERR 57ABETT - 5B7TEEAETT

w

Repayment of bank HK$8.8 million HK$2.2 million HK$6.6 million

loans

EEEITER 88HEBTT 22HEBTT 6.6E BB
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HK$2.2 million to be utilised
during the six months ending
30 June 2020, HK$2.2 million
to be utilised during the six
months ending 31 December
2020, and HK$2.2 million to be
utilised during the six months
ending 30 June 2021
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR D

Utilised net Unutilised net
proceeds from proceeds from
IPO as at IPO as at
Planned use of 31 December 31 December Expected timeline
net proceeds 2019 2019 for unutilised net
(approximately) (approximately) (approximately) proceeds from IPO
BE-Z—NF BE-Z-—NIF
+=Z—A=+—-H8 +=ZA=+-—H
EBAZER REAZER
STEIEARS PRABEMSE PRABEMS
MIEERE MIEFRE MEFHE BABXRLHBREXRBA
€ %)) € %)) (BHQ) FEBREFENEHRRRS
General working HK$8.3 million HK$8.3 million - NA
capital
—REEED 83EEBIT 83E&BETT - TEHA
Total HK$84.4 million HK$10.5 million HK$73.9 million
st 84.4EHEHET 10.5BEEE T 73.9EHEETRT
Event after the reporting period REHEBEE

Subsequent to the financial year ended 31 December 2019,
an outbreak of Coronavirus erupted and spread rapidly across
the globe. Since the outbreak of the Coronavirus, China has
taken emergency public health measures and various actions
to prevent the spread of the Coronavirus, including imposing
restrictions on resumption date of production after the Chinese
New Year Holidays. On 17 February 2020, the Group’s
headquarter was actively preparing for business resumption
under the guidance of the district administrative authority,
whereas the Group’s production plants were either gradually
resuming production or still waiting for the government approval
to resume production. Further, due to the suspension or limited
service of transportation facilities in certain areas, certain workers
in the affected provinces and municipalities were unable to
return to the Group’s production plants as planned and the
Group also experienced delay in the supply of raw materials from
its suppliers, which led to (i) a significant drop in the Group’s
production capacity; (i) delay in resuming to original production
schedule; and (jii) late delivery of products in the first half of 2020.
India is one of the Group’s major sales locations. On 25 March
2020, the Indian government imposed a three-week nationwide
lockdown to control the spread of the Coronavirus. The business
activities of the Group’s customers in India and the Group's
sales transactions with these customers would be interrupted
due to the implementation of the virus control measures by the
Indian government. The Directors believe that the outbreak of the
Coronavirus would also impact the global mobile phone market
and customer demand for the first half of 2020 may decline due
to the aforesaid reasons.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE DN

As at the date of this annual report, the Group’s headquarter and
production plants have resumed full operations and the Group
is working closely with its employees, suppliers and customers
to mitigate the adverse impact arising from the outbreak of the
novel coronavirus. The board of directors of the Company is
currently estimating the impact of the Coronavirus on the Group’s
business operations and financial performance and will closely
monitor the Group’s exposure to the risks and uncertainties
in connection with the Coronavirus. The Company will make
further announcements as and when appropriate pursuant to the
requirements under the Listing Rules.

Saved as disclosed herein, the Group does not have any

important events after the year ended 31 December 2019 and up
to the date of this annual report.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EERSREEAERHN

Executive Directors

Mr. LI Chengjun (Z & &), aged 47, is an executive Director,
the chief executive officer and the chairman of the Board
and is mainly responsible for corporate strategic planning,
overseeing the overall operations, day-to-day management
and business development of the Group. Mr. Li established
Shenzhen Sprocomm Telecommunication Technology Co.,
Ltd.* CRIYIIK & i@ 15 BH B BR 2 7)) ("Shenzhen Sprocomm®),
the main operating subsidiary of the Group, with Mr. Xiong
Bin on 16 September 2009. He is also currently the director
of the Company’s subsidiaries, namely Shenzhen Sprocomm,
Sprocomm Intelligence (HK) Holdings Limited (K & & sE =A% B
BR A &), Sprocomm Technologies Co., Ltd. (A& & BERIRAR
A A]), Guizhou Sprocomm Telecommunication Technology Co.,
Ltd.* (2K E @B ERHE AR A 7)), Chengdu Sprocomm Cloud
Technology Co., Ltd.* (A & K & Z 8 & R 2 &), Guizhou
Mars Exploration Technology Co., Ltd.* (& /M A E R RZ Rl %
B A ) and Grace Kirin Limited (& B G R 2 7). Mr. Liis a
director of Leap Elite Limited, a controlling Shareholder of the
Company.

Mr. Li has more than 20 years of relevant experience in the
mobile communications industry. Prior to joining the Group, Mr.
Li held a senior management position in the wireless network
department and terminal department of Shenzhen Huawei
Technologies Co., Ltd* (% JI1 2 & F 17 B BR 2 &), a company
principally engaged in the telecommunication equipment
business from April 1997 to February 2007, where he was mainly
responsible for the research and development of communication
terminal and sales and marketing. From August 2007 to June
2009, Mr. Li served as the chief executive officer of the business
operation headquarters of SIM Technology Group Limited (&l
B EEBR A 7)) (stock code of Stock Exchange: 02000) (“SIM
Technology”), a company whose shares are listed on the Stock
Exchange and is principally engaged in the manufacturing, design
and development and sale of liquid crystal display modules,
mobile handset solutions, and wireless communication module
solutions, where he was mainly responsible for overseeing its
PRC operation and management.

Mr. Li graduated from Beihang University (b 5 #i 2= fii < K
E) in July 1994 with a bachelor degree majoring in electrical
technology, and then, graduated with a master degree of
engineering in March 1997.

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

EERSREEASEHN

Mr. XIONG Bin (¥& #2), aged 42, is an executive Director
and vice chairman of the Board and is mainly responsible for
overseeing the sales and marketing of the Group. Mr. Xiong is
one of the founders of Shenzhen Sprocomm on 16 September
2009. He is also currently the director and vice general manager
of Shenzhen Sprocomm and the supervisor of Shanghai
Sprocomm Telecommunication Technology Co., Ltd.* (& &
BRERAR AT, Guizhou Sprocomm Telecommunication
Technology Co., Ltd.* (EM KB BERHZER A F]), Guizhou
Mars Exploration Technology Co., Ltd.* (EM X 2 FE XTI A
fRAa]) and Luzhou Sipukang Technology Co., Ltd.* CEM B &
ERHE AR A E]). Mr. Xiong is a director of Beyond Innovation
Limited, a controlling Shareholder of the Company.

Mr. Xiong has over 15 years of relevant experience in the mobile
communications industry. Prior to joining the Group, Mr. Xiong
served in Amoi Electronics Co., Ltd. (E#T & T &7 AR A 7))
(“Amoi Electronics”) from July 1999 to May 2008, where he
first served as the vice general manager of finance department
responsible for handling the export business and finance work of
the overseas subsidiaries and later as the vice general manager
of the overseas sales department responsible for overseas sales
of smartphone products. Amoi Electronics is principally engaged
in research, manufacturing and sales of smartphone and other
electronic products. From May 2008 to August 2009, Mr. Xiong
served as the general manager of the overseas sales department
of SIM Technology, where he was mainly responsible for
marketing and sales of the overseas smartphone ODM business.

Mr. Xiong graduated from Huazhong University of Science
and Technology (ZE # 12 T X &) in June 1999 and obtained a
bachelor degree of economics majoring in taxation. Mr. Xiong
also obtained the qualification of Certified Public Accountant
(non-practising) in the PRC in December 2004.

*  For identification purpose only

30 Sprocomm Intelligence Limited  Annual Report 2019

REWEE 2 RWUTEZENEZSE T
FrIEAREEAKENHERTIGHE -
BREENR _ZEZAFAATRERRFRIIR
HEIMAZ - - WRTARINKENESR
BllagENteREBENRERAR &
MAREBEMRBRAR BEMAERRH
RARARLEMNBEERZBRARNES -
RREE /AR AEBRBREBHARARNES -

FREAEHAB 1S FNBEBMITEMEMER -
RIMAREBZA - B—hWANFEELAEC
TTNEFLA REEBERRNEFEFR
MABARAR ([EHEF])  BEETHHE
BlAKE AERELAXBLEBINGEB LR
BB TIF - RRIETEINHERaIR LR -
BEEETREMNBINEE BENETER
NEEETFRELEMEFERNTR  HE
EHE -R-_ZENFHAAZ_TTAFN\A -
RRST A B EERMBHRAMEINE & BAKE -
T2EHBIMIGETH ODM EIFH) 2 15 EIHE o

FREER—NNANFRARENERETAE -
EEHGEXREESELTBM - Io - AL
R-ZFZMFE+ = ARG EEM T GF
ME)ERE -

*ERHES)



BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EERSREEASEHN

Mr. LI Hongxing (Z 4L ), aged 40, is an executive Director
and is mainly responsible for overseeing the research and
development of the Group’s products. He is also currently the vice
president, the director of the product research and development
department and the director of Shenzhen Sprocomm and the
director of Shanghai Sprocomm Telecommunication Technology

Co., Ltd.* (EBREBEMKBERAT).

Mr. Li Hongxing has over 10 years of relevant experience in the
mobile communications industry. Prior to joining the Group,
Mr. Li Hongxing served as a technician of Shanghai Hongyue
Communication Technology Company Limited* (_E /& A 1 i@
ST AR A F)) from July 2002 to October 2003, a company
principally engaged in research and development of digital radio
communication terminal equipment and transmission equipment,
where he was mainly responsible for research and development
of the communication products. From January 2006 to March
2007, Mr. Li Hongxing served as the research and development
manager of Sailong Shenke Communication Technology
(Shanghai) Company Limited* (£ B EHB{E #1iT (£)8) AR A
7)), a company principally engaged in technology development
of communication products and system engineering, where
he was mainly responsible for research and development
of the electronic communication products. From November
2007 to June 2009, Mr. Li Hongxing had been a research and
development director of Jiandao Communication Products
Company Limited* (& & FEE m B R 2 al), a company
principally engaged in manufacturing and sales of communication
equipment and the relevant products and the electronic products,
where he was mainly responsible for research and development
of the products. Mr. Li Hongxing served as the research and
development director of Shanghai Feiyang Electronic Technology
Company Limited* (E/8JE[5 S F B AR A Al from July
2009 to November 2009, a company principally engaged in
manufacturing and sales of electronic products, where he was
mainly responsible for research and development of the products
and management of the research and development team.

Mr. Li Hongxing graduated from East China Normal University

(FERADE K E2) in July 2002 and obtained a bachelor degree of
science majoring in electronics and information systems.

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

EERSREEASEHN

Mr. GUO Qinglin (28 B #k), aged 36, is an executive Director
and is mainly responsible for managing the operation of supply
chain and sales activities of the Group. He is also currently
the director of the supply chain operation centre of Shenzhen
Sprocomm.

Mr. Guo has approximately 12 years of relevant experience in
the mobile communications industry. Prior to joining the Group,
Mr. Guo served as a manager in the overseas sales department
of Amoi Electronics from September 2005 to December 2008,
where he was mainly responsible for developing overseas
customers, maintaining the customer relationship and sales of
the company’s main products. From April 2009 to December
2009, Mr. Guo served as sales director in the overseas sales
department of Nanjing Wanlida Technology Co., Ltd.* (F ¥&
& FERIB AR A A, a company principally engaged in the
production of computers, mobile phones and projectors, where
he was mainly responsible for developing overseas customers,
maintaining the customer relationship and sales of the company’s
main products.

Mr. Guo graduated from Jimei University* (£ 3 A £) in July
2005 and obtained a bachelor degree of economics majoring in
international economy and trading.

Independent Non-Executive Directors

Mr. HUNG Wai Man JP (3 A K), aged 51, was appointed as
an independent non-executive Director on 18 October 2019. Mr.
Hung is the Principal Liaison Officer for Hong Kong, Shenzhen
Qianhai Authority, Executive Chairman of Chinese Big Data
Society, and Adjunct Professor of the Belt and Road Research
Institute of Hainan University.

Mr. Hung is a seasoned ICT professional and angel investor. He
has worked in the computer industry for almost 30 years. A well-
known figure in the industry, Mr. Hung has extensive experience
in management consulting, project management and outsourcing
services. Mr. Hung is a Chartered Information Technology
Professional and a fellow of the British Computer Society, the
Hong Kong Institute of Directors, the Hong Kong Computer
Society and the Internet Professional Association. He has been
appointed as the Global Council by the World Summit Awards.

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

EERSREEASEHN

Mr. Hung is currently the Member of the Shenzhen Chinese
People’s Political Consultative Conference, Member of the
Chinese Association of Hong Kong and Macau Studies, Vice
President of Guangdong’s Association For Promotion of
Cooperation between Guangdong, Hong Kong and Macao,
Commissioner of Hong Kong Road Safety Patrol, Chairman
Emeritus of the Y.Elites Association, President Emeritus of
Internet Professional Association, Vice Chairman of the Monte
Jade Science and Technology Association of Hong Kong,
Secretary General of Hong Kong—ASEAN Economic Cooperation
Foundation and Council Member of Hong Kong Professionals
and Senior Executives Association etc. In 2012 to 2014, he had
served as an associate member of the Central Policy Unit of the
HKSAR Government. In 2008, Mr. Hung was selected as one
of the Ten Outstanding Young Persons of Hong Kong. He was
the 11th Standing Member of the All China Youth Federation. In
2015, he was appointed as a Justice of the Peace by the Hong
Kong SAR Government. In 2016, he was given the Asia Social
Innovation Leadership Award by CMO Asia.

Mr. Hung graduated from the Hong Kong Polytechnic University
with a Higher Diploma in Mathematics, Statistics and Computing.
He then obtained a Bachelor of Arts Degree in Business
Administration (Hons) from the University of Bolton, MBA from the
University of Hull and a Master Degree of Business Administration
in Public and Comparative History from the Chinese University of
Hong Kong. He also obtained a LLM from the Renmin University
of China and PhD in Business Administration from Bulacan State
University, the Philippines and is currently pursuing his LLD study
with the Renmin University of China.

Mr. Hung is currently an independent non-executive director of
LH Group Limited (stock code: 01978), Sino Hotels (Holdings)
Limited (stock code: 01221) and VSTECS Holdings Limited
(stock code: 00856), the shares of which are listed on the Stock
Exchange.
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Mr. WONG Kwan Kit (ZEER7), aged 47, was appointed as an
independent non-executive Director on 18 October 2019.

Mr. Wong has over 18 years of experience in accounting and
financial management, mergers and acquisitions gained from
certain finance related positions of companies listed in Hong
Kong. Mr. Wong is currently an independent non-executive
director of Man Sang International Limited (stock code: 00938)
and Culturecom Holdings Limited (stock code: 00343), both of
companies are listed on the Stock Exchange. Mr. Wong holds
a Master of Business Administration degree from the Chinese
University of Hong Kong. He is a fellow member of the Hong
Kong Institute of Certified Public Accountants.

Mr. LU Brian Yong Chen (& ’k 2§), aged 55, was appointed
as an independent non-executive Director on 18 October 2019.
Mr. Lu has been serving as an independent non-executive
Director of InvesTech Holdings Limited (stock code: 1087), a
company whose shares are listed on the Stock Exchange and
is principally engaged in designs, development and provision
of communication system and manufacture and sale of signal
transmission and connectivity products since June 2015.

Mr. Lu has over 21 years of management experience in Fortune
100 companies in Australia, Hong Kong and the PRC, assisting
in their business transformation and growth. Prior to joining
the Group, Mr. Lu served as a manager, design/architecture
of IBM Australia Limited, a company principally engaged in
manufacturing and selling computer hardware and software and
providing relevant services from May 1995 to April 2001, where
he was responsible for managing network architecture. From
April 2001 to June 2012, Mr. Lu then served as a client unit
executive in the IBM global technology services department of
IBM China/Hong Kong Limited, a company principally engaged
in manufacturing and selling computer hardware and software
and providing relevant services, where he was responsible for the
department’s strategic planning and execution.
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Mr. Lu was an industry consultant of IBM (China) Company
Limited, a company principally engaged in manufacturing and
selling computer hardware and software and providing relevant
services from June 2012 to June 2015.

Mr. Lu graduated from South China University of Technology
(FEFE T A E) with a bachelor degree majoring in engineering
in Computer Science in July 1986 and from the University of
New South Wales, Australia with a master degree of information
science in October 1994.

Ms. TSENG Chin | (G & ), aged 51, was appointed as an
independent non-executive Director on 18 October 2019.

Ms. Tseng is a media veteran with over 21 years of experience
in Hong Kong, including hosting, presenting and moderating
television programmes and forums in relation to the PRC and
international economy and finance. Ms. Tseng has been serving
as a presenter in Phoenix Satellite Television Company Limited (/&
B\E#8 B R A 7)), which is an indirectly wholly-owned subsidiary
of Phoenix Satellite Television Holdings Limited (currently
known as Phoenix Media Investment (Holdings) Limited (stock
code: 2008)), a company listed on the Main Board of the Stock
Exchange, where she is responsible for hosting and presenting
television programmes and broadcasts relating to the PRC and
international economy and finance. She has also been a standing
committee member of feng Finance Institute (/8| /L 43 871 £ #f 3¢
F), a non-profit making research institute focusing on providing
financial information via expert interview, conference reports,
research reports, financial and wealth management forums since
November 2016. She has been a life associate member of the
Hong Kong Independent Non-Executive Director Association
since January 2017.

Ms. Tseng graduated from Fu Jen Catholic University (X & #k
{Z K2, formerly known as #. 37 & {Z X £8) with a bachelor
degree of arts majoring in mass communication in June 1991.
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Senior Management

Mr. LIU Shangheng (%4 18), aged 36, has been serving as
the financial controller of Shenzhen Sprocomm since December
2011.

Mr. Liu has over 10 years of experience in financial work and
management. Prior to joining the Group, Mr. Liu held office
relating to cost accounting in Qingdao Haixin Communication
Technology Company Limited* (5 &8 Z®{E R AR A
8]), a company principally engaged in research, development,
manufacturing and sales of mobile communication terminal
products from August 2006 to October 2008, where he was
mainly responsible for production cost accounting, cost analysis
and control related work. Mr. Liu then served as a director
of finance in Shenzhen Xiongtao Power Supply Technology
Company Limited* (R I ERBEBRHER A F), a
company principally engaged in research, manufacturing and
sales of battery from November 2008 to October 2011, where
he was mainly responsible for cost accounting and preparing the
financial statements and analysis.

Mr. Liu graduated from the Zhongnan University of Economics
and Law (77 B9 B £ A K22 in June 2006 and obtained two
bachelor degrees majoring in accounting and economics.

Mr. WEN Chuanchuan (G&)I|JIl), aged 34, head of production,
is currently responsible for supervising the operation of the
Group’s production plants.

Prior to joining our Group, Mr. Wen worked as an assistant
engineer of Huawei Machine Company Limited* (£ & # 22 5 R
‘A Aa]), a company principally engaged in research, development,
manufacturing and sales of communication products from July
2011 to October 2014, where he was mainly responsible for
reviewing the manufacturing plan and leading trial verification
for new smartphone products. Mr. Wen served as a director
of the assembly plant of Shenzhen Andao Yunke Company
Limited* (& JIl &2 38 & BHX 19 B IR 2 7), a company principally
engaged in development and manufacturing of smart terminals,
capacitive touch screens, machine assembly, metal and glass
components and mobile phone accessories from November
2014 to September 2016, where he was responsible for the
establishment of machine assembly department and assisting in
the operation of the company’s departments and subsidiaries.

Mr. Wen graduated from the Northwest A&F University (78
it EZ M B K &) with a bachelor degree of management
majoring in electronic commerce in the PRC in July 2008, and
also, graduated from the Xi’an Jiaotong University* (78 % X2 i@
KEEEEPT) in June 2011 and obtained a master degree of
engineering majoring in industrial engineering.

* For identification purpose only

36 Sprocomm Intelligence Limited  Annual Report 2019

BREEE
BEEE 36 BT —F+-AZ%
S —HEERYIR S0 0 -

BEEHRABIOFOMBE TIEREIRER -
MAREBE 28 BIEER —FTTXF /A
E_ZEN\FTAESEEEREERMAR
RA(—EEBREBEBALIKEROFTE
e sLENHEMN R E) BEXKNGTHEB
Bz TRAEEERARE - RADH RIZ
HIAERE T BIEAHBRR —_TT N\F+—
AE-ZT——F+ AEERIIMEHEERE
BREOHBERDE (—HEBREEMAOME -
BUERHEMRR) WP BEE  TRZAEX
EN ACPOSE RS b e e i

BIEER _—_TERFNAZERNPHULR
ERB BEEREESREXRES T BN -

BINIEE 345 EEXTLEEETE  BAA
BEEEAEBELEMEHNEE -

MAXEEB 2R BEER -_T——FtA
E-FT-NETARESMBARLA (—F
TERFBMEMNRE  FHE  HENEE
MR M —RBNETIZR T2 ERME
EfE L BEHEETREMNIARE
BEER _ZT—HNF+—-AE_ZFT—-RFh
ABERNZBERNBNAERAR (—HER
REFEREGETER R  EANBER %
BRAE S BMBIBEMF AR FREGOHRE)
R R > B B AR R ECRIA K
By R A& BRI N B 1 R HELE -

BEER_ZEZENF+EAEAEILEMREFTK
BEY EETEKREEEEBELEBN I
RIE——FNAERATRBAEEEER
2E O EITETRESETEBRLISM -

Y ERES)



CORPORATE GOVERNANCE REPORT
TERERRS

The Company is committed to the establishment of good
corporate governance practices and procedures with a view
to being a transparent and responsible organisation which is
open and accountable to the shareholders of the Company. The
Board strives to adhere to the principles of corporate governance
and has adopted sound corporate governance practices to
meet the legal and commercial standards, focusing on areas
such as internal control, fair disclosure and accountability to all
shareholders of the Company to ensure the transparency and
accountability of all operations of the Company. The Company
believes that effective corporate governance is an essential
factor to create more value for the shareholders of the Company.
The Board will continue to review and improve the corporate
governance practices of the Group from time to time to ensure
that the Group is led by an effective Board in order to optimise
return.

Adoption and compliance of corporate
governance practices

The Company has adopted a set of corporate governance
practices which aligns with the code provisions of the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14
of The Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) since the Listing Date. Except for
code provision A.2.1, the Company has complied with the code
provisions set out in the CG Code from the Listing Date up to 31
December 2019.

Code provision A.2.1 of the CG Code states that the roles of
chairman and chief executive should be separate and should
not be performed by the same individual. Under the current
organisation structure of the Company, Mr. Li Chengjun is the
Group’s chief executive officer, and he also performs as the
chairman of the Board as he has considerable experience in
the mobile communication industry. The Board believes that
vesting the roles of both the chairman of our Board and the chief
executive officer in the same person has the benefit of ensuring
consistent leadership within the Group and enables more
effective and efficient overall strategic planning of the Group.
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Although Mr. Li Chengjun performs both the roles of chairman
of the board and chief executive officer, the division of
responsibilities between the chairman of the board and chief
executive officer is clearly established. In general, the chairman
of the board is responsible for supervising the functions and
performance of the Board, while the chief executive officer is
responsible for the management of the Group’s businesses. The
two roles are performed by Mr. Li Chengjun distinctly. Further,
the current structure does not impair the balance of power and
authority between the Board and management of the Company
given the appropriate delegation of the power of the Board
and the effective functions of the independent non-executive
Directors.

Model code for securities transactions
by directors of listed issuers (the “Model
Code”)

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

Chairman and chief executive officer

CG Code provisions A.2.1 stipulates that the roles of chairman
and chief executive officer should be separate and should not
be performed by the same individual. The Company does not
segregate the roles of chairman and chief executive officer and
Mr. Li Chengjun currently holds both of the chairman and chief
executive officer positions, as explained in the paragraph headed
“Adoption and compliance of corporate governance practices”
above in this Corporate Governance Report.
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Independent non-executive directors

The independent non-executive Directors are highly skilled
professionals with a broad range of expertise and experience
in the fields of accounting, finance, business and corporate
governance. Their skills, expertise and number in the Board
ensure that strong independent views and judgement are
brought in the Board’s deliberations and that such views and
judgement carry weight in the Board’s decision-making process.
Their presence and participation also enable the Board to
maintain high standards of compliance in financial and other
mandatory reporting requirements, and provide adequate checks
and balances to safeguard the interests of the Company and its
shareholders. The Company annually assesses the independence
of each independent non-executive Director during their terms
of appointment. During the year ended 31 December 2019, the
Company received from each of the independent non-executive
Directors a written confirmation of their independence pursuant
to Rule 3.13 of the Listing Rules. The Company considers that all
the independent non-executive Directors are independent from
the Listing Date to the date of this report.
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The Board

The Board currently comprises four executive Directors and four
independent non-executive Directors. The Board’s composition
as at 31 December 2019 is set out as follows:

Executive Directors

Exg

EEeRMNERTEE RN BEIIENT
EXEK -R-_FT-NAF+-_A=+—H &
EHMEREIIIT

HITES

Date of joining

Name Age Gender the Group Roles and responsibilities
®A Fie MH MAZREEH B BERBE
Mr. Li Chengjun 47 Male 16 September 2009 Corporate strategic planning, overseeing
THEERE S —EZENFNATA the overall operations, day-to-day
management and business development
of the Group
REBNARIRERE EERRBEE -
HEEELREBER
Mr. Xiong Bin 42 Male 16 September 2009 Overseeing the sales and marketing of
A o S —EENFNATNA the Group
EEAEENEE NTISHER
Mr. Li Hongxing 40 Male 24 November 2009 Overseeing the research and
THERE ES “ETAFE+—HA-+MHE  development of the Group’s products
EERNEBEMNFE
Mr. Guo Qinglin 36 Male 18 January 2010 Managing the operation of supply chain
SEMT A 5 —F-TF—H+/\H and sales activities of the Group
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Independent Non-executive Directors

Date of joining

BAFHITES

Name Age Gender the Group Roles and responsibilities

" E Fie A MAREBEH B BERBE

Mr. Hung Wai Man 51 Male 18 October 2019 Supervising and providing independent

HAEREE £ —E-NF+A+NAR judgement to the Board
EERRESSRME LA

Mr. Wong Kwan Kit a7 Male 18 October 2019 Supervising and providing independent

EENEE 5 —FE-hF+HTNAR judgement to the Board
EERRESTSRMB LA

Mr. Lu Brian Yong Chen 55 Male 18 October 2019 Supervising and providing independent

BOKERE A S —ET-NF+A+NAR judgement to the Board
EERREFGIRMIB L HIE

Ms. Tseng Chin | 51 Female 18 October 2019 Supervising and providing independent

BERL T Z —E-NF+A+NAR judgement to the Board

For the biographical details of and relationships among the
members of the Board, please refer to the section headed
“Biographical Details of Directors and Senior Management” in this
annual report.

The Directors believe that the composition of the Board reflects
the necessary balance of skills and experience appropriate for the
requirements of the business development of the Group and for
effective leadership as the executive Directors possess extensive
experience in managing the Group’s business operations; and
professional knowledge in the telecommunication and internet
industry, while the four independent non-executive Directors
possess professional knowledge and broad experience in
accounting, finance, business and corporate governance. The
Directors are of the opinion that the current Board structure
can ensure the independence and objectivity of the Board and
provide a system of checks and balances to safeguard the
interests of the Company and its shareholders.

The Board is responsible for the leadership and control of the
Company and it delegates the day-to-day operations of the
Group to the management. Management of the Group report
periodically to the Board their work and business decisions. The
Board also oversees the Group’s business, strategic decisions
and performance and is collectively responsible for promoting the
success of the Company by directing and supervising its affairs.
Directors of the Board shall take decisions objectively in the
interests of the Company and its shareholders.
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Appointment, re-election and removal of
directors

Each of the executive Directors has entered into a service
contract with the Company for a term of three years commencing
on the Listing Date, until terminated by enter party giving not
less than three months’ notice in writing to the other. Each of
the independent non-executive Directors has entered into an
appointment letter with the Company for a term of three years
commencing on Listing Date, until terminated by either party
giving not less than three months’ notice in writing to the other.

According to article 109(a) of the articles of association of the
Company (the “Articles”), at each annual general meeting one-
third of the Directors for the time being, or, if their number is not
three or a multiple of three, then the number nearest to but not
less than one-third, shall retire from office by rotation, provided
that every Director (including those appointed for a specific term)
shall be subject to retirement by rotation at least once every
three years. A retiring Director shall be eligible for re-election. The
Company at the general meeting at which a Director retires may
fill the vacated office.

According to article 113 of the Articles, the Board shall have
power from time to time and at any time to appoint any person
as a Director either to fill a casual vacancy or as an additional
Director, provided that the number of Directors so appointed
shall not exceed the maximum number determined from time
to time by the shareholders in general meeting. Any Director
appointed by the Board to fill a casual vacancy shall hold office
only until the first general meeting of the Company after his
appointment and be subject to re-election at such meeting. Any
Director appointed by the Board as an addition to the existing
Board shall hold office only until the next following annual general
meeting of the Company and shall then be eligible for re-election.
Any Director appointed under this article shall not be taken into
account in determining the Directors or the number of Directors
who are to retire by rotation at an annual general meeting.

All Directors are subject to retirement by rotation as required by
the Articles.

According to 109(a) of the Articles, Mr. Li Chengjun and Mr. Xiong
Bin will retire by rotation and, being eligible, offer themselves
for re-election at the forthcoming annual general meeting of the
Company.

According to 113 of the Articles, Mr. Li Hongxing, Mr. Guo
Qinglin, Mr. Hung Wai Man, Mr. Wong Kwan Kit, Mr. Lu Brian
Yong Chen and Ms. Tseng Chin | shall hold office only until the
forthcoming annual general meeting, and being eligible, offer
themselves for re-election at the forthcoming annual general
meeting of the Company.
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Board diversity policy

The Company adopted a board diversity policy (the “Board
Diversity Policy”) on 12 November 2019, which sets out the
objective and approach to achieve and maintain diversity on
the Board in order to enhance the effectiveness of the Board.
The Board Diversity Policy provides that the Company should
endeavor to ensure that the Board members have the appropriate
balance of skills, experience, and diversity of perspectives that
are required to support the execution of its business strategy.

All Board appointments will be based on meritocracy, and
candidates will be considered against appropriate criteria and the
attributes that they will bring to the Board to complement and
enrich the competencies, experience and diversity of the Board.
Pursuant to the Board Diversity Policy, a number of factors will
be taken into account in determining the board composition to
achieve board diversity, including but not limited to professional
experience, skills, knowledge, age, gender, education, cultural
background and length of service.

The Nomination Committee reviews the Board Diversity Policy
from time to time to ensure its continued effectiveness, such
as assessing annually on the board’s diversity profile and
gender balance. The Nomination Committee would discuss any
revisions to the Board Diversity Policy that may be required and
recommend any such revisions and the appointment of suitable
candidates to the Board for consideration and approval.

Nomination policy

The Company has adopted a nomination policy (the “Nomination
Policy”) which sets out the criteria, process and procedures for
the Nomination Committee to recommend suitable candidates for
directorship with a view to ensuring that the Board has a balance
of skills, experience and diversity of perspectives appropriate to
the requirements of the Company’s business.

Selection criteria
The Nomination Committee will propose a candidate for
nomination or a Director for re-election based on the followings:

—  the Board Diversity Policy and the requirements under the
Listing Rules;

—  the expected contribution the candidate would add to the
Board and to ensure the Board has a balance of skills,
experience and diversity of perspectives appropriate to the
requirements of the Company’s business;

— the candidate or the re-elected Director is able to commit
and devote sufficient time and attention to the Company’s
affairs;
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- the level of independence from the Company, and potential - AR BBUEE  URIEREASKEEE
or actual conflicts of interest of the candidate or the re- FNESEBEERERNZER &

elected Director; and

—  other relevant factors considered by Nomination Committee

RE2ZBERERNBRE B/ H M ER

on a case-by-case basis. £

The aforesaid factors are for reference only, and not meant to  FMlAXEHR-LZE  UTNEEREMERE
be exhaustive and decisive. The Nomination Committee has the T ERFEMHIEA - REBZE A WIBIES

discretion to nominate any person as it considers appropriate. ERBEHEMEMAL -
Nomination process REBRE

The Nomination Committee is responsible for ensuring that the IERZE @B ERFHMEZERNIER BIES
selection criteria are being applied consistently and fairly in the E—H R AFER  WRIZMHBEE TN H#H
nomination process and confirming the same to the Board when EBEREHHEZSHAC —SLQAFEM -

making its recommendation on appointment.

A. Procedures for appointment of new Director A EwRFESEF
Subject to the provisions in the Articles, if the Board ETERMBAABEXHBEALT MEZS
recognises the need to appoint a new Director, the following BRETETwHES ERIUATERF:

procedures should be adopted:

— the Nomination Committee identifies candidates in -
accordance with the selection criteria set out in the
Nomination Policy and with the assistance from the
Group’s human resources department and external
agencies (if necessary);

—  the Nomination Committee evaluates the candidates -
and recommends to the Board the appointment of the

appropriate candidate for directorship; and

— the Board decides the appointment based upon the -
recommendation of the Nomination Committee.
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B. Procedures for re-election of Director at general
meeting
Procedures for re-election of Director at general meeting are
set out as follows:

— the Nomination Committee reviews the overall
contribution to the Company of the retiring Director;

- the Nomination Committee also reviews and
determines whether the retiring Director continues to
meet the selection criteria set out in the Nomination
Policy; and

— the Nomination Committee shall recommend to the
Board which shall then make recommendation to
shareholders in respect of the proposed re-election of
Director at the general meeting.

