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MANAGEMENT DISCUSSION AND ANALYSIS

BERB Wk D

BUSINESS REVIEW

The Group (i.e. Apex Ace Holding Limited (the “Company”) and its
subsidiaries) is a Hong Kong-based semiconductor and other
electronic components distributor, engaged in the supply of digital
storage products and general electronic components along with the
provision of complimentary technical supports. The Group focuses
on identifying, sourcing, selling and distributing quality electronic
components manufactured by branded upstream manufacturers to
downstream manufacturers in the technology, media and telecom
("TMT") sector in the PRC and Hong Kong.

On 16 March 2018 (the “Listing Date"), the shares of the Company
(the “Shares”) were initially listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange” and the
“Listing” respectively), marking a milestone in the Group’s
development. The Listing has broadened the Group’s capital base
to strengthen its business long-term development. The Group is
enabled to capture opportunities from the fast-changing TMT
market.

The trade disputes between the United States of America (“US")
and China casted uncertainties over the global political and
economic relations, which have created a volatile economic
environment globally. With the US tariffs applied exclusively on the
Chinese goods of US$250 billion and the retaliatory tariffs from
China applied exclusively on the US goods of US$110 billion, an
immense impact has been made on the downstream manufacturers
in China.

The slowdown of the global economy has a ripple effect on small
and medium-sized enterprises (“SMEs"”) in the PRC. During the six
months ended 30 June 2019 (the “1H2019"” or the “Review
Period”), the financing required by these SMEs has been tightened
by the bank sources in the PRC. Some of these SMEs have made
some aggressive investments in real estates in the second or third
tier cities in the PRC, which in turn have dropped in value
considerably and created even a tougher task for these SMEs to
obtain financing for the continuation of their businesses.

04 AERBERARAF
20197 BisR &

EHROE
AEE(BIRBEMBEERERAR (AR REH
BRR)R—FRABRBREMNFEBMEMEFIT
o EBRBEFRERMEREF THOMH
& XARARPRERERM R - FEZENHES -
R HENDHEA EFmEREREENERESE
FRHETFRERFEOR - KRB (TMTDTT
FEH T BGER

REZZFE-NF=ZA+ANB(TEMHHD  FREK
(T ) EARBERERZMAERATERL
M (DRIR TR R [ £ BREAEEER
BVERRRE - FHIEATREMEARER - 1R T EE
MEBEHER  ZRERIERSSZNHTMIH
P SR HOHE B o

REEXE([EE])B2E S FimA2RBUA I
BRARERTEE N - BECEDE - ER MR ER
mu NEK 2,500 183 oY BARY + (2158 AP B 7T m) 5 B 7S
B, 100 T R IERARR - B3P A TR
SEELXTBEANTE-

EREEMEETENTNRER(HNER]DE
FEENRE - BE_Z-NFERNA=THIEREAR
(ZZ-hFL¥FIRTEEHR]) - PERRTE
BTEERNEEMBHRE - Hp—LfR/pDx
ERE— - ZRWHET TRAERNEERE -
MRAEELEEDEKNE NF SHEFLEGFES
BENEERBNR P ERERERIRNER o



MANAGEMENT DISCUSSION AND ANALYSIS

Furthermore, the conditions in the global semiconductor market
have deteriorated rapidly since the beginning of the year. Market
researchers projected that year 2019 will have the largest decline in
the sale of semiconductors in the past 10 years. Hence, the adverse
impact on the TMT sector in the PRC was inevitable. The business
performance of the Group has been unavoidably affected by the
slowdown of demand for electronic components by its downstream
manufacturers located in the PRC and Hong Kong regions. The
oversupply of memory products from the Group’s digital storage
products (“Digital Storage Products”) segment also had a significant
impact on the average selling price of these products during the
Review Period. Thus, the Group has recorded a substantial decline
in its revenue for the first time since the incorporation of the
Company. During the Review Period, the Group’s revenue
decreased by 62.4% to HK$786.2 million from HK$2,089.7 million
of the six months ended 30 June 2018 (the “1H2018" or the “Last
Corresponding Period”). Gross profit dropped by 46.0% to
HK$52.1 million from HK$96.4 million in the Last Corresponding
Period, with gross profit margin increased to 6.6% from 4.6% in
the Last Corresponding Period. Loss attributable to owners of the
Company was HK$5.7 million, compared with profit attributable to
owners of the Company amounted to HK$21.7 million in the Last
Corresponding Period.

To cope with the adverse impact of the US-China trade dispute,
which has negatively influenced the TMT sector, the Group’s market
research team will continue to analyse and monitor the TMT market
conditions in the PRC. The Group’s market research team believes
that fifth-generation “5G"” wireless products, advance
computational image capture and vision-based artificial intelligence
consumer applications will be the pivotal technology for the coming
years. In order to enhance its competitiveness, the Group will
continue to secure products distributorships from its existing and
new upstream manufacturers who possess comprehensive product-
mix and niche products with competitive values.

In addition, the Group will focus on obtaining products from
upstream manufacturers whose headquarters located and products
manufactured outside the US. The Group will continue to focus on
supplying components and products, which are manufactured
outside the US to its customers to avoid any possible tariffs applied
by the PRC government. The Group will also continue to focus on
seeking customers whose core business sales are concentrated
outside the US to avoid any possible tariffs applied by the US
government.
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MANAGEMENT DISCUSSION AND ANALYSIS

BERB Wk D

Digital Storage Products

The Group offered digital storage products, including DRAM,
FLASH, MCP memory products, which are widely applied to
multimedia and mobile devices such as set-top boxes, smart TVs,
wearable devices and mobile phones, etc. While optical and
networking data transfer/storage products, including redundant
array of independent disks (RAID) controller cards, controller
integrated circuits (ICs) and networking processors are mainly used
in enterprise-level storage and server systems.

During the Review Period, the economic slowdown has amplified
the significant decrease of global demand for consumer electronic
products which include personal computers, smartphones, portable
devices, TVs and set-top boxes, etc. Furthermore, the oversupply
and weak demand of DRAM, NAND Flash and other memory
products have substantially impacted on the average selling price of
the Group's digital storage products.

This adverse impact has greatly affected the Group’s downstream
manufacturers, causing a drop in the demand for the Group's
products substantially. An oversupply of the memory parts carried
forward from previous year has led to fierce competition in the PRC
market, which has also impacted on the sales quantities and
average selling price of the memory products from the Group's
Digital Storage Products segment. Revenue of this segment
decreased by 67.6% to HK$599.9 million from HK$1,850.4 million
in the Last Corresponding Period. Gross profit decreased by 71.3%
to HK$21.4 million from HK$74.5 million in the Last Corresponding
Period, and gross profit margin decreased slightly to 3.6% from
4.0% in the Last Corresponding Period, mainly due to the decrease
of the gross profit margin of the MMC memory product sales under
the Digital Storage Products segment.

General components (“General Components”)

General Components include switches, connectors, passive
components, main chips, sensors, power semiconductors and
analog-to-digital converters, which are mainly designed and used in
the mobile and multimedia devices.
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MANAGEMENT DISCUSSION AND ANALYSIS

As aforementioned, during the Review Period, the economic
slowdown has amplified the decrease of global demand for
consumer electronic products, which include personal computers,
smartphones, portable devices, TVs and set-top boxes, etc. Hence,
our downstream manufacturers’ demand for our products under
General Components segment has also decreased accordingly.
Revenue of this segment decreased by 22.1% to HK$186.3 million
from HK$239.2 million in the Last Corresponding Period. Gross
profit increased by 40.1% to HK$30.7 million from HK$21.9 million
in the Last Corresponding Period, and gross profit margin increased
to 16.5% from 9.2% in the Last Corresponding Period. The
increases in gross profit and gross profit margin were mainly due to
higher margins obtained from the sales of main chip, switch and
connector under mobile devices products, which are categorised
under the Group’s General Components segment.

FINANCIAL REVIEW

Revenue

The electronic components supplied by the Group are primarily
categorised into two major product segments, namely (i) Digital
Storage Products; and (i) General Components, which contributed
76.3% and 23.7% of the Group'’s total revenue during the Review
Period, respectively.

The sales revenue of the Group for 1H2019 decreased to HK$786.2
million (1H2018: HK$2,089.7 million), representing a decrease of
62.4% compared with the Last Corresponding Period. The decrease
in revenue was mainly due to a combination of (i) slowdown of
global demand of consumer electronic products; and (ii) oversupply
of memory products carried forward from the fourth quarter of
2018 combined with lower demand for memory products, which
has caused a substantial drop in the average selling price of memory
products in the Group'’s Digital Storage Products segment, which
are attributable to the US-China trade disputes. It is anticipated that
the US-China trade disputes will continue to hinder the Group’s
business development, and as such, the Group will remain
conservative and prudent towards its profitability in the coming
months.
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MANAGEMENT DISCUSSION AND ANALYSIS

BERB Wk D

Gross profit and gross profit margin

Gross profit for 1TH2019 amounted to HK$52.1 million (1H2018:
HK$96.4 million), representing a decrease of 46.0% compared with
the Last Corresponding Period. The decreasing trend in its gross
profit during 1H2019 was generally in line with the downward
trend of the Group's sales revenue, but the Group saw an increase
in its gross profit margin. The gross profit margin for TH2019
increased to 6.6% (1H2018: 4.6%), mainly due to the increased
gross profit margin from the sales of DDR and MCP memory
products, which is categorised under the Digital Storage Products
segment, and main chip, switch and connector from the Group’s
mobile devices products, which is categorised under the General
Components segment.

Other income and increase in fair value of an
investment property

During 1H2019, the Group recognised a gain arising from increase
in the fair value of an investment property of HK$2.6 million
(1H2018: HK$0.4 million).

Distribution and selling expenses

The selling and distribution costs mainly include marketing and sales
staff salaries, commission expenses, transportation fees, freight
charges, declarations and sample expenses. For 1H2019, selling and
distribution expenses amounted to approximately HK$24.2 million
(1H2018: HK$17.2 million), mainly due to the increase in
commission and agency fee in order to stimulate the Group's sales
during the market slowdown.

Administrative expenses

Administrative expenses primarily consist of salaries and benefits
(including emoluments to executive directors of the Company (the
“Directors”)), insurance, short term lease expenses and other
premises fees, exchange differences, bank charges and depreciation
expenses. The administrative expenses decreased by HK$7.5 million
to HK$30.4 million in 1TH2019 (1H2018: HK$37.9 million), which
was mainly attributable to the net effect of (i) a decrease in the
insurance expenses in aggregate by approximately HK$4.9 million;
(i) the absence of IPO listing expenses of approximately HK$5.6
million; and (iii) an impairment loss on trade receivables of HK$2.9
million.
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MANAGEMENT DISCUSSION AND ANALYSIS

Finance costs

The finance costs of the Group mainly represented interest expenses
on its bank borrowings during 1TH2019. Such bank borrowings
were obtained by the Group for general working capital
requirement. The Group had finance costs of approximately HK$3.4
million (1H2018: HK$8.8 million). The finance costs decreased as a
result of the overall decreasing use of factoring loans.

