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ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE BOARD
OF DIRECTORS OF CHERVON HOLDINGS LIMITED, CHINA INTERNATIONAL CAPITAL
CORPORATION HONG KONG SECURITIES LIMITED AND CITIGROUP GLOBAL
MARKETS ASIA LIMITED

Introduction

We report on the historical financial information of Chervon Holdings Limited (the “Company”) and
its subsidiaries (together, the “Group”) set out on pages I|-5 to 1-125, which comprises the
consolidated statements of financial position of the Group and the statements of financial position
of the Company as at December 31, 2018, 2019 and 2020 and June 30, 2021, the consolidated
statements of profit or loss, the consolidated statements of profit or loss and other comprehensive
income, the consolidated statements of changes in equity and the consolidated cash flow
statements, for each of the years ended December 31, 2018, 2019 and 2020 and the six months
ended June 30, 2021 (the “Relevant Periods”), and a summary of significant accounting policies
and other explanatory information (together, the “Historical Financial Information”). The Historical
Financial Information set out on pages I-5 to I-125 forms an integral part of this report, which has
been prepared for inclusion in the prospectus of the Company dated December 17, 2021 (the
“Prospectus”) in connection with the initial listing of shares of the Company on the Main Board of
The Stock Exchange of Hong Kong Limited.

Directors’ responsibility for Historical Financial Information

The directors of the Company are responsible for the preparation of Historical Financial Information
that gives a true and fair view in accordance with the basis of preparation and presentation set out
in Note 1 to the Historical Financial Information, and for such internal control as the directors of the
Company determine is necessary to enable the preparation of the Historical Financial Information
that is free from material misstatement, whether due to fraud or error.

Reporting accountants’ responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to report our
opinion to you. We conducted our work in accordance with Hong Kong Standard on Investment
Circular Reporting Engagements 200 “Accountants’ Reports on Historical Financial Information in
Investment Circulars” issued by the Hong Kong Institute of Certified Public Accountants (‘HKICPA”).
This standard requires that we comply with ethical standards and plan and perform our work to
obtain reasonable assurance about whether the Historical Financial Information is free from
material misstatement.

KPMG, a Hong Kong partnership and a member firm of the KPMG
global organisation of indepgndent member firms affiliated with
KPMG International Limited {'K®MG International”), a private
English company limited by guarantee.
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ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE BOARD
OF DIRECTORS OF CHERVON HOLDINGS LIMITED, CHINA INTERNATIONAL CAPITAL
CORPORATION HONG KONG SECURITIES LIMITED AND CITIGROUP GLOBAL
MARKETS ASIA LIMITED (CONTINUED)

Reporting accountants’ responsibility (continued)

Our work involved performing procedures to obtain evidence about the amounts and disclosures
in the Historical Financial Information. The procedures selected depend on the reporting
accountants’ judgement, including the assessment of risks of material misstatement of the
Historical Financial Information, whether due to fraud or error. In making those risk assessments,
the reporting accountants consider internal control relevant to the entity’s preparation of Historical
Financial Information that gives a true and fair view in accordance with the basis of preparation and
presentation set out in Note 1 to the Historical Financial Information in order to design procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Our work also included evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the Historical Financial Information.

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

Opinion

In our opinion, the Historical Financial Information gives, for the purpose of the accountants’ report,
a true and fair view of the Company’s and the Group’s financial position as at December 31, 2018,
2019 and 2020 and June 30, 2021 and of the Group’s financial performance and cash flows for the
Relevant Periods in accordance with the basis of preparation and presentation set out in Note 1 to
the Historical Financial Information.

Review of stub period corresponding financial information

We have reviewed the stub period corresponding financial information of the Group which
comprises the consolidated statement of profit or loss, the consolidated statement of profit or loss
and other comprehensive income, the consolidated statement of changes in equity and the
consolidated cash flow statement for the six months ended June 30, 2020 and other explanatory
information (the “Stub Period Corresponding Financial Information”). The directors of the Company
are responsible for the preparation and presentation of the Stub Period Corresponding Financial
Information in accordance with the basis of preparation and presentation set out in Note 1 to the
Historical Financial Information. Our responsibility is to express a conclusion on the Stub Period
Corresponding Financial Information based on our review. We conducted our review in accordance
with International Standard on Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the HKICPA. A review consists of
making enquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion. Based on our review, nothing
has come to our attention that causes us to believe that the Stub Period Corresponding Financial
Information, for the purpose of the accountants’ report, is not prepared, in all material respects, in
accordance with the basis of preparation and presentation set out in Note 1 to the Historical
Financial Information.
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Report on matters under the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and the Companies (Winding Up and Miscellaneous
Provisions) Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying Financial
Statements as defined on page I-4 have been made.

Dividends

We refer to Note 36(b) to the Historical Financial Information which contains information about the
dividends paid by the Company in respect of the Relevant Periods.

Section 436 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance

The Historical Financial Information contained in this Prospectus does not constitute the
Company’s statutory annual consolidated financial statements for the years ended 31 December
2018, 2019 or 2020 but is derived from those financial statements. Further information relating to
these statutory financial statements required to be disclosed in accordance with section 436 of the
Companies Ordinance is as follows:

As the Company is a private company, the Company is not required to deliver its financial
statements to the Registrar of Companies, and has not done so.

The Company’s auditors have reported on these financial statements for the three years. The
auditors’ reports were unqualified; did not include a reference to any matters to which the auditor

drew attention by way of emphasis; and did not contain a statement under either sections 406(2),
407(2) or (3) of the Companies Ordinance.

VI G

Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

December 17, 2021



APPENDIX 1 ACCOUNTANTS’ REPORT

HISTORICAL FINANCIAL INFORMATION

Set out below is the Historical Financial Information which forms an integral part of this
accountants’ report.

The consolidated financial statements of the Group for the Relevant Periods, on which the Historical
Financial Information is based, were audited by KPMG Huazhen LLP in accordance with Hong Kong
Standards on Auditing issued by the HKICPA (the “Underlying Financial Statements”).



APPENDIX 1

ACCOUNTANTS’ REPORT

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS

(Expressed in US dollar)

Revenue
Cost of sales

Gross profit

Other revenue

Other net (loss)/gain
Selling and distribution
expenses

Administrative and other
operating expenses
Research and
development costs

(Loss)/profit from
operations

Net finance costs

Share of profits of
associates

Share of profits of a joint
venture

(Loss)/profit before
taxation

Income tax
credit/(expense)

(Loss)/profit for the
year/period

Attributable to:

Equity shareholders of
the Company
Non-controlling interests

(Loss)/profit for the
year/period

Earnings per share
Basic (USD)

Diluted (USD)

Note

5(a)
5(b)

6(a)
17

18

11

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)

690,698 843,578 1,200,902 514,359 868,797
(515,173)  (588,325) (832,190) (366,701) (617,688)
175,525 255,253 368,712 147,658 251,109
3,515 3,838 5,801 2,791 2,081
(8,192) 943 (3,140) (1,647) 19,754
(100,527)  (128,083) (179,447) (73,411) (96,418)
(45,378) (48,932) (82,843) (25,280) (32,614)
(27,656) (31,356) (38,939) (16,984) (27,967)
(2,713) 51,663 70,144 33,127 115,945
(17,164) (19,754) (17,357) (8,070) (7,895)
4,287 9,206 6,724 155 2,801
1,176 1,233 - - -
(14,414) 42,348 59,511 25,212 110,851

957 (6,266) (11,123) (4,721) (19,612)
(13,457) 36,082 48,388 20,491 91,239
(14,084) 33,976 44,359 18,062 86,062
627 2,106 4,029 2,429 5,177
(13,457) 36,082 48,388 20,491 91,239
(0.04) 0.09 0.11 0.05 0.21
(0.04) 0.09 0.11 0.05 0.21

The accompanying notes form part of the Historical Financial Information.
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APPENDIX 1 ACCOUNTANTS’ REPORT

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME
(Expressed in US dollar)

Six months ended

Year ended December 31, June 30,
Note 2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)
(Loss)/profit for the
year/period (13,457) 36,082 48,388 20,491 91,239

Other comprehensive

income for the

year/period (after tax

adjustments) 10

Item that will not be

reclassified to profit or

loss:

Remeasurement of net

defined benefit liability,

net of tax (19) (86) (39) (20) (25)
Item that may be

reclassified subsequently

to profit or loss:

Exchange difference on

translation of financial

statements of subsidiaries

with functional

currencies other than US

dollar (“USD”) (4,843) (1,258) 17,451 (5,661) 818

Other comprehensive
income for the

year/period (4,862) (1,344) 17,412 (5,681) 793
Total comprehensive

income for the

year/period (18,319) 34,738 65,800 14,810 92,032
Attributable to:

Equity shareholders of

the Company (18,160) 32,329 60,221 12,616 86,809
Non-controlling interests (159) 2,409 5,579 2,194 5,223
Total comprehensive

income for the

year/period (18,319) 34,738 65,800 14,810 92,032

The accompanying notes form part of the Historical Financial Information.
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APPENDIX 1

ACCOUNTANTS’ REPORT

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Expressed in US dollar)

Non-current assets

Properties, plants and equipment
Right-of-use assets

Investment properties

Intangible assets

Interest in associates

Interest in a joint venture
Prepayments, deposits and other
receivables

Financial assets at fair value through
profit or loss (“FVPL”)
Deferred tax assets

Current assets

Financial assets at FVPL
Derivative financial instruments
Inventories

Right to returned goods asset
Trade and bills receivables
Prepayments, deposits and other
receivables

Taxation recoverable

Pledged deposits

Cash and cash equivalents

Current liabilities

Bank loans

Derivative financial instruments
Lease liabilities

Trade and bills payables

Other payables and accruals

Taxation payable

Warranty provision

Refund liabilities from right of return

Net current (liabilities)/assets

Total assets less current liabilities

Note

12
13
14
15
17
18

24

20
30(b)

20
21

23

24
30(a)
25(b)
25(a)

26
21
27
28
29

30(a)
31
32

As at
As at December 31, June 30,

2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
109,520 120,020 143,020 165,654
41,720 40,829 42,629 42,048
1,614 1,384 1,262 -
2,347 2,050 1,754 1,605
49,069 58,011 57,201 58,268
6,865 - - -
4,663 3,485 4,455 5,764
20,718 17,267 5,849 5,938
21,415 21,217 24,178 21,480
257,931 264,263 280,348 300,757
12,380 3,595 5,372 2,785
481 956 5,827 3,107
214,919 297,645 288,680 378,912
1,921 2,078 5,618 4,198
127,347 135,233 254,368 319,089
21,450 28,386 40,170 22,858
11,402 17,764 21,975 22,907
24,713 23,193 22,172 63,491
73,266 94,064 166,937 238,582
487,879 602,914 811,119 1,055,929
316,231 337,558 290,459 395,832
3,694 1,294 289 618
1,653 2,122 3,161 3,361
138,883 163,808 247,529 350,691
56,499 87,891 130,137 157,561
2,371 3,909 6,628 15,069
7,273 8,394 15,175 18,796
2,622 3,077 8,218 5,914
529,226 608,053 701,596 947,842
(41,347) (5,139) 109,523 108,087
216,584 259,124 389,871 408,844

The accompanying notes form part of the Historical Financial Information.
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APPENDIX 1 ACCOUNTANTS’ REPORT

As at
As at December 31, June 30,
Note 2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Non-current liabilities

Bank loans 26 13,287 19,167 47,402 8,722
Lease liabilities 27 13,812 13,693 13,517 12,872
Warranty provision 31 13,121 15,246 30,775 32,215
Deferred income 33 4,131 3,974 4,152 4,145
Defined benefit retirement plans
obligation 34 922 921 972 956
Deferred tax liabilities 30(b) 4,196 5,285 9,029 11,012
49,469 58,286 105,847 69,922
NET ASSETS 167,115 200,838 284,024 338,922

CAPITAL AND RESERVES
Share capital 36 50,279 50,279 50,279 58,135
Reserves 36 99,523 131,852 209,459 280,787

Total equity attributable to equity

shareholders of the Company 149,802 182,131 259,738 338,922
Non-controlling interests 17,313 18,707 24,286 -
TOTAL EQUITY 167,115 200,838 284,024 338,922

The accompanying notes form part of the Historical Financial Information.
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APPENDIX 1 ACCOUNTANTS’ REPORT

STATEMENTS OF FINANCIAL POSITION OF THE COMPANY
(Expressed in US dollar)

As at
As at December 31, June 30,
Note 2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Non-current assets
Interests in subsidiaries 16 177,650 192,061 212,677 250,506
Investment in a joint venture 18 5,029 — — —
Loans to a subsidiary 19 2,296 - - -
184,975 192,061 212,677 250,506
Current assets
Prepayments, deposits and other
receivables 24 16,062 17,679 18,704 14,434
Pledged deposits 25(b) 402 402 403 401
Cash and cash equivalents 25(a) 3 4 4 302
16,467 18,085 19,111 15,137
Current liability
Other payables and accruals 29 884 814 884 43,901
884 814 884 43,901
Net current assets/(liabilities) 15,583 17,271 18,227 (28,764)
Total assets less current liabilities 200,558 209,332 230,904 221,742
NET ASSETS 200,558 209,332 230,904 221,742
CAPITAL AND RESERVES
Share capital 36 50,279 50,279 50,279 58,135
Reserves 36 150,279 159,053 180,625 163,607
TOTAL EQUITY 200,558 209,332 230,904 221,742

The accompanying notes form part of the Historical Financial Information.
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APPENDIX 1

ACCOUNTANTS’ REPORT

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(Expressed in US dollar)

Attributable to equity shareholders of the Company

Fair value
PRC reserve Non-
Share Other  statutory Exchange  (nom-  Retained controlling  Total
Note  capital ~ reserve  reserve  reserve recycling)  profits Total interests  equity

USD’000  USD’000  USD’000  USD'000  USD’000  USD’000  USD’000  USD’000  USD’000
Balance at January 1,
2018 50,279 - 17,730 2,967 (182) 101,668 172,462 17472 189,934
Changes in equity for
2018:
Loss for the year - - - - - (14,084)  (14,084) 627 (13,457)
Other comprehensive
income 10 - - - (4,057) (19) - (4,076) (786) (4,862)
Total comprehensive
income - - - (4,057) (19) (14,084)  (18,160) (159) (18,319
Appropriation of
reserve 36(d)(ii) - - 2,693 - - (2,693) - - -
Appropriation of
dividends 36(b) - - - - - (4,500)  (4,500) - (4,500
Balance at
December 31, 2018 50,279 - 20,423 (1,090) (201) 80,391 149,802 17313 167,115

The accompanying notes form part of the Historical Financial Information.
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APPENDIX 1

ACCOUNTANTS’ REPORT

Attributable to equity shareholders of the Company

Fair value
PRC reserve Non-
Share Other  statutory Exchange  (non-  Retained controlling  Total
Note  capital ~ reserve  reserve  reserve recycling)  profits Total interests  equity

USD’000  USD’000  USD’000  USD’000  USD’000  USD’000  USD'000  USD’000  USD’000
Balance at
December 31, 2018
and January 1, 2019 50,279 - 20,423 (1,090) (201) 80,391 149,802 17,313 167,115
Changes in equity for
2019:
Profit for the year - - - - - 33,976 33,976 2,106 36,082
Other comprehensive
income 10 - - - (1,561) (86) - (1,647) 303 (1,344)
Total comprehensive
income - - - (1,561) (86) 33,976 32,329 2,409 34,738
Appropriation of
reserve 36(d)(ii) - - 4,075 - - (4,075) - - -
Disposal of a
subsidiary 25(g) - - - - - - - (1,015) (1,015)
Balance at
December 31, 2019 50,279 - 24,498 (2,651) (287) 110,292 182,131 18,707 200,838

The accompanying notes form part of the Historical Financial Information.
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APPENDIX 1 ACCOUNTANTS’ REPORT

Attributable to equity shareholders of the Company

Fair value
PRC reserve Non-
Share Other  statutory Exchange  (non-  Retained controlling  Total
Note  capital ~ reserve  reserve  reserve recycling)  profits Total interests  equity

USD’000  USD’000  USD’000  USD’000  USD’000  USD’000  USD’000  USD’000  USD’000

Balance at
December 31, 2019
and January 1, 2020 50,279 - 24,498 (2,651) (287) 110,292 182,131 18,707 200,838

Changes in equity for

2020:

Profit for the year - - - - - 44,359 44,359 4,029 48,388
Other comprehensive

income 10 - - - 15,901 (39 - 15,862 1,550 17412

Total comprehensive

income - - - 15,901 (39) 44359 60,221 5579 65,800

Appropriation of

reserve 36(d)(ii) - - 3,929 - - (3,929) - - -

Appropriation of

dividends 36(b) - - - - - (3,691)  (3,691) - (3,691)

Equity settled
share-based

transactions 35 - 21,077 - - - - 21,077 - 21,077
Balance at
December 31, 2020 50,279 21,077 28,427 13,250 (326) 147,031 259,738 24,286 284,024

The accompanying notes form part of the Historical Financial Information.
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APPENDIX 1 ACCOUNTANTS’ REPORT

Attributable to equity shareholders of the Company

Fair value
PRC reserve Non-
Share Other  statutory Exchange  (non-  Retained controlling  Total
Note  capital ~ reserve  reserve  reserve recycling)  profits Total interests  equity

USD’000  USD’000  USD’000  USD’000  USD’000  USD’000  USD’000  USD’000  USD’000

Balance at
December 31, 2020
and January 1, 2021 50,279 21,077 28,4217 13,250 (326) 147,031 259,738 24286 284,024

Changes in equity for

the six months ended

June 30, 2021:

Profit for the

six-month period - - - - - 86,062 86,002 5,177 91,239
Other comprehensive

income 10 - - - 772 (25) - 47 46 793

Total comprehensive

income - - - 172 (25) 86,062 86,809 5,223 92,032
Appropriation of

dividends 36(b) - - - - - (15,000) (15,000 - (15,000)
Issuance of ordinary

shares 36(c) 7,856 - - - - - 7.856 - 7,856

Acquisition of
non-controlling

interests (481) - - . - (481) (27945  (28.426)

Disposal of a

subsidiary 25(g) - - - - - - (1,564) (1,564)

Balance at June 30,

2021 58,135 20,596 28,427 14,022 218,093 338,922 - 338922

—_
[9%)
wn
—_—

—

The accompanying notes form part of the Historical Financial Information.
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APPENDIX I ACCOUNTANTS’ REPORT
Attributable to equity shareholders of the Company
Fair value
PRC reserve Non-
Share Other  statutory Exchange  (non-  Retained controlling  Total
Note  capital ~ reserve  reserve  reserve recycling)  profits Total interests  equity

USD’000  USD’000  USD’000  USD’000  USD’000  USD’000  USD'000  USD’000  USD’000
(Unaudited)
Balance at
December 31, 2019
and January 1, 2020 50,279 - 24,498 (2,651) (287) 110,292 182,131 18,707 200,838
Changes in equity
the six months ended
June 30, 2020:
Profit for the
six-month period - - - - - 18,062 18,062 2,429 20,491
Other comprehensive
income 10 - - - (5,426) (20) - (5,446) (235) (5,681)
Total comprehensive
income - - - (5,426) (20) 18,062 12,616 2,194 14,810
Balance at June 30,
2020 50,279 - 24,498 (8,077) (307) 128,354 194,747 20,901 215,648

The accompanying notes form part of the Historical Financial Information.
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APPENDIX 1 ACCOUNTANTS’ REPORT

CONSOLIDATED CASH FLOW STATEMENTS
(Expressed in US dollar)

Six months ended

Year ended December 31, June 30,
Note 2018 2019 2020 2020 2021
UsSD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)

Operating activities
Cash generated from
operations 25(c) 15,749 49,638 144,846 74,488 96,509
Tax paid 30(a) (7,606) (10,061) (11,117) (8,231) (7,407)
Net cash generated from
operating activities 8,143 39,577 133,729 66,257 89,102
Investing activities
Payment for the acquisition of
properties, plants and
equipment (26,292) (25,591) (31,557)  (15,778) (36,103)
Proceeds from disposal of
properties, plants and
equipment 477 341 542 271 86
Proceeds from disposal of
financial assets measured at
fair value through
profit or loss 56,602 143,707 144,091 71,964 125,480
Payment for acquisition of
financial assets measured at
fair value through
profit or loss (53,977) (141,917) (133,541) (66,771)  (123,263)
Acquisition of subsidiaries, net 25(f) - (3,330) - - -
Disposal of subsidiaries, net 25(g) - (291) - - 32,740
Disposal of associate, net - - - - 1,287
Dividends received 1,003 1,018 4,167 — -
Interest received 247 605 638 239 460
Net cash (used in)/generated
from investing activities (21,940) (25,458) (15,660)  (10,075) 687

The accompanying notes form part of the Historical Financial Information.
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ACCOUNTANTS’ REPORT

Financing activities
Capital element of lease
rental paid

Interest element of lease
rental paid

Proceeds from new bank
loans

Repayment of bank loans
Interest paid
(Increase)/decrease in
pledged deposits for
banking facilities
Acquisition of non-
controlling interests
Proceeds from issuance of
ordinary shares
Dividends paid to equity
shareholders of the
Company

Net cash generated
from/(used in) financing
activities

Net increase in cash and
cash equivalents

Cash and cash
equivalents at the
beginning of the
year/period

Effect of foreign exchange

rate changes

Cash and cash
equivalents at the end of
the year/period

Significant non-cash
investing and financing
activities

Net settlement of amounts
due from and due to
related parties

Note

25(d)
25(d)

25(d)
25(d)
25(d)

36(c)

36(b)

25(a)

25(a)

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)

(1,654) (2,272) (2,517) (1,076) (1,826)
(622) 611) (603) (301) (120)
618,788 587,314 604,400 310,943 288,269

(549,087)  (557,388)  (638,445)  (318,695)  (223,546)
(21,103)  (19,976)  (15,552) (5,738)  (10,419)

(11,304) 501 2,284 (3,241)  (35,874)
- - - - (28,426)
- - - - 7,856
- - - - (15,000)
35,018 7,568 (50,433)  (18,108)  (19,086)
21,221 21,687 67,636 38,074 70,703
54,798 73,266 94,064 94,064 166,937
(2,753) (889) 5,237 (1,775) 942
73,266 94,064 166,937 130,363 238,582
4,500 3,691 - - 6,074

The accompanying notes form part of the Historical Financial Information.
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APPENDIX 1 ACCOUNTANTS’ REPORT

NOTES TO THE HISTORICAL FINANCIAL INFORMATION
1 Basis of preparation and presentation of Historical Financial Information

Chervon Holdings Limited (the “Company”) was incorporated in Hong Kong on February 19, 1999
as a limited liability company with its registered office at Unit 04, 22/F, Saxon Tower, 7 Cheung Shun
Street, Lai Chi Kok, Kln, Hong Kong.

The Company is an investment holding company. The Company and its subsidiaries (together, “the
Group”) are principally engaged in researching, developing, manufacturing, testing, sales, and after-sale
services for power tools, outdoor power equipment and related products. The information of the principal
subsidiaries is set out in Note 16.

The Historical Financial Information has been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”) which collective term includes all applicable individual Hong
Kong Financial Reporting Standards, Hong Kong Accounting Standards and Interpretations issued by the
HKICPA. Further details of the significant accounting policies adopted are set out in Note 2.

The HKICPA has issued a number of new and revised HKFRSs. For the purpose of preparing this
Historical Financial Information, the Group has adopted all applicable new and revised HKFRSs to the
Relevant Periods. The accounting policies set out in Note 2 have been applied consistently throughout the
Relevant Periods and the Group has not adopted any new standards or interpretations that are effective for
the accounting year beginning on or after January 1, 2021. The revised and new accounting standards and
interpretations issued which effective for the accounting years beginning on or after January 1, 2021 and
not yet adopted by the Group are set out in Note 42.

The Historical Financial Information also complies with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”).

The accounting policies set out below have been applied consistently to all periods presented in the
Historical Financial Information.

The Stub Period Corresponding Financial Information has been prepared in accordance with the
same basis of preparation and presentation adopted in respect of the Historical Financial Information.

2 Significant accounting policies
(a) Basis of measurement

The Historical Financial Information is presented in USD, rounded to the nearest thousand,
unless otherwise indicated.

