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Group Structure
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Financial Highlights
B

Major Financial Indicators and Ratios

FERMBIRE LR

For the year ended 31st March
HEZA=+—HILFE

2019
—E-NF
HK$'000
FHT
Operating results REXE
Revenue Wzs 479,396
Gross profit EF 111,202
Operating profit/(loss) rEsR T (ER) 4,939
Net loss ERFE (2,914)
HK cents
AL
Per share data sRER
Loss per share FREE
Total dividend per share B S
Net assets per share BREEFE
HK$'000
FERT
Financial position B Rk
Total assets BERE 299,072
Net assets BESE 159,088
Financial ratio B i e &
Current ratio (Times) BN E (%)
Quick ratio (Times) BB K ()
Gross margin (%) FEF 2 (%)

Net gearing ratio (%)

FEEBBLE(%)

Turnover ratio Ay R
Inventory turnover FEEE
Debtors turnover JiE Us AR B
Creditors turnover FEATBR s

% changes

2018 increase (decrease)
—ET-)\F BOLLES)
HK$'000 # Ol
FET
546,672 (12.3)
126,763 (12.3)
(3,388) 2458
(11,009) (73.5)
HK cents %
Bl
(8.6) (55.8)
1.0 -
84.1 (5.5)
HK$'000 %
FHT
297,969 (0.4)
168,150 (5.4)
2.1 (9.5)
0.8 (12.5)
23.2% -
38.7% 49
Days %
H
154 9.1
33 15.2
25 8
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Financial Highlights
B

For the year ended 31st March == A=+—HILF/E

Revenue by Geographical Segments (by %)
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Revenue by Business Segments (by %)
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CEO’s Statement
AT AR

Financial Results

For the financial year ended 31st March 2019, the Group recorded a
turnover of around HK$479 million, representing a decrease of about
12.4% from approximately HK$547 million recorded in the last year. Gross
profit decreased by about 12.6% from approximately HK$127 million in
the last year to around HK$111 million in this year, while the gross profit
margin remained unchanged at around 23.2%. The Group recorded an
operating profit of approximately HK$4.9 million (31st March 2018: loss of
approximately HK$3.4 million). The loss attributable to shareholders was
approximately HK$7.7 million (31st March 2018: loss of approximately
HK$17.1 million). This represented loss per share of around HK$0.038
(loss per share of around HK$0.086 as at 31st March 2018). The Board
has resolved that subject to the approval of the shareholders at the
forthcoming annual general meeting of the Company, a final dividend
of HK cents 0.5 per ordinary share shall be declared for the year ended
31st March 2019, totally HK$1 million to the shareholders whose names
appeared on the register of members of the Company on 14th August 2019.
The final dividend, if approved, is expected to be paid on 26th August 2019.

During the year under review, the Group continued to focus on its three
core business operations, namely: (1) the distribution of electronic
components, automation parts and equipment under the brand of

(the “Electronic Trading Business”); and (2) the Computer Business which
includes (i) the retail sales of computer products and smartphone
accessories under the brand of k=iVideotom

Business”) and (ii) the distribution of computer products and consumer
products under the brand of @ (the “Computer Distribution Business”);
and (3) the Cosmetic and Online Retail Business mainly under the brand of
WiShh!. During the year under review, the Group’s turnover derived from
the Electronic Trading Business decreased approximately 7.4% to about
HK$286 million from approximately HK$309 million in the last year.
Turnover from the Computer Business was recorded at about HK$94
million, which represented a decrease of approximately 16.1% from about
HK$112 million in the last year. Turnover from Cosmetic and Online Retail
Business decreased 21.4% to about HK$99 million from approximately
HK$126 million in the last year.

W5 SE 4
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EMEEENANBLTAEES T BEAF
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CEOQO’s Statement
AT AR

For the financial year ended 31st March 2019, the Group’s total operating
expenses were approximately HK$110 million, representing a decrease
of about 19.1% (31st March 2018: about HK$136 million), among which
the distribution and selling expenses were approximately HK$39 million
which have decreased by 11.4% from HK$44 million recorded in the
last year. During the year under review, the general and administrative
expenses decreased by about 22.8% to around HK$71 million (31st March
2018: about HK$92 million). The Group continued to control the overall
headcount. As at 31st March 2019, the headcount for the Electronic
Trading Business decreased from 264 full-time employees last year by
about 4.9% to 251 full-time employees this year while the headcount
for the Computer Business decreased from 57 full-time employees last
year by about 7% to 53 full-time employees this year and the headcount
for Cosmetic and Online Retail Business decreased from 66 full time
employees last year by about 56.1% to 29 full time employees this year.
Meanwhile, finance cost for the year under review increased by about 28%
to approximately HK$3.2 million (31st March 2018: approximately HK$2.5
million).

Mobicon Group Limited - Annual Report 2019
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CEO’s Statement
AT AR

Development Strategy and Outlook

The trade war between China and the United States continues to escalate,
the trade war added uncertainties to the economies of the United States
and China as well as the global economy. Currently, it is not possible to
predict whether the on-going trade dispute between the United States and
China will seriously threaten the global economy. However, the Group will
closely monitor the situation and assess the impact of the trade war on the
Group's business.

The revenue of the Group from online retail business recorded steady
growth. This is because of the increasing popularity of online shopping.
We are planning to open more online retail stores with different themes
and add more resources to develop online retail business. In addition, we
will further increase the human resources of the online business to cope
with rapid development.

TR K e B
HERSBMHETR - DBBIRINT PR
ERREEOTREY o B AR ET R
BTREE S FHETRENR 2IEE o A -
AEBETNERERER - LHEESBEE
EEEHOFE -

AREETHRETEEBORERLS LT ER
RAAELEBYASE KA - AL EIFMXR
ZIARATENELTERE  YEREZHNE
IRERM ETEER o Bo - B E—FEM
WEXBOANER  ARABAWEBHRESE
B e

BREKEERQT - —2-NEFFR

09



10

CEOQO’s Statement
AT AR

With regard to the Electronic Trading Business, it is expected that more
manufacturers will move to other Asian countries due to the trade
war between China and the United States. The Group’s subsidiaries in
Singapore and Malaysia may benefit from this situation, which will bring
better business environment in Singapore and Malaysia. In addition,
after the presidential election in South Africa, it brings new sights which
enhance our confidence in South Africa’s prospects. Therefore, we will
increase our investment in South Africa with a view to increasing our
market share in the Electronic Trading Business in South Africa.

Regarding the Computer Distribution Business, due to the fierce
competition in the local market of flash memory card, the Group will strive
to enhance the competitiveness of its product portfolio. We will continue
to explore distinctive products and introduce new brands and electronic
products to maintain the market share of the Computer Distribution
business in the local market.

Appreciation

| would like to thank our management team and all our staff members
for their effort and significant contribution to the Group during the past
year. In addition, | would like to express my heartfelt gratitude to our
shareholders, institutional investors, customers, bankers and business
partners for their continuous support to and confidence in the Group.

By order of the Board
Yeung Man Yi, Beryl
Deputy Chairman and Chief Executive Officer

Hong Kong, 25th June 2019
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Management Discussion and Analysis

BB ST

Business Review

During the year under review, the Group operated in three core business
operations, namely: (1) the distribution of electronic components,
automation parts and equipment under the brand of (the “Electronic
Trading Business”); (2) the Computer Business which includes (i) the retail
sales of computer products and smartphone accessories under the brand
of L=1VideoCom (the “Computer Retail Business”) and (ii) the distribution of

“Computer Distribution Business”); and (3) the Cosmetic and Onlme Retail
Business mainly under the brand of wishh! The Electronic Trading
Business, the Computer Business and the Cosmetic and Online Retail
Business accounted for approximately 59.7%, 19.7% and 20.6% of the
Group’s total turnover respectively for the year under review.

By analysis on the three core business operations, the gross profit margin
of the Electronic Trading Business, the Computer Business and the
Cosmetic and Online Retail Business were approximately 23.9%, 20.4%
and 23.8% respectively for the year ended 31st March 2019 (31st March
2018: approximately 22.5%, 17.9% and 29.6%).

Electronic Trading Business

Hong Kong

Electronic Trading Business remained the primary contributor to the
Group's revenue and profits during the year under review and recorded
revenue of approximately HK$286 million as compared with that of
approximately HK$309 million recorded in the last year, representing
a decrease of approximately 7.4%. The trade war between China and
the United States continued to escalate and added uncertainties to the
economies of the United States and China as well as the global economy.
The impact of trade war has become significant in the second half of
the year under review. Qur customers became more conservative in
their production scale and decreased their purchase orders. Besides, the
shutdown of the world’s leading toys retailer hit the toys manufacturing
industry in Hong Kong. The demand for our electronic components products
has been decreasing.

% ol g
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Management Discussion and Analysis

B B ST

Overseas

The aggregate turnover of all of the Group’s overseas subsidiaries was
approximately HK$107 million for the year ended 31st March 2019,
representing an overall decrease of approximately 2.7% as compared with
that of approximately HK$110 million recorded in the last year.

The Group's South Africa subsidiary recorded a turnover of approximately
HK$72 million for the year ended 31 March 2019, representing a decrease
of about 7.7% from approximately HK$78 million in the last year. The
decrease of turnover was mainly due to the depreciation of the South
Africa Rand. Despite of these, the Group was able to maintain its market
competitive in South Africa and generate stable revenue in terms of local
currency.

During the year under review, the Group acquired 51% of the equity
interests in Narciso Gomes — Componentes Electronicos Lda, a Portuguese
electronic components distributor, which operates the same business
model as our South Africa subsidiary, Mantech Electronics (Proprietary)
Limited. Narciso Gomes — Componentes Electronicos Lda is now under
the management of Mr. Manuel Arnaldo de Sousa Moutinho, one of the
directors of Mantech Electronics (Proprietary) for consistency Limited, after
completion of the acquisition.

Mobicon Group Limited - Annual Report 2019
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Management Discussion and Analysis

BB ST

In the Asia market, as the trade war between China and the United States
is still on-going, more manufacturers relocated their production plants
to South East Asian countries. The performance of our subsidiaries in
Singapore and Malaysia continued to improve. Meanwhile in China, the
impact of the trade war on the Group's Electronic Trading Business was
slight as the local demand for electronic components remained strong.

In terms of geographical segments, the turnover from Hong Kong, the Asia
Pacific region (other than Hong Kong), South Africa, Europe and other
regions accounted for 63.2%, 20.6%, 15.1%, 0.7% and 0.4% respectively
of the Group's total turnover during the year under review.

Computer Business

Computer Retail Business

For the year ended 31st March 2019, the Computer Retail Business
recorded a turnover of approximately HK$21 million (31st March 2018:
approximately HK$23 million), representing a decrease of about 8.7%.
During the year under review, the Group closed a retail shop and shifted
the resources to other profitable shops. The Group will continue to search
for suitable shop locations in order to reach more target customers.

Computer Distribution Business

For the year ended 31st March 2019, the turnover of the Computer
Distribution Business recorded a decrease of about 18% to approximately
HK$73 million (31st March 2018: approximately HK$89 million). The
decrease was mainly attributed to the drop in the price of flash memory
products. We sourced and introduced some new electronic products during
the year in order to maintain the market share in the Computer Distribution
Business. With the introduction of such new electronic products which
have higher profit margin, the gross profit generated from this segment
remained stable.

Cosmetic and Online Retail Business

During the year under review, the Cosmetic and Online Retail Business
recorded a turnover of approximately HK$99 million (31st March 2018:
approximately HK$126 million), representing a decrease of about 21.4%.
The restructuring of Cosmetic and Online Retail Business has been
completed. The Group closed down those loss-making retail stores and
redeployed the resources to online stores. As at 31st March 2019, the
number of retail stores was reduced to 11 (31st March 2018: 26 retail
stores). Meanwhile, the Group is co-operating with a famous online
shopping platform, selling wide range of products including cosmetic and
beauty products, housewares and groceries. Despite the overall segment
revenue decrease, the revenue from online business recorded rapid
growth.
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Management Discussion and Analysis

B B ST

Liquidity and Financial Resources

As at 31st March 2019, the Group’s cash and bank balances amounted
to approximately HK$32 million and the net current assets were
approximately HK$120 million. As at 31st March 2019, the current ratio
decreased to approximately 1.9 (as at 31st March 2018: approximately
2.1). Out of the Group's cash and bank balances, about 36% and 16%
were denominated in Hong Kong dollars and United States dollars
respectively. The balance of approximately 15%, 4%, 20%, 5%, 2% and
2% of its total cash and bank balances was denominated in Euro, Chinese
Renminbi, South African Rand, Malaysia Ringgit, New Taiwan dollars
and Singaporean dollars respectively. The Group’s total assets amounted
to approximately HK$299 million (as at 31st March 2018: approximately
HK$298 million). Net assets per share amounted to approximately HK$0.80
(as at 31st March 2018: approximately HK$0.84). Dividend and basic
loss per share were approximately HK$0.01 and HK$0.038 respectively
(as at 31st March 2018: approximately HK$0.01 and basic loss per share
HK$0.086 respectively).

The Group generally finances its operation by internally generated
resources and banking facilities provided by banks in Hong Kong. As at
31st March 2019, the Group had banking facilities for overdrafts, loans
and trade finance from banks totalling approximately HK$111 million (as at
31st March 2018: approximately HK$153 million), with an unused balance
of approximately HK$36 million (as at 31st March 2018: approximately
HK$60 million). The Directors believe that the Group’s existing financial
resources are sufficient to fulfill its current commitments and working
capital requirements.

Capital Structure

As at 31st March 2019, the total borrowings of the Group were
approximately HK$75 million (as at 31st March 2018: HK$93 million),
which were in the form of short-term bank loans (including short-term
loans and trade finance) for financing the daily business operations and
future development plans. The majority of Group’s bank borrowings as at
31st March 2019 were denominated in Hong Kong dollars. These short-
term loans and trade finance were secured by the Company’s corporate
guarantees of around HK$103 million and the leasehold properties in
Singapore and Portugal (as at 31st March 2018: HK$149 million).

During the year under review, the Group’s borrowings bore interest at rates
ranging from 1% to 5.4% per annum (as at 31st March 2018: ranging from
2.7% to 4.2% per annum).
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Management Discussion and Analysis

BB ST

Gearing ratio

As at 31st March 2019, the Group’s gross borrowings repayable within one
year, amounted to approximately HK$96 million (as at 31st March 2018:
approximately HK$93 million). After deducting cash and cash equivalents
of approximately HK$32 million, the Group's net borrowings amounted
to approximately HK$64 million (as at 31st March 2018: approximately
HK$65 million). The total equity as at 31st March 2019 was approximately
HK$159 million (as at 31st March 2018: approximately HK$168 million).
Accordingly, the Group’s net gearing ratio, based on net borrowings to
total equity, increased to 40.6% (as at 31st March 2018: 38.7%).

Exposure to Fluctuations in Exchange Rates
Most of the Group's transactions were denominated in Hong Kong dollars,
Chinese Renminbi and United States dollars. Given that the exchange rate
of Hong Kong dollars against Chinese Renminbi has been and is likely to
be under control and that the Hong Kong Government's policy of pegging
the Hong Kong dollars to the United States dollars remains in effect, the
Directors consider that the risk facing by the Group on foreign exchange
will remain minimal and no hedging or other alternative measures have
been undertaken by the Group. As at 31st March 2019, the Group had no
significant risk exposure pertaining to foreign exchange contracts, interest
rates, currency swaps, or other financial derivatives.

Charges on Assets

As at 31st March 2019, the properties with carrying value of approximately
HK$12 million have been pledged to secure the general banking facilities
granted to the Group's subsidiaries in Singapore and Portugal.
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Management Discussion and Analysis

B B ST

Commitments and Contingent Liabilities

As at 31st March 2019, the Group had total outstanding operating lease
commitments of approximately HK$18 million (as at 31st March 2018:
HK$34 million). In view of the Group's high level of liquid funds, it is
expected that the Group will be able to fulfill all these commitments
without any difficulty. The Group had no contingent liabilities as at 31st
March 2019.

Employment, Training and Remuneration
Policy

As at 31st March 2019, the Group had a total of 333 full-time employees
inclusive of its staff in Hong Kong and overseas subsidiaries. The Group
has developed its human resources policies and procedures based on the
performance, merits and market conditions. Remuneration packages are
normally reviewed on a regular basis. Apart from salary payments, other
staff benefits include provident fund contributions, medical insurance
coverage and performance-based bonuses (based on the Group's financial
results as well as individual performance).

Mobicon Group Limited - Annual Report 2019
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Directors’ and Senior Management’s Profile

R AR B T

Executive Directors

Hung Kim Fung, Measure,

aged 58, Executive Director

was the founder of the Group and is the Chairman of the Company
(the "Chairman”). He obtained an Honorary Doctorate in Business
Administration from Newport University in the United States. Dr. Hung
has more than 38 years of experience in the electronics industry, and is
responsible for the Group's strategic planning and corporate policies. He
is keen on nurturing the second generation to strengthen new business
management.

Since 1995, Dr. Hung has been a member of the Executive Committee of
the Hong Kong Electronic Industries Association Limited (the “"HKEIA") and
was nominated as Honorary Vice-chairman of the HKEIA in 2015.

He was appointed by the City University of Hong Kong as Honorary
Chairman of the Advisory Committee of the Industry Co-operative
Education Centre, and served as a member of the Electronics and
Telecommunications Training Board (2013 — 2019), Information Technology
Training and Development (2015 — 2017) and Innovation and Technology
Training Board (2017 — 2019) of Vocational Training Council.

Yeung Man Yi, Beryl,

aged 57, Executive Director

was the founder of the Group and is the Deputy Chairman (the “"Deputy
Chairman”) and the Chief Executive Officer (the "CEQ”) of the Company.
With more than 38 years of experience in the electronics industry, Ms.
Yeung is responsible for the Group’s finance, administration and internal
control.

In 2004, Ms. Yeung was also made an Associate (Electronics Industry) by
The Professional Validation Council of Hong Kong, in recognition of her
professional knowledge in electronics, extensive application of existing
and new technology, achievements and contributions to the industry. In
2006, Ms. Yeung obtained the Master Degree of Business Administration
from Lincoln University in the United States.

In recognition of her valuable experience and knowledge in the electronics
engineering industry, Ms. Yeung was invited to be the Adjunct Professor
in the Department of Electronic Engineering, City University of Hong Kong
(2014-2015) and Advisory Committee (2010—-2014) of Hong Kong Trade
Development Council Electronics/Electrical Appliances Industries. She is
the wife of the Chairman, Dr. Hung Kim Fung, Measure.
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Directors’ and Senior Management’s Profile

R AR B T

Hung Ying Fung,

aged 55, Executive Director

was the founder of the Group and is an executive director of the Company.
He is responsible for the management and both the computer and cosmetic
retail business development of the Group and has over 33 years of
experience in the electronics industry. In 2001, he was nominated as the
director of the Chamber of Hong Kong Computer Industry Company Limited.
Mr. Hung was nominated as an executive member of the Sham Shui Po
District Commerce and Industrial Liaison Committee (2014-2018). He is the
brother of Dr. Hung Kim Fung, Measure.

Yeung Kwok Leung, Allix,

aged 56, Executive Director

was the founder of the Group and is an executive director of the Company.
Mr. Yeung is responsible for the management and business development
of the retail business in PRC and Asia Pacific region of the Group. He has
over 35 years of experience in the electronics and computer industry. He is
the brother of Ms. Yeung Man Yi, Beryl.

Independent Non-executive Directors

Charles E. Chapman,

aged 70, Independent Non-executive Director

is an independent non-executive director of the Company. He is currently
the independent non-executive director of AV Concept Holdings Limited
(Stock Code: 595) which is listed on the Main Board of the Stock Exchange
and a senior industry consultant for a number of overseas-based trade
fair organizers. He was the executive director of the HKEIA and managing
director of the HKEIA's subsidiary publishing company, the Hong Kong
Electronics Promotions Ltd. from May 1988 to June 2007 when he retired.
Prior to joining HKEIA, Mr. Chapman worked for 12 years as economics
editor at the Hong Kong Trade Development Council and for 8 years as
business editor in a local English-language newspaper.
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Directors’ and Senior Management’s Profile

R AR B T

Leung Wai Cheung,

aged 54, Independent Non-executive Director

is an independent non-executive director of the Company. Dr. Leung
is a qualified accountant and chartered secretary with over 30 years
of experience in accounting, auditing and financial management. He
graduated from Curtin University with a Bachelor of Commerce Degree
majoring in accounting and subsequently obtained a postgraduate
diploma in corporate administration, a Master degree of Professional
Accounting from the Hong Kong Polytechnic University, a Doctor degree
of Philosophy in Management from the Empresarial University of Costa
Rica, a Doctor degree of Education in Educational Management from
Bulacan State University. He is an associate member of each of the Hong
Kong Institute of Certified Public Accountants, CPA Australia, the Institute
of Chartered Secretaries and Administrators, the Hong Kong Institute
Secretaries and the Taxation Institute of Hong Kong and a fellow member
of the Association of Chartered Certified Accountants and the Institute of
Chartered Accountants in England & Wales. Dr. Leung is also an adjunct
lecturer of the Hong Kong University (SPACE).

Ku Wing Hong, Eric,

aged 63, Independent Non-executive Director

is an independent non-executive director of the Company. He obtained an
Honorary Bachelor's Degree in Social Sciences and a Diploma in Education
from the Chinese University of Hong Kong in 1979 and 1985 respectively.
He joined De La Salle Secondary School, NT in 1981 and was appointed
Principal of the School in September 2004. He retired in August 2016 at
the age of 60. Mr. Ku has been the Vice-chairman of the Tai Po & North
District Secondary Schools Area Committee of Hong Kong Schools Sports
Federation (the “Federation”) and the Chairman in the Federation's Tai
Po & North District Competition Committee. He has also been the Vice-
chairman of the North District Secondary School Principals” Association
and is currently a member of the Hong Kong Lasallian Education Council.
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Directors’ and Senior Management’s Profile

R AR B T

Senior Management

Manuel Arnaldo de Sousa Moutinho,

aged 61, Senior Management

has been an executive director of the Company from June 2013 to 31st
March 2016. Despite his resignation as an executive director of the
Company, he is the director of five subsidiaries of the Company, namely
Langa Holdings (Proprietary) Limited, MBM Properties (Proprietary)
Limited (formerly known as AP Electronics (Proprietary) Limited), Mantech
Electronics (Proprietary) Limited (“Mantech Electronics”), Mobicon
International Limited and Mobicon-Mantech Holdings Limited. Mr.
Moutinho has been appointed as an advisor to the Portuguese diaspora by
Portuguese World Council since February 2014.

Mr. Moutinho is responsible for the business operations of the Group in
South Africa and Portugal. He joined the Group in December 2001 when
Mantech Electronics was acquired by the Group and became an executive
director of the Company in June 2013. Mr. Moutinho obtained his national
certificate in Electronics from the University of Johannesburg (formerly
known as Technikon Witwatersrand) in 1982 and matriculated at the
Johannesburg Technical College in South Africa in 1977. He is a qualified
electrical technician engineer.

Wan Lam Keng,

aged 56, Senior Management

is the senior business manager of the Group. Ms. Wan joined the Group
in June 1988 and has over 31 years of experience in retailing and trading
business. She is responsible for the Group’s Urgent Requirement Service
division. She is the wife of Mr. Yeung Kwok Leung, Allix.

Tsoi Ho Yin,

aged 34, Senior Management

is the financial controller of the Group and the company secretary of the
Company. He is responsible for the financial management of the Group.
Mr. Tsoi is a member of the Hong Kong Institute of Certified Public
Accountants and a member of the Institute of Chartered Accountants in
England and Wales. Mr. Tsoi joined the Group in September 2016. He has
more than 10 years of experience in auditing and accounting.
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Directors’ and Senior Management’s Profile

R AR B T

Lam Sun Hung,

aged 50, Senior Management

is the marketing director of APower Holdings Limited. He obtained a
Master of Business Administration from University of Wales (Newport).
He has engaged in the IT industry for more than 33 years and has in depth
understanding on the market trend and market demand. He has earned
rich and solid experiences in the operation of products agentship and
distribution. He has taken part in the industry of environmental protection
and energy conservation and to lead the Group into the environmental
protection market. In recent years, Mr. Lam has explored the import agency
and wholesale business of cosmetic products, supplying the products
mainly to Hong Kong and Macau markets. Mr. Lam joined the Group in April
2002 and is focusing on the development of agent line product and solution
services business.

Hung Lok Lam, Joyce,

aged 29, Senior Management

is the business development manager of Videocom Technology (HK)
Limited. Ms. Hung joined the Group in August 2011 and is responsible
for overseeing the product development and brand management of wishh!,
and merchandising and marketing wide range of cosmetic products for the
customers of the Group. Ms. Hung holds a Bachelor of Sacial Sciences
degree in Psychology from The University of Hong Kong. She is the
daughter of Dr. Hung Kim Fung, Measure and Ms. Yeung Man Yi, Beryl, the
niece of Mr. Hung Ying Fung and the niece of Mr. Yeung Kwok Leung, Allix.