Gearing ratio

The Group’s gearing ratio as at 30 June 2019 was 71.0%,
compared to 118.7% at 31 December 2018. Gearing ratio is
calculated based on total loans and borrowings divided by total
equity at the respective reporting dates. The substantial decrease
was attributable to the prudent approach taken by the
management of the Group in managing the Group’s business
finances.

Net loss for 1H2019
Net loss for TH2019 amounted to HK$1.7 million, compared with
net profit of HK$27.6 million for 1H2018.

Net loss attributable to the owners of the Company

The net loss attributable to the owners of the Company for 1H2019
was HK$5.7 million, compared to the net profit attributable to the
owners of the Company for TH2018 of HK$21.7 million, which was
mainly attributable to (i) a substantial drop in the Group's sales
revenue and gross profit as a result of the slowdown of the global
economy, the continuous and uncertain trade tension between the
US and the PRC and the weaker market demand from China’s TMT
sector; (i) a significant increase in distribution and selling expenses;
(iii) a provision for impairment in the Group’s inventory resulting
from a drop in the net realisable value of certain portion of the
inventory of the Group; and (iv) an impairment loss on trade
receivables.

LIQUIDITY AND FINANCIAL RESOURCES

During 1H2019, the Group met its liquidity requirements principally
through a combination of internal resources and bank borrowings.
The Group's cash resources as at 30 June 2019 were approximately
HK$197.4 million (31 December 2018: HK$182.6 million),
consisting of bank balances and cash only. They were mainly
denominated in Hong Kong dollar (“HK$") and United States dollar
("US$").
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MANAGEMENT DISCUSSION AND ANALYSIS

BERB Wk D

As at 30 June 2019, the Group's total outstanding bank borrowings
amounted to HK$226.1 million (31 December 2018: HK$391.3
million) which comprised mainly bank factoring loans, import loans,
trust receipts loans, instalment loans and revolving loan. The
Group's bank borrowings which were unrestricted and carried at
amortised cost with a clause of repayment on demand are classified
as current liability. The gearing ratio decreased from 118.7% at 31
December 2018 to 71.0% at 30 June 2019 mainly as a result of the
prudent approach taken by the management of the Group on
managing its business finances. Gearing ratio was calculated based
on total loans and borrowings divided by total equity at the
respective reporting date.

The Group's financial statements are presented in HK$. The Group
carried out its business transactions mainly in HK$, Renminbi
("RMB") and US$. As the HK$ remained pegged to the US$, there
was no material exchange risk in this respect. As the portion of RMB
revenue is insignificant, there is no material exchange risk in this
respect. The Group currently does not have any interest rate
hedging policy. However, the management monitors the Group's
exposure to interest rate risk on an ongoing basis and will consider
hedging interest rate risk should the need arise. Credit risk was
hedged mainly in accordance with the Group’s credit policy and
factored to external financial institutions.

CONTINGENT LIABILITIES
As at 30 June 2019, the Group did not have any material
contingent liabilities.

CHARGES ON ASSETS

As at 30 June 2019, the banking facilities of the Group were
secured by trade receivables of the Group with an aggregate
carrying amount of HK$224.1 million (31 December 2018:
HK$367.3 million), the legal charge over the investment property of
the Group of HK$56.6 million (31 December 2018: HK$54.0
million), leasehold land and buildings of the Group of approximately
HK$39.8 million (31 December 2018: HK$40.5 million), insurance
policy executed by a related company, personal guarantee executed
by Mr. Pai Yin Lin (“Mr. Pai”) (a director and non-controlling
shareholder of subsidiaries of the Company) and corporate
guarantees executed by the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

DIVIDEND
The board of Directors (the “Board”) has resolved not to declare
any interim dividend for 1H2019 (1H2018: nil).

The final dividend for the year ended 31 December 2018 amounting
to HK$6,000,000 was paid to the shareholders of the Company
(the “Shareholders”) on Friday, 5 July 2019.

CHANGES IN ACCOUNTING POLICIES

For the Review Period, the Group has adopted for the first time the
new and revised Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA"), which are relevant to its operations and
effective for the Group’s accounting period beginning on 1 January
2019. For details, please refer to Note 3 to the interim financial
statements in this interim report.

EMPLOYEE AND REMUNERATION POLICY

As at 30 June 2019, the Group employed 110 staff (31 December
2018: 104) in Hong Kong and the PRC. The Group’s remuneration
policy is built on the principle of equitability with the incentive-
based, motivating, performance-oriented and market-competitive
remuneration packages for its employees. Remuneration packages
are normally reviewed on a regular basis. Apart from salary, other
staff benefits include provident fund contributions, medical
insurance coverage and performance-based bonuses. In addition,
the Company has adopted a share option scheme as an incentive or
a reward for the eligible participants for contribution to the Group,
and provides continuous training to its employees to improve their
marketing skills and enhance their product knowledge.
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MANAGEMENT DISCUSSION AND ANALYSIS

BERB Wk D

USE OF NET PROCEEDS FROM LISTING

The net proceeds received by the Company from the global offering
of Shares (the “Global Offering”) in the amount of approximately
HK$116.9 million after deducting underwriting commissions and all
related expenses will be used in the manner consistent with that
mentioned in the section headed “Future Plans and Use of
Proceeds” in the prospectus of the Company dated 28 February
2018 (the “Prospectus”), the net proceeds received were applied by
the Group from the Listing Date up to 30 June 2019 as follows:

LT ARBRIEFEAR

mINBeEme RAARBERER AR 8RN
ZERBE(2HEE ) WM FAEHRBFELD
M6OBBETKARRRS - E—NAF-_A-+/\H
MARRRRERZ ((HBRER] [ KRR RAAER
HRE] —ESml -2 AaAER - AREBR WA
HEEZE-_Z-NERXA=+THIEEAE KM
SRIFERD ¢

Actual use
of net
Application proceeds  Actual use
of net from Global of net Percentage
proceeds Offering proceeds of
as stated upto  during the Unused unused
in the 30 June Review net net
Prospectus 2019 Period proceeds proceeds
B2R
BERES
—E-hE
®iER  A~A=1H G R
R BREA BRER REA AEA
ERfE FriSRIE FrisTE FrisiE FrigRE
HEEE BE R FE BEASL
HK$'000 HK$'000 HK$'000 HK$'000 %
FET AT THT AT %
Repayment bank loans BERRITER 39,045 39,045 = = =
Establishing a new product and R E o R R E0RY
development department 2,810 1,050 350 1,760 63%
Strengthening sales and marketing and FHIRIEIEA B RIZH
technical support team by recruiting BFallinogiseE - HiHk
staff and providing trainings ity % 12 B B 10,750 4,500 1,500 6,250 58%
Enhancing warehouse and office in HK WEBBNEERNER 4,600 836 112 3,764 82%
Installing ERP and supporting software ZERPEEFIRE R4
R EFE 7,090 3§87 216 3,558 50%
Establishing new offices in the PRC TR FHER 5,027 100 100 4,927 98%
Acquisition and establishment of BENREIRIIEHRERE
Shenzhen head office 35,888 - - 35,888 100%
Working capital for general E—RABI RGN EE
corporate purpose B 11,690 11,690 - - -
116,900 60,753 2,278 56,147 48%
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MANAGEMENT DISCUSSION AND ANALYSIS

The Company has utilised, and will continue to utilise, the net
proceeds from the Global Offering for the purposes as set out in
the section headed “Future Plans and Use of Proceeds” in the
Prospectus.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES
During 1H2019, the Group did not have any material acquisitions
or disposals of subsidiaries, associates or joint ventures.

SIGNIFICANT INVESTMENTS HELD AND FUTURE
PLANS FOR MATERIAL INVESTMENTS OR CAPITAL
ASSETS

Reference is made to the announcement of the Company dated 1
August 2019, whereby it was announced that AVT International
Limited (“AVT"), a wholly-owned subsidiary of the Company,
entered into a non-legally binding memorandum of understanding
(the “MOU") with the holder of certain distributorship rights (the
“JV Partner”) and the guarantors, for the formation of a joint
venture (the “JV Company”) with the JV Partner. In consideration
of the payment of an amount not more than US$5.0 million
(equivalent to approximately HK$39.0 million) by AVT to the JV
Partner, AVT and the JV Partner shall establish the JV Company and
the JV Partner shall transfer the distributorship rights to the JV
Company which will be owned as to 60% by AVT (or such other
nominee as directed by AVT) and 40% by the JV Partner. The above
transaction has been under due diligence review up to the date of
this interim report.

SUBSEQUENT EVENT

Pursuant to the MOU, the Group paid a second earnest deposit of
US$1.0 million (equivalent to approximately HK$7.8 million) earnest
money to the JV Partner on 5 August 2019 for the formation of the
JV Company.

Save as disclosed above, the Board is not aware of any significant
event affecting the Group and requiring disclosure that has been
taken place subsequent to 30 June 2019 and up to the date of this
interim report.
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MANAGEMENT DISCUSSION AND ANALYSIS
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PROSPECTS

Looking forward, macro factors including the ongoing US-China
trade dispute, depreciation of RMB, slowdown of the China’s
economic growth and weaker-than-expected demand from
downstream manufacturers will continue to exert pressure on
China’s TMT sector.

Furthermore, the US government will impose 10% tariffs on
another US$300 billion of goods and products importing from
China. It will most likely create further uncertainty over the global
economy.

Hence, it is also believed that the semiconductor market conditions
will further deteriorate and the performance could be worse than
expected this year as there is an oversupply of memory chips in the
global market and the decline of memory pricing would continue to
hammer the industry harder than the original market forecast.

Although favourable measures including policy support from the
Chinese government on the commercial rollout of 5G, tremendous
investment opportunities have been created in the construction of
5G network applications, coupled with the huge demand for fiber
connection and high-speed internet services have created a
prosperous environment for the demand of digital storage and
general electronic component products from the Group, the overall
TMT market is still full of challenges and uncertainties, and the
Group is currently facing difficult times. The Group will strive to
stabilise its business performance by improving management
efficiency, broaden its product-line selection and maintaining close
relationships with its customers and suppliers in order to alleviate
the impact from market fluctuations while capturing more
opportunities from the industry, automotive and medical sectors.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group will continue to adhere to its “high volume-low margin”
business strategy in order to maintain its market share in the
competitive market. The Group will aim to diversify its product-line
portfolio by seeking out upstream manufacturers whose products
are highly demanded from its customers in the PRC and HK regions.
Moreover, the Group will consider adjusting its product source to
minimise the geographical risks and downward pressure on the
profit margin in the electronic components’ distribution business.
The Group will proactively seek out business partners whose
businesses would complement the Group’s current product
portfolio and its business strategy. The Group will continue to invest
resources in various research and development activities and
continue to expand its experienced engineering team and marketing
team to analyse the latest market trends and conditions, solicit new
sales orders, and maintain collaborative relationships with its
suppliers and customers.