C. Procedures for nomination by shareholders

Procedures for nomination by shareholders are set out as
follows:

— the Company’s website sets out the procedures for
shareholders to propose a person for election as a
Director; and

—  for any person that is nominated by a shareholder for
election as a Director at the general meeting of the
Company, the Nomination Committee shall evaluate
such candidate based on the selection criteria
set out in the Nomination Policy and to determine
whether such candidate is qualified for directorship
and where appropriate, the Nomination Committee
shall recommend to the Board which shall then make
recommendation to shareholders in respect of the
proposed election of Director at the general meeting.

Monitoring and reporting

The Nomination Committee will report annually, in the Corporate
Governance section of the Company’s Annual Report, how
the Policy is being applied in recommending candidates for
directorship and retiring Directors for re-election during the year.

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.
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For the year ended 31 December 2019, the Nomination
Committee conducted the followings:

—  reviewed and confirmed the structure, size and composition
of the Board and the split between number of executive
Directors and independent non-executive Directors remained
appropriate for the Board to perform its duties;

- reviewed and confirmed the Board has a diverse mix of
skills, knowledge, experience and gender;

—  reviewed the Board Diversity Policy; and

—  formulated the Nomination Policy and made a recommendation
to the Board for adoption.

Proceedings of board meetings and board
committee meetings

The Board may meet for the dispatch of business, adjourn and
otherwise regulate its meeting and proceedings as it thinks fit
and may determine the quorum necessary for the transaction
of business. An annual general meeting of the Company (the
“AGM”) shall be called by at least 21 days’ (and not less than
20 clear business days’) notice in writing, and a general meeting
of the Company, other than an AGM, shall be called by at least
14 days’ (and not less than 10 clear business days’) notice in
writing. A meeting of the Board or any committee of the Board
may be held by means of such telephone, electronic or other
communication facilities as permit all persons participating in the
meeting.

A Director shall not vote (nor shall he be counted in the quorum)
on any resolution of the Board in respect of any contract
or arrangement or proposal in which he or any of his close
associate(s) has/have a material interest, and if he shall do so his
vote shall not be counted (nor shall he be counted in the quorum
for that resolution).
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Set out below are details of the attendance record of each
Director at the Board, committee and general meetings of the
Company held during the period from the Listing Date to the date
of this report:

UTHEIBREELFE LTRAYERARER
HMBTNARREEESH 28885
KRR A GO AL

Attendance/Number of Meetings Held

HEE/ GREMRY
Regular Audit Nomination ~ Remuneration
Board Committee Committee Committee General
Meeting Meeting Meeting Meeting Meeting
Name of Directors Y EREZEEE ENZROSE REZECEE FMzEeeE eS|
Executive Directors BITES
Mr. Li Chengjun THRERE 11 - 11 - -
Mr. Xiong Bin i 17 - - - -
Mr. Li Hongxing TIERE 17 - - - -
Mr. Guo Qinglin PEMEE 1 - - - -
Independent Non-Executive Directors B FH{TES
Mr. Hung Wai Man HAREE 17 2/2 - 11 -
Mr. Wong Kwan Kit BRAEE 11 2/2 11 111 -
Mr. Lu Brian Yong Chen BkREE 17 2/2 17 17 -
Ms. Tseng Chin | BhErT 17 - 17 17 -
* represents Chairman of the Board or committee EEFEENLESCTE

As the Shares were only listed on the Stock Exchange in
November 2019, during the period from the Listing Date to the
date of this report, one regular Board meeting was held. The
Board will make arrangements for holding at least four regular
Board Meetings in each financial year.

The Board has established three committees: (i) the audit
committee (“Audit Committee”); (i) the remuneration committee
(“Remuneration Committee”); and (jii) the nomination committee
(“Nomination Committee”), for overseeing particular aspects
of the Company’s affairs. All committees have been established
with defined written terms of reference, which were posted on
the websites of the Stock Exchange (www.hkex.com.hk) and the
Company (www.sprocomm.com). All committees should report
to the Board on their decisions or recommendations made. All
committees are provided with sufficient resources to discharge
their duties and, upon reasonable request, are able to seek
independent professional advice in appropriate circumstances, at
the Company’s expense.
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Audit committee

The Company has established the Audit Committee on 18
October 2019 with written terms of reference in compliance with
Rule 3.21 of the Listing Rules and the CG Code. The terms of
reference of the Audit Committee are available on the websites of
the Stock Exchange and the Company.

The Audit Committee consists of three independent non-
executive Directors, namely Mr. Wong Kwan Kit, Mr. Lu Brian
Yong Chen and Mr. Hung Wan Man. Mr. Wong Kwan Kit is the
chairman of the Audit Committee.

The primary duties of the Audit Committee include ensuring
that an effective financial reporting, internal control and risk
management systems are in place and compliance of the
Listing Rules, reviewing the financial statements, making
recommendations to the Board on the appointment and removal
of external auditors and assessing their independence and
qualifications, and ensuring the effective communication with
external auditors.

During the period from the Listing Date to the date of this annual
report, the Audit Committee held two meetings and the work
performed by the Audit Committee was summarised as follows:

1. reviewed the Company’s annual results announcement for
the year ended 31 December 2019

2. reviewed the Company’s annual report for the year ended
31 December 2019, which set out the Group’s accounting

policies, financial performance and position;

3. reviewed the findings and recommendations from external
auditors and the independent internal control reviewer;
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4. reviewed the independence of the external auditors and
engagement of external auditors;

5. reviewed the audit plan, internal control plan, the
development in accounting standards and their effects on
the Group, financial reporting and risk management matters;

6. reviewed the adequacy of resources, qualifications and
experience of staff in the Group’s accounting and financial
reporting functions; and

7. reviewed the effectiveness of the Group’s risk management
and internal control systems.

Remuneration committee

The Company has established the Remuneration Committee on
18 October 2019 with written terms of reference in compliance
with Rule 3.25 of the Listing Rules and the CG Code. The terms
of reference of the Remuneration Committee are available on the
websites of the Stock Exchange and the Company.

The Remuneration Committee consists of four independent
non-executive Directors, namely Mr. Hung Wai Man, Mr. Wong
Kwan Kit, Mr. Lu Brian Yong Chen and Ms. Tseng Chin |. Mr.
Hung Wai Man is the chairman of the Remuneration Committee.

The primary duties of the Remuneration Committee include
making recommendations to the Board in determining the
remuneration policy for and remuneration packages of the
Directors and senior management, reviewing incentive schemes
and service contracts of the Directors and senior management,
and evaluating the performance of the Directors and senior
management.

During the period from the Listing Date to the date of this annual
report, the Remuneration Committee held one meeting to review
and the work performed by the Remuneration Committee was
summarised as follows:

1. made recommendations to the Board on the remuneration
packages of Directors, senior management and employees
of the Group;

2. reviewed the appropriateness of the remuneration policy;
and

3. evaluated the performance of Directors and senior
management of the Group.
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Nomination committee
The Company has established a Nomination Committee on 18
October 2019 with written terms of reference in compliance
with CG Code provision A.5.1. The terms of reference of the
Nomination Committee are available on the websites of the Stock
Exchange and the Company.

The Nomination Committee consists of four Directors, namely
Mr. Li Chengjun, Mr. Wong Kwan Kit, Mr. Lu Brian Yong Chen
and Ms. Tseng Chin I. Mr. Li Chengjun is the chairman of the
Nomination Committee.

The primary duties of the Nomination Committee include
assisting the Board in identifying suitable candidates for the
Directors and making recommendations to the Board, assessing
the structure and composition of the Board, preparing, making
recommendations to and supervising the execution of the board
diversity policy and nomination policy of the Company.

During the period from the Listing Date to the date of this annual
report, the Nomination Committee held one meeting and the
work performed by the Nomination Committee was summarised
in the paragraph headed “Nomination policy” of this corporate
governance report.

Dividend policy

The Company has adopted a dividend policy (the “Dividend
Policy”) which aims to ensure sustainable development of its
business operations and to provide a favorable return to its
shareholders.

Declaration of dividend will be made at the discretion of the
Board and will be based upon the Group’s earnings, cash
flows, financial conditions, capital requirements, statutory fund
reserve requirements and any other conditions that our Directors
consider relevant. The declaration, payment and amount of
dividend will also be subject to the Company’s constitutional
documents including, where necessary, the approval of the
shareholders.
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The Board will review the Dividend Policy from time to time and
may exercise its sole and absolute discretion to update, amend
and/or modify the Dividend Policy at any time as the Board thinks
fit and necessary. There is no assurance that dividends will be
paid in any particular amount for any given period. The Dividend
Policy shall in no way constitute a legally binding commitment
by the Company that any dividend will be paid in any particular
amount and/or in no way obligate the Company to declare a
dividend at any time or from time to time.

Corporate governance function

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

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

2. 1o review and monitor the training and continuous
professional development of directors and senior
management;

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

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

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

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

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

RIEEXREATAGRNFEALSK =2RES
FLEBBEEXHRBABABERMEFNS
ZHBRXEE BRESHEFSEHAY
KRIBEZER - ARRIEE BN EEI
WEERAEE2AE  BEMBE -#HE—
E-NF+_A=+—BLEFE ARFLD
LHRAMBEERHENI -BE_T—NF
T-A=+—HLFE EZ2ETIHE
BXRER:

Training Reading
organised materials
by professional updating on
organisations new rules and
HERE regulations
EFRrEdl MEHEE
(Note 1) BRI
Name of Directors EEnE (st 1) RENER
Executive Directors HITES
Mr. Li Chengjun THRELE v v
Mr. Xiong Bin BRI ST A v v/
Mr. Li Hongxing TR RE v v/
Mr. Guo Qinglin BEMESE v v
Independent Non-Executive Directors ~ BYFHTEE
Mr. Hung Wai Man HERTE v v
Mr. Wong Kwan Kit BEEANLE v v
Mr. Lu Brian Yong Chen Bk v v
Ms. Tseng Chin | BEAZT v/ v
Notes: HaF -
1. Professional training was arranged by the Company to update the Directors’ 1. AATGLHEEEZIUNEHEETNHE -
knowledge.

2. The Company received from each of the Directors the confirmations on
taking continuous professional training.
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Auditor’s remuneration

The Company engaged SHINEWING (HK) CPA Limited as its
auditor for the year ended 31 December 2019. There was no
disagreement between the Board and the Audit Committee
on the selection, appointment, resignation or dismissal of the
auditor.

During the year ended 31 December 2019, the remuneration
paid/payable to SHINEWING (HK) CPA Limited is set out as
follows:

o B8 Bl 57 B
BE-T-AF+-A=+—BALFE &
REARBEKEN (E8) GHAEHHAAR
DRABHGHE - EERRBHZARHIE -
EE - BERREERAMLEE RS -

BE-—T-AE+-A=+-RILEE £
KRR (BB) BAMEBHERA DM
JRENHHESIT -

Remuneration

Services rendered paid/payable
R0 AR 7 B, e 1 5 B
RMB’000

ARETF T

Audit services E % RS 920
Non-audit services IEFNZ RS -
Total st 920

Acknowledgement of responsibility for
consolidated financial statements

The Directors acknowledge their responsibilities for preparing the
consolidated financial statements of the Group for the year ended
31 December 2019. In preparing the consolidated financial
statements for the year ended 31 December 2019, the Directors:

e assessed the reasonableness of preparing the consolidated
financial statements taking into consideration the Group’s
financial performance, position, cashflows and liquidity
ratios;

e selected suitable accounting policies and applied them
consistently; and

e made judgements and estimates in a prudent, fair and
reasonable manner.

The Directors are not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the
Company’s ability to continue as a going concern. The statement
of the independent auditor of the Company about their reporting
responsibilities on the consolidated financial statements is set out
in the section headed “Independent Auditor’s Report” from page
101 to page 108 of this annual report.
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Internal control

Risk Management and Internal Control

The Board emphasises on the importance of risk management
and internal controls on the Group’s business operations and
development and acknowledges its overall responsibility for the
risk management and internal control systems and the review of
their effectiveness.

The Board evaluates and determines the nature and extent of
risks it is willing to accept, while achieving the Group’s strategic
business objectives. The Board also ensures implementation
and maintenance of effective risk management and internal
control systems; and oversees management in the design,
implementation and monitoring of the risk management and
internal control systems.

The Board has delegated the responsibility to physically
implement and maintain the risk management and internal control
systems to the management of the Company. The management,
under the supervision of the Board, has implemented and
maintained appropriate and effective risk management and
internal control system, which aims to manage and reduce
(i) risks associated with the Group’s daily operations; (ii) risks
of failing to achieve business objectives; (iii) risks of asset
misappropriation; and (iv) risks of making potential material
misstatements or losses. However, the risk management and
internal control system can only provide reasonable and not
absolute assurance against material misstatements or losses.

The Group does not have an internal audit function. Taking into
account the size, nature and complexity of the Group’s business,
the Board have sufficient capacity to oversee the design and
implementation of the risk management and internal control
system and to assess its effectiveness, and accordingly there is
no immediate need to set up an internal audit function within the
Group.
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The process to identify, evaluate and manage risks are carried
out on a regular and on-going basis. These processes are
summarised as follows:

Risk identification

° Identify risks that may potentially affect the Group’s business
and operations.

Risk assessment

e  Assess the impact and consequence of the identified risks
on the business and the likelihood of their occurrence.

Response to findings of risk assessment
° Prioritise the risks by comparing the results of the risk
assessment; and

e Determine the risk management strategies and internal
control processes to prevent, avoid or mitigate the risks.

Risk monitoring and reporting

e Perform ongoing and regular monitoring of the risks and
ensure that appropriate internal control processes are in
place;

° Enhance the risk management strategies and internal
control processes in case of any significant change of
situation; and

e Report the results and effectiveness of risk management
and internal control to the Board regularly.

In relation to the handling and dissemination of inside information,
the Group has implemented in information disclosure policy
to ensure potential inside information being captured and
confidentiality of such information being maintained until
consistent and timely disclosure are made in accordance with the
Listing Rules. The policy is summarised as follows:

e  Designated reporting channels from different operations
informing any potential inside information to designated
departments;

° Designated persons and departments to determine further
escalation and disclosure as required; and

° Designated persons authorised to act as spokespersons
and respond to external enquiries.
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During the year ended 31 December 2019, the Group
engaged an independent internal control reviewer to review
the effectiveness of its risk management and internal control
system. The scope of review was determined by the Board.
The independent internal control reviewer submitted a report
of findings and areas for improvement to the management.
The management presented these findings and areas for
improvements to the Board and Audit Committee. Having
considered (i) the existence of the risk management and internal
control system; (i) the findings of the independent internal control
reviewer; (i) management will take into account the areas for
improvement suggested by the independent internal control
reviewer and further enhance the risk management and internal
control system, the Board and Audit Committee were of the view
that the Group had no material internal control deficiencies and
its risk management and internal control systems were effective
and adequate.

Company secretary

Ms. Jian Xuegen (“Ms. Jian”) was appointed as the company
secretary of the Company on 21 September 2019 and is
responsible for overseeing all the company secretarial matters
of the Group. In the opinion of the Board, Ms. Jian possesses
the necessary qualification and experience, and is capable of
performing the functions of a company secretary. During the
year ended 31 December 2019, Ms. Jian confirmed that she has
taken no less than 15 hours of relevant professional training as
required under Rule 3.29 of the Listing Rules.

Shareholders’ rights

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

Pursuant to article 64 of the Articles, extraordinary general
meeting shall be convened on the requisition of one or more
shareholders of the Company holding, at the date of deposit of
the requisition, not less than one-tenth of the paid-up capital
of the Company having the right of voting at general meetings.
Such requisition shall be made in writing to the Board or the
company secretary of the Company for the purpose of requiring
an extraordinary general meeting to be called by the Board for
the transaction of any business specified in such requisition.
Such meeting shall be held within two months after the deposit of
such requisition. If within 21 days of such deposit, the Board fails
to proceed to convene such meeting, the requisition(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.

Putting enquiries by shareholders to the Board
Shareholders may send written enquiries to the Company for the
attention of the company secretary at the Company’s principal
place of business in Hong Kong.

Procedures for putting forward proposals by
shareholders at shareholders’ meetings
Shareholders of the Company are requested to follow article
64 of the Articles for including a resolution at an extraordinary
general meeting. The requirements and procedures are set out
above in the paragraph headed “Shareholders to convene an
extraordinary general meeting”.

Pursuant to article 114 of the Articles, no person (other than
a retiring Director) shall, unless recommended by the Board
for election, be eligible for election to the office of Director at
any general meeting, unless notice in writing of the intention
to propose that person for election as a Director and notice in
writing by that person of his willingness to be elected shall have
been lodged at the head office of the Company or at the Hong
Kong branch share registrar and transfer office of the Company.
The period for lodgement of the notices required under this
Article will commence no earlier than the day after the despatch
of the notice of the general meeting appointed for such election
and end no later than seven days prior to the date of such
general meeting and the minimum length of the period during
which such notices to the Company may be given will be at least
seven days.

BRRBABRREFRIAE

RIBAARIFE 6415 AR — R A ERE (R
EEEREAREERNERARE LRER
ARBFHEBRARNIDR D2 —F) BEREIA
EANARNEEERARBAZAAMERE
RN MABREZS EHREET
RENRBEERAFIANEMNEE - ZAE
ARNZEEREZERMEAARIT - WA
MEZ2R2IBAN - EFTS@REARZKE
APEEZRALTAABRTAARAE  MA
RAIBRARE2BRLATENABEAEZEX
ATREFERETRAGMELNAIERX

BROEEERMA
BRRABBADANEBEBLEMB AL
RABHEASH  LEBYRAEABAANE -

BRERBRRAERZBRENERF

ARABRABRFRIAGRZREREGA
TR 64 15 o RE RAZFEN XTI
BRARRFHIAEG] —& -

RIFARIE 11405 BRREEFIH - EAAL
IMAEERHESE HEEREEARR
RELERREEE RIEAQFDENFR
IARRBEERNBFPERYREWE —H
EmAN HAXKARREZEEZALS
BEEZR UM —OOZERSEHEBALR
RMRBEBFRAEA - RIFA R EREH
MEIEAR TR R FRETETEENRRE
AREBANEAMG YETNERERERER
AREBRHA AT MAARRAELHEH
BANREHEAZL /LR -

—Z— NEFH Sprocomm Intelligence Limited D7



CORPORATE GOVERNANCE REPORT
EEARE

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

Investors relations

The Company is committed to a policy of open and regular
communication and reasonable disclosure of information to its
shareholders. Information of the Company is disseminated to the
shareholders in the following manner:

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

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

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

The Company has in place a shareholder communication
policy to ensure that Shareholders' views and concerns are
appropriately addressed. The policy is regularly reviewed to
ensure its effectiveness.

The Company keeps on promoting investor relations and
enhancing communication with the existing shareholders and
potential investors. It welcomes suggestions from investors,
stakeholders and the public. Enquiries to the Board or the
Company may be sent by post to the Company’s head office.
The Company also maintains a website at www.sprocomm.com
where up-to-date information and updates of the Company’s
operations, performances and strategies are available to public
access.

Constitutional documents

On 18 October 2019, the Company adopted an amended and
restated memorandum and articles of association which had
been uploaded to the websites of the Company and the Stock
Exchange. Save as disclosed above, there had been no changes
in the constitutional documents of the Company during the year
ended 31 December 2019.
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Scope and reporting period

The Group presents its first Environmental, Social and
Governance (“ESG”) report, which highlights its ESG performance
from 1 January 2019 to 31 December 2019.

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

The Group is an ODM mobile phone supplier based in the PRC,
primarily engaged in research and development, designing,
manufacturing and sale of mobile phones, PCBAs for mobile
phones and loT related products, targeting emerging markets.
The Group operates two production bases in the PRC, including
one in Shenzhen that is responsible for the mobile phone
assembly and the other one in Luzhou that is equipped with SMT
lines for the production of PCBAs.

The scope of this ESG report would focus on the Group’s
business in the PRC, where the Group carries out its principal
business operations and most of its employees and assets
are located. The Group’s operations outside the PRC were
not included in the scope as they do not have significant
environmental and social impacts.

ESG governance

The board of directors (the “Board”) holds the overall
responsibility for the Group’s ESG strategy and reporting by
overseeing the overall governance and progress of the Group’s
ESG management system, policies, commitments, strategies and
objectives.

Management of the Group is responsible for the collection and
analysis of ESG data, implementation of appropriate measures to
improve the Group’s ESG performance, assessment of whether
current ESG policies and improvement measures are effective,
compliance with relevant ESG laws and regulations and the
reporting of major issues to the Board.

The data and information in this ESG report are sourced from
the relevant documents, reports, statistical data, management
and operation information collected by the Group. The Board has
reviewed the contents of this ESG report.
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Stakeholder engagement

The Group values the contributions from its stakeholders as they
can bring potential impacts to the Group’s business. The Group
maintains regular communications with its stakeholders from time
to collect their views on the ESG aspects that they regard as
relevant and important. Its key stakeholders include governments
and regulatory bodies, shareholders, employees, customers,
suppliers and the public society. The Group maintains an open
and transparent dialogue with its stakeholders through various
channels including meetings, trade exhibitions, surveys, seminars
and workshops.

The following table summarises the main expectations and
concerns of the key stakeholders identified by the Group, and the
corresponding management responses.

K ESH
AEE+HERUEBABEEZENRTNE
BR - AEEFEREFNERB  THKER
ERRERE HELRELAHENEERR -
AEENTERNERRBRNREE®E -
BR--BE TP HEBLKHLEAR - KK
EEgeRE BERE #FE HMHERIE
DEZEBRE  BROEIFAEAR

TRPEAREMBNEBZRNHENETER
MBI AR EIREHEEREE -

Management responses/

Stakeholders Expectations Communication channels
BHE FEH EEEOE BERE
Governments and regulatory bodies e  Compliance with laws and e Compliance operation
BT & EEE g regulations o HHEE
o BSPIREER e Tax payment in full and on time
e Tax payment in accordance o IRRERFEMB
with laws
o HORMT
Shareholders o Financial results e To improve profitability
IR s MBXE o RAAFIEES
° Corporate transparency ° Regular information disclosure
o  EFH e TEHIEEEE
e Sound risk control e  To optimise risk management
o BEREMEIRE and internal control
o B(bREREIR KNI
Employees e  Career development platform e Promotion mechanism
(=] e BEZTRTAE o ETTHH
e  Salary and benefits e Competitive salary and employee
o HENKET benefits
e Safe working environment s BABFhNFeREERT

e LREREIERE
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Management responses/

Stakeholders Expectations Communication channels
=0 A EHEEDE BERE
Customers e Logistics and delivery service o To get delivery status through
®P standards product tracking system

o WIRKBLERISRLE

o Customer information
security

s ZEPERELE

e Customer rights and interests
protection

o EFPEGZRE

Suppliers o Integrity cooperation
HEm e WMIEAE
e  Business ethics and
credibility

. BEREERES

Society and the public o Environmental protection
HEOR o IRIFRE

o Employment opportunities

e [ERE®E

BIBEMmBM RSB ESEENR

R

Customer privacy protection
BERPLEBRE
Compliance marketing
BHE

To build a responsible supply
chain

BB EMNMERE

To perform the contract
according to law
BOEBITAH

To reduce environmental
pollutions

WA ERIR S A

To put into use environmental
protection and energy saving
equipment
ERRRENBERE

To provide equal employment
opportunities

REFERRES

Materiality assessment BEEMFTM
With reference to the scopes as required under the ESG  Ax&=m@ma#=mEiE . HeEREsmEiEs|lHE

Reporting Guide and taking into consideration of the Group’s ¢ & & ;ﬂ] EEEELE

business operations, the Group identified the following  #z= —

B /A

and relevant to the Group’s business operations during the year — RELHY A i S B LA BE 32 [y fR A 34 S5 =5 IE
ended 31 December 2019. If the Group does not implement  KEBE BN E L kB & F 5|2
effective strategies to monitor and solve these issues, these  KE@FEBHREBME  E— S HLEE
issues may affect the Group’s financial condition or operating it & g @ EIEM (T T &2 B MY -

performance. Further, the Group made a materiality assessment
on these environmental, social and operating issues by
conducting interviews with its stakeholders.

ZZ—NFFH Sprocomm Inteligence Limited
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Environmental issues

Social issues

Operating issues

RIREE HEEE BEZEE
1. Greenhouse gas emissions 8.  Local community engagement ~ 15. Economic value generated
= SRS HE AL LM A= EENKBEEE

2. Energy consumption

BETRIH#E

3. Water consumption

KRB RE

4.  Waste
&Y

5. Saving energy measures

Paranp N ==

ENREtE It

6. Use of raw materials and
packaging materials

R R B RHE A

7. Compliance with laws
and regulations relating to
environmental protection

BT RIREERENR

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

10.

11.

12.

13.

14.

stakeholders and business operations.

Community investment

HERE

Occupational health and safety
BERRERLZR

Labour standards in supply
chain
HEgES TIRE

Training and development
Bl R

Employee welfare

rE®EF

Inclusion and equal
opportunities
HEpmETEge

Importance to the Group’s stakeholders and

business operations

HEKEMENEREBLENERREE

ESG issues

16.

17.

18.

19.

20.

Corporate governance
TEESG

Anti-corruption
RER

Supply chain management
HEwEER

Customer satisfaction

EFMEER

Customer privacy
BEFELE

AEEZERNEREFLENEEREY
BIRE

LEERINERER -

BRI HERERER

High

G2
Medium
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Based on the results of the Group’s materiality assessment, the
Group would formulate and implement appropriate strategies to
monitor and solve the identified issues and to achieve sustainable
business development.

A. Environment

The Group acknowledges its responsibility to protect
the environment and it has implemented policies to
reduce emissions and improve the efficiency in the use of
resources.

The Group’s business operations are subject to certain
environmental requirements pursuant to the laws in the PRC
such as Environmental Protection Law of the PRC ({H %
AR H B IRH R #5%)), Evaluation of Environmental
Effects Law of the PRC ({(F#E AR LB RIZEF EFE
&), Prevention and Control of Water Pollution Law of the
PRC ({2 A R F1E K55 2558 7%)), Prevention and
Control of Atmospheric Pollution Law of the PRC ({# %
ANERELFB AR5 58%)), Prevention and Control of
Environmental Noise Pollution Law of the PRC ({# % A
REMBRIE R 52 [58)%)), Prevention and Control
of Solid Waste Pollution Law of the PRC ({7 #E A &
N BEREE Y5 AR )A)E)), and Regulations on
the Administration of Construction Project Environmental
Protection (# %18 B IRIZIREE I EH1)), and Promotion
of Cleaner Production Law of the PRC ({rh & A B 3 f1
BREERER)).

During the year ended 31 December 2019, the Group
complied with all applicable PRC environmental laws
and regulations in all material respects and had not been
subject to any material penalty in relation to environmental
protection.

AEBERRIBEENFHERERERE
EREABERMBR FEIH  EHEBA
FrE#RE-

A.

BRI
REBRAHLRREMLE  BERBER
D P RAR S B IR R BE -

AEEEBEERBTHEARE TR
BER RFEREE(PEARIME
RERELR (PEARAMBEREY
EFEE) (PEARKLAMBE KGR
AE) (R EARKMBEARISRE A
) (P EARKMBERERE S
AE) (PEARKMEEEEYSH
REPRE (BREBRRREER
GO MR EARANMBEZREERE
) e

BE-ZT-NF+-A=+—HLFE"
AEERABERTHETHBERS
BIRIBABER AU BRI I EMIRR
HEEEABLE

—Z— N4EFH Sprocomm Intelligence Limited O3



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - g RERRE

A.1 Emissions

During the Group’s production process, there are
certain wastage generated (sources of emissions)
including solid waste, water, noise and polluted air.
The Group has in place standard procedures to
manage, treat and reduce the pollution and wastage
in accordance with national and local requirements.
The Group also has in place facilities for air filtration
to ensure that the level of wastage or pollutants
generated during its production process is within
statutory limits. In addition, the Group has engaged a
professional waste disposal service company for the
disposal of hazardous wastes. To ensure compliance
with the latest environmental laws and regulations, the
Group has internal compliance manuals setting out its
goals and policies in relation to environmental matters.
The Group has been accredited with the ISO 14001
certification of environmental management system.

()  Air pollutant emissions

During the year ended 31 December 2019,
air pollutant emissions were mainly related to
petrol consumption for the use of the Group’s
self-owned vehicles, which contributed to the
emission of 14.39 kg of nitrogen oxides (NOx),
0.29 kg of sulphur oxides (SOx) and 1.06 kg of
respiratory suspended particles (PM).

(i)  Greenhouse gas emissions

A1 BERR

AREBREEBRTPEEETEY
(BEpUR) - BIEEEEY - EEXK -
RERERSE - AEBEBIRIKE
RN ERRIIZERE  LE
B REMBRLSERED K%
ERAETERBRESRNE BREEB
BRELENEDSSRAD N BBEE
THEHE NEFEEEVERERS
RAREEEREY ABRETH
FIRBEAEER  AEBZARID
ARFM ZARBEHEENEEREK
B - ANEEJVESISO 14001 383%
EIRRGRE -

() Z=R5EDHERR
HE-_Z—hNhF+-_A=*+—
HIEFE Z=RS5EMPEHRE
EHASEEREAAEMS
FAOmBR  BiE1430FTRA
S/ % (NOx) ~ 0.29 T =&k
#)(SOx) &% 1.06 F 72 AT Ik A 5%
LT (PM) °

(i) JREREEHER
Emission Percentage to
(intCO,e) total emission

HHE (HE AR E

Scope of greenhouse gas emissions &% 5 8 HE 81 E —HtmEE) Aokt
Scope 1 Direct emission EE1EEHENR
Combustion of petrol for YUE R R

mobile vehicles 46.46 2.6%
Consumption of refrigerant BRBEFEE 90.50
Scope 2 Indirect emission HiE2EIEHEN
Purchased electricity BES 4,652.76 89.1%
Scope 3 Other indirect emission &0 2 3 H fth R HE K
Paper waste disposal BERETE 0.01 8.3%
Water consumption FEK 28.76
Business air travel BTG RAT 404.40
Total F 5,222.89 100%
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Notes:

1) Emission factors were made by reference to Appendix
27 of the Main Board Listing Rules and their referred
documentation as set out by the Stock Exchange, unless
stated otherwise.

2) The above emission data does not include the removal of
CO2 contributed by recycling of paper.

During the year ended 31 December 2019, the
Group’s activities contributed to 5,222.89 tonnes
(0.1 tCO2/m2) of carbon dioxide equivalent
(carbon dioxide, methane, nitrous oxide and
hydrofluorocarbons) emission. Details of the
Group’s measures to reduce the consumption
of resources and the related emissions are
set out below. As a result of these measures,
the employees’ awareness of reducing the
consumption of resources and the related
emissions has been increased.

Petrol consumption

During the year ended 31 December 2019, the
Group’s motor vehicles travelled approximately
192,647 km, which consumed 19,688 litres of
petrol (13.8 litres of petrol per employee) and
contributed to 46.46 tonnes of carbon dioxide
equivalent emissions. To reduce the emissions
arising from petrol consumption, the Group
encourages its employees to use public transport
when they attend business activities. For business
activities that take place within walking distance,
the Group encourages its employees to walk or
cycle to the destination.

Refrigerant consumption

During the year ended 31 December 2019, the
Group consumed 50kg of refrigerant (0.04kg
per employee) in connection with the use of
air conditioning during its daily production and
office operations, which contributed to 90.50
tonnes of carbon dioxide equivalent emissions.
To reduce the emissions arising from refrigerant
consumption, the Group encourages its
employees to switch off the air conditioning when
they leave the office and production premises.
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Electricity consumption

During the year ended 31 December 2019, the
Group consumed 5,169,737kWh of electricity
(3,620 kWh per employee) in connection with
its daily production and office operations, which
contributed to 4,652.76 tonnes of carbon dioxide
equivalent emissions. To reduce the emissions
arising from electricity consumption, the Group
encourages its employees to switch off the lights
and other electricity appliances when they leave
the office and production premises.

Paper consumption

During the year ended 31 December 2019, the
Group consumed 1.8 tonnes of paper (0.001
tonnes per employee) in connection with its daily
business operations, which contributed to 0.01
tonnes of carbon dioxide equivalent emissions. To
reduce the emissions arising from paper usage,
the Group encourages its employees to conserve
paper, review documents on computers, send
messages to customers via emails, use recycled
paper and adopt double-sided printing.

Water consumption

During the year ended 31 December 2019, the
Group consumed 32,105 cubic metres of water
(22.5 cubic metres per employee) in connection
with its daily business operations, which
contributed to 28.76 tonnes of carbon dioxide
equivalent emissions. To reduce the emissions
arising from water usage, the Group encourages
its employees to conserve water and remember
to turn off the water tap after use. As a result, the
employees have increased their awareness to
reduce water usage. During the year ended 31
December 2019, the Group did not encounter any
problems in sourcing water that is fit for purpose.
Further, the Group did not consume a significant
amount of water that was and disproportional to
the scale of its business operations.
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(i)

Business air travel

The Group’s business nature requires employees
to travel by air to other countries for meetings with
customers and suppliers. They would only travel
by air when necessary and the Group keeps
track of their business air travels. During the year
ended 31 December 2019, business air travels
of the Group’s employees had contributed a total
of 404.40 tonnes of carbon dioxide equivalent
emission.

