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MISSION STATEMENT

to sustain its position as a leading retailer in the next century and beyond.
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CHAIRMAN'’S REVIEW OF OPERATIONS

behalf of the Board of Directors (the “Board”) of the Company, I would like to present
areholders with the Annual Report for the year ended 31 December 2022 (the “FY2022").

~ The principal activities of the Group during FY2022 are the operation of department stores,
~ securities trading and the provision of general and life insurances.
O verall Financial Review

ring FY2022, the Group recorded a total revenue of approximately HK$146.5 million (FP2021:
aj proximately HK$140.1 million). The Group recorded a net loss of approximately HK$62.3 million
2021: approximately HK$77.1 million).

er income and gains, net

uring FY2022, other income and gains, net was approximately HK$18.8 million (FP2021:
i‘oximately HK$12.7 million), which was mainly attributable to (i) the imputed interest income

ing and distribution expenses

uring FY2022, the selling and distribution expenses was approximately HK$80.7 million (FP2021:

ht-of-use assets of approximately HK$45.4 million (FP2021: approximately HK$45.6 million); and
the employee benefit expenses of approximately HK$17.4 million, net of government grants of



CHAIRMAN'’S REVIEW OF OPERATIONS

General and administrative expenses

million (FP2021: approximately HK$14.7 million).

Other operating expenses, net

During FY2022, other operating expenses, net was Nil (FP2021 approx1mately HK$4 9 m11110n)

approximately HK$2.9 million.

Finance costs

million (FP2021: HK$11.2 million).

Loss attributable to equity holders of the Company

segment was further explalned below.

BUSINESS REVIEW
DEPARTMENT STORE OPERATION
During FY2022, our Group’s performance was affected by the persistence impact of the Covid-1

pandemic. In addition, one of our stores was closed during FY2022. Our department stor
operations recorded revenue of approximately HK$146.2 million (FP2021: approximately HK$13 x
million).

As a result, the Group had adopted pro-active measures to reduce operating expenses, such as st
cost and negotiating rental concession with the landlords. Hence, the overall segment loss
approximately HK$35.2 million during FY2022 (FP2021: approximately HK$63.2 million).
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CHAIRMAN’S REVIEW OF OPERATIONS

To maintain a healthy inventory level, the clearance of previous season inventory continued to be
our major goal during FY2022. The inventory level reduced from approximately HK$34.4 million as
at 31 December 2021 to approximately HK$29.4 million as at 31 December 2022. As a result,
reversal of provision for inventories of approximately HK$2.3 million was recognised during
FY2022 (FP2021: approximately HK$1.6 million).

SECURITIES TRADING OPERATION

The Group recorded net realised loss on securities trading of approximately HK$0.1 million for
FY2022 (FP2021: net realized gain of approximately HK$0.2 million). Dividend income was
approximately HK$0.9 million for FY2022 (FP2021: approximately HK$3.1 million). Hence, a
segment loss of approximately HK$2.6 million (FP2021: approximately HK$2.9 million) was
resulted for FY2022. The Group holds these investments for trading. The Group would review and

refine its investment portfolio regularly based on market conditions and its capital needs.

PROSPECTS

Following by the gradual relaxation of anti-pandemic measures and most importantly, the
reopening of border with Mainland China in early 2023, we expect that there will be a rebound on
the retail market in Hong Kong. While there are positive signs on recovery, the management is of
the view that challenges are still around us. Customer consumption pattern has been changed since
the outbreak of Covid-19. In the post-pandemic era, the Group will take a more cautious approach

in its business planning to cater the current environment.
With the support of Realord, the Board is optimistic about the prospects of the Group.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2022, the Group had cash and bank balances, pledged bank balances and
deposits of approximately HK$182.5 million (31 December 2021: approximately HK$156.2 million),
of which approximately HK$84.3 million (31 December 2021: approximately HK$102.2 million)
were pledged. As at 31 December 2022, the Group’s gearing ratio, being the bank borrowings, other
loans, lease liabilities, loans from the immediate holding company and a related company to net

assets of approximately 254% (31 December 2021: approximately 169%).

The interest expense charged to the consolidated income statement for FY2022 was approximately
HK$27.8 million (FP2021: approximately HK$25.7 million). The interest-bearing bank borrowings of
the Group as of 31 December 2022 were approximately HK$141.0 million (31 December 2021:
approximately HK$144.5 million), which were repayable within one year or on demand. The bank
borrowings were in Hong Kong dollars, with interest rates of HIBOR plus 1.5% per annum. All
bank borrowings were secured against securities investments, a property and bank deposits. The
current ratio was approximately 0.51 (31 December 2021: approximately 0.58).
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CHAIRMAN’S REVIEW OF OPERATIONS

As at 31 December 2022, the Group has utilised loan from immediate holding company and loan
from a related company of HK$73,263,000 and HK$187,000,000, respectively.

As at 31 December 2022, the Group had net current liabilities of approximately HK$240,097,000 (31
December 2021: approximately HK$180,974,000) and an equity attributable to the equity holders of
the Company of approximately HK$128,988,000 (31 December 2021: approximately
HK$188,849,000). The Group’s cash and bank balances amounted to approximately HK$98,188,000
(31 December 2021: approximately HK$54,092,000) as at 31 December 2022.

Management closely monitors the Group’s financial performance and liquidity position to assess
the Group’s ability to continue as a going concern. In view of these circumstances and the impact
of the Covid-19 pandemic, the management has been continuously implementing measures to
improve profitability, control operating costs and reduce capital expenditures in order to improve
the Group’s operating performance and alleviate its liquidity risk. These measures include (i)
continuously remapping its marketing strategies and pricing policies, (ii) continuing its measures
to control capital and operating expenditures, (iii) negotiating with its landlords for rental
reductions, and (iv) identifying the opportunity in realisation of certain assets of the Group.
Management believes that these measures will further improve the Group’s operating profitability

and the resulting cash flows.

The Group’s products are partly imported from Europe and settled by Euro. Although the Group
currently does not have a foreign currency hedging policy, the management will continue to
monitor the foreign exchange exposure closely and will consider hedging if there is significant

foreign currency exposure.

CONTINGENT LIABILITIES AND LITIGATIONS

Save as disclosed in notes 35 and 36 to the financial statements, the Group do not have other

material contingent liabilities and litigations.

EVENTS AFTER THE REPORTING PERIOD
No significant event has taken place subsequent to 31 December 2022 and up to the date of this

annual report.

EMPLOYEES AND REMUNERATION POLICIES
As at 31 December 2022, the Group had 161 employees (31 December 2021: 198), including

part-time staff. The Group operates various remuneration schemes for sales and non-sales
employees to motivate front-line and back-office staff towards achieving higher sales and operating
efficiencies. Apart from basic salary and discretionary bonuses based on individual merit, sales
personnel are further remunerated on the basis of goal-oriented packages, comprising several sales
commission schemes. The Group also provides employee benefits such as staff purchase discounts,

subsidised medical care and training courses.

The Sincere Company Limited @ Annual Report 2022



“IATION

Alf of the Board, I wish to take this opportunity to extend my appreciation to our
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CORPORATE GOVERNANCE REPORT

The Board has committed to maintaining good corporate governance standards.

The Company’s corporate governance practices are based on the principles as set out iri':. q
Corporate Governance Code (the “CG Code”) contained in Appendix 14 of the Rules Governing th
Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchang[ ¢

(collectively the “Listing Rules”). s

and except for code provision C.1.6 which deviation is explained in the relevant paragraph of
corporate governance report.

CORPORATE CULTURE AND STRATEGY

that the management and all employees uphold and expect.

The Group has four main missions:

(i)  To gather talented people and work together towards success;
(ii)  To uphold excellent and professional corporate management, enhancing shareholder value
(iii) To empower employees and grow together; and

(iv) To adhere to a transparent, responsible, honest, and open corporate culture.
Over the years, the Group has upheld the corporate mindset of “innovation development :
pursuit of excellence”, continuously improving the quality, efficiency, and competitiveness of
products and services, and dedicating to creating a win-win situation with customers, busiz
partners, and shareholders, to build a harmonious and better society, and practicing the corpora
spirit of “The way of Realord & being Sincere”.
The Group’s business development and management strategy are consistent with its visic
focusing on investments with stable recurring income to achieve a long-term, stable,

sustainable growth, while appropriately considering the environmental, social, and gover
(“ESG”) aspects, to bring the greatest long-term return to shareholders.”
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CORPORATE GOVERNANCE REPORT

DEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed
S ers as set out in Appendix 10 to the Listing Rules (the “Model Code”) as the code governing the
ansactions of securities by the directors. After specific enquiry to all directors of the Company
H t Lff”Directors”), it is confirmed that all Directors had complied with the relevant standard as

~ BOARD OF DIRECTORS

he biographical information of the Directors are set out in the section headed “Biographies of
irectors and Senior Executives” on pages 31 to 34 of this annual report.

General Meetings Board Meetings
rectors attended/held attended/held
utive Directors
)r. LIN Xiaohui (Chairman) 1/1 3/5
adam SU Jiaohua (CEO) 1/1 4/5
r. YU Lai 1/1 5/5
-Executive Director
r. TAI Tak Fung 1/1 4/5
lependent Non-Executive Directors
YU Leung Fai 1/1 5/5
YUAN Baoyu 0/1 4/5
HUNG Chun Hung Simon 1/1 5/5

Code provision C.1.6 of the CG Code that independent non-executive directors and other non-executive
‘directors should also attend general meetings to obtain better understanding of the view of the
shareholders of the Company. Mr. Yuan Baoyu being the independent non-executive director of the
Company did not attend the general meeting of the Company due to business arrangement.
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CORPORATE GOVERNANCE REPORT

Independent Non-Executive Directors

Board Independence

Independent non-executive Directors represent more than one-third of the Board, which facilitates
in bringing to the Board independent advice and judgement. Apart from complying with t
requirements prescribed by the Listing Rules as to the composition of certain Board committees, t
independent non-executive directors are appointed to all Board committees as far as p0551b1

ensure independent views and inputs are available.

The Nomination Committee will assess the independence of a candidate who is nominated to
new independent non-executive Directors before appointment and the continued 1ndependen ¢

the current long-serving independent non-executive Directors on an annual basis.

professional advice, and the findings of Board evaluation exercise.
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Board is responsible to ensure the Company achieves its objectives, approve the business

ategic plans and review management performance.

e
Directors, including non-executive Directors and independent non-executive Directors, have

lest, seek independent professional advice in appropriate circumstances, at the Company’s
penses for discharging their duties to the Company.

: :::D'irectors shall disclose to the Company details of other offices held by them and the Board
ularly reviews the contribution required from each director of the Company to perform his

e Board reserves for its decision on all major matters relating to policy matters, strategies and
' gets, internal control and risk management, material transactions (in particular those that may
volve conflict of interests), financial information, appointment of Directors and other significant
: rt:ional matters of the Company. Responsibilities relating to implementing decisions of the
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CORPORATE GOVERNANCE REPORT

Continuous Professional Development of Directors

Directors keep abreast of responsibilities as a Director of the Company and of the conduct, busine
activities and development of the Company. |

understanding of the business and operations of the Company and full awareness of dir'

responsibilities and obligations under the Listing Rules and relevant statutory requirements.

been provided to the Directors for their reference and studying.

A summary of training received by the Directors according to the records provided by the Di
during FY2022 is as follows: ;

Training on corporate govei
regulatory developme
Director other relevant

Executive Directors

Dr. LIN Xiaohui (Chairman)
Madam SU Jiaohua (CEO)
Dr. YU Lai

Non-Executive Director
Dr. TAI Tak Fung

Independent Non-Executive Directors
Mr. YU Leung Fai

Mr. YUAN Baoyu

Mr. CHUNG Chun Hung Simon
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: J ts of the Company’s affairs and to assist in the execution of the Board’s responsibilities. All
rd committees of the Company are established with defined written terms of reference. The
ns of reference of the Board committees are posted on the Company’s website and the Stock

4 b Al

ange’s website and are available to shareholders upon request.

Audit Committee consists of Mr. Yu Leung Fai, Mr. Yuan Baoyu, Mr. Chung Chun Hung

n, independent non-executive Directors. Mr. Yu Leung Fai is the chairman of the Audit
P .

mmittee.

'main duties of the Audit Committee are to assist the Board in reviewing the financial

b
ormation and reporting process, internal control procedures and risk management system and

ing FY2022, the Audit Committee held two meetings to review and discuss significant issues on
e financial reporting and compliance procedures, internal control and risk management systems,
of work and appointment of external auditor, and the attendance record, on a named basis, is

out below:

, Meetings
1dit Committee Members attended/held
YU Leung Fai 2/2
A bUAN Baoyu 2/2
HUNG Chun Hung Simon 2/2

roup’s audited financial statements for FY2022 have been reviewed by the Audit Committee.

Audit Committee also met with the external auditor twice during FY2022.
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CORPORATE GOVERNANCE REPORT

Remuneration Committee

The Remuneration Committee consists of Mr. Yuan Baoyu, Mr. Yu Leung Fai and Mr. Chung ¢
Remuneration Committee.

The primary functions of the Remuneration Committee include determining the remune a
packages of individual executive Director, making recommendation to the Board the remuner
policy and structure for all Directors; and establishing transparent procedures for developing s
remuneration policy and structure to ensure that no Director or any of his associate

participate in deciding his own remuneration.

record, on a named basis, is set out below:

Remuneration Committee Members attended

Mr. YUAN Baoyu
Mr. YU Leung Fai
Mr. CHUNG Chun Hung Simon

Pursuant to code provision E.1.5 of the CG Code, details of the annual remuneration of the me
of the senior management by band for FY2022 is as follows:

Nil to HK$1,500,000

Details of the remuneration of each Director for FY2022 are set out in note 11 to the-fir'} r

statements.
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CORPORATE GOVERNANCE REPORT

. I+ . .
lomination Committee

Nomination Committee consists of Mr. Chung Chun Hung Simon, Mr. Yu Leung Fai and

uan Baoyu, independent non-executive Directors. Mr. Chung Chun Hung Simon is the

man of the Nomination Committee.

:{)mination policy of the Company specifies the selection criteria of Directors including but not
d to the following:

i
!

Dif/ersity in all aspects, including but not limited to gender, age (18 years or above) cultural
and educational background, ethnicity, professional experience, skills, knowledge and length

Requirements of independent non-executive directors on the Board and independence of the
proposed independent non-executive directors in accordance with the Listing Rules; and
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CORPORATE GOVERNANCE REPORT

During FY2022, the Nomination Committee held one meeting to review the structure, size ar
composition of the Board and the independence of the independent non-executive Directors, ancllj (3.
consider the qualifications of the retiring Directors standing for re-election at the Annual General
Meeting, and the attendance record, on a named basis, is set out below: R

Nomination Committee Members attended_/hl'é ik

Mr. CHUNG Chun Hung Simon
Mr. YU Leung Fai
Mr. YUAN Baoyu

Executive Committee

The Executive Committee consists of Dr. Lin Xiaohui, Madam Su Jiaohua and Dr. Yu Lai, executive

!
T
-Il

The Executive Committee has been established to assist the Board in facilitating more effi'c'ilz

Directors. Dr. Lin Xiaohui is the chairman of the Executive Committee.

day-to-day operations of the Group and is delegated by the Board with the powers to oversee f

management of the business and affairs of the Company.

well as the implementation and realisation of the strategic objectives. The attendance record, on 2

named basis, is set out below: -

Executive Committee Members attended/held

Dr. LIN Xiaohui 12/12
Madam SU Jiaohua 12/12

Dr. YU Lai 12/1

Board Diversity Policy

The Company recognizes and embraces the benefits of having a diverse Board to enhance |
quality of its performance. In this connection, the Company has adopted a board diversity'po
which sets out the approach to achieve diversity on the Board (the “Board Diversity Policy”).

Board will review the implementation and effectiveness of the Board Diversity Policy annually.

In designing the Board Diversity Policy, the Company has considered from a number of as'p
including but not limited to gender, age, cultural and educational background, ethnici
professional experience, skills, knowledge and length of service. All Board appointments wil h
based on meritocracy, and candidates will be considered against objective criteria, having
regard for the benefits of diversity on the Board.
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CORPORATE GOVERNANCE REPORT

The Company currently has one female Director, and the Board had targeted to achieve and had
achieved at least maintain female representation on the Board and take opportunities to increase
the proportion of female members over time as and when suitable candidates are identified. As at
31 December 2022, as set out in the section headed “Employment Practices and Equal Opportunity”
in the ESG Report as contained in this annual report, among the 161 employees (including senior
management) of the Group, the percentages of male employees and female employees are 33.54%
and 66.46%, respectively. The Board considers that the Group’s workforce (including senior

management) are diverse in terms of gender.

Corporate Governance Functions

The Board is responsible for performing the functions set out in the code provision D.3.1 of the CG
Code.

The Board reviewed the Company’s corporate governance policies and practices, training and
continuous professional development of Directors and senior management, the Company’s policies
and practices on compliance with legal and regulatory requirements, the compliance of the Model
Code and the Company’s compliance with the CG Code and disclosure in this corporate

governance report.

DIRECTORS’” RESPONSIBILITY IN RESPECT OF THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the preparation of the financial statements of
the Group and ensure that the financial statements are in accordance with statutory requirements
and applicable accounting standards. The Directors also ensure the timely publication of the

financial statements of the Group.

The Directors have reviewed the Group’s cash flow projections prepared by the management. The
cash flow projections cover a period of not less than twelve months from 31 December 2022.
Management’s projections make key assumptions with regard to the anticipated cash flows from
the Group’s operations, capital expenditures and the continuous availability of bank and other
borrowings facilities and the impact of the COVID-19 pandemic. The Group’s ability to achieve the
projected cash flows depends on management’s ability to successfully implement the
aforementioned improvement measures on profitability and liquidity and the continuous

availability of bank and other borrowings facilities.

The Directors, after making due enquiries and considering the basis of management’s projections
described above and after taking into account (i) the reasonably possible changes in the operational
performance, (ii) the successful renewal and continuous availability of the bank and other
borrowings facilities and (iii) the financial support from Realord Group Holdings Limited, believe

that the Group will have sufficient financial resources to operate as a going concern.
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CORPORATE GOVERNANCE REPORT

The statement of the independent auditor of the Company about their reporting responsibilities or
the financial statements is set out in the independent auditor’s report on pages 51 to 57. e

AUDITOR’S REMUNERATION

During FY2022, the fees payable to the Company’s external auditor for audit services totalled t -
approximately HK$2,080,000 (for the period ended 31 December 2021: HK$2,066,000). The exter al ‘
auditor has also provided the Group with non-audit service, including the provision of tax services

Y
e

and agreed-upon procedures, at fees amounted to approximately HK$254,100 (for the period _emél:" ji38
31 December 2021: HK$690,000). :

DIVIDEND POLICY

The Board has the discretion to declare and distribute dividends to the shareholders of t
Company, subject to the articles of association of the Company and all applicable laws and
regulations. In recommending or declaring dividends, the Company shall maintain adequate cas
reserves for meeting its working capital requirements and future growth as well as its shareholder

amount of dividends to be declared will depend on the Group’s financial results, cash positio
capital requirements, business conditions and strategies, and other factors as may be considered

relevant at such time by the Board.

ANTI-CORRUPTION POLICY AND WHISTLEBLOWING POLICY

The Group has established (i) policy and measures that promote and support anti-corruption law
and regulations; and (ii) whistleblowing policy and measures for employees, suppliers ar
business partners to raise concerns, in confidence and anonymity, about possible improprietieé i
any matter related to the Group. For further details of the Group’s anti-corruption a
whistleblowing policy and/or measures, please refer to the section headed “B7. Anti-corruption” o
the “ESG Report” contained in this annual report.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges that it is its duty to monitor the risk management and internal cont
systems (including ESG risks) of the Group on an ongoing basis and review their effectivene '
Such systems are designed to manage rather than eliminate the risk of failure to achieve busine
objectives, and can only provide reasonable and not absolute assurance against mater

misstatement or loss.
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- Items of the Group, covering all material controls, including financial, operational and

. pliance controls, with a view to ensuring that resources, staff qualifications and experience,

aining programmes and budget of the Group’s accounting, internal audit and financial reporting

nctions are adequate. In this respect, the Audit Committee communicates any material issues to
.'Board

sed on the internal control review and risk assessment conducted during FY2022, no significant
itrol deficiency was identified.

e Group maintains a risk register to keep track of all identified major risks of the Group. The risk
ster provides the Board, the Audit Committee and management with a profile of its major risks
records management’s action taken to mitigate the relevant risks. Each risk is evaluated at least

'Company will continue to engage external independent professionals to review the Group’s
stem of internal controls and risk management annually and further enhance the Group’s internal

trol and risk management systems as appropriate.

here is currently no internal audit function within the Group. The Directors have reviewed the
ed for an internal audit function and are of the view that in light of the size, nature and
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SHAREHOLDERS’ RIGHTS

All resolutions put forward at shareholder meetings will be voted on by poll pursuant to the
Listing Rules and poll results will be posted on the websites of the Company and of the Stoc H
Exchange after each shareholder meeting. : -

Convening a General Meeting by Shareholders

than one-twentieth of the paid-up capital of the Company or by such shareholder(s) who made t3h
requisition (the “Requisitionist(s)”) (as the case may be) pursuant to the Companies Ordinan

registered office of the Company. Shareholders should follow the requirements and procedures a

set out in Companies Ordinance for convening a general meeting.

Putting Forward Proposals at General Meetings

Pursuant to the Companies Ordinance, shareholders representing not less than one-fortieth of f

in the Companies Ordinance for putting forward a proposal at a general meeting.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the Company, shareholders may send writte
enquiries to the Company.

Note: The Company will not normally deal with verbal or anonymous enquiries.

Contact Details

Shareholders may send their enquiries or requests as mentioned above to the following address:

24/F, Jardine House, 1 Connaught Place, Hong Kong
(For the attention of the Company Secretary)

For the avoidance of doubt, shareholder(s) must deposit and send the original duly signed writte
requisition, notice or statement, or enquiry (as the case may be) to the above address and provi
their full name, contact details and identification in order to give effect thereto. Shareholder
information may be disclosed as required by law.
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:nnual general meeting provides a forum for shareholders of the Company to raise comments
and exchange views with the Board. The Chairman and the directors are available at annual
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REPORT OF THE DIRECTORS

The Directors present their annual report and the audited financial statements of the Company anc
its subsidiaries (together, the “Group”) for FY2022.

PRINCIPAL ACTIVITIES

consisted of the operation of department stores, securities trading and the provision of general

life insurances.

BUSINESS REVIEW

A review of the business of the Group during FY2022 including a discussion of the principail. ris
and uncertainties facing the Group and an indication of likely future developments in the Grot
business are provided in the “Chairman’s Review of Operation” set out on pages 4 to 8 of
annual report. This discussion forms part of this Report of the Directors.

A discussion of the Group’s environmental policies and community involvement is contained in

Environmental, Social and Governance Report on pages 35 to 50 of this annual report.

stakeholders are discussed below:

Compliance with Laws and Regulations

The Group continues to update its compliance and risk management policies and procedures,
the senior management are delegated with continuing responsibility to monitor compliance with

significant legal and regulatory requirements. To the best knowledge of the board of Directors (tl
“Board”) and management, save as disclosed in the financial statement, the Group has complie
material respects with the relevant laws and regulations that have a significant impact on 1
business and operation of the Group during FY2022.
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REPORT OF THE DIRECTORS

t omers

' Group maintains a good relationship with its customers. It is the Group’s mission to provide
ellent customer service whilst maintaining long term profitability, business and asset growth.
ous means have been established to strengthen the communications between the customers and
e Group in the provision of excellent customer service. A customer complaint handling

hanism is in place to receive, analysis and study complaints and make recommendations on

edies with the aim of improving service quality.
-

ess challenges and regulatory requirements, which can derive cost effectiveness and foster
g term business benefits. We have developed long-standing relationships with a number of our

ESULTS
e Group’s loss for FY2022 and the Group’s financial position as at 31 December 2022 are set out
 the audited financial statements on pages 58 to 164.

\mary of the published results and of the assets, liabilities and non-controlling interests of the
up for the last five financial years is set out on pages 165 to 166 of this annual report.
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REPORT OF THE DIRECTORS

DIVIDEND
The Board does not recommend the payment of any dividend in respect of FY2022.

ANNUAL GENERAL MEETING :
The annual general meeting of the Company (“AGM”) will be held on Thursday, 8 June 2023, :.a;

e
K

Rules in due course.