Hung Lok Tin,

aged 28, Senior Management

is the business development manager of A Plus 2 Computer Limited. Mr.

Hung joined the Group in January 2013 and is responsible for overseeing

the product development, merchandising and brand management of
VideoCom - Mr. Hung holds a Bachelor of Asia-Pacific Studies degree from

the Australian National University and he was the Patron member of the

HKEIA (2015-2017). He is the son of Dr. Hung Kim Fung, Measure and Ms.

Yeung Man Yi, Beryl, the nephew of Mr. Hung Ying Fung and the nephew

of Mr. Yeung Kwok Leung, Allix.

Chooi Chow Sek, Jasmond,

aged 52, Senior Management

is the general manager of Mobicon-Remote Electronic Sdn. Bhd. in
Malaysia and Mobicon-Remote Electronic Pte Ltd. in Singapore. He
graduated from Federal Institute of Technology in Malaysia with a Diploma
in Electronic Engineering. Mr. Chooi joined the Group in July 2001 and
has over 27 years of experience in distribution of electronic components
and test and measurement instruments. He is currently responsible for the
overall operation of these two companies covering Southeast Asia.
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Corporate Governance Report
R EIRR

Corporate Governance Practices

The Board is committed to principles of corporate governance practices
and procedures. The corporate governance principles of the Company
emphasize transparency, accountability and independence.

The Company has complied with the Code Provisions as set out in the
Corporate Governance Code (the “Code”) in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) during the year under review except for the
following deviations:

According to the Code Provision A.4.1 of the Code, non-executive directors
should be appointed for a specific term, subject to re-election. The
independent non-executive directors of the Company (the “INEDs") are not
appointed for specific terms but are subject to retirement by rotation and
re-election at the annual general meeting of the Company under Bye-law
111 of the Company's Bye-laws.

Code Provision A.4.2 of the Code provides that every director, including
those appointed for a specific term, should be subject to retirement by
rotation at least once every three years. However, the Bye-laws of the
Company provides that the Chairman and the Deputy Chairman will not be
subject to retirement by rotation or be taken into account in determining
the number of directors to retire. As continuation of the services of the
Chairman and the Deputy Chairman is a key factor to the successful
implementation of any long term business plan, the Board believes
that present arrangement is most beneficial to the Company and the
shareholders as a whole.

Directors’ Securities Transactions

The Company has adopted its own Securities Dealing Code on terms no
less exacting than the required standard as set out in the Model Code in
Appendix 10 to the Listing Rules. Upon specific enquiry by the Company,
all directors have confirmed that they fully complied with the required
standard set out in the Securities Dealing Code throughout the year under
review.

Directors and Officers’ Indemnity

The Company continues to subscribe for an insurance policy to indemnify
the directors and senior management against any losses, claims, damages,
liabilities, expenses and any proceedings brought against them, arising
from the performance of his/her duties as director or senior management
(as the case may be) of the Company. The current policy has been renewed
and shall be under constant review.
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Board of Directors

The Board is collectively responsible for overseeing the management of the
business and affairs of the Group with the objective of enhancing share
value.

The Board comprises a total of seven directors, with four executive
directors, namely Dr. Hung Kim Fung, Measure (Chairman), Ms. Yeung Man
Yi, Beryl (Deputy Chairman and CEQ), Mr. Hung Ying Fung, and Mr. Yeung
Kwok Leung, Allix and three INEDs, namely, Mr. Charles E. Chapman, Dr.
Leung Wai Cheung and Mr. Ku Wing Hong, Eric. One of the INEDs has
appropriate professional qualifications, or accounting or related financial
management expertise, which is required by the Listing Rules. Ms. Yeung
Man Yi, Beryl is the wife of Dr. Hung Kim Fung, Measure. She is also the
sister of Mr. Yeung Kwok Leung, Allix. Mr. Hung Ying Fung is the brother of
Dr. Hung Kim Fung, Measure.

Each of the INEDs has made an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules. The Company is of the view
that all INEDs meet the independence guidelines set out in Rule 3.13 of
the Listing Rules and are independent in accordance with the terms of the
guidelines.

The Board composition will be reviewed regularly to ensure that it has a
balance of skills, experience and diversity appropriate for the requirements
of the business of the Group. To enhance the standard of corporate
governance, the Company also adopted a board diversity policy on 29th
August 2013. The directors’ biographical information is set out on pages 17
to 21 of this annual report.

The Board, led by the Chairman, is responsible for the approval and
monitoring of the Group’s long term and short term investments, business
strategies and annual budgets, evaluating the performance of the Group
and oversight of the management. One of the important roles of the
Chairman is to provide leadership to the Board such that the Board acts
in the best interests of the Group. The Chairman shall ensure that the
Board works effectively and discharges its responsibilities, and that all key
and appropriate issues are discussed and approved by the Board before
execution. All directors have been consulted about any matters proposed
for inclusion in the agenda. The Chairman has delegated the responsibility
for drawing up the agenda for each Board meeting to the Company
Secretary. With the support of the Company Secretary, the Chairman seeks
to ensure that all directors are properly briefed on issues arising at Board
meetings and adequate and reliable information is given to the Board in a
timely manner.

The CEO is responsible for the implementation of corporate goals, business
strategies and policies resolved by the Board from time to time. The
CEO assumes full accountability to the Board in respect of the Group's
operations.
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The Company Secretary shall convene a Board meeting at the request of
any one director and 14 days’ notice of Board meeting will be given to all
directors. The Company Secretary shall circulate the Board papers not less
than three days before the Board meeting to enable the directors to clearly
understand and make informed decisions on all matters to be raised,
discussed and resolved at the Board meetings. The Company Secretary
who is also the financial controller of the Group shall attend all regular
Board meetings to advise on corporate governance, statutory compliance,
accounting and financial matters when necessary. The directors shall have
full access to information on the Group and arrangement has been in place
to enable directors to obtain independent professional advice whenever
deemed necessary. The Company Secretary shall prepare minutes and keep
records of matters discussed and decisions resolved at all Board meetings.

Four regular Board meetings of the year under review were scheduled
in advance at approximately quarterly intervals; the other two Board
meetings had been convened in relation to the discussions of two
continued connected transactions pursuant to Chapter 14A of the Listing
Rules. The directors can attend meetings in person or by means of a
conference telephone or other communications facilities in accordance
with Bye-law 136 of the Company’s Bye-laws.

The senior management is responsible for the daily operations of the Group
under the leadership of the Board. To this end, the senior management has
to implement, follow up and monitor the business plans, internal control
and corporate governance practices developed by the Board.

Directors’ Training

Every director keeps abreast of responsibilities as a director of the
Company and of the conduct, business activities and development of the
Company. The Company provides all members of the Board with monthly
updates on the Group’s performance and financial position.

During the year, the Company had arranged an in-house training session
to the directors on the implications of late disclosure of inside information
from recent cases. In addition, the directors had attended external courses,
conferences and luncheons organized by various organisations to further
enhance their capacities to carry out director’s duties.

The directors also reviewed the monthly business and financial
updates and other reading materials provided to them concerning latest
developments in corporate governance practices and relevant legal and
regulatory developments.
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Appointment, Re-election and Removal of
Directors

There is no specific term of the appointment of INEDs. However, they are
subject to retirement by rotation and re-election at the annual general
meetings of the Company in accordance with the provision of the Bye-laws
of the Company. This deviates from the Code Provision A.4.1 of the Code
which requires that non-executive directors be appointed for specific terms
subject to rotation and re-election by shareholders. The Board considers
that this current practice is fair and reasonable and does not intend to
change this practice at the moment.

According to Bye-law 111 of the Company’s Bye-laws, one-third of the
directors for the time being (excluding the Chairman and the Deputy
Chairman of the Board) shall retire from office by rotation at each annual
general meeting. Currently, two directors are subject to retirement by
rotation at the forthcoming annual general meeting.

According to Bye-law of 117 of the Company’s Bye-laws, the members
may, at any general meeting and by an ordinary resolution, remove a
director at any time before the expiration of his/her period of office
provided that the notice of any such meeting convened for the purpose of
removing a director shall contain a statement of the intention so to do and
be served on such director not less than 14 days before the meeting and at
such meeting, such director shall be entitled to be heard on the motion for
his/her removal.

Board Diversity Policy

The Board has adopted a board diversity policy (the “Board Diversity
Policy”) on 29th August 2013. The Company recognizes and embraces
the benefits of having a diverse Board to enhance the quality of its
performance. The Board Diversity Policy aimed to set out the approach to
achieve diversity on the Board.

In designing the Board's composition, Board diversity has been considered
from a number of aspects, including but not limited to gender, age,
cultural and educational background, professional experience, skills,
knowledge and length of service. All Board appointments will be based on
meritocracy, and candidates will be considered against objective criteria,
having due regard for the benefits of diversity on the Board.

Selection of candidates will be based on a range of diversity perspectives,
including but not limited to gender, age, cultural and educational
background, professional experience, skills, knowledge and length of
service. The ultimate decision will be based on merit and contribution that
the selected candidates will bring to the Board.
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Corporate Governance Functions
The Board is responsible for performing the corporate governance duties
including:

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

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

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

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

a1 to review the Company’s compliance with the Code and disclosure
in corporate governance reports.

Remuneration Committee and Directors’
Remuneration

The Remuneration Committee of the Company was established on
20th February 2006 to assist the board of directors of the Company to
oversee the remuneration packages of and determine the remuneration
structure of the executive directors and senior management of the
Group. Its current members are Dr. Leung Wai Cheung, Ms. Yeung Man
Yi, Beryl and Mr. Ku Wing Hong, Eric. Dr. Leung is the Chairman of the
Remuneration Committee. The terms of reference including the duties of
the Remuneration Committee have been posted on the Company’s website
and the Stock Exchange’s website.

With effect from the fiscal year 2018/2019, the Remuneration Committee
adopted the management bonus package mechanism of executive directors
which provides that the aggregate amount of management bonuses
payable to all directors in respect of any financial year of the Company
shall not exceed (i) 5% of the net profits of the Group if the net profits
of the Group is HK$2 million or above but is less than HK$5 million; and
(i) 10% of the net profits of the Group if the net profits of the Group
is HK$5 million or above. Furthermore, the Remuneration Committee
also approved to delegate the authority to the Chairman of the Group to
determine the distribution level on the management bonus payout to all
executive directors and each executive director shall entitle to not less
than 10% of the aggregate amount of the management bonuses.
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On 28th February 2019, the Remuneration Committee resolved that the
management bonus package mechanism of executive directors for the
fiscal year 2019/20 shall be maintained at same level as that for the fiscal
year 2018/19.

The following table lists out in bands the remuneration of the executive
directors and senior management whose names appear in the
“Directors” and Senior Management's Profile” section for the year:

RIB-NAF-A-+TNH  FHMEEFFAR
RN CECRFWBEERTESERE
AASREGREZRIN "2/ TN
FERFREOR—KF o

TRIMEI EERSREREBHN ] —H2H
TEERERERENAFEZMER

HK$ Number of persons
BT AE
500,001 — 1,000,000 2
1 —500,000 12
Total number of persons 48 A £ 14

Nomination Committee

The Nomination Committee of the Company was established on 28th
March 2012 to lead the process for the appointment of directors of the
Company. Its current members are Dr. Hung Kim Fung, Measure, Mr.
Charles E. Chapman and Dr. Leung Wai Cheung. Dr. Hung is the Chairman
of the Nomination Committee. The terms of reference including the
responsibilities of the Nomination Committee have been posted on the
Company's website and the Stock Exchange's website.

The terms of reference including the duties of the Nomination Committee
was amended on 28th December 2018 and the amended version has been
posted on the Company’s website and the Stock Exchange’s website.

Nomination Policy

The Nomination Committee adopted a policy for the nomination of the
directors (the “Nomination Policy”). According to the Nomination Policy,
the Nomination Committee will use the following non-exhaustive factors,
including reputation for integrity, accomplishment and experience,
commitment in respect of available time and relevant interest, the
Company's board diversity policy and the independence of the candidate
(in the case of independent non-executive Directors) as reference in
assessing the suitability of a proposed candidate. The Nomination
Committee shall call a meeting of the Nomination Committee and invite
nominations of candidates from Board members if any, for consideration
by the Nomination Committee prior to its meeting. The Nomination
Committee may also put forward candidates who are not nominated by
Board members. The Board shall have the ultimate responsibility and final
decision on all matters relating to its recommendation of candidates to
stand for election at any general meeting.

During the year under review, the Nomination Committee held one
meeting. The minutes of the Nomination Committee meeting was tabled to
the Board for noting and for confirmation by the Board where appropriate.
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Audit Committee

The Audit Committee of the Company was established on 18th April 2001
to assist the Board in providing an independent review of the effectiveness
of the financial reporting process, risk management and internal control
system of the Company.

All members of the Audit Committee are the INEDs. One member has
appropriate professional qualifications, accounting and related financial
management expertise as required under the Listing Rules. None of them is
employed by or otherwise affiliated with former or existing auditors of the
Company. The current members of the Audit Committee are Mr. Charles E.
Chapman, Dr. Leung Wai Cheung and Mr. Ku Wing Hong, Eric. Dr. Leung is
the Chairman of the Audit Committee.

The terms of reference including the duties of the Audit Committee was
amended on 28th December 2018 and the amended version has been
posted on the Company’s website and the Stock Exchange’s website.

The Audit Committee held four meetings during the year under review. The
minutes of the Audit Committee meetings were tabled to the Board for
noting and for action by the Board where appropriate.

During the meetings held in the year under review, the Audit Committee
had performed the following work:

(i) reviewed annual results and the financial reports for the year
ended 31st March 2018 and the interim results and the financial
reports for the six months ended 30th September 2018;

(i) reviewed the findings and recommendations of the internal audit
on the operations and performance of the Group;

(iii) reviewed the accounting principles and practices adopted by the
Group and ensured the Company to comply with the Listing Rules

and other statutory compliance;

(iv) reviewed the effectiveness of internal control and risk management
systems of the Group;

(v) reviewed the external auditors’ management letter and management's
response; and

(vi) reviewed and recommended for approval to the Board the 2018/2019
audit scope and auditors’ remuneration.
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Dividend Policy

The Company has adopted a dividend policy. Subject to any restrictions
under the Laws of Bermuda, the Bye-Laws of the Company and any
applicable laws, rules and regulations, the Company may declare dividend
according to the recommendation of the Board. The Company may in its full
discretion decide not to declare dividend due to various reasons, including
but not limited to maintaining or adjusting the capital structure and
reserving more capital to capture opportunities, etc. In deciding whether
to propose a dividend and in determining the dividend amount, the Board
shall take into account, inter alia:

(i) the general financial condition of the Group;

(ii) the Group's actual and future operations and liquidity position;

(iii) ~ the Group's expected working capital requirements and future
expansion plans;

(iv) the Group's debt to equity ratios and the debt level;

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

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

(vii)  the shareholders’ and the investors' expectation and industry’s
norm;
(viii)  the general market conditions; and

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

Attendance of Individual Directors

The attendance of individual directors at the Board, Audit Committee,
Remuneration Committee, Nomination Committee and Annual General
Meetings during the year under review is set out in the table below.
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Directors’ Responsibility for the Financial
Statements

The directors acknowledge their responsibility to prepare financial
statements for each financial year which give a true and fair view of the
state of affairs of the Group.

As at 31st March 2019, the directors were not aware of any material
uncertainties relating to events or conditions which may cast significant
doubt upon the Company’s ability to continue as a going concern.
Accordingly, the directors have prepared the financial statements of the
Company on a going concern basis.

The responsibilities of the external auditors with respect to financial
reporting are set out in the Independent Auditors’ Report on pages 45 to 52
of this annual report.

The consolidated financial statements for the year ended 31st March 2019
were audited by HLB Hodgson Impey Cheng Limited whose term of office
will expire upon the forthcoming annual general meeting of the Company.
The Audit Committee has recommended to the Board that HLB Hodgson
Impey Cheng Limited be re-appointed as the auditors of the Company at
the forthcoming annual general meeting of the Company.

Auditors’ Remuneration

For the year ended 31st March 2019, the remuneration paid to the
Company’s auditors, HLB Hodgson Impey Cheng Limited, is set out as
follows:
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Risk Management and Internal Control

The Board acknowledges its responsibility for the risk management and
internal control systems and the review of their effectiveness. Such
systems are designed to identify, analyze, evaluate and mitigate risk
exposures that may impact the continued efficiency and effectiveness of
our operation or prevent it from achieving its business objectives.

The risk management process of the Group is coordinated and facilitated
by our compliance officer. The objectives of risk management are to, inter
alia, enhance the Company's governance and corporate management
processes as well as to safeguard the Group against unacceptable
levels of risks and losses. The risk management process of the Group
will involve, inter alia, (i) an annual risk identification exercise which
involves assessment of the consequence and likelihood of risks (including
documenting those of potentially high impact) and the development
and/or review of risk management plans for mitigating such risks; (ii)
testing of documented risk management procedures at approval intervals;
and (iii) providing our staff and other stakeholders appropriate and
reasonable access to relevant information and training in the area of risk
management.

Our internal control staff has performed an assessment on our internal
control systems including reviewing guidelines and policies which are
implemented through our operational process and the results of the same
has been reported to the Board. An internal audit function is set up to
examine key issues in relation to the financial and operational matters/
practices and to provide its findings and any recommendations for
improvement to the Audit Committee.

With a view to identifying, handling and disseminating inside information,
procedures have been implemented by the Group to ensure that
unauthorized access and use of information are strictly prohibited.

During the year ended 31st March 2019, the Board, as supported by the
Audit Committee, our compliance officer and internal audit function,
reviewed the risk management and internal control systems, including the
financial, operational and compliance controls, for the mentioned period,
and considered that such systems are effective and adequate. The annual
review also covered the financial reporting and internal audit function and
staff qualifications, experiences and relevant resources in respect thereof.
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Investor Relations and Communications

The Company establishes different communication channels with
shareholders and investors: (i) the annual general meeting provides a
forum for shareholders to raise comments and exchange views with
the Board; (ii) updated company news and published announcements of
the Group are available on the websites of the Stock Exchange and the
Company; and (iii) different means are opened to the shareholders and
investors for communication channel such as (a) by mail to the Company's
head office at 7/F, New Trend Centre, 704 Prince Edward Road East, San
Po Kong, Kowloon, Hong Kong; (b) by telephone at (852) 2397 6628; or (c)
by fax at (852) 2397 0339.

Company Secretary

The Company Secretary is a full time employee of the Company and has
day-to-day knowledge of the Company's affairs. The Company Secretary
reports to the Chairman. From time to time, the Company Secretary advises
the Board on governance matters and ensures the board procedures,
applicable law, rules and regulations are followed. During the year under
review, the Company Secretary has confirmed that he has complied with
all the qualifications and training requirements under the Listing Rules.

Shareholders’ Right

(i) Procedures by which shareholders can convene a
Special General Meeting (the “SGM”)
The Board shall, on the requisition in writing of the shareholders of
not less than one-tenth of the paid-up capital of the Company upon
which all calls or other sums then due have been paid, forthwith
proceed to convene a SGM.

If within twenty-one days of such deposit, the Board fails to
proceed to convene the SGM, the requisitionists or any of them
representing more than one half of the total voting rights of all
of them, may themselves convene a SGM, but any meeting so
convened shall not be held after three months from the date of the
original deposit.
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(ii) Procedures for putting forward proposals at General
Meetings (the “GM™)
Shareholders can submit a written requisition to move a resolution
at GM. The number of shareholders shall represent not less than
one-twentieth of the total voting rights of all shareholders having
at the date of the requisition a right to vote at the GM, or who are
no less than 100 shareholders.

The written requisition must state the resolution, accompanied
by a statement of not more than 1,000 words with respect to the
matter referred to in any proposed resolution or the business
to be dealt with at the GM. It must also be signed by all of
the shareholders concerned and be deposited to the Company
Secretary at the Company’s office in Hong Kong at 7/F, New Trend
Centre, 704 Prince Edward Road East, San Po Kong, Kowloon, Hong
Kong not less than six weeks before the GM in case of a requisition
requiring notice of a resolution and not less than one week before
the GM in case of any other requisition.

The request will be verified with the Company’s Share Registrars
and upon its confirmation that the request is proper and in
order, the Company Secretary will ask the Board of Directors to
include the resolution in the agenda for the meeting provided
that the shareholders concerned have deposited a sum of
money reasonably sufficient to meet the Company’s expenses in
serving the notice of the resolution and circulating the statement
submitted by the shareholders concerned in accordance with the
statutory requirements to all the registered shareholders.

(iii) Shareholders’ enquiries
Shareholders may at any time send their enquires and concerns to
the Board in writing with contact information of the requisitionists
and deposited to the Company Secretary at the Company’s office
in Hong Kong at 7/F, New Trend Centre, 704 Prince Edward Road
East, San Po Kong, Kowloon, Hong Kong.

Constitutional Documents
During the year under review, there has no change in the Company's
Memorandum of Association and Bye-laws.

(ii)

(iii)
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o

The directors submit their report together with the audited consolidated
financial statements of Mobicon Group Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) for the year ended
31st March 2019.

Principal Activities

The Company is an investment holding company. Its subsidiaries are
principally engaged in the trading and distribution of electronic parts,
components and equipment and computer products and mobile accessories
and trading of beauty products.

An analysis of the Group's performance for the year by business and
geographical segments is set out in Note 5 to the consolidated financial
statements.

Business Review

A fair review of the business of the Group as required pursuant to
Schedule 5 to the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), is set out in the sections “CEQ’s Statement” on pages 7 to 10 and
“Business review” on pages 11 to 13, of this Annual Report respectively.
An analysis using financial key performance indicators, a discussion of the
Group’s environmental policies and performance, and its compliance with
the relevant laws and regulations that have a significant impact on the
Group as well as an account of the key relationships with its stakeholders
are set out in the sections “Five Year Financial Summary” on pages 151
and 152, “Revenue and Segment Information” on pages 104 to 112,
“Environmental, Social and Governance Report” and “Major Customers
and Suppliers” of this Report of the Directors on page 40 respectively. The
above discussions form part of this Directors’ Report.

Results and Appropriations

The results of the Group for the year ended 31st March 2019 are set
out in the consolidated statement of profit or loss and the consolidated
statement of comprehensive income on pages 53 and 54 respectively.

The directors declared an interim dividend of HK cents 0.5 per ordinary

share, totalling HK$1 million, which was paid on 24th December 2018.

The directors recommend the payment of a final dividend of HK cents 0.5
per ordinary share, totalling HK$1 million for the year ended 31st March
2019.
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Report of the Directors
o

Closure of Register of Members

The Register of Members of the Company will be closed from 1st August
2019 to 6th August 2019, both days inclusive, during which period no
transfer of shares will be effected. In order to ascertain the right to attend
the annual general meeting, all transfers accompanied by the relevant
share certificates must be lodged with the Company’s branch share
registrar in Hong Kong, Hong Kong Registrars Limited at its office situated
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Hong Kong for registration not later than 4:30 p.m. on 31st July 2019. The
Register of Members of the Company will be closed from 12th August
2019 to 14th August 2019, during which period no transfer of shares will
be effected, and the final dividend will be paid on 26th August 2019. In
order to qualify for the final dividend, all completed share transfer forms
accompanied by the relevant share certificates must be lodged with the
Company's branch share registrar in Hong Kong, Hong Kong Registrars
Limited at the above address not later than 4:30 p.m. on 9th August 2019.

Share Capital
Details of the movements in the share capital of the Company during the
year are set out in Note 24 to the consolidated financial statements.

Reserves
Details of movements in the reserves of the Company and of the Group
during the year are set out in Note 30 to the consolidated financial
statements and in the consolidated statement of changes in equity,
respectively.

Donations
Charitable and other donations made by the Group during the year
amounted to approximately HK$34,000.

Property, Plant and Equipment

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

Pre-Emptive Rights
There is no provision for pre-emptive rights under the Company's bye-laws
and there is no restriction against such rights under the laws in Bermuda.
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o

Purchase, Sale or Redemption of Shares

The Company has not redeemed any of its shares during the year. Neither
the Company nor any of its subsidiaries has purchased or sold any of the
Company's listed shares during the year ended 31st March 2019.

Directors
The directors who held office during the year and up to the date of this
report were:

Executive directors

Dr. Hung Kim Fung, Measure (Chairman)

Ms. Yeung Man Yi, Beryl (Deputy Chairman and Chief Executive Officer)
Mr. Hung Ying Fung

Mr. Yeung Kwok Leung, Allix

Independent non-executive directors
Mr. Charles E. Chapman

Dr. Leung Wai Cheung

Mr. Ku Wing Hong, Eric

Mr. Hung Ying Fung and Dr. Leung Wai Cheung are required to retire
by rotation under the Company's bye-laws and, being eligible, offer
themselves for re-election at the forthcoming annual general meeting.