The measurement basis used in the preparation of the Historical Financial Information is the

historical cost basis except that the following assets and liabilities are stated at their fair value as
explained in the accounting policies as set out below.
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(b) Use of estimates and judgements

The preparation of financial statements in conformity with HKFRSs requires management to
make judgements, estimates and assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates and associated assumptions are
based on historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent from other sources. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized 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.

Judgements made by management in the application of HKFRSs that have significant effect on
the financial statements and major sources of estimation uncertainty are discussed in Note 3.

(¢) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is
exposed, or has rights, to variable returns from its involvement with the entity and has the ability to
affect those returns through its power over the entity. When assessing whether the Group has power,
only substantive rights (held by the Group and other parties) are considered.

An investment in a subsidiary is consolidated into the Historical Financial Information from the
date that control commences until the date that control ceases. Intra-group balances and transactions
and cash flows and any unrealized profits arising from intra-group transactions are eliminated in full
in preparing the Historical Financial Information. Unrealized losses resulting from intra-group
transactions are eliminated in the same way as unrealized gains but only to the extent that there is
no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary not attributable directly or
indirectly to the Company, and in respect of which the Group has not agreed any additional terms
with the holders of those interests which would result in the Group as a whole having a contractual
obligation in respect of those interests that meets the definition of a financial liability. For each
business combination, the Group can elect to measure any non-controlling interests either at fair
value or at the non-controlling interests’ proportionate share of the subsidiary’s net identifiable
assets.

Non-controlling interests are presented in the consolidated statement of financial position
within equity, separately from equity attributable to the equity shareholders of the Company.
Non-controlling interests in the results of the Group are presented on the face of the consolidated
statement of profit or loss and the consolidated statement of profit or loss and other comprehensive
income as an allocation of the total profit or loss and total comprehensive income for the year
between non-controlling interests and the equity shareholders of the Company. Loans from holders
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of non-controlling interests and other contractual obligations towards these holders are presented as
financial liabilities in the consolidated statement of financial position in accordance with Notes 2(q)
or (r) depending on the nature of the liability.

Changes in the Group’s interests in a subsidiary that do not result in a loss of control are
accounted for as equity transactions, whereby adjustments are made to the amounts of controlling
and non-controlling interests within consolidated equity to reflect the change in relative interests, but
no adjustments are made to goodwill and no gain or loss is recognized.

When the Group loses control of a subsidiary, it is accounted for as a disposal of the entire
interest in that subsidiary, with a resulting gain or loss being recognized in profit or loss. Any interest
retained in that former subsidiary at the date when control is lost is recognized at fair value and this
amount is regarded as the fair value on initial recognition of a financial asset or, when appropriate,
the cost on initial recognition of an investment in an associate or joint venture.

In the Company’s statement of financial position, an investment in a subsidiary is stated at cost
less impairment losses (see Note 2(I)(ii)), unless the investment is classified as held for sale (or
included in a disposal group that is classified as held for sale).

(d) Associates and a joint venture

An associate is an entity in which the Group has significant influence, but not control or joint
control, over its management, including participation in the financial and operating policy decisions.

A joint venture is an arrangement whereby the Group and other parties contractually agree to
share control of the arrangement and have rights to the net assets of the arrangement.

An investment in an associate or a joint venture is accounted for in the Historical Financial
Information under the equity method, unless it is classified as held for sale (or included in a disposal
group that is classified as held for sale). Under the equity method, the investment is initially recorded
at cost, adjusted for any excess of the Group’s share of the acquisition-date fair values of the
investee’s identifiable net assets over the cost of the investment (if any). The cost of the investment
includes purchase price, other costs directly attributable to the acquisition of the investment, and any
direct investment into the associate or joint venture that forms part of the Group’s equity investment.
Thereafter, the investment is adjusted for the post acquisition change in the Group’s share of the
investee’s net assets and any impairment loss relating to the investment (see Note 2(1)(ii)). Any the
Group’s share of the post-acquisition, post-tax results of the investees and any impairment losses for
the year are recognized in the consolidated statements of profit or loss, whereas the Group’s share
of the post-acquisition post-tax items of the investees’ other comprehensive income is recognized in
the consolidated statements of profit or loss and other comprehensive income.

When the Group’s share of losses exceeds its interest in the associate or the joint venture, the
Group’s interest is reduced to nil and recognition of further losses is discontinued except to the
extent that the Group has incurred legal or constructive obligations or made payments on behalf of
the investee. For this purpose, the Group’s interest is the carrying amount of the investment under
the equity method together with any other long-term interests that in substance form part of the
Group’s net investment in the associate or the joint venture.
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Unrealized profits and losses resulting from transactions between the Group and the associates
or the joint venture are eliminated to the extent of the Group’s interest in the investee, except where
unrealized losses provide evidence of an impairment of the asset transferred, in which case they are
recognized immediately in profit or loss.

When the Group ceases to have significant influence over an associate or joint control over a
joint venture, it is accounted for as a disposal of the entire interest in that investee, with a resulting
gain or loss being recognized in profit or loss. Any interest retained in that former investee at the
date when significant influence or joint control is lost is recognized at fair value and this amount is
regarded as the fair value on initial recognition of a financial asset (see Note 2(f)).

In the company’s statement of financial position, investments in associates and joint venture
are stated at cost less impairment losses (see Note 2(1)(ii)), unless classified as held for sale (or
included in a disposal group that is classified as held for sale).

(e) Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The consideration
transferred is measured at the acquisition date fair value which is the sum of the acquisition date fair
values of assets transferred by the Group, liabilities assumed by the Group to the former owners of
the acquiree and the equity interests issued by the Group in exchange for control of the acquiree. For
each business combination, the Group elects whether to measure the non-controlling interests in the
acquiree that are present ownership interests and entitle their holders to a proportionate share of net
assets in the event of liquidation at fair value or at the proportionate share of the acquiree’s
identifiable net assets. All other components of non-controlling interests are measured at fair value.
Acquisition-related costs are expensed as incurred.

The Group determines that it has acquired a business when the acquired set of activities and
assets includes an input and a substantive process that together significantly contribute to the ability
to create outputs.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the previously held equity interest is
remeasured at its acquisition date fair value and any resulting gain or loss is recognised in profit or
loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the
acquisition date. Contingent consideration classified as an asset or liability is measured at fair value
with changes in fair value recognised in profit or loss. Contingent consideration that is classified as
equity is not remeasured and subsequent settlement is accounted for within equity.
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Goodwill represents the excess of

(i) the aggregate of the fair value of the consideration transferred, the amount of any
non-controlling interest in the acquiree and the fair value of the Group’s previously held
equity interest in the acquiree; over

(ii) the net fair value of the acquiree’s identifiable assets and liabilities measured as at the
acquisition date.

When (ii) is greater than (i), then this excess is recognized immediately in profit or loss as a
gain on a bargain purchase.

Goodwill is stated at cost less accumulated impairment losses. Goodwill arising on a business
combination is allocated to each cash-generating unit, or groups of cash generating units, that is
expected to benefit from the synergies of the combination and is tested annually for impairment (see
Note 2(1)(ii)).

On disposal of a cash generating unit during the year, any attributable amount of purchased
goodwill is included in the calculation of the profit or loss on disposal.

(f) Other investments in debt and equity securities

The Group’s policies for investments in debt and equity securities, other than investments in
subsidiaries, associates and a joint venture, are set out below.

Investments in debt and equity securities are recognized/derecognized on the date the Group
commits to purchase/sell the investment. The investments are initially stated at fair value plus
directly attributable transaction costs, except for those investments measured at fair value through
profit or loss (FVPL) for which transaction costs are recognized directly in profit or loss. For an
explanation of how the Group determines fair value of financial instruments, see Note 37(e). These
investments are subsequently accounted for as follows, depending on their classification.

(i) Investments other than equity investments

Non-equity investments held by the Group are classified into one of the following
measurement categories:

- amortized cost, if the investment is held for the collection of contractual cash flows
which represent solely payments of principal and interest. Interest income from the
investment is calculated using the effective interest method (see Note 2(v)(iii)).

- fair value at profit or loss (FVPL) if the investment does not meet the criteria for
being measured at amortized cost or fair value through other comprehensive income
(FVOCI) (recycling). Changes in the fair value of the investment (including
interest) are recognized in profit or loss.
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(ii) Equity investments

An investment in equity securities is classified as FVPL unless the equity investment is
not held for trading purposes and on initial recognition of the investment the Group makes an
irrevocable election to designate the investment at FVOCI (non-recycling) such that subsequent
changes in fair value are recognized in other comprehensive income. Such elections are made
on an instrument-by-instrument basis but may only be made if the investment meets the
definition of equity from the issuer’s perspective. Where such an election is made, the amount
accumulated in other comprehensive income remains in the fair value reserve (non-recycling)
until the investment is disposed of. At the time of disposal, the amount accumulated in the fair
value reserve (non-recycling) is transferred to retained earnings. It is not recycled through
profit or loss. Dividends from an investment in equity securities, irrespective of whether
classified as at FVPL or FVOCI, are recognized in profit or loss as other income in accordance
with the policy set out in Note 2(v)(v).

(g) Derivative financial instruments

Derivative financial instruments are recognised at fair value. At the end of each reporting
period the fair value is remeasured. The gain or loss on remeasurement to fair value is recognised
immediately in profit or loss, except where the derivatives qualify for cash flow hedge accounting
or hedges of net investment in a foreign operation, in which case recognition of any resultant gain
or loss depends on the nature of the item being hedged.

(h) Investment property

Investment properties are buildings which are owned or held under a leasehold interest to earn
rental income and/or for capital appreciation.

Investment properties are stated at cost less accumulated depreciation and impairment losses.
Any gain or loss arising from the retirement or disposal of an investment property is recognized in
profit or loss. Rental income from investment properties is accounted for as described in Note

2(v)(ii).

Transfers to investment properties shall be made when there is a change in use, evidenced by
end of owner-occupation, for a transfer from owner-occupied property to investment property. Since
the Group uses the cost model, transfers between investment properties and owner-occupied
properties do not change the carrying amount of the property transferred and they do not change the
cost of that properties for measurement or disclosure purposes.

Depreciation is calculated to write off the cost of investment property, less their estimated
residual value, if any, using the straight-line method over their estimated useful lives.

Estimated useful life

Plant and buildings 20 years
Leasehold land over the period of leases
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(i)  Property, plant and equipment

Property, plant and equipment are stated at cost (which is, in the case of assets acquired in a
business combination, the acquisition date fair value). Items of property, plant and equipment are
stated at cost less accumulated depreciation and impairment losses (see Note 2(I)(ii)).

The cost of self-constructed items of property, plant and equipment includes the cost of
materials, direct labour, the initial estimate, where relevant, of the costs of dismantling and removing
the items and restoring the site on which they are located, and an appropriate proportion of overheads
and borrowing costs (see Note 2(y)).

Gains or losses arising from the retirement or disposal of an item of property, plant and
equipment are determined as the difference between the estimated net disposal proceeds and the
carrying amount of the item and are recognized in profit or loss on the date of retirement or disposal.

Depreciation is calculated to write off the cost of property, plant and equipment, less their
estimated residual value, if any, using the straight line method over their estimated useful lives as

follows:
Estimated useful life
Leasehold land (see Note 2(k)) over the period of leases
Plant and buildings 20 years or remaining lease terms
Machinery and equipment 5-10 years
Furniture, fixtures and office equipment 3-5 years
Motor vehicles 5-10 years

Where parts of an item of property, plant and equipment have different useful lives, the cost
is allocated on a reasonable basis between the parts and each part is depreciated separately. Both the
useful life of an asset and its residual value, if any, are reviewed annually.

Construction in progress represents properties under construction and machinery and
equipment pending installation and is stated at cost (which is, in the case of assets acquired in a
business combination, the acquisition date fair value) less impairment losses (see Note 2(1)(ii)). Cost
comprises the purchase costs of the asset and the related construction and installation costs.

Construction in progress is transferred to property, plant and equipment when the asset is
substantially ready for its intended use and depreciation will be provided at the appropriate rates in

accordance with the depreciation polices specified above.

No depreciation is provided in respect of construction in progress.
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(j) Intangible assets (other than goodwill)

Expenditure on research activities is recognized as an expense in the period in which it is
incurred. Expenditure on development activities is capitalized if the product or process is technically
and commercially feasible and the Group has sufficient resources and the intention to complete
development. The expenditure capitalized includes the costs of materials, direct labour, and an
appropriate proportion of overheads. Other development expenditure is recognized as an expense in
the period in which it is incurred.

Intangible assets that are acquired through business combination are stated at cost (the
acquisition date fair value) less accumulated amortization (where the estimated useful life is finite)
and impairment losses (see Note 2(I)(ii)).

Amortization of intangible assets with finite useful lives is charged to profit or loss on a
straight-line basis over the assets’ estimated useful lives. The following intangible assets with finite
useful lives are amortized from the date they are available for use and their estimated useful lives
are as follows:

Estimated useful life

Patents 10 years
Trademarks 10 years

The patents and trademark of the Group is associated with different products arising from the
combination and acquisition from a third party. The useful lives of patents and trademark are
estimated based on the remaining period of economic benefits to be derived from the respective
products to be produced relying on the acquired patents and product trademark.

The Group estimates the period of economic benefits to be derived from the respective products
based on the expected time period required from its discovery to commercialization and other
factors, including the patent protection period, the historical life of similar products, the
characteristics of such technologies, their update frequency and market requirement and competition.
Based on such assessment, the Group considers that the expected economic useful lives of the patents
and trademark held by the Group are 10 years.

Both the period and method of amortization are reviewed annually.
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(k) Leased assets

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

(i) As a lessee

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

At the lease commencement date, the Group recognizes a right-of-use asset and a lease
liability, except for short-term leases that have a lease term of 12 months or less and leases of
low-value assets. When the Group enters into a lease in respect of a low-value asset, the Group
decides whether to capitalize the lease on a lease-by-lease basis. The lease payments associated
with those leases which are not capitalized are recognized as an expense on a systematic basis
over the lease term.

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

The right-of-use asset recognized when a lease is capitalized is initially measured at cost,
which comprises the initial amount of the lease liability plus any lease payments made at or
before the commencement date, and any initial direct costs incurred. Where applicable, the cost
of the right-of-use assets also includes an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site on which it is located, discounted
to their present value, less any lease incentives received. The right-of-use asset is subsequently
stated at cost less accumulated depreciation and impairment losses (see Notes 2(i) and 2(I)(ii)).

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

The Group presents “right-of-use assets” and presents “lease liabilities” separately in the
consolidated statement of financial position.
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(ii) As a lessor

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

When a contract contains lease and non-lease components, the Group allocates the
consideration in the contract to each component on a relative stand-alone selling price basis.
The rental income from operating leases is recognized in accordance with Note 2(v)(ii).

() Credit losses and impairment of assets
(i) Credit losses from financial instruments

The Group recognizes a loss allowance for expected credit losses (ECLs) on financial
assets measured at amortized cost (including cash and cash equivalents, trade and other
receivables and loans to related parties and third parties).

Financial assets measured at fair value are not subject to the ECL assessment.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are
measured as the present value of all expected cash shortfalls (i.e. the difference between
the cash flows due to the Group in accordance with the contract and the cash flows that

the Group expects to receive).

The expected cash shortfalls are discounted using the following discount rates
where the effect of discounting is material:

- fixed-rate financial assets and trade and other receivables: effective interest
rate determined at initial recognition or an approximation thereof; and

- variable-rate financial assets: current effective interest rate.

The maximum period considered when estimating ECLs is the maximum
contractual period over which the Group is exposed to credit risk.

In measuring ECLs, the Group takes into account reasonable and supportable
information that is available without undue cost or effort. This includes information about
past events, current conditions and forecasts of future economic conditions.

ECLs are measured on either of the following bases:

- 12-month ECLs: these are losses that are expected to result from possible
default events within the 12 months after the reporting date; and
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- lifetime ECLs: these are losses that are expected to result from all possible
default events over the expected lives of the items to which the ECL model
applies.

Loss allowances for trade and other receivables are always measured at an amount
equal to lifetime ECLs. ECLs on these financial assets are estimated using a provision
matrix based on the Group’s historical credit loss experience, adjusted for factors that are
specific to the debtors and an assessment of both the current and forecast general
economic conditions at the reporting date.

For all other financial instruments, the Group recognizes a loss allowance equal to
12-month ECLs unless there has been a significant increase in credit risk of the financial
instrument since initial recognition, in which case the loss allowance is measured at an
amount equal to lifetime ECLs.

Significant increases in credit risk

In assessing whether the credit risk of a financial instrument has increased
significantly since initial recognition, the Group compares the risk of default occurring
on the financial instrument assessed at the reporting date with that assessed at the date of
initial recognition. In making this reassessment, the Group considers that a default event
occurs when (i) the debtor is unlikely to pay its credit obligations to the Group in full,
without recourse by the Group to actions such as realizing security (if any is held); or (ii)
the financial asset is twelve months past due. 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:

- failure to make payments of principal or interest on their contractually due
dates;

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

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

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

Depending on the nature of the financial instruments, the assessment of a significant
increase in credit risk is performed on either an individual basis or a collective basis.
When the assessment is performed on a collective basis, the financial instruments are
grouped based on shared credit risk characteristics, such as past due status and credit risk
ratings.
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ECLs are remeasured at each reporting date to reflect changes in the financial
instrument’s credit risk since initial recognition. Any change in the ECL amount is
recognized as an impairment gain or loss in profit or loss. The Group recognizes an
impairment gain or loss for all financial instruments with a corresponding adjustment to
their carrying amount through a loss allowance account.

Basis of calculation of interest income

Interest income recognized in accordance with Note 2(v)(iii) is calculated based on
the gross carrying amount of the financial asset unless the financial asset is credit-
impaired, in which case interest income is calculated based on the amortized cost (i.e. the
gross carrying amount less loss allowance) of the financial asset.

At each reporting date, the Group assesses whether a financial asset is credit-
impaired. A financial asset is credit-impaired when one or more events that have a
detrimental impact on the estimated future cash flows of the financial asset have
occurred.

Evidence that a financial asset is credit-impaired includes the following observable
events:

— significant financial difficulties of the debtor;

- a breach of contract, such as a default or delinquency in interest or principal
payments;

- it becoming probable that the borrower will enter into bankruptcy or other
financial reorganization;

- significant changes in the technological, market, economic or legal
environment that have an adverse effect on the debtor; or

- the disappearance of an active market for a security because of financial
difficulties of the issuer.

Write-off policy

The gross carrying amount of a financial asset is written off (either partially or in
full) to the extent that there is no realistic prospect of recovery. This is generally the case
when the Group determines that the debtor does not have assets or sources of income that

could generate sufficient cash flows to repay the amounts subject to the write-off.

Subsequent recoveries of an asset that was previously written off are recognized as
a reversal of impairment in profit or loss in the period in which the recovery occurs.
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(ii) Impairment of other non-current assets

Internal and external sources of information are reviewed at the end of each reporting
period to identify indications that the following assets may be impaired or, except in the case
of goodwill, an impairment loss previously recognized no longer exists or may have decreased:

properties, plants and equipment, including right-of-use assets;
- investment properties;

- intangible assets;

- interest in associates and interest in a joint venture; and

- interest in subsidiaries and interest in a joint venture in the Company’s statement of
financial position.

If any such indication exists, the asset’s recoverable amount is estimated. In addition, for
goodwill, the recoverable amount is estimated annually whether or not there is any indication
of impairment:

- Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs to sell
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. Where an asset
does not generate cash inflows largely independent of those from other assets, the
recoverable amount is determined for the smallest group of assets that generates cash
inflows independently (i.e. a cash-generating unit).

- Recognition of impairment losses

An impairment loss is recognized in profit or loss if the carrying amount of an asset,
or the cash-generating unit to which it belongs, exceeds its recoverable amount.
Impairment losses recognized in respect of cash-generating units are allocated first to
reduce the carrying amount of any goodwill allocated to the cash-generating unit (or
group of units) and then, to reduce the carrying amount of the other assets in the unit (or
group of units) on a pro rata basis, except that the carrying value of an asset will not be
reduced below its individual fair value less costs to sell, or value in use (if determinable).

- Reversals of impairment losses
In respect of assets other than goodwill, an impairment loss is reversed if there has

been a favourable change in the estimates used to determine the recoverable amount. An
impairment loss in respect of goodwill is not reversed.
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A reversal of an impairment loss is limited to the asset’s carrying amount that would
have been determined had no impairment loss been recognized in prior years. Reversals
of impairment losses are credited to profit or loss in the year in which the reversals are
recognized.

(m) Inventories

Inventories are assets which are held for sale in the ordinary course of business, in the process
of production for such sale or in the form of materials or supplies to be consumed in the production
process or in the rendering of services.

Inventories are carried at the lower of cost and net realizable value.

Cost is calculated using the weighted average cost formula and comprises all costs of purchase,
costs of conversion and other costs incurred in bringing the inventories to their present location and
condition. In the case of work in progress, costs include direct labour and appropriate share of
overheads based on normal operating capacity.

Net realizable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognized as an
expense in the period in which the related revenue is recognized.

The amount of any write-down of inventories to net realizable value and all losses of
inventories are recognized as an expense in the period the write-down or loss occurs. The amount
of any reversal of any write-down of inventories is recognized as a reduction in the amount of
inventories recognized as an expense in the period in which the reversal occurs.

(n) Contract liabilities

A contract liability is recognized when the customer pays consideration before the Group
recognizes the related revenue (see Note 2(v)). A contract liability would also be recognized if the
Group has an unconditional right to receive consideration before the Group recognizes the related
revenue. In such cases, a corresponding receivable would also be recognized (see Note 2(0)).
(o) Trade and other receivables

A receivable is recognized when the Group has an unconditional right to receive consideration.
A right to receive consideration is unconditional if only the passage of time is required before

payment of that consideration is due.

Receivables are stated at amortized cost using the effective interest method less allowance for
credit losses (see Note 2(1)(1)).
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(p) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and
other financial institutions, and short-term, highly liquid investments that are readily convertible into
known amounts of cash and which are subject to an insignificant risk of changes in value, having
been within six months of maturity at acquisition. Cash and cash equivalents are assessed for
expected credit losses (ECL) in accordance with the policy set out in Note 2(1)(i).

(q) Interest-bearing borrowings

Interest-bearing borrowings are measured initially at fair value less transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortized cost using the
effective interest method. Interest expense is recognized in accordance with the Group’s accounting
policy for borrowing costs (see Note 2(y)).

(r) Trade and other payables

Trade and other payables are initially recognized at fair value and are subsequently stated at
amortized cost unless the effect of discounting would be immaterial, in which case they are stated
at cost.

(s) Employee benefits
(i)  Short-term employee benefits and contributions to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions to defined contribution
retirement plans and the cost of non-monetary benefits are accrued in the year in which the
associated services are rendered by employees. Where payment or settlement is deferred and
the effect would be material, these amounts are stated at their present values.

Contributions to local retirement schemes pursuant to the relevant labour rules and
regulations in the jurisdictions in which the Group’s subsidiaries located are recognized as an
expense in profit or loss as incurred, except to the extent that they are included in the cost of
inventories not yet recognized as an expense.

(ii) Termination benefits

Termination benefits are recognized at the earlier of the dates when the Group can no
longer withdraw the offer of those benefits and when the Group recognises restructuring costs
and involves the payment of termination benefits.
(iii) Defined benefit retirement plans obligation

The Group’s net obligation in respect of defined benefit retirement plans is calculated
separately for each plan by estimating the amount of future benefit that employees have earned

in return for their service in the current and prior periods; that benefit is discounted to
determine the present value. The calculation is performed by a qualified actuary using the
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projected unit credit method. When the calculation results in a benefit to the Group, the
recognized asset is limited to the present value of economic benefits available in the form of
any future refunds from the plan or reductions in future contributions to the plan.

Service cost and net interest expense (income) on the net defined benefit liability (asset)
are recognised in profit or loss and allocated by function as part of “cost of sales”, “selling and
distribution expenses” or “administrative expenses”. Current service cost is measured as the
increase in the present value of the defined benefit obligation resulting from employee service
in the current period. Net interest expense (income) for the period is determined by applying
the discount rate used to measure the defined benefit obligation at the beginning of the
reporting period to the net defined benefit liability (asset). The discount rate is the yield at the
end of the reporting period on high quality corporate bonds that have maturity dates

approximating the terms of the Group’s obligations.