CLOSURE OF REGISTER OF MEMBERS

registered. In order to be eligible to attend and vote at the AGM, all transfers accompanied by the
relevant share certificates must be lodged with the Company’s registrar Tricor Tengis Limited
17/F, Far East Finance Centre, 16 Harcourt Road, Hong Kong no later than 4:30 p.m.'i
Wednesday, 31 May 2023.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital during FY2022 are set out in note 25 to
financial statements.

There was no share option scheme effective during FY2022.

DISTRIBUTABLE RESERVES

As at 31 December 2022, the Company has no distributable reserves, calculated under Part 6 of
Hong Kong Companies Ordinance (Cap. 622) (31 December 2021: Nil). )

MAJOR CUSTOMERS AND SUPPLIERS

For FY2022, the Group’s sales to the five largest customers and purchases from the five larg >
suppliers accounted for less than 30% of the Group’s turnover and purchases, respectively.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Articles of Association, every director or other officer shall be entitl
to be indemnified out of the asset of the Company against all costs, charges, losses, expenses
liabilities (subject to and so far as may be permitted by the Companies Ordinance (Chapter 62
the Laws of Hong Kong)) which he may sustain or incur in or about the execution and discharge
his duties or in relation thereto. The Company has arranged appropriate directors” and officer
liability coverage for the directors and officers of the Group.
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It ] l1I)endent Non-Executive Directors:
YU Leung Fai

;. :Y,UAN Baoyu

CHUNG Chun Hung Simon

Ithough no Director is required under the Articles of Association or the Listing Rules to retire
) 'jc‘)ffice by rotation at the forthcoming AGM, (1) Dr. Lin Xiaohui and Mr. Yu Leung Fai will
luntarily retire from office and, being eligible, offer each of themselves for re-election as
tive Director and independent non-executive Director, respectively; while (2) Mr. Yuan Baoyu
ill voluntarily retire from office as an independent non-executive Director with effect from the
lusion of the AGM but will not, despite being eligible, offer himself for re-election.

ring FY2022, the Company has received, from each of the independent non-executive Directors,
annual confirmation of his independence pursuant to Rule 3.13 of the Rules Governing the
_ g of Securities on The Stock Exchange of Hong Kong Limited (“Listing Rules”). The Company
siders all of the independent non-executive Directors are independent.

ing FY2022, a letter of appointment setting out the terms and conditions of appointment is
vided to each Director. None of the Directors has a service contract with the Company which is
determinable by the Company within one year without payment of compensation (other than
tory compensation).

ails of the “Biographies Of The Directors And Senior Executives” are set out on pages 31 to 34
is annual report.
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DIRECTORS OF SUBSIDIARIES

and Ms. Cheng Ying.

SUBSTANTIAL SHAREHOLDERS

336 of Securities and Futures Ordinance (the “SFO”) were as follow:

Long position in the shares of the Company

Approxim
Nature of Number of % of Sha
Name Capacity interest shares in i
Manureen Holdings Limited  Interests of controlled Corporate 985,471,362
corporation (Note 1)
Realord Group Holdings Beneficial owner Corporate 985,471,362
Limited (“Realord”) (Note 1)
Note:

Xiaohui and Madam Su Jiaohua. As at 31 December 2022, Realord was the legal and beneficial ow
985,471,362 shares of the Company, representing approximately 75.00% of the issued share capitall_
Company. Realord is owned as to approximately 62.69% by Manureen Holdings Limited, each of Mada
Jiaohua and Dr. Lin Xiaohui owns 30% and 70% equity interest in Manureen Holdings Limited, which Di

Xiaohui is deemed to be interested in 985,471,362 Shares by virtue of interest of controlled corporatio
Madam Su Jiaohua is deemed to be interested in the same block of Shares as the Spouse of Dr. Lin Xiaoh
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- shares of the Company or any of its associated corporations (within the meaning of Part XV of
e SFO) and of the exercise of any such rights, as recorded in the register required to be kept by

.

by
+iial

§.317 Approximate%
Personal ~ Corporate ~ Agreement Total of shares
~ Name of Director Capacity interests interests interests interests in issue
~ Dr. Lin Xiaohui Interest of controlled Nil 985,471,362 Nil 985,471,362 75.00
! - (“Dr.Lin") corporation (Note 1) (Note 1)
Madam Su Jiaohua Spousal interest Nil 985,471,362 Nil 985,471,362 75.00
~ ("Madam Su”) (Note 2) (Note 1)

Notes:

1) As at 31 December 2022, Realord was the legal and beneficial owner of 985,471,362 shares of the

: Company. Manureen Holdings Limited was the legal and beneficial owner of approximately
62.69% of Realord. Since Dr. Lin owned 70% of the issued share capital of Manureen Holdings
Limited, he was deemed to be interested in 985,471,362 shares of the Company.

_(2) Madam Su, the spouse of Dr. Lin, was deemed to be interested in 985,471,362 shares of the
) Company which Dr. Lin was deemed to be interested under the SFO as at 31 December 2022.
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(b) Associated corporations £

As at 31 December 2022, none of the directors or chief executive of the Company had ar:1 s

Company or any other body corporates.

MATERIAL CONNECTED TRANSACTIONS

Company or any of its subsidiaries was a party during FY2022.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SHARES

There was no purchase, sale or redemption of the Company’s listed shares by the Company or an
of its subsidiaries during FY2022. '

DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

During FY2022, no Director is considered to have an interest in a business which competes o
likely to compete, either directly or indirectly, with the businesses of the Group pursuant to
Listing Rules, other than those businesses to which the Directors were appointed as Directors
represent the interest of the Company and/or the Group.
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ICIENCY OF PUBLIC FLOAT

e on information publicly available to the Company and within the knowledge of the directors,

‘he Group has made donation of HK$100,000 during FY2022 (for the period ended 31 December
HK$250,000).

UDIT COMMITTEE

Audit Committee of the Company comprises three members, namely, Mr. Yu Leung Fai
nan of the Audit Committee), Mr. Yuan Baoyu and Mr. Chung Chun Hung Simon,
pendent non-executive Directors of the Company. Regular meetings have been held by the

1dit Committee since its establishment and the Audit Committee met two times during FY2022.

ting process including interim and annual financial statements before recommending them to
?}rd for approval. The Group’s audited results for FY2022 have been reviewed by the Audit

olution for the reappointment of Grant Thornton Hong Kong Limited as auditors of the
any will be proposed at the forthcoming annual general meeting.

I BEHALF OF THE BOARD

ong, 28 March 2023
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EXECUTIVE DIRECTORS
Dr. Lin Xiaohui (AkEEfE{#H 1) (“Dr. Lin”)

has shareholding interests, and these companies are mainly engaged in real estate, electronics,
logistics and financial investment in Shenzhen. Dr. Lin is currently a member of the 14th National
Committee of the Chinese People’s Political Consultative Conference (“NCCPPCC”), a member of

People’s Political Consultative Conference (“CPPCC”), a Vice Chairman of the 8th Shenzhen
Federation of Industry & Commerce, a Chairman of the 4th Shenzhen Futian General Chamber 01]_ 4
Commerce, and was a member of the Standing Committee of the 3rd to the 5th of Shenzhen Futia 0

District Committee of the CPPCC. Dr. Lin is the spouse of Madam Su Jiaohua (ﬁiﬁﬁ}’ti‘-)
(“Madam Su”). Dr. Lin joined the Group in June 2021.

Madam Su

Shenzhen. Madam Su also served as a member of the 6th People’s Congress of Futian District,
Shenzhen City, and a member of the 6th People’s Congress of Shenzhen City. Madam Su is th
spouse of Dr. Lin.
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Dr. Yu Lai (@K +) (“Dr. Yu”)

Dr. Yu, aged 67, has been appointed as an executive Director of the Company and a member of the
Executive Committee.

Dr. Yu obtained a master degree and a doctorate degree in business management from Sun Yat-sen
Business School in July 1990 and June 2001, respectively. Dr. Yu is currently the chairman of
Realord Commercial Group Limited* (f##FiEHEEAMAH]). Dr. Yu has over 18 years of
experience in business management and has held management positions in a number of companies.
From May 2003 to May 2006, Dr. Yu worked with Guangdong Investment Limited (“GIL”, a
company listed on the main board of the Stock Exchange (stock code: 270)) in a number of positions
within the GIL group, namely (i) the director and deputy general manager of GIL; and (ii) the
chairman and director of Guangdong Teemall (holdings) Limited* (/& 5% ]38 (45 B 43 A7 PR 2 W)
From June 2006 to December 2010, Dr. Yu worked in Shenzhen CITIC Commercial Management
Co., Ltd* (YT 5 EEBLA R A F]) and served in various position, including the chairman of
Shenzhen CITIC City Plaza Investment Co., Ltd.* (I s fE i B35 R & AR A F]) and the deputy
general manager of Sino Hope (H.K.) Limited. From April 2007 to January 2008, Dr. Yu was the
deputy general manager of CITIC Shenzhen (Group) Company* (F{FEYI(E M)A F]) and from
January 2008 to December 2010, Dr. Yu was appointed as the vice president of CITIC Real Estate
Co., Ltd ("M EHiEBM A MR 2AF). Dr. Yu then worked with Horoy Holdings Limited (“HHL”)
from January 2011 to August 2013, with his last position held as the president of HHL. In
September 2013, Dr. Yu joined Guangdong JianJi Group (B{HEJE4EM) (“GJG”) and served in a
number of positions within the GJG group, namely (i) the president of the GJG group; (ii) the
general manager of Guangdong Jian]Ji Commercial Operation Management Company* (3 B3 i
R BEPAN]); and (iii) the general manager of Heyuan JianJi Performing Arts Company
Limited* (¥ J i B AL 5 2A FR 2 A]).

NON-EXECUTIVE DIRECTOR
Dr. Tai Tak Fung (&% 1) (“Dr. Tai”)

Dr. Tai, GBM, GBS, SBS, JP, Phd (honoris causa), aged 74, has been appointed as a non-executive Director of
the Company.

Dr. Tai is currently the founder, executive director and chairman of Four Seas Mercantile Holdings
Limited (Stock Code: 374) and the non-executive director of Hong Kong Food Investment Holdings
Limited (Stock Code: 60), both companies of which are listed on the Main Board of the Stock
Exchange. Dr. Tai has been awarded the Grand Bauhinia Medal, Gold Bauhinia Star, Silver
Bauhinia Star and Justice of the Peace by the Government of the Hong Kong Special Administrative
Region. He served as a member of the National Committee of the Chinese People’s Political
Consultative Conference (“CPPCC”) from 2003 to 2018, during which he was a standing committee
member of the CPPCC from 2008 to 2018. He also served as a member of the Guangdong Provincial
Committee of the CPPCC from 1998 to 2022, during which he was a standing committee member of
the Guangdong Provincial Committee of the CPPCC. Dr. Tai was awarded the Order of the Rising
Sun, Gold and Silver Rays by the Japanese Emperor in 2017 and, prior to receiving the said award,
Dr. Tai was also awarded the 30th Food Industry Distinguished Service Award of Japan and the
Award of the Ministry of Agriculture, Forestry and Fisheries of Japan for the Overseas Promotion
of Japanese Food by the Government of Japan, in recognition of his contribution towards the
promotion of Japanese food products. He is currently serving several public office, including the
president of the Hong Kong Foodstuffs Association and special advisor to China National Food
Industry Association. He had also received a number of awards including Industrialist of the Year
Award and Hong Kong Distinguished Brand Leader Award conferred respectively by the
Federation of Hong Kong Industries and the Chinese Manufacturers’ Association of Hong Kong.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Yu Leung Fai (R5EMESEAE) (“Mr. Yu”)

Mr. Yu, aged 46, has been appointed as an independent non-executive director of the Company, the
chairman of the Audit Committee and a member of the Remuneration Committee and the

Nomination Committee.

Mr. Yu is a member of the American Institute of Certified Public Accountants, Certified Practicing
Accountants of Australia and the Hong Kong Institute of Certified Public Accountants, and a
Certified Trust Practitioner of the Hong Kong Trustee Association. Mr. Yu obtained a bachelor’s
degree in commerce from University of Toronto, Canada in June 2000 and a bachelor’s degree in
law from University of London, United Kingdom in August 2005. Mr. Yu has over 22 years of
experience in corporate services field. He first started his career as an auditor of Deloitte Touche
Tohmatsu. Since 2001, Mr. Yu joined Fung, Yu & Co. CPA Limited (formerly Fung, Yu & Co.) and
is currently the company’s managing partner. Mr. Yu has also been the company secretary of
Beijing Media Corporation Limited (stock Code: 1000), Yuanda China Holdings Limited (stock
Code: 2789) and Sany Heavy Equipment International Holdings Company Limited (stock Code:
631), and the independent non-executive director of Realord (stock Code: 1196) and Dowway
Holdings Limited (stock Code: 8403) and CSMall Group Limited (stock Code: 1815), all of which
are listed companies in Hong Kong, since 2010, 2012, 2017, 2014, 2019 and 2021, respectively.

Mr. Yuan Baoyu G # E5E4E) (“Mr. Yuan”)

Mr. Yuan, aged 72, has been appointed as an independent non-executive director of the Company,
the chairman of the Remuneration Committee and a member of the Audit Committee and the

Nomination Committee.

Mr. Yuan obtained a bachelor degree in administrative management from Guangdong Social
Science University in December 1990. Mr. Yuan served in the Shenzhen Local Taxation Bureau and
Shenzhen Municipal Office of the State Administration of Taxation (the “SMOSAT”) for 25 years. In
May 1984, he first served as the deputy chief of the fourth branch of the Shenzhen Local Taxation
Bureau. Mr. Yuan was subsequently transferred to the Shekou Branch of the Shenzhen Local
Taxation Bureau* ((RYI i Bi%5 /5 1143 J7) and was appointed as the director of the second division
of the Taxation Office in August 1985 and the chief of the second management section in March
1989. From September 1994 to September 1995, Mr. Yuan was appointed as the deputy director of
the Shatoujiao Branch of the Shenzhen Local Taxation Bureau* (iKY T Bi# J7 ¥ B M 43 7). Mr. Yuan
then served as the deputy director and director of the Luohu Branch of the SMOSAT* (¥ i 5K
BB R W43 ) in September 1995. In March 2000, he was appointed as the director and the
secretary of the party committee of the Bao’an Branch of the SMOSAT* (¥RINTii B % i [0 X BEH ) ).
In December 2005 and September 2008, Mr. Yuan was further appointed as the director of the
import and export tax management office of the SMOSAT* (¥RYI i [ Bt Jay #E Hh F B4 BiljiE ) and the
deputy inspector of the SMOSAT, respectively.
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t ’r Chung Chun Hung Simon (###E5EE) (“Mr. Chung”)

Mr. Chung, aged 51, has been appointed as an independent non-executive director of the Company,
- the chairman of the Nomination Committee and a member of the Audit Committee and the
A 0 d
Remuneration Committee.

. Chung obtained a bachelor degree in mathematics from the University of Waterloo, Canada in
L

ay 1993 and a master degree of science in investment management from The Hong Kong
( niversity of Science and Technology in November 2001. Mr. Chung was a licensed person

caling in securities and futures contracts. From June 2005 to May 2017, Mr. Chung was the
vestment representative of KGI Hong Kong Limited (a company principally engaged in the

ance Association) since January 2016 and has been the honorary president of the CityU
' dustrial and Business Leaders Circle.

~ manager at Realord Group Holdings Limited (Stock Code: 1196), the controlling shareholder of the
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GOVERNANCE REPORT

The Sincere Company, Limited (the “Company”) and its subsidiaries (collectively the “Group”) s

t

strive continuously to incorporate sustainability initiatives into their daily operations and

4L

This report has complied with the “comply or explain” provisions set out in the ”Environnﬂerf_t?i '
Social and Governance Reporting Guide” under Appendix 27 of the Rules Governing the Lisfing'?
Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (collectively i
“Listing Rules”). The reporting period is from 1 January 2022 to 31 December 2022 (“the Periodz"i
The reporting boundary is limited to retail and office operation in Hong Kong unless othe
specified. Disclosed content of the report has been reviewed by the board of directors of t
Company (the “Board”).

The Company endeavours to provide a balanced, honest and transparent account of i =“

performance.

REPORTING PRINCIPLES

The Company have taken the following reporting principles into account in development of this
ESG report:

Materiality

The Company regularly engages its stakeholders to better understand their concerns relating
sustainability issues that affect them. The Company also makes regular reference to our peers ar

Group.

Quantitative

For the quantitative information, the Company reports on, and it provides explanation on ho
collects and analyses relevant data in appropriate circumstances. Notes are added to suppleme
the standards, calculation methodologies, assumptions or conversion factors used for calculatio
of environmental key performance indicators. Besides, disclosure on comparative data alloy

stakeholders to make analysis based on its performance.
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as 'ci:on the principle of materiality, this report focuses on the environmental and social impacts
of o ur operations and sales activities. The materiality assessment is the exercise through which the
Cor pany identifies issues of importance to the Company from a sustainability perspective and to
ritise those which are considered material. This report identified the following material ESG

ES ;r}\spects Material ESG issues

° Al Emissions Air Emissions
“ Waste Management and Reduction
- A2 Use of Resources Energy Conservation

- A3 The Environmental and Natural Resources Impacts to Natural Resources

- Bl Employment Employment Practices
Equal Opportunity
B2 Health and Safety Workplace Health and Safety
B3 Development and Training Staff Training
: B4 Labour Standards Prohibition against Child and Forced
B5 Supply Chain Management Labour Sustainable Supply Chain
- B6 Product Responsibility Data Privacy
B7 Anti-corruption Anti-corruption
B8 Community Investment Supporting the Community

ARD INVOLVEMENT AND GOVERNANCE

Board is responsible for overseeing long-term sustainable development for all operating
panies under the Group. Information and management on sustainability risks and performance
ported to the Board.
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The ESG working group meets at least once a year to exchange information and best practices, with
a view to developing specific policy recommendations, improving efficiency, manage
climate-related risk, reducing costs and engaging staff in sustainable development. The ESG
working group is delegated responsibility by the Board for executing our corporate ESG
management approach, strategy and initiatives, including material ESG-related issues. It assists the
Board in examining and reviewing the Group’s ESG performance against the Group’s ESG-related
goals and targets, including environmental, labour practices and other ESG aspects. In turn, the
direct reports in the Company have functional responsibility for carrying out sustainable business

practice in specific areas, collecting and monitoring of ESG related data.

The Group has developed its own corporate governance code (the “CG Code”) according to the
principles as set out in the Corporate Governance Code and Corporate Governance Report
contained in Appendix 14 to the Listing Rules. The CG code sets out the corporate governance
principles applied by the Group and is constantly reviewed to ensure transparency, accountability

and independence. For details, please refer to the “Corporate Governance Report” section.

STAKEHOLDER ENGAGEMENT

As a responsible business, we have the responsibility to build a thriving future where we can create
long-term value for our stakeholders. The stakeholders of the Company include shareholders,
investors, customers, employees, business partners, suppliers, regulators, industry practitioners,

charity groups and non-governmental parties etc.

To determine the direction of the Group’s long-term development and maintain close relationships
with our stakeholders, the Company engaged our stakeholders through constructive
communications including meetings, interviews, direct phone calls, mails and staff performance

appraisal interviews.

A. ENVIRONMENTAL

The Company is committed to the long term sustainability of the environment and
communities in which we operate. To the best knowledge, the Company has not identified
any material non-compliance with relevant laws and regulations regarding environmental
issues, including the Product Eco-responsibility Ordinance (Chapter 603 of the Laws of Hong
Kong), during the Period. During the Period, the Company measured and managed its

environmental performance in several aspects throughout its operations.

Al1. Emissions
i. Air Emissions

Air pollution has become one of the major critical problems in cities. We reckon
that every company should take its responsibility to tackle this problem. To
mitigate air pollution, we have been taking considerable measures to control our

emissions.
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To evaluate the air emissions, the Company assessed the fuel consumption based
on the distribution network within Hong Kong. The Company owns its fleet used
to deliver the goods. Based on the current delivery model, the Company
consistently reviews its operation to optimise the efficiency of the logistic
network to remain economically competitive and environmentally sustainable,
for example, reducing the number of miles driven and hours spent. Optimising
the efficiency of the distribution network and continuous communicating with
the Company’s logistics manager lead the Company to stay economically
competitive and environmentally sustainable. The Company remains committed
to improving the fuel efficiency, optimise transportation network and track

emission reduction.
In addition, the Company has implemented the following measures:

= Regular maintenance and cleaning of vehicles
= Green driving practices (e.g. no idling engine)

As a result, the Company emitted 41 g of sulphur oxides (SOx) (Period from
1 March 2021 to 31 December 2021: 57 g), 9,891 g of nitrogen oxides (NOx)
(Period from 1 March 2021 to 31 December 2021: 35,644 g), and 947 g of
particulate matter (PM) (Period from 1 March 2021 to 31 December 2021: 3,522 g)
during the Period, which mainly came from emissions from its own fleet.

Waste Management and Reduction

The Company works diligently in reducing our waste produced from operations
by sorting of waste, and to re-use materials wherever possible. It recognises the
importance of waste reduction and waste separation at source for recycling. The
Company has put continuous efforts to implement various waste management

initiatives among our operation boundaries.

The Company advocates the use of electronic means to replace paper for
communication. The Company has also promoted the reuse of paper for printing
informal documents and returned the used toner cartridges to a third party for
recycling regularly.
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hazardous and non-hazardous waste at the same level next year. To achieve th

. . . . . 1l
we will continue to implement various waste reduction measures as follows:

- Affix reminder at collection point(s) and prominent area(s) in the offi
encourage waste recycling o )

- Affix reminders in printers and photocopiers to remind staff of sa
paper

- Apply electronic functions to reduce photocopying and prin
publications 5

- Buy electrical & electronic equipment and batteries only when necessary

- Double-sided printing ._

- Electrical & electronic products and batteries were well maintained
prolong life span

- Print only when necessary and print in black & white

- Reduce box files consumption by reusing old box files or appl
electronic means for filing

- Reduce paper towel consumption by use of hand dryers

- Reduce the frequency of replacing rubbish bags

- Repair broken items to avoid waste disposal as far as possible

- Reuse furniture when moving or renovation :

- Reuse materials for decorating festive events (e.g. Christmas and Chine
New Year, etc.) R °

- Reuse old envelopes

- Reuse single-sided printed paper

- Reuse stationeries, e.g. paper clips, folders, binders, envelopes

- Use refillable containers for cleaning products _,

- Use re-useable containers, dishes, cups and coffee filters in the 'p
wherever possible '

Amounts of waste collected for recycling by weight are shown in following t

Year ended 202
31 December 31 Decen

Waste collected for recycling Unit 2022
Paper Recycling kg 1,322.24 7
Toner Recycling kg 185.98
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iii. Greenhouse Gas Emissions

The Company is committed to managing our environmental footprint responsibly
and it leverages its resources and engage our people to make a difference along
our operations. To cut down the Company’s greenhouse gas emissions (“GHG”),
the Company has implemented energy and resources saving measures (see “A2
Use Resources — Energy Conservation” below). During the Period, the Company
has achieved its target of maintaining the GHG emissions level as last year. For
the coming year, the Company has established emission target as to maintain the
GHG emission at the same level. To achieve that, we will continue to implement
energy and saving measures (see “A2 Use of Resources — Electricity
Management” below).

Use of Resources
Energy Conservation

The impact of global climate change is a challenge that businesses and organisations
around the world must face and address. The Company is committed to minimising the
adverse impact that its operations may have on the environment. Using energy
efficiently will help us conserve resources and tackle climate change. As the reporting
period has changed from 10 months to 12 months, the year-to-year comparison on the
energy consumption level may not be meaningful during the Period. The Company has
established energy use efficiency target as to maintain the energy consumption at the
same level next year. To achieve that, we will continue to implement energy and saving

measures (see “A2 Use of Resources — Electricity Management” below).

Electricity Management

The Company promotes green lighting in the workplace to reduce the usage of
electricity. This involves installing energy-saving lights and using energy-saving light
bulbs in our office and stores facilities. The Company also encourages the Company’s
employees to switch off the lights in the areas of the workplace that are not being used.

Energy consumption accounts for a major part of its GHG emissions. To reduce our

carbon footprint, we have implemented the following measures:

- Affix reminder to remind staff of switching the office equipment into standby
mode in the office after use of office equipment (e.g. photocopiers, printer, etc.)