Directors’ Service Contracts

Each of the executive directors of the Company (except Dr. Hung Kim Fung,
Measure who did not enter into any service contract with the Company)
has entered into a service contract with the Company for an initial fixed
term of three years commencing from 1st April 2001, and will continue
thereafter until terminated by not less than three months’ notice in writing
served by either party on the other.

Save as disclosed above, none of the directors who are proposed for
re-election at the forthcoming annual general meeting has a service
contract with the Company which is not determinable by the Company
within one year without payment of compensation other than statutory
compensation.
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Report of the Directors
o

Share Option Scheme

On 8th August 2003, the Company adopted a new share option scheme
(the”"New Share Option Scheme”), pursuant to which the eligible persons
may be granted options to subscribe for shares of the Company (the
“Shares”) upon and subject to the terms and conditions of the rules of the
New Share Option Scheme. The New Share Option Scheme is in line with
current Chapter 17 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”).

Since the adoption, no options have been granted under the New Share
Option Scheme up to the date of this report. The New Share Option
Scheme expired on 7th August 2013.

Directors’ and Chief Executive’s Interests in
Equity and Debt Securities

As at 31st March 2019, the interests and short paositions of each director
and chief executive of the Company and his/her associates in the shares,
underlying shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (“"SF0")), as recorded in the register maintained by the Company
under Section 352 of the SFO or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to Divisions 7 and 8 of Part XV of the SFO or the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”), were as
follows:

Ordinary shares of HK$0.10 each in the Company
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Dr. Hung Kim Fung, Measure Long = 90,000,000 90,000,000 45%
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Ms. Yeung Man Yi, Beryl Long = 90,000,000 90,000,000 45%
BEER L HE (Note a)

(Mita)
Mr. Hung Ying Fung Long 26,990,000 = S 13.50%
HEE R A e
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Directors’ and Chief Executive’s Interests in
Equity and Debt Securities (continued)
Ordinary shares of HK$0.10 each in the Company

(continued)
Notes:
(a) These shares are held by M2B Holding Limited, a company owned as to 50% by

Dr. Hung Kim Fung, Measure and the remaining 50% by his wife, Ms. Yeung Man
Yi, Beryl. Accordingly, Dr. Hung Kim Fung, Measure and Ms. Yeung Man Yi, Beryl
were deemed to be interested in 90,000,000 shares of the Company under SFQ. Dr.
Hung Kim Fung, Measure and Ms. Yeung Man Yi, Beryl were in respect of the same
interest and duplicated each other.

(b) These shares are held by Bestmark Management Limited, a company owned as
to 50% by Mr. Yeung Kwok Leung, Allix and the remaining 50% by his wife, Ms.
Wan Lam Keng. Accordingly, Mr. Yeung Kwok Leung, Allix and Ms. Wan Lam Keng
were deemed to be interested in 30,000,000 shares of the Company under SFO. The
interests of Mr. Yeung Kwok Leung, Allix and Ms. Wan Lam Keng were in respect of
the same interest and duplicated each other.

Model Code for Securities Transactions

During the year ended 31st March 2019, the Company had adopted a Code
of Conduct regarding directors’ transactions in securities of the Company
on terms no less exacting than the required standard set out in the Model
Code under Appendix 10 to the Listing Rules. Having made all reasonable
enquires with the directors of the Company, the Company was of the view
that the directors had complied with the said Code of Conduct throughout
the year.

Directors’ Interests in Contracts

Save as disclosed in the paragraph headed “Connected Transactions”
in this report and Note 27 to the consolidated financial statements, no
contract of significance in relation to the Group's business to which the
Company or its subsidiaries was a party and in which a director of the
Company had a material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year.
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Interests of Substantial Shareholders and Other
Persons in the Share Capital of the Company

As at 31st March 2019, so far as is known to the directors of the Company,
the following persons (other than a director or the chief executive of the
Company) had an interest or short position in the shares and underlying
shares of the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO:

F2 BB R K oAt N b A AR 2 W) AR
hBER Z R

RZE—NF=ZA=+—0  BARRESHA
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Number of shares

igvip 4=
Long/short Beneficial Family
Name position owner interests Percentage
L "R/ KE BERBEEA FERER Bot
MZ2B Holding Limited Long 90,000,000 S 45%
e (Note (a))
(MI3E(a)
Bestmark Management Limited Long 30,000,000 = 15%
S (Note (b))
(MI3E(b)
Ms. Wan Lam Keng Long S 30,000,000 15%
EMBL L 5o (Note (b))
(B 5% (b))
Notes: Mz -
(a) Please refer to Note (a) under the section headed “Directors’ and Chief Executive’s (a) HR2HEERTIBETHRAERRARBERESZ
Interests in Equity and Debt Securities”. W | —EiMtEE(a) ©
(b) Please refer to Note (b) under the section headed “Directors’ and Chief Executive’'s  (b) B2H [EERFETHRABRBRARERESRZ

Interests in Equity and Debt Securities”. The interests of Bestmark Management
Limited and Ms. Wan Lam Keng were in respect of the same interest and duplicated
each other.

Save as disclosed above, as at 31st March 2019, according to the register
of interests required to be kept by the Company under Section 336 of
the SFO, there was no person who had any interest or short position in
the shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO.
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o

Management Contracts

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

Major Customers and Suppliers
During the year, the Group sold less than 10% of its goods to its five
largest customers.

The percentages of purchases for the year attributable to the Group’s
major suppliers are as follows:

— the largest supplier 8%
— five largest suppliers in aggregate 25%

None of the directors, their associates or any shareholders (which to the
knowledge of the directors owns more than 5% of the Company’s share
capital) had an interest in these major suppliers or customers.

Sufficiency of Public Float

Based on information that is publicly available to the Company and within
the knowledge of the directors, at least 25% of the Company’s total issued
share capital was held by the public as at the date of this report.

Directors’ Interests in a Competing Business
None of the Directors or their respective associates was interested in,
apart from the Group's business, any business which competes or is likely
to compete, either directly or indirectly, with the business of the Group.
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Report of the Directors
o

Connected Transactions

Certain related party transactions disclosed in Note 27 to the consolidated
financial statements also constituted continuing connected transactions
and connected transactions for the purpose of Chapter 14A of the Listing
Rules. The Company confirmed that it has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules. Details
of such connected transactions are as follows:

Continuing connected transactions

The Group occupies the following shops and premises leased from
M-Bar Limited (“M-Bar"). M-Bar is a company beneficially owned
as to 30% by Dr. Hung Kim Fung, Measure, 30% by Ms. Yeung Man
Yi, Beryl, 20% by Mr. Hung Ying Fung and as to the remaining 20%
by Mr. Yeung Kwok Leung, Allix, all of whom being the executive
directors of the Company.

1.

(a)

On 30th September 2016, Mobicon Holdings Limited
("MHL"), a wholly-owned subsidiary of the Company,
entered into a new tenancy agreement with M-Bar to
renew the lease agreements in respect of Private Car
Parking Space Nos. 6, 7, 24 and 25 on 3rd Floor, Private
Car Parking Space Nos. 6 and 13 on 4th Floor, Units 1-11
on 7th Floor, Units 1—4 on 8th Floor and Units 1-9 on 23rd
Floor, New Trend Centre, 704 Prince Edward Road East,
104 King Fuk Street, San Po Kong, Kowloon, Hong Kong
(collectively, the “Properties”) for a term of three years
from 1st October 2016 to 30th September 2019 at an
aggregate monthly rental of HK$234,000.

On 1st March 2017, MHL entered into a supplementary
agreement with M-Bar, the monthly rental was adjusted
to HK$117,000 from 1st April 2017 to 31st March 2018. On
st March 2018, MHL further entered into a supplementary
agreement with M-Bar, the monthly rental was remained at
HK$117,000 from 1st April 2018 to 31st March 2019.

The leased premises are used as the headquarters of the
Group and ancillary use.
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Connected Transactions (continued)

Continuing connected transactions (continued)
1. (continued)

(b) On 30th September 2016, MHL entered into a new tenancy
agreement with M Bar to renew the lease agreement in
respect of Portion of 1st Floor and 3rd Floor, Efficiency
House, 35 Tai Yau Street, San Po Kong, Kowloon, Hong
Kong for a term of three years commencing from 1st
October 2016 to 30th September 2019 at an aggregated
monthly rental of HK$135,000.

On 1st March 2017, MHL entered into a supplementary
agreement with M-Bar, the monthly rental were adjusted
to HK$67,500 from 1st April 2017 to 31st March
2018. On 1st March 2018, MHL, further entered into a
supplementary agreement with M-Bar. the monthly rental
was remained at HK$67,500 from 1st April 2018 to 31st
March 2019.

The leased premises are used as storage with ancillary
office (in respect of Portion of 1st Floor) and godown for
storage (in respect of 3rd Floor).

During the year, the Group paid rental expenses amounting
to HK$2,214,000 (Note 27) to M-Bar.

The directors (including the independent non-executive directors) consider
these continuing connected transactions have been conducted in the
ordinary and usual course of business of the Group on normal commercial
terms and continuation of these transactions in the future will be
beneficial to the Group.

These continuing connected transactions have also been reviewed by the
independent non-executive directors of the Company who have confirmed
that such continuing connected transactions have been (a) entered
into by the Group in the ordinary and usual course of business of the
Group; (b) conducted on normal commercial terms; and (c) entered into
in accordance with the terms of the lease agreements governing the
transactions on terms that are fair and reasonable and in the interests
of the shareholders of the Company as a whole. The independent
non-executive directors of the Company have also confirmed that the
aggregate value of the transactions were within the respective maximum
amounts as agreed with the Stock Exchange.

The auditors of the Company have also confirmed to the Board that these
continuing connected transactions have received the approval of the Board
and have been entered into in accordance with the terms of the lease
agreements governing the transactions. The auditors of the Company have
also confirmed that the aggregate value of the transactions were within
the respective maximum amounts as agreed with the Stock Exchange.

Mobicon Group Limited - Annual Report 2019
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Report of the Directors
o

Connected Transactions (continued)

Connected transactions

On 27th September 2018, A Plus Computer Holdings Limited, Dr. Hung
Kim Fung Measure, Ms. Yeung Man Yi Beryl, Mr. Hung Ying Fung and Mr.
Yeung Kwok Leung, Allix entered into a sale and purchase agreement in
respect of the sale of 100 issued ordinary shares and 1,000,000 issued
deferred shares of Maxfair Distribution Limited (the “Disposal”). After the
Disposal, Maxfair Distribution Limited ceased to be a subsidiary of the
Group.

As Mr. Hung Lok Tin is the son of Dr. Hung Kim Fung Measure and Ms.
Yeung Man Yi Beryl, he is a connected person of the Company pursuant
to Chapter 14A of the Listing Rules. The Disposal therefore constituted a
connected transaction of the Company under Chapter 14A of the Listing
Rules. As all the applicable percentage ratios in respect of the Disposal are
less than 25% and the total consideration is less than HK$10,000,000, the
Disposal is subject to the announcement and reporting requirements but is
exempt from the circular, independent financial advice and shareholders’
approval requirements under Chapter 14A of the Listing Rules.

For further details, please refer to the Company’s announcement dated
27th September 2018.

Distributable Reserves

Under the Companies Act of Bermuda (as amended), retained profit and
contributed surplus are distributable to shareholders, subject to the
condition that the Company cannot declare or pay a dividend, or make
a distribution out of retained profit and contributed surplus if (i) it is, or
would after the payment be, unable to pay its liabilities as they become
due; or (ii) the realizable value of its assets would thereby be less than the
aggregate of its liabilities and its issued share capital and share premium.

Distributable reserves of the Company as at 31st March 2019 amounted to
approximately HK$74,210,000 (2018: HK$76,211,000).
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o

Five Year Financial Summary
A summary of the results and of the assets and liabilities of the Group for
each of the last five financial years is set out on pages 151 and 152.

Auditors

The consolidated financial statements for the year ended 31st March 2019
were audited by HLB Hodgson Impey Cheng Limited whose term of office
will expire upon the forthcoming annual general meeting. A resolution for
the re-appointment of HLB Hodgson Impey Cheng Limited as the auditors of
the Company for the subsequent year is to be proposed at the forthcoming
annual general meeting.

On behalf of the board of directors

Hung Kim Fung, Measure
Chairman

Hong Kong, 25th June 2019

Mobicon Group Limited - Annual Report 2019
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Independent Auditors’ Report
T S A R

B &t 0 F A R
Hodgson Impey Cheng Limited

HLB

INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF
MOBICON GROUP LIMITED

(Incorporated in Bermuda with limited liability)

Opinion

We have audited the consolidated financial statements of Mobicon
Group Limited (the "Company”) and its subsidiaries (collectively referred
to as the "Group”) set out on pages 53 to 150, which comprise the
consolidated statement of financial position as at 31st March 2019, and
the consolidated statement of profit or loss, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

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

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") issued by the HKICPA. Qur responsibilities under those
standards are further described in the Auditor's Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We
are independent of the Group in accordance with the HKICPA's Code of
Ethics for Professional Accountants (the “Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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T S A R

Key Audit Matters

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

Inventory valuation and allowance

A B0 0 M

ES R

BB EELRERMOBLIN - BAHK
BRAMBRRNBHBABENPE - ELF
FRERMEHEREAMBRRRLABRE
ETREN - RMTEHELERRHEBOE
H o

Refer to Note 2.12, Note 4(a) and Note 17 to the consolidated financial statements.

H2HEE MR MRM 212 - MiFE4@) R MHEE17

We identified the valuation and allowance of inventories as a o
key audit matter due to the significance of the balance to the
consolidated financial statements as a whole, combined with

the judgements associated with determining the amount of
allowances on inventories.
ENTEEREEMSHSEVBBREBEE  NLEBEEFE .
BB MENRRBAE - ftRMEEFENGERES
REARETSIE -

At 31st March 2019, the Group held inventories of approximately
HK$165,044,000. As described in the accounting policies in Note o
2.12 to the consolidated financial statements, inventories are
carried at the lower of cost and net realizable value. As a result,

management assesses the net realizable value of slow-moving o
stocks with reference to the stock ageing report. Inventories are
written down to their net realizable value where this falls below o
their cost.
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Evaluating whether inventories were stated at the
lower of cost and net realizable value at the reporting
date by comparing the sales prices of inventories
subsequent to the reporting date with their carrying
values as at 31st March 2019, on a sample basis;
FREREAPREIFEEERFEN S —NF
ZAZT—BAZEEAEELR  mEFERRER
PIFEERRANEL AT B FE(UBRIEER/E)
PR

Evaluating analysis and assessment made by
management with respect to slow-moving inventories;
and

EEEESFHTFEMEZ N RAHE &

Checking for individual products that invoiced costs
have been correctly recorded, on a sample basis; and
MEZESEEERE ERCHIEZEER &

Assessing whether items in the inventory ageing report
were classified within the appropriate ageing category
by comparing individual items in the report with the
underlying documentation, on a sample basis.
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Key Audit Matters (continued)

Impairment of trade receivables

Wi B i W 3K ) DAL

Refer to Note 2.10, Note 3.1(b), Note 4(b) and Note 18 to the
consolidated financial statements.

BB AMISIRAM FE2.10 » HFE3.1(b) -+ MEREAb) R BiEE18 o

As at 31st March 2019, the Group had trade receivables
amounted to approximately HK$46,653,000 (net of provision for
impairment of approximately HK$1,329,000).
RZZE-NF=A=+—0 > BSENEKESERFEELD
7346,653,0007% 7T (B HIB R B #E #491,329,000/ 7T) °

We identified the impairment of trade receivables as a key audit
matter due to the estimation of expected credit losses involved
a significant level of judgement by management to determine
the use of internal and external data from various sources to
establish the historical credit loss experience and to adjust this
experience for expected future changes, recognizing that these
factors are all subject to a certain level of uncertainty.
ENEEEREEEE I REBEEELERME - UEBETERE
TEREANE RN EBIROER - ERE BT EEBEL
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PR 5 FIH ()

Understanding, evaluating and validating the
key controls performed by management over the
impairment assessment process, in particular those
over the identification of impaired receivables and the
calculation of provisions according to the lifetime ECL
model; and

T EERZEEEERRBAENGRIEFETH
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Evaluating management'’s assessment of the historical
credit loss rates by sample checking inputs in respect
of the assumptions made, such as historical payment
records, correspondence on any disputes or claims with
the customers and subsequent settlement records; and
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Key Audit Matters (continued)

Impairment of trade receivables (continued)

JRE W B 5 B K ) TP (48

The Group applied the HKFRS 9 simplified approach to measure
lifetime expected credit losses (“ECL") allowance for all trade
receivables. Accordingly, management grouped trade receivables
with similar credit risk characteristics and ageing profile. The
estimated ECL rates were based on historical credit loss rates for
different groups and adjusted to reflect the current and multiple
forward-looking information on macro-economic factors that
are considered relevant to determine the ability of customers
to settle the receivables in the future. Management also
assessed the sufficiency of the ECL estimation by considering the
subsequent settlement status, credit profile and on-going trading
relationships with the customers.
EXEEAEBVHREENEIR TOBLEEFERGE
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Understanding the status of each of the material
trade receivables past due as at year end, the
Group's on-going business relationships with the
relevant customers and past settlement history of the
customers through discussion with management; and
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Checking the computation of the amount of provision
and evaluated the expected future changes in credit
risks in management’s assessment by sample checking
the inputs to the assumptions to external data sources;
and
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B ZEBEESENTERTHERBTGAEN
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Performing testing, on a sample basis, of the accuracy
of the trade receivables ageing report.
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Independent Auditors’ Report
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Other Information

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

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

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

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

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

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

The Audit Committee is responsible for overseeing the Group's financial
reporting process.
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Auditors’ Responsibilities for the Audit of the
Consolidated Financial Statements

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

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

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

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

° Evaluate the appropriateness of accounting policies used and the

reasonableness of accounting estimates and related disclosures
made by the directors.

Mobicon Group Limited - Annual Report 2019
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Independent Auditors’ Report
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Auditors’ Responsibilities for the Audit of the
Consolidated Financial Statements (continued)

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

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

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

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence, and
to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
related safeguards.
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Independent Auditors’ Report
T S A R

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

The engagement director on the audit resulting in this independent
auditors’ report is Kwok Kin Leung.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Kwok Kin Leung
Practising Certificate Number: P05769

Hong Kong, 25th June 2019
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Consolidated Statement of Profit or Loss
mERER

For the year ended 31st March 2019 BlE —F— N F=A=+—HILFE

Revenue Wz 479,396 546,672
Cost of sales SHER AR (368,194) (419,909)
Gross profit ES 111,202 126,763
Other income and net gains Hip g A Rz %58 6 3,787 5,901
Distribution and selling expenses SEE R SNE B (39,463) (44,040)
General and administrative expenses —BRITHERER (70,587) (92,012)
Operating profit/(loss) SRR (B18) 4,939 (3,388)
Finance costs Bl B AN 8 (3,181) (2,541)
Profit/(loss) before income tax BErS R AR, (E51E) 1,758 (5,929)
Income tax expense Frig Bk X 9 (4,672) (5,080)
Loss for the year FNEE 7 (2,914) (11,009)
(Loss)/profit attributable to: FE(E(E1R), % H
Equity holders of the Company AREERFEA (7,690) (17,132)
Non-controlling interests FEPE AR RE S 4,776 6,123
(2,914) (11,009)
Loss per share attributable to FARRBERZFEA

the equity holders of the Company S EREE
during the year

— Basic and diluted (HK cents) — B EEE CEN) 10 (8.57)

Details of dividends are disclosed in Note 11 to the consolidated financial % S ER S A M ERENMIT1IHE -
statements.
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Consolidated Statement of Comprehensive Income
o E A et

For the year ended 31st March 2019 Bl E —FE—NF=HA=+—HILFE

Loss for the year FNEE (11,009)

Other comprehensive Ht2mE (X)) A

(expense)/income
Item that may be reclassified R B 7 EE

subsequently to profit or loss HBwm 2 HE
Currency translation differences: i s
— Subsidiaries — QA 7,017
Item that will not be reclassified HET@EHEE

subsequently to profit or loss 1Bz HE
Revaluation loss on property, Y - BB SRR

plant and equipment 2 EfhEE (100)
Other comprehensive (expense)/income, E2mE (FI), Uk A

net of tax (BINBRFIE) (11,649) 6,917
Total comprehensive expense 2HER A (14,563) (4,092)
Total comprehensive (expense)/income  fE(E2E (FX), A

attributable to: 4A%E
Equity holders of the Company AARRRFEA (14,834) (12,414)
Non-controlling interests JEPE AR RE S 21 8,322

(14,563) (4,092)

Mobicon Group Limited - Annual Report 2019



Consolidated Statement of Financial Position

AR AT DL

As at31st March 2019 R=ZE—HE=RA=+—H

Non-current assets REBEE

Property, plant and equipment W -~ BB MG 14 30,160

Investment properties EYE 15 4,805

Other receivables Hfth FE UL R IE 4,032
38,997

Current assets REBEE

Inventories =g 17 165,044

Trade receivables FEUW R SRR 18 46,653

Other receivables and deposits Eofth fE U R TE R IR S 27(b) 16,308

Current income tax recoverable AT Y @ BNER P15 X 337

Cash and bank balances

R MARTTAERR

19 31,733

260,075

Total assets EEHAE 299,072
Current liabilities REBEE
Trade payables e B SRR 20 27,696
Other payables and accruals E i e kI8 N et B 27(c) 12,899
Contract liabilities AHEE 2,434
Loan from a shareholder R E 21 21,245
Finance lease liabilities MEAEEAE 23 14
Short-term bank loans MHIRTTER 22 75,138
Current income tax liabilities BIHAFR S B & 530
139,956
Net current assets B & EFHE 120,119
Total assets less current liabilities EE&AERAHERE 159,116

173,681
51,657
22,579

180
28,251

276,348

297,969

25,366
11,166

14
92,590
640

129,776

146,572

168,193
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Consolidated Statement of Financial Position
L ERILR

As at 31st March 2019 R=ZE—HE=A=+—H

Non-current liabilities

kRBER
Finance lease liahilities MEHEEE

23 28 43

28 43

Net assets EEFE

159,088 168,150

Capital and reserves attributable  &KAFERIZTEA

24 20,000 20,000
104,450 122,107

124,450 142,107
34,638 26,043

to the equity holders of AR R B
the Company
Share capital [N
Reserves [# B
Non-controlling interests FERER
Total equity fEEEE

159,088 168,150

The consolidated financial statements were approved and authorized for
issue by the Board of Directors on 25th June 2019 and signed on its behalf

by:

HUNG KIM FUNG, MEASURE
Chairman

2
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Consolidated Statement of Changes in Equity
o E R

For the year ended 31st March 2019 Bl ZE— T — W F=A=+—HILFE

Balance at 1st April 2017 REF-LENA-R &% 20000 16,706 800 (141 BN2 127430 %06 R4 1812

Total comprehensive income/(expense] ~ ERZEUA/ (BX)EE
for the year - - - 48 (o) (7182 (s 832 (409

Acquisition of additional interests WE-HRBLREMER

in a subsidiary - - - - - (2185 (218 (469  (6,879)
Release of revaluation reserve upon % BRERRAENES
depreciation of property, BRERER
plant and equipment - - - - (149) 149 - - -
Dividends of the Company: KTk
2017 final dividend “E-ERERE - - - - - (1,000] (1,000) - (1,000)
2018 interim dividend “2-\EdERE - - - - - (10000 {1,000 - {1,000
Balance at 31st March 2018 WoE-NE
SR=T-Rz&8 20,000 16,706 800 (6,923) 5263 10621 122107 26043 168,150
Representing; BER:
2018 final dividend “E-\FRERS 1,000
Others £ 105,271
106,271
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Consolidated Statement of Changes in Equity
rahE B R

For the year ended 31st March 2019 HlZE— T — W F=A=+—HIFE

Balance at 31st March 2018 RZE-\EZA=+-H
LB 20000 16,706 800

Adjustment on adoption of HKFRS 9 REHEEY FHE 8 F0%
el 2 % - - -

(6823 529 106211 122101 26043 168150

- - (623) (623) (144) (%)

Balance at Tst April 2018 RIB-N\FRA-RZEs 20000 16,706 800

Total comprehensive (expensel/income AR E(FR) /WALE

(6923 5299 105448 121284 2899 167,183

for the year - - - (6% (157 (7690  [14.834) m o (14583)
Acquisition of a subsidiary WE-EHBAR - - - - - - - 5776 5776
Capital injection from non-controlling ERERTE

interests - - - - - - - 269 2692
Release of revaluation reserve upon % BRRRENER

depreciation of property, BRERBE

plant and equipment - - - - (142) 102 - - -
Dividends of the Company: KRRRE :

2018 final dividend “E-\ERERE - - - - - (10000 {1,000 - (100)
2019 interim dividend “E-hERERE - - - - - (1000 {1,000/ = [1,000]
Balance at 31st March 2019 RZE-hE

=B=t-Bz&s 20000 16,706 800 (139100 494 95900 104450 34638 159,088
Representing; iley
2019 final dividend “T-hERERE 1,000
Others i 94,900

9,300

Note: BiEE

Capital reserve represents the difference between the nominal value of the ordinary shares
issued by the Company and the aggregate of the share capital and share premium of
subsidiaries acquired through exchanges of shares pursuant to the reorganization which took
place on 18th April 2001.
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Consolidated Statement of Cash Flows
Habishie®

For the year ended 31st March 2019 Bl E —FE—NF=HA=1+—HIFE

Cash flows from operating activities R XKEE > HERE
Net cash generated from/(used in) REEEE (BB) 2

operations b eS| 25 (10,996)
Overseas income tax paid EAEINT ISR (3,550)
Hong Kong Profits Tax paid BEREBREH (450)
Hong Kong Profits Tax refunded BBMETER 224
Net cash generated from/(used in) REREBEE(BF)Z

operating activities WEFE (14,772)
Cash flows from investing activities R&EFEEEHERE
Interest received B UHRE 261
Purchase of property, plant and BEME  BEMEE

equipment 14 (2,186)
Proceeds from disposal of property, HEME - BEMEE

plant and equipment FriSEIA 94
Net cash outflow on acquisition of WE—HRBARZES

a subsidiary mEE 28 -
Net cash used in investing activities ~ #&FBBA2HeFH  |EEEEEEMIFLLY (1,831)
Cash flows from financing activities @& FEEE 2 HE T2
Interest paid BEAHE (3,181) (2,541)
Dividends paid to the Company's BIRTARRIKRRZ LS

shareholders (2,000) (2,000)
Capital injection from non-controlling  FE3EAGAEZ T E

interests 2,692 (6,879)
Loan from a shareholder AR B E 21,245 -
Repayments of short-term bank loans &85 HRITE X (565,286) (575,670)
Repayments of finance lease liabilities (EiEREHEE & (14) (14)
Proceeds from short-term bank loans 58 HI4R7T & S 12508 541,558 587,838
Net cash (used in)/generated from MEEE (PR EEY

financing activities e IFR 734
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Consolidated Statement of Cash Flows
AEBAeTER

For the year ended 31st March 2019 Bl E —E—NF=HA=1+—HIFE

RERBRESEED

Net increase/(decrease) in

cash and cash equivalents #h, GR) BEE (15,869)
Cash and cash equivalents FzBEERREEEY

at beginning of the year 28,251 45,738
Effect of foreign exchange rate changes [EX @ &)y g2 2,021 (1,618)
Cash and cash equivalents FRZESRASEEY

at end of the year 28,251
Analysis of balances of cash and BeRASEEY

cash equivalents: HEEROHT
Cash at bank and in hand RITRFERS 28,251

Mobicon Group Limited - Annual Report 2019



Notes to the Consolidated Financial Statements

A AR B

AT

2.1

General Information

Mobicon Group Limited (the “Company”) and its subsidiaries
(collectively, the “Group”) are principally engaged in the trading
and distribution of electronic parts, components and equipment
and computer products and mobile accessories and trading of
cosmetic products.