Hazardous waste

During the year ended 31 December 2019, the
Group generated minimal amount of hazardous
waste. The major hazardous waste generated by
the Group was waste light tube. To minimise the
impact on environment, the Group has engaged
a professional waste disposal service company
for the disposal of hazardous wastes. The Group
will strive to reduce generation of hazardous
waste through upgrading technologies whenever
possible.

Non-hazardous waste

During the year ended 31 December 2019, the
Group generated a total of 1,440 tonnes of non-
hazardous waste (1.01 tonnes per employee and
0.46 tonnes per million revenue denominated in
RMB). The major non-hazardous waste generated
by the Group were packaging materials generated
from the production process. The Group regularly
reminds its employees to use resources efficiently
and try to avoid generation of waste. As a result,
the employees’ awareness of waste management
has been increased.

(i)
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A.2 Use of resources

Reducing consumption of resources and enhancing
utilisation efficiency are the Group’s principles in
minimising adverse impact on the environment and
natural resources that may be caused by its business
operations. The Group has adopted a set of guidelines
to achieve efficient use of energy, water and other
resources for long-term sustainability.

During the year ended 31 December 2019, the Group’s
business activities did not cause significant adverse
impact on the environment and natural resources. The
Group’s total consumption of resources during the year
ended 31 December 2019 together with the relevant
conservation measures adopted by the Group are
detailed in the section headed “A.1 Emissions” above.

To further improve the use of resources, the Group
takes the following actions on an ongoing basis:

e  keep track of its consumption level of resources;

° review the effectiveness of its conservation
measures; and

e design improvement measures.

As a result, the Group’s employees are more aware of
the importance of using resources efficiently.
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B. Social B. #+&
B.1 Employment and labour practices Bl EERFIER
() Employment 0 ==
Total employees 1E 5482

The Group had a total number of 1,428 full-time
employees as at 31 December 2019 in the PRC.
During the year ended 31 December 2019, the
Group adjusted the number of staff according to
its actual business needs.

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

and age group:

DISTRIBUTION OF

WoE-NFT=A=+—8"
AR BT E A 1,428 B2
BB -BE-T—NFTA
S+ BILFE AEERE
HREBERERATAR -

LWTRZZE—NF+=A
—t+—HERERMFERAS S
MAEEEE H M

DISTRIBUTION OF

EMPLOYEES BY GENDER
BURE S NEE D M

EMPLOYEES BY AGE GROUP
REFREEDEE D

Female Above 50
i 5058 A
0,
23% 25% 30 or
Male below
St <ot
77% 41-50 AT
415058 46%
15%
30-41
30E415%
16%

Employee benefits and welfare

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

1ER 157

AEEERBFERERRBAA
BRANONGRERLAF B
FB-2HRE #HEREER
AFE - EBEFMHEERF
TEAL A E o #8 Bh o %7 B A5 58 —
MRBREBEEBER B -BEEF
MIFRBEE - AKBEETT
FERSHEAFERENHE
B AERINE  TEALFE T B
IR ERE -
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During the year ended 31 December 2019,
the Group maintains social insurance for its
employees pursuant to the applicable PRC laws
and regulations by making contributions to the
mandatory social insurance and housing provident
funds which provide basic retirement, medical,
work-related injury, maternity and unemployment
benefits.

During the year ended 31 December 2019, the
Group complies with the Labour Law of the PRC
and did not experience any significant disputes
with its employees or any disruption to business
operations due to labour disputes. In addition,
the Group did not experience any difficulties in
the recruitment and retention of experienced core
staff or skilled personnel.

Labour standards

During the year ended 31 December 2019, there
was no child labour nor forced labour working
in the Group. The job application requirement
specifies that job applicants must be at least 18
years old. To ensure that job applicants can meet
the age requirement, identities of job applicants
are verified against their valid identity documents,
relevant permits and certificates.

The human resources department is required
to carry out background checks to authenticate
information provided by job applicants and
is required to fill in forms that confirm hired
employees have met the age requirement. No
material non-compliance in relation to laws and
regulations regarding prevention of child and
forced labour was recorded during the year
ended 31 December 2019.
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(i)

Equal opportunity

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

Employee relations

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

Employee health and safety

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

(i)

(i)
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Occupational health and safety data for the year

BE-F-NFt+=A
ST-HLEENRERE

ended 31 December 2019 HZZHE

Work related fatality T -
Work injury cases >3 days SR EMTEEL -
Work injury cases <=3 days SARLAAWM I EER -
Lost days due to work injury TIHEEIRE -

(iv) Development and training

The Group provides comprehensive training
and development opportunities to its employees
on a regular basis. The trainings are arranged
according to needs of employees, which were
identified annually by individual departments:

a. Orientation training — To familiarise employees
with the Group’s objectives, culture, rules and
regulations, safety and product-related knowledge
on the first day of work;

b. Pre-job training — To familiarise new employees
or transferred employees with their new duties;

c. On-the-job training — To ensure that the
employees are familiar with the Group’s products,
to sharpen the sales technique and customer
service standard of sales and marketing
personnel and to ensure the production and
quality control personnel perform proper quality
control procedures.

B.2 Operating practices

U)

Supply chain management

The Group purchases raw materials and equipment
based on its own needs, specifications, quality
and safety performance of equipment, reputation,
after-sales service and delivery time of the
supplier. The Group compares different suppliers
to select qualified suppliers (based on their
product specifications, product compliances,
production management, quality management and
also corporate social responsibility performances)
before the Group enters into contract with the
qualified suppliers.
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(i)

When selecting equipment, the Group would also
consider whether the equipment is energy efficient
and environmental friendly. During the year ended
31 December 2019, the Group principally sourced
its major raw materials (including PCBAs, display
modules, camera modules and mobile chips) and
equipment from PRC suppliers.

Product responsibility
Product assurance and recall

Product quality is crucial to the Group’s continued
success. The Group places strong emphasis
on achieving a consistently high quality for its
products. To achieve such purpose, stringent
quality control measures throughout the
production process were implemented to ensure
the quality and safety of our products. The
Group’s quality control department performs
regular inspections to evaluate the effectiveness
of the quality control measures and further
enhance these measures when necessary.

The Group’s quality management system has
complied with the standard of GB/T 19001-
2016/1SO9001: 2015 Quality Management
Systems Requirements and awarded a certificate
for the design, development, production and
services of communication products, including
exportable mobile phone, on 18 January 2019,
which remains valid until 17 January 2022.
During the year ended 31 December 2019, the
Group did not experience any claims, litigations
and arbitrations or material adverse findings in
inspection by government authorities with respect
to product quality.

The Group only accepts product returns if
there is manufacture or design defect or the
product specification deviates from customers’
specifications During the year ended 31
December 2019, the Group did not experience
any product recall, material non-compliance
with laws and regulations in relation to product
safety nor receive any material complaints from
consumers.
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)

Intellectual Property Rights and Information
Security

As a mobile phone supplier with strong design
capability, the Group registers patents to
safeguard the technologies and mobile phone
applications developed by the research and
development department time to time. The Group
relies on the relevant laws and regulations to
protect its brand names, trademarks and other
intellectual property rights.

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

Anti-corruption

According to the Group’s anti-corruption policy, all
employees shall abide by the laws and regulations
of the PRC and shall not engage in any illegal
activities. Employees shall uphold the code of
ethics, advocate fair competition and act against
bribery. Any bribery, fraud, money laundering and
embezzlement are prohibited.

Employees must not accept or request any
improper benefits including banquets, gifts,
securities, valuables and high-expenditure
entertainment activities from business partners,
suppliers and merchants, etc. When there is any
alleged case in violation of laws, regulations, code
of conduct or Group’s policies, the Group will
investigate and impose disciplinary actions upon
offenders after verification.
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RE-HERE

B /A #&%

During the year ended 31 December 2019,
the Group complied with all applicable laws on
prohibiting corruption and bribery of the PRC
and there was no concluded legal case regarding
corrupt practices brought against the Group or its

employees.

B.3 Community investment

B.3

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

The ESG Reporting Guide content index of
The Stock Exchange of Hong Kong Limited
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Subject areas, aspects, Description Relevant section in the ESG
general disclosures and KPIs report/Declaration
FTEHR - EBEE —REER #HH RE HERERBENIER
BREXER BB

Aspect A1: Emissions

BEAT : By

General Disclosure Information on: A. ENVIRONMENT

— MR EHEBERNMAZEREBYEMN - MAKRIHA  AIRE

B5  AEREBETBERVNELSH

@)

(b)

the policies; and

BE R

compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to air and
greenhouse gas emissions, discharges
into water and land, and generation of
hazardous and nonhazardous waste.
BIFHBTABERTENHBEE
KRB E RS o
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Subject areas, aspects, Description Relevant section in the ESG
general disclosures and KPIs report/Declaration

TEHE EE —REER #H RE HERERBENIER
BRERER EH8 B

KPI'A1.1 (“comply or explain”) The types of emissions and respective A.1 Emissions

AR A BIEE AL emissions data. AT BERR

(E<PRLARRE]) PR AR B BB -

KPI A1.2 (“comply or explain”) Greenhouse gas emissions in total (in tonnes) A.1 Emissions —
BAREDUEIEAL2 and intensity. (i) Greenhouse gas emissions
(ITE<FRLAERE]) BEREABNE (UM E) REE o AT BER—

(i) 2 = RBE HE IR

KPI A1.3 (“comply or explain”) Total hazardous waste produced (in tonnes)  A.1 Emissions —
AR TUIEIZ A3 and intensity. (i) Hazardous waste
([FEFRifERED FEEEEEEYES (ANEETE) RZE o (Not applicable — Explained)
AT HE—
(i) EEREY (T EA - ®E)
KPI A1.4 (“comply or explain”) Total non-hazardous waste produced A.1 Emissions -
FREBIEEA14 (in tonnes) and intensity. (iv) Non-hazardous waste
(IE<PRLARRE]) FREABREZEZEMESE CAMHE) REE - ATHR—(v)ESEY
KPI A1.5 (“comply or explain”) Description of reduction initiatives and results ~ A.1 Emissions
R EIEIEALS achieved. A1 BERR
(IE=<PRLAERE]) FEOR R PE L E R i PTG RCR -
KPI A1.6 (“comply or explain”) Description of how hazardous and non- A.1 Emissions —
FAREBIEIEA1G hazardous wastes are handled, reduction (i) Hazardous waste
([7RE<FREAREE ) initiatives and results achieved. AHE— (i) EZEY
MR A EREEREEYNIE  BE A1 Emissions -
ELEMNEBERATERE- (iv) Non-hazardous waste

AT — (V) BEREY
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Subject areas, aspects, Description Relevant section in the ESG
general disclosures and KPIs report/Declaration
TEHE EBEE —REER #HH RE HERERBENIER

BEARIER - 1

Aspect A2: Use of Resources

BEA2 : ERER

General Disclosure Policies on the efficient use of resources, A.2 Use of resources
— MR including energy, water and other raw A& R{E
materials.
BEREREIR (BEER - KREMEMED
HIBR °
KPI A2.1 (“comply or explain”) Direct and/or indirect energy consumption by A.1 Emissions
R B IR A2.1 type in total and intensity. A1 HERR
(IE<PRLAERE]) REASSMERE R SHEEREEE
KPI A2.2 (“comply or explain”) Water consumption in total and intensity. A.1 Emissions -
FREBIEFEA2.2 BFREKERFE - (i) Greenhouse gas emissions —
([TETHERE]) Water consumption
ATHE—(i) R EREBHE R —
AKX
KPI' A2.3 (“comply or explain”) Description of energy use efficiency initiatives  A.1 Emissions
FRENIEEA2.3 and results achieved. AAHER
(I E-rRtAERE]) L RE IR AR BT B PR 1S AR -
KPI A2.4 (“comply or explain”) Description of whether there is any issue in A.1 Emissions —
AR IBATUEIZA2.4 sourcing water that is fit for purpose, water (i) Greenhouse gas emissions —
(["NEFRLfEED efficiency initiatives and results achieved. Water consumption
HCSKBGERKR ER A ERMEE - ARk ATHER—
BRI RKS T8 RATERR - (i) = Sm A HER — A K
KPI A2.5 (“comply or explain”) Total packaging material used for finished A.1 Emissions —
AR IEIZA2.5 products (in tonnes). (iv) Non-hazardous waste
(IE<PRLAERE]) BN MATABEMBNES (AHEETE) o AT —(vEEEY
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Subject areas, aspects, Description Relevant section in the ESG
general disclosures and KPIs report/Declaration

TEHE EE —REER #H RE HERERBENIER
BRERER EH8 B

Aspect A3: The Environment and Natural Resources

EBHEA3: RERKARER

General Disclosure Policies on minimising the issuer’s significant ~ A.2 Use of resources
— M= impact on the environment and natural A2E&RiER
resources.

BEBETARARBERRAERENEANT
EHHR -

KPI A3.1 (“comply or explain”) Description of the significant impacts of A.2 Use of resources
A 4E B 1R AS1 activities on the environment and natural A2E&RFH
(I E-FRBERE]D resources and the actions taken to manage

them.

MR EREBEIRREMRARERNEANT
ERERDEEEHEZENTY -

Aspect B1: Employment

BB : E &
General Disclosure Information on: B.1 Employment and labour
— R R ER BIEREA - TIERH - practices

BRE - FEHRE 20 REBRUARE  BIERIRBIER
8 AR A -

(@ the policies; and
BR M

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to compensation
and dismissal, recruitment and
promotion, working hours, rest periods,
equal opportunity, diversity, anti-
discrimination, and other benefits and
welfare.
BTHBETABEAXENEBER
RIRBIEIER) o
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Subject areas, aspects, Description Relevant section in the ESG

general disclosures and KPIs report/Declaration

TEHE EBEE —REER #HH RE HERERBENIER

BRERER EH8 B

KPI B1.1 Total workforce by gender, age group and B.1 Employment and labour

(Recommended Disclosure) geographical region. practices — (i) Employment —

FREBIEEBI (BEHEE) MR FRAEFRMEZEISHWESBE - Total employees
BlEBLBILER—

()RR —RE AR

KPI B1.2 Employee turnover rate by gender, age group B.1 Employment and labour
(Recommended Disclosure) and geographical region. practices — (i) Employment —
BB EIIEIEBI2(BEEE) BER - FikERRBEESHEEB KL  Total employees

Lp 3 o BlEBLSILER—

()RR —REER

Aspect B2: Health and Safety
EHEB2: RREZR

General Disclosure Information on: B.1 Employment and labour
—RIEE FHRRHLZE2TERERREREBE 2  practices - (i) Employee health
FHEBER and safety
BlEBRSILESR—
(@) the policies; and (iVEEREHZTZ
Bk K&

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to providing a safe
working environment and protecting
employees from occupational hazards.
BITHBETARBERTENRRBREE
NAROIH)E# o

KPI B2.1 Number and rate of work-related fatalities. B.1 Employment and labour

(Recommended Disclosure) TEREMMAT M AB MR - practices — (i) Employee health

BB EIIEIER2 (BB HE) and safety
BIEBRABILEHR—

(i) fE B lEREL 2
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RIR - HERERKRE

Subject areas, aspects,
general disclosures and KPIs
TEHE EBEEH —REER
BRERER

Description

=

it

Relevant section in the ESG
report/Declaration

BRI HERERRENIEE
=a:i g1

Aspect B3: Development and Training

EBmEBS3: ¥R RKEI
General Disclosure
— M=

Aspect B4: Labour Standards
fEEB4 : 8 T%E|

General Disclosure

—RRIEE

KPI B4.1
(Recommended Disclosure)

RERIERBA (BERE)

80

Policies on improving employees’ knowledge
and skills for discharging duties at work.
Description of training activities.
FHRARTEE BT LIEBRE N ME LR
BV o I FIEE) o

Information on:

BRAD LB TRBH ST -

(@ the policies; and
BUR &

(b) compliance with relevant laws and

regulations that have a significant impact

on the issuer relating to preventing child
and forced labour.
BTHBETABEAXENEBERE
RIRBIEIERL o

Description of measures to review
employment practices to avoid child and
forced labour.

oA T B (BB I A 5 e DA o 28 T J2 58
HEBT -
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B.1 Employment and labour
practices — (iv) Development
and training
BlEBRSIER—

(iv) B & Rl

B.1 Employment and labour
practices — (i) Employment
BI1EBLAEIER—()ER

B.1 Employment and labour
practices — (i) Employment
BAERBKAETIER—()ER
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RIR - HERERKRE

Subject areas, aspects,
general disclosures and KPIs
TEHE EBEEH —REER
BRERER

Description

=

R

Relevant section in the ESG
report/Declaration

BRI HERERRENIEE
=a:i g1

Aspect B5: Supply Chain Management

BEBS: HERER
General Disclosure
— M=

KPI B5.1
(Recommended Disclosure)

BRERIEEBS.1 (BERE)

KPI B5.2
(Recommended Disclosure)
R AEBIEIEBS2 (R TE)

Policies on managing environmental and
social risks of the supply chain.
EEHEENREIEGRRBUR

Geographical locations of major suppliers.
TEHERNMIZLE -

Description of practices relating to engaging
suppliers.
it B A EEED -

Aspect B6: Product Responsibility

EmB6: ERMEME
General Disclosure
— M=

KPI B6.1

(Recommended Disclosure)
MR EMIEEB6 (BREE)

Information on:

BRFMREERMREHRZEERZE ES -

BRELLEEE AR ITED

(@ the policies; and

BE R

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

Percentage of total products sold or shipped
subject to recalls for safety and health
reasons.
EENCEXEMEHTRL 2 BERIE
i EWE B S o

B.2 Operating practices —
(i) Supply chain management
B2 ZawH—() e R

B.2 Operating practices —
(i) Supply chain management
B2 &R —()HEEER

B.2 Operating practices —
(i) Supply chain management
B2 REFHR—()HEREE

B.2 Operating practices —
(i) Product responsibility
B2REEHR—(EMBE

B.2 Operating practices —
(i) Product responsibility
B2 EEEH—(NEmET
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RIR - HERERKRE

Subject areas, aspects,
general disclosures and KPIs
TEHE EBEEH —REER
BRERER

Description

e
B
=

Relevant section in the ESG
report/Declaration

BRI HERERRENIEE
=a:i g1

KPI B6.2

(Recommended Disclosure)
BREBIEIEBe.2 (BREEE)

KPI B6.3

(Recommended Disclosure)
FRENIEEB6.3 (REHEE)

KPI B6.4
(Recommended Disclosure)

BB E IR B6.4 G2HEWER)

Aspect B7: Anti-corruption
BEB7: RES

General Disclosure
—RHRE

KPI B7.1
(Recommended Disclosure)

BREBIEEBT (BRERE)

Number of products and service related
complaints received and how they are dealt
with.

BN E M MREHIRFEE AL ES
TVE e

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

ot B4 N RIB A B EE S RIED -

Description of quality assurance process and
recall procedures.
il E S REREREREIWIZT

Information on:

BRAM LA - R - BMEFROTEREN

(@ the policies; and

BE R

(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to bribery,
extortion, fraud and money laundering.
BITHETABERZENRREE
NG EF o

Number of concluded legal cases regarding
corrupt practices brought against the issuer
or its employees during the reporting period
and the outcomes of the cases.
RBERRNEETASIERERETESR
BB FARGHOEE RFRER -
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B.2 Operating practices —
(i) Product responsibility
B2REEHR—(EmBE

B.2 Operating practices —
(i) Product responsibility
B2REER—(EmBE

B.2 Operating practices —
(i) Product responsibility
B2&ZeEHR—(NEmETE

B.2 Operating practices —
(i) Anti-corruption
B2 KEER—(NRER

B.2 Operating practices —
(i) Anti-corruption
B2 KEEHR—(\RER
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RE - HERERKRE

Subject areas, aspects, Description
general disclosures and KPIs
TEHR BE —REER B
BRERER

o

Relevant section in the ESG
report/Declaration

BRI HERERHRENIEER
=a:i g1

Aspect B8: Community Investment
[EEBS: H+tERE

General Disclosure Policies on community engagement to
—iRE understand the needs of the communities

where the issuer operates and to ensure

its activities take into consideration the
communities’ interests.

BB RBER T BT NS BRI
EFEZMEREERETHGERIMENR

HIBR ©
KPI B8.1 Focus areas of contribution (e.g. education,
(Recommended Disclosure) environmental concerns, labour needs,

BB NIEEBS. EZHEE)  health, culture, sport).
ErEREE (PIHE  RREE 4T
R BE-k-BE) -

B.3 Community investment
B3HEKRE

B.3 Community investment

B3 tt@IEE
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The Directors present to the shareholders the annual report and
the audited consolidated financial statements for the year ended
31 December 2019.

Principal activities

The Group is an ODM mobile phone supplier based in the PRC,
primarily engaged in research and development, designing,
manufacturing and sale of mobile phones, PCBAs for mobile
phones and loT related products, targeting emerging markets.
The Company is an investment holding company. Particulars of
the Company’s principal subsidiaries are set out in note 40 to the
consolidated financial statements.

Business review

The business review of the Group for the year ended 31
December 2019 is set out in the sections headed “Chairman's
Statement”, “Management and Discussion and Analysis”,
“Corporate Governance Report”, “Environmental, Social and
Governance Report” and “Financial Summary” of this annual
report. Important events affecting the Group occurred since
the end of the year are mentioned under the section headed
“Management Discussion and Analysis — Event after the reporting
period” of this annual report.

Principal risk factors and uncertainties

The following sets out the principal risks and uncertainties
encountered by the Group in its business operations:

Rapid technological changes

The Group operates in the mobile phone industry characterised
by rapid technological changes with short product life cycle, and
the Group may not be able to maintain its revenue growth and
any delay by us in rolling out new and competitive mobile phones
will adversely affect its financial performance.

Thin net profit margin

The Group has a relatively thin net profit margin and hence are
highly sensitive to any unfavorable change in the cost of sales,
selling price and sales volume.

Concentration of customers

The Group has a concentration of customers and any decrease
or loss of business from these major customers could adversely
and substantially affect its business operations and financial
conditions.
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Fluctuations in the prices of raw materials
Fluctuations in the prices of raw materials may affect the Group’s
cost of sales and adversely affect its business operations and
profitability.

Future prospect and development

The Group’s business growth is expected to be driven by (i) the
huge population and the increasing disposable income of the
Group’s target sales locations; (i) increasing demand for loT
products; and (iii) the roll-out of 5G telecommunication network.
In order to capture the potential market opportunities, the
Group will continue to expand its production capacity, enhance
its research and development capability, enrich its product
portfolio and increase its sales and marketing effort to diversify its
geographical locations.

Major suppliers and customers

During the year ended 31 December 2019, sales to the Group’s
largest customer and five largest customers accounted for
18.4% and 70.8% (2018: 24.3% and 62.8%) of the total revenue,
respectively.

On the other hand, purchases from the Group’s largest supplier
and the five largest suppliers during the year ended 31 December
2019 accounted for approximately 13.5% and 49.9% (2018:
11.6% and 38.3%) of the total purchases, respectively.

None of the Directors of the Company or any of their close
associates or any shareholders (which, to the best knowledge of
the Directors, own more than 5% of the Company’s issued share
capital) had any beneficial interest in the Group’s five largest
customers or suppliers for the year ended 31 December 2019.

Key relationships with employees,
customers and suppliers

Maintaining good relationships with employees, customers and
suppliers is critical to the Group’s business success. The Group
creates a decent working environment for its employees, where
they can work comfortably and achieve a work life balance. The
Group rewards its employees based on their performance and
also provides training to enhance their skills and knowledge. No
strikes and cases of fatality due to workplace accidents are found
in the reporting period under review.

R BB K B
RMEERKDAIEETELAREHEERAN
WHERHLERBIEEXTAEE -

ARARRBR

AEBMEREEBHHAUTAEZSS  ()AE
BiESHE I A A REA K A ST AU AE 10 : (i)
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The Group believes that it is important to listen to customers’
needs and feedbacks on its products in order to maintain
sustainable relationship with customers. The Group collects such
information from various channels and performs detailed analysis
on how to improve existing products and develop new products
that would satisfy its customers.

The Group encompasses working relationships with suppliers to
meet customers’ needs in an effective and efficient manner. The
departments work closely to make sure the procurement process
is conducted in an open, fair and just manner.

Compliance with laws and regulations

During the year ended 31 December 2019, to the best
knowledge of the Directors, the Group has complied with all the
relevant laws and regulations that have a significant impact on
the Group. The Group also complied with (i) the requirements
under the Hong Kong Companies Ordinance, the Listing Rules
and the Securities and Futures Ordinance (the “SFO”) for the
disclosure of information and corporate governance; and (i) the
ordinances relating to occupational safety for the interest of its
employees.

Business activities in countries subject to
international sanctions

During the year ended 31 December 2019, the Group did not
sell any products to countries that are subject to international
sanctions (2018: revenue from sales to Russia and Ukraine
amounted to RMB86.1 million).

The Group has not been notified of that any international
sanctions will be imposed on the Group for sales and/or
deliveries to the countries subject to international sanctions for
the year ended 31 December 2018.

The Group would not enter into any transactions to finance or
facilitate, directly or indirectly, activities or business with, or for
the benefit of, the countries subject to international sanctions
or sanctioned persons where this would be in breach of the
international sanctions.
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The Directors believe that the Group has a reasonably adequate
and effective internal control framework to continue to assist the
Group in identifying and monitoring any material risk relating to
international sanctions laws so as to protect the interests of the
Company and the Shareholders.

Environmental policy and social
responsibility

The Group understands the importance of environmental
sustainability and protection and has adopted policies on
pollution prevention, preservation of natural resources and
adherence to environmental laws and regulations. Please refer to
the ESG Report on pages 59 to 83 for details of the Group’s ESG
performance.

Results and dividends

The results of the Group for the year ended 31 December 2019
and the state of affairs of the Company and of the Group at that
date are set out in the financial statements on page 109. The
directors do not recommend the payment of dividend for the year
ended 31 December 2019 (2018: nil).

Subsidiaries

Details of the Company’s subsidiaries as at 31 December 2019
are set out in note 40 to the consolidated financial statements.
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Property, plant and equipment

Details of movements in the property, plant and equipment of the
Group during the year ended 31 December 2019 are set out in
note 16 to the consolidated financial statements.

Share capital

Details of the movements in share capital of the Company during
the year ended 31 December 2019 are set out in note 31 to the
consolidated financial statements.

Closure of the register of members

For the purposes of determining the shareholders’ eligibility to
attend and vote at the forthcoming annual general meeting to be
held on 28 May 2020 (Thursday), the register of members of the
Company will be closed from 25 May 2020 (Monday) to 28 May
2020 (Thursday), both days inclusive. The latest time to lodge
transfer documents for registration will be at 4:30 p.m. on 22 May
2020 (Friday). During the above closure period, no transfer of
shares will be registered. To be eligible to attend and vote at the
forthcoming annual general meeting, all transfers accompanied
by the relevant share certificates and transfer forms must be
lodged with the Company’s branch share registrar and transfer
office in Hong Kong, Tricor Investor Services Limited, at Level 54,
Hopewell Centre, 183 Queen’s Road East, Hong Kong before
4:30 p.m. on 22 May, 2020 (Friday).

Pre-emptive rights

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

Purchase, redemption or sale of listed
securities of the Company

From the Listing Date to 31 December 2019, neither the
Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities.

Reserves and distributable reserves

The movements in the reserves of the Group during the year
ended 31 December 2019 are set out in the consolidated
statement of changes in equity of this annual report. The
distributable reserves of the Company are set out in note 39 to
the consolidated financial statements.
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Tax relief and exemption

The Directors are not aware of any tax relief or exemption
available to the shareholders by reason of their holding of the
Company’s securities.

Charitable donations

The Group did not make any donation during the year ended 31
December 2019 (2018: RMB nil).

Management contracts

During the year ended 31 December 2019, 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.

Directors

The Directors during the year ended 31 December 2019 and up
to the date of this report were:

Executive Directors
Mr. Li Chengjun (Chairman and Chief Executive Officer)
Mr. Xiong Bin (Vice-chairman)
Mr. Li Hongxing
(appointed on 25 March 2019)
Mr. Guo Qinglin
(appointed on 25 March 2019)

Independent Non-Executive Directors

Mr. Hung Wai Man (appointed on 18 October 2019)

Mr. Wong Kwan Kit (appointed on 18 October 2019)

Mr. Lu Brian Yong Chen (appointed on 18 October 2019)
Ms. Tseng Chin | (appointed on 18 October 2019)

In accordance with article 109(a) of the Company’s articles of
association, at each annual general meeting one-third of the
Directors for the time being, or, if their number is not three or a
multiple of three, then the number nearest to but not less than
one-third, shall retire from office by rotation, provided that every
Director (including those appointed for a specific term) shall be
subject to retirement by rotation at least once every three years.
A retiring Director shall be eligible for re-election. The Company
at the general meeting at which a Director retires may fill the
vacated office.
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In accordance with article 113 of the Company’s articles of
association, the Board shall have power from time to time and at
any time to appoint any person as a Director either to fill a casual
vacancy or as an additional Director, provided that the number
of Directors so appointed shall not exceed the maximum number
determined from time to time by the shareholders in general
meeting. Any Director appointed by the Board to fill a casual
vacancy shall hold office only until the first general meeting of
the Company after his appointment and be subject to re-election
at such meeting. Any Director appointed by the Board as an
addition to the existing Board shall hold office only until the next
following annual general meeting of the Company and shall then
be eligible for re-election. Any Director appointed under this
article shall not be taken into account in determining the Directors
or the number of Directors who are to retire by rotation at an
annual general meeting.

All Directors are subject to retirement by rotation as required by
the Company's articles of association, and the code provisions of
CG Code.

In accordance with article 109(a) of the Company’s articles of
association, Mr. Li Chengjun and Mr. Xiong Bin will retire by
rotation and, being eligible, offer themselves for re-election at the
forthcoming annual general meeting of the Company.

In accordance with article 113 of the Company's articles of
association, Mr. Li Hongxing, Mr. Guo Qinglin, Mr. Hung Wai
Man, Mr. Wong Kwan Kit, Mr. Lu Brian Yong Chen and Ms.
Tseng Chin | shall hold office only until the forthcoming annual
general meeting, and being eligible, offer themselves for re-
election at the forthcoming annual general meeting of the
Company.
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Biographical details of directors and senior
management

Biographical details of the Directors and senior management of
the Group are set out on pages 29 to 36 of this annual report.

None of the members of the Board is related to one another.

Emoluments of directors and senior
management and five highest paid
individuals

Details of the emoluments of the Directors and senior
management and the five highest paid individuals of the Group
are set out in note 13 to the consolidated financial statements of
this annual report. The remuneration of the senior management
of the Group for the reporting period falls within the following
band:

Remuneration band

ExeRBZRMERE -

EE SNEEAEBRLERSH
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Number of senior management

& E SREEAEHE
Up to RMB500,000 2
% AR ¥ 500,000 7T

Directors’ service contracts

Each of the executive Directors has entered into a service
contract with the Company for a term of three years commencing
on the Listing Date, until terminated by enter party giving not less
than three months’ notice in writing to the other.

Each of the independent non-executive Directors has entered
into an appointment letter with the Company for a term of three
years commencing on Listing Date, until terminated by either
party giving not less than three months’ notice in writing to the
other.

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

Pursuant to the articles of association of the Company, every
Director shall be entitled to be indemnified out of the assets of
the Company against all losses or liabilities (to the fullest extent
permitted by the Companies Laws of the Cayman Islands) which
he/she may sustain or incur in or about the execution of the
duties of his office or otherwise in relation thereto. The Company
has arranged appropriate directors’ and officers’ liability
insurance coverage for the Directors and officers of the Group.
As of the date of this annual report, such insurance coverage is
currently in force for the benefit of the Directors.

Directors’ and chief executive’s interests
and short positions in shares, underlying
shares and debentures

As at 31 December 2019, interests and short positions of the
Directors and chief executive of the Company in the shares and
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO, which have been notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which were taken or
deemed to have under such provisions of the SFO) or have been
entered in the register maintained by the Company pursuant to
section 352 of the SFO, or otherwise have been notified to the
Company and the Stock Exchange pursuant to the Model Code
are as follows:

BEFHREERX

RIFARFAMEIZMA  SEFA (EF=
BHERBDEAER TEAR) AN KERATHE
BESAMREEEMRIABHHNMAE
AREREFTUALARAEEFLNEE - K
RANBAEEEERSRABERFRAEDN
EELEABEEERR RAFHREM - 5
EENERBEORREN -

EERESITRAERKG - HE
BRIORES2EERKR

RZZE-—NAFE+-_A=+—HBH BEEKES
ITERABRARARISEEE ZE (E& RESH
MEREERBIZEXVE) MR % - ARG kEFH
FHAREES R EEPIEXVEE7 REH
HEMG AN REINERZ AR (BT
BIEEH M EIEG A BRSO EERIE A
BAEZESIAR) IR EESF R EIE0E
352 I BEH AR A BT E N E MRS Mok
B SREBZETAANESARE RBRA
MRERS AR IT

Interest in the Company RAEQAR Z R
Percentage of
shareholding in
Number of the Company
Name of Director Capacity/nature of interest shares held RAERFFR
EEnE B, RRME BREE Btk
(Note 1) (Approximate)
(BtaE1) (#E47)
Mr. Li Chengjun (“Mr. Li") (Note 2) Founder of a discretionary trust 369,967,204 (L) 37.0%

FRERE (EERE]D) (Hit2) RREEFTAIA

Mr. Xiong Bin (“Mr. Xiong”) (Note 3) Founder of a discretionary trust 305,032,256 (L) 30.5%

R SR (TRRE&E D) (W72 3) 2REFAIMA

92 Sprocomm Intelligence Limited  Annual Report 2019



DIRECTORS’ REPORT
EEEWRESE

Notes:
1. The letter “L” denotes long position of the shares.