Facing the threats and uncertainty of the continued US-China trade
tension and global economic headwinds, the adverse impact on the
TMT sector is likely to be severe and inevitable. The Group will
continue to take a prudent approach in its business strategies and
finance management and strive to become an agile and adaptive
leader in the industry by promptly and flexibly responding to the
ever-changing market and making timely decisions to adapt to any
possible changes of the Chinese government regulations. The
Group will also continue to devote efforts to enhance staff
knowledge capability in capturing the latest technology intelligence,
hence ensuring a steady business operation and striving to create
favorable fruits for its Shareholders in these challenging times.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES AND
DEBENTURE

As at 30 June 2019, the interests or short positions of the Directors
and the chief executives of the Company in the shares, underlying
shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance, Chapter 571 of the laws of Hong Kong (the
“SFO")) which were required: (i) to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they were taken or
deemed to have under such provisions of the SFO); (ii) pursuant to
Section 352 of the SFO, to be entered in the register referred
therein (the “Register”); or (iii) to be notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix 10
to the Rules Governing the Listing of Securities on the Stock

EERROREBEROURBEEZNE
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Exchange (the “Listing Rules” and the “Model Code”, respectively)
were as follows:
Long positions He
Number of Shares held
FrRGHE
Percentage
of issued
Number of shares of the
Personal  Corporate Family Other  underlying companies
Name of Directors ~ Companies concerned  Capacity interest interests interests interests  Shares held Total  concerned
EEBAR
BEHE BEf
£33 BRAR &t fiAEz:  ARBE @ FREE  HitEE | ROEE &t RHBAL
Mr. Lee Bing Kwong  the Company Interest of a controlled - 750,000,000 = = - 750,000,000 5%
("Mr. Lee") corporation (Note 1)
ERRAEE YN XErERR (fitzE1)
(E~%3))
Best Sheen Limited Beneficial owner 1 - - - - 1 100%
("Best Sheen”) (Note 2)
ERERAR(MEE]) E&EAA
(R 2)
Ms. Lo Yuen Lai the Company Interest of spouse - - 750,000,000 = - 750,000,000 75%
("Ms. Lo") (Note 1)
EnBat AR i 4 (Rt 1)
([Bxt))
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CORPORATE GOVERNANCE AND OTHER INFORMATION

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES AND
DEBENTURE (CONTINUED)

Long positions (Continued)
Notes:

1 These Shares are registered in the name of Best Sheen, a company
wholly owned by Mr. Lee, the chairman of the Board and the chief
executive officer of the Company (the “CEO” and the “Chairman”,
respectively) and an executive Director. As Mr. Lee controls more than
one-third of the voting power of Best Sheen, by virtue of the
provisions in Part XV of the SFO, Mr. Lee is deemed to be interested
in all the Shares held by Best Sheen. Ms. Lo is the wife of Mr. Lee and
is, therefore, deemed to be interested in the Shares in which Mr. Lee
is interested in under the SFO.

2. Best Sheen is interested in 75% of the issued Shares and, accordingly,
is the holding company of the Company within the meaning of the
SFO.

Save as disclosed above, as at 30 June 2019, so far as is known to
the Directors, none of the Directors and the chief executives of the
Company had or were deemed to have any interest or short
positions in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of Part
XV of the SFO), which were required (i) to be notified the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions in which they were
taken or deemed to have under such provisions of the SFO); (ii)
pursuant to Section 352 of the SFO, to be entered in the Register;
or (iii) to be notified to the Company and the Stock Exchange
pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

So far as is known to the Directors and the chief executives of the
Company, as at 30 June 2019, the corporations or persons (other
than a Director or the chief executives of the Company) who had
interests or short positions in the Shares and underlying Shares,
which were required to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or which were
recorded in the register required to be kept under section 336 of
the SFO were as follows:

Name of substantial shareholder Capacity/Nature of interest

FTERREE ER 51 HEHY
Best Sheen (Note 2)

=E (Mit2) ESEEA AR

Beneficial owner/Personal interest
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B (NREE 7 LB RGI% 352 R A SR
ok (iii) IRAR IR AE ST BI A& AR 1 B KB 32y o

FERRRKRO RABER GBS R R
y |

HREFERARRRBITHRAEMM R-T-NF
NA=TH  REBHRAGEELIEXVEE2 K3 D
A ARAR R RKE - HRIEE S KA E &H
E36HRLARFEERMURAIAL(—RES
RARRB&BITHEABRRSN) R R AR %
BREmSABIT -

Number of Shares
held (Note 1)

Percentage of
issued Shares

Fir s B 45 21 B HE BT
(BfEE) BB
750,000,000 75%
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES (CONTINUED)

Notes:
1 These represent the entity’s long position in the Shares.

2 The entire issued share capital of Best Sheen is held by Mr. Lee, the
Chairman, the CEO and an executive Director.

Save as disclosed above, as at 30 June 2019, the Directors and the
chief executives of the Company are not aware of any other
corporation or person having an interest or short positions in the
Shares or underlying Shares, which would be required to be
disclosed to the Company under the provisions of Divisions 2 and 3
of Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under section 336 of the SFO.

SHARE OPTION SCHEME

The Company adopted a share option scheme pursuant to a
resolution in writing passed by the Shareholders on 15 February
2018 (the “Share Option Scheme") as incentives or rewards for
eligible participants who contribute to the Group.

During the Review Period, no share option was granted, exercised
or cancelled or lapsed under the Share Option Scheme. A summary
of major terms of the Share Option Scheme is as follows:

(i) Purposes
The purpose of the Share Option Scheme is to enable the
Group to grant options to selected participants as incentives
or rewards for their contribution to our Group. The Directors
consider that the Share Option Scheme will enable the Group
to reward the employees, the Directors and other selected
participants for their contribution to our Group.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

SHARE OPTION SCHEME (CONTINUED)

(i)

(iii)

(iv)

Participants

The following persons of the Company, any member of the
Group or of an entity in which the Group holds an equity
interest may be invited by the Directors to take up options to
subscribe for Shares at the Directors’ absolute discretion:

(@) employees and directors;
(b)  suppliers and customers;

(©) persons or entities that provides research, development
or other technological support;

(d) holders of any securities;

(e)  advisers (professional or otherwise) or consultants to any
area of business or business development; and

(f)  any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliance or other business arrangement to the
development and growth of the Group.

Maximum number of Shares

The maximum number of Shares which may be issued upon
exercise of all options to be granted under the Share Option
Scheme shall not in aggregate exceed 10% of the Shares in
issue as at the Listing Date (i.e. 100,000,000 Shares).

Maximum entitlement of each participant

The total number of Shares issued and to be issued upon
exercise of the options granted to each participant including a
Director or the chief executive of the Company who accepts
the offer for the grant of an option under the Share Option
Scheme in any 12-month period shall not exceed 1% of the
issued share capital of the Company. Any further grant of
options in excess of this limit is subject to the Shareholders’
approval in a general meeting.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
ERERARAMER

SHARE OPTION SCHEME (CONTINUED)

(iv)

(v)

(vi)

(vii)

20

Maximum entitlement of each participant
(Continued)

Where any grant of options to a substantial shareholder or an
INED, or to any of their respective associates, in excess of
0.1% of the Shares in issue at the date of grant and with an
aggregate value (based on the closing price of the Shares at
the date of each grant) in excess of HK$5 million, within any
12-month period, is subject to the Shareholders’ approval in a
general meeting.

Options granted to a Director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject to approval by the INEDs.

Time of acceptance and exercise of option

An offer of options may be accepted by a participant within
21 days from the date of the offer of grant of the options.
Unless otherwise determined by the Directors and stated in
the offer, a grantee is not required to hold an option for any
minimum period nor achieve any performance targets before
the exercise of an option granted to him.

Subscription price for Shares and consideration for
the option

The subscription price for Shares will be a price determined by
the Directors, but shall not be less than the highest of (i) the
closing price of Shares as stated in the Stock Exchange’s daily
guotations sheet on the date of the offer of grant; (ii) the
average of the closing prices of Shares as stated in the Stock
Exchange’s daily quotations sheet for the five trading days
immediately preceding the date of the offer of grant; and (iii)
the nominal value of the Shares.

A nominal consideration of HK$1.00 is payable by the grantee
on acceptance of grant of option.

Period

The Share Option Scheme will remain in force for a period of
10 years commencing on 16 March 2018, the date on which
the Share Option Scheme became effective.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

PURCHASE, SALES OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

The Company did not redeem any of its Shares listed on the Stock
Exchange nor did the Company or any of its subsidiaries purchase
or sell any of such Shares during the Review Period.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company is dedicated in maintaining and ensuring the
adoption of high standards of corporate governance practices and
the corporate governance principles of the Company in the best
interest of the Group as well as the Shareholders. The Company
had adopted and complied with all the applicable code provisions
and, where appropriate, adopted the recommended best practices
as set out in the Corporate Governance Code as contained in
Appendix 14 to the Listing Rules (the “CG Code”) during the
Review Period, except for the following:

Under code provision A.2.1 of the CG Code, the responsibilities
between the chairman and chief executive officer should be
separate and should not be performed by the same individual. Mr.
Lee, who has considerable experience in the semiconductor and
other electronic components industry, is the Chairman and the
CEOQ. The Board believes that vesting the roles of both the Chairman
and the CEO in Mr. Lee has the benefit of ensuring consistent
leadership within the Group and enables more effective and
efficient overall strategic planning of the Group. The Board will,
nevertheless, review the structure from time to time and separate
the roles of the Chairman and the CEO to two individuals, if
appropriate.

COMPLIANCE WITH THE MODEL CODE
The Company has adopted the Model Code as the code for dealing
in securities of the Company by the Directors.

A specific enquiry had been made by the Company with each of
the Directors and all the Directors have confirmed that they had
complied with the requirements set out in the Model Code during
the Review Period.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

REAR IR

REVIEW OF THE INTERIM RESULTS

The audit committee of the Board (the “Audit Committee”) has
reviewed and confirmed the principal accounting principles and
practices adopted by the Group, the Group’s unaudited financial
results and this interim report for the Review Period and discussed
the auditing, internal control, risk management systems and
financial reporting matters of the Group.

The Audit Committee comprises three INEDs namely Mr. Yim Kwok
Man (chairman), Mr. Cheung Siu Kui and Dr. Chow Terence. None
of them is employed by or otherwise affiliated with the former or
current independent auditor of the Company (the “Independent
Auditor”).

In addition, the interim financial statements of the Group for the
Review Period (the “Interim Financial Statements”) are unaudited
but Graham H.Y. Chan & Co., the Independent Auditor, has
reviewed such Financial Statements in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of the
Entity” issued by the HKICPA.

By order of the Board

Apex Ace Holding Limited

Lee Bing Kwong

Chairman and Chief Executive Officer

Hong Kong, 23 August 2019
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REPORT ON REVIEW OF INTERIM FINANCIAL STATEMENTS

HONG KONG

TO THE BOARD OF DIRECTORS OF APEX ACE HOLDING LIMITED
(incorporated in Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial statements of Apex Ace
Holding Limited (the “Company”) and its subsidiaries (collectively
referred to as, the “Group”) set out on page 25 to 52, which
comprise the condensed consolidated statement of financial
position as of 30 June 2019 and the related condensed consolidated
statement of profit or loss and other comprehensive income,
condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-month
period then ended, and certain explanatory notes. The Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions thereof
and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” (“HKAS 34") issued by the Hong Kong Institute of
Certified Public Accountants. The directors of the Company are
responsible for the preparation and presentation of these interim
financial statements in accordance with HKAS 34. Our responsibility
is to express a conclusion on these interim financial statements
based on our review and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement and for
no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.
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GRAHAM H. Y. CHAN & CO.