The Company is a limited liability company incorporated in
Bermuda as an exempted company under the Companies Act of
Bermuda. The addresses of its registered office and principal place
of business are set out in the Company’s annual report.

The Company’s shares have been listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) since 7th May 2001.

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

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

Basis of preparation

The consolidated financial statements of the Group have been
prepared in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”) and disclosure requirements of
the Hong Kong Companies Ordinance Cap. 622. The consolidated
financial statements have been prepared under the historical cost
convention, as modified by the revaluation of property, plant and
equipment and investment properties, which are carried at fair
value.

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

Ao T A B B

2 Summary of Significant Accounting Policies
(continued)

2.1 Basis of preparation (continued)
Application of new and revised Hong Kong Financial
Reporting Standards

(a) New standards, amendments and interpretation to existing
standards effective for annual periods beginning on 1st April 2018,
relevant to the Group’s operation and adopted by the Group:

Amendments to HKFRSs

Amendments to HKAS 28

Amendments to HKAS 40

Amendments to HKFRS 2

HKFRS 9
HKFRS 15

Amendments to HKFRS 15

HK(IFRIC) — Int 22

Annual Improvements to HKFRSs
2014 — 2016 Cycle

Investments in Associates and
Joint Ventures

Transfers of Investment Property

Classification and Measurement of
Share-based Payment
Transactions

Financial Instruments

Revenue from Contracts
with Customers
Clarifications to HKFRS 15

Foreign Currency Transactions and
Advance Consideration

Detailed impacts of the adoption of HKFRS 9 and HKFRS 15 are
disclosed in Note 2.2 below. The adoption of the other amended
standards and interpretation did not have a significant impact on
the results and financial position of the Group.
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Notes to the Consolidated Financial Statements

AT

A AR B

Summary of Significant Accounting Policies

(continued)

Basis of preparation (continued)

Application of new and revised Hong Kong Financial

Reporting Standards (continued)

New standards, amendments to existing standards and

interpretations which have been issued but are not effective for

the financial year beginning on 1st April 2018 and have not been

early adopted:

Amendments to HKFRSs Annual Improvements to HKFRSs
2015 —-2017 Cycle'

Conceptual framework for
Financial Reporting 2018
Amendments to HKAS 19

Revised Conceptual Framework for
Financial Reporting?

Plan Amendment, Curtailment or
Settlement!

Long-term Interests in Associates
and Joint Ventures'

Prepayment Features with Negative
Compensation’

Amendments to HKAS 28

Amendments to HKFRS 9

Amendments to HKFRS 10 Sale or Contribution of Assets

and HKAS 28 between an Investor and its
Associate or Joint Venture*
HKFRS 16 Leases'
HKFRS 17 Insurance Contracts®
HK(IFRIC) — Int 23 Uncertainty over Income Tax

Treatments'

L Effective for annual periods beginning on or after 1st January 2019.

g Effective for annual periods beginning on or after 1st January 2020
: Effective for annual periods beginning on or after 1st January 2021.
& Effective for annual periods beginning on or after a date to be determined.

The Group is in the process of assessing the potential impact of
the above new HKFRSs upon initial application but is not yet in
a position to state whether the above new HKFRSs will have a
significant impact on the Group’s and the Company’s results of
operations and financial position.
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(b)
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Notes to the Consolidated Financial Statements

AR A B

AT

2.1

(c)

Summary of Significant Accounting Policies
(continued)

Basis of preparation (continued)

Application of new and revised Hong Kong Financial
Reporting Standards (continued)

A number of new standards and amendments to standards and
interpretations are effective for annual periods beginning after
1st April 2018 and have not been applied in preparing these
consolidated financial statements. None of these is expected to
have a significant effect on the consolidated financial statements
of the Group, except the following set out below:

HKFRS 16 “Leases”

HKFRS 16 was issued in January 2016. It will result in almost all
leases being recognized on the consolidated statement of financial
position, as the distinction between operating and finance leases
is removed. Under the new standard, an asset (the right to use the
leased item) and a financial liability to pay rentals are recognized.
The only exceptions are short-term and low-value leases.

The accounting for lessors will not significantly change.

Impact

The Group has reviewed all of the Group’s leasing arrangements
over the last year in light of the new lease accounting rules in
HKFRS 16. The standard will affect primarily the accounting for the
Group's operating leases.

As at the reporting date, the Group has non-cancellable operating
lease commitments of approximately HK$18,008,000 (see
Note 26).

Mobicon Group Limited - Annual Report 2019
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Notes to the Consolidated Financial Statements

A AR B

AT

2.1

(c)

Summary of Significant Accounting Policies
(continued)

Basis of preparation (continued)

Application of new and revised Hong Kong Financial
Reporting Standards (continued)

Impact (continued)

HKFRS 16 provides new provisions for the accounting treatment of
leases and all non-current leases, including future operating lease
commitments, must be recognized in the form of an asset (for the
right of use) and a financial liability (for the payment obligation).
Short-term leases of less than twelve months and leases of low-
value assets are exempt from the reporting obligation. The new
standard will therefore result in an increase in assets and financial
liabilities in the consolidated statement of financial position.
Operating expenses under otherwise identical circumstances will
decrease, and depreciation and interest expense will increase. It is
expected that certain portion of these lease commitments will be
required to be recognized in the statement of financial position as
right of use assets and lease liabilities.

The Group expects to recognize right-of-use assets and lease
liabilities for the non-cancellable operating lease commitments
which are more than one year. The Group expects no material
impact to the consolidated statement of comprehensive income.

Date of adoption by the Group

The Group will apply the standard from its mandatory adoption
date of 1st April 2019. The Group intends to apply the modified
retrospective approach and will not restate comparative amounts
for the year prior to first adoption.
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Notes to the Consolidated Financial Statements

O B A

2.2

Summary of Significant Accounting Policies
(continued)

Change in accounting policies

This note explains the impact of the adoption of HKFRS 9 Financial
Instruments and HKFRS 15 Revenue from Contracts with Customers
on the Group's consolidated financial statements.

The Group elected to adopt HKFRS 9 and HKFRS 15 without restating
comparatives. The reclassifications and the adjustments are
therefore not reflected in the consolidated statement of financial
position as at 31st March 2018, but are recognized in the opening
consolidated statement of financial position on 1st April 2018.

The following table shows the adjustments recognized for each
individual line item. Line items that were not affected by the
changes have not been included. The adjustments are explained in
more detail by standard below.

2

2.2

FEFHBRME 2

GRHEORZ 2 H)

7 B 5 8 B R A 2 B S e o 2 RSB 95R
[ERTA | RBEMBHREERF 55
[FEFEHlE | HAREREMB®RE

B2 48
FEo

AEBEZEERABTAMBREEREI
BN B EMBRELNF15HRE T ED
HEHF - Bt - ARANEHROERH
BYER_F-—NF=ZA=+—HZE
BMBRRRARR - ER_FT—N\F
MA—BZE AR AR -

TRIRBEERNREBRZAE -
VTEFANLXEREHZE 2 @RIA
B - BRAERIRATER MR -

Current assets REBEE
Trade receivables EWESER 18 51,657 (967) - 50,690
Current liabilities REBEE
Other payables and accruals Hfef5IE R

[EETE R 11,166 - (1,788) 9,378
Contract liabilities ANEE - - 1,788 1,788
Equity B
Reserves i 122,107 (823) - 121,284
Non-controlling interests R 26,043 (144) - 25,899
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Notes to the Consolidated Financial Statements

A AR B

AT

2.2
(a)

(i)

(ii)

Summary of Significant Accounting Policies
(continued)

Change in accounting policies (continued)

HKFRS 9 “Financial Instruments” — Impact of adoption

HKFRS 9 replaces the provisions of HKAS 39 that relate to the
recognition, classification and measurement of financial assets
and financial liabilities, derecognition of financial instruments,
impairment of financial assets and hedge accounting.

Classification and measurement

On 1st April 2018 (the date of initial application of HKFRS 9), the
Group’s management has assessed which business models apply
to the financial assets held by the Group and has classified its
financial instruments into the appropriate HKFRS 9 categories.
There were no changes to the classification and measurement of
financial instruments. All financial assets and liabilities were at
amortized cost.

Impairment of financial assets

The Group has two types of financial assets that are subject to
HKFRS 9's new expected credit loss model:

° Trade receivables; and

° Other financial assets carried at amortized cost.

The Group was required to revise its impairment methodology
under HKFRS 9 for each of these classes of assets.

While other receivables and deposits and bank balances are also
subject to the impairment requirement of HKFRS 9, the identified
impairment loss was immaterial.
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2.2
(a)

(ii)

Summary of Significant Accounting Policies
(continued)

Change in accounting policies (continued)

HKFRS 9 “Financial Instruments” — Impact of adoption
(continued)

Impairment of financial assets (continued)

Trade receivables

The Group applies the simplified approach to provide for expected
credit losses (“ECL") prescribed by HKFRS 9, which permits the use
of the lifetime expected loss provision for all trade receivables.
To measure the expected credit losses, receivables relating to
customers with known financial difficulties or significant doubt on
collection of receivables are assessed individually for provision for
impairment allowance. Expected credit losses are also estimated
by grouping the remaining receivables based on the ageing and
shared credit risk characteristics, and applying expected credit loss
rates to the respective gross carrying amounts of the receivables.
The expected credit loss rates are determined based on past
experience and are adjusted to reflect current and forward-looking
information such as macroeconomic factors affecting the ability
of the customers to settle the receivables. Management has
closely monitored the credit qualities and the collectability of the
trade receivables. The adoption of the simplified expected credit
loss approach under HKFRS 9 has resulted in additional provision
for impairment of trade receivables amounted to approximately
HK$967,000 as at 1st April 2018.

Other financial assets carried at amortized cost

For other financial assets carried at amortized cost, the expected
credit loss is based on the 12-month expected credit loss. It is the
portion of lifetime expected credit loss that results from default
events on a financial instrument that are possible within 12
months after the reporting date. However, when there has been
a significant increase in credit risk since initial recognition, the
impairment will be based on the lifetime expected credit loss.
Management has closely monitored the credit qualities and the
collectability of the other financial assets at amortized cost and
considers that the expected credit loss is immaterial.
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2.2
(b)

2.3
231

Summary of Significant Accounting Policies
(continued)

Change in accounting policies (continued)

HKFRS 15 “Revenue from Contracts with Customers” —
Impact of adoption

HKFRS 15 replaces HKAS 18 which covers contracts for goods and
services and HKAS 11 which covers construction contracts. Under
the new standard, revenue is recognized when a customer obtains
control of a good or service and thus has the ability to direct the
use and obtain the benefits from the good or service.

The impacts of the adoption of HKFRS 15 are as follows:

Presentation of contract liabilities

“Receipts in advance from customers” which were previously
included in other payables and accruals, amounting to
approximately HK$1,788,000, as at 1st April 2018, are now
included under contract liabilities to reflect the terminology of
HKFRS 15.

Timing of revenue recagnition
The adoption of HKFRS 15 does not have a significant impact when
the Group recognizes revenue mainly from sales of goods.

Subsidiaries

Consolidation

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

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

Non-controlling interests in the results and equity of subsidiaries
are shown separately in the consolidated statement of profit or
loss, statement of comprehensive income, statement of changes in
equity and balance sheet respectively.
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2.3
231
(a)

(b)

Summary of Significant Accounting Policies
(continued)

Subsidiaries (continued)

Consolidation (continued)

Business combinations

The Group applies the acquisition method to account for business
combinations. The consideration transferred for the acquisition
of a subsidiary is the fair values of the assets transferred, the
liabilities incurred to the former owners of the acquiree and the
equity interests issued by the Group. The consideration transferred
includes the fair value of any asset or liability resulting from
a contingent consideration arrangement. ldentifiable assets
acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at
the acquisition date.

Acquisition-related costs are expensed as incurred.

The excess of the consideration transferred, the amount of any
non-controlling interest in the acquiree and the acquisition-date
fair value of any previous equity interest in the acquiree over the
fair value of the identifiable net assets acquired is recorded as
goodwill. If the total of consideration transferred, non-controlling
interest recognized and previously held interest measured is less
than the fair value of the net assets of the subsidiary acquired
in the case of a bargain purchase, the difference is recognized
directly in the consolidated statement of comprehensive income.

Changes in ownership interests

The Group treats transactions with non-controlling interests
that do not result in a loss of control as transactions with equity
owners of the Group. A change in ownership interest results in an
adjustment between the carrying amounts of the controlling and
non-controlling interests to reflect their relative interests in the
subsidiary. Any difference between the amount of the adjustment
to non-controlling interests and any consideration paid or received
is recognized in a separate reserve within equity attributable to
owners of the Company.
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2.3
2.3.1
(b)

232

2.4

Summary of Significant Accounting Policies
(continued)

Subsidiaries (continued)

Consolidation (continued)

Changes in ownership interests (continued)

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

If the ownership interest in a joint venture or an associate is
reduced but joint control or significant influence is retained, only a
proportionate share of the amounts previously recognized in other
comprehensive income are reclassified to profit or loss where
appropriate.

Separate financial statements

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

Impairment testing of the investments in subsidiaries is required
upon receiving a dividend from these investments if the dividend
exceeds the total comprehensive income of the subsidiary in the
period the dividend is declared or if the carrying amount of the
investment in the separate financial statements exceeds the
carrying amount in the consolidated financial statements of the
investee's net assets including goodwill.

Segment reporting

Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating decision-
maker. The chief operating decision-maker, who is responsible for
allocating resources and assessing performance of the operating
segments, has been identified as the steering committee that
makes strategic decisions.
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2.5
(a)

(b)

Summary of Significant Accounting Policies
(continued)

Foreign currency translation

Functional and presentation currency

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

Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the
transactions or valuation where items are re-measured. Foreign
exchange gains and losses resulting from the settlement of
such transactions and from the translation at year-end exchange
rates of monetary assets and liabilities denominated in foreign
currencies are recognized in the consolidated statement of profit
or loss, except when deferred in equity as qualifying cash flow
hedges and qualifying net investment hedges.

Foreign exchange gains and losses that relate to borrowings and
cash and cash equivalents are presented in the consolidated
statement of profit or loss within “finance costs”. All other foreign
exchange gains and losses are presented in the consolidated
statement of profit or loss within “general and administrative
expenses”.

Non-monetary items that are measured at fair value in a foreign
currency are translated using the exchange rates at the date
when the fair value was determined. Translation differences on
assets and liabilities carried at fair value are reported as part of
the fair value gain or loss. For example, translation differences on
non-monetary assets and liabilities such as equities held at fair
value through profit or loss are recognized in profit or loss as part
of the fair value gain or loss and translation differences on non-
monetary assets such as equities classified as available-for-sale
financial assets are recognized in other comprehensive income.

Mobicon Group Limited - Annual Report 2019

2

2.5
(a)

(b)

FEFHBRME 2

A

WEER 2ZHEH
AEBEBETNEBERZMBHERMINER
ORBEHEBREEMENTIZLER
BBANEE((HEEE]) RFHEE
i - MAMBRRIAETER - MBT
RAER TZUjﬁ%%ﬁﬁﬂ RAEBZ28E
XK ae

INER SRR ZAEE(NERAERE
M B)ERZRTERRERER
% AZEXFHRERREERZEX
BENIINEHECEREERAGBME
EZERED YRR BRERER
HERERETEREERREREL PR
BEBFRELINERI -

HEFURRERASEENERE
HBERBEIIRGEEERER L [REK
ZMWEW Fir B H At & 3 U a8 KR S R

ElERRZ[—RETHEEERIA
1§‘J

A RAFEFEZINEIFEKIER THIRA
FEETHH 2 ERBE - BZAFED
RrBEERABZEREZBE®RAAT
B EKERZ —3D o fln: EEH
EERAEBMIL iﬁ/&ﬂ?fﬁﬁkﬁéz
B CREEERERRTERAER
Bl msEE s —6D - FEE %éﬁ?(w
m: HEAAHEESHEEIRE) 2
BME BN EME2ERARER -



Notes to the Consolidated Financial Statements

A T A B B

2.5
(c)

Summary of Significant Accounting Policies
(continued)

Foreign currency translation (continued)

Group companies

The results and financial position of all the group entities (none of
which has the currency of a hyper-inflationary economy) that have
a functional currency different from the presentation currency are
translated into the presentation currency as follows:

(a) assets and liabilities for each statement of financial
position presented are translated at the closing rate at the
end of the reporting period;

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

(c) all resulting exchange differences are recognized in other
comprehensive income.

On consolidation, exchange differences arising from the
translation of any net investment in foreign entities, and of
borrowings and other financial instruments designated as hedges
of such investments, are recognized in other comprehensive
income. When a foreign operation is sold or any borrowings
forming part of the net investment are repaid, the associated
exchange differences are reclassified to profit or loss, as part of
the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of
a foreign entity are treated as assets and liabilities of the foreign
entity and translated at the closing rate. Exchange differences
arising are recognized in other comprehensive income.

2

2.5
(c)

FEFGHBRME 2

A ()

EEET 2 A
SEETHENGEERREREE TR
ERMECMNERERBREE R

ERREER) 2 REARMBIR - A
THABRELSEREY

a) HBYBMRRAEMEIEENE
& HIZBRSHEEEE KT
PERIME

(b) ERBRMARZBARFAHR
SR RE R B (B 401k T 1 [ K
REAEMRREZZFH B ZEX
Pk z Rt E RIS - FH Ut
BAT MARFIERERS
HzEXBE): Kk

(c) BRI ES ZER ZENHEM
EE\@LI&)\%%/L\ ©

ERAKRER  REBINEREMEKE
FREMEEZELZRUARBRERIETE
ERBRREZEHPER ZEBERREM
CRMIEMEEZIERLZE  HREM
E2HPAFER - EHEBIEBHRHR
E@%ﬁ%&A@%*% D ZAEAE K

ﬁ@[ﬂ%%Aiﬁ‘ﬁzﬁé
% ERMEREZ 8D

WESHIERBMELZBHERAFEHN
BERBIEFAMBIERZEERARR
B WRRTIERGE - IELZER
ZENEMEEBRAREZ

BREKEERQE - —2-NEFFH

73



74

Notes to the Consolidated Financial Statements

AR A B

AT

2.5
(d)

2.6

Summary of Significant Accounting Policies
(continued)

Foreign currency translation (continued)

Disposal of foreign operation and partial disposal

On the disposal of a foreign operation (that is, a disposal of
the Group's entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a foreign
operation, a disposal involving loss of joint control over a joint
venture that includes a foreign operation, or a disposal involving
loss of significant influence over an associate that includes a
foreign operation), all of the currency translation differences
accumulated in equity in respect of that operation attributable
to the owners of the Company are reclassified to profit or loss.
In the case of a partial disposal that does not result in the Group
losing control over a subsidiary that includes a foreign operation,
the proportionate share of accumulated currency translation
differences are re-attributed to non-controlling interests and are
not recognized in profit or loss. For all other partial disposals (that
is, reductions in the Group’s ownership interest in associates or
joint ventures that do not result in the Group losing significant
influence or joint control), the proportionate share of the
accumulated exchange difference is reclassified to profit or loss.

Investment properties

Investment properties, principally comprising leasehold properties,
are held for long-term rental yields or for capital appreciation or
both, and that are not occupied by the Group.

Investment properties are initially measured at cost, including
related transaction costs and where applicable borrowing costs.

After initial recognition, investment properties are carried at
fair value, representing open market value determined at each
financial year end by external valuers. Fair value is based on
active market prices, adjusted, if necessary, for any difference
in the nature, location or condition of the specific asset. If the
information is not available, the Group uses alternative valuation
methods such as recent prices on less active markets or discounted
cash flow projections.

Changes in fair values are recorded in the consolidated statement
of profit or loss as part of a valuation gain or loss in “other income
and net gains”.

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognized within
“other income and net gains” in the consolidated statement of

profit or loss.
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2.7

Summary of Significant Accounting Policies
(continued)

Property, plant and equipment

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

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

Freehold land is stated at cost and not depreciated.
Depreciation of property, plant and equipment is calculated using
the straight-line method to allocate their costs to their residual

values over their estimated useful lives as follows:

Leasehold properties 25 to 60 years

Furniture and fixtures 4 years
Office equipment 4 years
Motor vehicles 4 years

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

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

Gains and losses on disposals are determined by comparing
proceeds with carrying amount. These are included in the
consolidated statement of profit or loss.
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2.8

2.9

Summary of Significant Accounting Policies
(continued)

Intangible assets

Goodwill

Goodwill is measured as described in Note 2.9. Goodwill on
acquisitions of subsidiaries is included in intangible assets, which
represents the excess of the consideration transferred over the
Group's interest in the net fair value of the net identifiable assets,
liabilities and contingent liabilities of the acquiree and the fair
value of the non-controlling interests in the acquiree. Goodwill
is not amortized but it is tested for impairment annually, or more
frequently if events or changes in circumstances indicate that
it might be impaired, and is carried at cost less accumulated
impairment losses. Gains and losses on the disposal of an entity
include the carrying amount of goodwill relating to the entity sold.

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

Impairment of non-financial assets

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

A B e Mk

AT

2.10
(a)

(b)

Summary of Significant Accounting Policies
(continued)

Financial assets

Classification

From 1st April 2018, the Group classifies its financial assets in the
category of those to be measured at amortized cost.

The classification depends on the Group's business model for
managing the financial assets and the contractual terms of the
cash flows.