When the benefits of a plan are changed, or when a plan is curtailed, current service cost
for the portion of the changed benefit related to past service by employees, or the gain or loss
on curtailment, is recognised as an expense in profit or loss at the earlier of when the plan
amendment or curtailment occurs and when related restructuring costs or termination benefits
are recognised.

Remeasurements arising from defined benefit retirement plans are recognised in other
comprehensive income and reflected immediately in retained earnings. Remeasurements
comprise actuarial gains and losses, the return on plan assets (excluding amounts included in
net interest on the net defined benefit liability (asset)) and any change in the effect of the asset
ceiling (excluding amounts included in net interest on the net defined benefit liability (asset)).

(iv) Share-based payments

The fair value of share-based payment awards granted to employees is recognized as an
employee cost with a corresponding increase in a reserve within equity. The fair value is
measured at grant date by reference to the market price or the valuer’s valuation of the
underlying shares. Where the employees have to meet vesting conditions before becoming
unconditionally entitled to the shares, the total estimated fair value of the shares is spread over
the vesting period, taking into account the probability that the shares will vest.

During the vesting period, the number of shares that is expected to vest is reviewed. Any
resulting adjustment to the cumulative fair value recognized in prior years is charged/credited
to the profit or loss for the year of the review, unless the original employee expenses qualify
for recognition as an asset, with a corresponding adjustment to the capital reserve. On vesting
date, the amount recognized as an expense is adjusted to reflect the actual number that vest
(with a corresponding adjustment to the reserve).

-1-32 -



APPENDIX 1 ACCOUNTANTS’ REPORT

(t) Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and
liabilities. Current tax and movements in deferred tax assets and liabilities are recognized in profit
or loss except to the extent that they relate to items recognized in other comprehensive income or
directly in equity, in which case the relevant amounts of tax are recognized in other comprehensive
income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at the end of each reporting period, and any adjustment to tax
payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences
respectively, being the differences between the carrying amounts of assets and liabilities for financial
reporting purposes and their tax bases. Deferred tax assets also arise from unused tax losses and
unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to
the extent that it is probable that future taxable profits will be available against which the asset can
be utilized, are recognized. Future taxable profits that may support the recognition of deferred tax
assets arising from deductible temporary differences include those that will arise from the reversal
of existing taxable temporary differences, provided those differences relate to the same taxation
authority and the same taxable entity, and are expected to reverse either in the same period as the
expected reversal of the deductible temporary difference or in periods into which a tax loss arising
from the deferred tax asset can be carried back or forward. The same criteria are adopted when
determining whether existing taxable temporary differences support the recognition of deferred tax
assets arising from unused tax losses and credits, that is, those differences are taken into account if
they relate to the same taxation authority and the same taxable entity, and are expected to reverse
in a period, or periods, in which the tax loss or credit can be utilized.

The limited exceptions to recognition of deferred tax assets and liabilities are those temporary
differences arising from the initial recognition of assets or liabilities that affect neither accounting
nor taxable profit (provided they are not part of a business combination), and temporary differences
relating to investments in subsidiaries to the extent that, in the case of taxable differences, the Group
controls the timing of the reversal and it is probable that the differences will not reverse in the
foreseeable future, or in the case of deductible differences, unless it is probable that they will reverse
in the future.

The amount of deferred tax recognized is measured based on the expected manner of realization
or settlement of the carrying amount of the assets and liabilities, using tax rates enacted or
substantively enacted at the end of each reporting period. Deferred tax assets and liabilities are not
discounted.

The carrying amount of a deferred tax asset is reviewed at the end of each reporting period and
is reduced to the extent that it is no longer probable that sufficient taxable profit will be available
to allow the related tax benefit to be utilized. Any such reduction is reversed to the extent that it
becomes probable that sufficient taxable profit will be available.
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Additional income taxes that arise from the distribution of dividends are recognized when the
liability to pay the related dividends is recognized.

Current tax balances and deferred tax balances, and movements therein, are presented
separately from each other and are not offset. Current tax assets are offset against current tax
liabilities, and deferred tax assets against deferred tax liabilities, if the Group has the legally
enforceable right to set off current tax assets against current tax liabilities and the following
additional conditions are met:

- in the case of current tax assets and liabilities, the Company or the Group intends either
to settle on a net basis, or to realize the asset and settle the liability simultaneously; or

- in the case of deferred tax assets and liabilities, if they relate to income taxes levied by
the same taxation authority on either:

- the same taxable entity; or

- different taxable entities, which, in each future period in which significant amounts
of deferred tax liabilities or assets are expected to be settled or recovered, intend to
realize the current tax assets and settle the current tax liabilities on a net basis or
realize and settle simultaneously.

(u) Provisions and contingent liabilities

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

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

(v) Revenue and other income

Income is classified by the Group as revenue when it arises from the sale of goods, the
provision of services or the use by others of the Group’s assets under leases in the ordinary course
of the Group’s business.

Revenue is recognized when control over a product or service is transferred to the customer,
or the lessee has the right to use the asset, at the amount of promised consideration to which the
Group is expected to be entitled, excluding those amounts collected on behalf of third parties.
Revenue excludes value added tax or other sales taxes and is after deduction of any trade discounts.
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Where the contract contains a financing component which provides a significant financing
benefit to the customer for more than 12 months, revenue is measured at the present value of the
amount receivable, discounted using the discount rate that would be reflected in a separate financing
transaction with the customer, and interest income is accrued separately under the effective interest
method. Where the contract contains a financing component which provides a significant financing
benefit to the Group, revenue recognized under that contract includes the interest expense accreted
on the contract liability under the effective interest method. The Group takes advantage of the
practical expedient in paragraph 63 of HKFRS 15 and does not adjust the consideration for any
effects of a significant financing component if the period of financing is 12 months or less.

Further details of the Group’s revenue and other income recognition policies are as follows:
(i) Sale of goods

Revenue is recognized when the customer takes possession of and accepts the products.
If the products are a partial fulfilment of a contract covering other goods, then the amount of
revenue recognized is an appropriate proportion of the total transaction price under the
contract, allocated between all the goods promised under the contract on a relative stand-alone
selling price basis.

For a sale of goods with a right of return/exchange for dissimilar products, the Group
recognizes all of the following:

(a) revenue for the transferred products in the amount of consideration to which the
Group expects to be entitled (therefore, revenue would not be recognized for the
products expected to be returned/exchanged);

(b) a refund liability (see Note 2(w)); and

(c) an asset (and corresponding adjustment to cost of sales) for its right to recover
products from customers and are presented as right to returned goods asset.

(ii) Rental income from operating leases

Rental income receivable under operating leases is recognized in profit or loss in equal
instalments over the periods covered by the lease term, except where an alternative basis is
more representative of the pattern of benefits to be derived from the use of the leased asset.
Lease incentives granted are recognized in profit or loss as an integral part of the aggregate net
lease payments receivable.

(iii) Interest income

Interest income is recognised as it accrues under the effective interest method using the
rate that exactly discounts estimated future cash receipts through the expected life of the
financial asset to the gross carrying amount of the financial asset. For financial assets measured
at amortised cost or FOCI (recycling) that are not credit-impaired, the effective interest rate is
applied to the gross carrying amount of the asset. For credit-impaired financial assets, the
effective interest rate is applied to the amortised cost (i.e. gross carrying amount net of loss
allowance) of the asset.

-1-35 -



APPENDIX 1 ACCOUNTANTS’ REPORT

(iv) Government grants

Government grants are recognized in the statement of financial position initially when
there is reasonable assurance that they will be received and that the Group will comply with
the conditions attaching to them. Grants that compensate the Group for expenses incurred are
recognized as income in profit or loss on a systematic basis in the same periods in which the
expenses are incurred. Grants that compensate the Group for the cost of an asset are presented
in the consolidated statements of financial position by setting up the grant as deferred income
and consequently are effectively recognized in profit or loss on a systematic basis over the
useful life of the asset.

(v) Dividends

Dividend income is recognized when the shareholder’s right to receive payment is
established.

(w) Refund liabilities

A refund liability is the obligation to refund some or all of the consideration received (or
receivable) from the customer and is measured at the amount the Group ultimately expects it will
have to return to the customer. The Group updates its estimates of refund liabilities (and the
corresponding change in the transaction price) at the end of each reporting period.

(x) Translation of foreign currencies

Foreign currency transactions during the Relevant Periods are translated at the foreign
exchange rates ruling at the transaction dates. Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling at the end of the reporting period.
Exchange gains and losses are recognized in profit or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the foreign exchange rates ruling at the transaction dates. The
transaction date is the date on which the Company initially recognizes such non-monetary assets or
liabilities. Non-monetary assets and liabilities denominated in foreign currencies that are stated at
fair value are translated using the foreign exchange rates ruling at the dates the fair value was
measured.

The results of foreign operations are translated into USD at the exchange rates approximating
the foreign exchange rates ruling at the dates of the transactions. The resulting exchange differences
are recognized in other comprehensive income and accumulated separately in equity in the exchange
reserve.
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(v) Borrowing costs

Borrowing costs that directly attributable to the acquisition, construction or production of an

asset which necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalized as part of the cost of that asset. Other borrowing costs are expensed in the period in which
they are incurred.

The capitalization of borrowing costs as part of the cost of a qualifying asset commences when

expenditure for the asset is being incurred, borrowing costs are being incurred and activities that are
necessary to prepare the asset for its intended use or sale are in progress. Capitalization of borrowing
costs is suspended or ceases when substantially all the activities necessary to prepare the qualifying

asset for its intended use or sale are interrupted or complete.

(z) Related parties

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

(1)

(i1)

(iii)

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of the Group or the Group’s parent.

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

(1)

(i1)

(iii)

(iv)

(v)

(vi)

(vii)

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

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

Both entities are joint ventures of the same third party.

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

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

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

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

(viii) The entity, or any member of a group of which it is a part, provides key management

personnel services to the Group or to the Group’s parent.

Close members of the family of a person are those family members who may be expected to

influence, or be influenced by, that person in their dealings with the entity.
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(aa) Segment reporting

Operating segments, and the amounts of each segment item reported in the financial statements,
are identified from the financial information provided regularly to the Group’s most senior executive
management for the purposes of allocating resources to, and assessing the performance of, the
Group’s various lines of business and geographical locations.

Individually material operating segments are not aggregated for financial reporting purposes
unless the segments have similar economic characteristics and are similar in respect of the nature of
products and services, the nature of production processes, the type or class of customers, the methods
used to distribute the products or provide the services, and the nature of the regulatory environment.
Operating segments which are not individually material may be aggregated if they share a majority
of these criteria.

Significant accounting judgements and estimates
Key sources of estimation uncertainty

Notes 20, 21, 23, 35, and 37(e) contains information about the assumptions and their risk
factors relating to fair value of financial assets and fair value of shares granted. Other key sources
of estimation uncertainty are as follows:

(a) Net realizable value of inventories

Net realizable value of inventories is the estimated selling price in the ordinary course of
business less estimated costs of completion and the estimated costs necessary to make the sale.
These estimates are based on the current market conditions and the historical experience of
selling products with similar nature. Any change in the assumptions would increase or decrease
the amount of inventories write-down or the related reversals of write-down made in prior years
and affect the Group’s net assets value. The Group reassesses these estimates annually.

(b) Impairment of trade and other receivables

The Group estimates the amount of loss allowance for ECLs on trade and other
receivables that are measured at amortized cost based on the credit risk of the respective
financial instruments. The loss allowance amount is measured as the asset’s carrying amount
and the present value of estimated future cash flows with the consideration of expected future
credit loss of the respective financial instrument. The assessment of the credit risk of the
respective financial instrument involves high degree of estimation and uncertainty. When the
actual future cash flows are less than expected or more than expected, a material impairment
loss or a material reversal of impairment loss may arise, accordingly.

(c) Warranty provisions

The Group makes provisions under the warranties it gives on sale of its power tools and
outdoor power equipment taking into account the Group’s recent claim experience. As the
Group is continually upgrading its product designs and launching new models it is possible that
the recent claim experience is not indicative of future claims that it will receive in respect of
past sales. Any increase or decrease in the provision would affect profit or loss in future years.
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(d) Equity settled share-based transactions

The determination of the fair values of ordinary shares granted under Share Incentive

Scheme to the qualified employees of the Group involve the use of judgment and estimates. The

fair values of share options have been estimated using key judgmental assumptions set out in

note 35.

Revenue and segment reporting

(a) Revenue

The principal activities of the Group are researching, developing, manufacturing, testing, sales,

and after-sale services for power tools, outdoor power equipment and related products. Further

details regarding the Group’s principal activities are disclosed in Note 4(b).

(i) Disaggregation of revenue

Disaggregation of revenue from contracts with customers by business lines is as follows:

Revenue from contracts with
customers within the scope
of HKFRS 15
Disaggregated by major
products

— Sales of power tools

— Sales of outdoor power

equipment
— Others

Six months ended

Year ended December 31, June 30,

2018 2019 2020 2020 2021

USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)

483,370 549,680 661,081 278,887 451,066
201,410 287,971 533,691 231,451 414,041

5,918 5,927 6,130 4,021 3,690
690,698 843,578 1,200,902 514,359 868,797

The Group’s revenue from contracts with customers were recognized at point in time for

the Relevant Periods.

The Group’s customer base is diversified and two, two, two, three, two customers with

whom transactions have exceeded 10% of the Group’s revenues for the years ended December
31, 2018, 2019 and 2020 and the six months ended June 30, 2020 and 2021, respectively.
Details of concentrations of credit risk arising from the customers are set out in Note 37(a).
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(b)

(ii) Revenue expected to be recognized in the future arising from contracts with customers in
existence at the reporting date

As at December 31, 2018, 2019 and 2020 and June 30, 2021, the Group has applied the
practical expedient in paragraph 121 of HKFRS 15 to its sales contracts for goods such that
information about revenue expected to be recognized in the future is not disclosed in respect
of revenue that the Group will be entitled to when it satisfies the remaining performance
obligations under the contracts for sales of goods that had an expected duration of one year or
less.

Segment reporting

The Group manages its businesses by divisions, which are organised by a mixture of both

business lines (products and services) and geography. In a manner consistent with the way in which

information is reported internally to the Group’s most senior executive management for the purposes

of resource allocation and performance assessment, the Group has presented the following reportable

segments. No operating segments have been aggregated to form the following reportable segments.

. Power tools: sales of power tools and power tool accessories for consumer, professional
and industrial users. The products are available under the FLEX, DEVON SKIL and
X-TRON brands plus original design manufacturer (“ODM?”) customers.

. Outdoor power equipment: sales of outdoor tools and outdoor tool accessories for
premium or professional and mass-market users. The products are available under the
EGO and SKIL brands.

. Others: sales of parts and components to a home appliances business.
(i) Information about reportable segments

For the purposes of assessing segment performance and allocating resources between
segments, the Group’s senior executive management monitor the results attributable to each
reportable segment on the following bases:

Revenue are allocated to the reportable segments with reference to sales generated by
those segments.

The measure used for reporting segment profit is gross profit. Segment profit is used to
measure performance as management believes that such information is the most relevant in
evaluating the results of the respective segments relative to other entities that operate in the
same industries.

In addition to receiving segment information concerning segment results, management is
provided with segment information concerning revenue generated by the segments in their
operations.

Segment assets and liabilities are not regularly reported to the Group’s executive directors

and therefore information of reportable segment assets and liabilities are not presented in the
consolidated financial statements.
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Disaggregation of revenue from contracts with customers by the timing of revenue
recognition, as well as information regarding the Group’s reportable segments as provided to
the Group’s senior executive management for the purposes of resource allocation and
assessment of segment performance for Relevant Periods is set out below.

Reportable segments

Outdoor Total
power reportable
Power tools equipment Others segments

USD’000 USD’000 USD’000 USD’000

2018
Revenue from external

customers
Point in time 483,370 201,410 5,918 690,698

Gross profit from
external customers and

reportable segment profit 118,997 55,266 1,262 175,525

Reportable segments

Outdoor Total
power reportable
Power tools equipment Others segments

USD’000 USD’000 USD’000 USD’000

2019
Revenue from external
customers

Point in time 549,680 287,971 5,927 843,578

Gross profit from external
customers and reportable

segment profit 165,565 88,752 936 255,253

~1-41 -



APPENDIX 1

ACCOUNTANTS’ REPORT

2020

Revenue from external
customers

Point in time

Gross profit from external

customers and reportable
segment profit

Six months ended
June 30, 2021
Revenue from external
customers

Point in time

Gross profit from external
customers and reportable
segment profit

(unaudited)

Six months ended
June 30, 2020
Revenue from external
customers

Point in time

Gross profit from external
customers and reportable
segment profit

Reportable segments

Outdoor Total
power reportable
Power tools equipment Others segments
USD’000 USD’000 USD’000 USD’000
661,081 533,691 6,130 1,200,902
192,030 175,503 1,179 368,712
Reportable segments
Outdoor Total
power reportable
Power tools equipment Others segments
USD’000 USD’000 USD’000 USD’000
451,066 414,041 3,690 868,797
120,445 130,274 390 251,109
Reportable segments
Outdoor Total
power reportable
Power tools equipment Others segments
USD’000 USD’000 USD’000 USD’000
278,887 231,451 4,021 514,359
77,874 68,997 787
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(ii) Reconciliations of reportable segment gross (loss)/profit

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)

Reportable segment
gross profit 175,525 255,253 368,712 147,658 251,109
Other revenue 3,515 3,838 5,801 2,791 2,081
Other net (loss)/income (8,192) 943 (3,140) (1,647) 19,754
Selling and distribution
expenses (100,527) (128,083) (179,447) (73,411) (96,418)
Administrative and other
operating expenses (45,378) (48,932) (82,843) (25,280) (32,614)
Research and development
costs (27,656) (31,356) (38,939) (16,984) (27,967)
Net finance costs (17,164) (19,754) (17,357) (8,070) (7,895)
Share of profits of associates 4,287 9,206 6,724 155 2,801
Share of profits of a joint
venture 1,176 1,233 - - -
Consolidated (loss)/profit
before taxation (14,414) 42,348 59,511 25,212 110,851

(iii) Geographic information

The following table sets out the geographic information analyses of the Group’s revenue
and specified non-current assets including investment property, property, plant and equipment,
right-of-use assets and intangible assets (“specified non-current assets”). In presenting the
geographic information, segment revenue has been based on the geographic location of
customers and segment assets have been based on the geographic location of the assets.

Revenue from external customers

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)
North America 383,675 506,900 798,913 321,707 572,683
Europe 232,995 257,821 297,260 140,757 207,752
China 56,564 61,540 69,295 38,820 61,378
Rest of the World 17,464 17,317 35,434 13,075 26,984

690,698 843,578 1,200,902 514,359 868,797
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Specified non-current assets

At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

North America 12,161 11,210 10,296 17,103
Europe 13,775 15,173 19,790 23,156
China 129,265 137,900 158,579 169,048

155,201 164,283 188,665 209,307

5 Other revenue and other net (loss)/gain
(a) Other revenue

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)
Government grants (Note i) 855 888 3,650 1,719 1,027
Sale of scrap materials 596 935 1,058 617 878
Rental income 1,571 1,819 1,093 455 176
Others 493 196 - - -
3,515 3,838 5,801 2,791 2,081

Note:

(i) During the years ended December 31, 2018, 2019 and 2020 and the six months ended June 30, 2020 and 2021,
the Group received unconditional government grants of USD855,000, USD888,000, USD3,650,000,
USD1,719,000 and USD1,027,000, respectively, as rewards of the Group’s contribution to technology
innovation and regional economic development.
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(b) Other net (loss)/gain

Net foreign exchange
gain/(loss)

Net (loss)/gain on disposal of
properties, plants and
equipment

Net realized and unrealized
(losses)/gains on financial
assets at FVPL

Net realized and unrealized
(losses)/gains on derivative
financial instruments

Loss on disposal of associates
and a joint venture
(Loss)/gain on disposal of a
subsidiary (Note 25 (g))

Gain on business combination
(Note 25 (f))

Others

6 Profit before taxation

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)
2,617 466 (11,497) (584) (5,374)
(320) (74) (43) 4 (196)
(83) (41) 165 430 454
(10,419) (810) 8,209 (1,501) 3,686
- - (131) - (677)
_ (4) - - 21,969
- 1,326 - - -
13 80 157 12 (108)
(8,192) 943 (3,140) (1,647) 19,754

Profit before taxation is arrived at after charging/(crediting):

(a) Net finance costs

Interest income from bank
deposits

Finance income

Interest on bank loans
Interest on lease liabilities

Finance costs

Net finance costs

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)

(247) (605) (638) (239) (460)

(247) (605) (638) (239) (460)
16,789 19,748 17,392 8,008 8,235

622 611 603 301 120
17,411 20,359 17,995 8,309 8,355
17,164 19,754 17,357 8,070 7,895
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(b) Staff costs

Salaries, wages and other
benefits

Contributions to defined
contribution retirement plans
Equity settled share-based
payment expenses (Note 35)
Expenses recognized in
respect of defined benefit
retirement plans obligation
(Note 34(a))

(¢) Other items

Depreciation charge

— owned properties, plants
and equipment

— right-of-use assets

— investment property

Amortization of intangible

assets

Research and development

costs (Note i)

(Reversal)/Provision for

impairment loss on trade and

other receivables

Provision for write-down of

inventories

Auditors’ remuneration

— audit services

- non-audit services

Listing expenses

Cost of inventories sold

(Note ii)

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)
97,578 106,264 130,788 65,394 73,911
22,025 23,215 21,782 10,891 14,209
- - 21,077 - -
16 16 9 5 7
119,619 129,495 173,656 76,290 88,127

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)
19,279 17,416 17,858 8,799 10,467
2,582 3,091 3,302 1,520 2,230
214 206 206 100 37
312 296 296 148 149
27,656 31,356 38,939 16,984 27,967
(2,688) 1,825 450 607 (853)
1,369 2,930 696 2,486 2,996
284 357 388 40 266
149 130 174 26 11
- - 272 - 2,122

515,528 591,201 832,230 369,116 617,870
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Notes:

(i) Research and development costs include amounts relating to staff costs, depreciation and amortization expenses,
which are also included in the respective total amounts disclosed separately above or in Note 6(b) for each of
these types of expenses.

(i)  Cost of inventories recognized as expenses includes amounts relating to staff costs, depreciation and

amortization expenses, provision for write-down of inventories, which are also included in the respective total
amounts disclosed separately above or in Note 6(b) for each of these types of expenses.

Income tax in the consolidated statements of profit or loss

(a) Taxation in the consolidated statements of profit or loss represents:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)
Current tax
PRC Corporate Income Tax
Provision for the year/period 256 787 1,101 574 5,025
(Over)/under-provision in
respect of prior years (29) 2 152 152 (56)
227 789 1,253 726 4,969

Hong Kong Profits Tax

Provision for the year/period - - 2,916 1,716 7,856
Tax jurisdictions outside PRC

and Hong Kong

Provision for the year/period 598 4,241 5,869 3,444 2,387
Deferred tax

Origination and reversal of

temporary differences

(Note 30(b)) (1,782) 1,236 1,085 (1,165) 4,400

Total income tax

(credit)/expense (957) 6,266 11,123 4,721 19,612
Notes:
(i) Pursuant to the income tax rules and regulations of Hong Kong, the Company and the subsidiary in Hong Kong

were liable to the Hong Kong Profits Tax at a rate of 16.5% during the years ended December 31, 2018, 2019
and 2020 and the six months ended June 30, 2020 and 2021.
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(i)

(i)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

(xii)

(xiii)

The PRC subsidiaries of the Group are subject to PRC Corporate Income Tax (“CIT”) at a statutory rate of 25%,
except for the following specified subsidiary:

According to the Administrative Measures for Determination of High-Tech Enterprises (Guokefahuo [2016] No.
32), Nanjing Chervon Industry Co., Ltd. obtained the qualification as a high-tech enterprise and was entitled to
a preferential income tax rate of 15% for the years from 2016 to 2019. Nanjing Chervon Industry Co., Ltd.
renewed the qualification in 2019 and was entitled to a preferential income tax rate of 15% from 2019 to 2021.