CERTIFIED PUBLIC ACCOUNTANTS (PRACTISING)
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REPORT ON REVIEW OF INTERIM FINANCIAL STATEMENTS

PR IR 2 FRWE

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants.
A review of interim financial statements consists of making
inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit
opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial statements are not prepared,
in all material respects, in accordance with HKAS 34.

Graham H.Y. Chan & Co.
Certified Public Accountants (Practising)
Hong Kong

23 August 2019
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
AR SEER A2 ERER

For the six months ended 30 June 2019 (Expressed in Hong Kong dollars) &%= —ZF— A F /X A =+ H 1E/NME A OB THIR)

Revenue

Cost of sales

Gross profit

Other income

Increase in fair value of an investment property
Distribution and selling expenses
Administrative expenses

Finance costs

(Loss)/profit before tax

Income tax expense

(Loss)/profit for the period

Other comprehensive (expense)/income
[tems that may be reclassified subsequently to
profit or loss:
— Exchange differences arising on
translation of foreign operations

Total comprehensive (expense)/income
for the period

(Loss)/profit for the period attributable to:
— Owners of the Company
— Non-controlling interests

Notes
FaE
Yz 4
SHE B
EF
EUA 5
—IBREYHEAFEE N
DI RHERE
TR X
BhE PR A 6
BRBLAT (E518), R F 7
FriS iz 8
HA (BR)SRF
Hth2m (FxX) ks

HERAISMORERD AR ¢

—BEBINRBEEZELEH

MAEE (X)), WA

AT AL REEA (B18), 4 F -
— ARBHEEA
— SRR

1H2019 1H2018
—E-NEF —ZE—N\F
a3 E¥FE
HK$°000 HK$'000
FH&xT T
(unaudited) (unaudited)
(REBER) (REEZ)
786,229 2,089,693
(734,172) (1,993,286)
52,057 96,407
2,203 2,200
2,600 400
(24,245) (17,245)
(30,445) (37,925)
(3,388) (8,750)
(1,218) 35,087
(508) (7,521)
(1,726) 27,566
(191) 86
(1,917) 27,652
(5,677) 21,681
3,951 5,885
(1,726) 27,566
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
AR SEER A2 ERER

For the six months ended 30 June 2019 (Expressed in Hong Kong dollars) &% —Z— L4/ A =+ B L7358 A UGB THIR)

Total comprehensive (expense)/income
for the period attributable to:

— Owners of the Company

— Non-controlling interests

(Loss)/earnings per share attributable to
owners of the Company
— Basic

— Diluted

26 ABRREERARAR
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AN ALEEHAZE
(F2),Meza#asg :

— ARBHEEA

— SRR

RAFEEANEEZR
(&51])BF
— &R

— ¥

1H2019 1H2018
—E-NEF —ZE—N\F
a3 E¥EF
Notes HK$'000 HK$'000
MI5E FET T
(unaudited) (unaudited)
(REBER) (REEZ)
(5,868) 21,767
3,951 5,885
(1,917) 27,652

9
(0.57) HK cent &4l 2.41HK cents 7l
N/AREA N/A 73 A




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R AR S MR &

As at 30 June 2019 (Expressed in Hong Kong dollars) R =Z—NFN A =+ H B THIR)

30 June 31 December
2019 2018
—E-hEF —=-N\F
AA=tH +ZH=+—H
Notes (unaudited) (audited)
BaE (REER) (fe&%)
HK$'000 HK$'000
FET FHT
Non-current assets FREEE
Property, plant and equipment ME - = N a&E 11 49,289 50,648
Investment property BEYE 12 56,600 54,000
Deposits paid for acquisition of property, plant WHE¥IZE -« BE KR K&
and equipment, and intangible asset EREEENENES 14 9,740 9,691
Deferred tax assets EEFI A E 2,464 —
Right-of-use assets FREEE 1,402 -
Total non-current assets BIERENE 119,495 114,339
Current assets REBEE
Inventories =g 85,548 84,834
Trade receivables 2 5 BRI 13 344,041 508,953
Other receivables, deposits and prepayments  H b &N FIE - & R FER I8 14 23,917 66,251
Income tax recoverable AU Bl FR SRR 5,392 5,392
Bank balances and cash RITHEBREIRE 197,422 182,639
Total current assets BRENEE 656,320 848,069
Current liabilities piE=Ri
Trade payables 2 5 EERR 15 196,355 205,889
Other payables, accruals and deposits received E{th fEfIFIE - fEst BB R EWIZE 16 21,864 31,314
Bank borrowings HRITEE 17 226,054 391,268
Income tax payable FER TS HT 5,116 3,819
Lease liabilities — current portion HEBE — REHo 1,023 N
Dividend payable FERTAR 2 6,000 =
Total current liabilities FEVEDN=Ni 456,412 632,290
Net current assets RBEEZE 199,908 215,779
Total assets less current liabilities BEERARBAR 319,403 330,118
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

BL YR S

As at 30 June 2019 (Expressed in Hong Kong dollars) R =Z— A&/~ A=+ 8 (B TIR)

Non-current liabilities

Lease liabilities — non-current portion

Deferred tax liabilities
Total non-current liabilities
NET ASSETS

CAPITAL AND RESERVES

Share capital
Reserves

Equity attributable to the owners

of the Company

Non-controlling interests

TOTAL EQUITY

28 HEMEZERERAT
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BiEn

30 June 31 December

2019 2018

—E-NF —ZT-)N\EF
ANA=+H +=ZA=+—H

Notes (unaudited) (audited)
B 5E (REER) (fe&%)
HK$'000 HK$'000

FET FHT

472 -

392 386

864 386

318,539 329,732

18 10,000 10,000
283,998 295,866

293,998 305,866

24,541 23,866

318,539 329,732




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ERGEEER B R

for the six months ended 30 June 2019 (Expressed in Hong Kong dollars) 2= = Z — N4 /X A =+ H 1L/~ A (CABTHIR)

Attributable to owners of the Company

LNGE 2PN
Non-
Share Share Other ~ Exchange  Retained controlling
capital  premium reserve reserve  earnings Subtotal interests Total equity
k& ROEE  EftfE  EXRE  REEA Mgt FERER fEs
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL TATL THAL FHL TAL TAL TR TAL
Balance at 1 January 2018 R=Z-NE-A-Hx
(audited) &6 (RER) = - 3,086 116 181,750 184952 15382 200,334
Profitfor the period EilaNer] - = £ = 21,681 21,681 5,885 27,566
Other comprehensive income HnEM 2Rk
for the period - - - 86 - 86 - 86
Total comprehensive income BRe2ANREE
for the period - - - 86 21,681 21,767 5,885 27,652
Issue of new shares g1 2,500 122,500 - - - 125,000 - 125,000
Share issue expenses BB THEY - (11,056) - - - (11,056) - (11,056)
Capitalisation issue B AT 7,500 (7,500) - - - - - -
Dividend paid to the then EREEERERRE
controlling shareholder - - - - (15,975) (15,975) - (15,975)
Dividend paid to the non- BEff—RKBAR
controlling shareholder of FERBRRIRE
a subsidiary - - - - - - (2,184) (2,184)
Balance at 30 June 2018 R=ZZ-N\EXA=1A
(unaudited) &8 (REER) 10000 103,944 3,086 20 18745 304,688 19083 323,771
Balance at R=B-nE-A—-HZ
1 January 2019 (audited) 8 (RER) 10,000 103,944 3,086 447 188,389 305,866 23,866 329,732
(Loss)profit for the period BN (ER),/af - - - - (5,677) (5,677) 3,951 (1,726)
Other comprehensive expense  HIRE 2 ER S
for the period - - - (191) - (191) - (191)
Total comprehensive (expense)/  EAMAE (Bx),/
income for the period lheavits - - - (191) (5,677) (5,868) 3,951 (1,917)
2018 final dividend T \EEERBES - - - - (6,000) (6,000) - (6,000)
Dividend paid to the non- Eff—EiBAT
controlling shareholder of FIERIRRMR S
a subsidiary - - - - - - (3,276) (3.276)
Balance at 30 June 2019 R=B-NEXA=1R
(unaudited) L& (REEHR) 10,000 103,944 3,086 256 176,712 293,998 24,541 318,539
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FHAGERERER

For the six months ended 30 June 2019 (Expressed in Hong Kong dollars) &% —Z— L4/ A =+ B L7358 A UGB THIR)

Operating activities

Cash generated from/(used in) operating activities
Interest income received

Tax paid

Net cash generated from/(used in)
operating activities

Investing activities
Payments for purchase of property, plant
and equipment

Increase of pledged fixed deposit
Net cash used in investing activities

Financing activities

New bank instalment loans raised
Repayment of bank instalment loans
Net (decrease)/increase in factoring loans
Net decrease in other bank borrowings
Interests on bank borrowings paid
Repayment to a related party

Proceeds from issuance of shares
Share issue expenses

Repayment of lease liabilities

Interest on lease liabilities paid
Dividend paid

Net cash (used in)/generated from
financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Effect of foreign exchange rate change

Cash and cash equivalents at end of the period

Cash and cash equivalents at end of the period

Cash at banks and on hand
Bank overdrafts

30 ABRREERARAR
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HAisRITIEE R AIFER
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[EARE

MEED (A, FEREFE

Re RASZENEINFE
BOR SRR FEY
Ex2BYE

BREEREESEEY

BREEREEEEY
RITRFHEAS
RITEX

1H2019 1H2018
—E-hEF —E—)\F
¥ E¥F
HK$'000 HK$'000
FET FHT
(unaudited) (unaudited)
(REER) (REER)
188,541 (169,656)
415 65
(1,669) (6,074)
187,287 (175,665)
(194) (1,305)
- (8)
(194) (1,313)
1,663 7,400
(5,297) (8,291)
(98,116) 124,413
(63,464) (10,079)
(3.361) (8,750)
- (1,560)
- 125,000
- (11,056)
(247) -
(27) =
(3.276) (18,159)
(172,125) 198,918
14,968 21,940
182,639 64,198
(185) 178
... 197422 86316
197,422 86,346
- (30)
197,422 86,316




NOTES TO THE INTERIM FINANCIAL STATEMENTS

e A B 5 3 2= B

(Expressed in Hong Kong dollars unless otherwise indicated) (LAS TR + S8 fEBAEFRIN)

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on 4
July 2012, as an exempted company with limited liability
under the Companies Law of the Cayman Islands. The
immediate and ultimate holding company of the Company is
Best Sheen, a limited liability company incorporated in the
British Virgin Islands. The address of the registered office and
principal place of business of the Company are disclosed in
the ‘Corporate Information’ section of the interim report.

The Company acts as an investment company and its
subsidiaries are principally engaged in the sales of electronic
components, and sales and integration of storage systems.
The Company has its primary listing on the Main Board of the
Stock Exchange on 16 March 2018.

The Interim Financial Statements are presented in HK$, which
is the same as the functional currency of the Company, and
all values are rounded to nearest thousand, unless otherwise
stated.

The Interim Financial Statements are unaudited, but have
been reviewed by Graham H.Y. Chan & Co. in accordance
with Hong Kong Standard on Review Engagements 2410,
Review of Interim Financial Information Performed by the
Independent Auditor of the Entity, issued by HKICPA.