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

Recognition and derecognition

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

2.10
(c)

Summary of Significant Accounting Policies
(continued)

Financial assets (continued)

Measurement

At initial recognition, the Group measures a financial asset at
its fair value plus, in the case of a financial asset not at fair
value through profit or loss (the “FVPL"), transaction costs that
are directly attributable to the acquisition of the financial asset.
Transaction costs of financial assets carried at FVPL are expensed
in profit or loss.

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

Debt instruments

Subsequent measurement of debt instruments depends on the
Group’s business model for managing the asset and the cash
flow characteristics of the asset. The Group classifies its debt
instruments as financial assets at amortized cost.

Amortized cost: Assets that are held for collection of contractual
cash flows where those cash flows represent solely payments of
principal and interest are measured at amortized cost. Interest
income from these financial assets is included in finance income
using the effective interest rate method. Any gain or loss arising on
derecognition is recognized directly in profit or loss and presented
in other income and net gains together with foreign exchange
gains and losses. Impairment losses are included in general and
administrative expenses.

Equity instruments

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

Changes in the fair value of financial assets at FVPL are recognized
in the consolidated statement of profit or loss as applicable.
Impairment losses (and reversal of impairment losses) on equity
investments measured at FVOCI are not reported separately from
other changes in fair value.
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Notes to the Consolidated Financial Statements

A T A B B

2.10
(d)

(e)

Summary of Significant Accounting Policies
(continued)

Financial assets (continued)

Impairment

From 1st April 2018, the Group assesses on a forward-looking basis
the expected credit losses associated with its debt instruments
carried at amortized cost. The impairment methodology applied
depends on whether there has been a significant increase in credit
risk. Note 3.1 details how the Group determines whether there has
been a significant increase in credit risk.

For trade receivables, the Group applies the simplified approach
permitted by HKFRS 9, which requires expected lifetime losses
to be recognized from initial recognition of the receivables. For
other receivables, impairment are measured as either 12-month
expected credit losses or lifetime expected credit losses,
depending on whether there has been a significant increase in
credit risk since initial recognition. If a significant increase in
credit risk of a receivable has occurred since initial recognition,
then impairment is measured as lifetime expected credit losses.

Accounting policies applied until 31st March 2018

The Group has applied HKFRS 9, but has elected not to restate
comparative information. As a result, the comparative information
provided continues to be accounted for in accordance with the
Group’s previous accounting policy.

Classification
Until 31st March 2018, the Group classified its financial assets
under the category of loans and receivables.

The classification depends on the purpose for which the financial
assets were acquired. Management determines the classification
of its financial assets at initial recognition.

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. They are included in current assets, except for maturities
greater than 12 months after the end of the reporting period.
These are classified as non-current assets. The Group's loans
and receivables comprise “Trade receivables”, “Other receivables
and deposits” and “Cash and bank balances” in the consolidated
statement of financial position.
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Notes to the Consolidated Financial Statements

AR A B

AT

2.10
(e)

Summary of Significant Accounting Policies
(continued)

Financial assets (continued)

Accounting policies applied until 31st March 2018
(continued)

Recognition and derecognition

Regular way purchases and sales of financial assets are
recognized on the trade-date, the date on which the Group commits
to purchase or sell the asset. Financial assets are derecognized
when the rights to receive cash flows from the financial assets
have expired or have been transferred and the Group has
transferred substantially all risks and rewards of ownership.
Loans and receivables are initially recognized at fair value plus
transaction costs and subsequently carried at amortized cost using
the effective interest method.

Impairment of financial assets

The Group assessed at the end of each reporting period whether
there is objective evidence that trade and other receivables
is impaired. Impairment losses of trade and other receivables
are incurred only if there is objective evidence of impairment
as a result of one or more events that occurred after the initial
recognition of the assets (a “loss event”) and that loss event (or
events) has an impact on the estimated future cash flows of trade
and other receivables that could be reliably estimated.

Evidence of impairment may include indications that the debtors or
a group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial
reorganization, and where observable data indicate that there is
a measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with
defaults.

For loans and receivables, the amount of the loss is measured
as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted at the
asset’s original effective interest rate. The carrying amount of
the asset is reduced and the amount of the loss is recognized in
the consolidated statement of profit or loss within “general and
administrative expenses”.
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Notes to the Consolidated Financial Statements

A AR B

AT

2.10
(e)

2.11

2.12

Summary of Significant Accounting Policies
(continued)

Financial assets (continued)

Accounting policies applied until 31st March 2018
(continued)

Impairment of financial assets (continued)

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease could be related objectively to an
event occurring after the impairment was recognized (such as
an improvement in the debtor’s credit rating), the reversal of
the previously recognized impairment loss is recognized in the
consolidated statement of profit or loss.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the consolidated statement of financial position
when there is a legally enforceable right to offset the recognized
amounts and there is an intention to settle on a net basis or realize
the asset and settle the liability simultaneously.

Inventories

Inventories are stated at the lower of cost and net realizable value.
Cost is determined using the weighted average method. It excludes
borrowing costs. Costs of purchased inventories are determined
after deducting rebates and discounts. 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.
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Notes to the Consolidated Financial Statements

AR A B

AT

2.13

2.14

2.15

Summary of Significant Accounting Policies
(continued)

Trade and other receivables

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

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

Other receivables are recognized initially at fair value and
subsequently measured at amortized cost using the effective
interest method, less provision for impairment. See Note 2.10
for further information about the Group’s accounting for trade
and other receivables for a description of the Group’s impairment
policies.

Cash and cash equivalents

For the purpose of presentation in the consolidated statement
of cash flows, cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions, other short-term,
highly liquid investments with original maturities of three months
or less that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value.

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares
or options are shown in equity as a deduction, net of tax, from the
proceeds.
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Notes to the Consolidated Financial Statements

A B e Mk

AT

2.16

2.17

Summary of Significant Accounting Policies
(continued)

Trade payables

These amounts represent liabilities for goods and services
provided to the Group prior to the end of financial year which
are unpaid. Trade payables are classified as current liabilities if
payment is due within one year or less (or in the normal operating
cycle of the business if longer). If not, they are presented as
non-current liabilities.

Trade payables are recognized initially at fair value and
subsequently measured at amortized cost using the effective
interest method.

Contract assets and contract liabilities

Upon entering into a contract with a customer, the Group obtains
rights to receive consideration from the customer and assumes
performance obligations to transfer goods or provide services to
the customer. The combination of those rights and performance
obligations gives rise to a net asset or a net liability depending on
the relationship between the remaining rights and the performance
obligations. The contract is an asset and recognized as contract
assets if the measure of the remaining rights exceeds the measure
of the remaining performance obligations. Conversely, the contract
is a liability and recognized as contract liabilities if the measure of
the remaining performance obligations exceeds the measure of the
remaining rights.
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AR A B

AT

2.18

2.19

Summary of Significant Accounting Policies
(continued)

Borrowings

Borrowings are recognized initially at fair value, net of transaction
costs incurred. Borrowings are subsequently carried at amortized
cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognized in the consolidated
statement of profit or loss over the period of the borrowings using
the effective interest method.

Fees paid on the establishment of loan facilities are recognized as
transaction costs of the loan to the extent that it is probable that
some or all of the facility will be drawn down. In this case, the fee
is deferred until the draw-down occurs. To the extent there is no
evidence that it is probable that some or all of the facility will be
drawn down, the fee is capitalized as a pre-payment for liquidity
services and amortized over the period of the facility to which it
relates.

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

Borrowing costs
Borrowing costs are recognized in the consolidated statement of
profit or loss in the period in which they are incurred.
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Notes to the Consolidated Financial Statements

A AR B

AT

2.20

2.21

(a)

Summary of Significant Accounting Policies
(continued)

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payment when due,
in accordance with the terms of a debt instrument.

Financial guarantee contract issued by the Group are initially
measured at the fair values and, if not designated as at FVTPL, are
subsequently measured at the higher of:

o the amount determined in accordance with expected credit
loss model under HKFRS 9 Financial Instruments and

U the amount initially recognized less, when appropriate,
cumulative amortization recognized in accordance with
the principles of HKFRS 15 Revenue from Contracts with
Customers.

The fair value of financial guarantees is determined as the present
value of the difference in net cash flows between the contractual
payments under the debt instrument and the payments that would
be required without the guarantee, or the estimated amount that
would be payable to a third party for assuming the obligations.

Current and deferred income tax

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

Current income tax

The current income tax charge is calculated on the basis of the tax
laws enacted or substantively enacted at the end of the reporting
period in the countries where the Company’s subsidiaries and
associates operate and generate taxable income. Management
periodically evaluates positions taken in tax returns with respect
to situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.
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AR A B

AT

221
(b)

(c)

Summary of Significant Accounting Policies
(continued)

Current and deferred income tax (continued)

Deferred income tax

Inside basis differences

Deferred income tax is recognized, using the liability method, on
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial
statements. However, the deferred income tax is not accounted
for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time
of the transaction affects neither accounting nor taxable profit or
loss. Deferred income tax is determined using tax rates (and laws)
that have been enacted or substantively enacted by the end of
the reporting period and are expected to apply when the related
deferred income tax asset is realized or the deferred income tax
liability is settled.

Deferred income tax assets are recognized only to the extent that
it is probable that future taxable profit will be available against
which the temporary differences can be utilized.

Outside basis differences

Deferred income tax liabilities are provided on taxable temporary
differences arising from investments in subsidiaries and
associates, except for deferred income tax liahility where the
timing of the reversal of the temporary difference is controlled by
the Group and it is probable that the temporary difference will not
reverse in the foreseeable future.

Offsetting

Deferred income tax assets and liabilities are offset when there
is a legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred income tax assets
and liabilities relate to income taxes levied by the same taxation
authority on either the taxable entity or different taxable entities
where there is an intention to settle the balances on a net basis.
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Notes to the Consolidated Financial Statements

A AR B

AT

2.22
(a)

(b)

(c)

Summary of Significant Accounting Policies
(continued)

Employee benefits

Pension obligations

The Group operates a number of defined contribution plans, the
assets of which are generally held in independently administered
funds. The Group's contributions to the defined contribution
retirement schemes are expensed as incurred and are reduced by
contributions forfeited by those employees who leave the scheme
prior to vesting fully in the contributions.

Employee leave entitlements

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

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

Share-based compensation

The Group operates an equity-settled, share-based compensation
plan. The fair value of the employee services received in exchange
for the grant of the options is recognized as an expense. The total
amount to be expensed over the vesting period is determined
by reference to the fair value of the options granted, excluding
the impact of any non-market vesting conditions (for example,
profitability and sales growth targets). Non-market vesting
conditions are included in assumptions about the number of
options that are expected to become exercisable. At the end
of each reporting period, the entity revises its estimates of the
number of options that are expected to become exercisable. It
recognizes the impact of the revision of original estimates, if any,
in the consolidated statement of comprehensive income, with a
corresponding adjustment to equity. The proceeds received net of
any directly attributable transaction costs are credited to share
capital (nominal value) and share premium when the options are
exercised.
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2.22
(d)

2.23

Summary of Significant Accounting Policies
(continued)

Employee benefits (continued)

Profit-sharing and bonus plans

The expected cost of profit sharing and bonus payments are
recognized as a liahility when the Group has a present legal
or constructive obligation as a result of services rendered by
employees and a reliable estimate of the obligation can be made.

Liabilities for profit sharing and bonus plans are expected to
be settled within 12 months and are measured at the amounts
expected to be paid when they are settled.

Provisions

Provisions for legal claims are recognized when: the Group has a
present legal or constructive obligation as a result of past events;
it is probable that an outflow of resources will be required to
settle the obligation; and the amount has been reliably estimated.
Restructuring provisions comprise lease termination penalties and
employee termination payments. Provisions are not recognized for
future operating losses.

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

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

AT

2.24

(a)

(c)

Summary of Significant Accounting Policies
(continued)

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable, and represents amounts receivable for goods
supplied, stated net of discounts, returns and value added taxes.
The Group recognizes revenue when the amount of revenue can
be reliably measured; when it is probable that future economic
benefits will flow to the entity; and when specific criteria have
been met for each of the Group's activities, as described below.

Revenue from the sales of goods is recognized when control of
products has transferred, which generally coincides with the time
when the goods are delivered to customers and title has passed.

A contract liability is recognized when the Group has received
deposits from the customers. The Group records these as other
payables and accruals in advance in the liahilities section of
the consolidated statement of financial position. Such contract
liability is recognized as revenue when such goods are delivered to
customers.

Interest income is recognized using the effective interest method.
When a receivable is impaired, the Group reduces the carrying
amount to its recoverable amount, being the estimated future
cash flow discounted at the original effective interest rate of the
instrument, and continues unwinding the discount as interest
income. Interest income on impaired receivables is recognized
using the original effective interest rate.

Service income, management fee and commission income are
recognized when the services are rendered.
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(b)

(c)
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2.25

2.26

Summary of Significant Accounting Policies
(continued)

Leases

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net
of any incentives received from the lessor) are charged to the
consolidated statement of profit or loss on a straight-line basis
over the period of the lease.

The Group leases certain property, plant and equipment.
Leases of property, plant and equipment where the Group has
substantially all the risks and rewards of ownership are classified
as finance leases. Finance leases are capitalized at the lease’s
commencement at the lower of the fair value of the leased property
and the present value of the minimum lease payments.

Each lease payment is allocated between the liability and finance
charges. The corresponding rental obligations, net of finance
charges, are included in other long-term payables. The interest
element of the finance cost is charged to the statement of profit or
loss over the lease period so as to produce a constant periodic rate
of interest on the remaining balance of the liability for each period.
The property, plant and equipment acquired under finance leases is
depreciated over the shorter of the useful life of the asset and the
lease term.

Dividend distribution

Dividend distribution to the Company’s shareholders is recognized
as a liability in the Group’s and the Company’s financial
statements in the period in which the dividends are approved by
the Company’s shareholders or directors, where appropriate.
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A T A B B

2.27
(a)

(b)

Summary of Significant Accounting Policies
(continued)

Related parties

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

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of the key management personnel of the
Group or the Group's parent.

The party is an entity where any of the following conditions
applies:

(i) the entity and the Group are members of the same group;

(i) one entity is an associate or joint venture of the other
entity (or of a parent, subsidiary or fellow subsidiary of the
other entity);

(iii)  the entity and the Group are joint ventures of the same
third party;

(iv) one entity is a joint venture of a third entity and the other
entity is an associate of the third entity;

(v) the entity is a post-employment benefit plan for the benefit
of employees of either the Group or an entity related to the
Group;

(vi) the entity is controlled or jointly controlled by a person
identified in (a);

(vii)  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); and

(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 parent of the Group.

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.

2

(a)

(b)

FEFGHBRME 2

2.27 HBEANL
FATHEABRREKREREAEES
B R AT

(i)

(ii)

(iii)

7 7N SR B 2 2 ) e o 2k R 42 )
¥

HAEBEERTE N X

RAKEHIAKERRAZER
EIEAE -

WEBTR—HERENS THER—
TR -

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

RATZEBRREKERTBHEE%
}\iéﬁﬁ%%‘&f P IREKE X

ATBEZERRXFGZECREKE -

ﬁ
- )
ﬁ
>
i
ﬁ:
g
><ll\

Rt AT HEBEEATE
HBZER(AZEET AR E
DEBMABMEP—FZKE K

AAEBRARNEE 2 FRBR

HEIBERBABRBZEELH
BEEZ ERKE AR

BREKEERQE - —2-NEFFH

91



92

Notes to the Consolidated Financial Statements

AR A B

AT

(a)
(i)

Financial Risk Management

Financial risk factors

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

Risk management is carried out by a central treasury department
(group treasury) under policies approved by the Board. The Group
treasury identifies, evaluates and hedges financial risks in close
co-operation with the Group's operating units. The Board provides
written principles for overall risk management, as well as written
policies covering specific areas, such as foreign exchange risk,
interest rate risk, credit risk, use of derivative financial instruments
and non-derivative financial instruments, and investment of excess
liquidity.

Market risk

Foreign exchange risk

The Group operates mainly in Hong Kong, Mainland China, South
Africa, Malaysia, Singapore, Taiwan and Portugal is exposed to
foreign exchange risk arising from various currency exposures,
primarily with respect to United States dollars ("USD"). Foreign
exchange risk arises from future commercial transactions,
recognized assets and liabilities and net investments in foreign
operations.

The directors of the Company consider that the foreign exchange
risk is not significant and the Group currently does not have
a foreign currency hedging policy. However, the management
monitors foreign exchange risk exposure and will consider hedging
significant foreign exchange risk exposure should the need arise.
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Notes to the Consolidated Financial Statements

AR B A

3.1
(a)
(i)

(ii)

Financial Risk Management (continued) 3
Financial risk factors (continued) 3.1
Market risk (continued) (a)
Foreign exchange risk (continued) (i)

The following table demonstrates the sensitivity at the reporting
date to a reasonably possible change in the USD exchange rates,
with all other variables held constant, of the Group’s profit before
income tax (due to changes in the fair value of monetary assets and

liabilities).

2019

If New Taiwan dollar weakens against USD

If New Taiwan dollar strengthens against USD
If Singapore dollar weakens against USD

If Singapore dollar strengthens against USD

If South African Rand weakens against USD

If South African Rand strengthens against USD

“Z-NE

fHasEETRE
e EETAE
WE ST ETRE
i g T R T AHE
WAk EEE
CEE LS wa !

2018

If New Taiwan dollar weakens against USD

If New Taiwan dollar strengthens against USD
If Singapore dollar weakens against USD

If Singapore dollar strengthens against USD

If South African Rand weakens against USD

If South African Rand strengthens against USD

—E-)N\F

fHEaB R ETRE
fHEaB L ETAE
(CERIE v A
TWET IR ETAE
(GEERE k3T
CEER kST

AR BB B )
o 5 A o R 6 (4%
AT E S (1)
SNE R (4F)

ATERD - THARGE RS
ZHRT - AREB G BRI
TEEA A BEE Y BB -

*

Excluding retained profits

Price risk

The Group is not exposed to significant price risks during the years

ended 31st March 2019 and 2018.

5% (416) -
-5% 416 -
5% (156) -
-5% 156 -
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O B A

3  Financial Risk Management (continued) 3 WMEREEHe)

3.1 Financial risk factors (continued) 31 WMBRBEEE)

(a)  Market risk (continued) (a) 5 R ()

(i) Cash flow and fair value interest-rate risk (i) B2 RERAFEFERLRE
The Group's exposure to changes in interest rates is mainly REEBZFEEHRLEERGHITE
attributable to its interest-bearing bank borrowings. Borrowings RITEE - REPFERLZEEEH
issued at variable rates expose the Group to cash flow interest- AEBABHRSREMNXEAR - KE
rate risk. Details of the Group's interest-bearing borrowings B BEEZFERERE M B HRRM T2
have been disclosed in Note 22 to the consolidated financial BER o AN £ B IR I N A A AT I R E R IR
statements. The Group currently does not have any interest rate KR EBRE—EHERMXEAR -
hedging policies. However, management monitors interest rate WENAERERERBE RERFE@ER

exposure and will consider hedging significant interest rate
exposure should the need arise.

The following table demonstrates the sensitivity to a reasonably TRETMAEEMEHEZITE - K
possible change in interest rates, with all other variables held SEBRAEHIEMNCGERTZEEEZF
constant, of the Group's profit before income tax (through the )RR EEREEEF A HIRE RS
impact on floating rate borrowings) and the Group's equity. B GRE o

2019 —E-hE

Floating rate borrowings FEER

Floating rate borrowings FEEE

2018 —2-)N\F

Floating rate borrowings FEEE 50 (463) -

Floating rate borrowings REEE (50) 463 -
* Excluding retained profits * TBEBFEH
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A B e Mk

ey

31
(b)

Financial Risk Management (continued)
Financial risk factors (continued)

Credit risk

The Group is exposed to credit risk in relation to its financial assets
at trade receivables, other receivables and deposits, and cash and
bank balances. The carrying amounts of trade receivables, other
receivables and deposits, and cash and bank balances represent
the Group’s maximum exposure to credit risk in relation to financial
assets.

The Group expects that there is no significant credit risk
associated with cash deposits at banks since they are substantially
deposited at medium or large-sized listed banks. Management
does not expect that there will be any significant losses
from non-performance by these counterparties. The existing
counterparties do not have default in the past. Therefore, the
identified impairment loss was immaterial.

The Group applies the simplified approach to provide for expected
credit losses prescribed by HKFRS 9, which permits the use of
the lifetime expected credit loss provision for impairment of
all trade receivables. To measure the expected credit losses,
trade receivables have been grouped based on shared credit
risk characteristics. The Group has performed historical analysis
and identified the key economic variables impacting credit risk
and expected credit loss. It considers available reasonable and
supportive forward-looking information.

To measure the expected credit losses, trade receivables have
been grouped based on nature of customer accounts and shared
credit risk characteristics.
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AR A AR M

3  Financial Risk Management (continued) 3 WMEREEHe)

3.1 Financial risk factors (continued) 31 WMBRBEEE)

(b)  Creditrisk (continued) (b) =B R (&)
On that basis, the loss allowance as at 31st March 2019 and 1st BIEZEE RZE-—NF=ZA=+—
April 2018 (on adoption of HKFRS 9) was determined as follows for BRZZ—NFMA—B(RRAEEH
trade receivables: B EEREIRE) 2 BINE ZERFEE

REBETELT:

Individual assessment ERIFHE

Collective assessment SEFE
(based on due dates) (38 8)
0 to 60 days TEGH 44,186
61 to 120 days 6121208 2,796
121 to0 180 days 1212180H 394
181 to 365 days 181%365H 357

41,982

Individual assessment RERFE 100% 470 (470) -
Collective assessment S R
(based on due dates) (RBER)
0to 60 days ZFE60H 1% 49,245 (249) 48,996
61 to 120 days 61£120H 20% 2,048 (400) 1,648
121 to 180 days 121£180H 78% 212 (166) 46
181 to 365 days 1812365H 100% 152 (152) -
52,1217 (1,437) 50,690
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AR B A

31
(b)

Financial Risk Management (continued)
Financial risk factors (continued)

Credit risk (continued)

Trade receivables are written off when there is no reasonable
expectation of recovery. Indicators that there is no reasonable
expectation of recovery include, amongst others, the failure of a
debtor to engage in a repayment plan with the Group, and a failure
to make contractual payments.

The closing loss allowances for trade receivables as at 31st March
2019 reconcile to the opening loss allowances as follows:

3
3.1
(b)

AR BB B )
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EERB ()
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Az FREBERERFVSEBEEYER
R

31st March - calculated under HKAS 39

ZAS+-B-REEE

BT ERI IR HE

Opening loss allowance as at 1st April 2018 R-FE—FHNHA—HZ
FHIE IR 1H

— calculated under HKFRS 9 —IRIEE A TSR ER|
FEIFETE
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Ao T A B B

3.1
(b)

(c)

Financial Risk Management (continued)
Financial risk factors (continued)

Credit risk (continued)

Previous accounting policy for impairment of trade receivables

In the prior year, the impairment of trade receivables was assessed
based on the incurred loss model. Individual receivables which
were known to be uncollectible were written off by reducing the
carrying amount directly. The other receivables were assessed
collectively to determine whether there was objective evidence
that an impairment had been incurred but not yet been identified.
For these receivables, the estimated impairment losses were
recognized in a separate provision for impairment. The Group
considered that there was evidence of impairment if any of the
following indicators were present:

° significant financial difficulties of the debtor;

U probability that the debtor will enter bankruptcy or
financial reorganization; and

o default or late payments

Receivables for which an impairment provision was recognized
were written off against the provision when there was no
expectation of recovering additional cash.

As at 31st March 2019, the Group has assessed that the expected
loss rate for other receivables and deposits was immaterial.
Thus no loss allowance for other receivables and deposits was
recognized.

Liquidity risk

Ultimate responsibility for liquidity risk management rests with the
Board, which has built an appropriate liquidity risk management
framewaork for the management of the Group's short, medium and
long-term funding and liquidity management requirements. The
Group manages liquidity risk by maintaining adequate reserves and
reserve borrowing facilities, by continuously monitoring forecast
and actual cash flows and matching the maturity profiles of
financial assets and liabilities.