According to the prevailing PRC CIT law and its relevant regulations, non-PRC tax resident enterprises are
levied withholding tax on dividends from their PRC resident investees for intra-group earnings accumulated
beginning on January 1, 2008, at 10% (unless reduced by tax treaties or similar arrangements), respectively.
Undistributed earnings generated prior to 2008 are exempt from such withholding tax.

Under the arrangement between the Mainland China and Hong Kong Special Administrative Region for the
Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income and its
relevant regulations, dividends paid by a PRC resident enterprise to its direct holding company in Hong Kong
will be subject to withholding tax at a reduced rate of 5% (if the Hong Kong investor is the “beneficial owner”
and owns directly at least 25% of the equity interest of the PRC resident enterprise for the past twelve months
before the dividends distribution). The Group met the beneficial owner requirements in 2015 and were entitled
to a preferential rate of 5% since 2015.

Pursuant to the income tax rules and regulations of the United States, the Group’s subsidiaries in the United
States was liable to United States federal income tax at a rate of 21% and state income tax at a rate ranging from
0.75% to 9.99% during the Relevant Periods.

Pursuant to the income tax rules and regulations of the United Kingdom, the Group’s subsidiary in the United
Kingdom was liable to the United Kingdom corporation tax at a rate of 20% during the Relevant Periods.

Pursuant to the income tax rules and regulations of Germany, Chervon GmbH, Flex Geschaftsfuhrungs GmbH,
Flex Verwaltungs GmbH & Co.KG, Flex-Elektrowerkzeuge Gmb and EGO Europe GmbH were liable to
German corporate tax at a rate between 22.825% and 26.825% determined by municipalities during the Relevant
Periods.

Pursuant to the rules and regulations of the Australia, the Group’s subsidiary in the Australia was liable to the
Australia corporation tax at a rate of 27.5% during the Relevant Periods.

Pursuant to the rules and regulations of the Canada, the Group’s subsidiary in the Canada was liable to the
Canada corporation tax at a rate of 26.5% during the Relevant Periods.

Pursuant to the rules and regulations of the Netherlands, the Group’s subsidiaries in the Netherlands was liable
to the Netherlands corporation tax at a rate of 25% during the Relevant Periods.

Pursuant to the rules and regulations of the Czech, the Group’s subsidiary in the Czech was liable to the Czech
corporation tax at a rate of 19% during the Relevant Periods.

Pursuant to the rules and regulations of the Belgium, the Group’s subsidiary in the Belgium was liable to the
Belgium corporation tax at a rate of 25% during the Relevant Periods.

Pursuant to the rules and regulations of the Italia, the Group’s subsidiary in the Italia was liable to the Italia
corporation tax at a rate of 24% during the Relevant Periods.

Pursuant to the rules and regulations of the France, the Group’s subsidiary in the France was liable to the France
corporation tax at a rate of 28% during the Relevant Periods.

Pursuant to the Vietnam Investment Law and the approval of Industry Zone Committee of Tinh Binh Duong,

the Group’s subsidiary in the Vietnam was entitled to a tax exemption for 2020 and 2021 and a preferential
income tax rate of 10% from 2022 to 2025.
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(b) Reconciliation between (loss)/profit before taxation and tax expense and at applicable tax

rates:
Six months ended
Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)

(Loss)/profit before taxation (14,414) 42,348 59,511 25,212 110,851
Notional tax on (loss)/profit
before taxation, calculated at
the rates applicable to profits
in the jurisdictions concerned (1,713) 9,198 12,834 5,402 23,545
Effect of PRC tax concessions
obtained (1,119) (1,069) (729) (80) (2,782)
Tax effect of non-deductible
expenses (Note) 1,761 1,940 3,098 1,576 1,695
Tax effect of non-taxable
income (471) (3,367) (4,231) (1,664) (3,493)
Tax effect of tax losses not
recognized 2,491 1,645 1,916 858 1,167
Tax effect of bonus deduction
for research and development
costs (2,221) (2,944) (3,420) (1,790) (2,703)
Provision of withholding tax
on undistributed profits 344 861 1,503 267 2,239
(Over)/under-provision in
prior years (29) 2 152 152 (56)
Income tax (credit)/expense (957) 6,266 11,123 4,721 19,612
Note:

Tax effect of non-deductible expenses mainly represented tax effect of equity settled share-based payment expenses,
expenses incurred by entities without assessable profits and other non-deductible expenses.
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8 Directors’ emoluments

Directors’ emoluments disclosed pursuant to section 383(1) of the Hong Kong Companies Ordinance
and Part 2 of the Companies (Disclosure of Information about Benefits of Directors) Regulation are as
follows:

Salaries,
allowances Retirement Share-
Directors’ and benefits Discretionary scheme based 2018
fees in kind bonuses  contributions Sub-Total payments Total

USD’000  USD’000 USD’000 USD’000 USD’000  USD’000  USD’000

Executive directors

Pan Longquan 24 187 226 - 437 - 437
Zhang Tong 24 209 272 - 505 - 505
Ke Zugian 24 181 226 - 431 - 431
Xiao Jun 24 151 57 15 247 - 247
Cheng Hong Kei 24 - - - 24 - 24
Lo Wing Yan William 24 - - - 24 - 24
144 728 781 15 1,668 - 1,668
Salaries,
allowances Retirement Share-
Directors’ and benefits Discretionary scheme based 2019
fees in kind bonuses  contributions Sub-Total payments Total

USD’000  USD’000 USD’000 USD’000 USD’000  USD’000  USD’000

Executive directors

Pan Longquan 12 174 218 - 404 - 404
Zhang Tong 12 201 290 - 503 - 503
Ke Zugian 12 174 261 - 447 - 447
Xiao Jun 12 139 128 13 292 - 292
Cheng Hong Kei 12 - - - 12 - 12
Lo Wing Yan William'" 12 - - - 12 - 12
72 688 897 13 1,670 - 1,670
Salaries,
allowances Retirement Share-
Directors’ and benefits Discretionary scheme based 2020
fees in kind bonuses contributions Sub-Total payments Total

USD’000  USD’000 USD 000 USD’000 USD’000  USD’000  USD’000

Executive directors

Pan Longquan 12 152 316 - 480 - 480
Zhang Tong 12 196 382 - 590 - 590
Ke Zugian 12 170 295 1 478 - 478
Xiao Jun 12 221 139 8 380 - 380
Cheng Hong Kei 12 - - - 12 - 12

60 739 1,132 9 1,940 - 1,940
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Note:

(1) Mr. Lo Wing Yan William was our former director from January 2010 to May 2019, who resigned from directorship
with effect from May 21, 2019. The reason for the resignation of Mr. Lo Wing Yan William as a director of our
Company is that pursuant to our former articles of association our Board will voluntarily resign and be re-elected once
every two years and during that time Mr. Lo Wing Yan William decided not to pursue the re-election due to (i) his
ordinary residence in Hong Kong which limits his access to our business in the PRC; and (ii) his shift of focus to other

commitments.
Six months
Salaries, ended
allowances Retirement June 30,
Directors’ and benefits Discretionary scheme Share-based 2020
fees in kind bonuses contributions  Sub-Total payments Total
USD’000 USD’000 USD’000 USD’000 USD’000 USD’000 USD’000

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

Executive directors

Pan Longquan 6 64 68 - 138 - 138
Zhang Tong 6 94 68 - 168 - 168
Ke Zugian 6 81 68 - 155 - 155
Xiao Jun 6 139 - 4 149 - 149
Cheng Hong Kei 6 - - - 6 - 6
30 378 204 4 616 - 616
Six months
Salaries, ended
allowances Retirement June 30,
Directors’ and benefits Discretionary scheme Share-based 2021
fees in kind bonuses contributions  Sub-Total payments Total
USD’000 USD’000 USD’000 USD’000 USD’000 USD’000 USD’000
Executive directors
Pan Longquan - 93 74 - 167 - 167
Zhang Tong - 100 74 - 174 - 174
Ke Zugian - 93 74 - 167 - 167
Xiao Jun - 83 - 8 91 - 91
Cheng Hong Kei - - - - - - -
- 369 222 8 599 - 599

All the executive directors are key management personnel of the Group during the Relevant Periods and their remuneration
disclosed above include those for services rendered by them as key management personnel.
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9 Individuals with highest emoluments

Of the five individuals with the highest emoluments, two, three, nil, nil and nil is director during the
years ended December 31, 2018, 2019 and 2020 and the six months ended June 30, 2020 and 2021,
respectively, whose emoluments are disclosed in Note 8. The aggregate of the emoluments in respect of
the remaining individuals are as follows:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)

Salaries, allowances and benefits
in kind 1,319 1,220 1,109 848 820
Discretionary bonuses 856 1,196 898 380 378
Retirement scheme contributions 97 50 75 126 144
Share-based payments - - 2,833 - -

2,272 2,466 4,915 1,354 1,342

The emoluments of the five, five, five, five and five individuals with the highest emoluments during
the years ended December 31, 2018, 2019 and 2020 and the six months ended June 30, 2020 and 2021,
respectively, are within the following bands:

Six months ended
Year ended December 31, June 30,

2018 2019 2020 2020 2021
Number of Number of Number of Number of Number of

individuals individuals individuals individuals individuals

(unaudited)
USD nil to USD500,000 4 4 - 5 5
USD500,001 to USD1,000,000 1 1 2 - -
USD1,000,001 to USD1,500,000 - - 3 - -
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10

Other comprehensive income

Tax effects relating to each component of other comprehensive income

Exchange differences ~ Remeasurement of

on translation of net defined benefit
financial statements liability Total
USD’000 USD’000 USD’000

For the year ended December 31, 2018
Before-tax amount (4,843) (21) (4,864)
Tax benefit - 2 2
Net-of-tax amount (4,843) (19) (4,862)
For the year ended December 31, 2019
Before-tax amount (1,258) 91) (1,349)
Tax benefit - 5 5
Net-of-tax amount (1,258) (86) (1,344)
For the year ended December 31, 2020
Before-tax amount 17,451 (43) 17,408
Tax benefit - 4 4
Net-of-tax amount 17,451 (39) 17,412
For the six months ended June 30, 2021
Before-tax amount 818 (25) 793
Tax expense - - -
Net-of-tax amount 818 (25) 793
For the six months ended June 30, 2020
(unaudited)
Before-tax amount (5,661) (20) (5,681)
Tax expense - - -
Net-of-tax amount (5,661) (20) (5,681)
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11  Earnings per share

(a) Basic (loss)/earnings per share

The calculation of basic earnings per share is based on the losses attributable to equity
shareholders of the Company of USD 14,084,000 and profit attributable to equity shareholders of the
Company of USD33,976,000, USD44,359,000, USD18,062,000 and USD86,062,000 for each of the
years ended December 31, 2018, 2019 and 2020 and the six months ended June 30, 2020 and 2021,
and the weighted average number of ordinary shares calculated as follows:

Weighted average number of ordinary shares

Six months ended
Year ended December 31, June 30,

2018 2019 2020 2020 2021

(unaudited)

Ordinary shares at the

beginning of the year/period 390,000,000 390,000,000 390,000,000 390,000,000 390,000,000
Effect of right issues (Note) 5,536,504 5,536,504 5,536,504 5,536,504 5,716,408
Effect of issuance of ordinary

shares under the Share Incentive

Scheme (Note 35) - - - - 6,289,103

Weighted average number
of ordinary shares at
the end of the year/period 395,536,504 395,536,504 395,536,504 395,536,504 402,005,511

Note: Pursuant to the resolution passed by the board of directors of the Company on March 17, 2021, the Company
issued and allotted a total of 5,844,911 shares by way of rights issue at the subscription price of HKD1.00 to
the shareholders in proportion to their shareholding. The calculations of the basic earnings per share were
adjusted retrospectively for the Relevant Periods to include the effect of the number of shares issues as if such
shares were issued and outstanding for all periods presented.
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(b) Diluted (loss)/earnings per share

The calculation of diluted earnings per share is based on the losses attributable to equity
shareholders of the Company of USD14,084,000 and profit attributable to equity shareholders of the
Company of USD33,976,000, USD44,359,000, USD18,062,000 and USD86,062,000 for each of the
years ended December 31, 2018, 2019 and 2020 and the six months ended June 30, 2020 and 2021,
and the weighted average number of ordinary shares calculated as follows:

Weighted average number of ordinary shares (diluted)

Weighted average number

of ordinary shares at

the end of the year/period
Effect of equity settled share-
based transactions (Note 35)

Weighted average number of
ordinary shares (diluted) at
the end of the year/period

Six months ended
Year ended December 31, June 30,

2018 2019 2020 2020 2021

(unaudited)

395,536,504 395,536,504 395,536,504 395,536,504 402,005,511

- - 24,072 - 4,051,515

395,536,504 395,536,504 395,560,576 395,536,504 406,057,026
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12

Cost:

At January 1, 2018
Additions

Transfers

Disposals

Exchange adjustment

At December 31, 2018
and January 1, 2019
Additions

Transfers

Acquisition of a
subsidiary

Disposals

Disposal of a subsidiary
Exchange adjustment

At December 31, 2019
and January 1, 2020
Additions

Transfers

Disposals

Exchange adjustment

At December 31, 2020
and January 1, 2021
Additions

Transfers

Disposals

Disposal of a subsidiary
Exchange adjustment

At June 30, 2021

Accumulated
depreciation:

At January 1, 2018
Charge for the year
Written back on
disposals

Exchange adjustment

At December 31, 2018
and January 1, 2019

Properties, plants and equipment

(a) Reconciliation of carrying amount

Furniture,
Machinery fixtures and
Plant and and office Motor  Construction
buildings  equipment  equipment vehicles in progress Total
USD’000 USD’000 USD’000 USD’000 USD’000 USD’000
101,822 70,438 23,219 2,193 648 198,320
426 15,227 3,044 84 7,511 26,292
311 6 210 - (527) -
(342) (1,383) (1,067) (124) - (2,916)
(4,686) (3,3006) (1,200) (104) (254) (9,550)
97,531 80,982 24,206 2,049 7,378 212,146
222 17,544 5,513 771 4,678 28,728
9,325 349 375 - (10,049) -
- 3,393 1,164 230 - 4,787
(2) (2,820) (305) (438) - (3,565)
- - 2) (73) - (75)
(1,681) (1,544) (333) (39) (49) (3,646)
105,395 97,904 30,618 2,500 1,958 238,375
389 14,327 6,041 263 10,028 31,048
247 346 1,133 - (1,726) -
- (4,947) (2,225) (33) - (7,205)
8,433 8,595 2,099 181 587 19,895
114,464 116,225 37,666 2,911 10,847 282,113
16 10,297 4,351 326 17,660 32,650
- - 1,115 - (1,115) -
- (307) (680) (2) - (989)
(373) - (35) - - (408)
518 (412) (71) 26 234 295
114,625 125,803 42,346 3,261 27,626 313,661
(33,275) (41,665) (13,700) (1,532) - (90,172)
(4,387) (12,534) (2,199) (159) - (19,279)
106 1,336 565 112 - 2,119
1,723 2,082 826 75 - 4,706
(35,833) (50,781) (14,508) (1,504) - (102,626)
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Furniture,
Machinery fixtures and
Plant and and office Motor  Construction
buildings  equipment  equipment vehicles in progress Total

USD’000 USD 000 USD 000 USD’000 USD’000 USD 000

Charge for the year (4,490) (9,779) (2,907) (240) - (17,416)
Acquisition of a
subsidiary (Note 25(f)) - (2,387) 927) (199) - (3,513)
Written back on
disposals - 2,614 267 269 - 3,150
Disposal of a subsidiary - - - 66 - 66
Exchange adjustment 677 1,026 256 25 - 1,984
At December 31, 2019
and January 1, 2020 (39,646) (59,307) (17,819) (1,583) - (118,355)
Charge for the year (4,558) (9,891) (3,181) (228) - (17,858)
Written back on
disposals - 4,606 1,982 32 - 6,620
Exchange adjustment (3,292) (4,958) (1,130) (120) - (9,500)
At December 31, 2020
and January 1, 2021 (47,496) (69,550) (20,148) (1,899) - (139,093)
Charge for the six-month
period (2,407) (5,717 (2,219) (124) - (10,467)
Written back on
disposals - 271 606 2 - 879
Disposal of a subsidiary 258 - 32 - - 290
Exchange adjustment (53) 374 80 (17) - 384
At June 30, 2021 (49,698) (74,622) (21,649) (2,038) - (148,007)
Net book value:
At December 31, 2018 61,698 30,201 9,698 545 7,378 109,520
At December 31, 2019 65,749 38,597 12,799 917 1,958 120,020
At December 31, 2020 66,968 46,675 17,518 1,012 10,847 143,020
At June 30, 2021 64,927 51,181 20,697 1,223 27,626 165,654
Note: Certain properties, plants and equipment of the Group were pledged as security for bank loans (see Note 26).
Details are set out as follows:
At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Plant and buildings 42,369 38,512 44,724 43,003
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13 Right-of-use assets

The analysis of the net book value of right-of-use assets by class of underlying asset is presented
below:

Plant and Leasehold

buildings Land Total

USD’000 USD’000 USD’000
Cost:
At January 1, 2018 17,874 31,514 49,388
Additions 1,638 - 1,638
Exchange adjustment (136) (1,631) (1,767)
At December 31, 2018 and January 1, 2019 19,376 29,883 49,259
Additions 2,686 - 2,686
Disposals (246) - (246)
Exchange adjustment —(7()) ﬂ) ﬂ)
At December 31, 2019 and January 1, 2020 21,746 29,399 51,145
Additions 3,028 - 3,028
Disposals (798) - (798)
Exchange adjustment 465 2,033 2,498
At December 31, 2020 and January 1, 2021 24,441 31,432 55,873
Additions 1,410 - 1,410
Disposals (110) - (110)
Exchange adjustment (58) 315 257
At June 30, 2021 25,683 31,747 57,430
Accumulated depreciation:
At January 1, 2018 (2,278) (2,917) (5,195)
Charge for the year (1,964) (618) (2,582)
Exchange adjustment 66 172 238
At December 31, 2018 and January 1, 2019 (4,176) (3,363) (7,539)
Charge for the year (2,496) (595) (3,091)
Written back on disposals 246 - 246
Exchange adjustment 7 61 68
At December 31, 2019 and January 1, 2020 (6,419) (3,897) (10,316)
Charge for the year (2,707) (595) (3,302)
Written back on disposals 798 - 798
Exchange adjustment (121) (303) (424)
At December 31, 2020 and January 1, 2021 (8,449) (4,795) (13,244)
Charge for the six-month period (1,913) (317) (2,230)
Written back on disposals 110 - 110
Exchange adjustment 30 (48) (18)
At June 30, 2021 (10,222) (5,160) (15,382)
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Plant and Leasehold

buildings Land Total

USD’000 USD’000 USD’000
Net book value:
At December 31, 2018 15,200 26,520 41,720
At December 31, 2019 15,327 25,502 40,829
At December 31, 2020 15,992 26,637 42,629
At June 30, 2021 15,461 26,587 42,048

Notes:

@) The Group obtains the right-of-use certain land in the PRC under several operating lease agreements of 50 years. As
at December 31, 2018, 2019 and 2020 and June 30, 2021, the carrying amounts of leasehold land held for own use were
USD26,520,000, USD25,502,000, USD26,637,000 and USD26,587,000, respectively.

(ii)  The Group has obtained the right to use certain office and warehouse properties through tenancy agreements during
the Relevant Periods. The leases typically run for a period of 1 to 13 years.

The analysis of expense items in relation to leases recognized in profit or loss is as follows:

Six months ended

At December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000  USD’000
(unaudited)
Depreciation charge of right-of-use
assets by class of underlying asset:
— Leasehold land 618 595 595 292 317
— Plant and buildings 1,964 2,496 2,707 1,228 1,913
2,582 3,091 3,302 1,520 2,230
Interest on lease liabilities
(Note 6(a)) 622 611 603 301 120
Expense relating to short-term
leases 846 922 1,022 458 928

Details of total cash outflow for leases and the maturity analysis of lease liabilities are set out in
Notes 25(e) and 27, respectively.
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Certain right-of-use assets of the Group were pledged as security for bank loans (see Note 26).
Details are set out as follows:

At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Leasehold land 25,375 24,409 25,503 25,458
14 Investment Properties
Plant and Leasehold
buildings Land Total
USD’000 USD’000 USD’000
Cost:
At January 1, 2018 4,600 526 5,126
Exchange adjustment (221) (26) (247)
At December 31, 2018 and January 1, 2019 4,379 500 4,879
Exchange adjustment (71) (8) (79)
At December 31, 2019 and January 1, 2020 4,308 492 4,800
Exchange adjustment 298 34 332
At December 31, 2020 and January 1, 2021 4,606 526 5,132
Disposal of a subsidiary (4,622) (529) (5,151)
Exchange adjustment 16 3 19
At June 30, 2021 - - -
Accumulated amortization:
At January 1, 2018 (3,021) (192) (3,213)
Charge for the year (204) (10) (214)
Exchange adjustment 152 10 162
At December 31, 2018 and January 1, 2019 (3,073) (192) (3,265)
Charge for the year (196) (10) (206)
Exchange adjustment 52 3 55
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Plant and Leasehold

buildings Land Total

USD’000 USD’000 USD’000
At December 31, 2019 and January 1, 2020 (3,217) (199) (3,416)
Charge for the year (196) (10) (206)
Exchange adjustment (234) (14) (248)
At December 31, 2020 and January 1, 2021 (3,647) (223) (3,870)
Charge for the six-month period (35) 2) (37)
Disposal of a subsidiary 3,694 226 3,920
Exchange adjustment (12) (1) (13)
At June 30, 2021 - - -
Net book value:
At December 31, 2018 1,306 308 1,614
At December 31, 2019 1,091 293 1,384
At December 31, 2020 959 303 1,262

At June 30, 2021

The Group leases out investment property under operating lease. The lease runs for an initial period
of 10 years, with an option to renew the lease after that date at which time all terms are renegotiated.

As at December 31, 2018, 2019 and 2020 and June 30, 2021, certain investment properties of USD
nil, USD1,091,000, USD959,000, and USD nil were pledged as securities for bank loans of the Group,
respectively (see Note 26).

The fair value of investment property is valued by an independent third-party valuer to be
USD22,713,000, USD22,151,000 and USD23,699,000 as at December 31, 2018, 2019 and 2020
respectively.

The Group’s investment property is located in the PRC.