= Follow the maintenance schedules of appliances as recommended in the
instruction manual of the related appliance

= Power off electronic and electrical appliances after office hours

- Regular maintenance and cleaning of equipment

- Switch-off unnecessary wireless connection

= Unwanted materials & thick ice were regularly cleared & defrosted from
refrigerator
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Period.

GHG Emissions

1%

99%

M Scope 1 - Direct Emission

I Scope 2 Energy Indirect Emission

1
imen
d e a
*

il

L

'L
L 3
-
-

1 Ma
Year ended 2021
31 December 31 Decen

GHG Emissions’ Unit 2022
Total Scope 1 Emissions tCO,e 7.02
Total Scope 2 Emissions tCO,e 747.27 1,228
Total Scope 3 Emissions tCO,e = '
Total GHG Emissions tCO,e 754.29 1,245.
Total GHG Emissions/Employee tCO,e/employee 4.69 _,

Note:

GHG emissions data is presented in terms of carbon dioxide equivalent and based
including but not limited to, How to prepare an ESG Report — Appendix II: Repo
Guidance on Environmental KPIs issued by the Stock Exchange, The Greenhouse
Protocol: A Corporate Accounting and Reporting Standards issued by the W
Resources Institute and the World Business Council for Sustainable Developmen
emission factors of operational regions.

The Sincere Company Limited @ Annual Report 2022



ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

Period from

1 March

Year ended 2021 to

31 December 31 December

Energy Consumption Unit 2022 2021
Diesel Consumption kWh 26,585.77 26,835.15
Petrol Consumption kWh 678.59 10,657.97
Electricity Consumption kWh 1,793,939.00 1,755,070.00
Total Energy Consumption kWh 1,821,203.35 1,792,563.12
Total Energy Consumption/Employee ~ kWh/employee 11,311.82 9,053.35

. The Environmental and Natural Resources

- While benefiting from the natural environment and resources, the Company should
bear the responsibilities and fulfil the obligations of protecting them and making
appropriate use. The Company has taken considerable efforts to minimise the impact
generated from our business operations to our natural environment. As a retail
business, the Company promotes eco-friendly shopping to the Company’s customers.
The Company strictly follows the Product Eco-responsibility Ordinance (Chapter 603 of
the Laws of Hong Kong) and charge HK$1 for each shopping bag provided to
consumers.
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Reducing the packaging material brings both the environmental and economic bene
The Company is dedicated to optimise the design of the packaging such that it

environmental performance. The following tables show the figures of mat;e:* !

consumption in our business operations:

Period fr
1 March
Year ended 2021 to
31 December 31 December
Material Consumption Unit 2022 20
Carton Box Consumption pieces 225
Plastic Bag Consumption pieces 83,100 91,30

Climate Change

The Company recognises the importance of the identification and mitigation

significant climate-related issues, therefore, the Company is committed to mana

different risks including climate-related risks. The Board meets regularly a:
cooperates closely with key management to identify and evaluates climate-related ris
and to formulate strategies to manage the identified risks. g

For physical risk, the increased frequency and severity of extreme weather such
typhoons, storms and heavy rains can disrupt the Group’s operations by damaging t
power grid, and department stores, and delays goods delivery from suppliers as
as to customers. To minimise the potential risks and hazards, the Company regula:
maintains its facilities so as to make sure the damages by extreme weather events
minimized. The Company has also established adverse weather guidance to protect ot
staff and our contractors. The Company will continuously review the potential im
of climate change on our business annually and implement corresponding measure

reduce any potential risks.
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'SOCIAL

The Company realises the importance of compliance with regulatory requirements and risk

of non-compliance with the laws and regulations regarding social issues. This includes but

not limited to the Employment Ordinance (Chapter 57 of the Laws of Hong Kong),

anti-discrimination ordinances implemented by The Equal Opportunities Commission. As

same as disclosed in this annual report, the Company has not identified any other material

‘non-compliance with the relevant laws and regulations that have a significant impact on the

business and operation of the Company during the Period.

B1.

Employment and Labour Practices
Employment

As key enablers in achieving its economic, environmental and social objectives, the
Company’s staff is among our most valuable assets. The Company believes that
creating a workplace that offers a strong sense of belonging may inspire our employees
to champion our core values. The Company strives to create an environment where

every employee can develop their full potential and work happily.

Employment Practices and Equal Opportunity

The Company recognises that employees are key contributors toward our success. The
Company aims to create a harmonious working environment for its employees through
competitive remuneration packages that are structured to be commensurate with
individual responsibilities, qualification, experience and performance. The Company
believes in equal opportunities and diversity in terms of age, sex, nationality, disability
and religion. Any discrimination on race, gender, religion, national origin, physical or
mental disability, age, sexual orientation and gender identity are strictly prohibited
during the employment process and in workplace. Employees are encouraged to report
discriminatory practices to the management. An internal performance management
system is used to objectively review employees’ performance. Observations and
evaluations of employee’s work behaviour and accomplishments form the basis for
decision making within the reward system.

The Company has not identified any material non-compliance to employment laws and
regulations during the Period.

The Group employs 161 staff in total as of 31 December 2022.
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Year ended
31 December

2022

Hong Kong and Mainland China 161
(a) Breakdown by gender

Employees — Female 107

Employees — Male 54
(b) Breakdown by age group

Employees Age < 30 10

Employees Age 30 — 50 55

Employees Age > 50 96
(c) Breakdown by employment type

Employees — Part-time 26

Employees — Full-time 135

Employee turnover rate by gender, age group and geographical region:

Year ended
31 December

2022
Hong Kong and Mainland China 39.75%
(a) Breakdown by gender
Employees — Female 42.99%
Employees — Male 33.33%
(b) Breakdown by age group
Employees Age < 30 60.00%
Employees Age 30 — 50 47.27%
Employees Age > 50 33.33%

The Sincere Company Limited @ Annual Report 2022




B2.

B3.

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

Health and Safety

The Company values the safety and well-being of staff. The Company strives to
provide its employees with a safe working environment under the requirement of the
Occupational Safety and Health Ordinance (Chapter 509 of the Laws of Hong Kong).
The Company’s employees are provided with occupational safety education and
training to enhance their safety awareness. The Company also provides subsidised

medical care and life insurances to employees.

To provide a safe working environment for all, the Company has implemented the

following measures:

— Conduct regular inspections of all parts of the Company’s premises
= Conduct annual fire drills for employees to practice evacuation procedures of

department stores and offices in the event of a fire or other emergencies

The Company has not identified any work-related fatality over the past 3 years and
material non-compliance case of health and safety laws and regulations during the
Period.

In view of the COVID-19 pandemic, the Group has implemented certain workplace
health and safety measures to prevent our staff members and customers from being
infected. To comply with the Prevention and Control of Disease Ordinance (Chapter
599 of the Laws of Hong Kong), the Company has requested its staff members to wear
masks in workplace and retail outlets. Policies on flexible working hours and
work-from-home were adopted for office operations to safeguard the health and safety
of its employees. Personal protective equipment was offered to staff to avoid infection.
Non-essential business travel was prohibited. As the COVID-19 pandemic is gradually
under control, operations were resumed in an orderly manner in accordance to

government regulations.

Development and Training

To enable the Company’s talents to develop themselves to their fullest potential and to
provide them with the essential skill sets to deliver the best, a comprehensive
development plan has been established.

The Company encourages personal development of staff. The Company provides
structured training programmes in the form of workshops, seminars and on-the-job
coaching for our staff with regard to their positions, job responsibilities and experience,
and provides subsidy to support appropriate external professional training. During the
Period, the total staff training hours were 10 hours (Period from 1 March 2021 to 31
December 2021: 12.5). The small amount of staff trained and low training hours were
due to the social distancing policies imposed as a result of the COVID-19 pandemic
during the Period.
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Statistic of training by gender and employment category:

Percentage of employees trained by
gender and employment category

Percentage trained by gender
Female
Male

Percentage trained by employment
category

Senior

Middle level

General

Average training hours completed
per employee by gender and
employment category

Average training hours per employee
by gender

Female

Male

Average training hours per employee
by employment category

Senior

Middle level

General
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Unit

%
%

Y
Y%
%

Unit

Hours
Hours

Hours
Hours
Hours

Year ended
31 December
2022

7.48
3.70

10.00
18.75
4.44

Year ended
31 December
2022

4.56
4.00

4.00
2.50
5.50
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Labour Standard

The Company strictly complies with the Employment Ordinance (Chapter 57 of the
Laws of Hong Kong) and prohibits the use of child labour and forced or compulsory
labour at all its units and suppliers. No employee is made to work against his/her will
or work as forced labour, or subject to corporal punishment or coercion of any type
related to work. Identification check is needed during hiring process to ensure the
employee reaches legal minimum age for working. Save as disclosed in this annual
report, the Group has not identified any other material non-compliance in relation to
child or forced labour-related laws and regulations.

The Group has zero-tolerance to employment of child labour and forced labour within
the Company’s supply chain. The Group has not identified any non-compliance in
relation to child or forced labour-related laws and regulations. If suppliers are found to
have any employment of child labour and forced labour, immediate cessation of

business would be conducted.

Supply Chain Management

The Company is aware of the social and environmental risks of our supply chain. To
foster long term business benefits, the Company maintains sound relationships with its
key suppliers to meet business challenges and regulatory requirements. With
long-standing relationships with a number of suppliers, the Company also shares the
its commitment to quality and business ethics to them.

The Company’s business partners are expected to strive for efficiency and full
compliance within their operations in terms of environmental and social risks. These
policies come up to an open, equitable and ethical purchasing process for all parties by
offering equal opportunities to the Company’s suppliers and contractors from various
geographical locations. Supplier assessments are required to access the environmental
and social performance of the potential suppliers and contractors, and regular

assessments on active suppliers are in place.

The Company believes a sustainable supply chain reduces risks in our operation and
creates opportunity to our business. The Company places high importance on
purchasing eco-friendly materials for daily operations, supporting suppliers that are
committed to source sustainable raw materials. During suppliers selection, the

Company considered the quality and price of the suppliers.
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During the Period, the breakdown of suppliers are as follows:
Number of Suppliers by Geographical Region

Asia & others
Europe

Hong Kong
N.&S. America

Product Responsibility

As a responsible company, the Company is fully aware of the importance to comg y

The Company did not receive any products related complaints nor service related

handled by designated staff to confirm the case details of every complaints, and
for areas of improvement to prevent recurring complaints. \

Laws of Hong Kong), the Company requires in our terms of employment s |
adherence to the Company’s data privacy and confidentiality policies.

The Company aims to ensure high quality standards for products we offer.
Company constantly communicates with its customers to ensure our products are
standards. Communication and feedback channels are created for quality assura

and recall procedures.
The Company takes appropriate action to protect intellectual property rights, v
gives the business competitive edge. A specific department is responsible for

registration of the Company’s self-created trademarks and patents.

The Company has not identified any material non-compliance with product and ser
quality laws and regulations during the Period.
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Anti-corruption

The Company is committed to adhering to the regulatory requirements and highest
ethical standards, maintaining a corporate culture of integrity and justice for
preventing, detecting and reporting all types of fraud, including corruption. This
includes but not limited to the Prevention of Bribery Ordinance (Chapter 201 of the
Laws of Hong Kong). The Company’s employees are expected to carry out their work
in a responsible and honest manner. All staff must avoid receiving any money or
in-kind donation or gifts from either clients or any third parties.

To demonstrate our commitment to the highest standards of openness, accountability
and probity, the Company has established a written whistle-blowing policy and
reporting procedures under which any suspected misconduct or malpractice can be
directly reported to our independent directors.

The Company also offers anti-corruption training to directors and staffs. The training
covers elements of the Prevention of Bribery Ordinance (Chapter 201 of the Laws of
Hong Kong), as well as the company’s whistle-blowing policy and reporting
procedures.

The Company did not observe nor receive any legal cases regarding corrupt practices,
bribery, conflicts of interest, extortion, fraud, money laundering brought against the
Company or its employees during the Period.

Community Investment

The Company pursues sustainable development of our community by assessing and
managing the social impact of its operations on the marketplace and by supporting
initiatives that create effective and lasting benefits to communities in its operating
boundaries.

Supporting the Community

To contribute towards the promotion of harmony and stability of the society, the
Company communicates with non-government entities and charities to understand the
needs of the community, participate in community events and make donations to
causes that help those who are in need. In addition, the Company has a total donations
of HK$100,000 to the cultural, environmental and health sectors.

Our effort and support to the community has been well recognised. In March 2022, the
Company was awarded as “Caring Company” by The Hong Kong Council of Social

Service.
In the future, the Company will engage in more meaningful charity campaigns to

support a wide range of charitable activities covering social welfare services and
assistance to the needy in Hong Kong.

The Sincere Company Limited @ Annual Report 2022



INDEPENDENT AUDITOR’S REPORT

a Grant Thornton
2 [5]

To the members of
The Sincere Company, Limited
(incorporated in Hong Kong with limited liability)

OPINION

We have audited the consolidated financial statements of The Sincere Company, Limited (the
“Company”) and its subsidiaries (together, the “Group”) set out on pages 58 to 164, which
comprise the consolidated statement of financial position as at 31 December 2022, and the
consolidated income statement, 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 31 December 2022, and of its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) and have been properly prepared in compliance with the

Companies Ordinance.

BASIS FOR OPINION

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

provide a basis for our opinion.

MATERIAL UNCERTAINTY RELATED TO GOING CONCERN

We draw attention to note 2.1 to the consolidated financial statements, which describes the
principal conditions that raise doubt about the Group’s ability to continue as a going concern.
These events or conditions indicate that a material uncertainty exists that may cast significant
doubt on the Group’s ability to continue as a going concern. Our opinion is not modified in respect

of this matter.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, 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.

Key audit matter

How the matter was addressed in our audit

Expected credit loss (“ECL”) of gift receivable from Win Dynamic Limited (“Win Dynamic”)

We identified the ECL of gift receivable from
Win Dynamic as a key audit matter due to the
significance of the balance to the consolidated
financial statements and the involvement of
subjective judgment and management estimates
in determining the ECL of gift receivable from
Win Dynamic.

As disclosed in notes 14 and 36 to the
consolidated financial statements, the carrying
amount of gift receivable from Win Dynamic
amounted to HK$174,401,000, net of ECL
allowance of HK$1,027,000 as at 31 December
2022.

Management assessed the ECL of gift receivable
from Win Dynamic with assistance from an
independent qualified professional legal counsel
(“Lawyer”) and an independent qualified
professional valuer (“Valuer”). As set out in note
3 to the consolidated financial statements,
management considers that such ECL allowance
is based on the legal advices and determined by
the basis of various assumptions, which includes
forward-looking scenarios and their likelihoods,
counterparty’s credit rating and probability of
default and recovery rate.

As a result of the Group’s ECL assessment, ECL
allowance of gift receivable from Win Dynamic
amounted to HK$582,000 was recognised in the
current year.

Our procedures in relation to the ECL of gift
receivable from Win Dynamic included the
following:

o obtained an understanding of the progress
of the relevant litigation from
management;

o obtained an understanding of the process

over management’s ECL assessment and
how management estimates the ECL
allowance of gift receivable from Win
Dynamic;

o evaluated the competence, capability and
objectivity of the Lawyer and the Valuer;

o obtained the legal opinion and discussed
with the Lawyer regarding management’s
basis and judgment in the ECL
assessment, including the recoverability
of gift receivable from Win Dynamic and
the probability of timing of legal process;

o assessed the reasonableness of
management’s basis and judgment in the
ECL assessment of gift receivable from
Win Dynamic;

J obtained an understanding from the
Valuer about the valuation methodology
and key assumptions used in the
valuation; and

o assessed the reasonableness of valuation
methodology and key assumptions used
in the valuation, including management’s
forward-looking scenarios and their
likelihoods, counterparty’s credit rating
and probability of default and recovery
rate, and discount rate.
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KEY AUDIT MATTERS (Continued)

Key audit matter

How the matter was addressed in our audit

Fair value measurement of leasehold land and owned buildings

We identified the fair value measurement of
leasehold land and owned buildings as a key
audit matter due to the significance of the
balances to the consolidated financial
statements, combined with management
judgment associated with determining the fair
values at the end of the reporting period.

As at 31 December 2022, the Group has
leasehold land of HK$159,281,000 under
right-of-use assets and buildings of
HK$21,719,000 under owned assets included in
property, plant and equipment (collectively the
“Properties”), which were measured at fair

values.

The measurement of the fair values of the
Properties requires management’s significant
judgment and estimates. Management
appointed a Valuer to assist in the valuations of
the Properties and determined the fair values
with reference to the valuations carried out by
the Valuer.

As disclosed in note 12 to the consolidated
financial statements, deficit on revaluation of
leasehold land and owned buildings amounted
to HK$1,475,000 was recognised in other

comprehensive income for the current year.

Details of the significant accounting judgments
and estimates and disclosures of the fair values
of the Properties are included in notes 3 and 12
to the consolidated financial statements.

Our procedures in relation to the fair value
measurement of leasehold land and owned
buildings included the following:

o evaluated the competence, capability and
objectivity of the Valuer;

o obtained an understanding from the
Valuer about the valuation methodologies,
significant unobservable inputs and critical
judgment on key inputs and data used in
the valuations;

o assessed the reasonableness of valuation
methodologies used by the Valuer with
the assistance from our valuation experts;

o assessed the reasonableness of significant
unobservable inputs used by the Valuer
with the assistance from our valuation
experts by comparing them to publicly
available information of similar
comparable properties; and

o evaluated the reasonableness of adjusting
factors on the conditions and locations of
the properties made by the Valuer with
the assistance from our valuation experts
by comparing them with historical
adjusting factors applied, comparability
and other market factors for similar

properties.
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KEY AUDIT MATTERS (Continued)

Key audit matter

Impairment assessment of right-of-use assets

We identified the impairment assessment of
right-of-use assets as a key audit matter due to
the significance of the balance to the
consolidated financial statements and the
involvement of subjective judgment and
management estimates in evaluating the
recoverable amount of the Group’s right-of-use
assets at the end of the reporting period.

As at 31 December 2022, the net carrying
amount of the Group’s buildings under
right-of-use assets amounted to HK$36,478,000.

Management has conducted an assessment of
impairment for such right-of-use assets of the
Group to determine whether the carrying
amount of the right-of-use assets is higher than
the recoverable amount. The recoverable
amount is determined based on the higher of
value in use and fair value less costs of
disposal.

The value in use is calculated from cash flow
projections by using data from the Group’s
internal forecasts and as such relies upon
management assumptions, such as the estimates
of future performance, corporate expense
allocation and discount rate. The fair value less
costs of disposal of the right-of-use assets,
reflected the market valuations of the Group’s
leases less any costs to transform or restoration.
Fair values were determined based on
valuations performed by the Valuers.

As a result of the Group’s impairment
assessment, no impairment of right-of-use assets
was recognised in the current year.

The significant accounting judgments and
estimates and disclosures of the impairment
assessment of right-of-use assets are included in
notes 3 and 12 to the consolidated financial
statements.

How the matter was addressed in our audit

Our procedures in relation to the impairment
assessment of right-of-use assets included the
following:

o evaluated the reasonableness of
management judgments in determining the
cash-generating units (“CGUs”) of the
business, which the Group has determined
to be the individual stores for the purpose
of impairment assessment;

o regarding management’s value in use
calculation, obtained an understanding
from management about the methodology
and key assumptions used in its
preparation of the discounted cash flow
projections; assessed the reasonableness of
methodology used by management in its
preparation of the discounted cash flow
projections with reference to the
requirements of the prevailing accounting
standard; and assessed the reasonableness
of key assumptions used by management in
the discounted cash flow projections of each
CGU such as the expected growth rate by
making reference to the historical results
and the discount rate by comparing with
the relevant industry’s weighted average
cost of capital; and

J regarding the fair value less costs of
disposal of the right-of-use assets,
evaluated the competence, capability and
objectivity of the Valuers; obtained an
understanding from the Valuers about the
valuation methodologies and key
assumptions used in the valuations;
assessed the reasonableness of valuation
methodologies used by the Valuers with the
assistance from our valuation experts; and
assessed the reasonableness of key
assumptions used by the Valuers with the
assistance from our valuation experts by
comparing them to publicly available
information.
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OTHER INFORMATION

The directors of the Company are responsible for the other information. The other information
comprises all the information in the 2022 annual report of the Company, 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 THE DIRECTORS 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 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 of the Company are responsible
for assessing the Group’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the directors of the
Company either intend to liquidate the Group or to cease operations, or have no realistic

alternative but to do so.

The directors of the Company assisted by the Audit Committee are responsible for overseeing the

Group’s financial reporting process.

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

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report our opinion solely to you, as a body,
in accordance with section 405 of the Companies Ordinance, 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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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

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 judgment and maintain

professional skepticism throughout the audit. We also:

J 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.

o evaluate the appropriateness of accounting policies used and the reasonableness of

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

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

events or conditions may cause the Group to cease to continue as a going concern.

. evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements

represent the underlying transactions and events in a manner that achieves fair presentation.

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

audit. We remain solely responsible for our audit opinion.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDAT';
FINANCIAL STATEMENTS (Continued)

and timing of the audit and significant audit findings, including any significant deficiencies

internal control that we identify during our audit.

matters that may reasonably be thought to bear on our independence, and where applica
actions taken to eliminate threats or safeguards applied. '

such communication.

Grant Thornton Hong Kong Limited
Certified Public Accountants

11th Floor,

Lee Garden Two

28 Yun Ping Road

Causeway Bay

Hong Kong SAR

28 March 2023

Lam Wai Ping
Practising Certificate No.: P07826
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CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2022

Period from

1 March
Year ended 2021 to
31 December 31 December
2022 2021
Notes HK$000 HK$000
nue 5(a) 146,516 140,060
sales 7 (64,575) (65,908)
r Lilhcome and gains, net 5(b) 18,811 12,695
u realised loss on securities trading (1,319) (3,791)
o ;énd distribution expenses (80,728) (80,266)
al and administrative expenses (53,165) (49,285)
°r operating expenses, net - (4,860)
e costs 6 (27,768) (25,719)
fore income tax 7 (62,228) (77,074)
-tax expense 8 (23) (15)
r the year/period (62,251) (77,089)
ibutable to
uity holders of the Company (59,038) (75,880)
n-controlling interests (3,213) (1,209)
(62,251) (77,089)
r share attributable to equity holders of the
pany
d diluted 10 HK$(0.04) HK$(0.06)
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For the year ended 31 December 2022

Year ended

2022
Notes HKS$'000 HKS$
Loss for the year/period (62,251)
Other comprehensive (loss)/income
Item that may be reclassified subsequently to the consolidated
income statement: :
Exchange differences arising on translation of foreign '
operations (62)
Items that will not be reclassified subsequently to the
consolidated income statement:
Actuarial gains on a defined benefit plan 24(e) 276
(Deficit) /Surplus on revaluation of leasehold land and
owned buildings 12 (1,475)
Changes in fair value of equity investments
at fair value through other comprehensive income
(“FVTOCI”) 31 234
Changes in fair value of asset classified as held for sale 31 970
5
Total comprehensive loss for the year/period (62,308)
Attributable to:
Equity holders of the Company (59,861)
Non-controlling interests (2,447)
(62,308)
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As at 31 December 2022

NSOLIDATED STATEMENT OF FINANCIAL POSITION

As at As at
31 December 31 December
2022 2021
Notes HK$’000 HK$’000
SETS AND LIABILITIES
Non-current assets
operty, plant and equipment 12 218,734 263,991
Juity investments at FVTOCI 13 4,041 3,807
s .“Fo ayments, deposits, other receivables and other assets 14 187,588 172,058
ension scheme assets 24 23,160 23,101
433,523 462,957
L rent assets
entories 15 29,373 34,401
ayments, deposits, other receivables and other assets 14 33,771 27,466
inancial assets at fair value through profit or loss
(“FVTPL") 16 3,563 5,741
Ple ged bank balances and deposits 23(a) 84,276 102,153
ash and bank balances 17 98,188 54,092
- 249,171 223,853
set classified as held for sale 18 - 26,646
249,171 250,499
rrent liabilities
reditors 19 27,843 35,557
ase liabilities 20 28,718 54,859
rance contracts liabilities 21 1,154 1,174
sits, accrued expenses and other payables 22 26,726 32,053
act liabilities 5(a) 1,321 2,119
k borrowings 23(a) 140,979 144,508
er loans 23(b) 2,247 2,203
from a fellow subsidiary 23(c) - 104,000
from immediate holding company 23(d) 73,263 55,000
from a related company 23(e) 187,000 =
p'ayable 17 _
489,268 431,473
urrent liabilities (240,097) (180,974)
assets less current liabilities 193,426 281,983
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CONSOLIDATED STATEMENT OF FINANCIAL POSIT:I_!'