2. Leap Elite Limited is legally owned as to 100% by Mr. Li for the benefit of
the beneficiaries of the family trust found by himself. Accordingly, Mr. Li is
deemed to be interested in the shares held by Leap Elite Limited pursuant to
the SFO.

3. Beyond Innovation Limited is legally owned as to 100% by Mr. Xiong for the
benefit of the beneficiaries of the family trust found by himself. Accordingly,
Mr. Xiong is deemed to be interested in the shares held by Beyond Innovation
Limited pursuant to the SFO.

Save as disclosed above, none of the Directors or chief executive
of the Company had registered any interests or short positions
in any shares and underlying shares in, and debentures of, the
Company or any associated corporations as at 31 December
2019, as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to
Part XV of the SFO or the Model Code.

Byt -

1. FEILIKKRREOFOHFER -
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BRI T A A B 100%HE3 - E I - 1R U5 % R 5
S 2 A AR R T B R A B AR R

A -

=
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BRI T & £ 100% 3% « L - 1838 38 % B
D AR AR AR RE IR A ) FT AL o
A -
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Arrangement for directors to purchase
shares or debentures

Saved as disclosed in this report, at no time from the Listing Date
to the date of this report were rights to acquire benefits by means
of the acquisition of shares in or debentures of the Company
granted to any Director of the Company or their respective
spouses or minor children, or were such rights exercised by
them, or was the Company, its holding company or any of its
subsidiaries a party to any arrangements to enable the Directors
of the Company to acquire benefits by means of the acquisition
of shares in, or debt securities (including debentures) of the
Company or any other body corporate.

Substantial shareholders’ and others’
interests and short positions in shares and
underlying shares of the Company

So far as is known to the Directors, as at 31 December 2019,
the following corporation/persons (other than the interests of
the Directors or chief executives of the Company as disclosed
above) had interests of 5% or more in the issued shares which
fall to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO or
as recorded in the register required to be kept by the Company
pursuant to section 336 of the SFO:

94 Sprocomm Intelligence Limited  Annual Report 2019

EEREROIEFNRH

BRABMEMBEEIN RLEMARBEEAR
SHHMEMAER SERAANQREAES
FREREZEBHAARRFEFLELEMAT
RPBARRBRDIESMESHE 2N
BEIMEITETMZSEN - BARA] - HiE
B A R R EAE A MY B R B ERT LR & B
BEARBESAFZRBEARA S EAEM
EEBD R ERES (RIEES) MESH R -

TERRREMALTREQFR
g&ﬁ@ﬁﬁ¢ﬁﬁ%%§&ﬁ

S

REEFM RZZT—NF+=-_A=+—80"
THER AL (EXFEREZ ARG ESL
EETTHRABEZRIN EERQRE BT
37 5% 3L LA _E R 2 BAR IR 75 55 R HA & 16
FEXVERE 2 K 37 B A M AN A B K B 3B
WEHXBLARQBRBEES KBS G E
336 IFRBFEMNEZM



DIRECTORS’ REPORT

EEERESE
Percentage of
shareholding in
Number of the Company
Name Capacity/nature of interest shares held REDBREFR
= 20 £33 FREAE Bt
(Note 1) (Approximate)
(st 1) (#49)
Leap Elite Limited Beneficial owner 369,967,204 (L) 37.0%
URARAT EnlEn 369,967,204 (L) 37.0%
Beyond Innovation Limited Beneficial owner 305,032,256 (L) 30.5%
HHI AR DA BERER 305,032,256 (L) 30.5%
Ms. Sui Rongmei (Note 2) Interest of spouse 369,967,204 (L) 37.0%
bEE gLt (M722) [ 369,967,204 (L) 37.0%
Ms. Yan Xue (Note 3) Interest of spouse 305,032,256 (L) 30.5%
BEz+ (#/:73) Ao B 305,032,256 (L) 30.5%
JZ Capital Limited (Note 4) Beneficial owner 75,000,540 (L) 7.5%
JZ Capital Limited (#7724) EmiEn 75,000,540 (L) 7.5%
Mr. Ko Hin Ting, James (Note 4) Interest in a controlled corporation 75,000,540 (L) 7.5%
SET R (Bt 4) ZEEEER 75,000,540 (L) 7.5%
Ms. Chu Wing Yee, Vaneese Interest of spouse 75,000,540 (L) 7.5%
(Note 5)
Kkt (H725) L £ 75,000,540 (L) 7.5%
Notes: Hiat -
1. The letter “L” denotes long position of the shares. 1. FEILIRKRAROPHHE -

2. Ms. Sui Rongmei is the spouse of Mr. Li. By virtue of the SFO, she is deemed 2.
to be interested in the same number of shares held by Mr. Li.

3. Ms. Yan Xue is the spouse of Mr. Xiong. By virtue of the SFO, she is deemed 3.
to be interested in the same number of shares held by Mr. Xiong.

4. JZ Capital Limited is owned as to 99% by Mr. Ko Hin Ting, James. As such, 4.
Mr. Ko Hin Ting, James is deemed to be interested in the shares held by JZ

Capital Limited pursuant to the SFO.

5. Ms. Chu Wing Yee, Vaneese is the spouse of Mr. Ko Hin Ting, James. By 5.
virtue of the SFO, she is deemed to be interested in the same number of

shares held by Mr. Ko Hin Ting, James.

BRI AT REZRS - RIFEFRAE KD
WRRR/NFREMFHERLGE RO HEEES -

BELLRARLEZERS - RIZESF MBI - 5
W RRARE T HREE R T HE#E -

JZ Capital Limited F = % BZ 5t 4 % 5 99% ## 25 ©
Ut BIEEFRBAERA SsHELERRARIZ
Capital Limited FT#5 i 7 R #E B # 2s ©

KABRIARHELRECLRSE BEEFLHAE
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Save as disclosed above, as at 31 December 2019, the
Company has not been notified of any other relevant interests or
short positions in the issued share capital of the Company which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which were recorded
in the register required to be kept by the Company under Section
336 of the SFO.

Directors’ interests in transactions,
arrangements or contracts

No Director or his/her connected entity has or had a material
interest, either directly or indirectly, in any transactions,
arrangements or contracts of significance to the business of the
Group to which the Company or any of its subsidiaries, fellow
subsidiaries or its parent company was a party subsisting during
or at the end of the year ended 31 December 2019.

Directors’ and controlling shareholders’
interest in competing business

Apart from the Group’s business, none of the Directors, the
Controlling Shareholders (including Mr. Li, Leap Elite Limited, Mr.
Xiong and Beyond Innovation Limited) or any of their respective
close associates was engaged in or had any interest in any
business that competes or may compete with the principal
business of the Group, which would require disclosure under
Rule 8.10 of the Listing Rules. or has any other conflict of interest
with the Group during the year ended 31 December 2019 and up
to the date of this report.

Share option scheme

the Company conditionally adopted a share option scheme
(the “Share Option Scheme”) on 18 October 2019 ("Adoption
Date"), which become effective on the Listing Date. The purpose
of which is to motivate the eligible participants to optimise their
future contributions to the Group and/or to reward them for their
past contributions, to attract and retain or otherwise maintain
on-going relationships with such participants who are significant
to and/or whose contributions are or will be beneficial to the
performance, growth or success of the Group.

The eligible participants include any full-time or part-time
employees, executives or officers, directors, advisers,
consultants, suppliers, customers and agents of the Company or
any of its subsidiaries; and such other persons who, in the sole
opinion of the Board, will contribute or have contributed to the
Group.
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Subject to the terms and conditions of the Share Option Scheme,
the maximum numbers of shares in respect of which options
may be granted under the Share Option Scheme and any other
schemes shall not, in aggregate, exceed 10% of the shares in
issue as at the Listing Date (i.e. 100,000,000 shares) unless
approved by the shareholders of the Company.

Unless approved by shareholders of the Company in general
meeting in the manner stipulated in the Listing Rules, the
maximum entitlement for each eligible participant (including both
exercised and outstanding options) under the Share Option
Scheme or any other share option schemes of the Company in
any 12-month period up to the date of grant shall not exceed 1%
of the total number of shares in issue as at the date of grant.

An option shall be deemed to have been granted and accepted
by the grantee and to have taken effect when the duplicate offer
document constituting acceptance of the options duly signed by
the grantee, together with a remittance in favour of the Company
of HK$1.00 by way of consideration for the grant thereof, is
received by the Company on or before the relevant acceptance
date.

An option may be exercised in accordance with the terms of
the Share Option Scheme at any time after the date upon which
the option is deemed to be granted and accepted and prior to
the expiry of ten years from that date. The minimum period for
which an option must be held before it can be exercised will be
determined by the Board in its absolute discretion, save that no
option may be exercised more than ten years after it has been
granted.

The exercise price of share option granted under the Share
Option Scheme shall be a price solely determined by the Board
and shall be at least highest of: (a) the closing price of the shares
as stated in the Stock Exchange’s daily quotation sheet on the
date of grant of the option; (b) the average of the closing prices
of the shares as stated in the Stock Exchange’s daily quotation
sheets for the five business days immediately preceding the date
of grant of the option; and (c) the nominal value of a share.

Subject to earlier termination by the Company in general meeting
or by the Directors, the Share Option Scheme shall be valid and
effective for a period of ten years from the Adoption Date.
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For further details on the principal terms of the Share Option
Scheme, please refer to the paragraph headed “Statutory and
General Information — Other Information — 1. Share Option
Scheme” in Appendix IV to the Prospectus.

From the Listing Date to 31 December 2019, no share option
was granted, exercised, cancelled or lapsed and there is no
outstanding share option under the Share Option Scheme.

Connected transactions

During the year ended 31 December 2019, the Company has not
entered into or conducted any connected transactions, which
were subject to the reporting, announcement or independent
shareholders’ approval requirements as required under the
Listing Rules.

Related party transactions

Details of the Group’s related party transactions during the
year ended 31 December 2019 are set out in note 38 to the
consolidated financial statements. None of these related party
transactions are connected transactions which are subject
to the reporting, announcement and shareholders’ approval
requirements under the Listing Rules.

Purchase, sale or redemption of the
Company’s listed securities

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during
the year ended 31 December 2019.

Corporate governance practices

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

Equity-linked agreements

Other than the Share Option Scheme, no equity-linked
agreements were entered into by the Company during the year
ended 31 December 2019.
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Sufficiency of public float

Based on the information that is publicly available to the
Company and to the best knowledge of the Directors, the
Company has maintained a public float of no less than 25% of
the issued shares from the Listing Date up to the date of this
report.

Interest of compliance adviser

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

Review of audited annual results

The Company’s audited annual results for the year ended 31
December 2019 have been reviewed by the Audit Committee.

Model code for securities transactions by
directors of listed issuers

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

Use of proceeds from the listing

Details of the use of the proceeds from the Listing are set out on
page 22 to page 27 of this annual report.
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Auditor

SHINEWING (HK) CPA Limited, the auditor of the Company,
will retire at the conclusion of the forthcoming AGM of the
Company and be eligible to offer themselves for re-appointment.
A resolution will be submitted to the AGM to be held on 28 May
2020 to seek Shareholders’ approval on the appointment of
SHINEWING (HK) CPA Limited as the Company’s auditor until
the conclusion of the next AGM and to authorise the Board to fix
their remuneration.

By order of the Board
Sprocomm Intelligence Limited
Mr. Li Chengjun

Chairman and Executive Director

Hong Kong, 27 March 2020
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Shc‘neﬂ)ing

SHINEWING (HK) CPA Limited
43/F., Lee Garden One

33 Hysan Avenue

Causeway Bay, Hong Kong

TO THE SHAREHOLDERS OF
SPROCOMM INTELLIGENCE LIMITED
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of
Sprocomm Intelligence Limited (the “Company”) and its
subsidiaries (hereinafter collectively referred to as the “Group”)
set out on pages 109 to 216, which comprise the consolidated
statement of financial position as at 31 December 2019, and the
consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a
summary of significant accounting policies.

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

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

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.
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Expected credit loss (“ECL”) of trade and
bills receivables

Refer to Note 20 to the consolidated financial statements and the
accounting policies in Note 4.

The key audit matter
HRESEE

B EWRERERRE A
FEFR(REEEFAE]D
ELNEAMBRRME0 R FANE;
B o

How the matter was addressed in our audit

EERETPUMEEEBEE

As at 31 December 2019, the Group had trade and bills
receivables of RMB622,161,000, representing 42% of the
Group’s total current assets.

Loss allowance for trade and bills receivables is estimated
based on lifetime expected credit losses (‘ECL”) model, which is
estimated based on historical credit loss experience and forward-
looking information at the end of the reporting period.

We have identified impairment of trade and bills receivables
as a key audit matter because the impairment assessment of
trade receivables involved a significant degree of management
estimation and may be subject to management bias.
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Our procedures were designed to review the
management’s judgement and estimates used
in assessment process and challenge the
reasonableness of inputs and assumptions
used in estimating the ECL of trade and bills
receivables.

We obtained an understanding of how the ECL
of trade and bills receivables were assessed by
the management.

We have challenged management’s assumption
and judgement in determining ECL on trade and
bills receivables as at 31 December 2019, the
reasonableness of management’s grouping of
the trade debtors in the provision matrix, and
the basis of expected credit loss rates applied.

We have tested, on sample basis, payment
history, past due status of the trade and bills
receivables and the settlements subsequent to
the end of reporting period.
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INDEPENDENT AUDITOR'S REPORT
B BN =

Valuation on inventories

Refer to Note 19 to the consolidated financial statements and the
accounting policies in Note 4.

The key audit matter
HRETSER

FEME

FLHEEMBERRMEI9RME4INE
KR °

How the matter was addressed in our audit

EEREFPOMNEEMEBESE

As at 31 December 2019, the Group had inventories of
approximately RMB283,956,000, which was significant to the
Group’s total current assets.

We identified the valuation of inventories as a key audit matter
due to the use of judgements in identifying obsolete and slow
moving inventories and determining the net realisable value which
are based on conditions and the marketability of the inventories.

RZE-—NhF+ZA=Z=+—H ' EEENGEHARE
283,956,0007t ' ¥ BEEMNARBEELEZHEE -

BEEREEATRASERESFFTH AR HERREMNSH
FE URBRBEFEGRGLEHIEEIERFERSER
I 1f -
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Our audit procedures were designed to evaluate
management’s assessment of the conditions
and the marketability of the obsolete and slow
moving inventories and identify any valuation risk
of inventories.

We have assessed the net realisable value and
utilisation of inventories subsequent to the end
of the reporting period and discussed with the
management in respect of the adequacy of the
allowance made by the management based on
subsequent usage and sales, ageing analysis
and current market conditions. We have
challenged the assumptions and judgements
used by the management by assessing the
reliability of the management’s past estimates.
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INDEPENDENT AUDITOR'S REPORT
B BN =

Other Information

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

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

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

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

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and
fair view in accordance with HKFRSs issued by the HKICPA
and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors of the
Company 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
of the Company 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 of the Company either intend to
liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

The audit committee is responsible for overseeing the Group’s
financial reporting process.
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Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements

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

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

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

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

° Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors of the Company.
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Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements
(Continued)

Conclude on the appropriateness of the Company’s
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 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 audit committee with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
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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 report is Mr. Wong Chuen Fai.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Wong Chuen Fai

Practising Certificate Number: P0O5589

Hong Kong
27 March 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GeBREkEMEEEER

For the year ended 31 December 2019 #{2 = E— N F+ = H =1+ —HIFFE

2019 2018
—E-hF — i
Notes RMB’000 RMB’000
B 5 AR®T AREBT R
Revenue Yo 6 3,117,648 2,943,724
Cost of sales FE DN (2,890,495) (2,680,527)
Gross profit EH 227,153 263,197
Other gains and income Hhezs R 8 59,103 27,792
Selling expenses HERX (41,756) (50,351)
Administrative and other expenses 17 & H A FE 5% (76,203) (64,700)
Research and development A3
expenses (111,923) (105,396)
Finance costs % ER 9 (11,960) (15,884)
Profit before tax BRBE Al % R 44,414 54,658
Income tax expenses FrigfiF X 10 (6,651) (10,707)
Profit for the year F 35 Fl 11 37,763 43,951
Other comprehensive income FAEMEEE (FX)
(expense) for the year:
Item that may be reclassified HiEAJ e EM 7 E R A
subsequently to profit or loss EH
Exchange difference arising on REBINEBEED
translating foreign operations PE 5 =R 3,614 (1,032)
Total comprehensive income for the & A 2 M5 4258
year 41,377 42,919
Profit (loss) attributable to: AT &5 G m T (B518) :
Owners of the Company ARBHEE A 38,998 45,393
Non-controlling interests FEfE P e (1,235) (1,442)
37,763 43,951
Total comprehensive income & F RG2S
(expenses) attributable to: (FX) 4858
Owners of the Company ViN/NETEZ =N 42,610 44,358
Non-controliing interests PR A (1,283) (1,439
41,377 42,919
Earnings per share FRAER
Basic and diluted (RMB cents) EARXR#E(ARES) 15 4.98 6.67
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e IR R

At 31 December 2019 R = ZE—HhE+—-H=+—H

2019 2018
—E-NEF —E-)N\F
Notes RMB’000 RMB’000
e ARETx ARETF T
Non-current Assets kRBEE
Property, plant and equipment Y - WEREE 16 127,913 131,351
Right-of-use assets EREEE 17 17,345 -
Intangible assets | EE 18 6,391 5,186
Deferred tax asset BEIERIAE E 30 707 439
R 152,356 186,976
Current Assets REBEE
Inventories FE 19 283,956 184,292
Trade and bills receivables B 5 e EE e E & 20 622,161 417,066
Financial assets at fair value through 12 A F{E&H A 18258
profit or loss TREE 23 285,650 295,480
Prepayments and other receivables  TB < ZtI8 & H b & U 7038 21 73,995 74,770
Amount due from a shareholder J7E U A% R 30 IE 22 - 1,076
Pledged bank deposits BEIRBITIER 24 81,165 24,639
Bank balances and cash BT MRS 25 126,682 56,118
1,473,609 1,053,441
Current Liabilities REBEE
Trade and bills payables B RNFIBERENRE 26 876,707 646,529
Accruals and other payables JEETE A & H Ath BT 5RIB 27 115,641 106,817
Contract liabilities ERNEE 27 63,331 109,138
Borrowings (BN 28 184,153 95,509
Lease liabilities HEARE 17 11,962 =
Deferred income PRIEUT A 29 5,228 6,609
Income tax payable B PTSRE 5,151 2,310
1,262,173 966,912
Netcurrentassets nEBEEFE 211436 86,529
Total assets less current liabilities #AEERAREAE 363,792 223,505
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R BRI R

At 31 December 2019 R = ZE—HhE+—-H=+—H

2019 2018
—E-nE —T-)N\F
Notes RMB’000 RMB’000
B 5 AR®T ARBEF T

Capital and Reserves EARR#E
Share capital % 7R 31 8,945 5
Reserves & 32 292,042 160,300

Equity attributable to owners of the AN FI#EA AEIGHELS

Company 300,987 160,305
Non-controlling interests FEIZE R M 2,006 3,557
Total Equity DA 302,993 163,862
Non-current liabilities EFBEE
Deferred income LA 29 22,167 26,706
Deferred tax liability BEERIEAE 30 10,846 7,785
Lease liabilities HEAE 17 5,682 =
Borrowings (BN 28 22,104 25,152

60,799 59,643
363,792 223,505

The consolidated financial statements on pages 11210 217 were  F112E 217 BN EAMBREXEN _E-F
approved and authorised for issue by the board of directors on £ =HA —++ BEEE S H & R F-E T3

27 March 2020 and are signed on its behalf by: THTRINESEKEEE
Li Chengjun Xiong Bin

TEE REM

Director Director

EF EFE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

GAEERDE

For the year ended 31 December 2019 #{2 = E— N F+ = H =1+ —HIFFE

Attributable to owners of the Company

ARTERAES
Non-
Share Statutory  Translation Merger Other  Retained controling
capital Reserve reserve resenve resenves profts ~ Sub-total interests Total
A EERE  RERE  SFRE  AtRE  REEN INF o FEERER Eh
RMB'000  RMB'000  RMB000  RMB'000  RMB'000  RMBI000  RMBOOO ~ RMB'OO0  RMB'000
ARETT ARETR ARETR ARETR ARETR ARBTR ARETT ARETT ARETR
MNote 31)  (Note 32)) (Note 320)  (Note 32
wizs) (Wi (Witsan)  (Witszn)
At 1 January 2018 RZE-\F
-A-A 50,000 10,663 (7,204) 1,500 = 52,182 107,74 49% 112,737
Proft (oss) for the year ~ Fi&F| (B - - - - - 45,303 45,303 (1442 43951
Exchange diference arisng A& BN EBEE
on tranglating foreign MERES
operations - - (1,035) - - - (1,035) 3 (1,032)
Total comprehensive EnzE(FER)
(expense) income lesrt:
for the year - - (1,085) - - 45,393 44,358 (1439 42919
Capitalinjection romthe ~ HEAAEEK
then shareholder of FEEE
a subsidiary 5,556 - - - 2,645 - 8,201 - 8,201
Issue of shares of the ARAETRS
Company B - - - - - 5 - 5
Arsing from Reorganisation £
Note 31 and (W31 k)
Note 32 (i) (65,556) - - (28,244) 83,800 - - - -
Appropriation to statutory ~ ERZEE TG
reserve - 258 - - - (258) - - -
At31 December 2018 RZE-N\E
= 5 10,921 (8,239) (26,744) 86,445 97,917 160,305 3,557 163,862
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

o A ARE 3L 4
mEEREHR
For the year ended 31 December 2019 #{2 = E— N F+ = H =1+ —HIFFE

Attributable to owners of the Gompany

KAAERARL
Non-
Share Share  Statutory  Translation Merger Other  Retained controlling
capital ~ premium Reserve resene resene resenes profts  Sub-total interests Total

BF  BBER  ERERE  REGR  GRER  HEER  REM N FERRE it
RMBON  RMBON  RMBOO0  RMBOIO  RMBOO  RMBOO  RMBOO  RMBOO  RMBOX  RMBO
ARBTR  ARMTR ARMTR ARBTR ARMTR ARMTR ARMTR ARNTR ARMTR  ARMTR

(Note 31) (Note 32)) (Note 320) ~ Note 32)if)
W) (s (s (s
A1 January 2019 Ho%-nE
-A- § - 1091 (8,239) (26,744) 86,445 97,917 160,305 3557 163,862

Proft (oss) for he year Epal () - - - - -
Bchange ference arsngon - AE BN EHEL
transleting foregn operations~ E £ - - - 3612 - - - 3612 2 3614

3,998 38,998 (1,239) 31,163

Total comprehensie fexpense) £A2 (%)

income for the year hngg - - - 3612 - - B8 42610 15—l
Issuance of sheres upon globel - 2HREERETTRK

offering 201 109,577 - - - - - 111,814 - 11814
Transaction costatrbutableto Zf73R A& (L

issue Ofnew shares RARA - (1343 - - - - - (134%) - (1343
Captalsafon sste BRI 6,703 (6,709 - - - - - - - -
Acquistion of on-controling W IEARER

Interests - - - - - (307) - (307) (319 (625)
Appoprafontostatutoy  EREEERE

T6SEVe - - 5,305 - - - (5,305) - - -
At 31 December 2019 RZZ-1%

tZR=1-A 8,945 89439 16,226 (4.621) (26,744) 86,138 131,610 300987 2,006 302,993
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CONSOLIDATED STATEMENTS OF CASH FLOWS
GEEESRER
For the year ended 31 December 2019 #{2 = E— N F+ = H =1+ —HIFFE

2019 2018
—E-nF —E-)N\F
RMB’000 RMB’000
AR¥T T ARBFT
OPERATING ACTIVITIES ReEEE
Profit before tax B 31 Al i A 44,414 54,658
Adjustments for: AT SIBIEL FH%
Finance costs M ER 11,960 15,884
Government subsidies received 2 W 6 B (30,945) (16,778)
Amortisation of government grant BT # Bh#E 88 (5,920) (4,866)
Bank interest income RITH B U A (853) (520)
(Gain) loss on disposal of property, HEWE - BEKR
plant and equipment HER (as) B8 (59) 181
Written off of property, plant and equipment MSEME - BB &
B - 77
Amortisation of intangible assets | & R 728 655
Loss allowance recognised in respect of trade B ZERRIER
and bills receivables e EH R
B R 1,733 821
Depreciation of property, plant and equipment M BRERRETE 16,745 14,770
Depreciation of right-of-use assets CTRAEEENE 8,498 =
Gain arising from change in fair value of LA ER A&
financial assets at fair value through (MBRAFERA
profit or loss (“FVTPL”) B WemEE
N EZFH S (10,099) (5,342)
Operating cash flows before working LEESEHRILE
capital changes BenE 36,202 59,540
(Increase) decrease in inventories =FE& (gm) s (99,664) 175,009
Increase in trade and bills receivables B 5 e W IE M e Uk
ESE Sl (203,681) (161,818)
(Increase) decrease in prepayments and other TEAS FOIE I H At g Uk
receivables FRIAE (8 0) R (4,988) 8,299
Increase in trade and bill payables B SN FIEREN
FEIE M 230,102 145,627
Increase in accruals and other payables FET B FA B H A E £+
FIALE N 8,199 15,714
(Decrease) increase in contract liabilities BB ECHD) LM (45,998) 101,368
Cash (used in) generated from operations 2B (A IBR: (79,828) 343,739
Income tax paid BfFSH (1,017) (336)
NET CASH (USED IN) FROM OPERATING RETH (FrA) B
ACTIVITIES REFH (80,845) 343,403
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CONSOLIDATED STATEMENTS OF CASH FLOWS

n‘l-ﬁ/\IﬁlﬁlJlei%
For the year ended 31 December 2019 B E —ZE— L F+ - A=+—HIF)ZF
2019 2018
—E-NF —N\&F
RMB’000 RMB’000
AR® T ARBFT
INVESTING ACTIVITIES BEEH
Payments for property, plant and equipment BYE - BB REENK (13,325) (66,172)
Proceeds from disposal of property, plant and HEWE - HEREE
equipment FriS 5E 77 -
Payments for intangible assets EF éf? (E: (1,933) (586)
Purchase of financial assets at FVTPL BEERAFEFAEBR
B & B & B (1,003,131) (476,338)
Proceeds from disposal of financial assets at HEEAFEF AR
FVTPL e mEEMSHIA 1,023,060 265,620
Placement in pledged bank deposits GFABEHIETHER (57,806) (9,416)
Withdrawal of pledged bank deposits B EHIRITER 1,363 =
Repayment from (advance to) a shareholder BEER B 3K (IR R A 50) 1,076 (506)
Repayment from a related company EELNEIEEE - 2,126
Repayment from a former related company — AT B R R8N
(note 38(c)) (K17t 38(c) 5,774 =
Interest received B U H B 853 520
NET CASH USED IN INVESTING ACTIVITIES RETEFTABSFEE (43,992) (284,752)
FINANCING ACTIVITIES MEEH
Government subsidies received B BT 47 B 30,945 35,383
Proceeds from issue of shares BT TS FR IR 111,814 5
Capital injection from the then shareholder WJ;' NAE Hx%&ﬁf
of a subsidiary - 8,201
Capital injection from non-controlling shareholder — — &1 B /B A &1 3E 22 I
of a subsidiary fREEE - 5,625
New borrowings raised MEEER 343,421 492,790
Repayment of borrowings EEER (258,625) (599,829)
Payments for capital element of lease liabilities HEBBEERILDMNR (8,199) =
Interest paid ERFE (11,960) (15,884)
Expenses directly attributable to issue of shares BIIROEERERY (13,435) =
NET CASH FROM (USED IN) FINANCING REEEATE (FrA)
ACTIVITIES Re&FH 193,961 (78,709)
NET INCREASE (DECREASE) IN CASH AND RERBREESEMEM
CASH EQUIVALENTS (R2) F8 69,124 (15,058)
CASH AND CASH EQUIVALENTS AT FHNRERALEEY
BEGINNING OF YEAR 56,118 68,830
Effect of foreign exchange rate changes fE RS FHH) 5 1,440 2,346
CASH AND CASH EQUIVALENTS AT FRRERASZEZEY
END OF YEAR 126,682 56,118
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e IR AR M T

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands
under the Companies Law, Chapter 22 (Law 3 of 1961,
as combined and revised) of the Cayman Islands as an
exempted company with limited liability on 15 August 2018
and its shares have been listed on Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
since 13 November 2019 (the “Listing”). The ultimate
controlling parties are Mr. Li Chengjun and Mr. Xiong Bin (the
“Controlling Shareholders”).

The address of the registered office is located in P.O.BOX
31119 Grand Pavilion, Hibiscus Way, 802 West Bay Road,
Grand Cayman, Cayman lIslands and the principal place of
business of the Company is located in 5D-506, F1.6 Block,
Tianfa Building, Tianan Chenggongmiao Industrial Park,
Futian District, Shenzhen, China.

The Company is an investment holding company. The
principal activities of its subsidiaries are designing,
manufacturing and sales of mobile phones and printed
circuit board assembly (‘PCBA”) and Internet of things (“IOT”)
related products and investment holding. Particulars of the
subsidiaries have been set out in note 40.

The consolidated financial statements are presented in RMB
which is also the functional currency of the Company, and
all values are rounded to the nearest thousands, except
when otherwise indicated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS

Pursuant to the reorganisation as detailed in the section
headed “History, Development and Reorganisation” of
the prospectus of the Company dated 30 October 2019
(the “Reorganisation”), the Company became the holding
company of the companies now comprising the Group on
10 September 2018.

The Group has been under the control of the Controlling
Shareholders prior to and after the Reorganisation. The
Group comprising the Company and its subsidiaries
resulting from the Reorganisation is regarded as a
continuing entity. Accordingly, the consolidated financial
statements have been prepared on the basis as if the
Company had always been the holding company of the
companies now comprising the Group throughout the year
ended 31 December 2018, using the principles of merger
accounting with reference to Accounting Guideline 5 “Merger
Accounting for Common Control Combinations” issued by
the HKICPA as set out in note 4 below.

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 include the results and cash flows of the companies
now comprising the Group as if the current group structure
upon completion of the Reorganisation had been in
existence throughout the year ended 31 December 2018.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

In the current year, the Group has adopted the following
new and amendments to HKFRSs issued by the HKICPA.

HKFRS 16 Leases

HK(IFRIC) — Int 23 Uncertainty over Income Tax
Treatments

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation Plan

Amendments to HKAS 19 Amendment, Curtailment or
Settlement

Amendments to HKAS 28 Long-term Interests in
Associates and Joint Ventures

Amendments to HKFRSs  Annual Improvements to
HKFRSs 2015 - 2017 Cycle

The adoption of HKFRS 16 resulted in the changes in
the Group’s accounting policies and adjustments to the
amounts recognised in the consolidated financial statements
as summarises below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e TR R MR

3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

3.1 Impacts on adoption of HKFRS 16 Leases

HKFRS 16 introduces new or amended requirements
with respect to lease accounting. It introduces
significant changes to the lessee accounting by
removing the distinction between operating lease and
finance lease and requiring the recognition of right-
of-use asset and a lease liability for all leases, except
for short-term leases and leases of low value assets.
In contrast to lessee accounting, the requirements for
lessor accounting have remained largely unchanged.
Details of these new accounting policies are described
in Note 4. The Group has applied HKFRS 16 Leases
retrospectively with the cumulative effect of initial
application as an adjustment to the opening balance
of equity, where appropriate, at 1 January 2019, and
has not restated comparatives for the 2018 reporting
period as permitted under the specific transitional
provisions in the standard. Accordingly, comparative
information has not been restated and continues to be
reported under HKAS 17 Leases (“HKAS 177).

On transition to HKFRS 16, the Group elected to apply
the practical expedient to grandfather the assessment
of which arrangements are, or contain, leases.
It applied HKFRS 16 only to contracts that were
previously identified as leases. Contracts that were not
identified as leases under HKAS 17 and HK(IFRIC) -
Interpretation 4 Determining whether an Arrangement
contains a Lease (“HK(IFRIC) — Int 4”) were not
reassessed. Therefore, the definition of a lease under
HKFRS 16 has been applied only to contracts entered
into or changed on or after 1 January 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

3.1 Impacts on adoption of HKFRS 16 Leases
(Continued)
The major impacts of the adoption of HKFRS 16 are
described below.

The Group as lessee

On adoption of HKFRS 16, the Group recognised lease
liabilities in relation to leases which had previously been
classified as ‘operating leases’ under the principles of
HKAS 17 Leases (except for lease of low value assets
and lease with remaining lease term of twelve months
or less). These liabilities were measured at the present
value of the remaining lease payments, discounted
using the lessee’s incremental borrowing rate as
of 1 January 2019. The weighted average lessee’s
incremental borrowing rate applied to the lease
liabilities on 1 January 2019 was 5%.

The Group recognised right-of-use assets and
measured them at an amount equal to the lease
liability.