The fair value of completed investment properties is determined by making reference to the market
transactions, as the case may be, of comparable properties.
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15 Intangible assets

Patents Trademarks Total
USD’000 USD’000 USD’000
Cost:
At January 1, 2018, 901 2,172 3,073
Exchange adjustment %) - 5
At December 31, 2018 and January 1, 2019 896 2,172 3,068
Exchange adjustment ) - 2)
At December 31, 2019 and January 1, 2020 894 2,172 3,066
Exchange adjustment 8 - 8
At December 31, 2020 and January 1, 2021 902 2,172 3,074
Exchange adjustment (1) - (1)
At June 30, 2021 901 2,172 3,073
Accumulated amortization:
At January 1, 2018 (177) (237) (414)
Charge for the year 95) 217) (312)
Exchange adjustment 5 - 5
At December 31, 2018 and January 1, 2019 (267) (454) (721)
Charge for the year (79) (217) (296)
Exchange adjustment 1 - 1
At December 31, 2019 and January 1, 2020 (345) (671) (1,016)
Charge for the year (79) 217) (296)
Exchange adjustment (3) - (8)
At December 31, 2020 and January 1, 2021 (432) (888) (1,320)
Charge for the period (40) (109) (149)
Exchange adjustment 1 - 1
At June 30, 2021 471) (997) (1,468)
Net book value:
At December 31, 2018 629 1,718 2,347
At December 31, 2019 549 1,501 2,050
At December 31, 2020 470 1,284 1,754
At June 30, 2021 430 1,175 1,605
Note: Certain intangible assets of the Group were pledged as security for bank loans (see Note 26). Details are set out
as follows:
At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Intangible assets 2,347 2,050 1,754 1,605
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16 Interest in subsidiaries

As at June 30, 2021, the Company has direct or indirect interests in the following principal

subsidiaries, all of which are private companies:

Place and date of Particulars of issued Proportion of
Company name establishment and paid-in capital ~ ownership interest  Principal activities Name of statutory auditor
Held by the ~ Held by a
Company ~ subsidiary
Chervon (China) Investment Co,, Ltd ~ The PRC August 2, 2016 United States Dollar 100% - Investment holding Nanjing Bo Wen Accounting
(RECRRBEARAR) (USD"100000,000 Firm (B R4
(Notes (a) and (c)) HIRAH)/KPMG Huszhen
LLP Nanjing Branch
Nanjing Chervon Industry Co., Ltd. ~ The PRC September 26, 1997 USD144,073 464 100% - Production of tools, research ~ Deloitte LLP Nanjing
(HREHEERRAF) (Notes (o) and development, sales Branch/KPMG Huazhen LLP
and (c)) Nanjing Branch
Chervon (China) Trading Co., Ltd. ~ The PRC March 29, 2006 USD6,200,000 - 100%  Sales of power tools and Deloitte LLP Nanjing
(RIECHE) B AARRAT) (Notes (0 outdoor power equipment  Branch/KPMG Huazhen LLP
and (c)) Nanjing Branch
Chervon (China) Tools Sales Co., Ltd. ~ The PRC June 28, 2010 Renminbi - 100%  Sales of power tools in the  Deloitte LLP Nanjing
(RUECHER) LRAERRA) (Nore (‘RMB)66,506,700 PRC Branch/KPMG Huszhen LLP
(a) and (c)) Nanjing Branch
Nanjing Bovon Power Tools Co., Ltd. ~ The PRC Jamuary 30, 2007 USDI10,000,000 30% 50% Manufactoring, Research and ~ Beijing Zhong Cai Guo Xin
(RAHEER AR (Notes development and sales of ~ Accounting Firm (L 73
(a) and (d)) power tools and outdoor (R EEHARETAATRA
power equipment )/KPMG Huazhen LLP
Nanjing Branch
Chervon (HK) Ltd. (Note (e)) Hong Kong November 8, Hong Kong Dollar 100% - Trading and financial Good Faith CPA Firm
2010 (“HKD™)3,000,000 management Company Limited/KPMG
Chervon Overseas Holdings Co., Ltd. ~ Hong Kong August 6, 2013 USD7,148,520 100% - Tnvestment holding Good Faith CPA Firm
(Note (¢e)) Company Limited/KPMG
Chervon Industry (Vietam) Company  Vietnam January 21, 2020 Vietnamese Dongs - 100%  Production of gardening tools  KMF Auditing Company
Limited (Note (f) (“VND"}46,600,000,000 Limited
Chervon Canada Inc. (Noe (g)) Canada Qctober 31, 2016 CAD1,500,001 - 100%  Sales of power tools and Adamsé&Miles LLP
outdoor power equipment
Chervon Australia PTY Limited Australia July 31, 2016 AUDI1,500,000 - 100%  Sales of power tools and Not applicable

(Note (b))
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Place and date of Particulars of issued Proportion of
Company name establishment and paid-in capital ~ ownership interest  Principal activities Name of statutory auditor
Held by the  Held by a
Company — subsidiary
Chervon North America Inc. United States February 25, USD300,000 - 100%  Research in the North Hungerford Nichols CPA
(Note (1)) 2005 American market, product
design, sales and services
Flex North America Inc. (Note (i)~ United States December 19, USDI - 100%  Sales of power tools and Steve Ramackers CPA LLC
2005 outdoor power equipment
Flex Geschaftsfuhrungs GmbH Germany May 3, 2013 Euro(“EUR")25,000 - 100% - Tnvestment holding Not applicable
(Note (b))
Flex Verwaltungs GmbH & Co, KG  Germany May 22, 2013 EUR19,000,500 - 100%  Production of FLEX brand,  Ebner Stolz GmbH & Co.KG
(Note (j)) design, sales and services
Flex-Elektrowerkzeuge GmbH Germany November 27, 1980 EUR3,580,100 - 100%  Production of FLEX brand,  Ebner Stolz GmbH & Co.KG
(Note (j)) design, sales and services
Chervon GmbH (Note (b)) Germany July 1, 2016 EUR25,000 - 100%  Sales of power tools and Not applicable
outdoor power equipment
EGO Europe GmbH (Note (k) Germany November 20, 2015 EURS0,000 - 100%  Operation of EGO brands, ~ Ebner Stolz GmbH & Co. KG
sales and services
Flex Elektrondradi, s.ro (Note (b))~ Czech June 18, 2008 CZK500,000 - 100% Sales of power tools and Not applicable
outdoor power equipment
Flex Italia S.c.. (Note (b)) Ttaly July 11, 2012 EURS0,000 - 100%  Sales of power tools and Not applicable
outdoor power equipment
Flex Electroportatif Machines ET France July 11, 2012 EUR10,000 - 100%  Sales of power tools and Novances Nexia
Accessoires (Note (j)) outdoor power equipment
FLEX POWER TOOLS BV (Note (j))  Belgium May 15, 2005 EURY5,167,585 - 100%  Sales of power tools and VGD Bedrijfsrevisoren CVBA
outdoor power equipment
Flex Power Tools B. V. (Note (b))~ Netherlands January 24, 2012 EUR31,800 - 100%  Sales of power tools and Not applicable
outdoor power equipment
Skil B.V. (Note (1)) Netherlands August 12, 2016 EURS0,000 - 100%  Do-It-Yourself business Not applicable
design in Europe operations
and sales
Flex Power Tools Ltd. (Note (b)) United Kingdom November 9, GBPI - 100%  Sales of power tools and Not applicable
2020 outdoor power equipment
Chervon Europe Limited (Note (m))  United Kingdom June 7, 2007 (BPI - 100%  Sales of power tools and Masons Statutory Auditors
outdoor power equipment
Chervon NZ Subsidiary Limited New Zealand May 3, 2021 New Zealand Dollar - 100%  Sales of power tools and Not applicable
(Note (n)) (*NZD")1,500,100 outdoor power equipment
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Notes:

(a)

(b)

©

(d)

O]

()

(2)

(h)

()

@

9]

@

(m)

()

These entities are limited liability companies established in the PRC. The official names of these entities are in
Chinese. The English translation of the company names is for identification purpose only.

No audited financial statements were prepared by those companies during the Relevant Periods as they are not subject
to statutory audit requirement under the relevant rules and regulations in the jurisdiction of incorporation.

The audited financial statements of these companies for the years ended December 31, 2018, 2019 and 2020 were
prepared in accordance with the Accounting Standards for Business Enterprises applicable to the enterprises in the
PRC.

The audited financial statements of the company for the years ended December 31, 2018, 2019 and 2020 were prepared
in accordance with the Accounting Regulations for Business Enterprises applicable to the enterprises in the PRC.

The audited financial statements of these companies for the years ended December 31, 2018, 2019 and 2020 were
prepared in accordance with the Hong Kong Financial Reporting Standards issued by the HKICPA.

The audited financial statements of these companies for the year ended December 31, 2020 were prepared in
accordance with Vietnamese Accounting Standards. No statutory financial statements were prepared by this company
for the years ended December 31, 2018 and 2019, since this company was established in 2020.

The audited financial statements of the company for the years ended December 31, 2018 and 2019 were prepared in
accordance with the Accounting Standards for private enterprises in the Canada. As at the date of this report, the
statutory financial statements for the year ended December 31, 2020 has not been completed.

The audited financial statements of the company for the years ended December 31, 2018, 2019 and 2020 were prepared
in accordance with the U.S. generally accepted accounting principles.

The audited financial statements of the company for the years ended December 31, 2018 and 2019 were prepared in
accordance with the U.S. generally accepted accounting principles. No audited statutory financial statements were
prepared for the year ended December 31, 2020, since the company was in the process of liquidation in 2020.

The audited financial statements of these companies for the years ended December 31, 2018, 2019 and 2020 were
prepared in accordance with the accounting principles generally accepted in the relevant judications.

No audited financial statements were prepared by the company for the years ended December 31, 2018 and 2019 as
the company was not subject to statutory audit requirements under the relevant rules and regulations in the jurisdiction
of incorporation. The audited financial statements of the company for the year ended December 31, 2020 were prepared
in accordance with the Sec. 317 HGB and in compliance with German Generally Accepted Standards for Financial
Statement Audits promulgated by the Institute of Public Auditors in Germany.

No audited financial statements were prepared by the company for the year ended December 31, 2018. As at the date
of the report, the statutory financial statements for the years ended December 31, 2019 and 2020 have not been
completed.

The audited financial statements of the company for the years ended December 31, 2018 and 2019 were prepared in
accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards
and applicable law). As at the date of this report, the audit of the statutory financial statements for the year ended
December 31, 2020 has not been completed.

No audited financial statements were prepared by this company for the years ended December 31, 2018, 2019 and 2020,
since this company was established in 2021.

All companies now comprising the Group have adopted December 31 as their financial year end date.

During the Relevant Periods, the Group’s non-controlling interests are diverse among the

subsidiaries. None of the Group’s subsidiaries has a material non-controlling interest.
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17 Interest in associates

The f

ollowing list contains the particulars of the Group’s associates, except Nanjing Chervon Auto

Precision Technology Co., Ltd., all of which are unlisted corporate entities whose quoted market price is
not available:

Form of Place of
business incorporation  Particulars of issued ~ Proportion of ownership interest
Name of associate structure and business  and paid-up capital as at June 30, 2021 Principal activities
Group’s Held
effective by the ~ Held by a
interest — Company ~ subsidiary
Nanjing Chervon Auto Precision Incorporated ~ The PRC Renminbi(“‘RMB”) ~ 23.12% - 2312% Manufacturing,
Technology Co., Ltd. (Fﬁ?ﬁ"‘%‘ﬁﬁ*ﬁ 201,415,700 Research and
B0y R/AR) (“Chervon Auto development and sales
Precision Technology”) (Note i) of auto parts
Nanjing Jiangning Lianshang Incorporated ~ The PRC RMB120,000,000 - - - Investment
Investment Co., Lid (BB T
BESEARLT) (Nore i)
Nanjing Suquan Investment Co., Ltd.  Incorporated ~ The PRC RMB$8,000,000 - - - Investment
(ARBRRAERARLA)
(Note iii)
Nanjing Yaoquan Investment Incorporated ~ The PRC RMB10,000,000 - - - Investment

Management Co., Ltd.
(kAR EERERAT)

(Note i)

Notes:

()

(i)

(iii)

Nanjing Chervon Auto Precision Technology Co., Ltd. was established in the PRC with limited liability on March 19,
2012 and is principally engaged in the production, sales and research and development of automotive power systems
and relevant components. Its shares are currently listed on the Shanghai Stock Exchange (stock code: 603982.SH). In
September 2016, the Group acquired 38.8% of the equity interest in Chervon Auto Precision Technology from Nanjing
Chervon Industry Co., Ltd. of USD19,400,000 (RMB129,776,300 equivalent). In November 2016, Chervon Auto
Precision Technology reduced its registered capital and the Group reduced its investment to RMB46,560,000 on a pro
rata basis. In March 2017, the proportion of the Group’s interest in Chervon Auto Precision Technology has been
diluted to 31.04% due to the new financing obtained by Chervon Auto Precision Technology and further diluted to
23.28% in April 2019 due to the listing of Chervon Auto Precision Technology on Shanghai Stock Exchange. In June
2020, the proportion of the Group’s interest in Chervon Auto Precision Technology has been diluted to 23.10% due to
the new issuance of shares and increased to 23.12% due to the repurchase of the shares by Chervon Auto Precision
Technology in the first half of 2021.

Nanjing Jiangning Lianshang Investment Co., Ltd. (7 5% 7T 32 i B HER & 45 FR 22 ) was established in the PRC with
limited liability on March 31, 2014 with a registered capital of RMB120 million for the purpose of a proposed
investment project in Nanjing. The Group acquired 31.25% of the equity interest in Nanjing Jiangning Lianshang
Investment Co., Ltd. in 2014 through capital injection of RMB50,000,000 and the proportion of the Group’s interest
increased to 41.67% in 2019 due to the withdrawal share capital of a shareholder. On July 13, 2020, the board of
Nanjing Jiangning Lianshang Investment Co., Ltd. approved a plan to liquidate of itself. On October 31, 2020, the
Group derecognized the associate after the completion of deregistration.

Nanjing Suquan Investment Co., Ltd. was established in the PRC with the limited liability on February 5, 2008 with
a registered capital of RMB58 million. It is an investment holding company and does not have its own business
operations. Nanjing Yaoquan Investment Management Co., Ltd. which was a wholly owned subsidiary of Nanjing
Suquan Investment Co., Ltd., was established in the PRC with limited liability on August 12, 2008 with a registered
capital of RMB10 million and is engaged in private equity fund management businesses.

Nanjing Suquan Investment Co., Ltd., was the subsidiary of the Company before December 28, 2018. On December
28, 2018, the Group entered into an agreement with Mr. Xiao Jun, a minority shareholder of Nanjing Suquan
Investment Co., Ltd. Pursuant to the agreement, the Group agreed to dispose its 61% equity interest in Nanjing Suquan
Investment Co., Ltd. to Mr. Xiao Jun at a cash consideration of RMB10,921,300. Upon the completion of the Group’s
disposal on March 12, 2019, the Group’s interest in Nanjing Suquan Investment Co., Ltd. and Nanjing Yaoquan
Investment Management Co., Ltd. has been reduced to 24.88% and the aforementioned entities ceased to be
subsidiaries of the Group but became associates of the Group.
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On February 24, 2021, the Group entered into an agreement with Chervon (Nanjing) Management Services Co., Ltd.
(SR W (R 30 ) A BRI G BRZA /1) (“Chervon Management Services™), which is a related party wholly owned by Mr. Pan
Longquan. Pursuant to the agreement, the Group agreed to transfer 19.02% equity interest in Nanjing Suquan
Investment Co., Ltd. to Chervon Management Services for a cash consideration of RMB&,373,300 (USD1,287,000).
The consideration was determined with reference to the valuation of Nanjing Suquan Investment Co., Ltd. performed
by independent valuation firm. The remaining 5.86% equity interest in Nanjing Suquan Investment Co., Ltd., which

was held by Nanjing Chervon International Trading Co.,

Ltd., was also disposed along with the disposal of Nanjing

Chervon International Trading Co., Ltd. on the same date (see Note 25(g)).

All of the above associates are accounted for using the equity method in the consolidated financial

statements.

Summarized financial information of the material

associate, Chervon Auto Precision Technology,

adjusted for any differences in accounting policies, and a reconciliation to the carrying amount in the

consolidated financial statements are disclosed below:

December 31,

December 31, December 31, June 30,

2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000
Gross amounts of Chervon
Auto Precision Technology
Current assets 120,977 152,453 177,239 188,027
Non-current assets 155,034 151,207 164,743 203,849
Current liabilities (94,833) (65,683) (99,448) (134,103)
Non-current liabilities (46,187) (28,027) (3,488) (5,748)
Equity (134,991) (209,950) (239,046) (252,025)
Revenue 181,235 181,382 201,006 124,698
Profit from continuing
operations 13,813 12,458 17,544 12,115
Other comprehensive income - (20) (66) 891
Total comprehensive income 13,813 12,438 17,478 13,006
Dividend received — — 1,005 540
Reconciled to the Group’s
interest in Chervon Auto
Precision Technology
Gross amounts of net assets of
Chervon Auto Precision
Technology 134,991 209,950 239,046 252,025
Group’s effective interest 31.04% 23.28% 23.10% 23.12%
Group’s share of net assets of
Chervon Auto Precision
Technology 41,901 48,876 55,220 58,268
Carrying amount of in the
consolidated financial
statements 41,901 48,876 55,220 58,268

Quoted market price N/A
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December 31, December 31, December 31, June 30,

2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000

Group’s share of Chervon
Auto Precision Technology
Profit from continuing
operations 4,288 2,900 4,053 2,801
Other comprehensive income - (5) (15) 206
Total comprehensive income 4,288 2,895 4,038 3,007

The Group assesses whether this is any objective evidence that its interest in the associates are
impaired at the end of each reporting period by considering the associates’ business development process,
any significant financial difficulty, default or bankruptcy encountered by the associates and adverse
change in technological, market, economic or legal environment. Based on the assessment above, the
Group concluded that no impairment indicator was identified at the end of each reporting period and no
impairment loss of interest in associates is considered necessary to be recognized in the consolidated
statements of profit or loss.

Aggregate information of associates that are not individually material:

At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000

Aggregate carrying amount of
individually immaterial associates in
the consolidated financial statements 7,168 9,135 1,981 -

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD 000 USD’000 USD 000 USD’000
(unaudited)
Aggregate amounts of the
Group’s share of those
associates’
(Loss)/Profit from continuing
operations (1) 1,461 530 (208) -
Other comprehensive income - - - - -
Total comprehensive income (1) 1,461 530 (208) -
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18 Interest in a joint venture

Details of the Group’s interest in the joint venture which is accounted for using equity method in the

consolidated financial statements are set out below:

Form of Place of
business incorporation  Particulars of issued
Name of Joint venture structure and business ~ and paid-in capital  Proportion of ownership interest Principal activities
Group’s Held
effective by the ~ Held by a
interest — Company ~ subsidiary
Nanjing Bovon Power Tools Co., Ltd.  Incorporated ~ The PRC USD10,000,000 50% 50% - Manufacturing,

(ARBIEEH THARAA)

Research and
development and sales
of power tools and
outdoor power
equipment

In January 2007, the Group, Bosch (China) Investment Ltd. and Scintilla A.G. established Nanjing
Bovon Power Tools Co., Ltd. (“Nanjing Bovon™) by capital contribution with the interest of 50%, 40% and

10%, respectively.

In September 2019, the Group signed an agreement to acquire 40% and 10% equity interest in
Nanjing Bovon at consideration of RMB32,000,000 (USD4,642,000 equivalent) and RMBS§,000,000
(USD1,160,000 equivalent) from Bosch (China) Investment Ltd. and Scintilla A.G., respectively. Upon the
completion of share transfer on December 6, 2019, Nanjing Bovon became a subsidiary of the Group.

Nanjing Bovon is an unlisted corporate entity whose quoted market price is not available.

Summarised financial information of Nanjing Bovon, adjusted for any differences in accounting

policies, and a reconciliation to the carrying amount in the consolidated financial statements, are disclosed

below.

Gross amounts of Nanjing Bovon’s
Current assets

Non-current assets

Current liabilities

Equity

Included in the above assets and liabilities
Cash

Revenue
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December 31,

2018
USD’000
Profit from continuing operations 2,352
Other comprehensive income -
Total comprehensive income 2,352
Dividend received 1,018
Included in the above profit:
Depreciation and amortisation 290
Interest income 60
Interest expense -
Income tax expense 32
Reconciled to the Group’s interest in Nanjing Bovon
Gross amounts of net assets of Nanjing Bovon 13,729
Group’s effective interest 50%
Group’s share of net assets of Nanjing Bovon 6,865
Carrying amount of in the consolidated financial statements 6,865
19 Loans to a subsidiary
At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000

Flex Verwaltungs GmbH & Co., KG 2,296 - - -

As at December 31, 2018, the Company’s unsecured loan to Flex Verwaltungs GmbH & Co., KG was
subject to interest rates at 2.5% per annum.

20 Financial assets at fair value through profit or loss

At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Financial assets at FVPL -
non-current

— Insurance product 5,482 5,663 5,844 5,938
— Unlisted units in investment funds 15,236 11,604 5 -
20,718 17,267 5,849 5,938
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At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Financial assets at FVPL - current
— Structured deposits and wealth

management products 2,798 3,584 5,372 2,785
— Trading securities 9,582 11 - -
12,380 3,595 5,372 2,785

w
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8,723

The Group’s non-current balances of financial assets at FVPL represent a life insurance product
issued by an independent third-party insurance company and units in investment funds incorporated in the
PRC which are primarily invested in the manufacturing, healthcare and new energy sectors.

The Group’s current balances of financial assets at FVPL mainly represent structured deposits and
wealth management products issued by various financial institutions in the PRC with a floating return
which will be paid together with the principal on the maturity date and trading securities which are the
Group’s portfolio of listed equity securities in the capital markets of the PRC held for trading purposes.

The analysis on the fair value measurement of the Group’s above financial assets is disclosed in Note
37(e).

21 Derivative financial instruments

At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Assets
— Foreign currency forward contracts
(Note i) 461 938 5,697 3,039
— Foreign currency option contracts
(Note i) - 18 130 68
— Interest rate swap contracts
(Note ii) 2 - - -
481 956 5,827 3,107
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At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Liabilities
— Foreign currency forward contracts
(Note i) 2,842 1,153 192 4717
— Foreign currency option contracts
(Note i) 746 141 97 141
— Interest rate swap contracts
(Note ii) 39 - - -
— Copper commodity swap contracts
(Note iii) 67 - - -
3,694 1,294 289 618
Notes:
@) The Group entered into several foreign currency forward contracts and foreign currency option contracts with certain
banks to mitigate the currency risk arising from certain of its bank loans and receivables denominated in USD and
EUR.

(ii)  The Group entered into several interest rate swaps contracts with certain banks to mitigate the risk of interest rate
fluctuation arising from certain bank loans at floating interest rate.

(iii) The Group entered into copper commodity swap contracts with certain bank to mitigate the risk of copper price
fluctuation.

The fair value changes of above derivative financial instruments were recognised in other net gains
and losses.

The analysis on the fair value measurement of the above financial assets is disclosed in Note 37(e).
22 Inventories

(a) Inventories in the consolidated statements of financial position comprise:

At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Raw materials 36,595 32,523 56,085 90,391
Consumables 1,786 3,174 3,729 4,646
Semi-finished goods 13,948 18,052 32,997 37,883
Finished goods 165,157 249,307 201,516 251,123
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At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

217,486 303,056 294,327 384,043
Write down of inventories (2,567) (5,411) (5,647) (5,131)
214,919 297,645 288,680 378,912

(b) The analysis of the amount of inventories recognized as an expense and included in profit
or loss is as follows:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)

Carrying amount of
inventories sold 515,173 588,325 832,190 366,736 617,364
Written-off of inventories (1,014) (54) (656) (106) (2,490)
Provision for write-down of
inventories 1,369 2,930 696 2,486 2,996

515,528 591,201 832,230 369,116 617,870

All inventories are expected to be recovered within one year.

(c) Certain inventories assets of the Group were pledged as security for bank loans (see Note 26).
Details are set out as follows:

At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Inventories 107,196 161,152 98,519 97,755
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23 Trade and bills receivables

Trade debtors and bills receivable,

net of loss allowance

— measured at amortised cost (i)
Trade receivables
Bills receivables

— measured at FVOCI (ii)
Trade receivables

At
At December 31, June 30,
2019 2020 2021

USD’000 USD’000 USD’000  USD’000
116,410 116,126 164,475 183,113
7,926 4,307 4,746 8,702
3,011 14,800 85,147 127,274
127,347 135,233 254,368 319,089

All of the trade and bills receivables are expected to be recovered within one year.

Bills receivable primarily represent short-term bank acceptance notes receivable that entitle the
Group to receive the full face amount from the banks at maturity, which generally ranges from 3 to
12 months from the date of issuance. Historically, the Group had experienced no credit losses on bills

receivable.

(i) As at December 31, 2018, 2019 and 2020 and June 30, 2021, certain trade debtors of
USD42,579,000, USD49,936,000, USD92,175,000, and USD101,314,000 were pledged as
securities for bank loans of the Group, respectively (see Note 26).

(i) Certain amounts of the Group’s trade debtors and bill receivables measured at FVOCI are trade
debtors factored to banks in accordance with receivables purchase agreements. These factored
trade debtors were held for both collection of contractual cash flows and sales. The contractual
cash flows of the trade debtors comprised solely payments of principal and interest. Changes
in fair value are recognised in other comprehensive income, except for the recognition in profit

or loss of ECLs.

Aging analysis

As of the end of the reporting period, the aging analysis of trade and bills receivables, based
on the invoice date and net of loss allowance, is as follows:

At

At December 31, June 30,

2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Within 6 months 115,677 113,751 165,140 189,088
Over 6 months but within 12 months 4,761 4,068 3,153 1,847
Over 12 months 3,898 2,614 928 880
120,433 169,221 191,815

124,336
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Trade and bills receivables are due within 30 -180 days from the date of billing. Further details
on the Group’s credit policy and credit risk arising from trade and bills receivables are set out in Note
37(a).