As at 31 December 2022

As at By
31 December 31 Dece mb.
2022 .
Notes HK$’000 -HK$
Non-current liabilities
Deposits, accrued expenses and other payables 22 7,120
Other loans 23(b) 548
Lease liabilities 20 10,839
18,507
Net assets 174,919
.,
EQUITY =
Equity attributable to equity holders of the Company
Share capital 25 469,977 .
Deficits 26 (340,989) (28
128,988 s
Non-controlling interests 45,931 -
Total equity 174,919
!_ E
Lin Xiaohui Su Jiaohua
Director Director
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I
INSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2022
Attributable to equity holders of the Company
(Deficits)/Reserves
General Asset  Investment Total Non-
Share Treasury ~ andother  revaluation  revaluation ~Accumulated  (deficits)/  controlling Total
capital shares reserves’ Teserve reserve losses Teserves interests equity
HK$000 HK'000 HKS'000 HK$/000 HKS/000 HKS'000 HK$/000 HKS'000 HKS000
(note 25) (note 25)
rch 2021 w9 0n) 86 159,121 009)  (U%R) (@79 31,38 28405
period - - - - - (75,880) (75,880) (1,209) (77,089)
ehensive (loss)incoe for the period:
ifferences arising on translation
gn operations - - (215) - - - (215) 215 -
gains on a defined benefit plan
) - - - - - 4507 4507 17 454
rplus on revaluation of leasehold land
d owned buildings (note 12) = = = 2,686 = = 2,686 - 2,686
hanges infai value of equity investments
tFVIOCI (note 31) = = = = 6,216 = 6,216 - 6,216
5
L-.
ensive (loss)/income for the
2 - - (215) 20,686 6,216 (11,373) (42,680) (977) (43,663)
h e’;sury shares (nofe 25) = 130221 (45,710) = = = 84,511 17973 102484
e from the then controlling
r of the Company (ofe 36) - - 150,001 - - - 150,001 - 150,001
s with equity holders - 1301 104291 - - - 14512 17973 252485
ecember 2001 19977 - mm A a7 (B L) 8y mw
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CONSOLIDATED STATEMENT OF CHANGES IN EQU

For the year ended 31 December 2022

Attributable to equity holders of the Company

(Deficits)/Reserves
General Asset  Investment Total Non-
Share  andother  revaluation  revaluation Accumulated  (deficits)/  controlling Total
capital reserves’ Teserve reserve losses reserves interests equity
HKS'000 HK$'000 HK$'000 HKS000 HK$'000 HK$'000 HKS'000 HK$'000
(note 25)
Asat1 January 2022 469,977 332,292 181,807 417 (799,354) (281,128) 48,378 87,207
Loss for the year - - - - (59,038) (59,038) (3,213) (62,251)
Other comprehensive (loss)income for the year:
Exchange differences arising on translation of foreign
operations - (904) - - - (904) 842 (62
Actuarial gains on a defined benefit plan (nofe 24) - - - - 352 35 (76) 27
Deficit on revaluation of leasehold land and owned buildings
(note 12) - - (1,475) - - (1475) - (1475)
Changes in fair value of equity investments at FVTOCI
(note 31) - - - 34 - 34 - 34
Changes in fair value of asset classified as held for sale
(note 31) - - - 970 - 970 - 970
Total comprehensive (loss)/income for the year - (904) (1475) 1,204 (58,686) (59,861) (2,447) (62,308)
Release of reserve upon disposal of asset classified
as held for sale - - - (16,649) 16,649 - -
As at 31 December 2022 469,977 331,388 180,332 (11,318) (841,391) (340,989) 45,931 174919
# Included in the general and other reserves as at 31 December 2022 was a debit amount of HK$1

(2021: HK$10,810,000) attributable to the exchange fluctuation reserve.
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For the year ended 31 December 2022

CONSOLIDATED STATEMENT OF CASH FLOWS

Period from

1 March
Year ended 2021 to
31 December 31 December
2022 2021
Notes HK$’000 HK$'000
sh flows from operating activities
_oss before income tax (62,228) (77,074)
ustments for:
terest expense 6 27,768 25,719
- Bank interest income 5(b) (447) (35)
[mputed interest income on gift receivable from
~ Win Dynamic Limited (“Win Dynamic”) 5(b) (16,113) (9,314)
Other interest income from financial assets at FVTPL 5(b) (32) (31)
L épreciation 7 46,606 46,252
mpairment of property, plant and equipment 7 - 2,000
?versal of provision for inventories 7 (2,257) (1,607)
Gain on disposal of property, plant and equipment 7 - (8)
ain on deregistration of an associate 7 - (137)
: 1 .ﬂ: ?d debts written off 7 - 5
- Covid-19-related rent concessions from lessors 7 (720) (6,997)
ss on termination of a lease 7 - 2,860
E fpected credit loss (“ECL”) allowance on other
‘receivables 7 582 445
Exchange realignment (62) =
erating cash flows before movements in working capital (6,903) (17,922)
ease in inventories 7,285 10,133
rease in reinsurance assets - 3
ncrease)/Decrease in prepayments, deposits and
~ other receivables (6,304) 11,099
ecrease in financial assets at FVTPL 2,178 4,936
crease in creditors (7,714) (9,124)
ease in insurance contracts liabilities (20) (35)
ease in deposits, accrued expenses and other payables (2,870) (29,550)
crease) /Increase in contract liabilities (798) 1,389
ement in pension scheme assets 217 1,008
i used in operations (14,929) (28,063)
rest paid (27,713) (25,719)
!| est received 479 66
Jverseas taxes paid (6) (15)
ash used in operating activities (42,169) (53,731)
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2022

Period f
I Ma
Year ended 2021
31 December 31 Decem
2022
Notes HK$’000 HKS$’ 0!
Cash flows from investing activities
Additions of owned assets in property, plant and
equipment 12 (1,438)
Proceeds from disposal of property, plant and equipment -
Proceeds from disposal of asset classified as held for sale 27,616
Proceeds from deregistration of an associate -
Decrease in pledged bank balances and deposits 17,877
Net cash from investing activities 44,055
Cash flows from financing activities
Proceeds from bank borrowings 27(a) 185,907 130
Repayments of bank borrowings 27(a) (189,436) (149,0
Repayments of other loans 27(a) - (15d,
Proceeds from loan from a fellow subsidiary 27(a) 50,000 152,00
Repayments of loan from a fellow subsidiary 27(a) (154,000) (48,
Proceeds from loan from immediate holding company 27(a) 51,000 55,000
Repayments of loan from immediate holding company 27(a) (32,737) :
Proceeds from loan from a related company 27(a) 187,000 %
Final settlement on termination of a lease 27(a) - (
Principal portion of lease payments 27(a) (55,524) (69
Proceeds from disposal of treasury shares 25 - 102,4
Net cash from financing activities 42,210 18,2¢
Net increase/(decrease) in cash and cash equivalents 44,096 (33
Cash and cash equivalents at the beginning
of the year/period 54,092 8
Cash and cash equivalents at the end of the year/period 17 98,188 5
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21

For the year ended 31 December 2022

CORPORATE AND GROUP INFORMATION

The Sincere Company, Limited (the “Company”) is a limited liability company incorporated
in Hong Kong. The registered office of the Company is located at 24/F, Jardine House, 1
Connaught Place, Central, Hong Kong. The Company’s shares are listed on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The principal activities of the Company and its subsidiaries (collectively referred to as the
“Group”) have not changed during the year and mainly consisted of the operation of

department stores, securities trading and the provision of general and life insurances.

In the opinion of the directors of the Company, as at 31 December 2022, Realord Group
Holdings Limited (“Realord”), a company incorporated in Bermuda with limited liability and
the shares of which are listed on the Main Board of the Stock Exchange, is the immediate
holding company of the Company. The ultimate holding company is Manureen Holdings
Limited (“Manureen Holdings”), a company incorporated in the British Virgin Islands
(“BVI”) with limited liability. The ultimate shareholders of Manureen Holdings are Dr. Lin
Xiaohui (“Dr. Lin”) and Madam Su Jiaohua (“Madam Su”), who own 70% and 30% equity
interests of Manureen Holdings, respectively.

The consolidated financial statements for the year ended 31 December 2022 were approved
for issue by the board of directors (the “Board”) on 28 March 2023.

BASIS OF PREPARATION

These consolidated financial statements have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”), which collective term includes all applicable
individual HKFRSs, Hong Kong Accounting Standards (“HKASs”) and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) and the accounting
principles generally accepted in Hong Kong.

The consolidated financial statements also comply with the applicable requirements of the
Companies Ordinance and include the applicable disclosure requirements of the Rules

Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”).

The consolidated financial statements have been prepared on the historical cost basis except
for leasehold land and owned buildings, equity investments at FVTOCI and financial assets
at FEVTPL which are stated at fair values. Non-current assets held for sale are stated at the

lower of carrying amount and fair value less costs to sell.

These consolidated financial statements are presented in Hong Kong dollars (“HK$”) and all

values are rounded to the nearest thousand (HK$'000) except when otherwise indicated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.1

For the year ended 31 December 2022

BASIS OF PREPARATION (Continued)
Going concern basis

During the year ended 31 December 2022, the Group recorded a net loss of HK$62,251,000.
The Group’s operations are financed by bank and other borrowings, loans from related
parties (including immediate holding company and a related company) and internal
resources. As at 31 December 2022, the Group had net current liabilities of HK$240,097,000
and the Company had net current liabilities of HK$335,428,000. The Group’s cash and bank
balances amounted to HK$98,188,000 as at 31 December 2022.

Management closely monitors the Group’s financial performance and liquidity position to
assess the Group’s ability to continue as a going concern. In view of these circumstances and
the impact of the Covid-19 pandemic, management has been continuously implementing
measures to improve profitability, control operating costs and reduce capital expenditures in
order to improve the Group’s operating performance and alleviate its liquidity risk. These
measures include (i) continuously remapping its marketing strategies and pricing policies; (ii)
continuing its measures to control capital and operating expenditures; (iii) negotiating with
its landlords for rental reductions; and (iv) identifying the opportunity in realisation of
certain assets of the Group. Management believes that these measures will further improve

the Group’s operating profitability and the resulting cash flows.

With respect to the Group’s bank financing, the Group maintains continuous communication
with its banks and has successfully renewed the banking facilities with its principal banks
during the current year. As at 31 December 2022, the Group had unutilised trade financing
banking facilities of HK$73,703,000. Based on the latest communications with the banks, the
directors of the Company are not aware of any intention of the principal banks to withdraw
their banking facilities or require early repayment of the borrowings, and the directors of the
Company believe that the existing banking facilities will be renewed when their current

terms expire given the good track record and relationships the Group has with the banks.
Realord has undertaken to provide continuous financial support to the Group to meet its

liabilities and obligations as and when they fall due for at least next 18 months from 31
December 2022.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.1

For the year ended 31 December 2022

BASIS OF PREPARATION (Continued)
Going concern basis (Continued)

On 21 March 2022, a related company, in which Dr. Lin and Madam Su own 70% and 30%
equity interests respectively, entered into a loan facility agreement with the Company,
pursuant to which the related company had agreed to provide a loan facility up to
HK$200,000,000 for 36 months in order to support the operation of the Group. As at 31
December 2022, the Group had unutilised loan facility of HK$13,000,000.

The Company’s directors have reviewed the Group’s cash flow projections prepared by
management. The cash flow projections cover a period of not less than 18 months from 31
December 2022. Management’s projections make certain key assumptions with regard to (i)
the anticipated cash flows from the Group’s operations and capital expenditures; (ii) the
continuous availability of bank and other borrowings facilities; (iii) the loans from related
parties (including immediate holding company and a related company); and (iv) the impact
of the Covid-19 pandemic. The Group’s ability to achieve the projected cash flows depends
on management’s ability to successfully implement the aforementioned improvement
measures on profitability and liquidity and the continuous availability of bank and other

borrowings facilities and the loans from related parties.

The directors of the Company, after making due enquiries and considering the basis of
management’s projections described above and after taking into account (i) the reasonably
possible changes in the operational performance; (ii) the successful renewal and continuous
availability of the bank and other borrowings facilities; and (iii) the financial support from
related parties (including immediate holding company and a related company), believe that

the Group will have sufficient financial resources to operate as a going concern.

Should the Group be unable to continue as a going concern, adjustments would have to be
made to write down the value of assets to their recoverable amounts, to reclassify
non-current assets and liabilities as current assets and liabilities, respectively and to provide
for any future liabilities which might arise. The effect of these potential adjustments has not

been reflected in these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.1

For the year ended 31 December 2022

BASIS OF PREPARATION (Continued)
Change of financial year end date

On 2 December 2021, the Board announced that the financial year end date of the Company
has been changed from 28/29 February to 31 December commencing from the period from 1
March 2021 to 31 December 2021 to align the financial year end date of the Company with
that of Realord. Accordingly, the accompanying consolidated financial statements for the
current financial period cover a period of 12 months from 1 January 2022 to 31 December
2022. The comparative figures, however, are for 10 months from 1 March 2021 to 31

December 2021, and hence are not directly comparable.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and
its subsidiaries for the year ended 31 December 2022. A subsidiary is an entity (including a
structured entity), directly or indirectly, controlled by the Company. Control is achieved
when the Group is exposed, or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through its power over the investee (i.e.
existing rights that give the Group the current ability to direct the relevant activities of the

investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar
rights of an investee, the Group considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

(a) the contractual arrangement with the other vote holders of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the
Company, using consistent accounting policies. The results of subsidiaries are consolidated

from the date on which the Group obtains control, and continue to be consolidated until the

date such control ceases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.1

For the year ended 31 December 2022

BASIS OF PREPARATION (Continued)
Basis of consolidation (Continued)

Profit or loss and each component of other comprehensive income are attributed to the equity
holders of the Company and to the non-controlling interests, even if this results in the
non-controlling interests having a deficit balance. All intra-group assets and liabilities,
equity, income, expenses and cash flows relating to transactions between members of the

Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control described
above. A change in the ownership interest of a subsidiary, without a loss of control, is

accounted for as an equity transaction.

Non-controlling interests represent the equity on a subsidiary not attributable directly or
indirectly to the Company, and in respect of which the Group has not agreed any additional
terms with the holders of those interests which would result in the Group as a whole having
a contractual obligation in respect of those interests that meets the definition of a financial
liability.

Non-controlling interests are presented in the consolidated statement of financial position
within equity, separately from the equity attributable to the equity holders of the Company.
Non-controlling interests in the results of the Group are presented on the face of the
consolidated income statement and the consolidated statement of comprehensive income as
an allocation of the total profit or loss and total comprehensive income for the year between

non-controlling interests and the equity holders of the Company.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill)
and liabilities of the subsidiary, (ii) the carrying amount of any non-controlling interest and
(iii) the cumulative translation differences recorded in equity; and recognises (i) the fair value
of the consideration received, (ii) the fair value of any investment retained and (iii) any
resulting surplus or deficits in the consolidated income statement. The Group’s share of
components previously recognised in other comprehensive income is reclassified to the
consolidated income statement or retained profits, as appropriate, on the same basis as

would be required if the Group had directly disposed of the related assets or liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT!

2.1

2.2

For the year ended 31 December 2022

BASIS OF PREPARATION (Continued)
Basis of consolidation (Continued)

In the Company’s statement of financial position, subsidiaries are carried at cost less a
impairment loss unless the subsidiary is held for sale or included in a disposal group. Cost is it
adjusted to reflect changes in consideration arising from contingent consideratio
amendments. Cost also includes direct attributable costs of investment. :

out of the investee’s pre or post-acquisition profits are recognised in the Company’s income
statement. \F'—

ADOPTION OF NEW AND AMENDED HKFRSs
Amended HKFRSs that are effective for annual periods beginning on 1 January 2022

In the current year, the Group has applied for the first time the following amended HKERS

Amendments to HKFRS 3 Reference to the Conceptual Framework

Amendments to HKAS 16 Property, Plant and Equipment — Proceeds §
before Intended Use

Amendments to HKAS 37 Onerous Contracts — Cost of Fulfilling a
Contract |

Amendments to HKFRSs Annual Improvements to HKFRSs 2018-2020

Accounting Guideline 5 Merger Accounting for Common Control

(Revised) Combination
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.2

For the year ended 31 December 2022

ADOPTION OF NEW AND AMENDED HKFRSs (Continued)
Issued but not yet effective HKFRSs
The Group has not early adopted the following new and amended HKFRSs that have been

issued but are not yet effective in these consolidated financial statements.

HKERS 17 Insurance Contracts and related amendments!
Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture®
Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback?
Amendments to HKAS 1 Classification of Liabilities as Current or
Non-current and related amendments to

Hong Kong Interpretation 5

Amendments to HKAS 1 Non-current Liabilities with Covenants?
Amendments to HKAS 1 and Disclosure of Accounting Policies’

HKERS Practice Statement 2
Amendments to HKAS 8 Definition of Accounting Estimates'
Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities

arising from a Single Transaction'

b Effective for annual periods beginning on or after 1 January 2023

2 Effective for annual periods beginning on or after 1 January 2024

g Effective date not yet determined

The directors of the Company anticipate that all of the pronouncements will be adopted in
the Group’s accounting policy for the first period beginning on or after the effective date of
the pronouncement. Information on new and amended HKFRSs that are expected to have
impact on the Group’s accounting policies is provided below. Other new and amended
HKFRSs are not expected to have a material impact on the Group’s consolidated financial

statements.

HKFRS 17 “Insurance Contracts” and related amendments

HKFRS 17 was issued to replace HKFRS 4 “Insurance Contracts”, an interim standard that
allowed entities to use a wide variety of accounting practices for insurance contracts,
reflecting national accounting requirements and variations of those requirements. HKFRS 17
solves the comparison problems created by HKFRS 4 by requiring all insurance contracts to
be accounted for in a consistent manner. Insurance obligations will be accounted for using
current values instead of historical cost, ending the practice of using data from when a policy

was taken out.

HKEFRS 17 applies to all insurance contracts an entity issues (including those for reinsurance),
reinsurance contracts it holds and investment contracts with a discretionary participation
features, provided the entity also issues insurance contracts. The standard introduces

insurance contract measurement principles requiring:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT!

2.2

For the year ended 31 December 2022

ADOPTION OF NEW AND AMENDED HKFRSS (Continued)
Issued but not yet effective HKFRSs(Continued)

HKFRS 17 “Insurance Contracts” and related amendments(Continued)

° current, explicit and unbiased estimates of future cash flows;
o discount rates that reflect the characteristics of the contracts’ cash flows; and ” _- -
L explicit adjustment for non-financial risk.

Besides, HKFRS 17 also introduces the following changes:

. Revenue is no longer equal to written premiums but to the change in the contra

liability covered by the consideration.

allowed for qualifying short-term contracts and participating contracts.
. More extensive disclosure requirements.
a transition option that permits an entity to apply an optional classification overlay in tl
comparative period presented on initial application of HKFRS 17. The classification overla
applies to all financial assets, including those held in respect of activities not connected
comparative period in a way that aligns with how the entity expects those assets to 5‘2 :
classified on the initial application of HKFRS 9. The classification can be applied on
instrument-by-instrument basis. '
HKERS 17 and related amendments are effective for annual periods beginning on or afte

January 2023. Earlier application is permitted. HKFRS 17 is not expected to have a mater
impact on the Group’s consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.3

For the year ended 31 December 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Fair value measurement

The Group measures its leasehold land and owned buildings, equity investments at FVTOCI
and financial assets at FVTPL at fair value at the end of each reporting period. Fair value is
the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either in the principal market for the asset or liability, or in the absence
of a principal market, in the most advantageous market for the asset or liability. The
principal or the most advantageous market must be accessible by the Group. The fair value
of an asset or a liability is measured using the assumptions that market participants would
use when pricing the asset or liability, assuming that market participants act in their

economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s
ability to generate economic benefits by using the asset in its highest and best use or by

selling it to another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable

inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated
financial statements are categorised within the fair value hierarchy, described as follows,

based on the lowest level input that is significant to the fair value measurement as a whole:

Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or
liabilities
Level 2 — Valuation techniques for which the lowest level input that is significant to the

fair value measurement is observable, either directly or indirectly, and not using

significant unobservable inputs

Level 3 — Valuation techniques for which the lowest level input that is significant to the

fair value measurement is unobservable

For assets and liabilities that are recognised in the consolidated financial statements at fair
value on a recurring basis, the Group determines whether transfers have occurred between
levels in the hierarchy by reassessing categorisation (based on the lowest level input that is

significant to the fair value measurement as a whole) at the end of each reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.3

For the year ended 31 December 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is
required (other than inventories, pension scheme assets and financial assets), the asset’s
recoverable amount is estimated. An asset’s recoverable amount is the higher of the asset’s or
cash-generating unit’s (“CGU’s”) value in use and its fair value less costs of disposal, and is
determined for an individual asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets, in which case the
recoverable amount is determined for the CGU to which the asset belongs. An impairment

loss is recognised only if the carrying amount of an asset exceeds its recoverable amount.

Corporate assets are allocated to individual CGUs, when a reasonable and consistent basis of
allocation can be identified, or otherwise they are allocated to the smallest group of CGUs for

which a reasonable and consistent allocation basis can be identified.

In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value

of money and the risks specific to the asset.

In determining fair value less costs of disposal, recent market transactions are taken into
account. If no such transactions can be identified, an appropriate valuation model is used.
These calculations are corroborated by valuation multiples, quoted share prices for publicly

traded companies or other available fair value indicators.

The Group bases its impairment calculation on most recent budgets and forecast calculations,
which are prepared separately for each of the Group’s CGUs to which the individual assets
are allocated. These budgets and forecast calculations generally cover a period of five years.
A long-term growth rate is calculated and applied to project future cash flows after the fifth

year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.3

For the year ended 31 December 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Impairment of non-financial assets (Continued)

An impairment loss is charged to the consolidated income statement in the period in which it
arises in those expense categories consistent with the function of the impaired asset, except
for properties previously revalued with the revaluation taken to other comprehensive
income. For such properties, the impairment is recognised in other comprehensive income up
to the amount of any previous revaluation.

An assessment is made at the end of each reporting period to determine whether there is an
indication that previously recognised impairment losses may no longer exist or may have
decreased. If such an indication exists, the recoverable amount is estimated. A previously
recognised impairment loss of an asset or a CGU other than goodwill is reversed only if there
has been a change in the estimates used to determine the recoverable amount of that asset or
CGU, but not to an amount higher than the carrying amount that would have been
determined (net of any depreciation) had no impairment loss been recognised for the asset or
CGU in prior years. A reversal of such an impairment loss is credited to the consolidated
income statement in the period in which it arises, unless the asset is carried at a revalued
amount, in which case the reversal of the impairment loss is accumulated for in accordance
with the relevant accounting policy for the revalued asset.

Treasury shares

Own equity instruments which are held by the Group (treasury shares) are recognised
directly in equity at cost. No gain or loss is recognised in the consolidated income statement
on the purchase, sale, issue or cancellation of the Group’s own equity instruments.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the
weighted average basis and includes all costs of purchase, costs of conversion, and other
costs incurred in bringing the inventories to their present location and condition. Net
realisable value is based on estimated selling prices less any estimated costs to be incurred to
completion and disposal.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised
cost, FVTOCI and FVTPL.

The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Group’s business model for managing them.
With the exception of trade receivables that do not contain a significant financing component
or for which the Group has applied the practical expedient of not adjusting the effect of a
significant financing component, the Group initially measures a financial asset at its fair
value, plus in the case of a financial asset not at FVIPL, transaction costs. Trade receivables
that do not contain a significant financing component or for which the Group has applied the
practical expedient are measured at the transaction price as disclosed in section “Revenue
recognition” below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.3

For the year ended 31 December 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments and other financial assets (Continued)
Initial recognition and measurement (Continued)

In order for a financial asset to be classified and measured at amortised cost or FVTOCI, it
needs to give rise to cash flows that are solely payments of principal and interest (“SPPI”) on
the principal amount outstanding. Financial assets with cash flows that are not SPPI are

classified and measured at FVTPL, irrespective of the business model.