The Interim Financial Statements have been approved for issue
by the Board on 23 August 2019.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
o5 A R AR B R

(Expressed in Hong Kong dollars unless otherwise indicated) (LA TR + S8 HERAEFRIN)

2

32

BASIS OF PREPARATION AND ACCOUNTING
POLICIES

The Interim Financial Statements have been prepared in
accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting” (“HKAS 34") issued by the HKICPA and
the applicable disclosure requirements of Appendix 16 to the
Listing Rules.

These Interim Financial Statements contain condensed
consolidated financial statements and selected explanatory
notes. The notes include an explanation of events and
transactions that are significant to an understanding of the
changes in financial position and performance of the Group
since the consolidated financial statements for the year ended
31 December 2018 (the “2018 Annual Financial Statements”).
The Interim Financial Statements and notes thereon do not
include all of the information required for a full set of financial
statements prepared in accordance with HKFRSs, and should
be read in conjunction with the 2018 Annual Financial
Statements.

These Interim Financial Statements have been prepared under
the historical cost basis, except for the investment property
which is measured at fair value, and in accordance with the
same accounting policies adopted in the 2018 Annual
Financial Statements, except for the adoption of new and
revised HKFRSs which are effective for accounting periods
beginning on or after 1 January 2019. Details of any changes
in accounting policies are set out in note 3.

The preparation of Interim Financial Statements in conformity
with HKAS 34 requires the use of certain accounting
estimates. It also requires management to make judgments in
the process of applying the Group’s accounting policies.
Actual results may differ from these estimates.

KEREEZERERAR
20197 BisR &

2

mAEERSETEHE

TP BRRIRETESAMAGRANE
BEENE AN [T HMBEHRE] ([FES
FHEERIZE 3457 ) R ETT AR B KT 8% 16 PR AR TE B
ERBEEMRSR

St EAEA S A A R AR A B RS HR R S K B
BEENE ZEMNEERETHREEBE_F
—NFE+Z A=+ B LEFENREELGE Y
BHmKR (T N\FEEMBERRK ) ARM B
ARNBE R RANEBEANEFRZXHH
HEA o MEA IR R EMEL N BERESR
BUBHREEANRUBOM B REMFTHNE
AR YRR T N\FEEPERER P

s
=

It o BARA 7 R T IR R Se AN B AR B (MR
RFEFAENREWERIN) AW -F
—N\FEERBREMFANERSETBOR -
HERAN_T-NF—A-BH2RAKNE
SRR A AT A] RSB R BB ISR E 2R
BRON o EETBUR R EEE B BN MRS

RETEBT B G ERF 34N MY B HRE
ARBETEH A - BR2REEERER
AEESHREBRET FLAE - BRAERK
SAERBNZERE



NOTES TO THE INTERIM FINANCIAL STATEMENTS
o 5 B A R AR B R

(Expressed in Hong Kong dollars unless otherwise indicated) (LAS TR + S8 fEBAEFRIN)

3  APPLICATION OF NEW AND REVISED HONG 3 ERANMITRKBIEEMBEREE

KONG FINANCIAL REPORTING STANDARDS =)
(@) New and revised HKFRSs adopted as at 1 (@) R=ZF—hE—A—BRAVIHET
January 2019 REBETE B BEHREER

For the current period, the Group has adopted for the
first time the new and revised HKFRSs issued by the
HKICPA, which are relevant to its operations and
effective for the Group’s accounting period beginning
on 1 January 2019.

Except as disclosed below, the application of new and
revised HKFRSs had no material impact on the financial
position and the financial results of the Group.

HKFRS 16 “Leases”

HKFRS 16 supersede previous standard HKAS 17
“Leases” and become effective for annual periods
beginning on or after 1 January 2019. Upon adoption of
HKFRS 16, at the commencement date of the lease, the
lessee is required to recognise a right-of-use asset
representing its right to use the underlying leased asset
and a lease liability representing its obligation to make
lease payments. Accordingly, a lessee should recognise
depreciation of the right-of-use asset and interest on the
lease liability, and also classify cash repayments of the
lease liability into a principal portion and an interest
portion and present them in the statement of cash
flows. Also, the right-of-use asset and the lease liability
are initially measured on a present value basis. The
measurement includes non-cancellable lease payments
and also includes payments to be made in optional
periods if the lessee is reasonably certain to exercise an
option to extend the lease, or not to exercise an option
to terminate the lease. The lease payments are
discounted using the interest rate implicit in the lease, if
that rate can be determined, or the Group's incremental
borrowing rate at the lease commencement date.

In respect of lessor accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in
HKAS 17. Accordingly, a lessor continues to classify its
leases as operating leases or finance leases, and to
account for those two types of leases differently.

RAHRE > AEEERRKTESED
NERMOFE REETERBYBRE
R ZEEAEALLHEBARANSE
BR-—Z-NF—A—BRBNSH
AR

BT X ESN - FERHAT REEET
B8 B 5 i S 2 R AR O B IS AR R
M REL BEATE

BB EER|E 1655 [HE |
RV EEFE 16 RSB ELE
AIEEGERE 17R [EE] IR
E-NF—A - B ZEKRABHFEY
RAE - RABTBYBHREELF 1657
% KESRMKRBEE  ABAERRRL
REEE(EEAREREBEEEE)
EAEABEHEEEEENBEETNR) -
FHit - AEAREREAEEENER
HEBENE UK EERABNEESE
ROBRASHD RFEEMD - LHER
ERERPES - I EREEER
HERBEVNTRRAEEEFE - FER
EARAREEENR - TeREAEA
EESESITREZRTAXTITER
BREPIEEENER TR EZEREA
EHHAR - HENKEABREMRES
B M) S (fied 5% M) R AT B E ) AR ER A
ER%E B HA L B 5 FOR R AETTRAR -

REBEAGHERENS - BAVBRE
HERIE 16 FABEEE B S ERIE 17
SRREEASHEERTE - Atk B
ANEBREBRENERKCEHENRE
HE WEH FMMERSET IR
SRR -
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(CONTINUED)

(a)

(b)

New and revised HKFRSs adopted as at 1
January 2019 (Continued)

HKFRS 16 “Leases” (Continued)

The Group has adopted HKFRS 16 using the modified
retrospective approach. The modified retrospective
approach does not require restatement of prior period
financial information as it recognises the cumulative
effect as an adjustment to opening retained earnings
and applies the standard prospectively. Accordingly,
comparative information in the Group’s financial
statements are not restated. The Group elected the
practical expedient for not applying the new accounting
model to short-term leases (leases with a lease term of
12 months or less) and leases of low-value assets and
not to perform a full review of existing leases and apply
HKFRS 16 only to new contracts. In addition, based on
the allowed practical expedients under HKFRS 16, the
Group has elected not to apply the requirements of
HKFRS 16 in respect of recognition of lease liability and
right-of-use assets to leases for which the lease term
ends within twelve months of the date of initial
application. As all the existing leases at 1 January 2019
end within twelve months of the date of initial
application, no right-of-use asset and lease liability is
recognised at 1 January 2019. Payments associated with
the short term leases are recognised as an expense on a
straight-line basis over the lease term. In relation to the
leases commenced on or after 1 January 2019, the
Group recognised right-of-use assets of HK$1,402,000
and lease liabilities of HK$1,495,000 at 30 June 2019,
and depreciation charges of HK$341,000 and interest
costs of HK$27,000 in 1H2019.

New and revised HKFRSs issued but not yet
effective

The Group has not applied new and revised HKFRSs that
have been issued but are not yet effective for the current
period.

The Directors anticipate that the application of the new
and revised standards will have no material impact on
the financial performance and position of the Group.

KEREEZERERAR
20197 BisR &

Bl (&)
(@) R-ZF-NF—A—BERAFET

(b)

KRBT EBMKHREER (&)
BB REERF 1655 [HHE ()
RNEBE RSB ERNE S
EREERE 1657 o LIS BP AL
EEREBYBATHBOMBEER - KA
RZANERAHERRARVRER
REFREE - WRTHE M E R YER - Hlt -
AEES BRI OLRERIWARED
ANEERMAIITRE A ETEAF S
BXERHAE(FESER12EA AT
WiLE) RIEEEEECHE  WTHR
BEHEETEARERERAEEVE
HEAEIHRENEL - 1IN - BIR
BB ERELERF 165 T AT AT
BELZE AEEDRERETHNERE
FA B EARRE 1+ =B A N Em e & FE A
BB RELAFE 16HEERBERE
RERAEEENHRTE BARZZT-NLF
—A—HRNmERBHEEREXERAR
HE+T—@ARER BMR=_ZFT—hLF
— A RUEBEACHELERTEESR
f& o E258 A9FH &40 &0 1 R M BR N %
EREERAEAY - R =T —NF—
A—BaZz%ARMBENS A58
RZZE—hENA=+BERRAERESE
EE1,402,0007% 7T X & & 151,495,000
BT WRZT— NG L FRERITE
% F§ 341,000 % 7T & F B 5K 7K 27,000 7%
e

B 3870 1B 18 R £ R A9 HT AT R AZAE ET
BRMBEREER
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated) (LAS TR + S8 fEBAEFRIN)

REVENUE AND SEGMENT INFORMATION
Revenue represents the amount received and receivable for
goods sold by the Group at invoiced value, net of returns and
discounts. The timing of revenue recognition of all revenue is
at a point in time in TH2019 and 1H2018.

Segment information

The executive Directors, who are the chief operating decision-
makers (the “CODM"), review the Group’s internal reporting
in order to assess performance and allocate resources. The
CODM has determined the operating segments based on
these reports. Segment information reported internally was
analysed on the basis of the type of products sold and
activities carried out by the Group’s operating division. The
Group is currently operating in two operating segments as
follows:

(@) Digital Storage Products; and
(b)  General Components.

For 1TH2018, there were three operating segments — memory
products, data & cloud products (“Memory Products” and
“Data & Cloud Products” respectively) and General
Components. Considering that Memory Products of the
Group work hand-in-hand with its Data & Cloud Product
segment, management has consolidated the two Segments
(Memory Products and Data & Cloud Products) in 1H2018
into one called Digital Storage Products in TH2019. The
corresponding items of segment information for 1H2018 has
been restated.

Management assesses the performance of the operating
segments based on a measure of gross profits.

As the segment assets and the liabilities are not regularly
reported to the directors of the Group, the information of
reportable segment assets and liabilities is not presented.