24 Prepayments, deposits and other receivables

The Group
At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Current
Amounts due from related parties 58 10,959 21,487 -
Value added tax recoverable 9,296 6,881 10,633 11,274
Other tax recoverable 319 449 478 1
Prepayments for materials
and expenses 2,322 3,228 3,193 6,919
Advances to employee 874 846 1,011 527
Other deposits and receivables 8,644 6,644 4,616 4,223
21,513 29,007 41,418 22,944
Less: loss allowance (63) (621) (1,248) (86)
21,450 28,386 40,170 22,858
Non-current
Prepayments for properties, plants
and equipment 2,602 1,253 1,944 4,376
Advances to staff 2,061 2,232 2,511 1,388
4,663 3,485 4,455 5,764
The Company
At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Current

Amounts due from related parties - - 1,443 -

Amounts due from subsidiaries 16,062 17,679 17,261 14,434
16,062 17,679 18,704 14,434

All of prepayments, deposits and other receivables current balances are expected to be
recovered or recognized as expense within one year.
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25 Cash and cash equivalents and pledged deposits

(a)

(b)

Cash and cash equivalents comprise:

The Group

Cash at bank
Cash in hand

The Company

Cash at bank

Pledged deposits comprise:

The Group

Pledged deposits for
— issuance of bills payable
— issuance of banking facilities

The Company

Pledged deposits for
— issuance of banking facilities

At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
73,206 94,014 166,862 238,510
60 50 75 72
73,266 94,064 166,937 238,582
At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
3 4 4 302
At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
11,517 10,502 11,759 17,204
13,196 12,691 10,413 46,287
24,713 23,193 22,172 63,491
At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
402 402 403 401

The pledged deposits will be released upon the settlement of letters of credit and bills
payable and by the Group or the expiry of relevant banking facilities.
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(¢) Reconciliation of (loss)/profits before taxation to cash generated from operations

(Loss)/Profit before taxation
Adjustments for:

Depreciation of properties, plants
and equipment

Depreciation of right-of-use assets
Depreciation of investment property
Amortization of intangible assets
Net finance costs

Share of profits of associates

Share of profits of a joint venture
Net losses/(gains) on disposal of
properties, plants and equipment
Net realised and unrealised
losses/(gains) on FVPL

Net realized and unrealized
losses/(gains) on derivative
financial instruments

Loss on disposal of an associate
Loss/(gain) on disposal of a subsidiary
Gain on business combination
Equity settled share-based

payment expenses
(Reversal)/provision for impairment
loss on trade and other receivables
Provision for write-down

of inventories

Amortization of deferred income
Foreign exchange (gain)/loss

Operating profit before changes in
working capital

(Increase)/decrease in pledged deposits
(Increase)/decrease in inventories
Decrease/(increase) in trade and

bills receivables

(Increase)/decrease in prepayments,
deposits and other receivables
Decrease/(increase) in right to returned
goods asset

Increase/(decrease) in trade payables
Increase/(decrease) in other payables
and accruals

(Decrease)/increase in warranty
provision

Increase/(decrease) in refund liabilities
from right of return
(Decrease)/increase in defined benefit
retirement plans obligation

Cash generated from operations

Six months ended

Year ended December 31, June 30,
Note 2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)
(14,414) 42,348 59,511 25,212 110,851
6(c) 19,279 17,416 17,858 8,799 10,467
6(c) 2,582 3,091 3,302 1,520 2,230
6(c) 214 206 206 100 37
6(c) 312 296 296 148 149
6(a) 17,164 19,754 17,357 8,070 7,895
17 (4,287) (9,206) (6,724) (155) (2,801)
18 (1,176) (1,233) - - -
5(b) 320 74 43 4 196
5(b) 83 41 (165) (430) (454)
5(b) 10,419 810 (8,209) 1,501 (3,686)
5(b) - - 131 - 677
5(b) - 4 - - (21,969)
25(f) - (1,326) - - -
35 - - 21,077 - -
6(c) (2,688) 1,825 450 607 (853)
6(c) 1,369 2,930 696 2,486 2,996
94 91 91 46 49
(2,617) (466) 11,497 584 5,168
26,654 76,655 117,417 48,492 110,952
(1,208) 1,019 (1,263) 6,015 (5,445)
(25,439)  (84,872) 8,318 78,078 (89,716)
11,020 (9,165)  (118,954)  (98,334)  (65,031)
(14,256) 4,510 (8,616) (2,615) 18,443
1,174 (157) (3,541) (2,509) 1,420
8,572 24,925 83,720 23,175 99,943
8,679 33,071 40,456 (468) 23,155
(1,305) 3,265 22,244 19,312 5,085
1,934 455 5,141 3,380 (2,304)
(76) (68) (76) (38) 7
15,749 49,638 144,846 74,488 96,509
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(d) Reconciliation of liabilities arising from financing activities

The table below details changes in the Group’s liabilities from financing activities, including
both cash and non-cash changes. Liabilities arising from financing activities are liabilities for which
cash flows were, or future cash flows will be, classified in the Group’s consolidated cash flow
statements as cash flows from financing activities.

Interest Lease
Bank loans payable liabilities Total

USD’000 USD’000 USD’000 USD’000
(Note 26) (Note 29) (Note 27)

At January 1, 2018 266,832 5,766 15,597 288,195

Changes from financing cash flows:

Proceeds from bank loans 618,788 - - 618,788

Repayment of bank loans (549,087) - - (549,087)
Capital element of lease rentals paid - - (1,654) (1,654)
Interest element of lease rentals paid - - (622) (622)
Interest paid - w) - M)
Total changes from financing cash flows 69,701 (21,103) (2,276) 46,322

Exchange adjustments (7,015) (84) (116) (7,215)
Other changes:

Increase in lease liabilities from entering

into new leases during the year - - 1,638 1,638

Interest expenses (Note 6(a)) - 16,789 622 17,411

Total other changes - 16,789 2,260 19,049

At December 31, 2018 and

January 1, 2019 329,518 1,368 15,465 346,351

Changes from financing cash flows:

Proceeds from bank loans 587,314 - - 587,314

Repayment of bank loans (557,388) - - (557,388)
Capital element of lease rentals paid - - (2,272) (2,272)
Interest element of lease rentals paid - - (611) (611)
Interest paid - (19,976) - (19,976)
Total changes from financing cash flows ﬂ M) w) ﬂ
Exchange adjustments (2,719) (10) (64) (2,793)
Other changes:

Increase in lease liabilities from entering

into new leases during the year - - 2,686 2,686

Interest expenses (Note 6(a)) - 19,748 611 20,359

Total other changes - 19,748 3,297 23,045

At December 31, 2019 and

January 1, 2020 356,725 1,130 15,815 373,670
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Interest Lease
Bank loans payable liabilities Total

USD’000 USD’000 USD’000 USD’000
(Note 26) (Note 29) (Note 27)

At January 1, 2020 356,725 1,130 15,815 373,670
Changes from financing cash flows:

Proceeds from bank loans 604,400 - - 604,400
Repayment of bank loans (638,445) - - (638,445)
Capital element of lease rentals paid - - 2,517) (2,517)
Interest element of lease rentals paid - - (603) (603)
Interest paid - (15,552) - (15,552)
Total changes from financing cash flows (34,045) (15,552) (3,120) (52,717)
Exchange adjustments ﬂ 92 ﬂ ﬂ
Other changes:

Increase in lease liabilities from entering

into new leases during the year - - 3,028 3,028

Interest expenses (Note 6(a)) - 17,392 603 17,995

Total other changes - 17,392 3,631 21,023

At December 31, 2020 and

January 1, 2021 337,861 3,062 16,678 357,601

Changes from financing cash flows:

Proceeds from bank loans 288,269 - - 288,269

Repayment of bank loans (223,546) - - (223,546)
Capital element of lease rentals paid - - (1,826) (1,826)
Interest element of lease rentals paid - - (120) (120)
Interest paid - (10,419) - (10,419)
Total changes from financing cash flows 64,723 (10,419) (1,946) 52,358

Exchange adjustments 1,970 10 (30) 1,950

Other changes:

Increase in lease liabilities from entering

into new leases during the period - - 1,411 1,411

Interest expenses (Note 6(a)) - 8,235 120 8,355

Total other changes - 8,235 1,531 9,766

At June 30, 2021 404,554 888 16,233 421,675
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(Unaudited)
At January 1, 2020

Changes from financing cash flows:
Proceeds from bank loans
Repayment of bank loans

Capital element of lease rentals paid
Interest element of lease rentals paid
Interest paid

Total changes from financing cash flows
Exchange adjustments

Other changes:

Increase in lease liabilities from entering
into new leases during the period
Interest expenses (Note 6(a))

Total other changes

At June 30, 2020

(e)

Total cash flow for leases

Interest Lease
Bank loans payable liabilities Total
USD’000 USD’000 USD’000 USD’000
(Note 26) (Note 29) (Note 27)

356,725 1,130 15,815 373,670
310,943 - - 310,943
(318,695) - - (318,695)

- - (1,076) (1,076)

- - (301) (301)

- (5,738) - (5,738)
(7,752) (5,738) (1,377) (14,867)
(2,542) (17) (7) (2,566)
_ - 1,514 1,514

- 8,008 301 8,309

- 8,008 1,815 9,823
346,431 3,383 16,246 366,060

Amounts included in the cash flow statement for leases comprise the following:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)
Within operating cash flows 846 922 1,022 458 928
Within financing cash flows 2,276 2,883 3,120 1,377 1,946
3,122 3,805 4,142 1,835 2,874

These amounts relate to the following:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)
Lease rentals paid 3,122 3,805 4,142 1,835 2,874
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0y

Net cash outflow arising from the acquisition of a subsidiary

On December 31, 2019, the Group acquired its interests in Nanjing Bovon (see Note 18). The

recognised amounts of assets acquired and liabilities at the date of acquisition of the subsidiary

comprise the following:

is as

Fair value on

date of
acquisition

USD’000
Cash 2,454
Financial assets at FVPL 1,886
Trade and bills receivables 15,447
Inventories 2,246
Properties, plants and equipment (Note 12) 1,274
Prepayments, deposits and other receivables 976
Other payables and accruals (10,026)
Identified net assets 14,257

Loss arising from remeasurement of the pre-existing 50% of equity interest of Nanjing Bovon

below:

USD’000
Fair value of pre-existing 50% of equity interest of Nanjing Bovon 5,802
Carrying amount of pre-existing 50% of equity interest of Nanjing
Bovon (7,129)
Loss arising from remeasurement of the pre-existing 50% of equity
interest of Nanjing Bovon (1,327)

Gains on business combination arising from the acquisition has been recognized as below:

USD’000
Consideration paid 5,802
Fair value of pre-existing 50% of equity interest of Nanjing Bovon 5,802
Loss arising from remeasurement of the pre-existing 50% of equity
interest of Nanjing Bovon 1,327
Less: fair value of identifiable net assets (14,257)
Gains on business combination 1,326
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Satisfied by:

USD’000
Cash consideration 5,784
Non-cash consideration 18
w
Analysis of the net cash inflow in respect of business combination:
USD’000
Total consideration paid in cash 5,784
Less: cash of subsidiary acquired %)
Net cash outflow on acquisition 3,330

The fair value of net identifiable assets of Nanjing Bovon is determined by the directors of the
Company with reference to the valuation performed by independent valuation firm on the acquisition
date.

From the date of acquisition to December 31, 2019, Nanjing Bovon contributed revenue of
USD nil and net gain of USD nil.

The consolidated revenue and loss for the year ended December 31, 2019 would have been
USD51,264,000 and USD348,000, respectively had the acquisition been completed as at January 1,
2019.

(g) Disposal of interests in subsidiaries
During the Relevant Periods, the Group disposed its interests in certain subsidiaries in the PRC.

Aggregate of assets and liabilities at the date of disposal over which control was lost:

Six months
ended June 30,

2019 2021
(Note i) (Notes ii&iii)
USD’000 USD’000
Properties, plants and equipment (Note 12) 9 118
Investment property (Note 14) - 1,231
Financial assets at FVPL 10,546 444
Interest in a subsidiary - 672
Cash 291 925
Prepayments, deposits and other receivables 1,964 12,054
Other payables and accruals (10,207) (2,184)
Non-controlling interests (1,015) (1,564)
Net assets disposed 1,588 11,696
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(Loss)/gains on disposal of interests in subsidiaries:

Six months
ended June 30,

2019 2021
USD’000 USD’000
Consideration 1,584 33,665
Net assets disposed of (1,588) (11,696)
(Loss)/gains on disposal of interests in
subsidiaries (Note 5(b)) 4) 21,969

Analysis of net cash in respect of the disposal of interests in subsidiaries is as follows:

Six months
ended June 30,

2019 2021
USD’000 USD’000
Consideration 1,584 33,665
Less: cash disposed of (291) (925)
Less: consideration not received (1,584) -
(Payment)/Proceeds received for disposal of
interests in subsidiaries (291) 32,740

Notes:

()

(i)

(iii)

Nanjing Yaoquan Investment Management Co., Ltd. is a wholly-owned subsidiary of Nanjing Suquan
Investment Co., Ltd., which is the subsidiary of the Company before December 28, 2018. On December 28,
2018, the Group has entered into an agreement with Mr. Xiao Jun, a minority shareholder of Nanjing Suquan
Investment Co., Ltd. Pursuant to the agreement, the Group agreed to dispose its 61% equity interest in Nanjing
Suquan Investment Co., Ltd. to Mr. Xiao Jun at a cash consideration of RMB10,921,300 (USD: 1,584,000
equivalent). The consideration was determined with reference to the valuation performed by independent
valuation firm.

On February 24, 2021, the Group has entered into an agreement with Chervon Management Services, which is
a related party wholly owned by Mr. Pan Longquan. Pursuant to the agreement, the Group agreed to transfer
85% equity interest in Nanjing Chervon International Trading Co., Ltd. to Chervon Management Services for
a cash consideration of RMB47,813,800 (USD7,351,000 equivalent). The consideration was determined with
reference to the valuation of Nanjing Chervon International Trading Co., Ltd. performed by independent
valuation firm.

On February 25, 2021, the Group has entered into an agreement with Chervon Management Services, which is
a related party wholly owned by Mr. Pan Longquan. Pursuant to the agreement, the Group agreed to transfer
100% equity interest in Nanjing Jiuhao Electromechanical Industry Co., Ltd. to Chervon Management Services
for a cash consideration of RMB171,160,100 (USD26,314,000 equivalent). The consideration was determined
with reference to the valuation of Nanjing Jiuhao Electromechanical Industry Co., Ltd. performed by
independent valuation firm. The registration of the transfer was completed on March 8, 2021, upon which
Nanjing Jiuhao Electromechanical Industry Co., Ltd. ceased to be the Group’s subsidiary.
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26 Bank loans

The maturity profile for the interest-bearing bank loans of the Group and the Company at the end
of each reporting period is as follows:

The Group
At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Short-term bank loans 293,591 326,007 288,227 348,593
Current portion of long-term
bank loans 22,640 11,551 2,232 47,239
Within 1 year or on demand 316,231 337,558 290,459 395,832
After 1 year but within 2 years 8,055 9,900 47,402 774
After 2 years but within 5 years 5,232 9,267 - 6,787
More than 5 years — — — 1,161
13,287 19,167 47,402 8,722
329,518 356,725 337,861 404,554

At the end of each reporting period, the bank loans were secured and guaranteed as follows:

The Group
At December 31, At June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Bank loans
— Secured 111,709 60,371 25,076 34,518
— Secured and guaranteed - 42,669 123,477 217,522
— Guaranteed 210,368 250,795 187,884 151,531
— Unsecured and unguaranteed 7,441 2,890 1,424 983
329,518 356,725 337,861 404,554
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Notes:

@) The Group’s bank loans were secured by certain assets of the Group. An analysis of the carrying value of these assets
is as follows:

At December 31, At June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Leasehold land (Note 13) 25,375 24,409 25,503 25,458
Plants and buildings (Note 12) 42,369 38,512 44,724 43,003
Investment properties (Note 14) - 1,091 959 -
Trade and bills receivables (Note 23) 42,579 49,936 92,175 101,314
Inventories (Note 22) 107,196 161,152 98,519 97,755
Intangible assets (Note 15) 2,347 2,050 1,754 1,605
Pledged deposits (Note 25(b)) 13,196 12,691 10,413 46,287
Other assets 6,251 8,667 6,801 5,243
239,313 298,508 280,848 320,665

(ii)  Certain bank facilities granted to the Group were guaranteed by Mr. Pan Longquan, the ultimate controlling
shareholder of the Group, Chervon Global Holdings Limited and pledged with the shares of Chervon Auto Precision
Technology held by Chervon Precision Technology Holdings Limited at December 31, 2018, 2019 and 2020 and June

30, 2021.
At December 31, At June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Guarantees and pledges to banks for
granting banking facilities 51,254 109,387 151,557 164,798

Pursuant to the agreements on August 18, 2021 and September 9, 2021, guarantees provided by Mr.
Pan Longquan and Chervon Global Holdings Limited have been released. Pursuant to the agreements on
September 9, 2021 and November 23, 2021, pledged shares of Chervon Auto Precision Technology held
by Chervon Precision Technology Holdings Limited have been released.
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27 Lease liabilities

At the end of the reporting periods, the lease liabilities were repayable as follows:

At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Within 1 year 1,653 2,122 3,161 3,361
After 1 year but within 2 years 1,325 2,037 2,642 3,049
After 2 years but within 5 years 3,693 4,172 4,704 4,345
After 5 years 8,794 7,484 6,171 5,478
13,812 13,693 13,517 12,872
15,465 15,815 16,678 16,233
28 Trade and bills payables
At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Trade payables 128,682 141,480 217,788 307,706
Bills payable 10,201 22,328 29,741 42,985
138,883 163,808 247,529 350,691

As of the end of the reporting period, the aging analysis of trade and bills payables, based on the
invoice date, is as follows:

At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Within 3 months 121,256 149,286 216,913 310,934
3 to 12 months 17,627 14,522 30,616 39,757
138,883 163,808 247,529 350,691

All of the trade and bills payables are expected to be settled within one year or repayable on demand.
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29 Other payables and accruals

The Group
At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Amounts due to related parties 5,949 15,198 8,251 2,441
Other payables and accrued charges 29,761 41,847 78,357 131,932
Salaries, wages, bonus and
benefits payable 15,657 18,157 31,726 14,086
Payables for purchase of properties,
plants and equipment 878 2,666 2,849 1,828
Interest payables 1,368 1,130 3,062 888
Other tax payables 2,231 8,052 5,256 5,877
Receipt in advance — lease
prepayment 655 841 636 509
56,499 87,891 130,137 157,561
The Company
At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Amounts due to subsidiaries 71 700 529 43,619
Other payables and accruals 813 114 355 282
884 814 884 43,901

All of the other payables and accruals are expected to be settled within one year or repayable
on demand.

Note: Other payables and accrued charges primarily comprise accruals for marketing and advertising fee, utility expenses,
service fee and other expenses.
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30 Income tax in the consolidated statements of financial position

(a) Current taxation in the consolidated statements of financial position represents:

At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
At the beginning of the
year/period 2,575 9,031 13,855 15,347
Provision for the year/period:
— PRC Corporate Income Tax (256) (787) (1,101) (5,025)
— Hong Kong Profits Tax - - (2,916) (7,856)
— Income tax for tax
jurisdictions outside PRC
and Hong Kong (598) (4,241) (5,869) (2,387)
Effect of withholding tax
on dividends - - (1,275) -
Over/(under)-provision in
respect of prior years 29 2) (152) 56
Tax paid:
— PRC Corporate Income Tax 4,299 7,604 5,891 7,397
— Hong Kong Profits Tax 1,237 26 200 4
— Income tax for tax
jurisdictions outside PRC
and Hong Kong 2,070 2,431 3,751 6
— Withholding tax — — 1,275 —
Exchange adjustment (325) (207) 1,688 296
At the end of the year/period 9,031 13,855 15,347 7,838
Represented by:
Taxation recoverable 11,402 17,764 21,975 22,907
Taxation payable (2,371) (3,909) (6,628) (15,069)
9,031 13,855 15,347 7,838
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(i) The components of deferred tax liabilities recognized in the consolidated statements of
financial position and the movements during the years ended December 31, 2018, 2019
and 2020 and the six months ended June 30, 2021 are as follows:

Fair value change
of financial assets

Depreciation at FVPL and
of properties, derivative
plants, and financial Undistributed
equipment  Properties instruments profits Total
USD’000 USD’000 USD’000 USD’000 USD’000
At January 1, 2018 - (442) (2,202) (1,505) (4,149)
Recognized in profit or loss (472) 145 465 - 138
Effect of withholding tax on dividends - - - (344) (344)
Exchange adjustment 16 16 43 84 159
At December 31, 2018 and
January 1, 2019 (456) (281) (1,694) (1,765) (4,196)
Recognized in profit or loss (819) 140 386 - (293)
Effect of withholding tax on dividends - - - (861) (861)
Exchange adjustment 17 3 6 39 65
At December 31, 2019 and
January 1, 2020 (1,258) (138) (1,302) (2,587) (5,285)
Recognized in profit or loss (580) 140 (1,364) - (1,804)
Effect of withholding tax on dividends - - - (1,503) (1,503)
Exchange adjustment (120 (2) (52) (263) (437
At December 31, 2020 and
January 1, 2021 (1,958) - (2,718) (4,353) (9,029
Recognized in profit or loss (94) - 424 - 330
Effect of withholding tax on dividends - - - (2,239) (2,239)
Exchange adjustment (20 - 9) (45) (74)
At June 30, 2021 (2,072) (2,303) (6,637) (11,012)
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(iii)) Reconciliation to the consolidated statements of financial position:

At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Net deferred tax assets

recognized in the

consolidated statements of

financial position 21,415 21,217 24,178 21,480
Net deferred tax liabilities

recognized in the

consolidated statements of

financial position (4,196) (5,285) (9,029) (11,012)

17,219 15,932 15,149 10,468

(¢) Deferred tax assets not recognized

In accordance with the accounting policy set out in Note 2(t), the Group did not recognize
deferred tax assets of USDI1,750,000, USD3,395,000, USD5,311,000 and USD6,478,000,
respectively, in respect of cumulative tax losses USD7,111,000, USD13,626,000, USD21,427,000,
and USD26,622,000 as at December 31, 2018, 2019 and 2020 and June 30, 2021 respectively. It was
not probable that future taxable profits against which the losses can be utilized will be available in
the relevant tax jurisdiction and entities.

(d) Deferred tax liabilities not recognized

At December 31, 2018, 2019 and 2020 and June 30, 2021, the Group did not recognize deferred
tax liabilities of USD774,000, USD2,825,000, USD5,574,000, and USD5,812,000, respectively, in
respect of distributable profits of the Group’s subsidiaries amounted to USD2,866,000,
USD10,465,000, USD20,646,000, and USD21,526,000, respectively. Although the Group expects to
distribute profit after listing, the distributable profits will be principally contributed by the operation
profits of its PRC and Hong Kong subsidiaries. As the Group controls the timing of the reversal of
temporary differences associated with undistributed profits of its subsidiaries and it has been
determined that it is probable that certain portion of the undistributed profits earned by the Group’s
subsidiaries will not be distributed in the foreseeable future, therefore no deferred tax liabilities
arisen from above mentioned undistributed profits not probable to be distributed in the foreseeable
future was recognized as at December 31, 2018, 2019 and 2020 and June 30, 2021.
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31 Warranty provision

Total
USD’000
At January 1, 2018 21,704
Provision in the year 9,900
Utilization of provision (11,205)
Exchange adjustment (&)
At December 31, 2018 and January 1, 2019 20,394
Provision in the year 22,056
Utilization of provision (18,791)
Exchange adjustment (19)
At December 31, 2019 and January 1, 2020 23,640
Provision in the year 38,624
Utilization of provision (16,380)
Exchange adjustment 66
At December 31, 2020 and January 1, 2021 45,950
Provision in the six-month period 11,660
Utilization of provision (6,575)
Exchange adjustment 24)
At June 30, 2021 51,011
Reconciliation to the consolidated statements of financial position:
At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

Warranty provision — current 7,273 8,394 15,175 18,796
Warranty provision — non-current 13,121 15,246 30,775 32,215
20,394 23,640 45,950 51,011

Under the terms of the Group’s sales agreements, the Group will rectify any product defects arising
within two or three years of the date of sale. The warranty provision represents management’s best
estimate of the Group’s service commitments arising from products sold, based on past claims.
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32 Refund liabilities from right of return

Total

USD’000
At January 1, 2018 688
Provision in the year 12,507
Utilization of provision (10,573)
At December 31, 2018 and January 1, 2019 2,622
Provision in the year 17,936
Utilization of provision (17,481)
At December 31, 2019 and January 1, 2020 3,077
Provision in the year 28,883
Utilization of provision (23,742)
At December 31, 2020 and January 1, 2021 8,218
Provision in the six-month period 2,193
Utilization of provision (4,497)
At June 30, 2021 5,914

Under the terms of the Group’s sales agreements, the Group will rectify any product return arising
within six months of the date of sale. The refund liabilities represent management’s best estimate of the
Group’s service commitments arising from products sold, based on past experiences.