The Group’s business model for managing financial assets refers to how it manages its
financial assets in order to generate cash flows. The business model determines whether cash
flows will result from collecting contractual cash flows, selling the financial assets, or both.
Financial assets classified and measured at amortised cost are held within a business model
with the objective to hold financial assets in order to collect contractual cash flows, while
financial assets classified and measured at FVTOCI are held within a business model with the
objective of both holding to collect contractual cash flows and selling. Financial assets which
are not held within the aforementioned business models are classified and measured at
FVTPL.

All regular way purchases and sales of financial assets are recognised on the trade date, that
is, the date that the Group commits to purchase or sell the asset. Regular way purchases or
sales are purchases or sales of financial assets that require delivery of assets within the

period generally established by regulation or convention in the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest
method and are subject to impairment, except for purchased or originated credit-impaired
financial assets, for which the original credit-adjusted effective interest rate is applied to the
amortised cost of the financial asset. Gains and losses are recognised in the consolidated

income statement when the asset is derecognised, modified or impaired.

Financial assets at FVTOCI (equity investments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as
equity investments at FVTOCI when they meet the definition of equity under HKAS 32
“Financial Instruments: Presentation” and are not held for trading. The classification is

determined on an instrument-by-instrument basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments and other financial assets (Continued)

Subsequent measurement (Continued)

Financial assets at FVTOCI (equity investments) (Continued)

Gains and losses on these financial assets are never recycled to the consolidated income
statement. Dividends are recognised as other income and gains, net in the consolidated
income statement when the right of payment has been established, when it is probable that
the economic benefits associated with the dividend will flow to the Group and the amount of
the dividend can be measured reliably, except when the Group benefits from such proceeds
as a recovery of part of the cost of the financial asset, in which case, such gains are recorded
in other comprehensive income. Equity investments at FVTOCI are not subject to impairment
assessment.

Financial assets at FVTPL

Financial assets at FVTPL are carried in the consolidated statement of financial position at
fair value with net changes in fair value recognised in the consolidated income statement.

This category includes equity investments which the Group had not irrevocably elected to
classify at FVTOCI. Dividends on equity investments classified as financial assets at FVTPL
are also recognised as other income and gains, net in the consolidated income statement
when the right of payment has been established, when it is probable that the economic
benefits associated with the dividend will flow to the Group and the amount of the dividend
can be measured reliably.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognised (i.e. removed from the Group’s consolidated
statement of financial position) when:

o the rights to receive cash flows from the asset have expired; or

J the Group has transferred its rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full without material delay to a third
party under a “pass-through” arrangement; and either (a) the Group has transferred
substantially all the risks and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered
into a pass-through arrangement, it evaluates if, and to what extent, it has retained the risk
and rewards of ownership of the assets. When it has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the
Group continues to recognise the transferred asset to the extent of the Group’s continuing
involvement. In that case, the Group also recognises an associated liability. The transferred
asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Group has retained.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments and other financial assets (Continued)
Derecognition (Continued)

Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum amount

of consideration that the Group could be required to repay.

Impairment of financial assets

The Group recognises an allowance for ECLs for all debt instruments not held at FVTPL.
ECLs are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the Group expects to receive, discounted at the
original effective interest rate (or credit-adjusted effective interest rate for purchased or
originated credit-impaired financial assets). The expected cash flows will include cash flows
from the sale of collateral held or other credit enhancements that are integral to the

contractual terms.

General approach

ECLs are recognised in three stages. For credit exposures for which there has not been a
significant increase in credit risk since initial recognition, ECLs are provided for credit losses
that result from default events that are possible within the next 12 months (a 12-month ECL).
For those credit exposures for which there has been a significant increase in credit risk since
initial recognition, a loss allowance is required for credit losses expected over the remaining

life of the exposure, irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument
has increased significantly since initial recognition. When making the assessment, the Group
compares the risk of a default occurring on the financial instrument as at the reporting date
with the risk of a default occurring on the financial instrument as at the date of initial
recognition and considers reasonable and supportable information that is available without

undue cost or effort, including historical and forward-looking information.

The Group considers a financial asset in default when contractual payments are 90 days past
due. However, in certain cases, the Group may also consider a financial asset to be in default
when internal or external information indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into account any credit enhancements
held by the Group. A financial asset is written off when there is no reasonable expectation of

recovering the contractual cash flows.
Financial assets at amortised cost are subject to impairment under the general approach and

they are classified within the following stages for measurement of ECLs except for trade

receivables which apply the simplified approach as detailed below.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Impairment of financial assets (Continued)
General approach (Continued)

Stage 1 - Financial instruments for which credit risk has not increased significantly since
initial recognition and for which the loss allowance is measured at an amount
equal to 12-month ECLs

Stage 2 - Financial instruments for which credit risk has increased significantly since
initial recognition but that are not credit-impaired financial assets and for which
the loss allowance is measured at an amount equal to lifetime ECLs

Stage 3 - Financial assets that are credit-impaired at the reporting date (but that are not
purchased or originated credit-impaired) and for which the loss allowance is
measured at an amount equal to lifetime ECLs

Purchased or originated credit-impaired financial assets refer to financial assets that are
credit-impaired at the initial recognition and for which the loss allowance is measured at the

amount equal to the lifetime ECLs.

Simplified approach

For trade receivables that do not contain a significant financing component or when the
Group applies the practical expedient of not adjusting the effect of a significant financing
component, the Group applies the simplified approach in calculating ECLs. Under the
simplified approach, the Group does not track changes in credit risk, but instead recognises
an ECL allowance based on lifetime ECLs at each reporting date. The Group has established
a provision matrix that is based on its historical credit loss experience, adjusted for

forward-looking factors specific to the debtors and the economic environment.

For trade receivables that contain a significant financing component and lease receivables,
the Group chooses as its accounting policy to adopt the simplified approach in calculating

ECLs with policies as described above.

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and borrowings, loans from
related parties, (including a fellow subsidiary, immediate holding company and a related

company), creditors, lease liabilities, deposits, accrued expenses and other payables.

All financial liabilities (other than lease liabilities) are recognised initially at fair value and, in

the case of loans and borrowings and payables, net of directly attributable transaction costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial liabilities (Continued)
Subsequent measurement

The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost, using the effective interest rate method unless the effect of discounting would
be immaterial, in which case they are stated at cost. Gains and losses are recognised in the
consolidated income statement when the liabilities are derecognised as well as through the
effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the effective interest rate. The effective interest
rate amortisation is included in finance costs in the consolidated income statement.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled, or expires. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a derecognition of the
original liability and a recognition of a new liability. The difference between the respective
carrying amounts is recognised in the consolidated income statement.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
consolidated statement of financial position if there is currently an enforceable legal right to
offset the recognised amounts and there is an intention to settle on a net basis, to realise the
assets and settle the liabilities simultaneously.

Property, plant and equipment

Property, plant and equipment (other than cost of right-of-use assets as described below) are
stated at cost or valuation less accumulated depreciation and any impairment losses. The cost
of an item of property, plant and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended
use. Expenditure incurred after items of property, plant and equipment have been put into
operation, such as repairs and maintenance, is normally charged to the consolidated income
statement in the period in which it is incurred. In situations where the recognition criteria are
satisfied, the expenditure for a major inspection is capitalised in the carrying amount of the
asset as a replacement. Where significant parts of property, plant and equipment are required
to be replaced at intervals, the Group recognises such parts as individual assets with specific
useful lives and depreciates them accordingly.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment (Continued)

Leasehold land under right-of-use assets and buildings under owned assets are measured at
fair value less accumulated depreciation and impairment losses recognised after the date of
revaluation. Valuations are performed frequently enough to ensure that the fair value of a
revalued asset does not differ materially from its carrying amount. Changes in the values of
property, plant and equipment are dealt with as movements in the asset revaluation reserve.
If the total of this reserve is insufficient to cover a deficit, on an individual asset basis, the
excess of the deficit is charged to the consolidated income statement. Any subsequent
revaluation surplus is credited to the consolidated income statement to the extent of the
deficit previously charged. On disposal of a revalued asset, the relevant portion of the asset
revaluation reserve realised in respect of previous valuations is transferred to retained

profits/accumulated losses as a movement in reserves.

Depreciation is calculated on the straight-line basis to write off the cost of each item of
property, plant and equipment to its residual value over its estimated useful life. The

principal annual rates used for this purpose are as follows:

Buildings 2%-4%

Furniture, fixtures and equipment 10%-20%

Motor vehicles 162/ 5%-25%

Leasehold improvements Shorter of lease terms and useful lives

Where parts of an item of property, plant and equipment have different useful lives, the cost
of that item is allocated on a reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation method are reviewed, and

adjusted if appropriate, at least at each year end.

An item of property, plant and equipment including any significant part initially recognised
is derecognised upon disposal or when no future economic benefits are expected from its use
or disposal. Any gain or loss on disposal or retirement recognised in the consolidated income
statement in the year the asset is derecognised is the difference between the net sales

proceeds and the carrying amount of the relevant asset.

Intangible assets
Club debentures

Club debentures are classified as intangible assets included in “Prepayments, deposits, other
receivables and other assets”. Club debentures have indefinite useful lives and are carried at

cost less any subsequent accumulated impairment losses.

Intangible assets, with indefinite useful lives, are tested for impairment at least annually,

irrespective of whether there is any indication that they are impaired.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, i.e. assets that necessarily take a substantial period of time to get ready for
their intended use or sale, are capitalised as part of the cost of those assets. The capitalisation
of such borrowing costs ceases when the assets are substantially ready for their intended use
or sale. Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the borrowing costs
capitalised. All other borrowing costs are expensed in the period in which they are incurred.
Borrowing costs consist of interest and other costs that an entity incurs in connection with

the borrowing of funds.

Leases

At inception of a contract, the Group considers whether a contract is, or contains a lease. A
lease is defined as “a contract, or part of a contract, that conveys the right to use an identified
asset (the underlying asset) for a period of time in exchange for consideration”. To apply this
definition, the Group assesses whether the contract meets three key evaluations which are
whether:

. the contract contains an identified asset, which is either explicitly identified in the
contract or implicitly specified by being identified at the time the asset is made
available to the Group;

. the Group has the right to obtain substantially all of the economic benefits from use of
the identified asset throughout the period of use, considering its rights within the

defined scope of the contract; and

o the Group has the right to direct the use of the identified asset throughout the period
of use. The Group assess whether it has the right to direct “how and for what purpose”

the asset is used throughout the period of use.

The Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for
short-term leases and leases of low-value assets. The Group recognises lease liabilities to
make lease payments and right-of-use assets representing the right to use the underlying

assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leases (Continued)

The Group as a lessee (Continued)

Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of
lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Right-of-use assets are depreciated on
a straight-line basis over the shorter of the lease terms and the estimated useful lives of the
assets, as follows:

Leasehold land 55 years
Buildings 2 to 3 years

If ownership of the leased asset transfers to the Group at the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated
useful life of the asset.

When the right-of-use assets relate to interests in leasehold land, the corresponding
right-of-use asset is initially measured at cost, and subsequently measured at fair value, in
accordance with the Group’s policy for “property, plant and equipment”.

The Group’s right-of-use assets are included in property, plant and equipment.

Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of
lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts expected to be paid under residual
value guarantees. The lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payments of penalties for termination of
a lease, if the lease term reflects the Group exercising the option to terminate the lease. The
variable lease payments that do not depend on an index or a rate are recognised as an
expense in the period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing
rate at the lease commencement date because the interest rate implicit in the lease is not
readily determinable. After the commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced for the lease payments made. In
addition, the carrying amount of lease liabilities is remeasured if there is a modification, a
change in the lease term, a change in lease payments (e.g. a change to future lease payments
resulting from a change in an index or rate) or a change in assessment of an option to
purchase the underlying asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leases (Continued)

The Group as a lessee (Continued)

Lease liabilities (Continued)

For lease modification that is not accounted for as a separate lease, the Group remeasures the
lease liability based on the lease term of the modified lease by discounting the revised lease
payments using a revised discount rate at the effective date of modification. The only
exception is any rent concessions which arose as a direct consequence of the Covid-19
pandemic and which satisfied the conditions set out in paragraph 46B of HKFRS 16 “Leases”.
In such cases, the Group took advantage of the practical expedient set out in paragraph 46A of

HKERS 16 and recognised the change in consideration as if it were not a lease modification.

The Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or when there is a lease
modification) each of its leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the risks and rewards incidental
to ownership of an asset are classified as operating leases. Rental income is accounted for on
a straight-line basis over the lease terms and is included in revenue in the consolidated
income statement due to its operating nature. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying amount of the leased asset and
recognised over the lease term on the same basis as rental income. Contingent rents are

recognised as revenue in the period in which they are earned.

Leases that transfer substantially all the risks and rewards incidental to ownership of an

underlying asset to the lessee are accounted for as finance leases.

When the Group is an intermediate lessor, a sub-lease is classified as a finance lease or
operating lease with reference to the right-of-use asset arising from the head lease. If the
head lease is a short-term lease to which the Group applies the short-term lease exemption,
then the Group classifies the sub-lease as an operating lease.

Provisions and contingent liabilities

A provision is recognised when a present obligation (legal or constructive) has arisen as a result
of a past event and it is probable that a future outflow of resources will be required to settle the

obligation, provided that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the
present value at the end of the reporting period of the future expenditures expected to be
required to settle the obligation. The increase in the discounted present value amount arising
from the passage of time is included in finance costs in the consolidated income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Provisions and contingent liabilities (Continued)

All provisions are reviewed at the end of each reporting period and adjusted to reflect the

current best estimate.

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

unless the probability of outflow of economic benefits is remote.

Employee benefits
Retirement benefits

The Group operates a funded final salary defined benefit pension scheme (the “Scheme”) for

those employees who are eligible to participate in the Scheme.

An actuarial estimate is made annually by an independent qualified professional actuary,
using the projected unit credit actuarial valuation method, of the present value of the
Group’s future defined benefit obligation under the Scheme earned by the employees at the
end of the reporting period. The assets contributed by the Group to the Scheme are held
separately from the assets of the Group in an independently administered fund, and are

valued at their fair value at the end of the reporting period.

Remeasurements arising from defined benefit pension plans, comprising actuarial gains and
losses, the effect of the asset ceiling (excluding amounts included in net interest on the net
defined benefit liability) and the return on plan assets (excluding amounts included in net
interest on the net defined benefit liability), are recognised immediately in the consolidated
statement of financial position with a corresponding debit or credit to retained profits/
accumulated losses through other comprehensive income in the period in which they occur.
Remeasurements are not reclassified to the consolidated income statement in subsequent

periods.
Past service costs are recognised in the consolidated income statement at the earlier of:
o the date of the plan amendment or curtailment; and

o the date that the Group recognises restructuring-related costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Employee benefits (Continued)
Retirement benefits (Continued)

Net interest is calculated by applying the discount rate to the net defined benefit liability or
asset. The Group recognises the following changes in the net defined benefit obligation under

“General and administrative expenses” in the consolidated income statement by function.

o Service costs comprising current service costs, past-service costs, gains and losses on

curtailments and non-routine settlements; and
O Net interest expense or income.

In addition, the Group also operates a defined contribution Mandatory Provident Fund
(“MPE”) retirement benefit scheme (the “MPF Scheme”) under the Mandatory Provident
Fund Schemes Ordinance. Contributions to the MPF Scheme are made based on a percentage
of the employees’ basic salaries and are charged to the consolidated income statement as they
become payable in accordance with the rules of the MPF scheme. The Group’s employer
contributions are fully and immediately vested in favour of the employees when contributed
to the MPF Scheme.

The employees of the subsidiaries established in Mainland China are members of the Central
Pension Scheme operated by the Mainland China government. The subsidiaries are required
to contribute a certain percentage of their covered payroll to the Central Pension Scheme to
fund the benefits. The only obligation for the subsidiaries with respect to the Central Pension

Scheme is to meet the required contributions under the Central Pension Scheme.

Termination benefits

Termination benefits are recognised at the earlier of when the Group can no longer withdraw
the offer of those benefits and when the Group recognises restructuring costs involving the

payment of termination benefits.

Product classification - Insurance contracts

Insurance contracts are those contracts when the Group (the insurer) has accepted significant
insurance risk from another party (the policyholders) by agreeing to compensate the
policyholders if a specified uncertain future event (the insured event) adversely affects the
policyholders. As a general guideline, the Group determines whether it has significant
insurance risk, by comparing benefits payable after an insured event with benefits payable if

the insured event did not occur. Insurance contracts can also transfer financial risk.

Once a contract has been classified as an insurance contract, it remains an insurance contract
for the remaining of its lifetime, even if the insurance risk reduces significantly during this

period, unless all rights and obligations are extinguished or expire.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Insurance contracts liabilities
Life insurance contracts liabilities

Life insurance contracts liabilities are recognised when contracts are entered into and
premiums are charged. The provision for life insurance contracts consists of outstanding
claims and the life reserve.

Life reserve

Life reserve represents a reserve to cover unexpired risk of life insurance policies and is
valued by an independent qualified professional actuary. The resultant surplus or deficit is
transferred to or from the consolidated income statement.

Income tax

Income tax comprises current tax and deferred tax. Income tax relating to items recognised
outside the consolidated income statement is recognised, either in other comprehensive
income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from
or paid to the taxation authorities, based on tax rates (and tax laws) that have been enacted
or substantively enacted at the end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries in which the Group operates.

Deferred tax is provided using the liability method on all temporary differences at the end of
the reporting period between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

o when the deferred tax liability arises from the initial recognition of goodwill or an asset
or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated with investments in subsidiaries,
when the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, the carry forward
of unused tax credits and any unused tax losses. Deferred tax assets are recognised to the
extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can
be utilised, except:

. when the deferred tax asset relating to the deductible temporary differences arises from
the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss; and
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income tax (Continued)

o in respect of deductible temporary differences associated with investments in
subsidiaries, deferred tax assets are only recognised to the extent that it is probable
that the temporary differences will reverse in the foreseeable future and taxable profit

will be available against which the temporary differences can be utilised.

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

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to
the period when the asset is realised or the liability is settled, based on tax rates (and tax

laws) that have been enacted or substantively enacted at the end of the reporting period.

Change in deferred tax assets or liabilities are recognised in profit or loss, or in other
comprehensive income or directly in equity if they relate to items that are charged or credited

to other comprehensive income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally
enforceable right to set off current tax assets and current tax liabilities and the deferred tax
assets and deferred tax liabilities relate to income taxes levied by the same taxation authority
on either the same taxable entity or different taxable entities which intend either to settle
current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax liabilities

or assets are expected to be settled or recovered.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that
the grant will be received and all attaching conditions will be complied with. When the grant
relates to an expense item, it is recognised as income on a systematic basis over the periods

that the related costs, for which it is intended to compensate, are expensed.

Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is
transferred to the customers at an amount that reflects the consideration to which the Group
expects to be entitled in exchange for those goods or services.
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Revenue recognition (Continued)
Revenue from contracts with customers (Continued)

When the consideration in a contract includes a variable amount, the amount of consideration
is estimated to which the Group will be entitled in exchange for transferring the goods or
services to the customer. The variable consideration is estimated at contract inception and
constrained until it is highly probable that a significant revenue reversal in the amount of
cumulative revenue recognised will not occur when the associated uncertainty with the

variable consideration is subsequently resolved.

When the contract contains a financing component which provides the customer with a
significant benefit of financing the transfer of goods or services to the customer for more than
one year, revenue is measured at the present value of the amount receivable, discounted
using the discount rate that would be reflected in a separate financing transaction between
the Group and the customer at contract inception. When the contract contains a financing
component which provides the Group a significant financial benefit for more than one year,
revenue recognised under the contract includes the interest expense accreted on the contract
liability under the effective interest method. For a contract where the period between the
payment by the customer and the transfer of the promised goods or services is one year or
less, the transaction price is not adjusted for the effects of a significant financing component,

using the practical expedient in HKFRS 15 “Revenue from Contracts with Customers”.

(a)  Sale of goods

Revenue from sale of goods is recognised at the point in time when control of the asset

is transferred to the customer.

Rights of return

Some contracts for the sale of goods provide customers with rights of return. The rights
of return give rise to variable consideration. For contracts which provide a customer
with a right to return the goods within a specified period, the expected value method is
used to estimate the goods that will not be returned because this method best predicts
the amount of variable consideration to which the Group will be entitled. The
requirements in HKFRS 15 on constraining estimates of variable consideration are
applied in order to determine the amount of variable consideration that can be
included in the transaction price and recognised as revenue. For goods that are
expected to be returned, instead of revenue, a refund liability is recognised. A
right-of-return asset (and the corresponding adjustment to cost of sales) is also

recognised for the right to recover the goods from a customer.
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Revenue recognition (Continued)

Revenue from contracts with customers (Continued)

(a)  Sale of goods (Continued)

Loyalty points programme

The Group has a loyalty points programme, which allows customers to accumulate
points that can be redeemed for free coupons. The loyalty points give rise to a separate
performance obligation as they provide a material right to the customer.

A portion of the transaction price is allocated to the loyalty points awarded to
customers based on relative stand-alone selling price and recognised as a contract
liability until the points are redeemed. Revenue is recognised upon redemption of
coupons by the customer.

When estimating the stand-alone selling price of the loyalty points, the Group
considers the likelihood that the customer will redeem the points. The Group updates
its estimates of the points that will be redeemed on a yearly basis and any adjustments
to the contract liability balance are charged against revenue.

(b)  Income from counter and consignment sale

Commission income from counter and consignment sale is recognised at a point in time
and based on certain percentage of sales made by the customers in accordance with the
terms of contracts.

Revenue from other sources

Rental income is recognised on a time proportion basis over the lease terms.
Net realised gain/(loss) on security trading investments is recognised on the trade date.
Insurance premium income is recognised on the basis of policies issued.

Other income

Interest income is recognised on an accrual basis using the effective interest method. For
financial assets measured at amortised cost that are not credit-impaired, the effective interest
rate is applied to the gross carrying amount of the asset. For credit-impaired financial assets,
the effective interest rate is applied to the amortised cost (i.e. gross carrying amount net of
ECL allowance) of the asset.

Dividend income is recognised when the shareholders’ right to receive payment has been

established, it is probable that the economic benefits associated with the dividend will flow
to the Group and the amount of the dividend can be measured reliably.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.3

For the year ended 31 December 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition (Continued)
Contract liabilities

A contract liability is recognised when a payment is received or a payment is due (whichever
is earlier) from a customer before the Group transfers the related goods or services. Contract
liabilities are recognised as revenue when the Group performs under the contract (i.e.

transfers control of the related goods or services to the customer).

Foreign currencies

These consolidated financial statements are presented in HK$, which is also the Company’s
functional currency. Each entity in the Group determines its own functional currency and
items included in the financial statements of each entity are measured using that functional
currency. Foreign currency transactions recorded by the entities in the Group are initially
recorded using their respective functional currency rates prevailing at the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies are translated
at the functional currency rates of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary items are recognised in the

consolidated income statement.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rates at
the dates when the fair value was measured. The gain or loss arising on translation of a
non-monetary item measured at fair value is treated in line with the recognition of the gain
or loss on change in fair value of the item (i.e. translation difference on the item whose fair
value gain or loss is recognised in other comprehensive income or income statement is also

recognised in other comprehensive income or income statement, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or income
(or part of it) on the derecognition of a non-monetary asset or non-monetary liability relating
to an advance consideration, the date of the transaction is the date on which the Group
initially recognises the non-monetary asset or non-monetary liability arising from the
advance consideration. If there are multiple payments or receipts in advance, the Group

determines the transaction date for each payment or receipt of the advance consideration.

The functional currencies of certain overseas subsidiaries are currencies other than the HKS$.
At the end of the reporting period, the assets and liabilities of these entities are translated
into HK$ at the exchange rates prevailing at the end of the reporting period and their income
statements are translated into HK$ at the exchange rates prevailing at the dates of the
transactions. The resulting exchange differences are recognised in other comprehensive
income and accumulated in the exchange fluctuation reserve. On disposal of an operation,
the component of other comprehensive income relating to that particular foreign operation is

reclassified to the consolidated income statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT! 8

2.3

For the year ended 31 December 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalent
comprise cash on hand and demand deposits, and short-term highly liquid investments th
are readily convertible into known amounts of cash, are subject to an insignificant risk .
changes in value, and have a short maturity of generally within 3 months when acquired, les
bank overdrafts which are repayable on demand and form an integral part of the Group; 5

cash management.

For the purpose of the consolidated statement of financial position, cash and bank balances

comprise cash on hand and at banks, including term deposits, which are not restricted asl‘.r 2l
i

use.