(i) Impact of transition to HKFRS 16 at 1
January 2019

On transition to HKFRS 16 on 1 January 2019,
right-of-use assets were recognised and
measured at an amount equal to the lease liability
of approximately RMB16,664,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

3. APPLICATION OF NEW AND REVISED 3. ERMIIREEITEBHER

HONG KONG FINANCIAL REPORTING HER((ERAUBHRELED ]
STANDARDS (“HKFRSs”) (Continued) (%)
3.1 Impacts on adoption of HKFRS 16 Leases 31 KAEBMKEHREERZE16
(Continued) REENTEE @
The Group as lessee (Continued) AEEERFAMEA (&)
() Impact of transition to HKFRS 16 at 1 () R-ZF-NF—HA—HBRE
January 2019 (Continued) EEEEIHREERFE 16
Ko E ()
Differences between operating lease commitment RZE—N\F+=ZH=1+—H
as at 31 December 2018, the date immediately (BEEZEsXERABEHAZA)
preceding the date of initial application, ZIEEHEAE (FAEEER
discounted using the incremental borrowing rate, FEBIR) MR =T —NF—A
and the lease liabilities recognised as at 1 January —HERz2HEEEZRANE
2019 are as follow: BT -
RMB’000
ARET R
Operating lease commitments disclosed R=—Z—\F+_-_A=+—H
as at 31 December 2018 52 T E AR 19,322
Less: Short-term leases and other leases & : MHEAERHTHBPA-Z
with remaining lease term endingonor ~ — L FE+ = A =+—H Z Al
before 31 December 2019 mRZHEMBE (1,721)
17,601
Discounted using the incremental FRR=ZZ—NF—HA—HZ
borrowing rate at 1 January 2019 12 M KB ER R
and lease liabilities recognised as at 1 —E-AE-A—HA®ER
January 2019 HEARE 16,664
Current portion mENER 7,299
Non-current portion FEMmENEB 9,365
16,664
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3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

3.1 Impacts on adoption of HKFRS 16 Leases
(Continued)

The Group as lessee (Continued)
(i) Practical expedients applied
On the date of initial application of HKFRS 16, the

Group has used the following practical expedients
permitted by the standard:

e not to reassess whether a contract is,
or contains a lease at the date of initial
application. Instead, for contracts entered
into before the transition date the Group
relied on its assessment made applying
HKAS 17 and HK(IFRIC)-4 Determining
whether an Arrangement contains a Lease;

e the accounting for operating leases with a
remaining lease term of less than 12 months
as at 1 January 2019 as short-term leases;
and

e the exclusion of initial direct costs for the
measurement of the right-of-use assets at
the date of initial application.

The application of the other new and amendments to
HKFRSs in the current year has had no material impact
on the Group’s financial performance and position for the
current and prior years and/or on the disclosures set out in
these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3. APPLICATION OF NEW AND REVISED 3.

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and revised HKFRSs in issue but not yet
effective
The Group has not early applied the following new and
amendment to HKFRSs that have been issued but are not
yet effective.

HKFRS 17 Insurance Contracts?

Amendments to HKFRS Sale or Contribution of

10 and HKAS 28 Assets between in Investor
and its Associate or Joint
Venture®
Amendments to Definition of a Business*
HKFRS 3
Amendments to HKAS 1 Definition of Material’
and HKAS 8
Amendments to Interest Rate Benchmark
HKFRS 9, HKAS 39 Reform’
and HKFRS 7

Conceptual Framework Revised Conceptual
for Financial Reporting ~ Framework for Financial
2018 Reporting'

L Effective for annual periods beginning on or after 1 January 2020

2 Effective for annual periods beginning on or after 1 January 2021

s Effective for annual periods beginning on or after a date to be
determined

. Effective for business combinations and assets acquisitions for which

the acquisition date is on or after the beginning of the first annual
period beginning on or after 1 January 2020

The directors of the Company anticipate that the application
of the new and amendments to HKFRSs will have no
material impact on the results and the financial position of
the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESBEK

The consolidated financial statements have been prepared
in accordance with HKFRSs issued by HKICPA. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on the Main Board of the Stock Exchange and by
the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments that are measured at fair value at the end
of each reporting period, as explained in the accounting
policies set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

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 in the principal (or most
advantageous) market at the measurement date under
current market conditions (i.e. an exit price) regardless of
whether that price is directly observable or estimated using
another valuation technique.

Details of fair value measurement are explained in the
accounting policies set out below.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the
financial statement of the Company and entities controlled
by the Company and its subsidiaries.

Control is achieved where the Group has: (i) the power over
the investee; (i) exposure, or rights, to variable returns from
its involvement with the investee; and (jii) the ability to use its
power over the investee to affect the amount of the Group’s
returns.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes
to one or more of the three elements of control listed above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary.

Income and expenses of subsidiaries are included in
the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains
control until the date when the Group ceases to control the
subsidiary.

Profit or loss and each component of other comprehensive
income of subsidiaries are attributed to the owners of the
Company and non-controlling interest.

All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between
entities of the Group are eliminated in full on consolidation.

Where necessary, adjustments are made to the financial
statements of subsidiaries in preparing the consolidated
financial statements to bring their accounting policies in line
with the Group’s accounting policies.

Merger accounting for business combination
involving entities under common control

The consolidated financial statements incorporate the
financial statements items of the combining entities or
businesses in which the common control combination
occurs as if the combination had occurred from the date
when the combining entities or businesses first came under
the control of the controlling party.

The net assets of the combining entities or businesses
are consolidated using the existing book values from the
controlling party’s perspective. No amount is recognised
in respect of goodwill or excess of acquirer’s interest in
the net fair value of acquiree’s identifiable assets, liabilities
and contingent liabilities over cost at the time of common
control combination, to the extent of the continuation of the
controlling party’s interest.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Merger accounting for business combination
involving entities under common control
(Continued)

The consolidated statement of profit or loss and other
comprehensive income include the results of each of the
combining entities or businesses from the earliest date
presented or since the date when the combining entities or
businesses first came under the common control, where this
is a shorter period, regardless of the date of the common
control combination.

The comparative amounts in the consolidated financial
statements are presented as if the entities or businesses
had been combined at the end of the previous reporting
period or when they first came under common control,
whichever is earlier.

Revenue recognition

Revenue is recognised to depict the transfer of promised
goods and services to customers at an amount that reflects
the consideration to which an entity expects to be entitled
in exchange for those goods or services to a customer.
Specifically, the Group uses a five-step approach to
recognise revenue:

e  Step 1: Identify the contract(s) with a customer

° Step 2: Identify the performance obligations in the
contract

e  Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to the
performance obligations in the contract

e  Step 5: Recognise revenue when (or as) the Group
satisfies a performance obligation

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligations is
transferred to customer.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. FTESFBE @)
(Continued)
Revenue recognition (Continued) Uy 25 B AR (1®)

A performance obligation represents a good (or a bundle of
goods) that is distinct or a series of distinct goods that are
substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of
the following criteria is met:

e the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

e The Group’s performance creates or enhances an
asset that the customer controls as the asset is
created or enhanced; or

e The Group’ performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good or service.
Revenue is measured based on the consideration specified
in a contract with a customer, excludes amounts collected
on behalf of third parties, discounts and sales related taxes.

Sales of goods

The Group produces and sells mobile phones, PCBAs for
mobile phone, 10T related products, and other products
related to mobile phones. Revenue from the sale of goods
is recognised when control of the product has transferred
to the customer. Control of the product is considered
transferred to the customer generally on delivery of goods
to the customer’s specified location and when customer
acceptance has been obtained which is the point of time the
customer has the ability to direct the use of these products
and obtain substantially all of the remaining benefits of these
products.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

Sales of goods (Continued)

A receivable is recognised when the products are delivered
and accepted by customers as this is the point in time that
the consideration is unconditional because only the passage
of time is required before the payment is due. Payment of
the transaction price is usually due within 30-90 days of
the date when control of the products is transferred to the
customer.

The Group normally received range from 5% to 30% of
the contract value as deposit from customers when they
signed the sale and purchase agreement for sales of
products. For certain sale order received from customer
relating to IOT related products, the Group received 80%
of the contract value as upfront deposit when they signed
the sale agreement. These deposits are recognised as
contract liabilities until the goods have been delivered to the
customers.

The Group provides warranties for general repairs of
defects to ensure that the products comply with agreed
upon specification and they are therefore assurance-
type warranties and the Group accounts for the warranty
in accordance which HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (accounting policy applicable on or
after 1 January 2019)

Definition of a lease

A contract is, or contains, a lease if the contract conveys a
right to control the use of an identified asset for a period of
time in exchange for consideration.

The Group as lessee

The Group assesses whether a contract is or contains a
lease, at inception of the contract. The Group recognises
a right-of-use asset and a corresponding lease liability with
respect to all lease arrangements in which it is the lessee,
except for short-term leases (defined as leases with a
lease term of 12 months or less) and leases of low value
assets. For these leases, the Group recognises the lease
payments as an operating expense on a straight-line basis
over the term of the lease unless another systematic basis is
more representative of the time pattern in which economic
benefits from the leased assets are consumed.

4.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4, TEGTTHEE®@
(Continued)
Lease liabilities HEEE

At the date of initial application of HKFRS 16 on 1 January
2019 or at the commencement date, the Group measures
lease liability at the present value of the lease payments
that are not paid at that date. The lease payments are
discounted by using the interest rate implicit in the lease. If
this rate cannot be readily determined, the Group uses its
incremental borrowing rate.

Lease payments included in the measurement of the lease
liability represents the fixed lease payments (including in-
substance fixed payments).

The lease liability is presented as a separate line in the
consolidated statement of financial position.

The lease liability is subsequently measured by increasing
the carrying amount to reflect interest on the lease liability
(using the effective interest method) and by reducing the
carrying amount to reflect the lease payments made.

Right-of-use assets

The right-of-use assets comprise the initial measurement of
the corresponding lease liability, lease payments made at or
before the commencement date and any initial direct costs,
less lease incentives received.

Right-of-use assets are subsequently measured at cost less
accumulated depreciation and impairment losses. They are
depreciated over the shorter period of lease term and useful
life of the underlying asset. The depreciation starts at the
commencement date of the lease.

The Group applies HKAS 36 to determine whether a right-
of-use asset is impaired and accounts for any identified
impairment loss as described in the “Impairment losses
on tangible assets and intangible assets” policy as stated
below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Allocation of consideration to components of
a contract

For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of
the lease component and the aggregate stand-alone price
of the non-lease components.
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any lease and associated non-lease components as a single
arrangement. The Group has used this practical expedient
for all leases.

Accounting policy applicable prior to

1 January 2019

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time
pattern in which economic benefits from the leased assets
are consumed.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised as
a reduction of rental expense on a straight-line basis, except
where another systematic basis is more representative of
the time pattern in which economic benefits from the leased
asset are consumed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. FTESFBE @)

(Continued)

Foreign currencies SN

In preparing the financial statements of each individual group FRENSEER oV BRERE - Lix
entity, transactions in currencies other than the functional ERINGEEE I Z B (JNE) FTiETT

currency of that entity (foreign currencies) are recorded in
the respective functional currency (i.e. the currency of the
primary economic environment in which the entity operates)
at the rates of exchanges prevailing at the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing at that date.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency
of the Group (i.e. RMB) using exchange rates prevailing at
the end of reporting period. Income and expenses items
are translated at the average exchange rates for the year.
Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity under
the heading of translation reserve.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. TESFBE @
(Continued)
Borrowing costs (EE/ 2%

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Government subsidies

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

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

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

Retirement benefits cost

Payments to the PRC state-managed retirement benefit
schemes and the Mandatory Provident Fund Scheme
(the “MPF Scheme”) are recognised as an expense when
employees have rendered service entitling them to the
contributions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. FESFHBE @
(Continued)
Short-term employee benefits EHEEER

A liability is recognised for benefits accruing to employees
in respect of wages and salaries, annual leave and sick
leave in the period the related service is rendered at the
undiscounted amount of the benefits expected to be paid in
exchange for that service.

Liabilities recognised in respect of short-term employee
benefits are measured at the undiscounted amount of the
benefits expected to be paid in exchange for the related
service.

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit before tax as reported
in the consolidated statement of profit or loss and other
comprehensive income because it excludes items of income
or expense that are taxable or deductible in other years and
it further excludes 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 temporary 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. Deferred tax assets are generally recognised
for all deductible temporary difference to the extent that it is
probable that taxable profits will be available against which
those deductible temporary differences can be utilised.
Such deferred tax assets and liabilities are not recognised if
the temporary difference arises from the initial recognition of
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
A PR AR R

4. SIGNIFICANT ACCOUNTING POLICIES 4, TESFHBER @)

(Continued)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries,
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. Deferred
tax assets arising from deductible temporary differences
associated with such investments are only recognised to
the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the
temporary differences and they are expected to 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 assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rate
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
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.

Current tax and deferred tax are recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment

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.

Depreciation is recognised so as to allocate the cost of
items of property, plant and equipment less their residual
values over their estimated useful lives, using the straight-
line method. The estimated useful lives, residual values
and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Ownership interests in leasehold land and
buildings

For payments of ownership interest of properties which
includes both leasehold land and building elements,
the entire property is presented as property, plant and
equipment of the Group when the payments cannot be
allocated reliably between the leasehold land and building
elements.
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Intangible assets BREE
Intangible assets acquired separately PHRBACEBLEE

Intangible assets with finite useful lives that are acquired
separately are carried at costs less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives is
recognised on a straight-line basis over their estimated
useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate being accounted
for on a prospective basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. FESFHBE @
(Continued)
Cash and cash equivalents ReERBRSEEY

Bank balances and cash in the consolidated statement of
financial position comprise cash at banks and on hand.

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents consist of cash as defined
above.

Interests in subsidiaries

Interests in subsidiaries are stated on the statement of
financial position of the Company at cost less any identified
impairment loss.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Costs of inventories are calculated using weighted
average method. Net realisable value represents the
estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.

Financial instruments

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

Financial assets and financial liabilities are initially measured
at fair value, except for trade receivables arising from
contracts with customers which are initially measured in
accordance with HKFRS 15. Transaction costs that are
directly attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial assets
or financial liabilities at fair value through profit or loss) 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 fair
value through profit or loss are recognised immediately in
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

W

e TR R MR

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets

Purchases or sales of financial assets that require delivery
of assets within a time frame established by regulation
or convention in the marketplace (regular way trade) are
recognised on the trade date, i.e., the date that the Group
commits to purchase or sell the assets.

All recognised financial assets are subsequently measured
in their entirety at either amortised cost or fair value,
depending on the classification of the financial assets. The
Group’s financial assets are classified, at initial recognition,
as subsequently measured at amortised cost and fair value
through profit or loss.

The classification of financial assets at initial recognition
depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for
managing them.

Classification of financial assets

Debt instruments that meet the following conditions are
subsequently measured at amortised cost:

e the financial asset is held within a business model
whose objective is to hold financial assets in order to
collect contractual cash flows; and

e the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.

Financial assets at amortised cost are subsequently
measured using the effective interest method and are
subject to impairment.

Amortised cost and effective interest method

The effective interest method is a method of calculating
the amortised cost of a debt instrument and of allocating
interest income over the relevant period.

For financial instruments other than purchased or originated
credit-impaired financial assets, the effective interest rate
is the rate that exactly discounts estimated future cash
receipts (including all fees and points paid or received that
form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) excluding ECL,
through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the gross carrying amount
of the debt instrument on initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. FTESFBE @)
(Continued)

Financial instruments (Continued) £WMI A @)
Financial assets (Continued) TRIEE (§)

Amortised cost and effective interest method
(Continued)

The amortised cost of a financial asset is the amount at
which the financial asset is measured at initial recognition
minus the principal repayments, plus the cumulative
amortisation using the effective interest method of any
difference between that initial amount and the maturity
amount, adjusted for any loss allowance. On the other
hand, the gross carrying amount of a financial asset is the
amortised cost of a financial asset before adjusting for any
loss allowance.

Interest income is recognised using the effective interest
method for debt instruments measured subsequently
at amortised cost. For financial instruments other than
purchased or originated credit-impaired financial assets,
interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial
asset, except for financial assets that have subsequently
become credit-impaired.

Interest income is recognised in profit or loss and is included
in the “other gains and income” line item.

Financial assets at FVTPL

Financial assets that do not meet the criteria for being
measured at amortised cost or fair value through other
comprehensive income (“FVTOCI”) are measured at FVTPL.

Financial assets at FVTPL are measured at fair value, with
any gains or losses recognised in profit or loss. The net gain
or loss recognised in profit or loss and is included in the
“other gains and income” line item. Fair value is determined
in the manner described in Note 37(c).
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets

The Group recognises a loss allowance for ECL on
financial assets which are subject to impairment under
HKFRS 9 (including trade and bills receivables, pledged
bank deposits, amount due from a shareholder, other
receivables and bank balances and cash). The amount of
ECL is updated at each reporting date to reflect changes in
credit risk since initial recognition of the respective financial
instruments.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL (“12m ECL”)
represents the portion of lifetime ECL that is expected to
result from default events that are possible within 12 months
after the reporting date.

Assessment are done based on the Group’s historical credit
loss experience and forward looking information including
both current and forecast general economic conditions at
the reporting date.

The Group applies the simplified approach to provide for
ECL prescribed by HKFRS 9 for trade and bills receivables.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been a
significant increase in credit risk since initial recognition, the
Group recognises lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring since
initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. FTESFBE @)
(Continued)

Financial instruments (Continued) £WMI A @)
Financial assets (Continued) TRIEE (§)

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

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

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

e significant deterioration in external market indicators
of credit risk for particular debtors, e.g. a significant
increase in the credit spread, the credit default swap
prices for the debtor, or the length of time or the extent
to which the fair value of a financial asset has been less
than its amortised cost;

e 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;

e an actual or expected significant deterioration in the
operating results of the debtor;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

4. SIGNIFICANT ACCOUNTING POLICIES 4, TESFHBER @)

(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Significant increase in credit risk (Continued)

e significant increases in credit risk on other financial
instruments of the same debtor; and

e 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.

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, ii) the
borrower has a strong capacity to meet its contractual cash
flow obligations in the near term and iii) adverse changes in
economic and business conditions in the longer term may,
but will not necessarily, reduce the ability of the borrower
to fulfill its contractual cash flow obligations. The Group
considers a financial asset to have low credit risk when
it has an internal or external credit rating of ‘investment
grade’ as per 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 amount.

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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. FESFHBE @
(Continued)

Financial instruments (Continued) £WMI A @)
Financial assets (Continued) TRIEE (§)
Definition of default ERIEE

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.

e when there is a breach of financial covenants by the
counterparty; or

° 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).

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.

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, e.g. when the counterparty has been placed under
liquidation or has entered into bankruptcy proceedings,
or in the case of trade and bills receivables, when the
amounts are over 24 months past due, whichever occur
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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e TR R MR

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

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:

e significant financial difficulty of the issuer or the
borrower;

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

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

e |t is becoming probable that the borrower will enter
bankruptcy or other financial reorganisation; or

e the disappearance of an active market for that financial
asset because of financial difficulties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. FTESFBE @)
(Continued)

Financial instruments (Continued) £WMI A @)
Financial assets (Continued) TRIEE (§)

Measurement and recognition of expected crediit losses

The measurement of expected credit losses 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 for the exposure at default,
for financial assets, this is represented by the assets’ gross
carrying amount at the reporting date.

For the financial assets, the expected credit loss 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.

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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. FESTBE @
(Continued)

Financial instruments (Continued) £WMI A @)
Financial assets (Continued) TRIEE (§)
Derecognition of financial assets AP IRERE G EE

A financial asset is derecognised 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 of the asset 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.

On derecognition of a financial asset measured at amortised
cost, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable is
recognised in profit or loss.

Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.

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 a group entity
are recognised at the proceeds received, net of direct issue
costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. FTESFBE @)
(Continued)
Financial instruments (Continued) £WMI A @)

Financial liabilities and equity instruments
(Continued)

Financial liabilities

The Group’s financial liabilities including trade and bills
payables, accruals and other payables, borrowings are
subsequently measured at amortised cost, using the
effective interest method.

Derecognition of financial liabilities

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 is recognised in profit or loss.

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to settle that
obligation, and a reliable estimate can be made of the
amount of the obligation.

Provisions are measured at the best estimate of the
consideration required to settle the present obligation at
the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. When
a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the
present value of those cash flows (where the effect of the
time value of money is material).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

4. SIGNIFICANT ACCOUNTING POLICIES 4, TESFHBER @)

(Continued)

Impairment losses on tangible assets and
intangible assets

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment loss, if
any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. Where a reasonable and consistent basis
of allocation can be identified, corporate assets are also
allocated to individual cash-generation units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis
can be identified.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses on tangible assets and
intangible assets (Continued)

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or a cash-generating unit) is
increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed
the carrying amount that would have been determined
had no impairment loss been recognised for the asset
(or a cash-generating unit) in prior years. A reversal of an
impairment loss is recognised as immediately in profit or
loss as income.

Fair value measurement

When measuring fair value, expect for the Group’s leasing
transactions and value in use of assets for the purpose of
impairment assessment, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing
the asset or liability at the measurement date.

The Group uses valuation techniques that are appropriate
in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of
unobservable inputs. Specifically, the Group categorised
the fair value measurements into three levels, based on the
characteristics of inputs, as follow:

Level 1 — Quoted (unadjusted) market prices in active
markets for identical assets or liabilities.

Level 2 — Valuation techniques for which the lowest level
input that is significant to the fair value measurement is
directly or indirectly observable.

Level 3 — Valuation techniques for which the lowest level
input that is significant to the fair value measurement is
unobservable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

SIGNIFICANT ACCOUNTING POLICIES 4. FTESFBE @)
(Continued)
Fair value measurement (Continued) ATEFE @)

At the end of the reporting period, the Group determines
whether transfer occur between levels of the fair value
hierarchy for assets and liabilities which are measured at fair
value on recurring basis by reviewing their respective fair
value measurement.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in note 4, the directors of the
Company are required to make judgements, estimates
and assumptions about the amounts of assets, liabilities,
revenue and expenses reported and disclosures made in
the consolidated financial statements. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

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

The following are the key assumptions concerning the
future, and other key sources of estimation uncertainty at
the end of the reporting period, that have a significant risk of
resulting in a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.

1 50 Sprocomm Intelligence Limited  Annual Report 2019

REBERR AEEEBRTEERA
BERBZATENE BEERATER
BZRERBBZATEREAZHARS
FEEREEE -

HEF T RERZNEEZRR

FEREAMEARMANAEE S5 BRE -
ARBEFANRE M BERERIZHREN
BE RE WaEkAXSBANMIE
BB VE A A REBR % E
EEr RARERR D RBEEEER KRR
RERNEMERFEL - BERGERATE
BRI ZFHET

AEt REARR AR - WEFHE
FEZERTESERERI < HIRBREE
QBB ReEZMEAER  He
FHEET 2B RT S IR B R R R HAfE 9 18 A
T8 AEEFLZER BEERKEY
BARER

ATREBBRZEEBRERNBEH
REFTEERZZEMBEEZRIR - T)
AU TEYBRFREZEERABBZR
E{EERNERNFHE 2 EAER -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Useful lives and estimated impairment of
property, plant and equipment

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. The estimated useful
lives reflect the Company’s directors’ estimate of the periods
that the Group intends to derive future economic benefits
from the use of the Group’s property, plant and equipment,
based on various factors. The Group’s replacement policy
for property, plant and equipment is mainly based on
repairs and useful lives duration of assets. The estimation
of useful lives impacts the level of annual depreciation
expenses recorded. Property, plant and equipment are
evaluated for possible impairment and the process requires
management’s estimate of future cash flows generated by
the assets. For any instance where this evaluation process
indicates impairment, the relevant asset’s carrying amount
is written down to the recoverable amount and the amount
of the write-down is charged against the consolidated
statement of profit or loss and other comprehensive income.
As at 31 December 2019 the carrying amounts of property,
plant and equipment were approximately RMB127,913,000
(2018: RMB131,351,000). No impairment loss has been
recognised during the years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Impairment losses recognised in respect of
trade and bills receivables

The impairment for trade and bills receivables is based
on assumptions about ECL. The Group used judgement
in making these assumptions and selecting the inputs to
the impairment calculation, bases on the number of days
that trade and bills receivables are outstanding as well
as the Group’s historical experience and forward-looking
information at the end of the reporting period. Changes in
these assumptions and estimates could materially affect the
result of the assessment and it may be necessary to make
additional impairment charge to the consolidated statement
of profit or loss and other comprehensive income.

As at 31 December 2019, the carrying values of trade
and bills receivables is approximately RMB622,161,000
(81 December 2018: RMB417,066,000) net of allowance
for doubtful debt of approximately RMB2,829,000 (31
December 2018: RMB1,096,000).

Allowances recognised in respect of
inventories

The management of the Group reviews an ageing analysis
at the end of each reporting period and makes allowance for
obsolete and slow-moving items identified that are no longer
suitable for sale or use. The Group makes allowance for
inventories based on the assessment of the net realisable
value. The management estimates the net realisable value
for inventories based on subsequent usage and sales,
ageing analysis and current market conditions. As at 31
December 2019, the carrying amounts of inventories were
approximately RMB283,956,000 (2018: RMB 184,292,000)
and no impairment loss has been recognised for the years
ended 31 December 2019 and 2018.
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e TR R MR

5. KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Provision for litigation

During the year, the Group has been involved in certain
litigations and claims (see Note 42). The management
determines the provision for claims based on their best
estimates according to their understanding of legal advice.
Where the final outcome of the claim and negotiation with
the respective party is different from the estimation made by
the management, such difference will result in a decrease or
an increase profit in the year in which such determination is
finalised. As at 31 December 2019, the Group had provision
for litigation of approximately RMB1,767,000 (2018:
RMB1,783,000).

6. REVENUE

Revenue represents revenue arising on sales of goods
in the normal course of business, net of discounts and
sales related taxes. The Group’s revenue for the year is
recognised at a point in time.

An analysis of revenue from contracts with customer
disaggregated by major product types is as follows:

AT EERZNEERIE @)

AR e

FR - AEBSRBERFARRE (BH
E42) BEREREBHEYEEIEZ AR
TEREZEGAETCRERE -WR
ERERABTETHENRELERREE
BEMEMTTR IBBEBEER R
REETEBERNEE N EBREF R
gEMe- R=FE—NF+=—_A=+—8"
REBFARBLHAREK1,767,0007T (=
T—N\F : AR¥1,783,0007T) °

Wy 2

WHEER - REFBETHEESRES
ZWeas (RN REHERBENE) -
AEBENFARRNE — R ERER

REFrEZERBASINERFGORED
e

B

2019 2018
—E-hE —E-)N\F

RMB’000 RMB’000

AR®T T ARET T

Mobile phone F i 2,410,583 2,657,776
PCBAs E[) ) 88 Bt 4B 5% 471,862 148,895
|OT related products Y 48 48 B8 2= S 127,697 66,045
Others HAph 107,506 71,008
3,117,648 2,943,724

Transaction price allocated to the remaining
performance obligations

The sales contracts are with an original expected duration
of less than one year. Accordingly, the Group has elected
the practical expedient and has not disclosed the amount
of transaction price for the performance obligation that is
unsatisfied as of the end of respective reporting period.

TEEHK NENEENXRZER

HEAHNREMFENIN—F -Altt -
ARECERERBEEARAEERE
AREHREARBITENEENRSE
REHR -
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SEGMENT INFORMATION

The Group is principally engaged in designing,
manufacturing and sales of mobile phones and PCBA and
IOT related products. Information reported to the chief
operating decision makers, for the purpose of resources
allocation and performance assessment, focuses on the
operating results of the Company as a whole as the Group’s
resources are integrated and no discrete operating segment
financial information is available. Accordingly, no operating
segment information is presented.

Geographical information
The Group’s operations are mainly located in the PRC (the
place of domicile of the Group’s operation).

Information about the Group’s revenue from external
customers presented based on the location of customers is
as follows.

2 EER

AEBEBRERT HERBEETH
ENRl BRI R B AR ER © 7
TELERRELZBRUARERD B MK
BHMZEREINARAERBLEEE
B ARAKEEZEREIFES L E
BYUZEEDBHBER - Bt - L #
2IREDHME -

b 13 & B
AEENELEERPE (REBEBH
TEHh) 1T o

BRI E 2N AEENBES K
Eh o

Revenue from external customers

ShEBEF U
2019 2018
—E-NEF —E-N\F
RMB’000 RMB’000
AR® T ARBTT
India ENE 1,392,492 1,744,915
Algeria o] 8 K2 A1) 3B 275,305 210,280
Thailand Z=H - 62,796
The PRC H 1,167,572 388,606
Pakistan B EHTR 67,889 188,752
People’s Republic of Bangladesh AR A R A 111,789 192,900
Russia and Ukraine REMEE - 86,102
Other regions H b b 102,601 69,373
3,117,648 2,943,724

The Group’s non-current assets are all located in the PRC.
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7. SEGMENT INFORMATION (Continued) 7. HER @
Information about major customers ERXEEFZEH

Revenue from customers contributing over 10% of the total

BRI AREAWE10%IA L2 R

revenue of the Group are as follows: BT
2019 2018
—E-NEF —E-N\F
RMB’000 RMB’000
AR¥T T ARET T
Customer A EEA 581,357 393,867
Customer B EFB 395,416 N/A* 3 F
Customer C EFC N/A* 38 A * 714,202

The corresponding revenue did not contribute over 10% of the total

revenue of the Group.

- BRI BIE AR BB 10% A L -

8. OTHER GAINS AND INCOME 8. Hitlkm R A

2019 2018

—E-AEF —ZT-N\F

RMB’000 RMB’000

AR¥T T ARBT T

Bank interest income HRITH BUA 853 520

Exchange gain, net b 5 s 8 8,532 =
Gain arising from change in fair value of HEEREAFERFTA
financial assets at FVTPL B ARt EZ
CREEATE

BEESL 2 W 10,099 5,342

Government subsidies (Note) RIS FE 8L (H722) 30,945 16,778

Amortisation of government grant RS 478 Bh 4 55

(Note 29) (Htzt29) 5,920 4,866

Sundry income HMIEILA 2,754 286

59,103 27,792

Note:

The government subsidies represent the one-off government grants that were

T 78 B 46 2R B % {84t 75 R R 44 B 1) — IR ME BT 48
BhE - BRITERE A BT - BB R AR MURA

received from local government authorities of which the entitlements were
unconditional and were therefore immediately recognised as other income.
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o.

10.

FINANCE COSTS 9. MEKA
2019 2018
S e G
RMB’000 RMB’000
ARET R ARET T
Interests on: THFEZFE
Lease liabilities HEAE 860 =
Discounted bills financing and FEEMEMBER
factoring loans RIEBER 9,571 13,480
Borrowings &= 1,529 2,404
11,960 15,884
INCOME TAX EXPENSES 10. R 8HBEX
2019 2018
—E-NEF —E-N\F
RMB’000 RMB’000
ARET T ARET T
PRC Enterprise Income Tax (“EIT”) PR ERTS R
([ERIEH])
— Current income tax —BIEARRIS B 3,114 1,839
— Under provision in prior year —BEFEREEIR 744 =
Deferred tax (Note 30): R IE (K22 30) -
Charge to current year RAFEHE 2,793 8,868
Income tax expenses TS fiF = 6,651 10,707

(i)

Pursuant to the rules and regulations of the British
Virgins Islands and Cayman Islands, the Group is not
subject to any income tax in these jurisdictions.

The statutory tax rate of subsidiaries in Hong Kong is
16.5%. No provision for Hong Kong Profits Tax had
been provided for the years ended 31 December 2019
and 2018 as the subsidiaries in Hong Kong has no
assessable profits for both years.

Under the Law of the PRC on Enterprise Income Tax
(the “EIT law”) and Implementation Regulation of the
EIT Law, the tax rate of the subsidiaries established in
the PRC is 25%.

1 56 Sprocomm Intelligence Limited  Annual Report 2019

(i)

(i)

REABRELEESRFASEHSMAA
RO NEBEBALEZTREE
& SR ERIPT IS o

EENBRRZETERER16.5% °
HREEWNBARBE-_E—LF
FZZ2—NFE+ZA=1+—HIEF
EWE|ERTEF R ZWEE
MERTEFSBHETERE -

REFBEEEMAERE(EEME
WE]) R ZRBTABMIERD
RABEKINHERRNRES
25% °
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10. INCOME TAX EXPENSES (Continued)

(iv)

(vi)

One of the Group’s subsidiaries, Shenzhen Sprocomm
Telecommunication Technology Co., Ltd. is recognised
as a High and New-technology Enterprise for the
first time in July 2014, which has been granted tax
concessions by the local tax bureau and is entitled to
PRC EIT at concessionary rate of 15% during the year
ended 31 December 2016 and Shenzhen Sprocomm
has further obtained the renewal of its high technology
qualification in October 2017 and is entitled to the
concession rate of 15% from 2017 to 2019.

One of the Group’s subsidiaries, Shanghai Sprocomm
Telecommunication Technology Co., Ltd. (“Shanghai
Sprocomm”), is awarded the Software Enterprise
Certificate and was accredited as software enterprise
under the relevant PRC laws and regulations in
December 2015. Accordingly, Shanghai Sprocomm
was granted a tax holiday of two years’ tax exemption
and a 50% reduction in the EIT rate of 25% for the
next three years. The subsidiary was exempted from
enterprise income tax from 2016 to 2017, and is
subject to a reduced enterprise income tax rate of
12.5% from 2018 to 2020.

The India taxation was calculated based on the rates
applicable in the relevant jurisdiction on the estimated
assessable profits. No provision of overseas profits
tax has been made, as the Group did not have any
assessable profits subject to overseas profits tax for
both years.