33 Deferred income

As at December 31, 2018, 2019 and 2020 and June 30, 2021, deferred income represented
unamortized conditional government grants amounting to USD4,131,000, USD3,974,000 and
USD4,152,000 and USD4,145,000, for land levelling compensation.
34 Employee retirement benefits

(a) Defined benefit retirement plans obligation

The Group has defined benefit retirement plans (“Plans”) for its employees in the German
subsidiaries.

The Group provides pension benefits for those employees who retire in the form of life-long
annuities. These are in-line with usual German market practice and do not constitute any unusual or
company-specific risks or require any specific regulatory framework to be taken into account. The
costs of the Plans are solely funded by the Group.
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The calculation is performed by qualified staff of Kern Mauch & Kollegen GmbH, an
independent actuarial firm. The actuarial valuations of the defined benefit retirement obligation were
performed in accordance with HKAS 19 “Employee Benefits” by actuaries using the projected unit
credit method in the Relevant Periods.

(i) The amounts recognized in the consolidated statement of financial position are as
follows:

At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Present value of defined
benefit retirement plans

obligation 922 921 972 956

(ii) Movements in the present value of the defined benefit retirement plans obligation:

At
At December 31, June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000

At the beginning of the

year/period 1,021 922 921 972
Remeasurements effect

recognized in other

comprehensive income

— Actuarial loss 19 86 39 25
— Exchange adjustment (42) (19) 88 (48)

998 989 1,048 949
Benefits paid by the plans 92) (84) (85) -
Current service cost 2 2 2 1
Interest cost 14 14 7 _6

At the end of the
year/period 922 921 972

Nel
W
@)}
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(iii) Amounts recognized in the consolidated statement of profit or loss and other
comprehensive income are as follows:

At December 31, At June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000

Current service cost 2 2 2 1
Interest on defined benefit

retirement plans obligation 14 14 7 6
Total amounts recognized

in profit or loss (Note 6(b)) 16 16 9 7
Actuarial loss 19 86 39 25
Exchange adjustment (42) (19) 88 (48)
Total amounts recognized

in other comprehensive

income (23) 67 127 (23)
Total defined benefit costs 7 83 136 (16)

(iv) The current service cost and the interest on defined retirement obligation are recognized
in the following line items in the consolidated statement of profit or loss:

At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

[@))
—_
(@)}

Cost of sales 1 9 7
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(v) Significant actuarial assumptions (expressed as weighted averages) and sensitivity
analysis are as follows:

At
At December 31, June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000
Discount rate 1.40% 1.61% 0.75% 0.26%
Rate of pension increase 1% 1% 1% 1%
Death rate RT 2018 G RT 2018 G RT 2018 G  RT 2018 G
Retirement age age 65 age 65 age 65 age 65
Staff turnover 0.00% 0.00% 0.00% 0.00%

The below analysis shows how the defined benefit obligation would have increased/(decreased)
as a result of 20% change in the discount rate:

At December 31, At June 30,
2018 2019 2020 2021

Increase Decrease Increase Decrease Increase Decrease Increase Decrease
in 20% in 20% in 20% in 20% in 20% in 20% in 20% in 20%
USD’000 USD’000 USD’000 USD’000 USD’000 USD’000 USD’000 USD’000

Discount
rate (17) 17 (17) 17 (15) 16 (16) 16

The above sensitivity analysis is based on the assumption that changes in actuarial assumptions
are not correlated and therefore it does not take into account the correlations between the actuarial
assumptions.

(b) Defined contribution retirement plans

Pursuant to the relevant labor rules and regulations in the PRC, the PRC subsidiaries of the
Group participate in defined contribution retirement plans (the “Schemes”) organized by the local
authorities whereby the entities are required to make contributions to the Schemes based on a
percentage of the eligible employees’ salaries during the years ended December 31, 2018, 2019 and
2020 and the six months ended June 30, 2021. Contributions to the Schemes vest immediately. Under
the Schemes, retirement benefits of existing and retired employees are payable by the relevant
scheme administrators and the Group has no further obligations beyond the annual contributions.

The Group’s subsidiaries in jurisdictions other than the PRC, make contributions to local

retirement schemes pursuant to the relevant labor rules and regulations in the jurisdiction in which
such subsidiary located.
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35 Equity settled share-based transactions

Pursuant to a resolution of the board of directors of the Company passed on December 30, 2020, a
Share Incentive Scheme (“Share Incentive Scheme”) was adopted for purpose of providing incentives to
the qualified employees of the Group. The Share Incentive Scheme granted to qualified employees of the
Group for the right to subscribe a total of 11,670,500 ordinary shares of the Company (the “Share
Awards”). As there is no service condition of the Share Incentive Scheme, the Share Awards were fully
vested on December 30, 2020.

Under the Share Incentive Scheme, the Share Awards were granted to 429 employees of the Group
through 12 shareholding platforms at a price of HKD4.7529 (equivalent to USD0.6093) per share.

Fair value of shares granted
The fair value of the Share Awards granted was calculated based on the fair value of underlying
ordinary shares as at the grant date. The directors have used the income approach to determine the

fair value of the underlying shares of the Company.

Grant date Grant date fair value

December 30, 2020 RMB185,093,000

Share-based payment expense of RMB138,358,000 (USD21,077,000 equivalent) is recognized
as staff costs (Note 6(b)) in the consolidated statements of profit or loss for the year ended
December 31, 2020.

The discounted cash flow derived by management considered the Group’s future business plan,
specific business and financial risks, the stage of development of the Group’s operations and
economic and competitive elements affecting the Group’s business, industry and market. The
discount rates used for the grant date fair value were 13.56%.

The directors estimated the risk-free interest rate based on the yield of Chinese government

bonds with maturity of 30 years. Weighted average cost of capital was estimated based on selected
comparable companies.
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36 Capital, reserves and dividends
(a) Movement in components of equity
The reconciliation between the opening and closing balances of each component of the Group’s
consolidated equity is set out in the consolidated statements of changes in equity. Details of the
changes in the Company’s individual components of equity between the beginning and the end of

each reporting period are set out below:

The Company

Reserves
Share Other Retained
Note capital reserve profits Total

USD’000 USD’000 USD’000 USD’000
At January 1, 2018 50,279 - 144,337 194,616
Changes in equity for 2018:
Profit and total comprehensive
income for the year - — 10,442 10,442
Appropriation of dividends 36(b) - - (4,500) (4,500)
Balance at December 31, 2018
and January 1, 2019 50,279 - 150,279 200,558
Change in equity for 2019:
Profit and total comprehensive
income for the year - - 8,774 8,774
Balance at December 31, 2019
and January 1, 2020 50,279 - 159,053 209,332
Changes in equity for 2020:
Profit and total comprehensive
income for the year - - 4,186 4,186
Equity settled share-based
transactions 35 - 21,077 - 21,077
Appropriation of dividends 36(b) - - (3,691) (3,691)
Balance at December 31, 2020
and January 1, 2021 50,279 21,077 159,548 230,904
Changes in equity for the six
months ended June 30, 2021:
Loss and total comprehensive
income for the six-month period - - (2,018) (2,018)
Issuance of ordinary shares 7,856 - - 7,856
Appropriation of dividends 36(b) - - (15,000) (15,000)
Balance at June 30, 2021 58,135 21,077 142,530 221,742
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(b) Dividends

Dividends payable to equity shareholders of the Company attributable to the previous financial
years, declared and approved during the years ended December 31, 2018, 2019 and 2020 and the six
months ended June 30, 2020 and 2021 is as follow:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)
Dividends in respect of
previous financial years
declared and approved 4,500 - 3,691 - 15,000

On December 1, 2018, July 1, 2020 and January 31, 2021, the directors of the Company
approved a dividend of USD4,500,000, USD3,691,000 and USD15,000,000, respectively.

(¢) Share capital

Number of

Note Shares HKD’000 USD’000
Ordinary shares, issued and fully paid:
At January 1, 2018, December 31, 2018,
December 31, 2019, December 31, 2020
and January 1, 2021 390,000,000 390,000 50,279
Issuance of ordinary shares under
right issues (i) 5,844,911 5,845 749
Issuance of ordinary shares under the
Share Incentive Scheme (Note 35) 11,670,500 55,435 7,107
At June 30, 2021 407,515,411 451,280 58,135
Note:

(1) Pursuant to a written resolution dated March 17, 2021, the Company issued and allotted a total of 5,844,911
shares by way of rights issue at the subscription price of HKD1.00 to the shareholders.

In accordance with section 135 of the Hong Kong Companies Ordinance, the ordinary shares
of the Company do not have a par value.

The holders of ordinary shares are entitled to receive dividends as declared from time to time

and are entitled to one vote per share at meetings of the Company. All ordinary shares rank equally
with regard to the Company’s residual assets.
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(d) Nature and purpose of reserves

(i) Other reserve

Other reserve primarily represented the portion of the grant date fair value of shares
granted by the Share Incentive Scheme to the directors and employees of the Group that has
been recognized in accordance with the accounting policy adopted for share-based payments in
Note 2(s)(iv).

(ii) PRC statutory reserve

Statutory reserve is established in accordance with the relevant PRC rules and regulations
and the articles of association of the companies comprising the Group which are incorporated
in the PRC.

In accordance with the PRC Company Law, certain subsidiaries of the Group which are
domestic enterprises are required to allocate 10% of their profit after tax, as determined in
accordance with the relevant PRC accounting standards, to their respective statutory reserves
until the reserves reach 50% of their respective registered capital. For the entity concerned,
statutory reserves can be used to make good previous years’ losses, if any, and may be
converted into capital in proportion to the existing equity interests of investors, provided that
the balance of the reserve after such conversion is not less than 25% of the entity’s registered
capital.

(iii) Exchange reserve

The exchange reserve comprises all foreign exchange differences arising from the
translation of the financial statements of operations with functional currency other than USD.
The reserve is dealt with in accordance with the accounting policy as set out in Note 2(x).

(e) Capital management

The Group’s primary objectives when managing capital are to safeguard the Group’s ability to
continue as a going concern, so that it can continue to provide returns for shareholders and benefits
for other stakeholders, by pricing products and services commensurately with the level of risk and
by securing access to finance at a reasonable cost.

The Group actively and regularly reviews and manages its capital structure to maintaining a
balance between the higher shareholders returns that might be possible with higher levels of
borrowings and the advantages and security afforded by a sound capital position, and makes
adjustments to the capital structure in light of changes in economic conditions.

The Group monitors its capital structure on the basis of a net gearing ratio. For this purpose,
the Group defines net debt as total current and non-current bank loans and lease liabilities less cash
and cash equivalents and pledged deposits. The Group defines capital as including all components
of equity.
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The Group’s net debt to capital ratio as at December 31, 2018, 2019 and 2020 and June 30,
2021 are as follows:

At December 31, At June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Current liabilities:
Bank loans 316,231 337,558 290,459 395,832
Lease liabilities 1,653 2,122 3,161 3,361
317,884 339,680 293,620 399,193
Non-current liabilities:
Bank loans 13,287 19,167 47,402 8,722
Lease liabilities 13,812 13,693 13,517 12,872
Total borrowings 27,099 32,860 60,919 21,594
Less: Cash and cash
equivalents (73,266) (94,064) (166,937) (238,582)
Pledged deposits (24,713) (23,193) (22,172) (63,491)
Net debt 247,004 255,283 165,430 118,714
Total equity 167,115 200,838 284,024 338,922
Net debt to capital ratio 148% 127% 58% 35%

37 Financial risk management and fair values of financial instruments

Exposure to credit, liquidity, interest rate and currency risks arises in the normal course of the
Group’s business.

The Group’s exposure to these risks and financial risk management policies and practices used by

the Group to manage these risks are described below:
(a) Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations
resulting in a financial loss to the Group. The Group’s credit risk is primarily attributable to trade
and other receivables. The Group’s exposure to credit risk arising from cash and cash equivalents,
pledged deposits and bills receivable is limited because the counterparties are reputable financial
institutions with high credit standing, for which the Group considers to have low credit risk.
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Except for the financial guarantees given by the Group as set out in Note 39, the Group does
not provide any other guarantees which would expose the Group to credit risk. The maximum
exposure to credit risk in respect of these financial guarantees at the end of the reporting period is
disclosed in Note 39.

Trade receivables

The Group has established a credit risk management policy under which individual credit
evaluations are performed on all customers requiring credit over a certain amount. These evaluations
focus on the customer’s past history of making payments when due and current ability to pay and
take into account information specific to the customer as well as pertaining to the economic
environment in which the customer operates. Trade receivables are due within 30 to 180 days from
the date of billing. Normally, the Group does not obtain collateral from customers.

The Group has no significant concentration of credit risk in industries or countries in which the
customers operate. Significant concentrations of credit risk primarily arise when the Group has
significant exposure to individual customers. As at December 31, 2018, 2019 and 2020 and June 30,
2021, 11%, 11%, 36% and 39% of the total trade receivables was due from the Group’s largest
customer and 49%, 52%, 67% and 66% was due from the Group’s five largest customers respectively.

The Group measures loss allowances for trade receivables at an amount equal to lifetime ECLs,
which is calculated using a provision matrix. As the Group’s historical credit loss experience does
not indicate significantly different loss patterns for different customer segments, the loss allowance
based on past due status is not further distinguished between the Group’s different customer bases.

The following table provides information about the Group’s exposure to credit risk and ECLs

for trade receivables at the end of each reporting period:

At December 31, 2018

Gross
Expected carrying Loss
loss rate amount allowance
% USD’000 USD’000
Current (not past due) 0.85% 96,095 (817)
Less than 3 months past due 1.13% 9,405 (106)
More than 3 months but less than
12 months past due 4.80% 7,458 (358)
More than 12 months but less than
24 months past due 10.45% 4,651 (486)
More than 24 months but less than
36 months past due 34.18% 863 (295)
More than 36 months past due 100.00% 123 (123)
118,595 (2,185)
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At December 31, 2019

Gross
Expected carrying Loss
loss rate amount allowance
% USD’000 USD’000
Current (not past due) 1.08% 103,102 (1,114)
Less than 3 months past due 1.17% 9,440 (110)
More than 3 months but less than
12 months past due 5.20% 3,805 (198)
More than 12 months but less than
24 months past due 10.60% 962 (102)
More than 24 months but less than
36 months past due 39.86% 567 (226)
More than 36 months past due 100.00% 489 (489)
118,365 (2,239)
At December 31, 2020
Gross
Expected carrying Loss
loss rate amount allowance
% USD’000 USD’000
Current (not past due) 1.05% 137,947 (1,446)
Less than 3 months past due 1.09% 24,555 (267)
More than 3 months but less than
12 months past due 3.84% 3,337 (128)
More than 12 months but less than
24 months past due 10.21% 519 (53)
More than 24 months but less than
36 months past due 26.67% 15 4)
More than 36 months past due 100.00% 254 (254)
166,627 (2,152)
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At June 30, 2021

Gross
Expected carrying Loss
loss rate amount allowance
% USD’000 USD’000
Current (not past due) 1.06% 165,897 (1,754)
Less than 3 months past due 1.10% 14,300 (158)
More than 3 months but less than
12 months past due 4.51% 4,387 (198)
More than 12 months but less than
24 months past due 13.58% 589 (80)
More than 24 months but less than
36 months past due 22.16% 167 (37)
More than 36 months past due 100.00% 247 (247)
185,587 (2,474)

Expected loss rates are based on actual loss experience over the past years. These rates are
adjusted to reflect differences between economic conditions during the period over which the historic
data has been collected, current conditions and the Group’s view of economic conditions over the

expected lives of the receivables.

Movement in the loss allowance in respect of trade receivables during the Relevant Periods is

as follows:
At December 31, At June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000

At the beginning of the
year/period 5,069 2,185 2,239 2,152
Impairment loss recognized (2,702) 1,259 (103) 321
Amounts written off during the
year/period (90) (1,184) (63) -
Exchange adjustment 92) 21) 79 1
At the end of the year/period 2,185 2,239 2,152 2,474
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The following significant changes in the gross carrying amounts of trade receivables
contributed to the change in the loss allowance during the years ended December 31, 2018, 2019 and
2020 and the six months ended June 30, 2021:

- origination of new trade receivables net of those settled resulted in a decrease of
USD2,702,000, an increase in loss allowance of USDI1,259,000, a decrease of
USD103,000 and an increase of USD321,000, respectively.

- a write-off of trade receivables with a gross carrying amount of USD90,000
USD1,184,000, USD63,000 and USD nil resulted in a decrease in loss allowance,
respectively.

(b) Liquidity risk

Individual operating entities within the Group are responsible for their own cash management,
including the short-term investment of cash surpluses and the raising of loans to cover expected cash
demands, subject to approval by the parent company’s board when the borrowings exceed certain
predetermined levels of authority. The Group’s policy is to regularly monitor its liquidity
requirements and its compliance with lending covenants to ensure that it maintains sufficient
reserves of cash and adequate committed lines of funding from major financial institutions to meet
its liquidity requirements in the short and longer term.

The following tables show the remaining contractual maturities at the end of each reporting
period of the Group’s financial liabilities, which are based on contractual undiscounted cash flows
(including interest payments computed using contractual rates or, if floating, based on rates current
at the reporting date) and the earliest date the Group can be required to pay:

At December 31, 2018

Within More than More than Carrying

1 year 1 year but 2 years but amount at
or on less than  less than  More than December 31,
demand 2 years 5 years 5 years Total 2018

USD’000 USD’000 USD 000 USD’000  USD’000 USD 000

Bank loans 324,746 8,576 5,397 - 338,719 329,518

Lease liabilities 1,922 1,540 4,293 9,956 17,711 15,465

Trade and bills payables 138,883 - - - 138,883 138,883

Other payables and accruals 56,499 - - - 56,499 56,499

Refund liabilities from right of

return 2,622 - - - 2,622 2,622
524,672 10,116 9,690 9,956 554,434 542,987

Financial guarantees issued:
Maximum amount guaranteed
(Note 39) 874 - - - 874 -

Derivatives settled gross:

Foreign currency forward and

option contracts (Note 21)
— outflow (136,837) - - - (136,837) -
— inflow 140,050 - - - 140,050 -
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Bank loans

Lease liabilities

Trade and bills payables

Other payables and accruals
Refund liabilities from right of
return

Financial guarantees issued:
Maximum amount guaranteed
(Note 39)

Derivatives settled gross:
Foreign currency forward and
option contracts (Note 21)

- outflow

— inflow

Bank loans

Lease liabilities

Trade and bills payables

Other payables and accruals
Refund liabilities from right of
return

Financial guarantees issued:
Maximum amount guaranteed
(Note 39)

Derivatives settled gross:
Foreign currency forward and
option contracts (Note 21)

- outflow

— inflow

At December 31, 2019

More than More than Carrying
Within 1 1 year but 2 years but amount at
year or on less than 2 less than 5 More than December 31,
demand years years 5 years Total 2019
USD’000 USD’000 USD’000 USD’000  USD’000 USD’000
346,758 10,666 9,312 - 366,736 356,725
2,511 2,349 5,178 8,343 18,381 15,815
163,808 - - - 163,808 163,808
87,891 - - - 87,891 87,891
3,077 - - - 3,077 3,077
604,045 13,015 14,490 8,343 639,893 627,316
1,003 - - - 1,003 -
(136,322) - - - (136,322) -
136,660 - - - 136,660 -
At December 31, 2020
More than More than Carrying
Within 1 1 year but 2 years but amount at
year or on less than 2 less than 5 More than December 31,
demand years years 5 years Total 2020
USD’000 USD’000 USD’000 USD’000  USD’000 USD’000
298,219 47,690 - - 345,909 337,861
3,752 3,086 5,636 6,777 19,251 16,678
247,529 - - - 247,529 247,529
130,137 - - - 130,137 130,137
8,218 - - - 8,218 8,218
687,855 50,776 5,636 6,777 751,044 740,423
9,808 - - - 9,808 -
(231,113) - - - (231,113) -
225,575 - - - 225,575 -
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At June 30, 2021

More than More than
Within 1 year but 2 years but Carrying
1 year or  less than less than  More than amount at
on demand 2 years 5 years 5 years Total June 30, 2021

USD’000 USD’000 USD’000 USD’000  USD’000 USD’000

Bank loans 402,788 1,181 7,542 1,189 412,700 404,554

Lease liabilities 3,361 3,049 4,345 5,478 16,233 16,233

Trade and bills payables 350,691 - - - 350,691 350,691

Other payables and accruals 157,561 - - - 157,561 157,561

Refund liabilities from right

of return 5,914 - - - 5914 5,914
920,315 4,230 11,887 6,667 943,099 934,953

Financial guarantees issued:
Maximum amount guaranteed
(Note 39) 9,907 - - - 9,907 -

Derivatives settled gross:

Foreign currency forward and

option contracts (Note 21)
- outflow (204,910) - - (204,910) -
— inflow 202,421 - - - 202,421 -

(c¢) Interest rate risk

The Group’s interest rate risk arises primarily from short-term and long-term borrowings.
Borrowings issued at variable rates and at fixed rates expose the Group to cash flow interest rate risk
and fair value interest rate risk respectively. The Group’s interest rate profile as monitored by
management is set out in (i) below:

(i) Interest rate profile

The following table details the interest rate profile of the Group’s total borrowings as at
the end of each reporting period:

At December 31, At June 30,
2018 2019 2020 2021
Effective Effective Effective Effective
Interest Interest Interest Interest
rate Amount rate Amount rate Amount rate Amount

% USD’000 % USD’000 % USD’000 % USD’000
Fixed rate borrowings:

3.6850%- 3.2625%- 1.4073%- 1.5000%-
Bank loans 9.1700% 186,487 9.4865% 231,083 6.6000% 76,911 4.9000% 296,841
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(d)

At December 31, At June 30,
2018 2019 2020 2021
Effective Effective Effective Effective
Interest Interest Interest Interest
rate Amount rate Amount rate Amount rate Amount

% USD’000 % USD’000 % USD’000 % USD’000

Variable rate borrowings:

1.9000%- 2.2000%- 1.6439%- 0.7000%-
Bank loans 5.7600% 143,031 6.6000% 125,642 3.3939% 260,950 5.1450% 107,713
Total borrowings 329,518 356,725 337,861 404,554
Fixed rate borrowings as a
percentage of total
borrowings 57% 65% 23% 73%

(ii) Sensitivity analysis

It is estimated that a general increase/decrease of 100 basis points in interest rates, with
all other variables held constant, would have increased/decreased the Group’s loss after
taxation and decreased/increased retained profits by approximately USD1,066,000 as at
December 31, 2018 and decreased/increased the Group’s profit after taxation and retained
profits by approximately USD936,000, USD1,944,000 and USD802,000 in response to the
general increase or decrease in interest rates as at December 31, 2019 and 2020 and June 30,
2021.

The sensitivity analysis above indicates the annualised impact on the Group’s interest
expense that would arise assuming that the change in interest rates had occurred at the end of
the reporting period and had been applied to floating rate instruments which expose the Group
to cash flow interest rate risk at that date. The analysis is performed on the same basis as 2018.