Non-current assets held for sale

policies. Thereafter generally the assets are measured at the lower of their carrying amoun
and fair value less costs to sell. Impairment losses on initial classification as held for sale an
subsequent gains and losses on remeasurement are recognised in the consolidated incom

statement. Gains are not recognised in excess of any cumulative impairment loss.

Segment reporting

about resources allocation to the Group’s business components and for their review of t

performance of those components.
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For the year ended 31 December 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
 Related parties
For the purposes of these consolidated financial statements, a party is considered to be
related to the Group if:
(a) the party is a person or a close member of that person’s family and if that person:
(i)  has control or joint control over the Group;

(i)  has significant influence over the Group; or

(iii) is a member of the key management personnel of the Group or of a parent of the
Group.

(b) the party is an entity and if any of the following conditions applies:
(i)  the entity and the Group are members of the same group.

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

(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).

(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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the Group’s consolidated financial statements requires management to
make judgments, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and their accompanying disclosures, and the disclosure of
contingent liabilities. Uncertainty about these assumptions and estimates could result in
outcomes that could require a material adjustment to the carrying amounts of the assets or

liabilities affected in the future.

Judgments

In the process of applying the Group’s accounting policies, management has made the
following judgments, apart from those involving estimations, which have the most significant

effect on the amounts recognised in the consolidated financial statements:

Going concern basis

As disclosed in note 2.1, the consolidated financial statements have been prepared on a going
concern basis. The appropriateness of the going concern basis is assessed after taking into
consideration all relevant available information about future of the Group, including the
Group’s cash position, its availability to obtain financing facilities and financial support from
related parties (including immediate holding company and a related company) to finance its
continuing operations and the cash flow forecasts of the Group. Such assessment inherently
involves judgement. Actual results could differ significantly and hence render the adoption

of the going concern basis inappropriate.

Consolidation of entities in which the Group holds less than a majority of voting rights

The Company considers that it controls The Sincere Life Assurance Company Limited
(“Sincere LA”) and its subsidiary (collectively “Sincere LA Group”), The Sincere Insurance &
Investment Company, Limited (“Sincere II”) and its subsidiary (collectively “Sincere II
Group”) and The Sincere Company (Perfumery Manufacturers), Limited (“Perfumery”) even
though it owns less than 50% of the voting rights. This is because the Company is the single
largest shareholder of Sincere LA Group, Sincere II Group and Perfumery with 48.09%,
40.67% and 37.15% direct equity interests, respectively. Based on the Company’s absolute size
of holding in Sincere LA Group, Sincere II Group and Perfumery, the relative size and
dispersion of the shareholdings owned by the other shareholders who acted as principal of
their investments in Sincere LA Group, Sincere II Group and Perfumery, and past history of
voting patterns in the shareholders” meetings of Sincere LA Group, Sincere II Group and
Perfumery, the directors of the Company concluded that the Group has had control over
Sincere LA Group, Sincere II Group and Perfumery since the dates on which the Group
obtained control. The Group has consolidated the financial statements of Sincere LA Group,
Sincere II Group and Perfumery based on its 56.96%, 57.98% and 62.37% effective equity
interests and accounted for the remaining equity interests of 43.04%, 42.02% and 37.63% as

non-controlling interests, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES (Continued)
Estimation uncertainty

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

described below.

ECL of gift receivable from Win Dynamic
The gift receivable from Win Dynamic amounted to HK$150,001,000, being the fair value of

the WD Proceeds (as defined in note 36) which was determined based on a credit-adjusted
effective interest rate of 9.66%, was initially recognised by the Company upon the acceptance
of the Offer (as defined in note 37) by Win Dynamic. Management considers that the ECL of
gift receivable from Win Dynamic is supported by the legal advices and determined by the
basis of various assumptions when estimating the recoverability of gift receivable from Win
Dynamic and the probability of timing of legal process, which includes forward-looking
scenarios and their likelihoods, counterparty’s credit rating and probability of default and

recovery rate.

As at 31 December 2022, the carrying amount of gift receivable from Win Dynamic amounted
to HK$174,401,000, net of ECL allowance of HK$1,027,000 (2021: HK$158,870,000, net of ECL
allowance of HK$445,000). Further details are set out in notes 14 and 36 to the consolidated

financial statements.

Fair value of leasehold land and owned buildings

As at 31 December 2022, the Group’s leasehold land under right-of-use assets and buildings
under owned assets included in property, plant and equipment (collectively the “Properties”)
amounted to HK$159,281,000 (2021: HK$167,201,000) and HK$21,719,000 (2021:
HK$22,799,000), respectively. As disclosed in note 12 to the consolidated financial statements,
deficit on revaluation of leasehold land and owned buildings of HK$1,475,000 (Period from 1
March 2021 to 31 December 2021: surplus of HK$22,686,000) was recognised in other
comprehensive income. The Group’s Properties are stated at fair values based on valuations
performed by an independent qualified professional valuer. The valuations are dependent on
certain significant unobservable inputs, including price per square feet/bay, which are
determined based on comparable transactions after applying adjusting factors to reflect the
conditions and locations of the subject properties. Details of the valuation methodologies and
the significant unobservable inputs used in the valuations are disclosed in note 12 to the

consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES (Continued)

Estimation uncertainty (Continued)
Deferred tax related to leasehold land and owned buildings

The measurement of deferred tax liabilities and deferred tax assets shall reflect the tax
consequences that would follow from the manner in which the Group expects, at the end of
the reporting period, to recover or settle the carrying amount of its assets and liabilities. In
respect of the Properties, significant management judgment is required to determine the
expected manner of recovery of the Properties (i.e. whether the Group expects to recover the
asset through sale or through use). Based on the business plan of the Group and the activities
being taken by management, management has determined that the Properties will be
recovered through sale. Accordingly, the deferred tax liabilities relating to the Properties
were measured on a recovery through sale basis and no deferred tax was recognised as at 31
December 2022 and 2021.

Impairment of property, plant and equipment

For owned assets and right-of-use assets included in property, plant and equipment,
management conducted an impairment review of certain CGUs of the Group where there
were indicators of impairment by considering the recoverable amounts of the relevant CGUs.
Management identifies individual store as a CGU for the purpose of impairment assessment.
The amount of any impairment loss was measured as the difference between the CGU’s

carrying amount and its recoverable amount.

The recoverable amount is the higher of value in use and fair value less costs of disposal.
Value in use is the estimated future cash flows, based on key assumptions including expected
growth rate, discounted to their present values using an appropriate discount rate that
reflects current market assessments of the time value of money and the risks specific to the
CGU. Where the actual future cash flows are less or more than expected, or there are
unfavourable changes in facts and circumstances which result in downward revision of the
estimated future cash flows for the purpose of determining the value in use, further
impairment loss or reversal of impairment loss may arise. The calculation of the fair value
less costs of disposal is based on available data from market rent and discounted to the net

present value of market rent less any costs to transform or restoration.

Further details of the impairment of property, plant and equipment are set out in note 12 to
the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES (Continued)
Estimation uncertainty (Continued)
Provision for inventories

Net realisable value of inventories (note 15) is based on estimated selling price less any
estimated costs to be incurred to completion and disposal with reference to prevailing market
information. The Group reviews an ageing analysis at the end of the reporting period, and
determines the provision for inventories by reference to the nature and condition of the
inventories, the marketability and estimated selling prices, the historical and current ageing
pattern of the inventories and the sales strategy of the Group. It could change significantly as
a result of changes in market conditions. If the actual net realisable values of inventories are
more or less than expected as a result of change in market condition, material reversal of or

provision for impairment loss may result.

As at 31 December 2022, the carrying amount of inventories was HK$29,373,000, net of
provision for inventories of HK$3,266,000 (2021: HK$34,401,000, net of provision for
inventories of HK$5,523,000). Reversal of provision for inventories amounted to
HK$2,257,000 (Period from 1 March 2021 to 31 December 2021: HK$1,607,000) was recognised
during the year ended 31 December 2022.

Pension and other retirement benefits

The determination of the Group’s obligation, fair value of plan assets and cost for defined
benefits is performed by an independent qualified professional actuary engaged by the
Group and is dependent on the selection of certain assumptions used by them in calculating
such amounts. Those assumptions include, among others, discount rates, expected returns on
plan assets, rates of salary and pension increase and the average remaining working life of
employees. In accordance with the Group’s accounting policy for pension obligations, actual
results that differ from the Group’s assumptions are recognised immediately in other
comprehensive income as and when they occur. While the Group believes that the actuary’s
assumptions are reasonable and appropriate, significant differences in the Group’s actual
experience or significant changes in the Group’s assumptions may materially affect its
pension and other retirement obligations. The carrying amount of pension scheme assets as
at 31 December 2022 was HK$23,160,000 (2021: HK$23,101,000).

Fair value of unlisted equity investments

The unlisted equity investments have been valued based on a market-based valuation
technique as detailed in note 31 to the consolidated financial statements. The valuation
requires the Group to determine the comparable public companies (peers), select the price
multiple and make estimates about the discount for lack of marketability. The Group
classifies the fair value of these investments as Level 3. The fair value of the unlisted equity
investments as at 31 December 2022 was HK$4,041,000 (2021: HK$30,453,000). Further details

are included in notes 13 and 18 to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES (Continued)
Estimation uncertainty (Continued)
Leases - Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in the lease, therefore, it uses
its incremental borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest
that the Group would have to pay to borrow over a similar term, and with a similar security,
the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar
economic environment. The IBR therefore reflects what the Group “would have to pay”,
which requires estimation when no observable rates are available (such as for subsidiaries
that do not enter into financing transactions) or when they need to be adjusted to reflect the
terms and conditions of the lease (for example, when leases are not in the subsidiary’s
functional currency). The Group estimates the IBR using observable inputs (such as market
interest rates) when available and is required to make certain entity-specific estimates (such
as the subsidiary’s stand-alone credit rating).

SEGMENT INFORMATION

Segment information is presented by way of two segment formats: (i) operating segments;
and (ii) geographical information.

The Group’s operating businesses are structured and managed separately, according to the
nature of their operations and the products and services they provide. Each of the Group’s
operating segments represents a strategic business unit that offers products and services
which are subject to risks and returns that are different from those of other operating
segments. Summary details of the operating segments are as follows:

(a) the department store operations segment consists of the operations of department
stores offering a wide range of consumer products;

(b)  the securities trading segment consists of the trading of Hong Kong and overseas
securities; and

(c)  the others segment mainly consists of the sub-lease of properties and the provision of
general and life insurances.

In determining the Group’s geographical information, revenues are attributed to the
segments based on the location of the operations.

Management monitors the results of the Group’s operating segments separately for the
purpose of making decisions about resource allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/(loss), which is a measure of
adjusted loss before income tax. The adjusted loss before income tax is measured consistently
with the Group’s loss before income tax except that certain interest income, unallocated
income/(expenses) and finance costs are excluded from such measurement.

Segment assets exclude gift receivable from Win Dynamic, pledged bank balances and
deposits and cash and bank balances as these assets are managed on a group basis.
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Operating segments

- these liabilities are managed on a group basis.

~ income and income from the provision of warehouse services, at an agreed rate.

{Segment liabilities exclude bank borrowings, other loans and loans from related parties as

"Inter-segment sales are transacted based on the direct costs incurred or in the case of rental

The following tables present revenue, loss and certain assets, liabilities and expenditure
information for the Group’s operating segments for the year ended 31 December 2022
and period from 1 March 2021 to 31 December 2021.

Department
store Securities
operations trading Others Eliminations Total
HK$'000 HKS$'000 HK$'000 HK$'000 HKS$'000
Year ended 31 December 2022
Segment revenue:
- Sales to external customers 146,174 (79) 41 - 146,516
- Inter-segment sales - - 31,973 (31,973) -
- Other income and gains, net 1,224 972 2 - 2,198
Total 147,398 893 32,396 (31,973) 148,714
Segment results (35,150) (2,552) (18,182) - (55,884)
Interest income and unallocated other income
and gains, net 16,613
ECL allowance on other receivables (582)
Finance costs (other than interest
on lease liabilities) (22,375)
Loss before income tax (62,228)
Income tax expense (23)
Loss for the year (62,251)
As at 31 December 2022
Segment assets 131,394 8,231 218,177 (31,973) 325,829
Unallocated assets 356,865
Total assets 682,694
Segment liabilities 121,095 4,617 9,999 (31,973) 103,738
Unallocated liabilities 404,037
Total liabilities 507,775
Year ended 31 December 2022
Other segment information:
- Depreciation 38,821 - 7,785 - 46,606
- Capital expenditure of property,
plant and equipment 2,824 - - - 2,824
- Reversal of provision for inventories (2,257) - - - (2,257)
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For the year ended 31 December 2022 =

4q. SEGMENT INFORMATION (Continued)

(@) Operating segments (Continued)

Department
store  Securities
operations trading Others  Eliminations

HK$'000 HK$'000 HK$000 HK$000 HKS

Period from 1 March 2021 to 31 December 2021

Segment revenue:
— Sales to external customers 139,226 203 631 -
- Inter-segment sales - 28,511 (28,511)
- Other income and gains, net 45 3,171 172 -

Total 139,271 3,374 29,314 (28,511)

Segment results (63,160) (2,949) (1,207) -
Interest income and unallocated other income
and gains, net
ECL allowance on other receivables
Finance costs (other than interest on lease
liabilities)

Loss before income tax
Income tax expense

Loss for the period

As at 31 December 2021
Segment assets 192,777 10,174 223,901 (28,511)
Unallocated assets

Total assets

Segment liabilities 183,858 4,585 10,049 (28,511)
Unallocated liabilities

Total liabilities

Period from 1 March 2021 to 31 December 2021
Other segment information:
- Depreciation 40,965
- Impairment of property, plant and
equipment 1,656 = 344 =
- Capital expenditure of property,
plant and equipment 63,826 = = =
- Gain on disposal of property, plant and
equipment ) = = =
- Reversal of provision for inventories (1,607) = - - :
- Bad debts written off 5 = = -

5,287 -
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For the year ended 31 December 2022

EGMENT INFORMATION (Continued)

Geographical information

The following tables present revenue and non-current asset information.

United
Hong Kong Kingdom Others Eliminations Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Year ended 31 December 2022

Segment revenue:

— Sales to external customers 146,330 196 (10) - 146,516
As at 31 December 2022
Non-current assets 221,155 - - - 221,155

Period from 1 March 2021 to 31

December 2021
Segment revenue:

- Sales to external customers 139,807 181 72 - 140,060
As at 31 December 2021
Non-current assets 266,412 - - - 266,412

The non-current asset information above is based on the locations of the assets and
includes property, plant and equipment and other assets.

Information about major customers

For the year ended 31 December 2022 and period from 1 March 2021 to 31 December
2021, as no revenue derived from an individual customer of the Group has accounted
for over 10% of the Group’s total revenues, no information about major customers is
presented under HKFRS 8 “Operating Segments”.
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5.  REVENUE, OTHER INCOME AND GAINS, NET

(a) Revenue

Year ended
31 December

2022 :
HK$'000 HK$'0C
Revenue from contracts with customers et
Sale of goods — own goods 108,769 e 1
Income from counter and consignment sale 37,405
Revenue from other sources
Net realised (losses)/gains on securities trading (79)
Rental income 421
146,516 140,0€

Revenue from contracts with customers

(i)

(ii)

Disaggregated revenue information

and are derived from Hong Kong.

Performance obligations

Sale of goods — own goods
For the sale of goods, revenue is recognised when control of the good-
transferred, being at the point the customer purchases the goods a Y
department stores. Payment of the transaction price is due immediately a
point the customer purchases the goods.

Income from counter and consignment sale R
For income from counter and consignment sale, the counters and consignor:s
pay the commission income based on a certain percentage of sales in accorda
with the terms of contracts. The Group receives the entire sales proceeds
ultimate customers on behalf of the counters and consignors and reimburses
sales proceeds back to counters and consignors after deducting the commi

income.
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For the year ended 31 December 2022

. REVENUE, OTHER INCOME AND GAINS, NET (Continued)

R ()

Revenue (Continued)

Revenue from contracts with customers (Continued)

(ii)

Performance obligations (Continued)

Provision for loyalty points programme

The performance obligation is satisfied upon utilisation of loyalty points. The
Group allocated a portion of the transaction prices to the loyalty programme
which is based on the relative stand-alone selling price. The transaction price of
HK$1,321,000 (2021: HK$2,119,000) was allocated to the remaining performance
obligations as at 31 December 2022 which are expected to be recognised as
revenue within one year. The contract liabilities decreased during the year ended
31 December 2022 because more loyalty points were utilised or expired.

The following table shows the amounts of revenue recognised in the current
reporting period that were included in the contract liabilities at the beginning of
the reporting period and recognised from performance obligations satisfied in
previous periods:

Period from

1 March
Year ended 2021 to
31 December 31 December
2022 2021
HK$’000 HK$’000
Revenue recognised that was included in contract
liabilities at the beginning of the reporting
period:
— Loyalty points programme 2,119 730
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For the year ended 31 December 2022 i

5.  REVENUE, OTHER INCOME AND GAINS, NET (Continued)

(b) Other income and gains, net

Year ended 7
31 December 31 Decem

2022
HK$’000
Bank interest income 447
Imputed interest income on gift receivable from
Win Dynamic (note 36) 16,113
Other interest income from financial assets at FVTPL 32
Dividends from financial assets at FVTPL 940
Gain on disposal of property, plant and equipment -
Gain on deregistration of an associate -
Foreign exchange gains/(losses), net 52
Reversal of provision of reinstatement 1,033
Others 194
18,811
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For the year ended 31 December 2022

FINANCE COSTS

' -___ES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Period from

1 March
Year ended 2021 to
31 December 31 December
2022 2021
HK$’000 HK$’000
Interest charges on:

- —bank borrowings 4,381 2,098
" _ lease liabilities (note 20) 5,393 7,099
~ — other loans 55 5,288
~—loan from a fellow subsidiary 5,996 9,365
;’4 loan from immediate holding company 5,197 1,869

—loan from a related company 6,746 =
27,768 25,719

Period from

1 March

Year ended 2021 to

31 December 31 December

2022 2021

4] HK$'000 HK$'000
ost of inventories sold 66,832 67,515
‘Reversal of provision for inventories (2,257) (1,607)
ost of sales 64,575 65,908
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7. LOSS BEFORE INCOME TAX (Continued)

Year ended
31 December

2022
HK$’000
Employee benefit expenses, excluding directors” and chief
executive’s remunerations (note 11):
— Wages and salaries 38,849
— Pension contributions, including pension cost for a
defined benefit plan of HK$217,000 (Period from
1 March 2021 to 31 December 2021: HK$1,008,000)
(note (a)) 1,516
Less: government grants (note (b)) (3,703)
36,662
Depreciation 46,606
Auditor’s remuneration 2,080
Bad debts written off -
ECL allowance on other receivables (note 14) 582
Other charges in respect of rental premises 19,778

Lease payments not included in the measurement of lease

liabilities (note 20(c)) 1,396
Impairment of property, plant and equipment (note (c)) -
Gain on disposal of property, plant and equipment (note 5(b)) -
Gain on deregistration of an associate (note 5(b)) -
Net realised losses/(gains) on securities trading (note 5(a)) 79
Foreign exchange (gains)/losses, net (note 5(b)) (52)
Loss on termination of a lease, including final settlement of

HK$Nil (Period from 1 March 2021 to 31 December 2021:

HK$5,300,000) and set off of reinstatement cost of

HK$Nil (Period from 1 March 2021 to 31 December 2021:

HK$493,000) (note (c) and 20) -

Covid-19-related rent concessions from lessors (note 20) (720)
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) TES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

(a) As at 31 December 2022, the Group had no forfeited contributions available to reduce its
contributions to the pension schemes in future years (2021: Nil).

~ (b)  During the year ended 31 December 2022, government grants from Hong Kong government’s
employment support scheme of HK$2,757,000 and HK$946,000 were included in “Selling and
distribution expenses” and “General and administrative expenses”, respectively, on the face of
the consolidated income statement. There are no unfulfilled conditions or contingencies relating
to these grants.

(¢)  Amounts are included in “Other operating expenses, net” on the face of the consolidated income
statement.

' INCOME TAX EXPENSE

No provision for Hong Kong Profits Tax had been made as there were no assessable profits

Period from

1 March
Year ended 2021 to
31 December 31 December
2022 2021
HK$’000 HK$000

. urrent tax
- - Hong Kong _ _
- Elsewhere 23 15
23 15
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT

--qt L.

For the year ended 31 December 2022 d}" : b .

INCOME TAX EXPENSE (Continued)
A reconciliation of the tax expense applicable to loss before income tax at the statutory'“-
for the locations in which the Company and the majority of its subsidiaries are domiciled
the tax expense at the effective tax rates is as follows:

Period fr
1 Ma
Year ended 20;
31 December 31 Decer
2022 .
HKS$’000 HK$000
Loss before income tax (62,228) (7
Tax at the statutory tax rates (10,275)
Income not subject to tax (4,380) (. 38,
Expenses not deductible for tax 2,126
Tax losses not recognised 13,262 '1_' )¢
Others (710) (1,500
23

subsidiaries have been loss-making for some time.

DIVIDENDS

The Board did not recommend the payment of any dividend for the year ended 31 Dece:
2022 and period from 1 March 2021 to 31 December 2021.

The Sincere Company Limited @ Annual Report 2022



For the year ended 31 December 2022

LOSS PER SHARE ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY

~ The calculation of the basic loss per share is based on the loss for the year ended 31
December 2022 of HK$59,038,000 attributable to equity holders of the Company and the
weighted average number of ordinary shares of 1,313,962,560 in issue throughout the year.

The calculation of the basic loss per share is based on the loss for the period from 1 March
2021 to 31 December 2021 of HK$75,880,000 attributable to equity holders of the Company
.' and the weighted average number of ordinary shares of 1,246,723,956. The weighted average
" number of ordinary shares in issue used in the basic loss per share calculation for the period
from 1 March 2021 to 31 December 2021 has been adjusted to reflect the number of treasury
~ shares of 67,238,604 held by the Company’s subsidiaries during the period.

Diluted loss per share is the same as basic loss per share as the Group had no potentially
- dilutive ordinary shares in issue during the year ended 31 December 2022 and period from 1
March 2021 to 31 December 2021.

REMUNERATIONS OF THE DIRECTORS AND CHIEF EXECUTIVE AND THE
- FIVE HIGHEST PAID INDIVIDUALS

~ Directors’ and chief executive’s remunerations for the year/period, disclosed pursuant to the
Listing Rules, section 383(1) of the Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation, is as follows:

Period from

1 March

Year ended 2021 to

31 December 31 December

2022 2021

HK$’000 HK$’000

Fees 684 640
Other emoluments:

— Salaries, allowances and other benefits - 2,349

684 2,989
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NOTES TO THE CONSOLIDATED FINANCIAL STATEME NT

For the year ended 31 December 2022

11.

FIVE HIGHEST PAID INDIVIDUALS (Continued)

Salaries,
allowances
and other Pension
Fees benefits contributions Total
HK$’000 HK$’000 HK$’000 HK$’000
Year ended 31 December 2022
Executive directors
Dr. Lin - - -
Madam Su* - - -
Dr. Yu Lai - - -
Non-executive director
Dr. Tai Tak Fung 216 - -
Independent non-executive directors
Mr. Yu Leung Fai 156 - -
Mr. Yuan Baoyu 156 - -
Mr. Chung Chun Hung Simon 156 - -
468 - -
684 - _
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For the year ended 31 December 2022

~ FIVE HIGHEST PAID INDIVIDUALS (Continued)

'I‘-‘O TO THE CONSOLIDATED FINANCIAL STATEMENTS

::'-REMUNERATIONS OF THE DIRECTORS AND CHIEF EXECUTIVE AND THE

Salaries,
allowances
and other Pension
Fees benefits contributions Total
HK$'000 HK$'000 HK$'000 HK$'000
~ Period from 1 March 2021 to
31 December 2021
2 - Executive directors
. : - Dr. Lin (appointed on 9 June 2021) - - - -
~ Madam Su* (appointed on 9 June 2021) - - - -
~ Dr. Yu Lai (appointed on 9 June 2021) - - - -
- Mr. Chan Chu Kin (appointed on 9 June
2021 and resigned on 10 August 2021) - - - -
- Mr. Philip K H Ma (“Mr. Philip Ma”)**
(re-designated on 11 June 2021) - - - -
~ Non-executive directors
Dr. Tai Tak Fung
(appointed on 9 June 2021) 121 - - 121
Mr. Charles M W Chan
~ (resigned on 4 June 2021) 28 13 - 41
~ Mr. Philip Ma** (re-designated on 11 June
2021 and resigned on 1 July 2021) 67 2,262 - 2,329
216 2,275 - 2,491
: Independent non-executive directors
Mr. Yu Leung Fai
(appointed on 9 June 2021) 88 - - 88
Mr. Yuan Baoyu (appointed on 9 June 2021) 88 = = 88
Mr. Chung Chun Hung Simon
(appointed on 9 June 2021) 88 = = 88
Mr. King Wing Ma
- (resigned on 1 July 2021) 37 17 = 54
Mr. Eric K Lo (resigned on 15 July 2021) 41 19 = 60
Mr Peter Tan (resigned on 15 July 2021) 41 19 - 60
‘Mr. Anders W L Lau
(resigned on 15 July 2021) 41 19 - 60
424 74 - 498
640 2,349 - 2,989
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11.