At 31st March 2019, the Group had several short-term bank loans
with carrying amounts of approximately HK$75,138,000 (2018:
HK$92,590,000).
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Notes to the Consolidated Financial Statements

A B R M

3  Financial Risk Management (continued) 3 WMEREEHe)
3.1 Financial risk factors (continued) 31 WMHEEBREEE)
(c)  Liquidity risk (continued) (c) TmEBELEREGE)

AEBeREERBBENRS BHRA
MR FREAE 2 DHERMT

The maturity profile of the Group’s financial assets and liabilities
as at the reporting date, based on the contractual undiscounted
payments, was as follows:

2019 ~B-NE
Trade payables ERESER 21,696 21,696 21,696
Other payables and accruals b et 308
RESER 12,899 12,899 12,899
Loan from a shareholder BREER 21,245 21,205 21,245
Finance lease liabilities BEMEAR 174 16 47 42
Short-term bank loans BHETER 394 75,862 75,862 75,138
131,118 137,149 137,020
2018 - \F
Trade payables ERESER 25,366 - - - 25,366 25,366
Other payables and accruals  E e 308
REHER 9,181 - - - 9,181 9,181
Finance lease liabilities BEMEERE 7.74 16 48 - - 64 57
Short-term bank loans RESIER 330 93,189 - - - 93,189 92,590
121,152 48 - - 127,800 127,194
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O B A

Financial Risk Management (continued)
Capital risk management

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

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

The Group monitors capital on the basis of the gearing ratio. This
ratio is calculated as net debt divided by total equity. Net debt is
calculated as total borrowings (including loan from a shareholder
and short-term bank loans) less cash and cash equivalents.

The Group's strategy remains unchanged and the gearing ratios at
31st March 2019 and 2018 were as follows:

Total borrowings
Less: Cash and cash equivalents

tEERE

B R RREEHED

% R B B )

25 A e 5 7

AEBEEREARY BIEAREREET
S Y BT - (T AR IR H B 3R
RAHMEREE ABENN  URE
BREEREHELURES SRA -

RERFRABELERE  AEEAHE
ARFEKNZBREEE MERRREER
ARBEITHRAEEEERE ©

AEBREERBLRERER - It
RNREBFERAESEETE - &
BERDREERB(BEREREREE
HIRTEFORRE MRS EEYHE -

AEBRBHEFIE - R-T—NF
RZZ2-N\F=ZA=+—HZEERRE

P&

96,383
(31,733)

92,590
(28,251)

64,650

159,088 168,150

Net debt BT
Total equity W 4R RE
Gearing ratio AEAMALE

%
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A B e Mk

AT

3.3

Financial Risk Management (continued)

Fair value estimation

The table below analyzes financial instruments carried at fair
value, by valuation method. The different levels have been defined
as follows:

. Quoted prices (unadjusted) in active markets for identical
assets or liabilities (level 1).

° Inputs other than quoted prices included within level 1
that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from prices)

(level 2).

° Inputs for the asset or liability that are not based on
observable market data (that is, unobservable input)
(level 3).

At 31st March 2019 and 2018, the Group did not have any financial
assets and liabilities that are measured at the above fair value
measurements hierarchy.

There were no significant transfers of financial assets between
Levels 1, 2 and 3 during the year.

SO 5 L B 4 B 4

5P st
TREEETEADNARLEIES S
BMIA RZHREWT

. HRAEESRRBEELEMS R
BOREAB)(E—H -

. BRE—RBIEZREN  ATEE
(B B %) sk (B iR (B HE 5T
EVBRISrEESABRAE
(=) -

o WIKBEBRMEMIGERECE
EXaER ABREBRMEH
ANBE)(EZR) -

RZB-NER=F-N\F=A=+—
A - AREEL SR LR AT EE
BB RZSMAERAME -

FRN - F—H B_B/RE=ZFK2EL
BEMBEASHEEES -
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Notes to the Consolidated Financial Statements

O B A

3  Financial Risk Management (continued) 3 WMEREEHe)

3.4 Financial instruments by category

34 & THREH

The carrying amounts of each of the categories of financial ZemITEBEANBRE R REEN
instruments at the reporting date are as follows:

Financial assets
At amortized cost:
— Trade receivables
— Other receivables and deposits
— Cash and bank balances
Loans and receivables:
— Trade receivables
— Other receivables and deposits
— Cash and bank balances

TRMEE

™

RE AR

— KB SRR

— HAtb R YRR MR
—Re MRITHEH

B R EMGROR
—EWE SRR
—HEMEYGRIE R Z e
—Re RRITEH

Financial liabilities
At amortized cost:
— Trade payables
— Other payables and accruals

— Finance lease liabilities
— Short-term bank loans
— Loan from a shareholder

ERMEE
— BN E Z RN 27,696
—HAMEN IR R
AT E 12,899
-RMEHERE 42
—FEERITE RN 75,138
—BREREK 21,245
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A T A B B

(a)

(b)

©

Critical Accounting Estimates and Judgements
Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year are addressed below.

Net realizable value of inventories

Net realizable value of inventories is the estimated selling price
in the ordinary course of business, less variable selling expenses.
These estimates are based on the current market condition and the
historical experience of selling products of similar nature. It could
change significantly as a result of changes in customer demand
and competitor actions. Management reassesses these estimates
at the end of each reporting date.

Impairment of receivables

The provision of impairment for financial assets are based on
assumptions about risk of default and expected loss rates. The
Group uses significant judgement in making these assumptions
and selecting the inputs to the impairment calculation based on
the Group's past history, existing market conditions as well as
forward-looking estimates at the end of each reporting period.
Details of the key assumption and inputs used are disclosed in
Note 3.1(b).

Income tax

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

4

(a)

(b)

(o)

[69 4 7 it st B B
AREBERBECHRA AR
fEE RH - BERAMERTHEER
YRR FENA RS -

AEEBRBEL AT RER - BRE
E  AUMELZEFHAAZEIR
HRERER - TXHwREHT —EH
BREEZEERBERAEAFLER
HEZBRERA T RERR

Rz v B FE
FEZASRFELSRERBBRERM
AEERTEEHERXZHRE - %F
HEDRBRITTREEUEEERZ
BEHEERFL - FEPRREFH LB
FHFZTHHESHARMBEHAELERXR
25  EEERNERENHEEREH
FHEZE AR

JE WALk I 2 TR
TREEREBRBIRBRZOERR 2K
BRRFEHEREMEE - £FHZFR
RIEDGEBECBARER - AF
BAEREXRAE - GREHEDERK
SENEERSL BRITTHBERARR
BEERERROAEEGEMEL - A7
£ 2 AR ERR N ABIE BRI
#3.1(b) % -

i #53 #¢

REBABMZ EREER ZAEHR -
REERSHEBERSER  AEHEX
HIET - REEEXBEET  ETRHK
st EREHBAREIETE - MK ES
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O B A

5

Revenue and Segment Information
Revenue recognized during the year is as follows:

L&Y Tigi¥g s

PRI

Revenue g

Sales of electronic components,
automation parts and equipment &S

Sales of computer products, mobile
accessories and service income

Sales of cosmetic products fHE b

HEE T - A8Art

HEEMER - TH
FC LA B2 AR A5 UL A

285,984 309,029

94,321 111,847
99,091 125,796

479,396 546,672

The chief operating decision-maker has been identified as the
executive directors of the Company (the “Executive Directors”). The
Executive Directors have reviewed the Group's internal reports in
order to assess the performance and allocate resources; they have
also determined the operating segments based on these reports.
Upon the expansion of the trading of cosmetic retail business,
the Executive Directors have further considered the business
from product perspective and have assessed the performance of
three main business segments: (i) Electronic Trading Business
— Distribution of electronic components, automation parts and
equipment; and (i) Computer Business — Retail sales of computer
products, mobile accessories, distribution of computer products
and provision of IT outsourcing and solution services and (iii)
Cosmetic and Online Retail Business — Retail and distribution of
cosmetic products through retail shops and online channels.

The Executive Directors have assessed the performance of the
operating segments based on segment results before corporate
expenses and finance costs.

Mobicon Group Limited - Annual Report 2019
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A T A B B

5  Revenue and Segment Information (continued) 5 — W&} 43 ¥ Bl 2)
The segment results for the year ended 31st March 2019 are as HE_ZT-NEF=ZA=Z=+—HLEFEZ
follows: DEFEEMT

Revenue from external customers

RENREF 2 Wi 285,984 94,321 479,39

Time of revenue recognition W R
- Atapoint in time -RE-KE 285,984 90,772 99,091 475,847
— Qver time —A—BREER - 3,509 - 3,549
285,984 94,321 99,091 479,396
Segment results PEEE 9,788 3,104 (7,885) 4,939
Finance costs AR A (3.181)
Profit before income tax BRETE B AR 1758
Income tax expense (Note 9) SRS (FT3E9) (4,672)
Loss for the year ERER (2.914)

BERAEEERAT - - EFEFR 105
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O B A

5  Revenue and Segment Information (continued) 5 — Wzk &5 #B & Bl 2)

Depreciation of property, 0E - BRER&EITE

plant and equipment 34
Provision for impairment of [EWE ZEFRERE

trade receivables 810 160 1,058
Reversal of provision for [EWE 5 IR FURE B

impairment of trade receivables %[l (780) (17) (892)
Reversal of provision for BHFERERD

slow-moving inventories (2,262) (21) (2,337)
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AR B A

5 Revenue and Segment Information (continued)
The segment results for the year ended 31st March 2018 are as
follows:

5 Wk EER e
Bz _ZE—-NF=A=Z=+—HIHFE
TABMEEDT -

Revenue & 309,029 111,847 125,796 - 546,672
Segment results NEEE 10,047 887 (14,268) (54) (3,388)
Finance costs BE RN (2,541)
Loss before income tax BRETERAIEE (5,929)
Income tax expense (Note 9) PREHR (F159) (5,080}
Loss for the year FEREE (11,009)
Other segment items included inthe  E A5 AlRABER

consolidated statement of profit or ZHHERMT

loss are as follows:
Depreciation of property, nE - BEREENE

plant and equipment 1,220 345 3,135 - 4,700
Provision for impairment of EWE SRR ERE

trade receivables 432 - - - 432
Reversal of provision for B E ZERUR E R R T

impairment of trade receivables (268) - - - (268)
(Reversal)/provision for BEFE(BERE) BE

slow-moving inventories 23 (184) 77 - (84)

Segment assets consist primarily of property, plant and equipment
investment properties, intangible assets, inventories, trade and
other receivables and cash and bank balances. Unallocated assets
comprise current income tax recoverable and other receivables.

Segment liabilities comprise operating liabilities. Unallocated
liabilities comprise items such as other payables and accruals.

Additions to non-current assets comprise additions to property,

plant and equipment (Note 14).

DHEEIEREDE  BER&RE
REME BVEE 7FH EBRES
BERREMEBKFIBARRE RIRITHE
#he ROBREBEEBBE WD EANHIFTSH
N E & WRIR o

DHEERELERE - KROBEES
REMENRARETERESERR -

NEFRDEEREFIENE  BER
R (HIEE14) ©

BREKEERQE - —2-NEFFR
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O B A

S Revenue and Segment Information (continued)
The segment assets and liabilities as at 31st March 2019 and
additions to non-current assets for the year then ended are as
follows:

Assets % 243,587

Liahilities B 114,119

Additions to non-current assets A B IERENEE 22,216

The segment assets and liabilities as at 31st March 2018 and
additions to non-current assets for the year then ended are as
follows:

W 25 B o SRE R (2)
R-E—NE=A=+—BZoHEE
REENREEZAILEE Y REER
BHEENT :

26,134 24,561 4,790 299,072

8,367 13,410 4,088 139,984

123 ng 23,057

RZBE-NF=ZA=+—BZIHPEE
RBEARBEZR EFEZAEIFR
HEEWMT -

Assets BE 230,142 24117 38,248 5,462 297,969
Liabilities BfE 94,386 10,434 24977 2 129,819
Additions to non-current assets ~ AEIFETRHEE 844 648 694 - 2,186
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AR B A

5

Revenue and Segment Information (continuea) 5 — Wi K53 5 & Bz

The Group’s revenue is generated mainly within Hong Kong, Asia REBZREETEREES TAM
Pacific, South Africa and Europe. @ - EIERREM o

Revenue Wz

Hong Kong (country of domicile) BFEGEMEERR) 303,065 369,645
Asia Pacific 95 A b & 98,513 91,009
South Africa EZEE 72,310 78,314
Europe BN 3,400 1,659
Other countries HiHExR 2,108 6,045

479,396 546,672
Revenue is allocated based on the country in which the customer is IR PRI ERR D o
located.

Total assets BEEHE
Hong Kong i 173,720 198,417
Asia Pacific 5K MR 21,269 27,233

South Africa m3E 66,348 66,857
Europe BN 26,945 -

294,282 292,507
Unallocated assets KOEEE 4,790 5,462

299,072 297,969

Total assets are allocated based on where the assets are located. BEHEBIREEMEMSE -

BREKEERQE - —2-NEFFR
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O B A

S Revenue and Segment Information (continued)

Additions to non-current assets REBERBEE
Hong Kong e

Asia Pacific 25 K i [&
South Africa EE:

Europe BUM

We 25 o SR E R 2)

Additions to non-current assets is allocated based on where the
assets are located.

The total of non-current assets other than financial instruments
located in Hong Kong, Asia Pacific, South Africa and Europe are
approximately HK$1,678,000, HK$5,193,000, HK$9,222,000 and
HK$14,067,000 respectively (2018: approximately HK$2,959,000,
HK$10,853,000, HK$3,105,000 and Nil respectively).

Information about major customers
No customer accounted for 10% or more of the total revenue for
the years ended 31st March 2019 and 2018.

Mobicon Group Limited - Annual Report 2019
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A T A B B

5  Revenue and Segment Information (continued) 5 — Wik K/ & B )

(a) Contract liabilities (a) HHAM
The Group has recognized the following liabilities related to REEEERTIREFPFENEECZE
contracts with customers: & :

Contract liabilities related to sales of BRGHET T ool

electronic components, automation parts BEb AT R iESs
and equipment ERzANEE
Contract liabilities related to sales of BIHESMEM - FHREMN
computer products, mobile accessories LR WABEZ
and service income aREE
Contract liabilities related to sales of HEE M ER 2
cosmetic products AHEE
The Group has adopted HKFRS 15 from 1st April 2018 with AREEE -—ZT—)\ENE—BEBEBL
modified retrospective approach. The comparative information for BT BRI NE S SRS &E| %15
prior periods is not restated, see Note 2.2 for further details. % o WERSIBTHRAZLEER - #
—HEEEFE2HMN 22
Contract liabilities represent receipts in advance from customers AEHEBEEREPKEMASCERER
for goods that have not yet been delivered to the customers. ,)\IE MEBERHAINTFES - B
As at 31st March 2019, the contract liabilities mainly included —ET-hE=A=+—8 A#HAEEGEX
the receipts in advance from individual customers for sales of TEERREHNEERRBYRRP
electronic components, automation parts and equipment, sales of WEFSEBIEEFTH  B8bA
computer products and maobile accessories and sales of cosmetic HRESR HEBKER R FHREFIA
products after the end of respective reporting period. BN Er R TEaMEEZIE o

ERBEEMERAT - —T-AEFE 111
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O B A

5 Revenue and Segment Information (continued)

(b) Revenue recognized in relation to contract liabilities
Revenue of HK$1,788,000 is recognized in relation to contract
liabilities in the year ended 31st March 2019 related to
carried forward contract liabilities as at 1st April 2018. There
is no revenue recognized in relation to contract liabilities for
performance obligation satisfied on or before 1st April 2018.

6 Other Income and Net Gains

Management fee received from third parties

Commission income LA

Interest income from bank deposits HRITERF BMA

Gain on bargain purchase EAEl Gl

Gain on disposal of a subsidiary HE B AR Z Kz

Gross rental income from investment WEYERS WA BEE
properties

Fair value loss on investment properties REMENTFEER

Other income HABUA

BRE=TTZERE

(b)

We 25 B 43 TR E B ()

WA R R 2 s
RBEE_ZT—-AF=A=1+—BILtEE
TANEESRR-_E—N\EmA—A
G A48 ) HER 2 Wik 51,788,000
BT UER-_E-NENA-BEE
M2 BHELY & HE EERE -

LA e A B Wi i T 7
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A T A B B

7

Loss for the Year
Loss for the year has been arrived at after charging/(crediting):

Costs of inventories expensed

Employee benefit expense (Note 12)

Depreciation of property, plant and equipment

Provision for impairment of trade receivables
(included in general and administrative
expenses)

Reversal of provision for impairment of trade
receivables

Reversal of provision for slow-moving
inventories (included in cost of sales)

Operating lease rentals in respect of
rented premises

Auditors’ remuneration

Loss/(gain) on disposal of property,
plant and equipment (included in general
and administrative expenses)

Net foreign exchange losses (included in
general and administrative expenses)

7 ENEHE
EXNFBENG, GHA) FFHISE :

TFERARX 368,194 419,909
R B AR (FifRE12) 52,569 59,533
ME - BELREBTE 314 4,700
FEWE Z IR SR E R
(Bt AR EITIR
ERER) 1,058
FEWE 5 B BUR B R R
(892)
IHFERERD
(B AHERA) (2,337)
HAMEzEEHERS
25,219
ZE AN & 1,100
HEME - BER&REZ
B () (BEFA
—RETRERER)
BB FRE (2R A
—BMITHEEER)

BREKEERQE - —2-NEFFR
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O B A

8

Finance Costs 8 BHEMA

Interest expense on short-term bank loans REBRITEFAEHAZ

Finance lease charges REHEEA
Income Tax Expense 9 RSB X
Hong Kong Profits Tax has been provided at the rate of 16.5% BEENGEHEBRFAREBELASRE
(2018: 16.5%) on the estimated assessable profit arising in or BB BT ERFREMIRI65%(=ZZF—N
derived from Hong Kong for the year. Taxation on overseas profits F 0 16.5%) 2 BEXRBEE < BN Z BIE
has been calculated on the estimated assessable profit for the year BERNMBFERT RN AREBL S
at the rates of taxation prevailing in the countries in which the BRERERZHEAH -

Group operates.

Current income tax BIEARTIS T

- Hong Kong Profits Tax —BEFEH

— Overseas taxation —INEITE

— Qver provision in prior years —IBFFEHBBEEE
Income tax expense FrS R

Mobicon Group Limited - Annual Report 2019



Notes to the Consolidated Financial Statements

A T A B B

Income Tax Expense (continued) 9 M BHX#)

The tax on the Group's profit/(loss) before income tax differs from REBRAGHADER, (BE) 2 HE
the theoretical amount that would arise using the Hong Kong BEAEBNERHERAE 2 B
Profits Tax rate as follows: R - I

Profit/(loss) before income tax MR SR AT () (5,929)

Tax calculated at Hong Kong Profits Tax rate of 1&2& & F|1S 8 F & 16.5%

16.5% (2018: 16.5%) ZZE—N\F :165%)
FTEZBIE
Effect of different tax rates of subsidiaries REMBEREEZHE
operating in other countries INGIENEE s -7
Tax losses of subsidiaries not recognized HARFERZ B AT
HIAEE
Utilization of previously unrecognized )R SE R A R FERR
tax losses MIEEE
Over provision in prior years BEFEBREEE
Others Eth
Income tax expense FRig B2
As the Company is an exempted company incorporated in Bermuda, ARARR AR B FETMK T 2 B
it is exempted from taxation in Bermuda until 2035. RRAF MR ZT=RFAIEREEMN
AFEERE -
As at 31st March 2019, the Group has unused tax losses of RZE—NF=ZA=+—80 A£EZ
approximately HK$78,417,000 (2018: HK$64,338,000) available for REYATIBEIEL A78,417,0008 T (=%
offset against future profits (subject to the approval of the relevant —/J\fF : 64,338,000/ 7C) * BT IEEIE
tax authorities). No deferred tax asset had been recognized in AR S R 2R A (BB AR TS AL R
respect of such tax losses due to the unpredictability of future HEBRFAMERE) o WHERE LB A E 8
profit streams. The tax losses have no expiry date. RIEERIBEE - RERKREERRK

SENHR - HIBBIETRERRE -

BREKEERQE - —2-NEFFR
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O B A

10

11

Loss Per Share 10 HBRER

The calculation of basic loss per share for the year ended BHE-_ZT-—NF=-A=+—HLFEZ
31st March 2019 is based on the Group’s loss attributable to BRERNEBEDNERARAEREB AR
equity holders of the Company of approximately HK$7,690,000 1l AN 2 B B 1B 497,690,0008 T (=T — N\
(2018: HK$17,132,000) and on the weighted average number of 117,132,000 70) R FAE BHITE @R
200,000,000 (2018: 200,000,000) ordinary shares in issue during 2 Jn#E £ ¥5£4200,000,0000% (= — )\ ¢
the year. 200,000,0008% )51 & ©

The diluted loss per share is equal to the basic loss per share as HRARFREBEE_TE-—NLEFR=ZT
the Company has no dilutive potential ordinary shares in issue —NFZR=+T—RLEFELEIMFMA
during the years ended 31st March 2019 and 2018. BEBHECE BRTEBRR  WER

BEEERgRENEEMER -

Dividends 11 A

Interim dividend paid of HK cents 0.5 BIRF HR BB AR E @A

(2018: HK cents 0.5) per ordinary share 058 (=T —N\F :
0.57811l)
Proposed final dividend of HK cents 0.5 ¥R A AR B F AR m AR
(2018: HK cents 0.5) per ordinary share 058 =ZZF—NF :
0.57841l)

At a meeting held on 26th June 2018, the directors of the Company RZE—N\FRAZF+NBRTZEE
proposed a final dividend of HK cents 0.5 per ordinary share in E ARRFEFERERNBE=Z—N
respect of the year ended 31st March 2018. FZA=4+—HILFEZRBKRETR
EBAR0.5 L o

At a meeting held on 25th June 2019, the directors of the Company RZBE-—NERNAZTHBERITZEH

proposed a final dividend of HK cents 0.5 per ordinary share in A RFEFRERERNBE=ZE—N

respect of the year ended 31st March 2019. This proposed final FZA=T—HLFEZREREER

dividend is not reflected as a dividend payable in these financial L AAR0.5 N o b IE IR &Y R B AR B

statements, but will be reflected as an appropriation of retained GRUBESHMERRIEENRE - g

profits for the year ending 31st March 2020. NABE-_T-_TF=-A=+—HIF
B2 BFmFBR -
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AR B A

12 Employee Benefit Expense 12 fR B AR X

(a)

Salaries, wages and other benefits e TEREMBER

Pension costs — defined contribution plans RIKS BN — Rt A

Total employee benefit expense B Bt&FIF X 4258

(including directors’ remuneration) (BRESEHS)

Pensions — defined contribution plans (a) BIkE—wEHAHKEHH
The Group has arranged for its Hong Kong employees to join the AEECREBARERELHS MG
Mandatory Provident Fund Scheme (“the MPF Scheme”). The NESFTE([REEREE]) - RESET
MPF Scheme is a defined contribution scheme managed by an EINEBEMHKEE - WHBIETIAE
independent trustee. Under the MPF Scheme, each of the Group B RERESHE  FEEREES
and its employees makes monthly contribution to the scheme at AEEREBRA(ERRRFIMNLAES
5% of the employees’ earnings as defined under the Mandatory FTEIED)5% T Azt Blft K - BE
Provident Fund Schemes Ordinance. The employer’s and Mg B3z & AU £ IR &30,0007%8 T
employees’ contribution is subject to a cap of monthly earnings of —ZF—)\£ : 30,000 7T) °

HK$30,000 (2018: HK$30,000).

Mobicon-Remote Electronic Sdn. Bhd., a 95% owned subsidiary Mobicon-Remote Electronic Sdn. Bhd. (A5 [&
of the Group, has arranged for its employees in Malaysia to join HEHEPWE= 2 HBERR)E BB RAR
the Employee Provident Fund Scheme (“the EPF Scheme”). The EEZHZ2ERERBERARESFE([AES
EPF Scheme is a defined contribution scheme managed by the E) - RTESEH B EEERAE
government of Malaysia. Under the EPF Scheme, the employer WHERADHMER - REQES
and its employees make monthly contribution to the scheme Z EXREERASFIREERA(ESR
at 13% and 11%, respectively, of the employees’ earnings as B—NN—FEERAEEES)Z213% K
defined under the Employee Provident Fund Act 1991, and the 1% ARSI o BREEFBASN + K
Group has no further obligations for the actual pension payments SEYEAMNEBERIFRAES IR
or post-retirement benefits beyond its contributions. The relevant KRNz E—FTEE - BERBAT#E
government agency is responsible for the pension obligation ABREMENREE MRS -

payable to the retired employees.

BREKEERQE - —2-NEFFR
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12
(a)

Employee Benefit Expense (continued)
Pensions — defined contribution plans (continued)
Mobicon-Remote Electronic Pte Ltd., a wholly-owned subsidiary
of the Group, has arranged for its employees in Singapore to
join the Central Provident Fund Scheme (“the CPF Scheme”). The
CPF Scheme is a defined contribution scheme managed by the
government of Singapore. Under the CPF Scheme, the employer
and its employees make monthly contribution to the scheme at
17% and 20%, respectively, of the employees’ earnings as defined
under the Central Provident Fund Act, and the Group has no further
obligations for the actual pension payments or post-retirement
benefits beyond its contributions. The relevant government agency
is responsible for the pension obligation payable to the retired
employees.