4

Wz & 7o 5 & #
WA S BEHE S WM 2 W R B S EE &
ZEE - THREERFTMN - —T—NEF ¥
FRZZF—)\F EFFIE N s R R
M RE—FRHEE -

HITEFT(RIBEERRE ((XERERR
EDERHATEBARZ2R - AHERAL DB
BR - TBRLERRACREZEREEEL
EOHE - AR 2| D MERTDRBEAEEZ
BRAEEMIUEEBERION - REER
BT MELEDER -

@ HHHEHER: X
(o) BRI

BT N\FL¥FME  A=ELED —
RIERER  BEEIZRER (DA [RIER
Eml RIBERERER)KBRTH &
JB B A 6= [ 1) A 15 B8 72 o B BB N 2 o 2 o
DHEEE EEEESH T N\FLEFH
ME D 2R (REBREEm R BIRREmER) & Hf
R_E-NFL¥FNBEUFRER = F
—N\FLFFENDEEFIERIEREEET -

EEEREMNGFENEREDERRA -

HATEEHRAAEEEEREDMEERA
& AU E2RD BEERABENES -
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4

36

REVENUE AND SEGMENT INFORMATION 4

(CONTINUED)
Segment information (Continued)

The following tables represent segment information of the
Group provided to the management for the periods:

Segment revenue

Digital Storage Products
General Components

Total reportable segment revenue

Segment results

Digital Storage Products
General Components

Total reportable segment profit

Other income

Increase in fair value of an investment property

Finance costs

Depreciation of property, plant and equipment
and right-of-use assets

Unallocated corporate expenses

(Loss)/profit before tax

Income tax expenses

(Loss)/profit after tax

B ERER
BRI

HUA

—IHREWERTFEIE
EREEERE

AOBEEERX

BBAT (BR), S8 A
PSR

BBk (BR), S8 r

Segment revenue reported above represents revenue
generated from external customers. There were no inter-
segment sales for the periods. Segment profit represents the

gross profit earned by each segment.

KEREEZERERAR
20197 BisR &

Wk oEpER (&)
DEEFR (E)
TREVIRBTFEEEZASEERSHEZH
HER
1H2019 1H2018
—E-NEF —E—N\F
L¥g E¥F
HK$"000 HK$'000
FH&xT T
(unaudited) (unaudited)
(REBER) (REEZ)
599,925 1,850,446
186,304 239,247
786,229 2,089,693
21,357 74,496
30,700 21,911
52,057 96,407
2,203 2,200
2,600 400
(3.388) (8,750)
(1,834) (1,308)
(52,856) (53,862)
(1,218) 35,087
(508) (7,521)
(1,726) 27,566

EXEHRZHMRERIIBEFPEEZ W -
MEHRE - ED BEHE - DEDEANES D

BERFTISER ©



NOTES TO THE INTERIM FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated) (LAS TR + S8 fEBAEFRIN)

REVENUE AND SEGMENT INFORMATION
(CONTINUED)

Geographical information

The Group is domiciled in Hong Kong. The following table
sets out information about the geographical location of (i) the
Group's revenue from external customers; and (ii) the Group’s
non-current assets. The geographical location of customers is
based on the registration location of the customers. The
geographical location of the non-current assets other than
deposits paid for acquisition of property, plant and equipment
and intangible asset and deferred tax assets is based on the
physical location of the assets.

Revenue from external customers R EIIBEE R
Hong Kong B

The PRC A

Others Efih

Non-current assets ERBEE

Hong Kong BB

The PRC =a

Others HA

4

WK o EER (&)

ih 35 & B
AREBMRIAEE o TR FI 5 (i) A< & H 5K 5 51
HELUS : RNVAEBIERDEEMRNE
BREKER - BEMMIBMIE DERNE SN
MARTES - BUEDE - BERREUAREN
BENBENRSREEHRIBEES - FRBHE
EMBMAE RS EE Y ERAE -

1H2019 1H2018
—EB-hEF —ZE-)N\F
E¥F e
HK$'000 HK$'000
FHExT FHET
(unaudited) (unaudited)
(RRER) (R ER)
165,247 488,980
614,368 1,596,963
6,614 3,750
786,229 2,089,693

30 June 31 December
2019 2018
—E-NF —E—\E
AA=+H +-A=+—H
HK$°000 HK$'000
FHET TExT
(unaudited) (audited)
(REER) (&%)
100,043 98,476
7,090 6,172

158 -
107,291 104,648

APEX ACE HOLDING LIMITED
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4
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REVENUE AND SEGMENT INFORMATION 4

(CONTINUED)

Information about major customers
The Group's revenue from customers which accounted for
10% or more of the Group's total revenue are as follows:

Customer A
A
Customer B
ZFB
Customer C
BFC
Customer D
EFD

Segment

i

Digital Storage Products and General Components
B RERBRTH

General Components

AT

Digital Storage Products

IS EEm

Digital Storage Products

IS EEm

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

OTHER INCOME

Bank interest income
Rental income

Sundry income

KEREEZERERAR
20197 BisR &

RITHBUA
HEUWA
FEEWA

WK o EER (&)

IREFEHR

REBERBIEREELKE 10% KA EHNEP

B ER AT

1H2019
S i
L¥EF
HK$'000
FHERT
(unaudited)
(REER)

124,442
111,270

N/A*
A *

N/A*
A *

1H2018
—ET)\F
FEFE
HK$'000
FET
(unaudited)
(REEER)

221,311
N/A*
TiE s *

325,051

208,597

* BRAWESIW REAREEZKEE10% A L -

Habug A
1H2019 1H2018
—E-N%F —EN\%F
¥ =2
HK$'000 HK$'000
FHET FHET
(unaudited) (unaudited)
(REBER) (REEEZ)
415 65
720 405
1,068 1,730
2,203 2,200
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(Expressed in Hong Kong dollars unless otherwise indicated) (LAS TR + S8 fEBAEFRIN)

FINANCE COSTS

Discounting charges on factoring loans
Interests on other bank borrowings
Interest expense on lease liabilities

(LOSS)/PROFIT BEFORE TAX

6

REER BB
HibRITIEEFB
HERENEXH

(Loss)/profit before tax has been arrived at after charging and

crediting:

Cost of inventories recognised as an expenses
Write-down of inventories
Auditor’s remuneration
Depreciation of property, plant and equipment
Depreciation — right-of-use assets
Impairment loss on trade receivables
Listing expenses
Net foreign exchange loss
Short term leases expenses (1H2018: operating
lease charges) in respect of land and
buildings
Commission expenses
Staff costs including director’s emoluments
— Basic salaries and allowance
— Contributions to defined contribution
Retirement plans
— Messing and welfare
Loss on disposal of property, plant
and equipment

ERRRAX 2FERAR

T E R

2B 2

W% - BELREITE

TE—EREEE

B 5 YR FURE R

ERx

SN B 1RUF BR

THRET 2 RHRERX
(ZF-N\FL¥F: ge
HESH)

BEMx

BTN (BREEH:)
— EAH SR
— REHFORR B

— BREEN
HEWE - BENMRERE

& B A

1H2019 1H2018
—E-—hE TN\
7 b
HK$'000 HK$'000
FHExT FHET
(unaudited) (unaudited)
(REEER) (REER)
975 4,763
2,386 3,987
27 -
3,388 8,750

BRELAT (B518), R

BREEAT (B518), s RSB Rt AT & I8 -

1H2019 1H2018
—E-NEF —ZE-)N\F
a 33 E¥F
HK$'000 HK$'000
FET FHET
(unaudited) (unaudited)
(REEZ) (REFEZ)
732,449 1,993,286
1,723 =

615 550

1,493 1,308

341 -

2,862 -

- 5,592

157 1,021

1,196 951
18,059 10,026
13,023 14,883
1,629 8126

694 640

4 i
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8

40

INCOME TAX EXPENSE 8 MMBHMAX
1H2019 1H2018
—E-NF —E-N\F
F¥E E¥F
HK$'000 HK$'000
FET FH&T
(unaudited) (unaudited)

(REBEX) (REEEZ)

Current tax: BNVEARRIA -
Hong Kong Profits Tax EBREH 2,963 7,465
PRC tax B TIA 3 =
Over-provision in prior period — BEHARBRERE — B5NERH
Hong Kong Profits Tax - (90)
Under-provision in prior period — PRC tax wAFERERE N R — P EIFIA - 73
2,966 7,448
Deferred tax (credit)/charge EEFEGEA),/ X (2,458) 73
Total income tax expense recognised in HAA R IE s iR 2 PT1S ik X 428
profit or loss for the period 508 7,521
For 1H2019, Hong Kong Profits Tax is calculated at 8.25% on RZB-NFEFFMmME H2BEBTZHE
the first HK$2 million of the estimated assessable profits and STHE R BLE A% 8.25% st H BB F S+ 2
at 16.5% on the estimated assessable profits above HK$2 BEBITA L2 AEH EERTUE A BIIZ 16.5% &t
million. For 1H2018, Hong Kong Profits Tax had been HEBMNER - B NFL¥FhH= &
provided at a rate of 16.5% based on the estimated 8 15 B B AR 4R 5% A O (i 51 B AR B 0 Al IR
assessable profit for that period. 16.5% Bt R AE B -
Under the Law of the People’s Republic of China on Enterprise BEREARKMBECEMEHE ([ REMG
Income Tax (“EIT Law") and Implementation Regulation of the Bk D) R EREBOEERIES - AN AR
EIT Law, the tax rate for the PRC subsidiary of the Company is BB A R B BB B R /5 25% o FR R AR B Y
25% for the Review Period. No Enterprise Income Tax had BRARRZ-ZE—N\FL¥FUEERT R -
been provided for 1H2018 as the PRC subsidiary had no HI B 5 a4 AR R HE A SE PSR A4 o

assessable profits for that period.

KEREEZERERAR
20197 BisR &
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated) (LAS TR + S8 fEBAEFRIN)

(LOSS)/EARNINGS PER SHARE

(Loss)/earnings (E1|) B
(Loss)/profit for the period attributable to owners Zx A &]#E A A FE{E HA A

of the Company (F518), &7
Number of ordinary shares ZEREE

9

B (&8 BT
1H2019 1H2018
—E-NF —E-N\F
F¥E E¥F
HK$'000 HK$'000
FET FH&T
(unaudited) (unaudited)

(REBEX) (REEZ)

(5,677) 21,681
1H2019 1H2018
—g-nE  —EFN\F
el 33 E¥F
(unaudited) (unaudited)

(REER) (REEER)

Weighted average number of ordinary shares for izt & & EAN (Ei8) BHM s 8

the purpose of basic (loss)/earnings per share TR AT I 19 2R

The weighted average number of ordinary shares as presented
above for 1TH2018 had taken into account of the group
reorganisation to rationalise the structure of the Group in
preparation for the Listing (the “Reorganisation”) as detailed
in the subsection headed “Reorganisation” under the section
headed “History, Reorganisation and Group Structure” in the
Prospectus and the capitalisation issue of 749,999,900 Shares,
which was effective on 16 March 2018, the listing date of the
Company.

No diluted (loss)/earnings per share is presented as the
Company did not have any dilutive potential ordinary shares
for the periods ended 30 June 2019 and 2018.

1,000,000,000 899,171,271

EX 258 - F— N\F EFFEBERNET S
HEFABRERZIES  SHEREERE]
—E TN [EA] DEFREAEBRESE
EEESHE(EEDAEHE LT RER(LE
17749,999,900 X fn - MAEBMEITERAR
A EMBEH T NF=FFRALER

BEZ SR8 (B5R) &% RAR/ALR
ARBE T hFR T \FAHA=TH
L BRI AT (B 3 B o
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(Expressed in Hong Kong dollars unless otherwise indicated) (LA TR + S8 HERAEFRIN)

10 DIVIDENDS
The final dividend for the year ended 31 December 2018
amounting to HK$6,000,000 was paid on Friday, 5 July 2019.