10. FT B8 % BE X (@)

(v)

(vi)

AEB—MHBRARFIIRKEBEE
REERATNR_Z—NE+AE
RERTE =M WEL
FTBERETHIEBES  REECZ
E—XRNF+-_A=1+—BIFEA
EABEMRER15% P B AT
B FIWNRKER_Z—tF+A
BE—TENES BN EEER
TEEE -_TE—+tFE-_T—NEF
ZEXEEBEEY o

AEB—HB AR EEREREE
BEAERAR(TLEERBD R =_Z
—hAF+ZAREBERABPEEEE
RERTEHLCEEZENEREA
FHELE A FBREERW
FRBOARE TRAR=ZF0L
EFERRETFAS0%ZE25% © %
MBARR-_ZE—R"FE_ZT—+
FHMARRHMCEMSR LR
—E-N\FEE T -TEHBRIK
12.5% H T RN ZEFTSHE -

ET 2 75 38 T A 4 5t 8 3R B i 1) 3% B8
HEARAEEREMER ZHEFE -
HRASERNMERLEAZMNE
SN AT B 2 A 7] B AR Bl gt ) - B
EAELBINGHBAE -
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10. INCOME TAX EXPENSES (Continued) 10. FTSFHBE XX (@)
The income tax expenses for the year can be reconciled to REEMMEHATHGEEE RAM
the profit before tax per the consolidated statement of profit FEHBEROBRT IR EEROT

or loss and other comprehensive income as follows:

2019 2018
—E-NEF —E-N\F
RMB’000 RMB’000
AR® TR ARBTT
Profit before tax B 50 Al g 7 44,414 54,658
Tax at the domestic income B R AT B X
tax rate of 25% 25% T E /IR 11,104 13,665
Tax effect of expenses not deductible DA B = ;B
for tax purpose T 6,685 1,239
Tax effect of tax losses not recognised RIERBIIAEIER
M E 2,404 2,420
Utilisation of tax loss not recognised B A R ERA
HIBEE (1,230) -
Effect of different tax rates of subsidiaries R E b AR 4L &
operating in other jurisdictions oL NEEMNGIE N
MEZE (93) 803
Additional deduction arising from research  #f %% Fd 5% &= A= HO R 5N
and development expenses IR (8,497) (11,180)
Tax effect of tax exemption/deduction from FiFSH AR EER ¢~
tax authority (Note 10 (iv) and (v)) MR ETE
(K177 100v) & (v) (7,029) (4,025)
Under provision in prior years BEFEREBNR 744 =
Withholding tax on undistributed earnings of — i 1 B Fff /& A &)
a PRC subsidiary (Note 30) R IRBFHTEH
B (B17F30) 2,563 7,785
Income tax expenses FriS%i X2 6,651 10,707
Details of deferred tax are set out in Note 30. EERIBEBAGEESHAMZESI0 -
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11. PROFIT FOR THE YEAR 1. FAREF

2019 2018
S e G
RMB’000 RMB’000
AR¥ET T ARBEF T
Profit for the year has been arrived at after  4F A0 A & 1R
charging (crediting): Gt A) T3I&E
BER
Directors’ emoluments (Note 12) BEE=Me (HF12) 1,731 1,207
Salaries, allowances and other benefits e EMREM
(excluding directors’ emoluments) BN (TEEES
M) 122,372 109,034
Contributions to retirement benefits scheme R /K18 #5121 4 7%

(excluding directors’ emoluments) (TBEESEM) 21,077 16,278
Total staff costs 8 T AN4a%E 145,180 126,519
Auditors’ remuneration 2 GilE=a ) 920 627
Listing expenses FHAX 18,073 5,899
Amortisation of intangible assets mH AR 728 655
Amount of inventories recognised as EERAFAIH

an expense FETHE 2,890,495 2,680,527
Net foreign exchange (gains) losses 5 (Wes) B1EFRE (8,532) 4,820
Depreciation of property, plant and W - BE R

equipment e 16,745 14,770
Depreciation of right-of-use assets FREEENE 8,498 =
(Gains) loss on disposal of property, HEWE - BE R

plant and equipment BER () BB (59) 181
Impairment loss recognised in respect of 5t & 5 fE U F 18 &

trade and bills receivables JEW R IR MR

BB ER 1,733 821
Loss on written off of property, plantand ~ #i#54% - BE &

equipment REHEE - 7
Provision for litigation ERFEA B 742 1,783
Operating lease payments in respect of YIS ERE TR

premises (Note) (Krat) - 11,546

Bt BE_ZE-NF+-_A=+—BLFE -9
EREHMENFTERETB G ERFE TR
EERARZER - BE-ZT-NF+=A
=+ HIEFENEE N REFBERRHET

Note: Operating lease payments in respect of premises for the years ended
31 December 2018 represent payments made and accounted for
under HKAS 17. Details of the lease payments made for the year
ended 31 December 2019 are set out in Note 17.
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12. DIRECTORS’ EMOLUMENTS 12.EEME
Details of directors’ emoluments are as follows: BEEMEFBOT
Emoluments paid or
receivable in respect of
services in connection with Salaries, Contributions
the management of the allowances to retirement
affair of the Company or its and other benefits
subsidiary undertakings: Fees benefits scheme Total
BAREESKEBREND e
AR ERNME (FREE RER RIREF
DNRHEME LD RAE) : we Htt @5 B REEA #et
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETRT ARBTT ARBTRT
Year ended HE-_ZT-NF
31 December 2019 +ZA=+—H
LLFE
Executive Directors HITEE
Mr. Li Chengjun’ (Chief FERE LA
Executive of the Company) (RRFITHBH) - 492 25 517
Mr. Xiong Bin' RRM A - 251 14 265
Mr. Li Hongxing' U ELAE - 448 100 548
Mr. Guo Qinglin’ BEMEE - 307 10 317
Independent non-executive BUHHTEE
Directors
Mr. Wong Kwan Kit2 mENEE? 21 - - 21
Mr. Lu Brian Yong Chen? B KBRS A2 21 - - 21
Mr. Hung Wai Man? HEAEREE? 21 - - 21
Ms. Tseng Chin |2 BRI A 12 21 - - 21
84 1,498 149 1,731
Year ended HE_T-N\F
31 December 2018 +=ZA=+—H
HFE
Executive Directors HITEE
Mr. Li Chengjun' (Chief EEE
Executive of the Company) (RRRITHABR) - 612 128 740
Mr. Xiong Bin' ARM S A - 371 96 467
- 983 224 1,207
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12. DIRECTORS’ EMOLUMENTS (Continued)

1. Appointed as the directors of the Company on 15 August 2018

2. Mr. Wong Kwan Kit, Mr. Lu Brian Yong Chen, Mr. Hung Wai Man
and Ms. Tseng Chin | were appointed as independent non-executive
directors on 18 October 2019. The independent non-executive
directors had not yet been appointed nor received any remuneration

prior to 18 October 2019.

The amounts disclosed above represent remuneration
paid or payable to the directors of the Company (including
emoluments for services an employee/director of the group
entities prior to becoming the directors of the Company) by

entities comprising the Group.

None the chief executive nor any of the directors of the
Company waived or agreed to waive any emoluments paid
by the Group for the years ended 31 December 2018 and
2019. No emoluments were paid by the Group to any of
the directors of the Company as an incentive payment for
joining the Group or as compensation for loss of office

during both years.

13. EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, two (2018: two) were the directors (including chief
executive) of the Company, whose emoluments are set out
in Note 12 above. The emolument of the remaining three

(2018: three) highest paid individuals were as follows:

12.

13.

EEME m@m

1. RZZE-NFNA\A+REBEZERARRAES

2. EEARE BXKRELE HRREERGH
BEER-_ZF-AF+A+TNBEZELAAR
REBIUFNTES - BUIFATEER-F
—NFETATNBHRERET  FRERER
oM -

EXHBESEAARNEEETARC N
ENARBRESZHM BRREERQ
RZEE EEEXRARARBEEAFMR
BRI AE R

BHE-_ZT—N\EFk=ZE—-—ILF+=ZA
=+ —ALEE BMEXARAEEZITH
ABREMNEERERRERNELAEE
STREERB S o @ FREAS B ER
RAARMEMESI NS EAMALRSE
B W B S ERBEEREE -

EEME
AEBEREZRFATH RE(ZE
—N\F WMB)BARAEELE (BEEXE
THAER)  EBESE N EXXHizE12 - #;
T=Z%2(ZE—N\F ZR)EeaH AT
ST -

2019 2018
—E-NEF —E-)N\F
RMB’000 RMB’000
ARET T ARET T
Salaries, allowances and other benefits E e = 3z 4
E A EF 1,213 1,281
Contributions to retirement benefits scheme B /K18 A 5T 2 £ 3 301 289
1,514 1,570
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13.

14.

15.

EMPLOYEES’ EMOLUMENTS (Continued)

Their emoluments were within the following band:

13.

EEME @
BENMENTTHHE

2019 2018

—E-hE —T-N\F

Number of Number of

individuals individuals

AH AE

Nil to HK$1,000,000 £ 21,000,000 7T 3 3

No emoluments were paid by the Group to any of the five
highest paid individuals of the Group including the directors
of the Company as an inducement to join or upon joining
the Group, or as compensation for loss of office during the
years ended 31 December 2019 and 2018.

DIVIDENDS

No dividend was paid or proposed during the years ended
31 December 2019 and 2018, nor has any dividend been
proposed since the end of the reporting period.

EARNINGS PER SHARE

The calculation of the basic earnings per share during the
years is based on the profit attributable to the owners of the
Company and the weighted average number of ordinary
shares in issue.

14.

15.

HE-_ZT—NEk=-ZE—NF+=A
=+—HIEFE AEBBMERNLAEER
IMERERSHFALT (BIEARATES)
XA B € 1B R 31 A0 A B0 A AN 5 B B
R B S E A BB E(E -

BRE
Bz-_Z— N 4Fk-_ZEE—NE+=-H
—+—BLEFE BEINXEZETR
MBS BEXREHRENEEZZETR
ERAR S -

BRER
FRSREARTZHENERAR
AV A AR TR E 1T BRI A0
FHMEH -

2019 2018
—E-AE ZT—N\F
RMB’000 RMB’000
ARMT T ARET T
Earnings for the purpose of basic earnings ARt E &R E A
per share (profit for the year attributable to 2 F &) 2 F] (AR A
owners of the Company) AEAAREFE
7)) 38,998 45,393
'000 ‘000
F B F A&
Weighted average number of ordinary ARETEERER
shares for the purpose of basic earnings B Y AR Ntk
per share F15 2k 783,562 680,813
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AN
%/T\l:l

15.

16.

B R R

EARNINGS PER SHARE (Continued)

The weighted average number of ordinary shares for the
purpose of basic earnings per share has been determined
based on the number of shares in issue and deemed to be
in issue (assuming the paid-in capital of the subsidiaries had
been fully represented as share capital of the Company),
adjusted by the capital injection or share capital issued
during the respective year, multiplied by a time-weighting
factor, on the assumption that the Reorganisation as
detailed in note 2 and capitalisation issue as detailed in note
31 have been effective on 1 January 2018.

Diluted earnings per share

Diluted earnings per share is same as basic earnings per
share for the year ended 31 December 2018 and 2019 as
there were no dilutive potential ordinary shares outstanding
during both years.

15.

BERERN @

FI R 5+ 8 5 AR B AN B Kl W 2 5 AR N4
HYTHERDBTREEETETOR
HEE (BRMEATNEEBRAZ DA
RATRA) BT CREELEHTIER
BATRE A E R T AR R A T -
DA R 1B 8% AP FE 2 5% it w0 B 48 IR Y % 31
SR BACBITER -_E—N\E—A
—H AR e

BREBESRR
BE-_FT—N\EFRk=ZE—-—LF+=ZA
“t+-HLEFENSRETELNEGHR
EAREBH - RERAAZMF N FEET
ESNY B S BT @A -

PROPERTY, PLANT AND EQUIPMENT 16. 1% - BERXE
Ownership
interests in
Leasehold  Plantand Furniture Motor Office land and
improvement  machinery  and fixture vehicles  equipment building Total
Rt
BENE BRR REFH
% HERKE BTXE RE  BARE FERER @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEBTT ARETT ARETT ARBTR AR%TRT ARETT ARBTR
COST KA
At 1 January 2018 RZE-N\E-HA—-H 10,128 11,069 2,849 703 6,131 63,070 93,935
Additions AE 19,001 43,009 1,211 - 1,181 1,770 66,172
Disposal & - (429) (17) - (107) - (559)
Written off fii 8 - - (157) - (1) = (158)
At 31 December 2018 R=Z—\F+=f
=r—E 29,124 53,639 3,386 703 7,204 64,840 159,396
Additions e 1,248 11,054 1 - 1,012 - 13,325
Disposal & - (79 - - - - 79
At 31 December 2019 R=F—-NF+=A
=1-H 30,372 64,614 3,897 703 8,216 64,840 172,642
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16. PROPERTY, PLANT AND EQUIPMENT

16. % - BMEK&E @

(Continued)
Ownership
interests in
Leasehold Plant and Furniture Motor Office land and
improvement  machinery  and fixture vehicles  equipment building Total
Rit
HEN% BRR REFH
% BEREE EEgE RE BARE FERER EH
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBFL ARETR ARETT ARE®Tn ARETR ARETT ARETR
ACCUMULATED REHE
DEPRECIATION
At31December 2017 R=F—+&
and 1January 2018 T-A=T-HE
“2-N\E
—A-H 5,100 3,811 1,555 267 2,995 - 13,728
Chargefortheyear — FAXH 5,225 5,141 827 90 1,599 1,888 14,770
Disposal & - (315) 7 - (50) - (372)
Written off 8 - - 81) - - - (81)
At 31 December 2018 R=F—N\E
and 1 January 2019 +Z—A=+-HAK
“E-NF
—R—H 10,325 8,637 2,204 357 4,544 1,888 28,045
Chargefortheyear — ERYH 4,054 7,406 553 295 1,357 3,080 16,745
Disposal & - (61) - - - - (61)
At 31 December 2019 R=Z—hE&
+-A=t+-H 14,379 15,982 2,847 652 5,901 4,968 44,729
CARRYING VALUES ERE{E
Asat31December WM-Z-NE
2019 +=B=t+-H 15,993 48,632 1,050 51 2,315 59,872 127,913
Asat31December M ZZ-N\E
2018 +-A=t+—-H 18,799 45,002 1,592 346 2,660 62,952 131,351
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16. PROPERTY, PLANT AND EQUIPMENT

17.

(Continued)

i) The above items of property, plant and equipment
are depreciated on a straight-line basis over their
estimated useful lives as follow:

Leasehold improvement 5 years or over lease term
whichever is shorter

Plant and machinery 3 years to 5 years
Furniture and fixture 3 years
Motor vehicles 5 years
Office equipment 3 years

Ownership interests in 20 years
land and building

Note: The Group has pledged its ownership interests in land and building with
a carrying value of approximately RMB59,872,000 as at 31 December
2019 (2018: RMB62,952,000) to secure the Group’s mortgage loan.

RIGHT-OF-USE ASSETS AND LEASE
LIABILITIES

(i) Right-of-use assets

16. % - BMEK&RE @

) LdWmE BELRREBEBEREM
AR R FHREAETENT ¢

HEWEKE A AR
ERE)

TR 55 B 2s =FERF

GMEEEERE =%

"E HEF

NS =%F

T REF iy ;S

P A Rt R

Mt - R—E-NE+—A=+—8 ALEDIEHF
HEEENAARKS9,872,000T (ZT— N\
F . AR#62,952,000T) ML RIEFHME
EERAATEBRNRBETRRERER -

17. EAEEEREESR

() EHEEE
Machines Buildings Total
HaR BF et

RMB’000 RMB’000 RMB’000
ARBTRT AR®TR AR®T=R

As at 1 January 2019 RZE—NF

—H—H - 16,664 16,664
Lease arrangements entered IV MHEE L 4,232 4,947 9,179
Depreciation during the year FARFE (919) (7,579) (8,498)
As at 31 December 2019 RZZE—-NF

= =5—8 3,313 14,032 17,345

The Group has lease arrangements for buildings and
machines. The lease terms range from one to six
years.

In respect of lease arrangements for machines
which are under hire purchase, the ownership of the
machines will be transferred to the Group by the end of
the lease terms. The Group’s obligations are secured
by the lessors’ title to the leased assets for such
leases.

AREEET REIRFTLHELH -
BN F—ZERE-

HNEBRSNEERHE #EN
PERERERERREBREARR
cAKRERZEHENEMEAY
HAMHEEEFRBER -
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e TR R MR

17. RIGHT-OF-USE ASSETS AND LEASE 17. FAEEEREEEE @
LIABILITIES (Continued)
(i) Lease liabilities (i) HEAE
31/12/2019 1/1/2019
—E-hEF —E-NF
+=—A=+—H —A—H
RMB’000 RMB’000
AR®T T AREF T
Non-current portion ERBE D 5,682 9,365
Current portion mENE S 11,962 7,299
17,644 16,664
Amounts payable under lease liabilities: HEABRNEMNHIE
31/12/2019
—EB-NF
+t=A=+—H
RMB’000
AR®EF T
Within one year —F R 11,962
After one year but within two years —EWF 5,682
17,644
Less: Amount due for settlement B 12{@ AR A E 08
within 12 months (shown (RreaEyIxR)
under current liabilities) (11,962)
Amount due for settlement after 1218 B 1& B HR4E & 5178
12 months 5,682
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

17. RIGHT-OF-USE ASSETS AND LEASE

LIABILITIES (Continued)

(ii)

(iii)

(iv)

Lease liabilities (Continued)

As at 31 December 2019, the lease liabilities in
respect of machines under hire purchase agreements
amounted to approximately RMB3,508,000 (1 January
2019: Nil) was secured by the lessors’ title to the
leased assets of RMB3,313,000 (1 January 2019:
Nil). During the year ended 31 December 2019, the
Group entered into a number of new lease agreements
in respect of renting properties and machines, and
recognised right-of-use assets and lease liabilities of
approximately RMB9,179,000.

Amounts recognised in profit or loss

17.FAREERHERE@®

(i) HEEE®@W
R—_Z—-hE+_A=+—H0
BZBETHSNHEEAGEOAR
#3,508,000L (ZE—hhF—H—
B ) HRHEHAANAEEEE®E
AR #3,313,0007Tt (Z & — NG —
A—H Z)ER -BE-_ZT—NF
+=ZA=+—RHLFE xEEH
HEMERKET LB THEER
EOMRTEAREEREEBED
AR#9,179,000 7T °

(i) MEBERNEEE

31/12/2019
—E-NF
+=—A=+—H
RMB’000
ARBT R

Depreciation expenses on right-of-use A& EMITER

assets

— Buildings —1EF 7,579
- Machines — Tt Re 919
Interest expenses on lease liabilites ~ FAE & EF B/ 860
Expenses relating to short-term leases %2 HAfH & #HREFH 2,938

Others

During the year ended 31 December 2019, total
cash outflow for leases amount to approximately
RMB11,997,000.

(iv) Hftb
REBEE_T—hhF+_A=+—8H
EFE HEZRSREBBNA
AR 11,997,000 7T °
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18. INTANGIBLE ASSETS 18. B EE
Computer
software Patents Total
BB G =R st
RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T
cosT LA
At 1 January 2018 RZZE—N\F—H—H 4,986 1,266 6,252
Additions NE 586 - 586
At 31 December 2018 NZZE—N\F+=H
=+—H 5,572 1,266 6,838
Additions NE 1,933 - 1,933
At 31 December 2019 RZZE—NF
+=—HBA=+—H 7,505 1,266 8,771
AMORTISATION e
At 1 January 2018 RZZE—N\F—H—H 949 48 997
Charge for the year FAZH 591 64 655
At 31 December 2018 RZZE—NF+=A
=+—H 1,540 112 1,652
Charge for the year FREZH 664 64 728
At 31 December 2019 RZZE—hFE+=A
== 2,204 176 2,380
CARRYING VALUES RMEE
As at 31 December 2019 R-ZE—h*F
T=A=F+8 5,301 1,090 6,391
As at 31 December 2018 RZE—N\F
+=-—A=+—8© 4,032 1,154 5,186
The above intangible assets have finite useful lives. Such BT EENAGEAFEHAER %%
intangible assets are amortised on a straight-line basis over EREENTFRNIREHEHNE -
ten years.
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19.

20.

INVENTORIES 10. &
2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
ARETx ARET T
Raw materials R 131,373 114,063
Work in progress R 15,380 16,011
Finished goods BIRK o 137,203 54,218
283,956 184,292
TRADE AND BILLS RECEIVABLES 20.ES5ERREREREE
2019 2018
—E-NF —E-N\F
RMB’000 RMB’000
ARET T ARET T
Trade receivables =Y e e 604,316 418,024
Bills receivables IR E & 20,674 138
Less: Loss allowance R IR B (2,829) (1,096)
Trade and bills receivables B 5 WG A K E R E & 622,161 417,066

The gross amount of trade and bills receivables arising
from contracts with customers amounted to approximately
RMB624,990,000 as at 31 December 2019 (2018:

RMB418,162,000).

R=B-n&+=A=+—H BFA
(B ) 5 I HOR R R R e
R AR 624,990,000 7T (ZE—/\F :

AFR#418,162,0007T) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e TR R MR

20. TRADE AND BILLS RECEIVABLES
(Continued)

The Group allows credit period of 30-90 days to its trade
customers depending on creditability of the customers. The
Group does not hold any collateral over its trade and bills
receivables. The following is an aged analysis of trade and
bills receivables, presented based on invoice dates, which
approximates the respective revenue recognition dates, at
the end of the reporting period.

20. EZEWNAREREREE @)

AEERTEFNEAEARESRR
RHB0EQARMEEH - NREBEYL ExL
HE 5 RENRIE R RS A E AR
Am- TREIINBEHRBEERA
H(EEaRaEREHES) 250 E
2 WA K R R B H Bl 0 AT ©

2019 2018

—E-hF —T-N\F

RMB’000 RMB’000

ARET T ARBETF T

Within 30 days 30 KR 459,100 319,947
31 to 60 days 31E60K 91,441 71,559
61 to 90 days 61 E 90K 25,784 15,250
Over 90 days 90K Ak 45,836 10,310
Total @st 622,161 417,066

No interest is charged on the trade and bills receivables.

1 70 Sprocomm Intelligence Limited  Annual Report 2019

BERLE 5 B WEUA KRR B WER S -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e TR R MR

20. TRADE AND BILL RECEIVABLES
(Continued)

As part of the Group’s credit risk management, the Group
applies internal credit rating for its customers. The debtors
are grouped under a provision matrix into three internal
credit rating buckets (namely: low risk, medium risk and
high risk) based on shared credit risk characteristic by
reference to past due exposure of the debtor, and an
analysis of the debtor’s current financial position. There has
been no change in the estimation techniques or significant
assumptions made during the current year. The Group
recognised lifetime ECL for trade and bills receivables
individually and/or collectively as follows:

20. E5 BB E R EWEE #)

ERAKEEERAREEN —&n &~
SEHEPETABEEFR HMRK
KAGERRBHB2SEEHABEAMN
BRMEBAZRNH BRI RIE
BREEESEGASR=ZEABERE
ARARR (BN - KRB - RS ER) o
EET R A FEEHNERNBRL E
BE AEEREZEREFELERE
BEMNKR,SEARRRNEPEAEE
BRI

Average

Gross
expected carrying Loss
loss rate amount allowance
i FaH
[ B BEREE EERE
% RMB’000 RMB’000
% ARETF T ARET T
As at 31 December 2019 R=F—hF
+=—A=+—8
Low risk E9ER 0.45% 624,990 2,829
As at 31 December 2018 RZE—NF
+=—A=+—H
Low risk 1B = B 0.26% 418,162 1,096
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

20. TRADE AND BILL RECEIVABLES 20. EZBRUHRERERER @®

(Continued)

The estimated loss rates are estimated based on historical
default rates and adjusted for forward-looking information
(for example, the current and forecasted economic growth
rates in PRC, India and other countries, which reflect the
general economic conditions of the industry in which the
debtors operate) that is available without undue cost or
effort. Such forward-looking information is used by the
management of the Group to access both the current as
well as the forecast direction of conditions at the reporting
date. The grouping is regularly reviewed by the management
of the Group to ensure relevant information about specific
debtors is updated.

Movement of impairment loss allowances of trade and bills
receivables is as follows:

EEEEXDREBEEBOXRMGE X
IEFREBSRAKBENESHATRE
HERETHE (Pl RIREBALE
FIRITEEEBRERANTE - EF
EREMRBEMEEERER) - HEEH
AEEEEEERZSRNEEEN DN
ERINAKRENBE AKEEEES
EREEARARN  BREETEH AN
HEAE R RE&H -

B 5 g 0B U 4 0 LB S 1R
EEBIT

RMB’000

AREF T

As at 1 January 2018 RZE—NF—H—H (275)
ECL Impairment loss allowance TEEEEEIEREEERE (821)
As at 31 December 2018 RZE—NF+ZHA=+—H (1,096)
ECL Impairment loss allowance TEEEEEIEREEIBRE (1,733)
As at 31 December 2019 RZZE-NF+A=+—H (2,829)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

20. TRADE AND BILL RECEIVABLES 20. EZBRUHRERERER @®

(Continued)

Since the application of HKFRS 9 on 1 January 2018,
there has been no change in the estimation techniques or
significant assumptions made.

As at 31 December 2019, the Group discounted and
factored trade and bills receivables in aggregate amounts of
approximately RMB30,040,000 (2018: RMB87,161,000) to
banks and factoring company for short term financing.

Transfers of financial assets

The following were the Group’s trade and bills receivables
as at 31 December 2018 and 2019 that were transferred to
banks and factoring company by discounting those trade
and bills receivables on a full recourse basis. As the Group
has not transferred the significant risks and rewards relating
to these trade and bills receivables, it continues to recognise
the full carrying amount of the trade and bills receivables
and has recognised the cash received on the transfer as
secured borrowings (see Note 28). These trade and bills
receivables are carried at amortised cost in the consolidated
statement of financial position.

The trade and bills receivables discounted and factored
to banks and a factoring company with full recourse is as
follows:

BT N\F—A-ARABEHBHE
ERAIBOWIAN « 5 TERFTEEA
BRI LB -

\:

R-ZE—AE+-_A=+—H A£H
M E ERT RIRE AR BIE RR
124858 A H A R# 30,040,000 (= F
—N\F  AR¥87,161,0007T) & 5 &
WA K W R 4 -

TXEINAKEBER-_ZF-NFR=_F
—NE+_A=T—BNEZRKFIA
FEWEE MZFE S EKFIERE
WEREBEEMERBEENRCE
ETRITIRFRERAR -ARAKEY E
HEZSESHRURANEKRE R
mEARRIER HREEEIAZEE
SFRMFEANEREENE@AE I
ERREEMEIINRSERA LA KA
BE (RWiE28) - ZFEZRUFIAR
FEW RIRN AR B B AR R IZ B S AR
SR °

ERBITMREARBALRELAS
EERER E 5 RUGR MRS RN T -

2019 2018
—E-NEF —E-N\F
RMB’000 RMB’000
ARMT T ARET T
Carrying amount of transferred EEEEEMNEREE
assets 30,040 87,161
Carrying amount of associated A ENEREE
liabilities (30,040) (87,161)
Net position SHEEST - -
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21. PREPAYMENTS AND OTHER 2. B REREMERFE
RECEIVABLES

2019 2018
—E-NF —E-N\F
RMB’000 RMB’000
AR T AREF T
Prepayments TEfT5RIE 38,221 9,735
Deposit He 1,255 1,393
Other tax recoverable H fth AT U 2] 7 18 29,417 56,147
Others HAh 5,102 7,495
73,995 74,770

Note: Kiiz -

Included in prepayments and other receivables are other receivables and
refundable deposits of approximately RMB6,357,000 as at 31 December
2019 (2018: RMB8,888,000). These balances have low risk of default or have
not been a significant increase in credit risk since initial recognition and no
impairment loss is recognised.

22. AMOUNT DUE FROM A SHAREHOLDER

The amount due from a shareholder was non-trade nature,
unsecured and non-interest bearing. The amount was fully
settled during the year ended 31 December 2019.
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22,

BENRAREMCERRRZGAFRAASNR-E—N
FtRA=+T-RZEMBREFBERATRERSH
AR #6,357,0007T (ZF— \F . A K% 8,888,000
TL) c REHEBENRRER B VBRERAREER
B I A8 BRI 0 R R ERORE S 1R -

FEW — & IR FRIA

R —2BRRKERFEHME - mK
ARRE - HHSERBE-T—1F
ToAZtBULFEERLE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

23. FINANCIAL ASSETS AT FAIR VALUE 2. BAFEFAEBENEREE
THROUGH PROFIT OR LOSS

2019 2018
ZE-NF —E-N\F
RMB’000 RMB’000
AR¥T T ARBT T

Structured deposits stated at fair BAFEVEREBIET R
value 285,650 295,480

The financial assets at FVTPL as at 31 December 2019
represented contracts of principal guaranteed structured
deposits with banks in the PRC which are presented as
current assets since their maturities are within 12 months
from the end of the reporting period based on the contract
terms.

Pursuant to the relevant agreements, these structured
deposits carry interest at a variable rate per annum with
reference to the performance of foreign currency or interest
rate during the investment period and the principal sums
are denominated in RMB. The directors of the Company
consider the fair values of the structured deposits, which
are based on the prices provided by the counterparty
banks representing the prices they would pay to redeem
the deposits at 31 December 2019, approximate to their
carrying values on the same day.

Management has assessed the credit quality of the
financial institution and considered the credit risk to be not
significant. Details of fair value measurement are stated in
Note 37(c).

RZZB-NF+-A=+—0 BAF
Bt ABSENEREEREPEZRTT
AIVHRABEBEEREH  ARE
BAMNGRERBSHREI12(A R
B ZEER2INRRDEE -

RIEARERE  ZFEBUEFHSER
BHIMINERRAANEEFRFBHH X
AR MASAAREE ARRES
R BBUEFRZAFEREF IR
TRHEZER (BRER_FT-—AF+=
A=+t—BRELERM MOER)E
E o ERRZREERS

EREOTHEREBNEEEETR
AEEARLTEA - AHATENE
B R MR S7(0) -
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24,

25.

PLEDGED BANK DEPOSITS

As at 31 December 2019, bank deposits of approximately
RMB81,165,000 (2018: RMB24,639,000) were pledged by
the Group for the purpose of securing discounted bills loans
(Note 28) and general banking facility granted to the Group.

As at 31 December 2019, pledged bank deposits of
RMB60,000,000 carried fixed interest rate at 4% per
annum (2018: pledged bank deposits of approximately
RMB24,639,000) and RMB21,165,000 (2018: nil) carried
floating interest rate.

BANK BALANCES AND CASH

At 31 December 2019, bank balances carry interest at
floating rates based on bank deposit rates.

Included in the bank balances and cash is the following
amount denominated in a currency other than the functional
currency of relevant group entities:

24,

25.

EEFRITER
RZE-—NF+-A=+—H 4A5H
BEMHARES1,1650007C (ZZE— )\
F 1 AR#24,639,0007T) B SR 1T 1FRAE
ABAEEEEMEZEER (ME28) &
—RRIRTTRLE RO o

R-ZBE—-AE+-_A=+—RH 08
R 1717 :X A R # 60,000,000 7T 1% & & F
BEEMEA%FTE (ZE—N\F BEH
RITERH AR 24,639,000T) EAR
# 21,165,000 7T (ZFE — \F . T) 1%
B FEETE -

RITHBRERS
R-_ZE—NF+-_A=+—8 BT
SHERIBITFRFEIZZHFIEFB -

RUTEHRERASEBETIREBEEERE
BUBEERIIINEEHENESHR

2019 2018

—E-NF —FN\F

RMB’000 RMB’000

ARET R AREETF T

UsD x7T - 635
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26. TRADE AND BILLS PAYABLES 2. EZENREREMARE

2019 2018

—ZE-NF A

RMB’000 RMB’000

AR® T ARBTT

Trade payables g RN FIE 446,297 339,551
Bills payables FESEIE 430,410 306,978
Trade and bills payables I RENFIERENEE 876,707 646,529

RBEEHRR BIERNFARENRE
BRERBHMEINNRESTAT -

The following is an aged analysis of trade and bills payables
presented based on invoice date at the end of the reporting

period.
2019 2018
—E-NEF —E-N\F
RMB’000 RMB’000
AR¥T T ARETF T
Within 30 days 30 KA 496,730 317,573
31 to 60 days 31 260X 78,763 131,903
61 to 90 days 612 90K 58,727 56,713
Over 90 days 90 KA 242,487 140,340
Total T 876,707 646,529

The average credit period on purchases of goods is
ranging from 30 to 60 days. The Group has financial risk
management policies in place to ensure that all payables are
settled within the credit timeframe.

REERNFHEEHRNFI0E60X -
A& B I E & B E I BOR DA RE AR
FrA RN RIEAT RN EEHRER -
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27. ACCRUALS AND OTHER PAYABLES
AND CONTRACT LIABILITIES

27. BErBAREMEARENAR
BHEE

2019 2018

—E-hEF —E-N\F

RMB’000 RMB’000

ARBT T ARBFIT

Salary payable ER#HE 44,950 62,593

Other payables (Note (i) b S FIE (A5 () 41,692 13,075
Consideration payable for Tk Ui B S 420 S AR 25 E

acquisition of non-controlling RE

interest 625 -

Accrued listing expenses EEF LT 231 439
Government subsidies in advance & U BT w8 B (K77 (i)

(Note (i) 11,813 12,358

Other tax payables H b pE I H IR 16,330 18,352

115,641 106,817

Contract liabilities (Note (i) aRBE W) 63,331 109,138

Notes:

(i) As at 31 December 2019, included in other payables was provision
for litigations of approximately RMB1,767,000 (2018: RMB1,783,000).
Details of the litigations are set out in Note 42.