For the year ended 31 December 2022

REMUNERATIONS OF THE DIRECTORS AND CHIEF EXECUTIVE AND TH -
FIVE HIGHEST PAID INDIVIDUALS (Continued)

* Madam Su has been appointed as the chief executive of the Company with effect from 11 ]u'ﬁ ,
2021.

** Mr. Philip Ma has ceased to act as the chief executive of the Company with effect from 11 June
2021.

services to the Company and its subsidiaries. No apportionment has been made as t”_' _
directors consider that it is impracticable to apportion this amount between their services to
the Group and their services to the Company’s immediate holding company.

2022 (Period from 1 March 2021 to 31 December 2021: Nil).
There was no arrangement under which a director or the chief executive waived or agreec_l.-'.t ;
waive any remuneration during the year/period.

2021 to 31 December 2021: the five highest paid individuals included one director of

Company and his remuneration is included in the directors’ and chief executive

2021: four) highest paid individuals, analysed by nature thereof and designated band, is set
out below: o

Period fro

1 Marcl]

Year ended 2021 t

31 December 31 Decembe

2022 2021

HK$’000 HK$’00

Salaries, allowances and other benefits 6,870 2,445
Pension contributions 63

6,933 2,49

Period fr

1 Mar

Year ended 2021
31 December 31 Decembe

2022 20

Emolument bands:

Nil - HK$1,000,000 4
HK$1,000,001 — HK$1,500,000 -
HK$4,000,001 - HK$4,500,000 1
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For the year ended 31 December 2022

PROPERTY, PLANT AND EQUIPMENT

) _:S TO THE CONSOLIDATED FINANCIAL STATEMENTS

Owned assets Right-of-use assets
Furniture,
fixtures,
equipment
and motor Leasehold Leasehold
Buildings ~ vehicles  improvements Total land  Buildings Total Total
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
or valuation
t 1 January 2022 22,799 17,894 58,159 98,852 167,201 286,441 453,642 552,494
Additions - 276 1162 1438 - - - 1438
dification of leases - - - - - 1,386 1,386 1,386
mination of leases - - - - - (9T (976 (29756)
Write off - m (18465 (20,493) - - - (049)
ovaluation adjustment (1m - - ) (1,298) - (1,298) (1,475)
eversal upon revaluation (903) - - (903) (6,622) - (6,622) (7,525)
A sat 31 December 2022 21,719 16,140 40,856 78,715 159,281 258,071 417,352 496,067
Accumulated depreciation and
pairment
li January 2022 - 17,827 58,082 75,909 - 212,594 212,594 288,503
eciation 903 36 290 1,229 6,622 38,755 45,377 46,606
mination of leases - - - - - (29,756) (29,756) (29,756)
off - (2,030) (18,465) (20,495) - - - (20,495)
ersal upon revaluation (903) - - (903) (6,622) - (6,622) (7,525)
1 December 2022 - 15,833 39,907 55,740 - 221,593 221,593 277,333
Net carrying amount
31 December 2022 21,719 307 949 2975 159,281 36,478 195,759 218,734
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT

4 .

For the year ended 31 December 2022 "' L!_

PROPERTY, PLANT AND EQUIPMENT (Continued)

Owned assets Right-of-use assets
Furniture,
fixtures,
equipment
and motor Leasehold Leasehold
Buildings ~ vehicles  improvements Total land  Buildings Total
HK$'000  HK$'000 HK$000  HK$000 ~ HK§'000  HK$000  HK$'000
Cost or valuation
As at 1 March 2021 20,703 18,596 73,006 112,305 151,826 256,200 408,026
Additions - 81 - 81 - - -
Modification of leases - - - - - 63,745 63,745
Termination of leases - - - - - (33,504) (33,504)
Write off - (783) (14,847) (15,630) - - -
Revaluation adjustment 272 - - 27 19,964 - 19,964
Reversal upon revaluation (626) - - (626) (4,589) - (4,589)
As at 31 December 2021 2,79 17,894 58,159 98,852 167,201 266,441 453,642

Accumulated depreciation and

impairment

As at 1 March 2021 - 18,596 7291 91,507 - 197,775 197,775
Depreciation 626 6 18 650 4589 41,013 45,602
Impairment - 8 - 8 - 1,992 1,992
Termination of leases - - - - - (28,186) (28,186)
Write off - (783) (14,847) (15,630) - - -
Reversal upon revaluation (626) - - (626) (4,589) - (4,589)
As at 31 December 2021 - 17,827 58,082 75,909 - 212,594 212,594
Net carrying amount

As at 31 December 2021 22,79 67 77 2943 167,201 73,847 241,048

If the leasehold land and buildings were stated on the historical cost basis, the net cart
amount would be as follows:

As at
31 December 31 Dece
2022 2
HK$’000 HKS$’
Cost 50,769 5
Accumulated depreciation (28,259) (2
Net carrying amount 22,510 2

As at 31 December 2022, the Group’s leasehold land and owned buildings with an aggre
carrying amount of HK$181,000,000 (2021: HK$190,000,000) were pledged as security fo
bank borrowings granted to the Group (note 23(a)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.

For the year ended 31 December 2022

PROPERTY, PLANT AND EQUIPMENT (Continued)
Impairment assessment of property, plant and equipment

Management identified certain stores which continued to underperform and estimated the
recoverable amounts of these stores, where each of these is a separate CGU. The recoverable
amount of each CGU has been determined based on value in use or fair value less costs of

disposal, whichever is higher.

Based on the value in use calculation, the carrying amounts of owned assets and certain
right-of-use buildings were written down by HK$Nil and HK$Nil during the year ended 31
December 2022 (Period from 1 March 2021 to 31 December 2021: HK$8,000 and HK$822,000),
respectively. As at 31 December 2022, the aggregate recoverable amount of these owned
assets and right-of-use buildings was HK$61,674,000 (2021: HK$100,318,000). The estimate of
the recoverable amount of each CGU was determined by applying a discount rate of 10.9%
(2021: 10.7%) to the cash flow projections.

In addition, management also estimated the recoverable amounts of certain right-of-use
buildings by using fair value less costs of disposal based on valuations performed by the
independent qualified professional valuers, Castores Magi (Hong Kong) Limited and Valtech
Valuation Advisory Limited. Based on the fair value less costs of disposal of these
right-of-use buildings, the carrying amounts of these right-of-use buildings were written
down by HK$Nil (Period from 1 March 2021 to 31 December 2021: HK$1,170,000) during the
year ended 31 December 2022. The fair value measurement was categorised under Level 3. As
at 31 December 2022, the aggregate recoverable amount of these right-of-use buildings was
HK$23,765,000 (2021: HK$10,382,000).

Below is a summary of the valuation technique used and the key inputs to the valuations of

right-of-use buildings:

Valuation technique Significant unobservable input Range
Discounted cash flow Estimated rental value HK$44 to HK$66
method (per square feet and per month) (2021: HK$30 to HK$69)
Discount rate 10.4% (2021: 9.6%)

Revaluation of leasehold land and owned buildings

Management determined that the leasehold land and owned buildings constitute a separate

class of property, plant and equipment, based on the nature, characteristics and risks of the
property.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12.

For the year ended 31 December 2022

PROPERTY, PLANT AND EQUIPMENT (Continued)
Revaluation of leasehold land and owned buildings (Continued)

The Group’s leasehold land and owned buildings were revalued based on valuations
performed by an independent qualified professional valuer, B.I. Appraisals Limited, at
HK$181,000,000 on 31 December 2022 (2021: HK$190,000,000). The valuations were based on
comparable market transactions and evidence and considered adjustments to reflect
differences in transaction timing, location and tenure. Deficit on revaluation of HK$1,475,000
(Period from 1 March 2021 to 31 December 2021: surplus of HK$22,686,000) resulting from
the above revaluations was recognised in other comprehensive income during the year ended
31 December 2022.

The Group appoints an external valuer to be responsible for the external valuations of the
Group’s properties. Selection criteria include market knowledge, reputation, independence
and whether professional standards are maintained. The Group discusses with the valuer on
the valuation assumptions and valuation results when the valuations are performed for
financial reporting. In estimating the fair value of the leasehold land and owned buildings,

the highest and best use of the leasehold land and owned buildings is their current use.

The fair values of the Group’s leasehold land and owned buildings as at 31 December 2022
and 2021 were estimated by using significant unobservable inputs and the fair value

measurement was categorised under Level 3.
Reconciliation of carrying amounts and fair values of leasehold land and owned buildings:
Owned Leasehold

buildings land Total
HK$’000 HK$’000 HK$’000

As at 1 March 2021 20,703 151,826 172,529
Depreciation (626) (4,589) (5,215)
Surplus on revaluation as at 31 December 2021 2,722 19,964 22,686
As at 31 December 2021 and 1 January 2022 22,799 167,201 190,000
Depreciation (903) (6,622) (7,525)
Deficit on revaluation as at 31 December 2022 (177) (1,298) (1,475)
As at 31 December 2022 21,719 159,281 181,000

The Sincere Company Limited @ Annual Report 2022



. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

- PROPERTY, PLANT AND EQUIPMENT (Continued)
Revaluation of leasehold land and owned buildings (Continued)

- Below is a summary of the key inputs to the valuations of leasehold land and owned
- buildings:

- Leasehold land and Range
owned buildings held Significant As at As at
- by the Group unobservable input 31 December 2022 31 December 2021
- Industrial property in Hong Kong Adopted price per square feet 6,200 to 6,700 6,500 to 7,100
(As at 31 December 2022: determined based on

HK$177,200,000 (As at 31 December comparable transactions (HK$)
2021: HK$185,800,000))

Adjusting factors for variable 78% to 86% 82% to 90%

conditions and locations

- 2 car parking spaces in Hong Kong Adopted price per bay 1,500 to 2,600 1,700 to 2,600
- (Asat 31 December 2022: determined based on

HK$3,800,000 (As at 31 December comparable transactions
~ 2021: HK$4,200,000)) (HK$'000)
Adjusting factors for variable 84% to 93% 86% to 94%

conditions and locations

As at As at

31 December 31 December

2022 2021

HK$’000 HK$000

Equity investments at FVTOCI 4,041 3,807

The above equity investments were irrevocably designated at FVTOCI as the Group considers
these investments to be strategic in nature.
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14.

As at
31 December 31 Decemb:
Notes 2022 :
HKS$'000 HK$00¢
Gift receivable from Win Dynamic 36 175,428 159', 15
Prepayments, deposits and other receivables (a) 42,537 36 k
Other assets (b) 4,421
Less: ECL allowance (c), 36 (1,027)
221,359 199,5
Less: amount classified as current portion (33,771) (2_7 i
Amount classified as non-current portion 187,588 1721

Notes:

(a)

Prepayments, deposits and other receivables

Included in prepayments, deposits and other receivables are mainly rental deposits
HK$31,939,000 (2021: HK$32,640,000), amounts due from credit card companies related to sal
settled by customers using credit cards of HK$1,546,000 (2021: HK$1,086,000) and pi‘
interest of loan from a related company of HK$7,332,000 (2021: Nil). :

The ageing of the amounts due from credit card companies at the end of the reporting peric
based on the invoice date, is within one month. An impairment analysis is performed at e
reporting date by considering the probability of default of comparable companies with publis
credit ratings. In the situation where no comparable companies with credit ratings can
identified, ECL are estimated by applying a loss rate approach with reference to the his"c_
loss record of the Group. The loss rate is adjusted to reflect the current conditions and for: -' st
of future economic conditions, as appropriate. As at 31 December 2022 and 2021, the G up
estimated the loss rate of the other receivables to be minimal and no impairment was made.
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(b) Other assets
Other assets represented investments in club debentures which were classified as intangible
assets of HK$2,421,000 (2021: HK$2,421,000) and financial assets at FVTPL of HK$2,000,000 (2021:
HK$2,000,000). The intangible assets are regarded as having indefinite useful lives and are stated

at cost less any impairment losses. During the year ended 31 December 2022, no impairment loss
was recognised (Period from 1 March 2021 to 31 December 2021: Nil).

Certain club debentures were classified as financial assets at FVTPL as their contractual cash
flows are not solely payments of principal and interest. The fair value of these club debentures is
based on the quoted market price from the respective club.

= (o) ECL allowance

Further details are disclosed in note 32 to the consolidated financial statements.

- INVENTORIES
b As at As at
L
31 December 31 December
2022 2021
HK$’000 HK$’000
~ Finished goods 29,373 34,401

- During the year ended 31 December 2022, the Group reversed HK$2,257,000 (Period from 1
lMarch 2021 to 31 December 2021: HK$1,607,000) of inventories write down made in previous
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENf: t

16.

17.

For the year ended 31 December 2022 o

FINANCIAL ASSETS AT FVTPL

As at As at

31 December 31 December *

2022 20:
HKS$’000 HK$'0(
Listed investments, at fair value 2,181 3',%1,.
Other investments, at quoted price 1,382 '2,-3,& e
3,563 5, 74108

The above investments as at 31 December 2022 and 2021 were classified as financial asseté i
FVTPL as they were held for trading.

At the end of the reporting period, investments held for trading with an aggregate fair Va;' {

of HK$2,181,000 (2021: HK$3,432,000) were pledged as security for the bank borrowing
granted to the Group (note 23(a)). 1

CASH AND BANK BALANCES

As at As
31 December 31 Decemb:
2022 AU
HK$'000 HK$’
Cash on hand and at banks 98,188 54,09:

Renminbi (“RMB”) amounted to HK$497,000 (2021: HK$916,000). RMB is not freel
convertible into other currencies, however, under Mainland China’s Foreign Excha
Control Regulations and Administration of Settlement and Sale and Payment of Fore

-

Exchange Regulations, the Group is permitted to exchange RMB for other currencies throu
banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short-te

time deposit rates. The bank balances and time deposits are deposited with creditwo
banks with no recent history of default.
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'I‘-‘O TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

' ~ ASSET CLASSIFIED AS HELD FOR SALE

As at As at

31 December 31 December

2022 2021

HK$’000 HK$’000

- Unlisted investment - 26,646

' The Group has entered into a sale and purchase agreement with an independent third party
- to dispose one of the unlisted investments of total shares of 12,202,422 in January 2022. The
Group has completed the disposal of 3,979,764 shares at a consideration of New Taiwan

" Dollars (“TWD”) 33,629,000 (equivalent to HK$9,377,000) on 14 February 2022 and 8,222,658
~ shares at a consideration of TWD69,482,000 (equivalent to HK$18,239,000) on 25 July 2022,
respectively.

~ Such unlisted investment, which previously classified as equity investments at FVTOCI, was
reclassified to asset classified as held for sale as at 31 December 2021 and presented
~ separately in the consolidated statement of financial position.

. CREDITORS

~ An ageing analysis of the creditors at the end of the reporting period, based on the invoice
date, is as follows:

As at As at

31 December 31 December

2022 2021

HK$’000 HK$’000

‘| _Current — 3 months 25,425 33,377
- 4 — 6 months 378 348
7 — 12 months 280 383
Over 1 year 1,760 1,449
27,843 35,557
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT

20.

4 .

For the year ended 31 December 2022 "' L!_

LEASES

The Group as a lessee

upfront to acquire the leasehold land from the owner with a lease period of 55 years, and
ongoing payments will be made under the terms of these land leases. Leases of stores genera il
have lease terms between 0.75 and 3 years (2021: between 0.42 and 9 years). There are severa
lease contracts that include extension and termination options and variable lease payments.

(a)  Right-of-use assets

(b) Lease liabilities

as follows:
Year ended
31 December
2022 _
HK$’000 HK$'C
At the beginning of the year/period 94,415 114
Accretion of interest recognised during
the year/period (note 6) 5,393 :
Payments (60,917) (76,3
Modification of leases (note 12) 1,386
Termination of leases -
Covid-19-related rent concessions from lessors (note 7) (720)
At the end of the year/period 39,557
Analysed into:
— Within one year 28,718
— In the second to fifth years, inclusive 10,839
Carrying amount at the end of the year/period 39,557
Less: current portion (28,718) (54
Non-current portion 10,839
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DTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

- LEASES (Continued)

- The Group as a lessee (Continued)

W

Lease liabilities (Continued)

The maturity analysis of lease liabilities is disclosed in note 32 to the consolidated

financial statements.

As at 31 December 2022, lease liabilities amounted to HK$39,557,000 (2021:
HK$94,415,000) are effectively secured by the related underlying assets as the rights to
the leased assets would be reverted to the lessors in the event of default by repayment

by the Group.

Amounts recognised in the consolidated income statement

The amounts charged/(credited) in the consolidated income statement in relation to

leases are as follows:

Period from

1 March
Year ended 2021 to
31 December 31 December
2022 2021
HK$’000 HK$'000
Interest on lease liabilities (note 6) 5,393 7,099
Depreciation of right-of-use assets (note 12) 45,377 45,602
Impairment of right-of-use assets (note 12) - 1,992
Loss on termination of a lease, including final
settlement of HK$Nil (Period from 1 March 2021 to 31
December 2021: HK$5,300,000) and set off of
reinstatement cost of HK$Nil (Period from 1 March
2021 to 31 December 2021: HK$493,000) (note 7) - 2,860
Expense relating to short-term leases - 2
Variable lease payments not included in the
measurement of lease liabilities (included in selling
and distribution expenses) 1,396 2,183
Covid-19-related rent concession from lessors (note 7) (720) (6,997)
51,446 52,741
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

20.

For the year ended 31 December 2022

LEASES (Continued)
The Group as a lessee (Continued)
(d)  Total cash outflow

The total cash outflow for leases are disclosed in note 27(b) to the consolidatec

financial statements.

(e)  Details of the lease activities

As at 31 December 2022 and 2021, the Group has entered into the following leases foz '

stores.

Type of Financial statements Range of

right-of-use  item of right-of-use  Number of  remaining lease

asset asset included in lease term Particular

Stores Buildings under 3(2021:4) 0.2 to 2 years * No option to renew the f se
right-of-use assets in (2021:0.45t0 3 after the end of the contract
“Property, plant and years) _
equipment” ¢ One of the contracts contain

sales turnover exceeds :"".'_"
monthly basic rent of each
calendar month

The Group as a lessor L

k
The Group sub-leases certain area of certain premises under operating lease arrangeme:

terms of the leases generally also require the tenants to pay security deposits.

Rental income recognised by the Group during the year ended 31 December 2022
HK$421,000 (Period from 1 March 2021 to 31 December 2021: HK$631,000), details of w
are included in note 5(a) to the consolidated financial statements. As at 31 December l;
the undiscounted sub-lease payments of HK$Nil (2021: HK$90,000) receivable by the Gr

in the future periods under non-cancellable operating lease with the tenant are within

year.
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| ‘TEs TO THE CONSOLIDATED FINANCIAL STATEMENTS

R ’*h : For the year ended 31 December 2022

1. INSURANCE CONTRACTS LIABILITIES

o~ g (a) Life insurance contracts liabilities

As at As at
31 December 31 December
Notes 2022 2021
HK$’000 HK$’000
Life reserve (i) 1,026 1,046
Provision for claims (ii) 128 128
1,154 1,174
Notes:
@) Life reserve is analysed as follows:
Period from
1 March
Year ended 2021 to
31 December 31 December
2022 2021
HK$’000 HK$’000
At the beginning of the year/period 1,046 1,078
Decrease in the year/period (20) (32)
At the end of the year/period 1,026 1,046

(ii)  During the year ended 31 December 2022 and period from 1 March 2021 to 31 December
2021, there were no movements of the provision for claims of life insurance contracts.

(b) Terms and conditions

The principal risk the Group faces under insurance contracts is that the actual claims
and benefit payments or the timing thereof differ from expectations. This is influenced
by the frequency of claims, severity of claims, actual benefits paid and subsequent
development of long-term claims. Therefore, the objective of the Group is to ensure
that sufficient reserves are available to cover these liabilities.

I Life insurance contracts offered by the Group are whole life contracts. Whole life

contracts are conventional regular premium products when lump sum benefits are

payable on death or permanent disability.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21.

For the year ended 31 December 2022

INSURANCE CONTRACTS LIABILITIES (Continued)

(b)

(0

Terms and conditions (Continued)

The main risk that the Group is exposed to is mortality risk — risk of loss arising due to
policy holder death experience being different than expected. This risk does not vary
significantly in relation to the location of the risk insured by the Group, type of risk

insured or industry.

For contracts for which death or disability is the insured risk, the significant factors
that could increase the overall frequency of claims are epidemics, widespread changes

in lifestyle and natural disasters, resulting in earlier or more claims than expected.

Key assumptions

Material judgment is required in determining the liabilities and in the choice of
assumptions. Assumptions in use are based on past experience, current internal data,
external market indices and benchmarks which reflect current observable market prices
and other published information. Assumptions and prudent estimates are determined
at the date of valuation and no credit is taken for possible beneficial effects of
voluntary withdrawals. Assumptions are further evaluated on a continuous basis in

order to ensure realistic and reasonable valuations.

The key assumptions to which the estimation of liabilities is particularly sensitive are

as follows:

Mortality rates

Assumptions are based on standard industry and national tables, according to the type
of contract written and the territory in which the insured person resides. They reflect
recent historical experience and are adjusted when appropriate to reflect the Group’s
own experiences. An appropriate, but not excessive, prudent allowance is made for
expected future improvements. Assumptions are differentiated by sex, underwriting

class and contract type.

An increase in rates will lead to a larger number of claims (and claims could occur
sooner than anticipated), which will increase the expenditure and reduce profits for the

shareholders.

Discount rates

Life insurance liabilities are determined as the sum of the discounted value of the
expected benefits and future administration expenses directly related to the contract,
less the discounted value of the expected theoretical premiums that would be required
to meet these future cash outflows. Discount rates are based on current industry risk

rates, adjusted for the Group’s own risk exposure.
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(c) Key assumptions (Continued)

Discount rates (Continued)

therefore reduce profits for the shareholders.

' -___ES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A decrease in the discount rate will increase the value of the insurance liability and

d DEPOSITS, ACCRUED EXPENSES AND OTHER PAYABLES
] As at As at
31 December 31 December
2022 2021
HK$’000 HK$'000
22,387 23,797
Deposits received 789 901
Interest payables 1,992 -
rovision for staff cost 914 1,063
’rovision for reinstatement costs 7,764 10,955
33,846 36,716
Less: amount classified as current portion (26,726) (32,053)
7,120 4,663
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For the year ended 31 December 2022

PARTIES
(@) Bank borrowings -
As at 31 December 2022 As at 31 December 2021 =
Effective Effective
interest interest
rate  Maturity rate  Maturity :
% HK$000 % HK
Hong Kong
Interbank
Offered
Rate
(“HIBOR”)
Secured bank + HIBOR +
borrowings 1.5 2023 140,979 15 2022 14 50
As at L
31 December 31 Decel ber
2022
HK$’000 HKS$
Analysed into:
— Within one year or on demand 140,979 144,5

Bill payables of HK$18,979,000 (2021: HK$22,508,000) with the effective interest rat

HIBOR plus 1.5% (2021: HIBOR plus 1.5%) are included in bank borrowings. Tt

maturity dates of bill payables are normally with 120 days (2021: 120 days).

secured by:

(i)  the pledge of the Group’s bank balances and time deposits of HK$84,2-
(2021: HK$102,153,000); '

(ii)  the pledge of the Group’s marketable securities with an aggregate fair val
HK$2,181,000 (2021: HK$3,432,000) (note 16); and

(iii) the mortgages over the Group’s leasehold land and owned buildings wi

aggregate carrying amount of HK$181,000,000 (2021: HK$190,000,000) (note
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For the year ended 31 December 2022

As at As at

31 December 31 December

2022 2021

HK$’000 HK$"000

Other loans 2,795 2,740
Less: amount repayable within one year or on demand

and classified as current portion (2,247) (2,203)

Amount classified as non-current portion 548 537

Analysed into:

— Within one year or on demand 2,247 2,203

— In the second year 548 537

2,795 2,740

As at 31 December 2022, the other loans are unsecured, bear interest at 2% (2021: 2%)
per annum and repayable on demand, except for an amount of HK$548,000 (2021:
HK$537,000) which is not repayable in the next 12 months after the end of the reporting
period.
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For the year ended 31 December 2022

23. BANK BORROWINGS, OTHER LOANS AND LOANS FROM RELATED
PARTIES (Continued)

(o)

Loan from a fellow subsidiary

On 10 May 2021, Realord Finance Limited (“Realord Finance”), a wholly-owned
subsidiary of Realord entered into a loan facility agreement with the Company,
pursuant to which Realord Finance had agreed to provide a loan up to HK$152,000,000
(the “Realord Loan”), which bore interest at 10% per annum, was repayable 12 months
after drawdown and subject to Realord Finance’s right to demand for early repayment.