The Board has resolved not to declare any interim dividend for
1H2019 (1H2018: nil).

For the Review Period, subsidiaries of the Company made the
following distributions:

10 RE

HE_ZTZ—N\F+-_A=1+t—"HILFEAH
6,000,000 8 TR EER = —NLF+t
ARA(E8H)IKT -

EEGERRTER T NFLFFEIRE
ARBARE(ZE—\FL¥F  |) -

NEESR - KA HE A A EL TS
i

1H2019 1H2018
—E-hEF —E—N\F
E¥E E¥F
HK$'000 HK$'000
FH&xT THT
(unaudited) (unaudited)

(REBER) (REEZ)

Dividends declared and paid to non-controlling  Data Star Inc. A1 2E4% A% A% 5 & Jk

shareholder by Data Star Inc. FORAT RIS 3,276 2,184
Dividends declared and paid to its then Apex Team Limited ([ Apex Team |)

controlling shareholder by Apex Team Limited [ H & 5 AR AR R 5 R

("Apex Team") R AR B - 15,975

11 PROPERTY, PLANT AND EQUIPMENT
The leasehold land and building of HK$39,812,000 have been
mortgaged to secure general banking facilities granted to the
Group at 30 June 2019 (31 December 2018: HK$40,517,000).
During 1H2019, the Group acquired property, plant and
equipment of approximately HK$145,000 (1H2018:
HK$1,305,000).

42 AERBEZERARAE
20197 BisR &

1

M - BERERE
RZZE—hFA=+H "  £%7%39,812,000
Bz HETHREFERR - LERRKR TR
Bz —BRTBE(ZZE—NF+ A
=+—H 40,517,000/ L) - R=ZZ— hF
F¥F XEEREWE BERIKELD
145,000 70 (= Z — J\ & £+ : 1,305,000
EIT) °
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NOTES TO THE INTERIM FINANCIAL STATEMENTS

e A B 5 3 2= B

(Expressed in Hong Kong dollars unless otherwise indicated) (LAS TR + S8 fEBAEFRIN)

INVESTMENT PROPERTY

At fair value BEAFE
At 1 January R—H—H
Fair value adjustment NEERE

At 30 June 2019/31 December 2018

—E-N\FE+=ZA=+—H

The Group’s investment property is a commercial property
situated in Hong Kong and leased out to third parties. The
investment property was revalued by RHL Appraisal Limited as
at 30 June 2019 and 31 December 2018. The investment
property has been mortgaged to secure general banking
facilities granted to the Group at 30 June 2019 and 31
December 2018.

TRADE RECEIVABLES

B 5 RUSRR
R (ER R

Trade receivables
Less: allowance for impairment

The Group'’s trading terms with its customers are mainly on
open account terms, except for new customers, where
payment in advance is normally required. The balance of the
business is on open account terms which is often covered by
customers’ letters of credit or is factored to external financial
institutions. The credit terms vary from 1 day to 120 days after
the monthly statement. The Group seeks to maintain strict
control over its outstanding receivables to minimise credit risk.
Overdue balances are regularly reviewed by management.
Trade receivables are non-interest-bearing and their carrying
amounts approximate to their fair values.

RZZ-NAFERR=+RB/

12 REWXE
30 June 31 December
2019 2018
—g-nE  —F)\F
NA=+H +=-A=+—H
HKS$'000 HK$'000
FHExT THTT
(unaudited) (audited)
(REBER) (&%)
54,000 51,600
2,600 2,400
56,600 54,000

13

AREBNKREMERS —BURBENEEY
¥ YHBETFE=T - REVETIHRXFITAF
EERERARNR-ZE-—NFARA=ZTHER=
BE-NF+TZA=+—BETEM - ZEKRE
MHEBER - AERR T - AF R A=1H
M—Z—N\Ft+t-_A=1t—HRTAEEHN—
RRERITRLE °

B S EWRMR
30 June 31 December
2019 2018
—E-NEF —ZT-)N\F
ANB=+H +=—A=+—8H
HK$'000 HK$'000
T#ERT T
(unaudited) (audited)
(REER) (&%)
346,903 508,953
(2,862) -
344,041 508,953

AEEEETFHE S FREBARKRTAE
17 EMEP —RABNFIR - ERTT
THEBEHRBEMNAETPEREIRIEEIN
HewMEE - EEENTFIBEEAERKRE
120 B o A EH E R K@ FEURIR #1582
B EURSREEERR - EEESTEH
EHBBEes -  EZREERARE - AR
E{EEAENTEES -
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(Expressed in Hong Kong dollars unless otherwise indicated) (LA TR + S8 HERAEFRIN)

13 TRADE RECEIVABLES (CONTINUED) 13 BEZRERWRR (&)

The following is an ageing analysis of trade receivables based

on the invoice date:

B RERTIZER B HORESTNAT

30 June 31 December

2019 2018

—E-hEF —E-)N\F

ARA=+H +Z-H=+—H

HK$'000 HK$'000

FHExT FET

(unaudited) (audited)

(RBER) (fEE==%)

0-30 days 0&30H 83,643 183,335
31-60 days 31260H 114,599 100,064
61-90 days 61290 H 56,623 87,673
More than 90 days 90 B E 92,038 137,881
346,903 508,953

Less: Allowance for impairment B ORE S (2,862) -
344,041 508,953

B RUCRFOBEB R ABERLCE - BRI
AEERRREZ BN EEEN - FLER
T REBEERNE S RS - RE

Impairment losses in respect of trade receivables are recorded
using an allowance account unless the Group is satisfied that
recovery of the amount is remote, in which case the

impairment loss is written off against trade receivables FEHAN Y REEBESBMT
directly. The movement in the allowance for doubtful debts
during the Review Period is as follows:
30 June 31 December
2019 2018
—EB-hF —E-N\F
AA=tH +ZHA=+—H
HK$'000 HK$’'000
FET FHET
(unaudited) (audited)
(RBER) (&%)
At 1 January R—A—H - 2,119
Impairment loss recognised B R EEE 2,862 =
Written off [ - (2,119)
At 30 June 2019/31 December 2018 R=F—NF~A=1+B/
=5 NEEaS B =qre-B 2,862 =

At 30 June 2019, trade receivables of the Group with an
aggregate carrying amount of HK$224,103,000 (31
December 2018: HK$367,320,000) have been assigned to
banks to secure the general banking facilities of the Group.

R=ZZF—hFA=1+H A5ELEAES
224,103,000t (=T —NF+=_A=+—
H : 367,320,000 7T) 2 B SRR RE D
TERIT - UEBMAEE —RIBTHRE -

44 AERBEZERERAE
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(Expressed in Hong Kong dollars unless otherwise indicated) (LAS TR + S8 fEBAEFRIN)

14 OTHER RECEIVABLES, DEPOSITS AND 14 HMEWRIE  RERFBEARE
PREPAYMENTS
30 June 31 December
2019 2018
—E-hEF = N\F
AA=tH +ZHA=+—H
HK$'000 HK$'000
FHET FAT
(unaudited) (audited)
(REEZ) (&= =%)
Other receivables E b e W kIE 1,868 2,277
Deposit for purchase KigEe 16,943 60,049
Utilities and other deposits KERHEMIZE 873 586
Prepaid expenses TEf R 4,233 3,339
Deposit paid for acquisition of property, plant ~ WEW% « BE RBENENIES
and equipment 1,940 1,891
Deposit paid for acquisition of intangible WiEEREENBE IS (1:)
asset (note) 7,800 7,800
33,657 75,942
Less: amount classified as current assets B DERARBEERN SR (23,917) (66,251)
Amount classified as non-current assets DI AEIEREBEENS R 9,740 9,691
Note: 5T
It is earnest deposit paid to the JV Partner for the formation of the JV ZABERKLEERRMAE EBHEZAHHE
Company. The Group entered into the MOU with the JV Partner. ® o AEBEEGEBHET L EREE o FFRI L ER
Subject to the entering into a formal joint venture agreement, the EEHHEE  AREESEEHEKRIGERT M
Group and the JV Partner shall establish the JV Company and the JV SEBHEMEERREERZEE T RESK
Partner will transfer the distribution rights of a range of products 85— R E R 2 $HHE o
granted by various electronic component manufacturers to the JV
Company.
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15

16

46

TRADE PAYABLES

15

An ageing analysis of the Group's trade payables presented
based on the invoice date at the end of each reporting date, is

as follows:

0-30 days

31-60 days

61-90 days

More than 90 days

0%£30H

31260H
61290 H
90BN E

OTHER PAYABLES, ACCRUALS AND DEPOSIT 16

RECEIVED

Other payables and accruals
Value added tax payables
Customer deposit received
Rental deposit received

KEREEZERERAR
20197 BisR &

oAl & SRR KB AT E
FEfIB{ER
BElEFRE
EWEERS

g5 BNRM

AEENSRERARREZAHZINE SR

MR IRE DT

30 June 31 December
2019 2018
ZEB-hF —E)N\F
AA=+H +Z-A=1+—H~H
HK$'000 HK$'000
FHET FET
(unaudited) (audited)
(REER) (&%)
95,163 146,716
97,174 46,807
2,506 11,045
1,512 1,321
196,355 205,889

HthEARE B EAREWREZ

€
30 June 31 December
2019 2018
—E-hEF —ZT-)N\F
AA=tH +ZHA=+—H
HK$'000 HK$'000
T T
(unaudited) (audited)
(RRER) (&%)
19,066 24,191
130 201
2,428 6,682
240 240
21,864 3i1R3il4!
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17 BANK BORROWINGS 17 $RITEE
30 June 31 December
2019 2018
—E-hEF —E=—)\F
AA=+H +Z-A=1+—H~H
HK$'000 HK$'000
FHET FET
(unaudited) (audited)
Current liabilities REAE (RBER) (F&E%)
Factoring loans RIBE K 107,837 205,953
Other bank loans HARITER 95,340 158,804
Bank instalment loans HRATS “Hﬂgm
— portion of loans due for repayment within -~ — ZBR—FEREE 2 EREH
one year 5,825 8,191
— portion of loans due for repayment after one — BN —FER(EE 2 EREH
year which contain a repayment on (MBI B SREBIER)
demand clause 17,052 18,320
226,054 391,268
At 30 June 2019 and 31 December 2018, the bank instalment R-E—NERA=ZTARZZE-NFTA
loans were due for repayment as follows, which are based on =+—B RO PERBERBEER G ETH
the scheduled repayment dates set out in the loan agreements TEEERHEE  BWESATMIRERE
and ignore the effect of any repayment on demand clause: RIRRZZE -
30 June 31 December
2019 2018
—E-NF —TN\F
AA=tHB +ZHA=+—H
HK$'000 HK$'000
FHET FAT
(unaudited) (audited)
(REEZ) (REZ)
Within one year —&FR 5,825 8,191
After one year but within two years —FREMEA 2,684 2,682
After two years but within five years MEZRBRFA 5,914 6,374
After five years hF’ 8,454 9,264
22,877 26,511
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17 BANK BORROWINGS (CONTINUED) 17 RITEE(HE)

At 30 June 2019, the banking facilities of the Group were RZZBE—AFRNA=FTH  AEBETEE N
secured by trade receivables of the Group with an aggregate 48 BR TH {8 /4 224,103,000 78 7T 2 Z 5 FE W BR 3K
carrying amount of HK$224,103,000 (31 December 2018: —ZE—-N\F+=ZHA=+—H : 367,320,000
HK$367,320,000), the legal charge over the investment L) REBEREMEZEZEMHL AEEMH
property of the Group, leasehold land and buildings of &+ i R 539,812,000 (=T — N\ F
HK$39,812,000 (31 December 2018: HK$40,517,000) of the +=-A=+—H :40,517,000/87C) - —
Group, insurance policy executed by a related company, ERTIMEVHRE - BEEMEBAABRK
personal guarantees executed by Mr. Pai, and corporate RNEBFTER RIPERIEER o

guarantees executed by the Group.