(i) Government subsidies in advance included in accruals and other
payables are mainly related to the capital expenditure incurred for
property and equipment, leasehold improvement and subsidies
for recruitment of certain number of workers for factory operation,
before fulfilling certain conditions under the terms of the government
subsidies. The government subsidies received may need to be
refunded if the subsidiary failed to fulfill the attached conditions within
the stipulated time. Upon fulfillment of those conditions, government
subsidies related to compensation of expenses are credited to the
profit or loss in the year the Group complied with the conditions
attached to the subsidies, whereas assets-related subsidies are
reclassified to deferred income and credited to the profit or loss on a
straight-line basis over the expected lives of the related assets.

(iii) Contract liabilities as at 31 December 2019 amounted to approximately
RMB63,331,000 (2018: RMB109,138,000), which represented

receipts in advance from customers.
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(i)

(i)

RZZE—NFE+-A=+—08 HMEMNKE
BIEFARBHARE1,767,0007T (ZF— )\
& AR¥1,783,0007T) © FFFARE B &AM T
42 o

FIARERT B R K E A 8 < SR IR A0 BR AT TR AR B =
2 B 32 K IR T 4 BR B B TR T B T 164
RIMERRBREENEARS HEXER
RBEEERBETHRETANMBRIEGR - i
MAREEEREBBAT A MH &S ARG
BT B A RE R RIRE © ERZ S RIT1%
65 188 9 Sl 18 2 KT 9l B 218 400 R P PO iR A &
ARKEZ FERs > MAERRMBMEND
BEREWA  YZAARAENTERFHER
BAERT AR ©

R-ZT—hE+-_A=+—0 AHaEaEA
AR ¥63,331,0007 (ZTE—/\F: ARK
109,138,0007T) * FHEWE P #K



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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27. ACCRUALS AND OTHER PAYABLES
AND CONTRACT LIABILITIES (Continued)

Notes: (Continued)

Significant changes in contract liabilities

The significant decrease in contract liabilities as at 31 December 2019
was mainly due to the advance from customers as at 31 December
2018 had been recognised as revenue upon transfer of goods during
the year ended 31 December 2019.

Revenue recognised in relation to contract liabilities

Revenue recognised during the year ended 31 December 2019 that
was included in the contract liabilities at the beginning of the year is
approximately RMB87,475,000 (2018: RMB7,449,000 as at 1 January
2018 was recognised as revenue during the year ended 31 December
2018). There was no revenue recognised in the current year that
related to performance obligations that were satisfied in a prior year.

27. Bt E AR HM B REUR
EHNEBE@Wm

Hrat - ()

BREERNEZD
RIE-AFT_A=+—HNANEEHR
RNEBRADDEBAR T NF+-A=1+—
BREEPHNBRCREBEE_ZT—NF+_-A
=+t ALFE#ERRSBEE MRS -

REHNEBERIMKE
HE-_ZT—AE+_A=Z+-—BHLEEH®
ROWBEFAFVNENERE HAARE
87,475,0007C (ZZE—N\F : R=ZT—N\F—
A—BMARK744900 THRABEE_Z
—N\E+ZA=+—BLFEHK) - RA
FEBRRHREHEANBTFETKNELD
HTAERE -
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e~ 23
A SRR MR
28. BORROWINGS 28. & &
2019 2018
—E-NF —N\EF
RMB’000 RMB’000
AR® T AREFT
Bank borrowings, secured (Note a(j) SRITHE R - BT (4727 a0) 189,184 103,588
Other loan, secured (Note a (i) & (c) HMEFK » HIKIF (Mt ali) X (c) 17,073 17,073
206,257 120,661
Borrowings comprise: BREIE
Variable-rate borrowing (Note b) FRER(HEED) 25,152 28,201
Fixed-rate borrowings (Note a) EEBR(Hita) 181,105 92,460
206,257 120,661
Carrying amount repayable EARERE(ERER HE
(based on scheduled repayment Frskar 8 A H) ¢
dates set out in the loan
agreements):
Within one year —FR 184,153 95,509
More than 1 year but less than —FAEERFUAA
2 years 3,049 3,049
More than 2 years but less than MEAEBRFUAAN
5 years 9,146 9,146
More than 5 years WBRAF 9,909 12,957
206,257 120,661
Carrying amount repayable on MENBE T RAIRE K
demand or within one year EEN—FRNEENREE
shown under current liabilities 184,153 95,509
Amount shown under non-current  JERENEE IR S EE
liabilities 22,104 25,152
206,257 120,661
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

28. BORROWINGS (Continued) 28. f& ™K (&)

Notes: et :

(@ As at 31 December 2019, the fixed-rate borrowings included (i) @ RZE-NAFT-A=+—RH TLEERE()
discounted bills loans and packing loans from banks of approximately 4B ANRE164,082,000 (ZE—N\F : AR
RMB164,032,000 (2018: RMB75,387,000) carried interest rate ¥75,387,00070) M IRRIBERRRITI &
ranged from 3.62% to 4.35% (2018: 3.77%) per annum and (i) a B IREFR3.62%F4.35% (T — )\4F :
receivables factoring loan of approximately RMB17,073,000 (2018: 3.77%) 5B R (i) 1R AR 17,073,000 7T (=
RMB17,073,000) carried interest rate at 4% per annum (2018: 4% per T— \F : AR#17,073,0007T) ) FE UL 5018
annum). REER BREFRI%(ZF—)\F . §F4%)

=5

(o)  The variable rate borrowing represents a bank borrowing repayable b) ZEBIFEARTEASEEE  WIZPEA
by installments within 10 years, bears interest at 10% premium over RBT((FEAREIT]) BEEERFF E N
People’s Bank of China (“PBOC”) benchmark lending rate per annum 10% T EF B RESFENBREEETNEE
and subject to annual repricing based on the same benchmark. The HWRITERXR R-ZE—AER-_T—N\F+=
borrowing is secured by mortgages over the Group’s ownership of A=+—RH BXBAEEN L REFHE
land and buildings as at 31 December 2019 and 2018. IR BRI -

() In December 2017, the Group entered into a receivables © RZZE—+tF+=-A A5EEE—HBREQA
factoring agreement with a factoring company and discounted A EWHIERERE  YHZEEARNE
certain receivables to the factoring company with recourse. As ETEEZEENZE R-_ZET—-HNF+=-A
at 31 December 2019, the carrying amount of the receivables =+—8 - WERUH R ERGRIE R E R
not derecognised and the borrowings were approximately BEEEANARE 17,073,000t (=2 —\F :
RMB17,073,000 (2018: RMB17,073,000) and carry effective interest AR¥17,073,0007T) RIZRBRFIEGF 4% 5T
rate of 4% per annum (2018: 4% per annum). On 28 November B(ZE—N\F:  8F4%) R NF+—
2018, an independent factoring company filed a joint lawsuit against a AZ+N\H  —FEBIREATMZRIEER
subsidiary of the Group in relation to this factoring loan. Details of the ST AREE — KB A RIRBERFFA o FR
litigation are set out in Note 42. FER M2 -

The amounts of borrowing facilities and their utilisation at RBERR BERRESBERBARBR

the end of the reporting period are set out as follows: HywmT :

2019 2018

—E-NF —T-N\F

RMB’000 RMB’000

ARBF R ARBTT

Facility amount BEREE 164,032 75,387

Utilisation FABR

Secured bank borrowings BHRPRITEK 164,032 75,387

As at 31 December 2018, a banking facility of approximately RZE—NFE+ZA=+—8 " RITA

RMB70,092,000, was secured by joint personal guarantee
provided by the Controlling Shareholders, Mr. Li Chengjun
and Mr. Xiong Bin. The joint personal guarantee was
replaced by the corporate guarantee from the Company
upon Listing during the year ended 31 December 2019.

& %) AR 70,092,000 7T A 12 3% IR R 2
FOE 5 R AR SR IR AT A AR
REEABR -BAEABRABE T
—NE+=A=+—BILFE LM

ZAN/N

AIEY R EEREA -
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e TR R MR

29. DEFERRED INCOME

29. IEAEIR A

2019 2018
—ZE-NF A
RMB’000 RMB’000
AR® T ARBTT
At the beginning of the year REH 33,315 -
Received during the year FRE W - 18,605
Reclassified from other payables EHMENFIBEEHRSE
(Note) (K1&t) - 19,576
33,315 38,181
Amortisation of government grant BT 4 Bh i £
(Note 8) (Bt:E8) (5,920) (4,866)
Balance as at the end of year FREH 27,395 33,315
Analysed as: DA
Current liabilities mEAE 5,228 6,609
Non-current liabilities ERBAE 22,167 26,706
27,395 S313ill5

Note: Deferred income consists of government subsidies provided by the
relevant PRC government authorities for the purposes of financing
the purchase of plant and machinery and the expenses related to the
leasehold improvement. The amounts are recognised as income to
match with related expenses and cost incurred on systematic basis
over the useful lives of the relevant assets upon completing inspection
by the related government authorities. During the year ended 31
December 2019, government subsidies released to the consolidated
statement of profit or loss and other comprehensive income amounted
to approximately RMB5,920,000 (2018: RMB4,866,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

30. DEFERRED TAX ASSET (LIABILITY) 30. EERIEBEEE (BE)
The following is the analysis of the deferred tax asset UTRMVBE2RENZREERIEEE
(iabilities), after set off certain deferred tax assets against (BE) 2T KHEBEERRNES S
deferred tax liabilities of the same taxable entity, for financial TFEREERBEERELEHIERE

reporting purposes:

2019 2018
—E-hF —E-N\F
RMB’000 RMB’000
AR®BT T AREF T
Deferred tax asset EEFIEEE 707 439
Deferred tax liabilities EEHIEEE (10,846) (7,785)
(10,139) (7,346)
The followings are the major deferred tax asset (liabilities) TYHEHYIARERNERNENELEREBEE
recognised and movements thereon during the years: EBR)LREEE
Withholding
taxon
Unrealised undistributed
profit due to profitof  Impairment  Accelerated
intra-group aPRC loss on tax
transaction  subsidiary  receivables depreciation Total
)i -8
£ER HEME
ARERE  ARRDK
EEW il b FEW R illp:3
REREH SRl HELE RETE #st

RMB'0OOO ~ RMB000 ~ RMB000  RMB000  RMB000
ARBTL  ARBTRT ARETR ARETR ARETR

At 1 January 2018 RZZ-N\§—-H—-H 1,453 - 69 - 1,522
(Charge) credit to profitorloss (318 ) sF Az (1,288) (7,785) 205 = (8,368)
At 31 December 2018 and RZE-N\F+ZR=1—H

1 January 2019 k=ZE-n%—H—H 165 (7,785) 274 - (7,346)
(Charge) credit to profitorloss  (F1E) 5t Az (165) (2,563) 433 (498) (2,793)
At 31 December 2019 RZE-NE+ZA=+—H - (10,348) 707 (498) (10,139)
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A PR AR R

30. DEFERRED TAX ASSET (LIABILITY) 0. EEHEEE (BE) @

(Continued)

Under the EIT Law, withholding tax of 10% is imposed
on dividends declared in respect of profits earned by a
PRC subsidiary from 1 January 2008 onwards. A lower
withholding tax rate may be applied if there is a tax treaty
between Mainland China and the jurisdiction of the foreign
investors. The directors determined that the management
of the Group can control the quantum and timing of
distribution of profits of their PRC subsidiaries. Deferred
tax liability is only provided to the extent that such profits
are expected to be distributed in the foreseeable future.
Deferred taxation has been provided in respect of the
temporary differences associated with the undistributed
profits earned by a PRC subsidiary, Shenzhen Sprocomm
at the applicable withholding tax of 5%.

As at 31 December 2019, the Group has unused tax losses
of approximately RMB49,519,000 (2018: RMB48,450,000)
available for offset against future profits. These unused
tax losses mainly arose from (i) the preferential tax
treatments of the research and development expenditure
which resulted in additional tax deductions related to
qualified research and development costs of Shenzhen
Sprocomm; or (i) losses incurred by Chengdu Sprocomm
Cloud Technology Co., Ltd. (“Chengdu Sprocomm”),
Sprocomm Technologies Co., Ltd. (“HK Sprocomm”),
Guizhou Sprocomm Telecommunication Technology Co.,
Ltd. (“Guizhou Sprocomm”) and Guizhou Mars Exploration
Technology Co., Ltd (“Guizhou Mars”). No deferred tax
asset has been recognised in respect of the unused tax
losses due to the unpredictability of future profit streams
for these subsidiaries. Included in unrecognised tax losses
are losses of approximately RMB38,535,000 as at 31
December 2019 that will expire in the next five years (2018:
RMB36,339,000). Other losses may be carried forward
indefinitely.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

31. SHARE CAPITAL

Share capital on 1 January 2018 represents the paid-in
capital of Shenzhen Sprocomm and share capital as at 31
December 2018 and 2019 represent the share capital of the
Company.

31. R
R-ZZE—NF—A—BZRAEZRY
AEHNEBHER A-ZT—N\FEK_F
—NE+-_A=+—BZBRAEAEKRRQF
AR AN o
RARBEEREBETRAZESF B0

Details of movements of authorised and issued share capital

of the Company are as follows: =
Number Share Equivalent
of shares capital amount to
Ro &R [N ZHELE
HK$'000 RMB’000
FHET ARETF T
Ordinary shares of HK$0.01 Fh20.01 LM
each Rl
Authorised: JATE ¢
On the date of incorporation R eEM Az B &A
(Note (i) and 31 December (H1az0)) R=ZF—N\
2018 F+-_A=+—H 38,000,000 380 334
Increase in authorised share & J0JE FE AR A&
capital (Note (i) (B &2 (i) 9,962,000,000 99,620 85,879
At 31 December 2019 RZE—NF
+—-A=+—8H 10,000,000,000 100,000 86,213
Issued and fully paid: BEEITRER
On the date of incorporation RaEf Az B 5
(Notes (i) (BT () 10,000 = =
New ordinary shares issued RZE—NFRLAT
on 10 September 2018 HETH T BR
(Note (i) (K73 (i) 545,556 6 5
At 31 December 2018 and RZZE—NF+=A
1 January 2019 =+—BKk=F
—hE—H—H 555,556 6 5
Issue of shares by global WIEEREEET
offering (Note (iv)) & (Kt e (iv) 250,000,000 2,500 2,237
Capitalisation issue of shares & &1t 317 i {n
(Note (v)) (H1: ) 749,444,444 7,494 6,703
At 31 December 2019 R=_ZF—NF
+—A=+—8H 1,000,000,000 10,000 8,945

FEFBROES T EHERERNESR

EEL 2

All new shares rank pari passu with the existing shares in all
respects.
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31. SHARE CAPITAL (Continued)

Notes:

(i

(i)

()

On 15 August 2018, the Company was incorporated with an
authorised share capital of HK$380,000 divided into 38,000,000
shares of HK$0.01 each. Upon incorporation, 1 ordinary share was
issued and allotted to the initial subscriber which was subsequently
transferred to Beyond Innovation Limited (‘Beyond Innovation”). On
the same day, 5,481 and 4,518 shares were allotted and issued at par,
credited as fully paid, to Leap Elite Limited (“Leap Elite”) and Beyond
Innovation, respectively.

On 10 September 2018, 268,569 ordinary shares, 221,431 ordinary
shares, and 55,556 ordinary shares of the Company of HK$0.01 each
were issued at par to each of Beyond Innovation, Leap Elite, and an
independent third party and a pre-ipo investor, JZ Capital Limited
(“JZ Capital”), respectively (the “New Ordinary Shares”). Beyond
Innovation and Leap Elite are wholly and beneficially owned by Mr. Li
and Mr. Xiong, respectively. Immediately following the issue of the New
Ordinary Shares, the Company was owned as to 49.33%, 40.67% and
10% by Leap Elite, Beyond Innovation and JZ Capital, respectively.

Pursuant to a shareholders’ written resolution dated 18 October
2019 (the “Resolution”), the authorised share capital of the Company
was increased from HK$380,000 divided into 38,000,000 shares
of HK$0.01 each to HK$100,000,000 divided into 10,000,000,000
shares of HK$0.01 each by the creation of an additional 9,962,000,000
unissued shares and such shares shall rank pari passu with all existing
shares upon issue.

On 13 November 2019, 250,000,000 ordinary shares of the Company
of HK$0.01 each were issued by way of global offering at an offer
price of HK$0.50 per share with gross proceed amounting to
HK$125,000,000, resulting in a share premium of HK$122,500,000
(equivalent to approximately RMB109,577,000) (the “Global
Offering”).

Pursuant to the Resolution, the Company issued additional
749,444,444 shares, credited as fully paid, to the then shareholders
of the Company in proportion to their then existing holdings in the
Company at the close of business on the day prior to the Global
Offering, by way of capitalisation of approximately HK$7,494,000
(equivalent to approximately RMB6,703,000) crediting to the
Company’s share premium account.
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31. BRA& )

Witk :

(i

(i)

)

RZZE—NFENA+RB KRR -
& TE B 78 380,000 7 7T+ 9 438,000,000 %
FREFEC.O1IB TG - MR % - 18R
TEREETURETORRABA  HEEER
FRBIFARQA ([BHF]) -AA 5481 &
4518 RIZEEARIMERERMDHRIERE T
SVBBRAR([ZB]) KRB -

RZZ—NFNA+A  AAREREEO.01
7 TT K9 268,569 % & i@ A% ~ 221,431 [ I i@ %
555,556 8 L iR 0 Rl EE M B - L8
EBYE=ZFUARBERARAEERKRESZ
Capital Limited ([ JZ Capital |) & 8 277 ([#Hi&
BR] -BHRIBSRHTRERRERLES
BEREL BRENTLTERERTE AQ0
A3 B - B ET K JZ Capital 2 5l # 5 49.33% -
40.67% &% 10% °

BERERZZ—NAF+ATNABHEER
%R (RER]) - AR F)#E % 9,962,000,000
R AR BEATRR 1D + 0% 5E AR 78 |3 380,000/ 7t (5
¥+ & 5 1% 0.01 7 7T #9 38,000,000 A% A% 17) & Hn
% 100,000,000 7% 7T (£ #F A & AR0.01 B TH
10,000,000,000 A% f& 17) - 7% E R 19 B 1714 &
HTARERNZERSFEE -

RZF—hh&+—A+=8B ARFAIMUZ
HREEMNHFAREEEETR050B LT
250,000,000 % & §% 0.01 & T 9 I i@ A% -
F 18 3 B 42 58 /125,000,000 7% 7T @ &= 4 %
13 3% € 122,500,0008 7c (HERHARE
109,577,0007T) ([2RBE]) -

RIBRER NARIRBEEHREEAT—BEE
B ] 4 SR PR AN R & BRF AR SR B0 35 AR Lt 51 ) L 2B
HNEE1T 749,444,444 B8 A BR DI 1B B M BR 15 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A PR AR R

32. RESERVES

(i)

(ii)

Statutory reserve

According to the People’s Republic of China (the
“PRC”) Company Law, companies in the PRC are
required to transfer 10% of their respective after-tax
profits, calculated in accordance with the relevant
accounting principles and financial regulations
applicable to entities established in the PRC, to the
statutory surplus reserve until the reserve balance
reaches 50% of the registered capital of the relevant
subsidiaries. The statutory surplus reserve can be
utilised, upon approval of the relevant authorities, to
offset accumulated losses or to increase registered
capital of these companies, provided that such fund
is maintained at a minimum of 25% of the registered
capital of the relevant subsidiaries. The statutory
reserve is not distributable as cash dividends and
must be made before distribution of dividend to equity
owners.

Merger reserve

On 11 December 2017, Shenzhen Mars Exploration
Technology Co., Ltd. (“Shenzhen Mars”), a related
company formerly wholly owned by the Controlling
Shareholders (as defined in Note 1), transferred their
entire shareholding in Guizhou Mars to Shenzhen
Sprocomm, a company established in the PRC and
wholly owned by the Controlling shareholders, at
RMB1 consideration. Guizhou Mars is wholly owned
by Shenzhen Sprocomm since the completion of
transfer. The merger reserve as at 1 January 2018
represents the difference between the consideration
and the carrying amounts of the assets and liabilities of
Shenzhen Mars acquired.

During the year ended 31 December 2018, the Group
has completed the Reorganisation and the difference
between the consideration of acquiring Shenzhen
Sprocomm pursuant to the Reorganisation over the
paid-in capital of RMB28,244,000 was transferred to
merger reserve.

32. f#
(i)

(ii)

(3

EERE
RERPEARLNE (THE]) A F
EPEEARRLRRRBERR
ERBERARINERNABES
REME B R BAREZBH
BN EEZERKRFHEREE
FEHREEIAENBERRZME
RE50% ° A E B BEA BB
FIHL/ER AT AR AR - A3 85 BT
BRIEMEERRNZMER -
ZETELHETHEEBNB AR
it & AR #925% < EEREETAIER
BelRenk vAREMEZESR
ADERRBREA

BOtRE
RZT—+F+ZA+—H @5
RAFYINERRBHRER AR (R
YRE]) BHRIZERBOR (EEREWE
1D2ERA - MFRIKRE (—HRF
BRI HZERBRE2EREZA
B EERENEMNE 2 23R -
RER/RARKEIT - BKEER -
EMAEBRFRYNKRE2ERA - —
T N\F-HA-—BNEHREBRMN
WERNKNEEERBEHNRER
FREECENERE -

REBEE-_FE—N\F+=-_A=+—8H
IEFE AEBETHKEHR RESE
ARERNAEHOREBLEEH
BARANRED282440007T 2 ZH D
BRSSO o
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32. f#E @)
(iii) EfbzE

32. RESERVES (Continued)
(iii) Other reserves

The amount represents (i) the amount paid by an
equity holder in excess of registered capital of
Shenzhen Sprocomm of RMB 2,645,000 as below
(@); (ii) the Deemed Capital Contribution pursuant to
the Reorganisation of the Group as detailed below (b);
and (iii) the difference of the consideration paid for the
acquisition of the additional equity interest in Chengdu
Sprocomm Cloud Technology Co., Ltd. (“Chengdu
Sprocomm”) and the carrying value of the additional
equity interests of the subsidiary acquired during the
year ended 31 December 2019.

(@ At 1 January 2018, Shenzhen Sprocomm had
registered and paid-in capital of RMB50,000,000,
which was owned as to 54.81% and 45.19% by
the Controlling Shareholders, Mr. Li Chengjun and
Mr. Xiong Bin, respectively. In September 2018,
pursuant to the Reorganisation, an investor, JZ
Capital, injected the total amount of capital of
RMB8,201,000 into Shenzhen Sprocomm while
the amount of approximately RMB5,556,000
represented the paid in capital and excess
amount of approximately RMB2,645,000 was
recognised as other reserves.

(b) On 10 September 2018, Mr. Li, Mr. Xiong and
JZ Capital (the “Equity holders”) transferred
their equity interests in Shenzhen Sprocomm to
Sprocomm Intelligence (HK) Limited, a company
wholly owned by the Company at a cash
consideration of approximately RMB83,800,000.
As part of the Reorganisation, the Equity holders
assigned the consideration receivable by them to
Grace Kirin Limited (“Grace Kirin”), a company
wholly owned by the Company as capital injection.
The assignment of the consideration receivable
is treated as deemed capital contribution from
the Equity holders and credited to capital reserve
(the “Deemed Capital Contribution”). The
Reorganisation was completed in September
2018 following the completion of the above equity
transfer and Deemed Capital Contribution.
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33. SHARE-BASED PAYMENT B.BOEZARS

TRANSACTIONS

Share-option scheme

During the year ended 31 December 2019, the Company
has adopted a share option scheme (the “Share Option
Scheme”) upon Listing. The Share Option Scheme is a
share incentive scheme and is established to recognise and
acknowledge the contributions that the eligible participants,
including (i) any full-time or part-time employees, executives
or officers of the Company or any of its subsidiaries; (i)
any Directors (including non-executive Directors and
independent non-executive Directors) of the Company
or any of its subsidiaries; (iii) any advisers, consultants,
suppliers, customers and agents to the Company or any
of its subsidiaries; and (iv) such other persons who, in the
sole opinion of the board of directors of the Company, will
contribute or have contributed to the Group. The Share
Option Scheme shall remain in force unless otherwise
cancelled or amended.

The maximum number of unexercised share options
currently permitted to be granted under the Share Option
Scheme is an amount equivalent, upon their exercise, to
10% of the shares of the Company in issue at any time. The
maximum number of shares issuable under share options to
each eligible participant in the Share Option Scheme within
any 12-month period is limited to 1% of the shares of the
Company in issue at any time. Any further grant of share
options in excess of this limit is subject to shareholders’
approval in a general meeting.

Share options granted to Directors, chief executives,
substantial shareholders or any of their respective
associates are subject to approval by the independent
non-executive directors (excluding the independent non-
executive directors who are the grantees of the options).
In addition, any grant of share options to substantial
shareholders or independent non-executive directors or
to any of their respective associates, in excess of 0.1% of
the shares of the Company in issue on the date of offer
with an aggregate value (based on the closing price of the
Company’s shares quoted on the Stock Exchange at the
date of grant) in excess of HK$5 million made within any
12-month period from the date of grant (inclusive) would be
subject to shareholders’ approval in a general meeting.

B RSt 2
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33.

34.

SHARE-BASED PAYMENT
TRANSACTIONS (Continued)

Share-option scheme (Continued)

The offer of a grant of share options under the Share Option
Scheme may be accepted within on or before the relevant
acceptance date, upon payment of a nominal consideration
of HK$1 in total by the grantee.

The exercise price of share options is determinable by the
board of directors, but may not be less than the highest of (i)
the HKSE closing price of the Company’s shares on the date
of grant of the share options; (i) the average closing price of
the Company’s shares for the five trading days immediately
preceding the date of grant of the share options; and (iii) the
nominal value of shares of the Company.

During the year ended 31 December 2019, no options were
granted under the Share Option Scheme.

RETIREMENT BENEFITS PLAN

The Group operates a MPF Scheme for all qualifying
employees in Hong Kong. The assets of the scheme are
held separately from those of the Group, in funds under the
control of trustees. The Group contributes 5% of relevant
payroll costs, capped at HK$1,500 per month, to the
MPF Scheme, in which the contribution is matched by the
employees.

The subsidiary established in the PRC contributes based
on certain percentage of the salaries of the employee to a
defined contribution retirement benefit plan organised by
relevant government authorities in the PRC on a monthly
basis. The government authorities undertake to assume
the retirement benefit obligations payable to all existing and
further retired employees under these plans and the Group
has no further obligation for post-retirement benefits beyond
the contributions made. Contributions to these plans are
expensed as incurred. Assets of the plans are held and
managed by government authorities and are separate from
those of the Group.

The total cost charged to consolidated statement of profit
or loss and other comprehensive income of approximately
RMB21,226,000 (2018: RMB16,502,000), representing
contributions payable to these schemes by the Group
during the year ended 31 December 2019.
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35. PLEDGE OF ASSETS 35. EEEF
At 31 December 2019, the Group had pledged or RZE-NFE+ZA=+—H  BRE
discounted the following assets to secure banking and BRYAEERITRESRBEURREE
borrowing facilities and factoring loan granted to the Group: Mo REBEEFIITHEUTEE -
2019 2018
—E-NF —E-)N\F
RMB’000 RMB’000
ARMT T AREET T
Trade and bills receivables B 5 RN EIE Kk B R E 30,040 87,161
Pledged bank deposits DHEMEITER 81,165 24,639
Ownership interests in land T REFRAEEE
and building 59,872 62,952
Total HEt 171,077 174,752
36. CAPITAL RISK MANAGEMENT 36. EXREERE
The Group manages its capital to ensure that entities within AEBEREEAUBRASEETE
the Group will be able to continue as a going concern BEEMESEESE  RAREBREL
while maximising the return to shareholders through the BER RRE  FEERRE AR RREAL
optimisation of the debt and equity balances. The Group’s AEBREERENFARTE -
overall strategy remains unchanged from period year.
The capital structure of the Group consists of borrowings, REBMERNEREBEGBR  XENK
net of bank balances and cash and equity attributable to RITEBRRIBERARNEHEE AE(L#E
owners of the Company, comprising share capital and w= (BIERARFEE) -
reserves.
The directors of the Company review the capital structure RARERTHRAEE 2 EARERE o
of the Group periodically. As part of this review, the EEARERITN—XD  RRARESE
directors of the Company consider the cost of capital and BEAKAREZEERNGBENRR -
the risks associated with each class of capital. Based on AEEBRBEARGIZESZHEREES
recommendations of the directors of the Company, the BRIENESEINERIERBINES
Group will balance its overall capital structure through NERBBEFA L EH LB EARERE -

capital injection as well as the raise of additional borrowings
as additional capital or the redemption of existing debt.
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37. FINANCIAL INSTRUMENTS 37. &I A
(a) Categories of financial instruments (@ eRMIAZSE
2019 2018
—E-NEF —E-)N\F
RMB’000 RMB’000
AREFT ARBET T
Financial assets EMEE
Financial assets at FVTPL BAFEFAEBZED
TREE 285,650 295,480
Loans and receivables/at BN EWERIE R K
amortised cost (including bank RErE 2 FIE (BIEIRT
balances and cash) HEHRRE D) 836,365 507,787
1,122,015 803,267
Financial liabilities sREE
Financial liabilities measured at BB IEKAFTEZ
amortised cost THEaE 1,170,462 843,297
(b) Financial risk management objectives and (b) KRB EEEERBEK

policies

The Group’s major financial instruments include trade
and bills receivables, other receivables, pledged
bank deposits, financial assets at FVTPL, amount
due from non-controlling shareholder of a subsidiary,
bank balances and cash, trade and other payables,
borrowings and lease liabilities.

Details of these financial instruments are disclosed
in respective notes. The risks associated with these
financial instruments included credit risk, currency
risk, interest rate risk and liquidity risk. The policies
on how to mitigate these risks are set out below. The
management manages and monitors these exposures
to ensure appropriate measures are implemented on a
timely and effective manner.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e TR R MR

37. FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and
policies (Continued)

Market risk

()

Currency risk

The Group’s major operating subsidiary has
foreign currency sales, which expose the Group
to foreign currency risk. The Group currently
does not have a foreign currency hedging policy.
However, the management monitors foreign
exchange exposure and will consider hedging
significant foreign currency exposure should the
need arise.

The Group’s exposure to foreign currency
risk relates principally to its bank balances
denominated in foreign currencies other than the
functional currency of the relevant group entities.

The carrying amounts of the Group’s monetary
assets that are denominated in currencies other
than the functional currencies of the relevant
group entities at the end of each reporting period
are as follows:

37. €@ T B @)
(b) BAFEEBREIE B ERBE (&)

5 &L

()

B
AEETEZKEMBRARHER
SNEE SR - {8 N 5 B E R ON S
[\ By o AN &2 [ 3R B X A SIS
HEE-AM EEESRE
ERINERRIEAGNERER
ZREIFERINER R o

AEEHBENINERREE SR
HUHBEEEEDEEE N
SN SN SHERVERITAERRB R -

REREHR  NEEIAEE
=

usbD ET

SEEBY e EBUINEER
BENEEEERTEDT :

2019 2018
—E—-hEF —E-NF
Assets Assets
RMB’000 RMB’000
AR¥TF R ARET T
- 635

No sensitivity analysis is presented since the
directors of the Company consider the exposure
would be immaterial.

HRARREERAABRR
WABEKR BRI T2 GRE
DT e
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37. FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and
policies (Continued)

Market risk (Continued)

(i)

Interest rate risk

The Group is exposed to fair value interest rate
risk in relation to certain fixed rate borrowings
(Note 28) and certain pledged bank deposits
(Note 24). The Group currently does not have
an interest rate hedging policy. However, the
management monitors interest rate exposure
and will consider other necessary actions when
significant interest rate exposure is anticipated.

The Group is also exposed to cash flow interest
rate risk in relation to certain variable-rate pledged
bank deposits (Note 24), bank balances (Note
25) and variable-rate bank borrowings (Note 28).
It is the Group’s policy to keep its borrowing at
floating rate of interests so as to minimise the fair
value interest rate risk.

The Group’s exposures to interest rates on
financial liabilities are detailed in the liquidity risk
management section of this note. The Group’s
cash flow interest rate risk is mainly concentrated
on the fluctuation of PBOC benchmark lending
rate arising from the Group’s variable-rate bank
borrowings which are denominated in RMB.

Sensitivity analysis

In the management’s opinion, the Group does
not have material interest rate risk exposure and
hence no sensitivity analysis is presented.
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37. €@ T B @)
(b) BAFEEBREIE B ERBE (&)

37. FINANCIAL INSTRUMENTS (Continued)
(b) Financial risk management objectives and

policies (Continued)

Credit risk

As at 31 December 2019, the Group’s maximum
exposure to credit risk which will cause a financial loss
to the Group due to failure to discharge an obligation
by the counterparties provided by the Group is arising
from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement
of financial position.

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts.

In determining the ECL for trade and bills receivables,
the management of the Group has taken into account
the historical default experience and forward-looking
information and concluded that credit risk inherent in
the Group’s outstanding trade and bills receivables are
insignificant.