As stipulated by rules and regulations in the PRC, the Group
contributes to state-sponsored retirement plans for its
employees in Mainland China as determined by the relevant local
governments, which are defined contribution plans. Contributions
are based on certain percentage of the applicable salaries of its
employees in Mainland China and have no further obligations for
the actual payment of pensions or post-retirement benefits beyond
the annual contributions. The state-sponsored retirement plans
are responsible for the pension obligations payable to the retired
employees.

Pursuant to the Labor Pension Act of Republic of China, the Group
contributes its employees in Taiwan of no less than 6% of its
employees monthly wages to the employee’s individual pension
account. The Group’s contributions are expensed as incurred.

Mobicon Group Limited - Annual Report 2019
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A T A B B

13 Directors’ and Chief Executive’s Emoluments 13 #HEEFESFHABMSE

The remuneration of every director and the chief executive for the BHEZZT-NWF=ZA=+—HLFE "
year ended 31st March 2019 is set out below: ZEEERFETBAEZHME&EHI W
T

Executive directors HITES
Dr. Hung Kim Fung, Measure HalgE Lt

(chairman) ()
Ms. Yeung Man Yi, Beryl BEEL Tt
(chief executive officer) (778 48%,)
Mr. Hung Ying Fung HRELE
Mr. Yeung Kwok Leung, Allix HERLE

Independent non-executive BAHTES

directors
Mr. Charles E. Chapman Charles E. Chapman’t &
Dr. Leung Wai Cheung REHEL
Mr. Ku Wing Hong, Eric HIKEEE

ERBEMERAT - —¥-nEEE 119
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13 Directors’ and Chief Executive’s Emoluments 13
(continued)
The remuneration of every director and the chief executive for the
year ended 31st March 2018 is set out below:

FHENFETBAEME 2

HE_Z-N\F=ZA=+—HLFESX
EXERIBTBRABZMEH#INNT

Executive directors HITES
Dr. Hung Kim Fung, Measure asclf-dic

(chairman) (FE) - 300 15 315
Ms. Yeung Man Yi, Beryl HEEZ T

(chief executive officer) (7B 4% ) - 720 18 738
Mr. Hung Ying Fung HRZELE - 300 15 315
Mr. Yeung Kwok Leung, Allix HERLE - 300 15 315
Independent non-executive BYFHTES

directors
Mr. Charles E. Chapman Charles E. Chapman 4t 4 80 - - 80
Dr. Leung Wai Cheung REHELT 120 - - 120
Mr. Ku Wing Hong, Eric KR AE 80 - - 80

280 1,620 63 1,963
Note: FfsE -

None of the directors waived or agreed to waive any emoluments during the year
(2018: Nil). No incentive payment for joining the Group or compensation for loss of
office was paid or payable to any director during the year (2018: Nil).

Mobicon Group Limited - Annual Report 2019
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AR B A

13

Directors’ and Chief Executive’s Emoluments
(continued)

Five highest paid individuals

The five individuals whose emoluments were the highest in the
Group for the year include no (2018: one) executive director whose
emoluments are set out above. Details of the remuneration for the
year of the remaining five (2018: four) highest paid employees who
are neither a director nor chief executive of the Company are as
follows:

13

EREAERTBEAEME 2

EIEE 35T PN n

FR - ARERIERSHFALTLE(ZT
—N\F: —R)RTES RzMeER
X -#BTHRE(ZE-NF - mE)R
FEARREZMIFTIBETHRABRZES
HREZEAHFMFROT

Employer’s contributions to defined
contribution scheme

Salaries, allowances and other benefits in kind #& - 3284 & EH A4 Z WiEF
TERAM KRG B 2 B EHR

The emoluments of each of these highest paid individuals whose
remuneration fell within the following bands is as follows:

Nil to HK$1,000,000 Z751,000,00078 7T

FHNFUTEEZESHFALZHE
BT

During the year, no emoluments were paid to the above individual
as inducement to join or upon joining the Group or as compensation
for loss of office (2018: Nil).

FA-YEAEAALINHMEELR
SIREMARRIMARE B 2 R K
ERBERMEE(ZT—\F &)

BREKEERQE - —2-NEFFR
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R BB R P
14 Property, Plant and Equipment 14 W3 - Wm Kk

At 31st March 2017 WZE-tE=B=1-H

Cost or valuation RAELEE 2015 10,079 30,089 20566 2626 65,375
Accumulated depreciation 2itE - - (27.978) (16,922) (2014) (46,914)
Net book amount FEFE 2015 10,079 L1 3644 612 18461
Year ended 31st March 2018 HE-E-\E

ZR=t-ALEE

(Opening net book amount ENEEEE 2015 10079 211 3644 612 18,461
Exchange differences ERER Al 13 2 69 3 1074
Additions NE - - 1304 697 115 2,186
Deficit on revaluation ) - (100) - - - (100
Disposals e - - - (4] - (4
Depreciation it - (250) (3455) (722) (273 (4.700)
Closing net book amount EREMFE 2209 10,463 5 3664 489 16,317
At 31st March 2018 RZR-N§=A=1-H

Cost or valuation HAESGE 2209 10,463 2511 20688 2550 60,41
Accumulated depreciation 2iiE - - (24.459) (17,004) (2,061) (43,524)
Net book amount ERFE 2209 10463 0l 3684 489 16917
Year end 31st March 2019 BE-E-NE

ZR=t-ALEE

Opening net book amount ENETYE 2109 10,463 52 3684 489 16,917
Exchange differences EiEE (192) 519) (35) (104 (45) (1495
Additions AE 7084 - 1200 m n 8771
Transfer to investment properties ERTEE - (4853 - - - (4,853)
Deficit on revaluation e - (157) - - - (157)
Acquisition of a subsidiary It )0 - 14,183 - - 9 14,260
Disposals il - - 1) (29 (%) (131)
Disposal of a subsidiary LE-TEHELR - - - (37) - (37)
Depreciation & - (262) (423) (1.921) (515) (3.141)
Closing net book amount FREmFE 8,521 18,835 9 1,708 Bl 30,160
At 31st March 2019 RZE-nEZA=1-8

Cost or valuation HAETEE 8521 18,870 19.904 16,69 1,626 86,617
Accumulated depreciation 2iiE - 35) (19.112) (14,988) (2322) (36.457)
Net book amount KEFE 8521 18,835 9 1,708 304 30,160
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14

Property, Plant and Equipment (continued)
The analysis of the cost or valuation at 31st March 2019 and 2018
of the above assets is as follows:

2019

At cost
At valuation e

2018

14

14,007

4,863

18,870

Yok ~ W Bt i o)
LTREBEER-_F-NFR-F-N\F=
A=+t—BZRAERMEEITWT :

—2-nE

19,904 16,696

19,904 16,696

—ZE-N\f

At cost i 21 - 2,511 20,588 2590 49,978
At valuation fE - 10,463 - - - 10,463
21 10,463 24,511 20,588 2590 60,441

The leasehold properties are located outside Hong Kong and held
under a long-term lease.

At 31st March 2019, had the leasehold properties of the Group
been carried at historical cost less accumulated depreciation, the
carrying values would have been approximately HK$2,195,000
(2018: HK$4,865,000).

At 31st March 2019, leasehold properties with an aggregate
net book amount of approximately HK$4,863,000 (2018:
HK$10,463,000) have been pledged to secure certain banking
facilities granted by a bank to a subsidiary amounting to
approximately HK$4,195,000 (2018: HK$4,247,000) (Note 22).

HEMEMLRBBRINLIZRBORE
5o

R-B—-AE=A=+—8 HEEH
ZHEMETDRELRARRTINET
B RAIBRAEER L 52195008 T(=F
—J\&F : 4,865,000/7C) °

R-ZB-AE=ZA=+—8  EE#%
B 48 %8 474,863,0008 ;. (=& — J\F ¢
10,463,00078 70 ) 2 THE W EC EHE R -
EAE—MBTET—BWEBERRABHEY
4,195,000/ 70 (==& — J\FF : 4,247,000/
L) ZETIRITRE 2 IR G (FsE22) o

BREKEERQE - —2-NEFFR
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ey

14

(a)

Property, Plant and Equipment (continued)
The fair value of the Group's leasehold properties at 31st March
2019 have been arrived at on the basis of a valuation carried out
on that date by an independent qualified professional valuer not
connected with the Group. The independent valuer is a member of
Singapore Institute of Surveyors and Valuers, and has appropriate
qualifications and recent experiences in the valuation of similar
properties in the relevant locations. The valuations were arrived at
by reference to market evidence of transaction prices for similar
properties.

The Group's policy is to recognize transfers into and transfers out
of fair value hierarchy levels as of the date of the event or change
in circumstances that caused the transfer.

There were no transfers among Levels 1, 2 and 3 during the year.

Valuation basis

Valuation processes

The Group obtains independent valuation for its leasehold
properties at least annually. In the current year, the valuation is
performed by an independent firm of professional valuer. At the
end of each reporting period, the directors update their assessment
of the fair value of the leasehold property, taking into account
the most recent independent valuation. The directors review
the valuation performed by an independent valuer for financial
reporting purposes. Discussions of valuation processes and results
are held between the directors and valuer at least annually, in line
with the Group’s annual report date.

Mobicon Group Limited - Annual Report 2019
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I E Y &L C )
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B T BB B -

AEE Y R RN R BRI
RELBES BRRATESRZHA
HEH -

FN - F—FK FIARE=HRZEL
R -

i {35 e

1EEERF

AEERIBF-ARHEBENESK
BIUfhE RAFE  FRMGEHRBL
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14

(a)

(b)

15

Property, Plant and Equipment (continued)
Valuation basis (continued)

Valuation processes (continued)

At each financial year end, the directors:

(i) Verify all major inputs to the independent valuation report;

(ii) Assess leasehold properties valuations movements when
compared to prior year valuation report; and

(iii) Hold discussions with the independent valuer.

Valuation techniques
The fair value of the leasehold properties of the Group held for own
use as at 31st March 2019 are classified as Level 2 valuations.

The fair value of leasehold properties for own use is determined
using market comparison approach by reference to recent sales
price and rental of comparable properties on a price per square
feet basis using market data which is publicly available.

The Group leases machinery under non-cancellable finance lease
agreements. The lease term is 5 years, and ownership of the assets
lie within the Group.

Investment Properties

Non-current asset — at fair value
Opening balance at 1st April

Exchange differences =R
Transfer from leasehold properties ERaHEYE
Fair value loss NFEEE

FERBEE-RATFE
RO A—RBZFkEs

14

(a)

(b)

15

L E Y &L 1))
WM ()
HEER ()
NeBRREER B -

(i) REBMGHERSTHORELIE
WARUR

il FEEEWEEER LT EEE
HEWRT 22 R

(i) BB (AEMETER o

1EERM

RZZE-—NF=ZRA=+—B  £AEEH
FERZHEHEMEZ R FERDBERSE
—fhE -

BREENEZATFEDERTSLER
EEE  AR2EAHLEEMEERT
HARBB 2T HERIZEFHRER
BEAEFHE OIREENER -

AEERBTARHEREEERREE
Hes o MEIRHLE  FREEZHAR
BAREEME -

BEWE

Closing balance at 31st March

MRERA=+—B2F8RE

<A BN

Gross rental income from
investment properties
Less: Direct operating expenses from
investment properties that generated
rental income

REMFEHES WAL

o EEESWAZIRE
MEZEERLERX

BREKEERQE - —2-NEFFR
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AT

15

(a)

Investment Properties (continued)

The fair value of the Group's investment properties at 31st March
2019 have been arrived at on the basis of a valuation carried out
on that date by an independent qualified professional valuer not
connected with the Group. The independent valuer is a member of
Singapore Institute of Surveyors and Valuers, and has appropriate
qualifications and recent experiences in the valuation of similar
properties in the relevant locations. The valuations were arrived at
by reference to market evidence of transaction prices for similar
properties.

At 31st March 2019, investment properties with aggregate
amount of approximately HK$4,805,000 have been pledged to
secure certain banking facilities granted by a bank to a subsidiary
amounting to approximately HK$4,195,000.

The fair value change is included in “other income and net gains”
in the consolidated statement of profit or loss.

Valuation basis

Valuation processes

The Group obtains independent valuation for its investment
properties at least annually. In the current year, the valuation is
performed by an independent firm of professional valuer. At the
end of each reporting period, the directors update their assessment
of the fair value of each investment property, taking into account
the most recent independent valuations. The directors review
the valuations performed by an independent valuer for financial
reporting purposes. Discussions of valuation processes and results
are held between the directors and valuer at least annually, in line
with the Group’s annual report date.

As at 31st March 2019, the directors:

(i) Verify all major inputs to the independent valuation report;

(i1) Assess investment properties valuations movements when
compared to valuation report on the date of transfer from

property, plant and equipment; and

(iii) Hold discussions with the independent valuer.

Mobicon Group Limited - Annual Report 2019
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BEW¥E e
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R-ZB—-AE=ZA=+—H #ELHEH
4,805,000/ B T 2 EMECD BRI - 1
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15 EES
AEERIBF-AREREVESK
BYEE - RAFE  ARGEHRET
BEXGEMTET RIBERSHEE
BB EFSENMRFHREREYE
RFEZFHE  EREFEROZEY
HE EFEHBLMHEMET MG
B NEEHBMBAER - EEEEER
ROBF-REEAEEFHA BB
HERFRER -

R-ZB—-NE=A=+—H1 =%

(i) BREBYGERSTHABEEKR
AR

(ii) BREMERSHALE  FHER
BERZHEZD &

(i) BB (AEMEITRR



Notes to the Consolidated Financial Statements

AR B A

15

(b)

Investment Properties (continued)

Valuation basis (continued)

Valuation techniques

The fair value of the investment properties of the Group held
to earn rentals as at 31st March 2019 are classified as Level 2
valuations.

The fair value of investment properties is determined using market
comparison approach by reference to recent sales price and rental
of comparable properties on a price per square feet basis using
market data which is publicly available.

The Group's interests in investment properties at their net book
values are analyzed as follows:

Leases of between 10 and 50 years:
— Properties held outside Hong Kong

AN F10FEZ504 -
—ERBEINGEZME

15

(b)

BEW¥E =)

e I 4t (45

EY=E:3
RZB-NE=A=+—0 x&EEHF
BEUBBES 2 REMEZ ATEESD
MBS = RIEHE o

FIFERAZREMEZRAFETERST
BHBOAEE  ER2E A&y
ERAHIBREzTSEMNREFS
RERELEFEZMHEERBES -

REE LAY LR BEFE
mT

BREKEERQE - —2-NEFFR
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O B A

15 Investment Properties (continued) 15
Valuation basis (continued)
(c)  Fairvalue hierarchy (c)

The following tables present the investment properties of the
Group carried at fair value by valuation method as at 31st March
2019:

2019 ZE-hF

Recurring fair value measurements %1 A EE
— Properties held outside ~HEEBEFIMNIEZ
Hong Kong mE

The Group's policy is to recognize transfers into and transfers out
of fair value hierarchy levels as of the date of the event or change
in circumstances that caused the transfer.

There were no transfers among Levels 1, 2 and 3 during the year.

Mobicon Group Limited - Annual Report 2019
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16

Subsidiaries

Details of the subsidiaries as at 31st March 2019, all of which are
held indirectly by the Company (except for Mobicon (BVI) Limited
which is held directly by the Company), are as follows:

A Plus Computer Holdings
Limited

APlus 2 Computer Limited
REFERERAT

APower Holdings Limited
REREERRAT

AESI (HK) Limited
K-RH(ER)
N

Langa Holdings (Proprietary
Limited

British Virgin Islands,
limited liability company

ARRAES  BRAT

Hong Kong,
limited liability company

&% ARAH

Hong Kong,
limited liability company

&% ARAH

Hong Kong,
limited liability company

&% RO

Republic of South Africa,
limited liability company

BHELAE - BRAF

Investment holding in Hong Kong

RERETREER

Trading and distribution of computer
products and mobile accessories

in Hong Kong
REBETERERR
FRENEEENH

Trading and distribution of computer
products, cosmetic products and
mabile accessories in Hong Kong

REBETESRED (HaR

FREHEERNH

Provision of information technology

services in Hong Kong

REBREEAR RS

Investment holding in South Africa

REFETREALR

R I8 2 )
R-ZE—AEF=A=+—8 KB
A B AR A A A ##5 A (M Mobicon (BVI)
LimitedBh o) - AR AR EEFE) © &F
BT -

Ordinary USDB00,000
£ AAR800 0005 T

Ordinary HK$1,000
LER 0008 T

Ordinary HK$500,000
LBRE00,0007E T

Ordinary HK$1,000
LAk 0008

Ordinary South African Rand
("ZAR") 100
LRRI0EERES

100%

100%

60%

100%

61%

100%

100%

60%

100%

61%

BERAEEERAT - - EFEFR 129
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bt & A Wl c42)

16 Subsidiaries (continued) 16

130

Mantech Electronics
(Proprigtary Limited

Maxfair Distribution Limited
BERERAF

MBM Properties (Proprietary)
Limited

MCU Power Limited
REHERAF

Milliard Devices Limited

XERTHERAT

Republic of South Africa,
limited liability company

BHELAE - BRAF

Hong Kong,
limited liability company

Bk BRAA

Republic of South Africa,
limited liability company

BIEANE BRAF

Hong Kong,
limited liability company

&% ARAH

Hong Kong,
limited liability company

&% ARAH

Mobicon Group Limited - Annual Report 2019

Trading and distribution of electronic
parts, components and equipment
in South Africa

REFETSTENR  THR

BEEEENH

Trading and distribution of computer
products and mobile accessories in
Hong Kong

RERETERERR
FRENEERDH

Trading and distribution of electronic
parts, components and equipment
in South Africa

REFETETRE TR
BEEERENH

Trading and distribution of electronic
parts, components and equipment
in Hong Kong

NERETETRE  THR
BEEEENH

Trading and distribution of electronic
parts, components and equipment
in Hong Kong

NERETETRE  THR
BEEEENH

Ordinary ZAR 100
BRI

Ordinary HK$100,
non-voting deferred shares
HK$1,000,000 (Note i)
EER0ET
ERZRELR
1,000,007 7¢ (P ££11)

Ordinary ZAR 100
ERR00EHERE

Ordinary HK$1,000,000
L@MR1,000,000 7T

Ordinary HK$1,000,000
L@MR1,000,000 7T

61%

61%

100%

10%

61%

100%

61%

100%

10%
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16 Subsidiaries (continued)

Mobicon (BVI) Limited

Mabicon (Taiwan) Limited

BEEREIRNER AR

Mobicon Agent Limited
ERBIREER LA

Mobicon Electronic Trading
(Shenzhen| Limited
Note ii]

ERRETES (R
ARAR(FEHi)

Mobicon Holdings Limited
ERNETEERRAA

Mabicon International Limited

British Virgin Islands,
limited liability company

RERLES  BRAT

Republic of China,
limited liability company

hERE ARAA

Hong Kong,
limited liability company

&% BRAH

PRC, wholly-owned
foreign enterprise

RE - HEEELR

Hong Kong,
limited liability company

&% ARAH

British Virgin Islands,
limited liability company

RBRAES  BRAT

16

Investment holding in Hong Kong

REBETRERR

Trading and distribution of electronic
parts, components and equipment
in Taiwan

RABETEFRE  THR
BEEEENH

Trading and distribution of electronic
parts, components and equipment
in Hong Kong

REBETETEN  THR
BREEENH

Trading and distribution of electronic
parts, components and equipment
in the PRC

RABETEFRE  THR
BEEEENH

Trading and distribution of electronic
parts, components and equipment
in Hong Kong

REBETETEN  THR
BREEENH

Investment holding in Hong Kong

RERETREER

BRI 24 ] o)

Ordinary USD10,000
LARI0000ET

Ordinary New Taiwan dollar
5,000,000
LER5000 000574

Ordinary HK$10,000
TRR00008TT

Registered capital
HK$2,000,000
& A2,000 0007

Ordinary HK$10
LRRI0ET

Ordinary USD100
EERI0ET

BREKEERQE - —2-NEFFR

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%
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16 Subsidiaries (continued)

Mobicon Malaysia Limited

Mobicon-Mantech Holdings

Limited

Mabicon-Remote Electronic

Pte Ltd.

Mabicon-Remote Electronic

Sdn. Bhd.

Partners 2 Limited

Videocom Technology
(HK) Limited

KEBL(ER)BRAT

Narciso Gomes - Componentes

Electronicos Lda

British Virgin Islands,
limited liability company

XBRLES  BRAT

British Virgin Islands,
limited liability company

ABRLRS  ARAT

Republic of Singapore,
limited liability company

FIEANE - BRAT

Malaysia,
limited liability company

SRAS BRAA

British Virgin Islands,
limited liability company

RBRAES  BRAT

Hong Kong,
limited liability company

Bk BRAA

Portugal,
limited liability company

F87  BRAF

Mobicon Group Limited - Annual Report 2019
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Investment holding in Hong Kong

REBETRERR

Investment holding in Hong Kong

RERETREER

Trading and distribution of electronic
parts, components and equipment
in Singapore

RATEETETES

ThRESEERNH

Trading and distribution of electronic
parts, components and equipment

in Malaysia
REREZETEFSS
ThRESEEENH

Investment holding in Hong Kong

RERETREER

Trading cosmetic
products in Hong Kong
REBETIEREE

Trading and distribution of electronic
parts, components and equipment
in Portugal

REEFENETEH

ThREREERAH

Bt g 2> w1 (42)

Ordinary USD1
BRRIET

Ordinary USD1,000
LER100ET

Ordinary Singaporean
dollar 300,000
LB IR300,00057T M T

Ordinary Malaysian
Ringgit 1,000,000

EiB7R1,000,000
SRERHER

Ordinary USD100
LRRI0ET

Ordinary HK$2
LRkIET

Ordinary EUR0 1,221,000
EA1,221,000802

100%

61%

100%

95%

100%

100%

51%

100%

61%

100%

95%

100%

100%
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Subsidiaries (continued)
Notes:

(i) The non-voting deferred shares are not owned by the Group. The shares
have no voting rights, are not entitled to dividend, and are not entitled to
any distributions upon winding up unless a sum of HK$10 billion had been
distributed to the holders of ordinary shares.

(ii) The subsidiary has a financial year-end date falling on 31st December
in accordance with the local statutory requirements, which is not
coterminous with the Group. The consolidated financial statements of the
Group were prepared based on the financial statements of the subsidiary
for the twelve months ended 31st March 2019.

None of the subsidiaries had any loan capital in issue at any time
during the year ended 31st March 2019 (2018: Nil).

Material non-controlling interests

The total non-controlling interest for the year is approximately
HK$34,638,000, of which HK$23,379,000 is for Mobicon-Mantech
Holdings Limited and its subsidiaries (“Mobicon-Mantech Group”)
in relation to the Group’s business in South Africa. The non-
controlling interests in respect of the other subsidiaries are not
material.

Summarized financial information on the subsidiary with
material non-controlling interest
Set out below are the summarized financial information for the
subsidiary, Mobicon-Mantech Group that has a non-controlling
interest that is material to the Group.