18 SHARE CAPITAL 18 R
Number of
shares Amount
RBEE -]
Note HK$
gz I
The Company ¥ NN
Ordinary shares of HK$0.01 each % 0.01 B2 TRk
Authorised: EE
As at 1 January 2018 R=ZE—N\&F—H—H 38,000,000 380,000
Increase of authorised share capital 1 HNSA E RN (a) 1,962,000,000 19,620,000
As at 31 December 2018, RZZB-N\F+HA=+—H"
1 January 2019 and “E-NEF-A—HBHK
30 June 2019 —E-hFXRA=T1H 2,000,000,000 20,000,000
Issued and fully paid: ERITRHRE
At 1 January 2018 RZZFE—-—N\FE—H—H 1 =
Reorganisation &4 (b) 99 1
Share capitalisation IR E AR (© 749,999,900 7,499,999
Global Offering PIREBE (d) 250,000,000 2,500,000
As at 31 December 2018 (audited), R=ZZ—-NE+=A
1 January 2019 and =T—RH®E%) -
30 June 2019 (unaudited) T NEF-AR—HRK
—E-NFRA=+H
(RESER) 1,000,000,000 10,000,000

48 EEMBERERAF
20197 BisR &
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NOTES TO THE INTERIM FINANCIAL STATEMENTS

e A B 5 3 2= B

(Expressed in Hong Kong dollars unless otherwise indicated) (LAS TR + S8 fEBAEFRIN)

SHARE CAPITAL (CONTINUED)

Notes:

(@  On 15 February 2018, the authorised share capital of the
Company was increased to HK$20,000,000 divided into
2,000,000,000 shares of nominal value of HK$0.01 by the
creation of an additional 1,962,000,000 shares of HK$0.01
each.

(b)  On 15 February 2018, Ace Power Holdings Limited (“Ace
Power”) and the Company entered into a share swap
agreement pursuant to which the Company acquired from Ace
Power one share in Apex Team, representing the entire issued
share capital of Apex Team, in consideration and exchange for
(a) the allotment and issue of 99 Shares to Best Sheen, all
credited as fully paid (under the direction of Ace Power); and
(b) the crediting as fully paid at par the one nil paid Share held
by Best Sheen.

(© On 16 March 2018, the Company issued a total of
749,999,900 shares as fully paid at par to Best Sheen by way
of capitalisation of an amount of HK$7,499,999 standing to
the credit of the share premium account of the Company.

(d)  On 16 March 2018, the Company was listed on the Main
Board of The Stock Exchange with the Global Offering of
Shares of HK$0.01 each of the Company, including, a public
offering in Hong Kong of 125,000,000 shares and an
international offering of 125,000,000 shares, in each case at a
price of HK$0.50 per share.

COMMITMENTS

Capital commitments

The MOU has been entered into between the Group, the JV
Partner and the guarantors on 28 November 2018 for the
formation of the JV Company owned as to 60% by the Group
and 40% by the JV Partner whereby the JV Partner shall
transfer a range of distributorship rights held by the JV Partner
to the JV Company in consideration of a payment of no more
than US$5.0 million (equivalent to approximately HK$39.0
million) by the Group to the JV Partner.

As at 30 June 2019 and 31 December 2018, earnest deposit
of US$1.0 million (equivalent to approximately HK$7.8 million)
has been paid to the JV Partner by the Group. The earnest
deposit shall be utilised as part of the payment of the
consideration if a formal joint venture agreement is entered
into. As at 30 June 2019 and 31 December 2018, the Group
has capital commitment (authorised but not contracted for)
for this acquisition of not more than US$4.0 million
(equivalent to approximately HK$31.2 million).

18

19

MR (&)
fi g -

(@ RKRZZE—/N\E-_A+HA AREZEERAN
FBEIME R 1,962,000,000 A% A% 0.01 78 7T
Z B 13 & fn =20,000,0008 T D B
2,000,000,000 &% &A% 18 0.01 B ITHI B (D

by RZZT—N\F-_A+HEAB BEERERAF
(T2ERR ) BN R RT SLAD B thpass - 4Bt
AR R) B fBEUREE —B% Apex Team B8 15 (AEE
7 Apex Team H) 2 2 B 21T A ) » LAIRER ()
B2 AD 3% ] 21T 99 IR A BR DI 1B 48 B 9 R% 17
(FREEIETR)  RO)BEZMFEN—RR
BBRFRMIEEEARIIESR -

(© RZZE—N\F=ZA+B FAREBBARD
B 1734 (B BR 7,499,999 8 T 2 #E BR B L B AN
MR IR A E 31T 4 £ 749,999,900 A% 71| 1E 44
BB °

d) RZZ—NF=A+B KARRBRHE
WREM  2HRBEARFNFREEOOBT
MR - BIEE B AR EE 125,000,000 f% A
1 R Bl 3 & 125,000,000 B I 15 @ BIR & B
BEX0.50/8 T °

AiE

BAREE

REE - GEBHEERARZZE—NF+—
A=+ N\BEI IR EREE - NABRK A
REBREEBNEDBIHEE60% K A0% 1 25
WEEDQR  EREEBHEBREE QN AEE
BEBHFN—RI D HE - MAEE KR
BEBHIATZR0EEETL(HERL
39.0EEAIT) HRE -

—T-hhFEAAZ+BR=ZZ-—NF+=A
T—B AEEERAEEAXMNI10BE
Ex(HEERN78AEBIT) MBS © fHFT
IEREZE W BHESBEAEIMNKED
— & o RZZE-—NEFARAZTARZZE-N
FTZA=+—H AEERUHWEFENE
RAEE(BEREERTN) TZR40B8EET
(FHERY32EEBTT) °

%
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19 &iE ()

19 COMMITMENTS (CONTINUED)

Capital commitments (Continued)

Commitments for the acquisition of property, plant and

equipment is as follows:

EAEE (&)

KBV - BE RERmHAENT

30 June 31 December
2019 2018
—E-hEF —Z=—\F
AA=+H +Z-A=1+—H~H
HK$'000 HK$'000
FERT FET
(unaudited) (audited)
(REEZ) (F&E%)
Contracted for but not provided in B ETAYE AR A L A B
these Interim Financial Statements B TSR RETHIR B 738 820
Lease commitments HEAE
The Group as lessor KEEER LA

AEBREBELKLHEHNEAEEREYE - KB
& REMEERSHEME - OALF RIE
g -R T NAEFRNA=ZTER-_Z-N\F

The Group leases its investment property under operating
lease arrangements. The lease of the investment property is
negotiated for a term of 2 years. The lease agreements do not

include an extension option. As at 30 June 2019 and 31
December 2018, the operating lease receivables are as

follows:

Within one year
In the second to fifth years, inclusive

5Q tERREZERERAF
20197 BisR &

—FRN

TZA=1+—8 KLHEERKFEDT

E_FEFNF(BREEEMF) -

30 June 31 December
2019 2018
—E-NEF —Z— )\
AA=+H +-A=+—H
HK$'000 HK$'000
FHET FET
(unaudited) (audited)
(REER) (&%)
1,320 1,440

600

1,320 2,040
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20 RELATED PARTY TRANSACTIONS 20
In addition to those disclosed elsewhere in these Interim
Financial Statements, the Group had the following material
transactions with related parties during the Review Period:

(@) Transactions with related parties

Mr. Lee (note i) 2o A (BT
— Rental paid —Bfle

Nicegoal Limited (note ii) Nicegoal Limited (P Eii)
— Rental paid —Bfle

Notes:

(i) The rental expenses were based on the tenancy
agreement entered by the Group and Mr. Lee.

(i) Nicegoal Limited is controlled by Mr. Lee. The rental
expenses were based on the tenancy agreement entered
by the Group and Nicegoal Limited.

At 30 June 2019 and 31 December 2018, the banking
facilities of the Group were secured by insurance policy
executed by a related company and personal guarantee
executed by Mr. Pai. Details of which were set out in
note 17.

BRETRS
RS AR RREMBHBEESN - A
EERE R EME TR TUTEARS |

BELIRXRS
1H2019 1H2018
—g-NnE —ENE
¥ =2
HK$'000 HK$'000
FET FAT
(unaudited) (unaudited)

(REBER) (RIEEZ)

402 428

472 78

() HEERXIREBEAREEFEERT N
HAME °

(i) Nicegoal Limited f 2= 5t A2l © 85 5
2 Ty AR 3R 7N & B B Nicegoal Limited 5]
S RFRLTE ©

A=+—B  "EBERTREN—
WENBMRILNREARB LR
TEEABRIEER - BEFIEHNME
17 e
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20 RELATED PARTY TRANSACTIONS (CONTINUED)

(b) Compensation of key management personnel
and related parties
Remuneration for key management personnel of the
Group, including the amounts paid to the Directors is as
follows:

Short-term employee benefits EHEEERT
Contributions to defined contribution

retirement benefits scheme

During the Review Period, short-term benefits and post-
employment benefits for close family members of
Mr. Lee paid and contributed by the Group are as
follows:

Short-term employee benefits REEERET
Contributions to defined contribution

retirement benefits scheme

21 EVENT AFTER THE REPORTING PERIOD

52

Pursuant to the MOU, the Group has paid a second earnest
deposit of US$1.0 million (equivalent to approximately HK$7.8
million) to the JV Partner on 5 August 2019 for the formation
of the JV Company. This second earnest deposit shall be
utilised as part of the payment of the consideration if a formal
joint venture agreement is entered into.

KEREEZERERAR
20197 BisR &

20

TERHEFRREN GBI K

21

BRELRZ (&)
(b) FEEBABRBIES HRMN

AEETREBABRTFM(BENTE

FE R HLBUR IR FI G B 3K

ERFRIB) AT -
1H2019 1H2018
—g-nE  —ENE
al 33 E¥F
HK$'000 HK$'000
FHExT T
(unaudited) (unaudited)
(REER) (REEEZ)
3,108 3,377
76 50
3,184 3,427

CEHA AEEERFEERERK
X 8 S 2 7 B4R N B R R AR A K i £

R :
1H2019 1H2018
—E-hEF —ZT-)N\F
¥ ¥
HK$'000 HK$'000
FET FHET
(unaudited) (unaudited)
(REER) (REEZ)
400 735
12 17
412 752
REHHZEE

RERBEHRTE  AKBER_"F-NAFN\AR
BR&EBHXNE_SREN.0BEET(H
FRW78ABEIT)NHAEE - UKIAZER
Al e I L EA A Z W AltE—FHES
1 RVES S RAER —#B1D ©
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