The sensitivity analysis above indicates the instantaneous change in the Group’s
(loss)/profit after taxation (and retained profits) that would arise assuming that the change in
interest rates had occurred at the end of each reporting period and had been applied to floating
rate non-derivative instruments held by the Group, which expose the Group to cash flow
interest rate risk. The impact on the Group’s (loss)/profit after taxation (and retained profits)
is estimated as an annualized impact on interest expense of such a change in interest rates.
Fixed rate financial instruments are excluded for the above analysis. The analysis is performed
on the same basis during the Relevant Periods.

Currency risk

The Group is exposed to currency risk primarily through sales, purchase and borrowings which

give rise to receivables, payables, cash balances and bank loans that are denominated in a currency

other than the functional currency of the operations to which the transactions relate. The currencies

giving rise to this risk are primarily USD.
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(i)  Exposure to currency risk

The following table details the Group’s exposure as at December 31, 2018, 2019 and 2020
and June 30, 2021 to currency risk arising from the recognized assets or liabilities denominated

in a currency other than the functional currency of the entity to which they relate. For

presentation purpose, the amounts of exposure are shown in USD translated using the spot rate

of the end of each reporting period. Differences resulting from the translation of the financial

statements of the Group’s subsidiaries with functional currency other than USD into the

Group’s presentation currency are excluded.

As the HKD is pegged to the USD, the group considers the risk of movements in
exchange rates between the HKD and the USD to be insignificant.

USD

Cash and cash equivalents
Trade and bills receivables
Bank loans

Trade and bills payables
Other payables and accruals

Gross exposure arising from
recognized assets and
liabilities

Notional amounts of
forward exchange contracts
and foreign currency option
contracts used as economic
hedges

Net exposure arising from
recognized assets and
liabilities

At December 31, At June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
30,069 30,783 63,925 59,984
148,318 218,921 209,209 220,583
(99,068) (101,126) (53,323) (82,311)
(10,041) (3,595) (3,714) (7,345)
- - (96) (105)
69,278 144,983 216,001 190,806
(56,812) (24,700) (87,000) (77,100)
12,466 120,283 129,001
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EUR

Cash and cash equivalents
Trade and bills receivables

Trade and bills payables

Other payables and accruals

Gross exposure arising from

recognized assets and

liabilities

Notional amounts of

forward exchange contracts
and foreign currency option
contracts used as economic

hedges

Net exposure arising from

recognized assets and

liabilities

(ii) Sensitivity analysis

At December 31, At June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
711 4,372 3,997 11,461
25,131 36,028 37,485 58,460
(6,074) (3,443) (13,682) (19,162)
- (441) (445) -
19,768 36,516 27,355 50,759
(4,802) (2,017) (19,592) (11,672)
14,966 34,499 7,763 39,087

The following table indicates the instantaneous change in the Group’s (loss)/profit after
taxation (and retained profits) that would arise if foreign exchange rates to which the Group has
significant exposure at the end of each reporting period had changed at that date, assuming all
other risk variables remained constant.

Six months ended

2019 2020 June 30, 2021
Increase/ Effect on Increase/ Effect on Increase/ Effect on Increase/ Effect on
(decrease) loss after (decrease) profit after (decrease) profit after (decrease) profit after
in foreign  taxation and  in foreign  taxation and  in foreign  taxation and  in foreign  taxation and
exchange retained exchange retained exchange retained exchange retained
rates profits rates profits rates profits rates profits
% USD’000 % USD’000 % USD'000 % USD'000
USD 1% 93 1% 902 1% 968 1% 853
(1%) 93) (1%) (902) (1%) (968) (1%) (853)
EUR 1% 111 1% 255 1% 51 1% 289
(1%) (111) (1%) (255) (1%) (57) (1%) (289)
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(e)

Results of the analysis as presented in the above table represent an aggregation of the
instantaneous effects on each of the Group subsidiaries’ profit after tax and equity measured
in the respective functional currencies, translated into USD at the exchange rate ruling at the
end of each reporting period for presentation purpose.

The sensitivity analysis assumes that the change in foreign exchange rates had been
applied to re-measure those financial instruments held by the Group which expose the Group
to foreign currency risk as at December 31, 2018, 2019 and 2020 and June 30, 2021, including
inter-company payables and receivables within the Group which are denominated in a currency
other than the functional currencies of the lender or the borrower. The analysis excludes
differences that would result from the translation of the financial statements of entities whose
functional currency is not USD. The analysis is performed on the same basis for the years
ended December 31, 2018, 2019 and 2020 and the six months ended June 30, 2021.

Fair value measurement
Fair value hierarchy

The following table presents the fair value of the Group’s financial instruments measured
at the end of each reporting period on a recurring basis, categorized into the three-level fair
value hierarchy as defined in HKFRS 13, Fair value measurement. The level into which a fair
value measurement is classified is determined with reference to the observability and
significance of the inputs used in the valuation technique as follows:

— Level 1 valuations:  Fair value measured using only Level 1 inputs i.e. unadjusted
quoted prices in active markets for identical assets or
liabilities at the measurement date;

— Level 2 valuations:  Fair value measured using Level 2 inputs i.e. observable
inputs which fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are inputs for which

market data are not available;

— Level 3 valuations:  Fair value measured using significant unobservable inputs.
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Analysis

on fair value measurement of derivative financial

December 31, 2018, 2019 and 2020 and June 30, 2021 are as follows:

Recurring fair value

measurement

Financial assets at FVPL

Unlisted units in
investment funds
Insurance product
Structured deposits and
wealth management
products

Trading securities

Derivative financial

instruments

Foreign currency forward
contracts

Foreign currency option
contracts

Interest rate swap contracts
Copper commodity swap
contracts

Trade receivables

Fair value at
December 31,

Fair value measurement at December 31,

instruments as

at

2018 2018 categorized into
USD’000 Level 1 Level 2 Level 3
15,236 - - 15,236
5,482 - - 5,482
2,798 - - 2,798
9,582 9,582 - -
(2,381) - (2,381) -
(746) - (746) -
(19) - (19) -
(67) - (67) -
3,011 - - 3,011

- I-112 -



APPENDIX 1

ACCOUNTANTS’ REPORT

Recurring fair value
measurement

Financial assets at FVPL

— Unlisted units in
investment funds

— Insurance product

— Structured deposits and
wealth management
products

— Trading securities

Derivative financial

instruments

— Foreign currency forward
contracts

— Foreign currency option
contracts

Trade receivables

Recurring fair value
measurement

Financial assets at FVPL

— Unlisted units in
investment funds

— Insurance product

— Structured deposits and
wealth management
products

Derivative financial

instruments

— Foreign currency forward
contracts

— Foreign currency option
contracts

Trade receivables

Fair value at
December 31,

Fair value measurement at December 31,

2019 2019 categorized into
USD’000 Level 1 Level 2 Level 3
11,604 - - 11,604
5,663 - - 5,663
3,584 - - 3,584
11 11 - -
(215) - (215) -
(123) - (123) -
14,800 - - 14,800

Fair value at
December 31,

Fair value measurement at December 31,

2020 2020 categorized into
USD’000 Level 1 Level 2 Level 3
5 - - 5
5,844 - - 5,844
5,372 - - 5,372
5,505 - 5,505 -
33 - 33 -
85,147 - - 85,147

—I-113 -




APPENDIX 1 ACCOUNTANTS’ REPORT

Fair value at

June 30, Fair value measurement at June 30, 2021
2021 categorized into
USD’000 Level 1 Level 2 Level 3

Recurring fair value
measurement

Financial assets at FVPL
— Insurance product 5,938 - - 5,938
— Structured deposits and

wealth management

products 2,785 - - 2,785

Derivative financial
instruments
— Foreign currency forward

contracts 2,562 - 2,562 -
— Foreign currency option

contracts (73) - (73) -
Trade receivables 127,274 - - 127,274

During the years ended December 31, 2018, 2019 and 2020 and June 30, 2021, there were
no transfers, or transfers into or out of Level 3. The Group’s policy is to recognize transfers
between levels of fair value hierarchy as at the end of the reporting period in which they occur.

Valuation techniques and inputs used in Level 2 fair value measurements

The fair value of forward exchange contracts in Level 2 is determined by discounting the
difference between the contractual forward price and the current forward price. The discount
rate used is derived from the relevant government yield curve as at the end of the reporting
period plus an adequate constant credit spread.

The fair value of interest rate swaps is the estimated amount that the Group would receive

or pay to transfer the swap at the end of the reporting period, taking into account current
interest rates and the current creditworthiness of the swap counterparties.
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Information about Level 3 fair value measurements

Valuation techniques Significant unobservable inputs
Unlisted units in investment Net asset value (Note 1) Net asset value of underlying
funds investments
Insurance product Cash value (Note ii) Expected return rate
Structured deposits and wealth ~ Discounted cash flow Expected return rate
management products (Note 1iii)
Trade receivables Discounted cash flow Expected return rate

(Note iv)
Notes:

(i)

(i)

(i)

(iv)

The fair value of unlisted units in investment funds is determined referencing net asset value of underlying
investments. The fair value measurement is positively correlated to net asset value of underlying investments.
As at December 31, 2018, it is estimated that with all other variables held constant, an increase/decrease in net
asset value of underlying investments by 5% would have decreased/increased the Group’s loss for the year by
USD571,000, and as at December 31, 2019 and 2020 and June 30, 2021, it is estimated that with all other
variables held constant, an increase/decrease in net asset value of underlying investments by 5% would have
increased/decreased the Group’s profit for the year/period by USD435,000, USD nil, and USD nil, respectively.

The fair value of insurance product is the cash value that can be recovered from insurance company. The fair
value measurement is positively correlated to expected return rate. As at December 31, 2018, it is estimated that
with all other variables held constant, an increase/decrease in fair value of insurance product by 5% would have
decreased/increased the Group’s loss for the year by USD201,000, and as at December 31, 2019 and 2020 and
June 30, 2021, it is estimated that with all other variables held constant, an increase/decrease in fair value of
insurance product by 5% would have increased/decreased the Group’s profit for the year/period by
USD208,000, USD215,000, and USD218,000, respectively.

The fair value of structured deposits and wealth management products is calculated by discounting the expected
future cash flows. The fair value measurement is positively correlated to expected return rate. As at December
31, 2018, it is estimated that with all other variables held constant, an increase/decrease in fair value of
structured deposits and wealth management products by 5% would have decreased/increased the Group’s loss
for the year by USD105,000, and as at December 31, 2019 and 2020 and June 30, 2021, it is estimated that with
all other variables held constant, an increase/decrease in fair value of structured deposits and wealth
management products by 5% would have increased/decreased the Group’s profit for the year/period by
USD134,000, USD201,000 and USD104,000, respectively.

The fair value of trade receivables is calculated by discounting the expected future cash flows. The fair value
measurement is positively correlated to expected return rate. As at December 31, 2018, it is estimated that with
all other variables held constant, an increase/decrease in fair value of trade receivables by 5% would have
decreased/increased the Group’s loss for the year by USD112,000, and as at December 31, 2019 and 2020 and
June 30, 2021, it is estimated that with all other variables held constant, an increase/decrease in fair value of
trade receivables by 5% would have increased/decreased the Group’s profit for the year/period by USD551,000,
USD3,172,000 and USD4,741,000 respectively.
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The following table shows a reconciliation from the beginning balances to the ending

balances for fair value measurement for Financial assets at FVPL in Level 3 of the fair value

hierarchy:

As at January 1, 2018

Net realized and unrealized gains on financial assets at FVPL
Purchases

Sales and settlements

Exchange difference

As at December 31, 2018 and January 1, 2019

Net realized and unrealized gains on financial assets at FVPL
Purchases

Sales and settlements

Disposal of subsidiaries

Exchange difference

As at December 31, 2019 and January 1, 2020

Net realized and unrealized losses on financial assets at FVPL
Purchases

Sales and settlements

Exchange difference

As at December 31, 2020 and January 1, 2021

Net realized and unrealized losses on financial assets at FVPL
Purchases

Sales and settlements

Disposal of subsidiaries

Exchange difference

As at June 30, 2021

Financial
assets at FVPL

USD’000

37,510
(83)

44,395
(56,602)
(1,704)

23,516

(41)
141,906
(134,125)
(10,546)

141

20,851

165
133,541
(144,080)

744

11,221

454
123,263
(125,480)
(474)
(261)

8,723

Trade receivables carried at FVOCI are not materially different from their values as at

December 31, 2018, 2019 and 2020 and June 30, 2021.

All financial instruments carried at cost or amortized cost are at amounts not materially
different from their values as at December 31, 2018, 2019 and 2020 and June 30, 2021.
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38 Capital commitments

Capital commitments outstanding at the respective year/period end not provided for in the Historical

Financial Information are as follows:

Contracted for
Authorised but not contracted for

Represented by:

Construction of plant and
buildings

Acquisition of machinery and
equipment

39 Contingent liabilities

At December 31, At June 30,
2018 2019 2020 2021

USD’000 USD’000 USD’000 USD’000

54,076 49,536 47,326 38,897

- - 2,153 459,515

54,076 49,536 49,479 498,412

52,507 48,547 46,900 492,813

1,569 989 2,579 5,599
54,076

49,536 49,479 498,412

(a) Guarantee to Chervon Auto Precision Technology

The Group has issued guarantees in respect of loans made by certain financial institutions to
the Chervon Auto Precision Technology in the Relevant Periods (see Note 40(c))

(b) Guarantee to customers

Guarantees were given by certain subsidiaries in the Group to financial institutions in the PRC
for certain indebtedness of independent third-party customers of the Group. The maximum exposures
to the Group are limited to the facilities granted to individual customer. Details of guarantee to

customers are set out below:

Six months ended

2018 2019 2020 June 30, 2021
Maximum Maximum Maximum Maximum
guarantee  Guarantee  guarantee  Guarantee  guarantee  Guarantee  guarantee  Guarantee
amount issued amount issued amount issued amount issued
USD’000 USD’000 USD’000 USD’000 USD’000 USD’000 USD’000 USD’000
Bank A - - - - 8,429 1,137 8,514 2,174
Bank B 874 718 1,003 942 1,379 790 1,393 768
874 718 1,003 942 9,808 1,927 9,907 2,942
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40 Material related party transactions

(a) Key management personnel remuneration

Remuneration for key management personnel of the Group, including amounts paid to the
Company’s directors as disclosed in Note 8 and certain of the highest paid employees as disclosed

in Note 9, is as follows:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000 USD’000 USD’000 USD’000 USD’000
(unaudited)

Short-term employee benefits 3,364 3,728 4,471 1,633 1,837
Contributions to defined
contribution retirement plans 189 177 159 88 132
Equity settled share-based
payment expenses - - 2,877 - -

3,553 3,905 7,507 1,721 1,969

Total remuneration is included in “staff costs” (see Note 6(b)).

(b) Names and relationships of the related parties that had other material transactions with the

Group during the Track Record Period:

Name of related party

Relationship

Mr. Pan Longquan

Ms. Zhang Tong

Mr. Ke Zugian

Mr. Xiao Jun

Nanjing Jiangning Lianshang Investment
Co., Ltd.

Nanjing Chervon Auto Precision Technology
Co., Ltd.

Nanjing Suquan Investment Co., Ltd.
Nanjing Yaoquan Investment Management
Co., Ltd.

Nanjing Bovon Power Tools Co., Ltd.
Cheng and Cheng Corporate Services
Limited

Cheng and Cheng Taxation Service Limited
Cheng and Cheng Limited

Chervon Global Holdings Limited

Chervon Precision Technology Holdings
Co., Ltd.

Nanjing Jiuhao Electromechanical Industry
Co., Ltd.

Chervon (Nanjing) Management Services
Co., Ltd.

Ultimate controlling shareholder of the Group
Director of the Group

Director of the Group

Director of the Group

Associate of the Group

Associate of the Group

Associate of the Group
Associate of the Group

Joint Venture of the Group
Controlled by a director of the Group

Controlled by a director of the Group

Controlled by a director of the Group

Controlled by the ultimate controlling shareholder of
the Group

Controlled by the ultimate controlling shareholder of
the Group

Controlled by the ultimate controlling shareholder of
the Group

Controlled by the ultimate controlling shareholder of
the Group
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(¢) Guarantees issued by related parties

At December 31, At June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Banking facilities granted to
the Group with guarantees and
pledges issued by related
parties 51,254 109,387 151,557 164,798

Pursuant to the agreements on August 18, 2021 and September 9, 2021, guarantees provided by
Mr. Pan Longquan and Chervon Global Holdings Limited have been released. Pursuant to the
agreements on September 9, 2021 and November 23, 2021, pledged shares of Chervon Auto
Precision Technology held by Chervon Precision Technology Holdings Limited have been released.

(d) Guarantees issued to related parties

At December 31, At June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000
Guarantees issued to Nanjing
Chervon Auto Precision
Technology Co., Ltd. 25,322 9,516 8,706 3,096

At December 31, 2018, 2019 and 2020 and June 30, 2021, guarantees were issued to Nanjing

Chervon Auto Precision Technology Co., Ltd. for its bank facilities. All guarantees issued to Nanjing
Chervon Auto Precision Technology Co., Ltd. were released in September 2021.
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(e) Other significant related party transactions

During the years ended December 31, 2018, 2019 and 2020 and the six months ended June 30,
2020 and 2021, the Group had following transactions with related parties:

Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000  USD’000  USD’000  USD’000  USD’000
(unaudited)

Purchase of goods and service
Nanjing Chervon Auto Precision
Technology Co., Ltd. 58 151 - - -
Cheng and Cheng Taxation Service
Limited 10 10 9 6 5
Cheng and Cheng Corporate Services
Limited 6 6 6 4 6
Cheng and Cheng Limited 1 14 - - -

Nanjing Bovon Power Tools Co., Ltd. 4,837 - - - -

4,912 181 15 10 11

Sales of goods and rendering of
services
Nanjing Bovon Power Tools Co., Ltd 6,336

Lease payment from
Nanjing Chervon Auto Precision

Technology Co., Ltd. 87 53 76 75 155
Nanjing Yaoquan Investment

Management Co., Ltd. - 17 17 9 9
Nanjing Bovon Power Tools Co., Ltd. 32 - - - -

119 70 93 84 164

Lease payment to
Nanjing Chervon Auto Precision
Technology Co., Ltd. 443 106 114

Il oo
|Ioo
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Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000  USD’000  USD’000  USD’000  USD’000
(unaudited)
Disposal of interest in subsidiaries
and associates
Xiao Jun - 1,584 - - -
Chervon (Nanjing) Management
Services Co., Ltd. - - - - 33,665
- 1,584 - - 33,665
Acquisition of non-controlling
interests
Pan Longquan - - - - 14,236
Zhang Tong - - - - 8,514
Ke Zugian - - - - 5,676
- - - - 28,426
Disposal of unlisted units in
investment funds
Chervon Global Holdings Limited - - 8,917 - -
Dividends received
Nanjing Jiangning Lianshang
Investment Co., Ltd. - - 3,162 - -
Nanjing Chervon Auto Precision
Technology Co., Ltd. - - 1,005 1,005 540
Nanjing Bovon Power Tools Co., Ltd. 1,003 1,018 — - —
1,003 1,018 4,167 1,005 540

Sales of properties, plants and
equipment
Nanjing Bovon Power Tools Co., Ltd.

‘l’d
‘ll
‘ll
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Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
USD’000  USD’000  USD’000  USD’000  USD’000
(unaudited)
Payments made on behalf of
related parties
Nanjing Bovon Power Tools Co., Ltd. 30 - - - -
Nanjing Chervon Auto Precision
Technology Co., Ltd. 1,775 1,227 1,169 @ ﬁ
1,805 1,227 1,169 439 387
Receivables made on behalf of
a related party
Nanjing Chervon Auto Precision
Technology Co., Ltd 86 84 110 36 70
Advance to related parties
Chervon Global Holdings Limited - - 505 - 781
Pan Longquan 7 1 472 - -
Zhang Tong 4 - 257 - -
11 1 1,234 - 781
Repayment from related parties
Pan Longquan - - - - 508
Zhang Tong - - - - 2717
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(f) Significant related party balances

At December 31, 2018, 2019 and 2020 and June 30, 2021, the Group had following in nature
balances with related parties:

At December 31, At June 30,
2018 2019 2020 2021
USD’000 USD’000 USD’000 USD’000

Trade and bills receivables
Nanjing Bovon Power Tools Co., Ltd. 144

Trade and bills payables
Nanjing Bovon Power Tools Co., Ltd. 1,836

Prepayments, deposits and other
receivables (Non-trade) (Note 24)
Nanjing Yaoquan Investment Management

Co., Ltd. - 9,380 9,475 -
Chervon Global Holdings Limited - - 9,502 1,303
Nanjing Bovon Power Tools Co., Ltd. 47 - - -
Pan Longquan 7 8 556 -
Zhang Tong 4 4 302 -
Xiao Jun - 1,567 1,652 -
58 10,959 21,487 1,303

Other payables and accruals
(Non-trade) (Note 29)
Pan Longquan 3,853 3,658 3,980 -
Zhang Tong 2,025 1,925 2,094 -
Nanjing Suquan Investment Co., Ltd - 1,887 2,042 -
Chervon Global Holdings Limited 71 688 135 -
Nanjing Jiuhao Electromechanical
Industry Co., Ltd. - - - 2,441
Nanjing Jiangning Lianshang Investment
Co., Ltd. - 7,040 - -

5,949 15,198 8,251 2,441
Guarantees issued to Nanjing Chervon
Auto Precision Technology Co., Ltd.

71,626 35,667 9,196
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The directors of the Company confirm that the non-trade balance will be settled before the
listing of the Company’s shares on the Stock Exchange.

41 Immediate and ultimate controlling party

At June 30, 2021, the directors of the Company consider the immediate parent of the Group is
Panmercy Holdings Limited, a company incorporated in Hong Kong, while as at December 31, 2018, 2019
and 2020, the immediate parent of the Group is Chervon Global Holdings Limited, a company
incorporated in BVI.

The ultimate controlling party of the Group is Mr. Pan Longquan, Chairman of the Group. Panmercy
Holdings Limited and Chervon Global Holdings Limited do not produce financial statements available for
public use.

42 Possible impact of amendments, new standards and interpretations issued but not yet effective
for year ended December 31, 2021

Up to date of issue of the Historical Financial Information, the HKICPA has issued a number of
amendments and a new standard, HKFRS 17, Insurance Contracts, which are not yet effective for the
Relevant Periods and which have not been adopted in the Historical Financial Information. These include
the following which may be relevant to the Group.

Effective for
accounting periods
beginning on or after

Amendments to HKFRS 3, Reference to the conceptual framework 1 January 2022

Amendments to HKAS 16, Property, plant and equipment: Proceeds before 1 January 2022
Intended Use

Amendments to HKAS 37, Onerous contracts — cost of fulfilling a contract 1 January 2022
Annual improvements to HKFRSs 2018-2020 cycle 1 January 2022
Amendments to HKAS 1, Classification of liabilities as current or non-current 1 January 2023
Amendments to HKAS 1 and HKFRS Practice Statement 2, Disclosure of 1 January 2023

accounting policies
Amendments to HKAS 8, Definition of accounting estimates 1 January 2023

Amendments to HKAS 12, Deferred tax related to assets and liabilities arising 1 January 2023

from a single transaction

The Group is in the process of making an assessment of what the impact of these developments is
expected to be in the period of initial application. So far it has concluded that the adoption of them is
unlikely to have a significant impact on the consolidated financial statements.
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43 Subsequent events

On August 3, 2021, Chervon Auto Precision Technology announced that it has obtained approval
from the CSRC to issue public A-share convertible bonds in an aggregate principal amount of
RMB620,000,000 (US$95,900,000) with a maturity date on the sixth year after the date of issuance.
Pursuant to the terms of the convertible bond offering, an existing shareholder of Chervon Auto Precision
Technology has pre-emptive rights to subscribe for the convertible bonds in an amount up to the
proportional interests of such shareholder in Chervon Auto Precision Technology. As of September 30,
2021, Chervon (China) Investment, which is our wholly-owned subsidiary and owns 23.12% of Chervon
Auto Precision Technology, has exercised and paid for such pre-emptive rights to subscribe for
RMB118,500,000 (US$18,300,000) of the principal amount of the convertible bond. As the convertible
bonds may not be converted for a period of six months from the date of completion, Chervon (China)
Investment cannot and does not intend to convert such convertible bonds before the completion of the
Global Offering.

SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Company and its subsidiaries in respect
of any period subsequent to June 30, 2021.
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