Summarized statement of financial position

Current B

16

bt & A Wl (42)

MaE -

(i) ERERECERYIFHAERMES - %5
RO WEIRTRE - TEEZARE - R
EREEEZSIMOR - BHEHIR
10,000,000,0007%8 7T T & BAE B A BIBRSN ©

(ii) RBEMEERE  ZMBRRZHEK
FEHEBRTZA=+—H  #BK%
BYT—5 AEBEZEAWBHHRERT
BREZMNBARABE_ZT-HhF=A
=t —HIEt AR ZHMBRERAE -

EMBARRBE_Z—-NLF=A
=+ —HIEFERAERERBREEMD
BOIZEEER(CE-N\F  8|)-

BRI AR

NG JE 2 FEVE AR A 25 48 B8 40 /5 34,638,000
BT - H 23,379,000 TEB RS RAE
& JF ¥ 5 2~ Mobicon-Mantech Holdings
Limited X EL B /& 2 &1 ([ Mobicon-Mantech 58
E]) o B ARZIEEBERST T
B

EBEEAFLZRERZHENT 2
TS E 1] B 8 /A B Mobicon-Mantech 5 & 2
B 75 E R ZE - Mobicon-Mantech2E B &
HAREENEBEAZ IEIRMES -

HBERRRBE

57,249
(17,051)

63,756
(7,160

Assets BE
Liabilities afE
Total current net assets mEEEFEET

40,198

BREKEERQE - —2-NEFFR
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16 Subsidiaries (continued) 16 MEBAWE (2
Material non-controlling interests (continued) ORI B 4k ()
Summarized financial information on the subsidiary with BEEEXHEZEREZZHBLTZHE
material non-controlling interest (continued) BREE(E)
Summarized statement of financial position (continued) Bk AR E (&)

Non-current SR E

Assets BiE

Liabilities =N

Total non-current net assets JERENEE R E AT 19,647

Net assets EEEE 59,845
Summarized statement of comprehensive income FEMmRHE

Revenue S 72121

Profit before income tax TR AT 16,266
Income tax expense FiiSRip s (4,616)
Profit for the year F R 11,650
Other comprehensive (expense)/income Hihzm(Bx) WA (11,506)
Total comprehensive income for the year FREEWALLZE 144
Total comprehensive income allocated to RN 22 g

non-controlling interests ZER AL

Dividends paid to non-controlling interests EIR T IR i e 2 AR 2
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16

Subsidiaries (continued)

16

Material non-controlling interests (continued)
Summarized financial information on the subsidiary with

material non-controlling interest (continued)
Summarized statement of cash flows

Cash flows from operating activities
Cash generated from operations
Overseas income tax paid

REXBELECRESRE

BEEEZRS
EEIMNISH

Pt & 2> W )

TR IR PR HE 25 (%)
AEEAHZRER B AT ZHE
ERHE ()

HenBEME

10,343
(4,647)

14,135
(3,549)

Net cash generated from operating activities

Net cash used in investing activities

Net cash generated from/(used in) financing
activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of

the year
Exchange losses on cash and bank balances

REEBELEZREFR 5,696 10,586
RERYHA 2R EFH (13,323) (3,906)
MEEDEEL/(BAH)

ZHREFE 10,486 (5,955)
RERBSSEMEMFE 2,859
F2RERBRSEFED

ReRRITHESRZELER

4,619

(996)

Cash and cash equivalents at end of the year

FR2B\RBALEHED

6,482

The information above is the amount before
eliminations.

inter-company

EREMBRELEBARAEEHA
ZEHE o

BREKEERQE - —2-NEFFR
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O B A

17 Inventories 17

Electronic parts, components and equipment

ETTM - T RESR

SRS

137,768 139,711
12,382 11,352
14,894 22,618

165,044 173,681

Computer products and mobile accessories BB o e F R
Cosmetic products {bigm
18 Trade Receivables 18

The Group normally grants to its customers credit periods for
sales of goods ranging from 7 to 90 days. The following is an
aged analysis of trade receivables, net of provision of impairment,
presented based on due dates:

0 to 60 days ZTF60H
61 to 120 days 6121204
121 to 180 days 1212180H
181 to 365 days 1812365 H

JRE W B 5 W ik
REB-—BRETERFP2EEEENS
TRHENEIE - REBAFEZY 2
WE SRR (EMBRIRERE) RS
T

49,245

46,653

The maximum exposure to credit risk at the reporting date is the
fair values of trade receivables. There is no concentration of credit
risk with respect to trade receivables as the Group has a large
number of customers. The Group does not hold any collateral as
security in respect of its trade receivables.

As at 31st March 2018, trade receivables of approximately
HK$432,000 were impaired. The amount of the provision was
approximately HK$470,000 as at 31st March 2018. The individually
impaired receivables mainly relate to a few customers, which
are in unexpected difficult economic situations. As at 31st March
2018, the average age of these receivables is over 180 days.

Mobicon Group Limited - Annual Report 2019
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AR B A

18

19

Trade Receivables (continued) 18 MW HE 5 @)

As at 1st April 2018, the Group applies the HKFRS 9 simplified RZZE—N\FHEA—8 A&BEARASF

approach to measure lifetime ECL allowance for all trade BTG REERNFEIR T LRE R E

receivables. AEMERKESEFNEHENREE
EERHE -

Movements on the provision for impairment of trade receivables BUWE ZFERIFCREREZEEHIT ¢

are as follows:

At beginning of the year F4
Impact of HKFRS 9 BBV EIREER
FIR B
Receivables written off as uncollectible il 8T AT Uk (o] fE Uk 3k e
Provision for impairment of trade receivables  FEULEE 5 BE TR E &
Reversal of provision of trade receivables JE W & 5 AR SR i #E o)
Exchange differences 5 ERE
At end of the year FiR
Cash and Bank Balances 19  B& KT &R

Cash at bank and in hand HRITRFHERS
Cash and bank balances of the Group include an amount RNEE 2R e KIRITHA R BIEL1,293,000
of approximately HK$1,293,000 (2018: HK$945,000) was BIL(ZZF—/\F : 9450008 70) KA R
denominated in Renminbi and kept in Mainland China. The FTERFRN R E A2 55 - KRZ
conversion of these Renminbi denominated balances into foreign EUAARBHEZEHBRBINERIEZE
currencies and the remittance of these funds out of Mainland BEoEHPREAM - BEZHR BT BB
China is subject to the rules and regulations of foreign exchange BN B Il 5% Bl ROEAR P AR IR

control promulgated by the PRC government.

BREKEERQE - —2-NEFFR
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B B R M
20 Trade Payables 20  JEAHE 5 WRK
The ageing analysis of trade payables is as follows: B SRMRRITIT

0 to 60 days ZTxE60H 24,419

61 to 120 days 6121204
121 to 180 days 1212180 H
181 to 365 days 1812365 H
N
21 Loan From a Shareholder 21 BB
The amount is unsecured, interest free and was repayable on ERRELAEER 2L RERERE
demand. # e
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AR B A

22 Short-Term Bank Loans

All short-term bank loans are due within one year and denominated
in the following currencies:

Hong Kong dollar BT
US dollar ETT
Euro B 2E
Singapore dollar AN T

22 EHISRATE

FrAERMIRITEROGR —FRE RN
THEEEHE

The effective interest rates of the short-term bank loans at the
reporting date range from approximately 1.05% to 5.40% (2018:
2.68% to 4.2%).

The Group's banking facilities are secured by the leasehold
properties (Note 14) and investment properties (Note 15) of the
Group.

At 31st March 2019, the Group had unutilized facilities of
approximately HK$36,105,000 (2018: HK$60,657,000).

RiwE B - RERITER Z R X
I F-#91.06%E5.40% (= F —/\F : 2.68%
Z4.2%) °

AEBRITHENAEB 2 HEY X
(BRE14) RATE YR (M EE16) 1 -

R-ZE-AFE=A=+—0  x&£EXK
E) Rt & 49 7436,105,0008 T ( —FE— N\
£ 1 60,657,000787T) °

BREKEERQE - —2-NEFFR
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23 Finance Lease Liabilities

Amounts payable under BMEHEET

finance leases: JET0IA -
Within one year —FR
In more than one year and —FRHRERFA

not more than five years

Less: Future finance charges W R E R

Present value of Iease liabilities HEaBE BE

Less: Amount due for settlement & : +=1@ 8 A%/
within 12 months (shown under B2 2\ (ERE
current liabilities) BETHE)

il 5 L 8 £ £

It is the Group’s policy to lease certain of its fixture and furniture
under finance leases. The lease term is 5 years. At 31st March
2019, the effective borrowing rate was 7.74% (2018: 7.74%).
Interest rates are fixed at the contract date. The lease is on a
fixed repayment basis and no arrangement has been entered into
for contingent rental payments. At the end of the lease term,
the Group has the option to purchase the fixture and furniture at
nominal prices.

All finance lease obligations are denominated in SGD.

Mobicon Group Limited - Annual Report 2019
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24 Share Capital

Authorized:

2,000,000,000 ordinary shares of HK$0.10 each

24

Jie A

SETE
R EE0E T2
38 M&2,000,000,000%

200,000 200,000

Issued and fully paid:
200,000,000 ordinary shares of HK$0.10 each

BEITRAR
SREEE010E T2
38 %200,000,000R%

20,000

25
Cash Flows

Notes to the Consolidated Statement of 25

Reconciliation of profit before income tax to net cash generated

from/(used in) operations:

Profit/(loss) before income tax

BRI ANE R, (&)

B B4 Ui B R W

BRASHRATEMELEREBESLE (B
RIZBREFEHR

(5,929)

Adjustments for: LATRIEE 2 FH% -
— Depreciation of property, - BEK
plant and equipment B Ein 4,700
— Loss/(gain) on disposal of property, —HEME - BE K
plant and equipment B EE (KE) (90)
— Interest income — B A (261)
— Interest expense —MERXE 2,54
— Provision for impairment of —EWE SRR
trade receivables RIERE 432
— Reversal of provision for impairment of —EWE S EFRE
trade receivables g b Bl (268)
— Fair value loss on investment properties —REMENFEFE -
— Gain on bargain purchase —HEWE K= -
— Gain on disposal of a subsidiary —HE—HERB ARz W -
Changes in working capital: EEESRE
— Inventories -8 10,722
— Trade receivables —EWE Z R (2,683)
— Other receivables and deposits —H M EUGRE MRS (1.749)
— Trade payables -ENESER (6,855)
— Other payables and accruals — H i E RIE &
EETEA (11,556)
— Contract liabilities —GREaE -
Net cash generated from/(used in) operations & %¥&ES: (BH) 2
IR & %58 25,689 (10,996)

BREKEERQE - —2-NEFFR
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25 Notes to the Consolidated Statement of
Cash Flows (continued)
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 statement as cash flows from
financing activities.

25

HABemEERME e
MEEHELE BB ZHE

TR AEERETHELZABEZ
HEHFE  EERRENFRESEDH - B
BAPELZRERENIERNAKE
HEReRERANDERBMETDHZE

=
'\Z:E/mi °©

At 1st April 2018 RZE-\FMA—A 57 92,590 92,647
Acquisition of a subsidiary Lré-aulollo) PN - 6,925 6,925
Financing cash flow BERERE 21,245 (12) [20,549) 684
Interest expense FERX 2) (3,179) (3,181)
Exchange adjustments [E 3 A" " (649) (650)
At 31st March 2019 R=B-NF=fA=+-8 21,245 12 75,138 96,425

At 1st April 2017 RZE—+EmA—R 65 80,200 80,265
Financing cash flow BEBRLRE (12) 14,707 14,695
Interest expense FlEmYy 2) (2,539) (2,541)
Exchange adjustments I 5 5% 6 222 228
At 31st March 2018 RZE-NFZR=1+—H 57 92,590 92,647
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26 Commitments 26 TRIE
Operating lease commitments — where the Group is R MBS — AREEAE 2 RAA
the lessee
As at 31st March 2019, the Group had future aggregate minimum R-IEBE—NE=ZA=+—8  AXEEHR
lease payments under non-cancellable operating leases in respect HEMEZAAHELEHENAZRE
of rented premises as follows: NHERSHIREEDT -

No later than one year —F R 12,353

Later than one year and no later than five years —4E&ERER 5,655
18,008
Operating lease payments represent rental payables by the Group KEHEREEAEERE TTES
for certain of its retail outlets, office and warehouses. Leases WA EREREMNZES - BHZ
are negotiated and rentals are fixed for terms ranging from 1 to 3 AR —FE=FT% HenHA
years. HIRMER T -
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27 Related Party Transactions 27
Save as disclosed elsewhere in these financial statements, the
Group had the following significant related party transactions
during the year:

(a) Particulars of significant transactions between the Group and  (a)
related parties are summarized below:

Rentals paid/payable to M-Bar Limited & 3¢,/ 3 {<M-Bar

Limited 2 fA & (i).(vi)
Sales to PC Supply Limited and HETEEHRER
its subsidiaries (“PC Supply Group”) NEIRENB AR
([EERER]) (ii)
Purchases from PC Supply Group WEBPEBMFE (ii)
Commission income received from 2 UzExClover Display
Clover Display Limited Limited 7 {4 U A (i)
Services fee paid to PC Supply Group B X & ER/EE
5T (iv)
Management fee paid to PC Supply EXMEERER
Group ZERE (v)
Consultancy fee paid to B 3 FRYM Innovation Ltd.
RYM Innovation Ltd. ok (vii)

I8 Wk N\ 152 5
Bl SHBRRAMGBIFHREESN
AEERFNEUTEABBALRS

REEHRBARATHETZERARZFHE
BEaan T
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27

Related Party Transactions (continued)

Notes:

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

M-Bar Limited is a company beneficially owned by Dr. Hung Kim Fung,
Measure (30%), Ms. Yeung Man Yi, Beryl (30%), Mr. Hung Ying Fung
(20%) and Mr. Yeung Kwok Leung, Allix (20%), directors and substantial
shareholders of the Company. The lease agreements with M-Bar Limited
were entered into at terms agreed between the contracting parties.

PC Supply Limited is owned as to 99.99% and 0.01% by A Plus Computer
Shop Limited (“A Plus”) and Ms. Yeung Man Yi, Beryl respectively. A Plus is
beneficially owned by Dr. Hung Kim Fung, Measure (30%), Ms. Yeung Man
Yi, Beryl (30%), Mr. Hung Ying Fung (20%) and Mr. Yeung Kwak Leung,
Allix (20%), directors and substantial shareholders of the Company. Sales
to and purchases from PC Supply Group were conducted in the normal
course of business at terms as agreed between the contracting parties.

Commission income received from Clover Display Limited was conducted in
the normal course of business at terms as agreed between the contracting
parties.

Services fee paid to PC Supply Group were conducted in the normal course
of business at terms as agreed between the contracting parties.

Management fee paid to PC Supply Group were conducted in the normal
course of business at terms as agreed between the contracting parties.

During the years ended 31st March 2019 and 2018, these transactions
constituted continuing connected transactions as defined in the Listing
Rules.

RYM Innovation Ltd. (“RYM") is owned as to 50% by Mr. Hung Lok Tin.
Mr. Hung Lok Tin is the son of Dr. Hung Kim Fung, Measure, a director of
Mobicon Group Limited. Consultancy fee paid to RYM was conducted in
the normal course of business at terms as agreed between the contracting
parties.

BN LA 5 )

MaE -

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

M-Bar Limited B AR BIEFFRE BRI
R E1E1(30%) ~ BHELL(30%) « H
2 5 A4 (20%) R 15 B AR 5E A (20%) B o
A o HEEM-Bar Limited3] 32 2 T E 3 J0 1%
TRV E T Z IEFRETL -

BERERARDHNEEBENEER
AR BEBEME]) RERELTHS
99.99% [ 0.01%# = - EABMIEHAR
RIE SRR EZREERZHEL(30%) - 15
BUEZ1(30%) « B 2= HE(20%) Kk i5 B
BREEQ%ERESR - BEBPE@E
TZHERKERZHURN —REBKBRE
FIRET RIS I E Z AGRGELT ©

2 U ER Clover Display Limited 2 {8 & W A
TR —REBBRBPIZTNE ST HEZ
RFRULER ©

EXNEETREBZRBETIR —RE
BBRTIRFTOE T MEZ ERZA »

EXNEEREEZEREIR —RE
BBRPIRETOE T ME R ©

REBE-_ZT-hhFR=ZFT—NF=A
S+—HLEE  ZEXHER TR
BIFfFREZIHEEERS -

RYM Innovation Ltd. ([ RYM J)Fa 3t K 5 4
A% o REREEABRAER
BRARESEHRYEH I 2R F - BEX
RYMZ BB B Th R — R E R B2 P iR
RE T HE Z GRS ©
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27 Related Party Transactions (continued)

(b) Included in other receivables of the Group as at 31st March 2019
were rental deposits paid to M-Bar Limited of approximately
HK$738,000 (2018: HK$738,000).

(c) Included in other payables and accruals of the Group were
amounts due to minarity shareholders of certain subsidiaries
of approximately HK$4,066,000 (2018: Nil). The amounts are
unsecured, interest-free and repayable on demand.

(d) Key management compensation

Short-term employee benefits EEEE BT
Post-employment benefits B R A

27
(b)

(c)

(d)

BN LR 5 e
R-ZZE-AE=A=+—0 K&EEH
b & U FX T8 B 75 E 2 5 M-Bar Limited 2
EEZE473800F (T — N\F :
738,000/ 7T ) ©

AEEEMENZIBEREFERABRIERE
<1735 T I /&8~ 7] > 2R 3R 5k 18 494,066,000
BT(ZE—NF: 8) BHRFEAE
B RERBRBEREE -

FEBEIE A B RN

1,620

Further details of directors’ emoluments are included in Note 13 to
the consolidated financial statements.
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28

Business Combination — Acquisition of a
Subsidiary

On 16th January 2019, the Group acquired 51% equity interests
in Narciso Gomes — Componentes Electronicos Lda (“Narciso
Gomes") at a cash consideration of approximately HK$6,007,000.
The principal business of Narciso Gomes is trading and distribution
of electronic parts, components and equipment in Portugal.

Net assets acquired:

28

S5 A OF — WO — ] i I 2 )

RZZBE-—NAF—A+B  FNEERE
Narciso Gomes — Componentes Electronicos Lda
(I'Narciso Gomes | )51% & A2 - ]|
& 49 46,007,000/ 7T  Narciso Gomes 2
FEXBARERETEERDHETE
% RS o

WS & EFE:

Property, plant and equipment ME - WENMERE 14,280
Inventories FE 4,533
Trade receivables FEUR B 5 BRIR 298
Other receivables and deposits Hih R UGRIE R i e 1,485
Cash and bank balances W& RIRITHEER 123
Trade payables FERTE SR (1,422)
Other payables and accruals Hip et skE Kk ezt & A (584)
Short term bank loans EHIRITER (6,925)
Total identifiable assets acquired WRERTIS PR B E4ME 11,788
Less: Cash consideration B IReRE (6,007)
5,781
Non-controlling interests JEFERRRERS (5,776)
Gain on bargain purchase HEUEE WS 5
Net cash outflow arising on acquisition: W FTEA 2 IR T %%
Cash consideration paid BERBRSRE (6,007)
Cash and bank balances acquired WEEFT1SIR & MIRTTHE 4 123
(5,884)
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28

29

Business Combination — Acquisition of a
Subsidiary (continued)

Included in the loss for the year is approximately HK$40,000
profit attributable to the additional business generated by Narciso
Gomes. Revenue for the year includes approximately HK$1,657,000
generated by Narciso Gomes.

Had the acquisition been completed on 1st April 2018, the
Group's revenue for the year would have been approximately
HK$485,392,000 and loss for the year would have been
approximately HK$2,901,000. The pro forma information is for
illustrative purposes only and is not necessarily an indication of
revenue and results of operations of the Group that actually would
have been achieved had the acquisition been completed on 1st
April 2018, nor is it intended to be a projection of future results.

Disposal of a Subsidiary

On 27th September 2018, the Group entered into a sale and
purchase agreement to dispose of 100% equity interests in Maxfair
Distribution Limited, to Mr. Hung Lok Tin, the son of Dr. Hung Kim
Fung Measure and Ms. Yeung Man Yi Beryl, executive Directors
of the Group, at a cash consideration of HK$1. The disposal was
completed on 27th September 2018.

Details of the net liabilities disposed and the gain on disposal are
as follow:

28

29

EH A OF — WO — [ BB 2
B (@)

% A B HENarciso Gomes P 21K 2 i
52 E51840,0007%8 7T - FEREBIER
B Narciso Gomes 2 Yz 91,657,000 7T ©

HWEBEEER - \FENA—A%
B ARNEEF A Y a5 %) £485,392,000
BT R FEEER 52,901,000 7T © It
HE2EZERNEHHERA R T —F
BER MM EEEE R T — \FNA
—BEK  NEEB I EEHRSE WS
RGEEE N TEIEARREREZTE

Al e

8 — ] B 2 W)
R-ZE-—NEAA-++tH &Xx&
BT fm E E W 0 LA L & Maxfair
Distribution Limited 100% & A # 2 F L 44 K
EE(REERTES AR =TI RIER
BREIZET) BeRERIETL - 6H
HEEEIRN - E-NFALA-++H
T o

B 2 B R A R o A 4B M
T

Property, plant and equipment E I 37
Other receivables H i FE UL R B 2
Other payables and accruals Hofth e < 30E B B (430)
Net liabilities disposed BHEAETE (391)
Consideration received BRE -
Less: Net liabilities disposed B BHEaEFEE 391
Gain on disposal of a subsidiary & — B A B ATE W 391
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30 Statement of Financial Position of the 30 ZAXH2Z Eii’%ﬂk(ﬂ%lﬁlk’\
Company and Movement of Reserves of the

Company
As at 31st March 2019
(a) Statement of financial position of the Company (a)
Non-current assets RBEE
Investments in subsidiaries RIB AT ZIHE 100,640 100,640
100,640 100,640
Current assets REBEE
Amount due from a subsidiary el — I M B A B 2B 10,212 12,214
Cash and bank balances Re MIRTTH 86 85
10,298 12,299
Total assets EEHAE 110,938 112,939
Current liabilities REBEE
Other payables and accruals HoA e FRIE e e AT B R 22 22
22 22
Net current assets REBEEFEE 10,276 12,277
Total assets less current liabilities EEHAEBERRBARG 110,916 112,917
Net assets EEFEE 110,916 112,917
Capital and reserves attributable to AABERZEEA
the equity holders of the Company EERAREE
Share capital A% A 20,000 20,000
Reserves = 90,916 92,917
Total equity A 110,916 112,917
The statement of financial position of the Company were approved RRBZHBMRAKRERZZE—-NER
and authorized for issue by the Board of Directors on 25th June A=-+#H Eﬁ%ATtE/E&?*%$'J§§ ‘
2019 and signed on its behalf by: THTHNEFREEFRRE
HUNG KIM FUNG, MEASURE YEUNG MAN YI, BERYL
HalE B8E
Chairman Deputy Chairman and Chief Executive Officer
*E BIEEHFTHAAZ
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30 Statement of Financial Position of the 30 AA TR ZMBRNELALD

Company and Movement of Reserves of the w2 Gl W) )

Company (continued)

As at 31st March 2019 (continued) R-ZNWE=A=1T—H#E)
(b))  Movement of reserves of the Company (b) AR Z FEEE

Balance at 1st April 2017 RZZ—+F

mA—B &t 16,706 67,097 11,115 94,918
Loss for the year FREE - - (1) (1)
Dividends B8 - - (2,000) (2,000)

Balance at 31st March 2018 RZE—NF

ZA=t—Bz&#% 16,706 67,097 9,114 92,917
Balance at 1st April 2018 RZZE-N\F

MA—H &% 16,706 67,097 9,114 92,917
Loss for the year FREE - - (1) (1)
Dividends % S, - - (2,000) (2,000)

Balance at 31st March 2019 R=-Z—h#%

=A=+-—H
ZiER 16,706 67,097 7,113 90,916
Representing: R
2019 final dividend ZE-NERPKRES 1,000
Others HAh 6,113
7,113
Note: 5T
Contributed surplus represents the difference between the nominal value of the MABRBIEARBMBETERR 2 EE  EEE
ordinary shares issued by the Company and the net asset value of subsidiaries —EE-FOA+N\BETZEARBERGE
acquired through exchanges of shares pursuant to the reorganization which took WBATZ BEFE =5 -

place on 18th April 2001.
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Financial Summary

S

A summary of the published results and of the assets and liabilities of the ~AEEBEAREMBFE 2B AMEREREEHM
Group for the last five financial years is set out below: BEBEHIIMNT :

Results e

Revenue Wz 479,396 546,672 627,771 684,374 695,057

Profit/(loss) before income tax B B AT

mF (i) 1,758 (5,929) 6,493 15,743 17,940
Income tax expense FrEfEY (4,672) (5,080 (5,241) (5,587) (6,159)
(Loss)/profit for the year FRN(EER)/%F (2,914) (11,009) 1,252 10,156 11,781
Attributable to: HA:
Equity holders of the Company KA RIEREHA (7,690) (17.132) (3,763) 3,766 7,789
Non-controlling interests FEIE R S 4,776 6,123 5,015 6,390 3,992
(2,914) (11,009) 1,252 10,156 11,781
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S 5 it

299 &=L

Assets and Liabilities

Property, plant and equipment

Interest in associates NN 2

Investment properties HEME

Other receivables Hibfed A

Current assets MEVEE

Total assets EEHE

Current liabilities REAE

Net current assets RBEEFE

Total assets less current EEABRABERS
liabilities

Non-current liabilities FRBEE

Net assets EEFE

Capital and reserves KAREERFEA
attributable to the BERARREE
equity holders of
the Company

Share capital &N

Reserves ]

Non-controlling interests FERER

Total equity A

Mobicon Group Limited - Annual Report 2019

30,160

4,805
4,032
260,075

299,072

(139,956)

120,119

159,116

(28)

159,088

20,000
104,450

124,450
34,638

159,088

16917 18,461 20,942 22,673
- - - 39

4,704 5,376 - -
276,348 293,191 316,814 335,207
297,969 317,028 337,756 357,919
(129776)  (135855)  (156,176)  (176,054)
146,572 157,336 160,638 159,153
168,193 181,173 181,580 181,865
(43) (52) - -
168,150 181,121 181,580 181,865
20,000 20,000 20,000 20,000
122,107 138,706 143,456 145,973
142,107 158,706 163,456 165,973
26,043 22,415 18,124 15,892
168,150 181,121 181,580 181,865
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