EERR
R_FB-NFE+-_A=+—H K
SERYFHIRERTEE(KNEHE
E R R B ) T AT B8 e B 7% &S
BORREERR KREHKaUHE
MAKRMMEECEREREENR
[ERER

RBEERBEERE AEEE
BEECZKEFAEEEEERE
EEEHMEMERIERF AR
BREUIR#E H5 e W R B HA B 75 -

EZRWFIAEREREERETER
HEEEREN AKBEEREECH
EBERNKRRAELEEN R
RAEBEREEE 5 R WFERE
WEBENEBEERBRTENR -
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37. FINANCIAL INSTRUMENTS (Continued)
(b) Financial risk management objectives and

37. €@ T B @)
(b) BAFEEBREIE B &R BEK (&)

policies (Continued)

Credit risk (Continued)

The Group applies the simplified approach to assess
the expected credit losses prescribed by HKFRS 9,
which permits the use of the lifetime expected credit
loss for all trade and bills receivables. The Group
determines the ECL on an individual basis and/or
collectively by using a provision matrix, estimated
based on historical credit loss experience, as well as
the general economic conditions of the industry in
which the debtors operate. In this regard, the directors
of the Company consider that the Group’s credit risk is
significantly reduced.

In order to minimise the credit risk of other receivables
and amount due from a shareholder, the Group’s
management continuously monitors the level of
exposure to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews
the recoverable amount of each individual receivable
at the end of each reporting period to ensure that
adequate impairment losses are made for irrecoverable
amounts. In this regard, the directors of the Company
consider that the Group’s credit risk is significantly
reduced.

The credit risk on liquid funds is considered minimal as
such amounts are placed with banks with high credit
ratings assigned by international credit-rating agencies.
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37. €@ T B @)
(b) BAFEEBREIE B ERBE (&)

37. FINANCIAL INSTRUMENTS (Continued)
(b) Financial risk management objectives and

policies (Continued)

Credit risk (Continued)

The Group’s concentration of credit risk by
geographical location is mainly in India, which
accounted for 23% (2018: 21%) of the total trade and
bill receivables respectively as at 31 December 2019.

The Group has concentration of credit risk as 32%
(831 December 2018: 14%) of the total trade and
bills receivables was due from the Group’s largest
trade debtor as at 31 December 2019; and 67% (31
December 2018: 49%) of the total trade and bills
receivables was due from the Group’s five largest trade
debtors as at 31 December 2019.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to
finance the Group’s operations and mitigate the effects
of fluctuations in cash flows. In addition, the Group
relies on borrowings as a significant source of liquidity.
The management monitors the utilisation of borrowings
and ensures compliance with loan covenants.

EERR @
AEERWENEE SN EER
BREEEFREHNE - RZZE—NF
+—BA=Z+—Bo53EE ZEKK
HREREBRBEREN23% (ZE— N
F:21%) °

R—ZE—hF+=—A=+—8"
ESRKRAEREREEBED
X% (ZE—NF+=ZA=+—8:
14%) BRERAEEZEREERF N
H BRASEREETEERR -
R-_ZE—hFE+-_A=+—8"
EHREBREREREEATED
67% (ZFE—N\F+=—A=+—8:
49%) BIEWAEB A AKHEERF XK
I8 o

nBETRER
REERBESAR  AEEEE
LREFEEERRBENIMNAEH
LENREMNREFEYKFE A
HMERSRERDNOTE - LI
AEETREERSERZNRDE
SRR - BEEEBEEEENERS
N ERETERERE -
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37. €@ T B @)
(b) BAFEEBREIE B &R BEK (&)

37. FINANCIAL INSTRUMENTS (Continued)
(b) Financial risk management objectives and

policies (Continued)

Liquidity risk (Continued)

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required
to pay. The maturity dates for non-derivative financial
liabilities are prepared based on the agreed repayment
dates. Specifically, borrowings with a repayment on
demand clause are included in “Less than 1 year or
on demand” band regardless of the probability of the
financial institution choosing to exercise their rights.

The table includes both interest and principal cash
flows. To the extent that interest flows are floating rate,
the undiscounted amount is derived from interest rate
curve at the end reporting period.
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37. FINANCIAL INSTRUMENTS (Continued) 37. € T A (@)
(b) Br7%[E b B2 B B R BUR ()

(b) Financial risk management objectives and
policies (Continued)

Liquidity risk (Continued) MEE SRR (&)

The Group
¥ 1]
More than More than
Lessthan 1yearbutnot two years but Total
Tyearor  exceeding not exceeding More than  undiscounted Carrying
on demand two years five years fiveyears  cashflows Amount
SR-E5 —EHE MENL AHR
RER EBTEEFME BFRBRLE BENE BEMEHE BEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETr  ARETR ARMTR AR%Tn  ARETn  ARETR
At 31 December 2019 RZB-1%
tZA=t-H
Trade and bils payables BARMZER
ERZE 876,707 - - - 876,707 876,707
Accruals and other payables EirBRRE(
R 87,498 - - - 87,498 87,498
Lease liabilties BEafk 12,602 5,839 - - 18,441 17,644
Borrowings &5 185,491 4179 11,550 10,071 211,291 206,257
1,162,298 10,018 11,550 10,01 1,193,937 1,188,106
The Group
ie-=
More than More than
Lessthan  1yearbutnot  two years but Total
1 year or exceeding  not exceeding Morethan  undiscounted Carmyjing
on demand two years five years five years cash flows Amount
PR—E5 —Ept MENE AHRRS
EEk ETHRERE BTERLE RENE MEEE KEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETT  ARETR ARETR  ARETT ARETR
At 31 December 2018 RIB-N\§
tZh=t-A
Trade and bills payables BARMZER
EHZE 646,529 - - - 646,529 646,529
Accruals and other payables EHERRLM
g 76,107 - - - 76,107 76,107
Borrowings &3 95,509 4343 12,043 13,756 125,651 120,661
818,145 4,343 12,043 13,756 848,287 843,297
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37. €@ T B @)
(b) BAFEEBREIE B &R BEK (&)

37. FINANCIAL INSTRUMENTS (Continued)
(b) Financial risk management objectives and

policies (Continued)

Liquidity risk (Continued)

Borrowings with a repayment on demand clause
is included in the “less than 1 year or on demand”
time band in the above maturity analysis. As at
31 December 2019, the aggregate undiscounted
principal amounts of these borrowings amounted to
RMB164,032,000 (2018: RMB70,088,000). Taking into
account the Group’s financial position, the directors
of the Company do not believe that it is probable that
the financial institutions will exercise their discretionary
rights to demand immediate repayment. The directors
of the Company believe that such borrowings will be
repaid in accordance with the scheduled repayment
dates set out in the loan agreements. At that time,
the aggregate principal and interest cash outflows
will amount to approximately RMB164,080,000
(2018:RMB70,168,000). All borrowings with a
“repayable on demand clause” are with scheduled
repayment of less than 1 year.

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities are
subject to change if changes in variable interest rates
differ to those estimates of interest rates determined at
the end of reporting period.
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AN
%/T\l:l

B R R

37. FINANCIAL INSTRUMENTS (Continued)

(c) Fair values measurements recognised in

the consolidated statement of financial
position

The following table provides an analysis of financial
instruments that are measured at fair value at the end
of each reporting period for recurring measurement,
grouped into Level 2 based on the degree to which the
fair value is observable in accordance with the Group’s
accounting policy.

37. £® I A @)

(c)

R SHBRRRER 22
FEIE

TREHERIAZ SN IR
REMAEREBSHPRZAFE
AECURBASEEAERRER
RFERBRIEREDERFE MG

2019 2018
—E-hF —T-N\F
RMB’000 RMB’000
AR®BT T ARET T
Financial assets at FVTPL BAFEFABROTHEE
— Structured deposits — BTN 285,650 295,480

The valuation method for fair value measurement of
structure deposits refers to the price quotation from
the issuing banks.

The directors of the Company consider that the
carrying amounts of other financial assets and
financial liabilities recorded at amortised cost in the
consolidated financial statements approximate their fair
value due to their immediate or short-term maturities.

There were no transfers between levels of fair value
hierarchy in the current and prior years.

BRUEFTRAFEFEEANGE
TRIEBITIRITHORE -

EMBHRERARZEMLEREENR
CRABZEREERAREZAFE
BE - TOHRR K EF R SEHR A -

REAFERBEFE
Faﬁﬁﬁﬁig}%é"

AFEER
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38. RELATED PARTY TRANSACTIONS

(a

(b)

Save as disclosed elsewhere in the consolidated
financial statements, during the years, the Group has

entered into the following transactions with related
companies.

38. ML RS

(@

BEaRAaVBRAEMENAEESE
Sh o RER - AR B E BB AR AT
MIATRS

Related Nature of

companies 2] N transaction X B M E 2019 2018
—E-NEF —E-NF

RMB’000 RMB’000

AR¥F T ARBT T

Shenzhen Mars YN E Sales | - 2

Note: Htat

These transactions were carried out at terms determined and agreed ZERGRAEERBBEINTEERBELZ

by the Group and the relevant parties. 1RFHELT ©

During the year ended 31 December 2018, certain
facilities of borrowings were guaranteed by the

directors of the Company, details have been set out in
Note 28. The personal guarantees from the directors
of the Company have been replaced by corporate
guarantee from the Company upon Listing during the
year ended 31 December 2019.
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38. RELATED PARTY TRANSACTIONS 38. BHt XX Z ()

(Continued)
(c) The Group had the following balances with the related (c) REEmBH S 2 &ERIT -
parties:
Non-trade related balances FESHBE
2019 2018
—E-hEF =—N\F
RMB’000 RMB’000
AR¥T R ARBTT
Amount due from a related company JTM&Z-F'? E2LiNG]
Shenzhen Mars YN B FRIE - _
Maximum amount outstanding during  F3II X 2 & X R
the year Shenzhen Mars EEZ2&m A - 7,900
Note: The amount was unsecured, interest-free and repayable on Mat: EeBEEEAT REREARERER X
demand. Shenzhen Mars was a former related company PN B =2 e AR AR 3R 4% 1 &0 — B AT BA B A 7)

controlled by the Controlling Shareholders and was disposed to
an independent third party during the year ended 31 December
2018. Amount due from Shenzhen Mars of approximately
RMB5,774,000 was reclassified as other receivables as at 31
December 2018 as it ceased to be a related company of the
Group and has been fully settled during the year 31 December

RBE-Z—N\F+=-A=1+—HBLFEH
EF—E2BUE=F BARRIINKXETHA
NEBBAK AR BWEBCFIIAERBLHA
EMS?MOOOWEA_? NEFE+= )El Jr*

PEAEMBERFE YREE=-T—A
$+ B=+—BLEEERES-

2019.

2019 2018
—E-NEF —E-N\F
RMB’000 RMB’000
AR¥ET T ARBT T
Amount due from a shareholder JE U — 24 IR F 08 - 1,076

Maximum amount outstanding during £ A 5 R (B & 2
the year B = ik 08 1,076 1,076

Note: The amount was unsecured, interest-free and fully settled during
the year ended 31 December 2019.

Kt FPReBEEER 2ERRBE_T-NF
TZA=T—BLEFEHEE -
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38. RELATED PARTY TRANSACTIONS 38. AR Z (@)
(Continued)
(d) Compensation of key management d EEEBAEZE M
personnel
The remuneration of directors of the Company and KARESEREAMETEZEBRBAER
other members of key management during the year REFHHMAT :

was as follows:

2019 2018

—E-NnE —E—\%

RMB’000 RMB’000

AR¥T T ARBTT

Short-term benefits %2 EpRE A 2,168 1,646
Post-employment benefits BEEL 1R 1R A 167 242
2,335 1,888
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39. INFORMATION ABOUT THE 30. EEAR R BB RRKRNER

STATEMENT OF FINANCIAL POSITION

OF THE COMPANY
2019 2018
—E-hF —E-N\F
RMB’000 RMB’000
ARET T ARETIT
Non-current Assets ERBEE
Interests in subsidiaries AH B AR AR 72,118 =
Current Assets REBEE
Prepayments and other receivables B X 18 K E b [iE U 5178 - 1,719
Bank balances and cash RITEHR LIRS 1,504 88
1,504 1,807
Current Liabilities REBAE
Accruals and other payables FEETE A R H Atb FE S 5RIR 1,099 439
Amounts due to subsidiaries FESTH B R R FIE 3,070 7514
4,169 7,950
Net current liabilities RBEETFE (2,665) (6,143)
Total assets less current liabilities #EERABEE 69,453 (6,143)
Capital and Reserves EXR#E
Share capital % 7R 8,945 5
Reserves {1 60,508 (6,148)
Total Equity (Deficiency in Equity)  fE:S#2%E (RSB AL) 69,453 (6,143)

Represent amount less then RMB1,000.

B BER AR 1,0007T °
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39. INFORMATION ABOUT THE 39. HEAA R R B B AR &k & H
STATEMENT OF FINANCIAL POSITION (#&)
OF THE COMPANY (Continued)
(@) Interests in subsidiaries (@) RHB QTR
2019 2018
—E-hE —E-N\F
RMB’000 RMB’000
AR®F T ARBFIT
Unlisted investment, at cost JELEMIRE (FEKA) —* =
Amount due from a subsidiary JE LK BT BB 2 R 3R IE 72,118 =
72,118 -
Represent amount less then RMB1,000 * HEEHEERAREA1,0007T °
(b) Reserves of the Company (b) &2 wEf#EE
Share Accumulated
premium loss Total
B R E RitEE Foy
RMB’000 RMB’000 RMB’000
ARETT ARETTT ARETTT
At date of incorporation R B 8 - - =
Loss and total comprehensive N EIE & 2 E R X
expense for the year BEE - (6,148) (6,148)

At 31 December 2018 and R-E—)\F

1 January 2019 +-A=+t—HRK
—E-NF—HA—H - (6,148) (6,148)
Loss and total comprehensive FREE K 2 HE
expense for the year FkC - (22,783) (22,783)
Issue of shares by way NEEEMN T
of global offering BITR M 109,577 - 109,577
Transaction cost attributable ~ ZE TR EHER 5
to issue of new shares B AR (13,435) - (13,435)
Capitalisation issue B EAT (6,703) - (6,703)
At 31 December 2019 RZZE—hEF
+-A=+—H 89,439 (28,931) 60,508
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40. PARTICULARS OF SUBSIDIARIES
At as the date of this report, the Company has the following

subsidiaries:

(@) General information of subsidiaries

40. B X Al 2 515

WAHE B ADTHEU FHEAT

(@) MEBLARAN—RER

Issued and
fully paid
Place and date share capital/ Equity interest and voting
of incorporation/ registered power attributable to the
Name of subsidiaries establishment capital Company Principal activity
BRTR
M, BRRE/ AR REGRAE
WEARERE BB A TEMEX EERREE TEEH
2019 2018
—E-hE ZT-N\E
Directly held
EERE
Grace Kirin' BVI USD1 100% N/A Investment holding
28 June 2018
&R RERTHE 17T 100% TER REER
ZT-N\E
ANAZTNH
Indirectly held
BEEs
Sprocomm Intelligence Hong Kong HK$10,000 100% N/A  Investment holding
(HK) Limited? 27 August 2018
RAEERERBRAR? BE 10,0005 7T 100% TER  REER
ZT-N\E
NA=++H
Shenzhen Sprocomm?* PRC RMB55,556,000 100% 100%  Trading of featured
16 September 2009 phones and smart
phones
AR HE ARH 100% 100% EEMRAEFHK
—2ENE 55,556,000 7 BREFH
NAT7RE
Shanghai Sprocomm* PRC RMB2,000,000 100% 100%  Research and
24 November 2009 development of
cloud computing and
related technology
HERE! e ARE 100% 100% WHEEHER
ZTENE 2,000,0007¢ EE A
+—A=+@mA
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40. PARTICULARS OF SUBSIDIARIES 40. B A B 2 18 (&)
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(Continued)
(@) General information of subsidiaries (@ MELQRIN—BRER &)
(Continued)
Issued and
fully paid
Place and date share capital/ Equity interest and voting
of incorporation/ registered power attributable to the
Name of subsidiaries establishment capital Company Principal activity
EBTR
M, BRRE/ RAREERAE
WEARERE BB A TEMEX BERREE TEEH
2019 2018
ZE-nE ZEN\F
Guizhou Sprocomm** PRC RMB5,000,000 100% 100%  Research and
8 June 2016 development of
cloud computing and
related technology
EMRE" e N 100% 100% HEZHER
—Z2-R 5,000,0007C sk
~ANR
Chengdu Sprocomm* PRC RMB15,000,000 66.67% 62.5%  Research and
2 August 2017 development of
cloud computing and
related technology
PR th AR 66.67% 625% HEEHER
—B—tF 15,000,0007C sk E
NARZH
HK Sprocomm? Hong Kong USD50,000 100% 100%  Trading of featured
15 January 2016 phones and smart
phones
BERE? B 50,000% 7T 100% 100% EBEDREFER
—ERE BT
—A+hH
Sprocomm Technologies India INR145,647 82.03% 82.03%  Customer service and
India® 24 August 2016 technical support
Sprocomm Technologies N 145,647 82.03% 82.03% EPRBRRMH
India® NS HEER
NA=+mA
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40. PARTICULARS OF SUBSIDIARIES 40. B A Al 2 18 @)
(Continued)
(@) General information of subsidiaries (@ BRI —BRER @)

(Continued)

Issued and
fully paid
Place and date share capital/ Equity interest and voting
of incorporation/ registered power attributable to the
Name of subsidiaries establishment capital Company Principal activity
BETR
M, BERBRE/ RAREERAE
WEARERE BAbER A HMEX BERREE TEEH
2019 2018
—E-hE —E-N\E
Guizhou Mars* PRC RMB5,000,000 100% 100%  Research and
29 June 2016 development of
cloud computing and
related technology
MM E e AEE 100% 100% HEZHER
SN 5,000,0007T izl
ANAZTAE
Luzhou Sipukang™ PRC RMB100,000,000 100% 100%  Manufacturing of
1 September 2017 feature phones and
smart phones
BMNBE R HE AR 100% 100% BENREFRK
i 100,000,000 70 SEES
NA—B
The English name is for identification only. - B A TBEGER
L Company with limited liabilities incorporated in British Virgin Islands. ! REBREZESEMKZMBRAR -
2 Company with limited liabilities incorporated in Hong Kong. 2 REBEMALEOBRAF o
s Wholly foreign owned enterprises established in the PRC. ¢ R BRI SNE B E B o
+ Company with limited liabilities established in the PRC. ¢ RAERIHARAT -
s Company with limited liabilities incorporated in India. ° REERMHBERAFE -
All subsidiaries how comprising the Group are limited AEERKETNTZAMBENBARNY A
liability companies and have adopted 31 December as their ERARYRMANT_A=1+—RHBER
financial year end date, except for Sprocomm Technologies ®E P REE#E B (M Sprocomm
India which have a year-end date of 31 March. Technologies Indiafr4h » EFEAEH A
=Z=A=+—A8)-
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40. PARTICULARS OF SUBSIDIARIES 40. Mt B 2 Rl Z 518 (@)
(Continued)
(b) Details of non-wholly owned subsidiary (b) EEFERERNFEZEN
that have non-controlling interest BARFE
The following table set out the summarised financial THRHEIWAERIFZ2EWE QA
information of the non-wholly-owned subsidiaries of FHERBE !
the Group:
Proportion of ownership interests Loss allocated to
and voting rights held by non-controlling interests
non-controlling interests for the year ended Accumulated non-controlling
at 31 December 31 December interests at 31 December
Rt=B=t-H
HEERERREN HETZA=t-ALER Rt=B=t-BHK
FERRERAZRMAL AREFEREENEE RitFERER
2019 2018 2019 2018 2019 2018

280 ZRNF OZR-AF ZE\F ¥ CTNE
RMB0O0  RVBO0  RMBOO0  RMBOOO  RMBO00  RMBO0D
ARBTR  ARETR ARMTR ARETR  ARETR  ARETR

Chengdu Sprocomm KA 33.33% 37.50% 1,281 1440 2,002 3641
Inivicuall immaterial subsidiary B AFFERIER
with non-controling inferest LIREEE
HEA 4 2 (86) (84
Total &t 1,235 1,442 2,006 3,557
The summarised financial information in respect of the BEHASEBEZ 2 IEIER
Group’s subsidiary that has non-controlling interest ey oS I Ve RN ol
that is material to the Group, before intra-group BE (REB A A R K 8Ea)
eliminations: B R
31/12/2019 31/12/2018
—E-hEF —ZT—N\F
+=ZA=+—H +=ZA=+—H
RMB’000 RMB’000
Chengdu Sprocomm REKRE AREF ARBTT
Current assets mBNEE 8,308 11,175
Non-current assets EMENE E 79 101
Current liabilities mEBaE (2,126) (1,567)
Equity attributable to owners of AKRABHEE AEG
the Company = 4,169 6,068
Non-controlling interests FEE R M = 2,092 3,641
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40. PARTICULARS OF SUBSIDIARIES 40. ffB A Bl 215 (@)
(Continued)
(b) Details of non-wholly owned subsidiary (b) EEFERERNFEZEN
that have non-controlling interest [EUNSIESLC )
(Continued)
Year ended Year ended
31/12/2019 31/12/2018

BE-¥-AF HE-TN\F
+t=A=+-8 +=A=t-A

LHEE IEFE
RMB’000 RMB’000
AR®T T ARBTT
Revenue & 11 612
Expense 53 (3,458) (4,453)
Loss for the year FAEIE (3,447) (3,841)
Loss and total comprehensive ViN/NETE ¥ =N
expense attributable to owners FE(EEIE
of the Company FHEMAZEE (2,226) (2,401)
Loss and total comprehensive Bl T R ey ]
expense attributable to PEITE R L
non-controlling interest (1,231) (1,440)
Loss and total comprehensive FANBEREE
expense for the year Sz 4858 (3,447) (3,841)
Net cash outflow from operating KEEBRIR G
activities it E B (2,811) (2,912)
Net cash inflow (outflow) from FHEFHNHESRA
investing activities () F8E 2,670 (1,930)
Net cash inflow from financing BEEHHRESMA
activities FRE - 5,000
Net cash (outflow) inflow /e (Rl mAFERE (141) 158
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41. RECONCILIATION OF LIABILITIES
ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities
arising from financing activities, including both cash and
non-cash changes. Liabilities arising from financing activities
are those for which cash flows were, or future cash flows
will be, classified in the consolidated statements of cash
flows as cash flows from financing activities.

M BETBHELEZEBYHER

TRFALAFAEERERHELTNREE
B ERACKIFREEH -BETH
EXNABEREReREXRKESR
EREGARRERNERT O ERRMER
BHRERENAE -

Borrowings Lease liabilities Total
R HEAE @t
RMB’000 RMB’000 RMB’000
AREFTT ARBTT AREFTT
As at 31 December 2017 and R-E—+t&F+-A=+—H
1 January 2018 x=—F-N\F—H—H 222,645 - 222 645
Non-cash movements FREEH - - -
Exchange realignment B X AR 5,055 - 5,055
Finance costs incurred (Note 9) BEABERA(M1:729) 15,884 = 15,884
Financing cash inflows BMERERA 492,790 - 492,790
Financing cash outflows BERE RN (615,713) - 615,713)
As at 31 December 2018 RZE-N\F+=-A=1+—H 120,661 = 120,661
Impact on initial adoption MR EBT RS LA
of HKFRS 16 16 FE - 16,664 16,664
As at 1 January 2019 RZZ-NE—H—H 120,661 16,664 137,325
Non-cash movements FheE - 9,179 9,179
Exchange realignment B X AR 800 - 800
Finance costs incurred (Note 9) BELBENA H:29) 11,100 860 11,960
Financing cash inflows BMERERA 343,421 - 343,421
Financing cash outflows BMERE RN (269,725) (9,059) (278,784)
As at 31 December 2019 RZE-NF+=-A=1+—H 206,257 17,644 223,901
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42. LITIGATIONS

During the reporting period, there were legal claims arising
from the normal course of business being lodged against
the Group and no specific claim amount has been specified
in the applications of these claims except as detailed below.
In the opinion of the directors of the Company and after
consulting the legal professional advice, the ultimate liability
under these claims would not have a material adverse
impact on the financial position or results of the Group.

M

On 30 November 2018, Shenzhen Sprocomm
received a civil judgement (the “Judgement”) from
Shenzhen Futian People’s Court in relation to a claim
for approximately RMB1,600,000 of outstanding
payment for goods delivered and the interest against
Shenzhen Sprocomm filed by an independent third
party supplier in 2016. Pursuant to the Judgement,
Shenzhen Sprocomm shall pay (1) approximately
RMB747,000 of outstanding payment for its purchases
and the interest to the plaintiff, and (2) approximately
RMB11,000 of case acceptance fee to the court.
Shenzhen Sprocomm has filed an appeal at Shenzhen
Intermediate People’s Court (7 31l T & 4 A B 3% Fr)
(the “Intermediate Court”) on 17 December 2018 and
the hearing was held on 30 May 2019. A provision for
claim of approximately RMB758,000 was made during
the year ended 31 December 2018 and recognised
in the administrative expenses in the consolidated
statements of profit or loss and other comprehensive
income and the other payable in the consolidated
statements of financial position. On 11 June 2019, the
Intermediate Court ruled to dismiss the appeal and
maintained the decision made by the Futian Court. The
Group fulfilled the decision on 9 August 2019 with a
final settlement of approximately RMB879,000 and the
case was closed.

42.

EiEA

RmEHRE AEER -REHKBESD
WA—BERRE  BRTXFREN
ZERERFTEENAABRESH -
ARREFKRAEREERRLRRA
ZEREZERRAEEIRTIEHAKREZ
BN AREENEATNEE -

0 FINKER-_Z—NE+—A=+
Bz Ry mERERARER 2R
FEORTRR])  —BBIE=F
HEFNR - FRFRIKE
ERRERNEY R T RIER
A B 4 AR ¥ 1,600,000 7T 1F H B
B REZBER FIKEEAEMN
I Em s R RAERFER
REXNHAREET47,0007T © &
QRERSNEHZEEHARE
11,0007C e FINARBERZZE—N
FH+—A+EBERAFINTHRREAR
b ([ &&RER]) R EaF R R
—TE-AFERA=+BRTEA-
ERBE_ZE—N\F+_A=1+—
HIEFEFRREBBEHARK
758,0007C * WA EmMEME
AR RITHFE S K6 M5k
MEHEMENRIERR RN
—NERNA+—B AR ERETE
BB R AgEFREEAR 2 HR
AREBER-_Z—AENAALBH
FTEOR I AR A E 89 A R # 879,000

T RRHEER-
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42. LITIGATIONS (Continued)

(i)

On 28 November 2018, an independent factoring
company filed a joint lawsuit (the “Joint Lawsuit”)
claim at Beijing First Intermediate People’s Court (3t
R — 4 ARER) for an aggregate sum of
approximately RMB53,781,000 of outstanding factored
loan principal with recourse, interest and related cost
against Shenzhen Sprocomm, a customer of Shenzhen
Sprocomm for which the factored accounts receivable
was due from (the “First Defendant”) and a number of
other independent third parties, being other suppliers
of the First Defendant with factoring agreements
signed with the plaintiff (the “Other Defendants”).

Pursuant to a factoring agreement signed between
Shenzhen Sprocomm and the plaintiff on 22
December 2017, Shenzhen Sprocomm has assigned
its then outstanding accounts receivables from the
First Defendant, in the amount of approximately
RMB53,200,000 (adjusted to RMB40,000,000
pursuant to a supplement agreement) to the plaintiff
(as factor) and obtained a factored loan financing with
recourse of RMB 40,000,000. After the transfer of
the accounts receivables to the plaintiff, the plaintiff
owned the right to receive the outstanding amount
of the accounts receivables from the First Defendant.
Other Defendants who are also suppliers to the First
Defendant also factored certain of their respective
accounts receivables from the First Defendant with
the plaintiff. The First Defendant failed to settle its then
outstanding accounts payable due to the plaintiff (which
were attributable by the accounts receivables factored
by Shenzhen Sprocomm and Other Defendants) in an
aggregate sum of RMB53.8 million when they fell due.

During the year ended 31 December 2018, the legal
proceeding is still in progress and the directors of the
Company, with reference to legal opinion obtained and
available information, considered that the maximum
exposure including of total claims and legal cost of
approximately RMB1,025,000, the provision (the
“Provision”) was made during the year ended 31
December 2018 and recognised in the administrative
expenses in the consolidated statement of profit or
loss and other comprehensive income and the other
payable in the consolidated statement of financial
position.
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42.

=

o 5A (%)

—

i

RZE—-NFE+—A=Z+NB ' —
FMEBYREAFNMEEREZRE
EREERAS A B KAEEKAR
4 £ 49 AR #53,781,000 7T M 4L =
ME—FRZAREIZR LR FR
([HEFHRD  BFRINARE - —
HZRGFEBEERRERZFIABRE
FUE—#HE) RBHEMBILE
—H(BERERTREMEZE —
WEMEMEER) (HMEs)) -

BREFRNAKEEHRENR-_Z—tF
T+ AT -BEITzZREWRE
FIKREERRS (EARIEA) &
BERERE —HE 2 RKEEK
8% W4 A R 53,200,000 7T (1R 1%
7 A = A K ¥ 40,000,000
To) c WEBSAEBREZREERR
& A R #40,000,0007T ° R AR &
EHREWERE REHEAERE—
25 WER oK U [B] 8 R AR SR 2 RE R o
HihwE (MRS —HE 2 HERN)
THRERESBRERKE —HEZ
BETERER - F—HERBBERED
R ENERENRSEZAE
EBRIE(BRIKE R E Mg ERE
2 EWERESRIER) & ARKES3.8H
BT e

REE-_T—N\F+_A=+—8
WHEFEE AR FARFNEHEER
RATEEREERNZEZRZERLR
ARSER REEER(BREER
EREEKA) B8 AR 1,025,000
T EBEREBEEZZE-—NF+=A
=t+—HILFEIREE(BE]
YR REMEE KSR
TERHASEE ARGEHBRTE
B E fth B A ZRIBRERR o
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42. LITIGATIONS (Continued)

(i)

(Continued)

On 8 April 2019, Beijing First Intermediate People’s
Court dismissed the Joint Lawsuit and no appeal
on the ruling has been filed by the plaintiff within the
statutory time limitation and the case was closed. On 7
May 2019, the plaintiff separately filed another lawsuit
at Beijing Haidian District People’s Court against
Shenzhen Sprocomm and the First Defendant for the
repayment of the outstanding accounts receivable
under the factoring agreement in the amount of
RMB29.2 million (the “Relevant Sum”) and the relevant
interests.

After considering the Relevant Sum and previous
payments from First Defendant to the Plaintiff, the
outstanding liability of Shenzhen Sprocomm amounted
to RMB17.1 million plus the relevant interest, legal
costs and court fees of an aggregate of approximately
RMB1.8 million as at 31 December 2019. During the
year ended 31 December 2019, additional provision
of RMBO0.7 million has been provided in relation to this
litigation. As at 31 December 2019, the Group had
provision for litigation of approximately RMB1.8 million.

As at the date of this report, the legal proceeding is
still in progress. The directors of the Company, with
reference to the legal opinion obtained and available
information, considered that the provision has
adequately covered the maximum exposure including
of total claims and legal cost of the case.

42.

AR ()

(i)

(%)

RZF-NFMOANB ERTHE
—HEARERREKRFLRAER
EREE R ARAEERE L5 -
ZEHEHEE- N _T—NFHA
B RERIERTERERARE
Pt EERIEZHZER T REERIK
FERARE202BE T ([HBREAD)
NEBEMBHHERINKRERE K
EORIRES — A

KT RE—WELRRRE 8
HEzE  FIRENREEAR
EARBATABEELT MERZE
—NWF+-—A=1+—HBHHHEEFNS
FERARFARAEBERENARE
18EEL -HE_Z—HAFE+=A
=+—HLEFE ARBEHEF
AAREINTIRBEARKOTEE T
RZZE—NE+ZA=+—H &K
EEMFLABENAARKI18EE
ol

RARE B ZRFARFIDE
HE ARAEZLSECRIZ
ERERNAIAEMRS  BEE
RABEZRMTESEAR (BREAER
18 ROERA) o
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43. EVENT AFTER THE REPORTING PERIOD

Effect of Novel Coronavirus

The Group has two production plants situated in Shenzhen
and Luzhou, with its headquarter located in Futian District
of Shenzhen. The outbreak of the novel coronavirus (the
“Coronavirus”) delayed the resumption of production of
the Group’s production plants after the Chinese New Year
Holidays. Such delayed resumption has caused a significant
drop in the Group’s production capacity and delay in
production and delivery schedules. Details of the impact of
the Coronavirus on the Group’s operation are set out in the
announcement of the Company dated 17 February 2020.

As at the date of this report, the Group’s headquarter and
production plants have resumed full operations and is
working closely with its employees, suppliers and customers
to mitigate the adverse impact arising from the outbreak of
the Coronavirus.

On 25 March 2020, Indian government imposed certain
travel restrictions to control the spread of the Coronavirus
and the business activities of the Group’s major customers
would be interrupted due to such restrictions. The Group
derives substantial revenue from India and the directors
of the Company believe that the aforesaid virus control
measures will impact the Group’s sales to India in the first
half of 2020.

The board of directors of the Company is currently
estimating the impact of the Coronavirus on the Group’s
business operations and financial performance and will
closely monitor the Group’s exposure to the risks and
uncertainties in connection with the Coronavirus.
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