For the Realord Loan, the Company has executed a debenture (the “Realord
Debenture”) on 10 May 2021 in favour of Realord Finance, which gives (i) a first fixed
charge over the fixed property and assets of the Company; and (ii) a first floating
charge over the undertaking and all other property assets and rights of the Company,
subject to the debenture under the Facility (as defined in note 18(b) to the 2021
consolidated financial statements) to the extent that they have not been discharged
and/or released by the Lender (as defined in note 18(b) to the 2021 consolidated

financial statements).

As stated in the Realord Loan and the Realord Debenture, once Realord becomes
entitled to exercise, or control the exercise of, more than 50% of the voting power at
any general meeting of the Company, and have appointed the majority of the members
of the Board, Realord Finance shall release and/or discharge all of its rights, benefits,

title and interests under the Realord Debenture.

On 12 May 2021, the Company arranged for the repayment of the Facility, together
with interest accrued thereon and all amounts payable thereunder as full and final
settlement. Such repayment was funded by the provision of the Realord Loan and for
the amount in excess of HK$152,000,000, by the Company’s internal resources.

At the time of entering into the Realord Loan, Realord is not yet entitled to exercise, or
control the exercise of 10% or more of the voting power at any general meeting of the
Company, and therefore, it is not yet a substantial shareholder and hence, a connected
person of the Company. As such, the Realord Loan is not a connected transaction at the
date of the Realord Loan under Chapter 14A of the Listing Rules.

As Realord becomes entitled to exercise, or control the exercise of, more than 50% of
the voting power at any general meeting of the Company, and have appointed the
majority of the members of the Board on 9 June 2021, Realord released all of its rights,
benefits, title and interests under the Realord Debenture on 18 June 2021.

As at 31 December 2021, the carrying amount of the Realord Loan was HK$104,000,000.
The Realord Loan was fully settled during the year ended 31 December 2022.
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23.

24.

For the year ended 31 December 2022

BANK BORROWINGS, OTHER LOANS AND LOANS FROM RELATED
PARTIES (Continued)

(d) Loan from immediate holding company

On 11 June 2021, the Group has obtained a transitional loan facility from Realord up to
a limit of HK$40,000,000 for additional working capital. The loan bore interest at
HIBOR plus 1.75% per annum, was unsecured and repayable 2 months after
drawdown. On 10 August 2021, the terms of the loan was revised with a facility limit
of HK$100,000,000 (the “Supplemental Loan”).

The Supplemental Loan bears interest at 8.2% (2021: 8.2%) per annum, is unsecured
and repayable on or before 10 August 2023 (2021: 10 August 2022). As at 31 December
2022, the carrying amount of the Supplemental Loan was HK$73,263,000 (2021:
HK$55,000,000).

(e) Loan from a related company

On 21 March 2022, a related company, in which Dr. Lin and Madam Su own 70% and
30% equity interests respectively, entered into a loan facility agreement with the
Company, pursuant to which the related company had agreed to provide a loan facility

up to HK$200,000,000 for 36 months in order to support the operation of the Group.

The loan is unsecured, bears interest at HIBOR plus 5% per annum and is repayable 6
months after drawdown. The repayment of loan principal can be redrawn. As at 31
December 2022, the carrying amount of loan from a related company was
HK$187,000,000 (2021: Nil).

PENSION SCHEME ASSETS

The Group operates a funded final salary defined benefit pension scheme (the “Scheme”) for
those employees who are eligible to participate in the Scheme. The Scheme provides lump
sum benefits based on a multiple of a member’s final salary and years of service upon the
member’s retirement, death or early retirement due to incapacity. In addition to the above, a
flat pension payment equals to 50% of final salary payable over a period that is related to the

member’s year of service.

The Group’s defined benefit plan is a final salary plan, which requires contributions to be
made to a separately administered fund. The Scheme is governed under a trust and is
administrated by a corporate trustee with the assets held separately from those of the Group.
The trustee is responsible for ensuring that the Scheme is administered in accordance with
the trust deed and rules and to act on behalf of all members impartially, prudently and in
good faith.
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24.
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For the year ended 31 December 2022 d}" : b .

PENSION SCHEME ASSETS (Continued)

The trustee and the Group periodically review the investment strategy and funding posi .
As at 31 December 2022, the investment portfolio is a mix of 31% (2021: 36%) in equity ar
69% (2021: 64%) in debt instruments. ]

The Scheme is exposed to interest rate risk, investment risk and salary risk.

actuarial valuation method.

(a) The principal actuarial assumptions used at the end of the reporting period are

follows:
As at .
31 December 31 Decer 1l
2022 2021
HK$'000 HK$'000
Discount rate 3.7%
Expected rate of salary increase 2.0%

The actuarial valuation showed that the market value of plan assets as at 31 Dece
2022 was HK$35,591,000 (2021: HK$42,776,000) and that the actuarial value of
assets represented 286% (2021: 217%) of the benefits that had been accru ]
qualifying employees.
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A quantitative sensitivity analysis for significant assumptions at the end of the
reporting period is shown below:

(Decrease)/ Increase/
Increase in (Decrease) in
net defined net defined
Increase benefit Decrease benefit
in rate  obligations in rate  obligations
Y% HK$’000 % HK$’000
As at 31 December 2022
Discount rate 0.25 (142) (0.25) 157
Long-term salary increase rate 0.25 148 (0.25) (145)
As at 31 December 2021
Discount rate 0.25 (269) (0.25) 250
Long-term salary increase rate 0.25 243 (0.25) (237)

The sensitivity analysis above has been determined based on a method that
extrapolates the impact on defined benefit obligations as a result of reasonable changes
in key assumptions occurring at the end of the reporting period. The sensitivity
analysis is based on a change in a significant assumption, keeping all other
assumptions constant. The sensitivity analysis may not be representative of an actual
change in the defined benefit obligations as it is unlikely that changes in assumptions
would occur in isolation of one another.
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24. PENSION SCHEME ASSETS (Continued)

(©

(d)

For the year ended 31 December 2022

plan are as follows:

Year ended
31 December 31 De emb

2022 i
HK$’000 H_ L
Current service cost 496
Net interest income (279) _
Net pension scheme cost 217

The above amount of the Group’s net pension scheme cost was included in “Ge

and administrative expenses” on the face of the consolidated income statement. ;

The movements in the present value of the defined benefit obligations are as foil_

Year ended 2
31 December 31 De

2022
HK$’000

At the beginning of the year/period 19,675 |
Current service cost 496
Interest cost 213
Actuarial gains (2,724)
Benefit paid (5,229)
At the end of the year/period 12,431
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For the year ended 31 December 2022

' PENSION SCHEME ASSETS (Continued)

(e) The movements in the defined benefit obligations and the fair value of plan assets are

as follows:
Pension cost credited/(charged) to the
consolidated income statement Remeasurement incomel(losses) in the other comprehensive income
Return on
plan assets Actuarial Actuarial
(excluding changes changes Sub-total
Sub-total amounts  arising from ~arising from included in
Asat Netinterest ~ included in included in changes in changes in the other Asat
8 1 January Service income/ the income Benefit ~ netinterest  demographic financial Experience ~ comprehensive 31 December
00 cost (expense) statement paid expense)  assumptions  assumptions adjustments income 00
HKS'000 HKS'000 HK§'000 HK§'000 HKS§'000 HKS'000 HKS000 HKS'000 HKS'000 HK§'000 HKS'000
Year ended 31 December 2022
Defined benefit obligations (19,675) (496) [bik] (709) 5209 = “ 181 897 34 (041
Fair value of plan assets 27 - n 9 (5,229) (2448) = = = (2448) 35591
f
Benefit assets/ (liabilites) 5,101 (496) m (1) - 2,449 (&) 181 897 276 23,160
Pension cost credited (charged) to the
consolidated income statement Remeasurement income/ (losses) n the other comprehensive income
Return on
plan assets Actuarial Actuarial
(excluding changes changes Sub-total
Net Sub-totel amounts  arising from  arising from included in
g Asat interest ~ included in included in changes in changes in the other Asat
1March Service income/ the income Benefit ~ netinterest  demographic financial Experience ~ comprehensive 31 December
bl cost (expense) statement paid expense)  assumptions  assumptions adjustments income 0
HKS000 HKS000 HK$'000 HK$'000 HK$000 HKS000 HKS000 HKS000 HK$'000 HK$'000 HK$000
Period from 1 March 2021 to
| 31 December 2021
r Defined benefit obligations (38,0%) (L115) (192) (1307 15908 - 1 499 331 3819 (19,675)
Fair value of plan assets 57,680 - 9 ] (15,908) 105 - - - 105 277
Benefit assets/ (labilities) 19,585 (1115) 107 (1,008) - 705 1 499 331 45 B0

i )  The major categories of the fair value of the total plan assets are as follows:

As at As at

) 31 December 31 December
2022 2021

Equity instruments, quoted in an active market 31% 36%
Debt instruments, at quoted prices 69% 64%

) Total 100% 100%
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24.

25.

PENSION SCHEME ASSETS (Continued)

(8)

(h)

SHARE CAPITAL

As at 5
31 December 31 Decembe
2022 )
HK$’000 HK$
Issued and fully paid:
1,313,962,560 ordinary shares 469,977 46

4 .

For the year ended 31 December 2022 "' L!_

Expected contributions to the defined benefit plan in future years are as follows:

As at :
31 December 31 Decenl,ll e
2022 _
HKS$’000 HK$’

Within the next 12 months -

As at 31 December 2022, the average duration of the defined benefit obligations at th
end of the reporting period was 4.8 years (2021: 5.0 years).

were 268% and 375%, respectively. Based on the accrued funding status as
1 January 2023, the Scheme was fully funded. An interest rate of 2.5% per annum a

salary increase rate of 2% per annum were assumed in the valuation.

There is no movements in the Company’s share capital for the year/period.
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. consolidated financial statements as treasury shares through deduction from equity by
HK$130 221,000.

In May 2021, the Sincere Companies had accepted the Offer (note 37). All 260,443,200

- ordinary shares held by the Sincere Companies had tendered to Realord in exchange for
- HK$102,484,000 in cash. Such transaction was accounted for as equity transaction and
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27.

For the year ended 31 December 2022

NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(a)

Changes in liabilities arising from financing activities

Loan from
Loan from immediate Loan
Lease Bank Other a fellow holding are
liabilities borrowings loans subsidiary  company  co
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 H < 000
As at 1 March 2021 114,148 162,679 153,293 - - J
Financing cash flows: 8
Proceeds - 130,873 - 152,000 55,000
Repayments (69,216) (149,044) (150,553) (48,000) -
Final settlement on
termination of a lease (5,300) - - - -
Operating cash flows:
Interest paid (7,099) (2,098) (5,288) (9,365) (1,869)
Non-cash:
Modification of leases 63,745 = = = = ifi e
Termination of leases (7,265) - - - -
Interest expense 7,099 2,098 5,288 9,365 1,869
Final settlement on
termination of a lease 5,300 - - = =
Covid-19-related rent
concessions from
lessors (6,997) - - - - .
N
As at 31 December 2021
and 1 January 2022 94,415 144,508 2,740 104,000 55,000 J
Financing cash flows:
Proceeds - 185,907 - 50,000 51,000 187,000
Repayments (55,524) (189,436) - (154,000) (32,737) -
Operating cash flows:
Interest paid (5,393) (4,381) - (5,996) (5,197) (6,746)
Non-cash:
Modification of leases 1,386 - - - -
Interest expense 5,393 4,381 55 5,996 5,197
Covid-19-related rent
concessions from
lessors (720) - - - -
As at 31 December 2022 39,557 140,979 2,795 - 73,263 187,000
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For the year ended 31 December 2022

’ (b)  The total cash outflow for leases included in the consolidated statement of cash flows is

as follows:
Period from
1 March
Year ended 2021 to
31 December 31 December
2022 2021
HK$’000 HK$'000
Within operating activities 6,789 9,284
Within financing activities 55,524 74,516
62,313 83,800

(o) Non-cash transactions

The Group entered into the following non-cash investing and financing activities which
are not reflected in the consolidated statement of cash flows:

During the year ended 31 December 2022, the Group entered into certain lease
contracts in which additions to right-of-use assets and lease liabilities amounted to
HK$1,386,000 (2021: HK$63,745,000) was recognised at the lease commencement date.

(a) Outstanding commitments and contingent liabilities at the end of the reporting period
were as follows:

As at As at

31 December 31 December

2022 2021

HK$’000 HK$’000

Irrevocable letters of credit 13,450 13,859
Bank guarantees given in lieu of property rental

deposits and to a supplier - 18,229

13,450 32,088

(b) Certain non-compliance matters regarding the Group’s insurance business are brought
to the attention of the Company. No provision has been made as at 31 December 2022
and 2021.
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For the year ended 31 December 2022

29. RELATED PARTY TRANSACTIONS

il

(a) In addition to the transactions disclosed elsewhere in these consolidated financial '

related parties during the year/period:

Management service fee to a related company (note (i)
Professional fee to fellow subsidiaries (note (i)
Interest on loan from a fellow subsidiary (note (iii))
Interest on loan from immediate holding company
(note (iii))
Interest on loan from a related company (note (iii))
Handling fee to a related company (note (iv))
Expenses to immediate holding company (note (v))
Sale of goods to immediate holding company (note (vi))
Sale of goods to a related company (note (vii))
Purchase of goods from a related company (note (viii))
Sale commissions to a related company (note (ix))

Year ended

31 December 31 Decémb;

2022
HK$’000

349
5,996

5,197
6,746
2,250
1,741
262
24

79
1,091

1 Mar
A
2021

Except for the management service fee to a related company, the related pa
transactions constitute connected transactions as defined in Chapter 14A of the Listing
Rules. The disclosures required by Chapter 14A of the Listing Rules are disclosed in

“Report of the Directors” section to the annual report.

Notes:

@) The management service fee was charged in accordance with contractual terms wit
related company controlled by a member of key management personnel of the Group.

(ii)  The professional fee to fellow subsidiaries is for the provision of printing and fina

advisory service to the Group.

(iii)  The interest expenses were charged in accordance with contractual terms with a fe

subsidiary, immediate holding company and a related company. Details of which are s

out in notes 23(c), 23(d) and 23(e), respectively.
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For the year ended 31 December 2022

' RELATED PARTY TRANSACTIONS (Continued)

In addition to the transactions disclosed elsewhere in these consolidated financial

statements, the Group had the following material transactions with related parties

during the year/period: (Continued)

Notes: (Continued)

(iv)

V)

(vi)

(vii)

(viii)

(i)

Handling fee related to the loan from a related company and was charged in accordance
with contractual terms with a related company. Details of the loan are set out in note
23(e).

The expenses were charged by immediate holding company for sharing of office location
based on the occupancy area.

The sale of goods was charged in accordance with contractual terms with immediate
holding company.

The sale of goods was charged in accordance with contractual terms with a related
company controlled by a director of the Company.

The purchase of goods was charged in accordance with contractual terms with a related
company controlled by a director of the Company.

Sale commissions was charged in accordance with contractual terms with a related
company controlled by a director of the Company.

As at 31 December 2022, outstanding professional fee to fellow subsidiaries included in
deposits, accrued expenses and other payables was HK$219,000 (2021: HK$979,000).

Compensation of key management personnel of the Group:

Period from

1 March

Year ended 2021 to

31 December 31 December

2022 2021

HK$000 HK$'000

Short-term employee benefits 684 5,100
Pension contributions - 17
684 5,117

Further details of the directors’ and chief executive’s remunerations are included in

note 11 to the consolidated financial statements.
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30.

For the year ended 31 December 2022

FINANCIAL INSTRUMENTS BY CATEGORY

--qt L.

| }' ::"

The carrying amounts of each of the categories of financial instruments at the end of the

reporting period are as follows:

As at
31 December 31 Deceml
2022
HK$000 HK
Financial assets at amortised cost
Financial assets included in prepayments, deposits, _
other receivables and other assets 208,596 19(_3" ]
Pledged bank balances and deposits 84,276 102,1
Cash and bank balances 98,188 54,0
391,060 349,
Financial assets at FVTPL
Financial assets at FVTPL 3,563
Other assets 2,000
5,563
Financial assets at FVTOCI
Equity investments at FVTOCI 4,041
Asset classified as held for sale - 2¢
4,041 30,4
Financial liabilities at amortised cost ;
Creditors 27,843 3
Provision for claims of life insurance 128
Financial liabilities included in deposits, accrued expenses
and other payables 33,057 35
Bank borrowings 140,979 144,
Other loans 2,795 !
Loan from a fellow subsidiary - 10
Loan from immediate holding company 73,263
Loan from a related company 187,000
Lease liabilities 39,557
504,622 4
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For the year ended 31 December 2022

FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

~ The following tables illustrate the fair value measurement hierarchy of the Group’s financial

instruments:

~ Assets measured at fair value

Fair value measurement using
Quoted
prices in  Significant  Significant

active observable unobservable

markets inputs inputs

(Level 1) (Level 2) (Level 3) Total
HK$’000 HK$000 HK$000 HK$’000

: As at 31 December 2022
Equity investments at FVTOCI - - 4,041 4,041
Financial assets at FVTPL 2,181 1,382 - 3,563
Other assets - 2,000 - 2,000
2,181 3,382 4,041 9,604

As at 31 December 2021
~ Equity investments at FVTOCI = = 3,807 3,807
Asset classified as held for sale - - 26,646 26,646
- Financial assets at FVTPL 3,432 2,309 - 5,741
N Other assets - 2,000 - 2,000
3,432 4,309 30,453 38,194

~ During the year ended 31 December 2022 and period from 1 March 2021 to 31 December
| 2021, there were no transfers of fair value measurements between Level 1 and Level 2 and no
transfers into or out of Level 3 for both financial assets and liabilities.

The fair value of financial assets at FVTPL and other assets categorised under Level 2 fair
value measurement is determined based on the quoted prices from the fund managers or the
clubs, respectively.

The Group did not have any financial liabilities measured at fair value under Level 3 as at 31
December 2022 and 2021. As at 31 December 2022 and 2021, management used the following
valuation technique and key input for the valuations of financial assets measured at fair
value under Level 3.
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For the year ended 31 December 2022

FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (Continued)

Information about Level 3 fair value measurements

Financial instrument Valuation technique Significant unobservable inp

Equity investments Market approach Discount for lack of marketabili
at FVTOCI and asset of 27.6% (2021: 30.9%)
classified as held for sale

The fair value of equity investments at FVTOCI and asset classified as held for é;'éél s
determined using the market approach adjusted for lack of marketability discount. The
value is negatively correlated to the discount for lack of marketability.

As at 31 December 2022 and 2021, it is estimated that an increase/(decrease) of 3% in |
unobservable input, with all other variables held constant, would have (decreased)/ incre;
the Group’s other comprehensive income as follows: s

(Decrease)/ =

Increase/ Increase
(Decrease) in in other |
unobservable comprehensive
input income

% HK$'000 =

As at 31 December 2022
Discount for lack of marketability 3

3)

As at 31 December 2021
Discount for lack of marketability 3

3)
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For the year ended 31 December 2022

FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (Continued)

~ Information about Level 3 fair value measurements (Continued)

The movement during the year/period in the balance of Level 3 fair value measurements is

as follows:

Period from

1 March
Year ended 2021 to
31 December 31 December
2022 2021
HK$’000 HK$’000
Equity investments at FVTOCI
At the beginning of the year/period 3,807 24,237
Changes in fair value recognised in other comprehensive
income 234 6,216
Transfer to asset classified as held for sale - (26,646)
At the end of the year/period 4,041 3,807
Asset classified as held for sale
- At the beginning of the year/period 26,646 =
' Changes in fair value recognised in other comprehensive
income 970 -
Disposal (27,616) =
~ Transfer from equity investments at FEVTOCI - 26,646
At the end of the year/period - 26,646

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise bank borrowings, other loans, loans
from related parties (including a fellow subsidiary, immediate holding company and a
related company), pledged bank balances and deposits, cash and bank balances and lease
liabilities. The main purpose of these financial instruments is to raise finance for the Group’s

-operations. The Group has various other financial assets and liabilities such as creditors,

which arise directly from its operations.
The main risks arising from the Group’s financial instruments are interest rate risk, foreign

currency risk, credit risk, liquidity risk and market risk. The Board reviews and agrees
policies for managing each of these risks and they are summarised below.
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32.

For the year ended 31 December 2022

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Interest rate risk

At the end of the reporting period, a hypothetical 100-basis point increase/(decrease) _i 4 :
interest rates on the bank borrowings and loan from a related company that are carried at ;‘: y
variable rates would increase/(decrease) the interest expense as follows: g
As at As at

31 December 31 December
2022 202148
HK$'000 HK$'000

Increase/decrease in interest expense 3,280 1,445

Foreign currency risk
The Group has transactional currency exposures. Such exposures arise from sales or
purchases by operating units in currencies other than the unit’s functional currency. Also, th

value of a financial instrument will fluctuate because of changes in foreign exchange rates.

US$.

Credit risk
Maximum exposure and year/period-end staging as at 31 December 2022 and 2021

The tables below show the credit quality and the maximum exposure to credit risk based o
the Group’s credit policy, which is mainly based on past due information unless othe
information is available without undue cost or effort, and year/period-end stagi
classification as at 31 December 2022 and 2021. The amounts presented are gross carryi-

amounts for financial assets.
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Maximum exposure and year/period-end staging as at 31 December 2022 and 2021 (Continued)

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total

HK$'000 HK$000 HK$000 HK$000 HKS$ 000

~ As at 31 December 2022
- Financial assets included in prepayments,
deposits, other receivables and other

~ assets
- —Normal* 34,195 - - - 34,195
~ — Doubtful* - - 175428 - 175428
- Pledged bank balances and deposits
~ —Not yet past due 84,276 - - - 84,276
~ Cash and bank balances
~ —Not yet past due 98,188 - - - 98,188
216,659 - 175428 - 392,087

- As at 31 December 2021
inancial assets included in prepayments,
deposits, other receivables and other

- assets

- — Normal* 34,254 - - - 34,254
- -~ Doubtful* - - 159315 - 159315

Pledged bank balances and deposits
- Not yet past due 102,153 = = = 102,153

~ Cash and bank balances

— Not yet past due 54,092 - - - 54,092
190,499 - 159,315 - 349,814

The credit quality of the financial assets included in prepayments, deposits, other receivables and
other assets is considered to be “normal” when they are not past due and there is no information
indicating that the financial assets had a significant increase in credit risk since initial
recognition. Otherwise, the credit quality of the financial assets is considered to be “doubtful”.
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32.

Credit risk (Continued)

Loss rate

Set out below is the loss rate applied for financial assets is considered to be “doubtful”. ’
loss rates for other financial assets at amortised cost are assessed insignificant.

12-month
ECLs Lifetime ECLs
Simplified |
Stage 1 Stage 2 Stage 3 approach
As at 31 December 2022
Financial assets included in
prepayments, deposits, other
receivables and other assets
— Doubtful 0.0% 0.0% 0.59%
A |'_I
As at 31 December 2021
Financial assets included in
prepayments, deposits, other
receivables and other assets
— Doubtful 0.0% 0.0% 0.28%

Movement in the ECL allowance

Set out below is the movements in the ECL allowance of the Group’s other receivables:

12-month
ECLs Lifetime ECLs

K
)

Stage 1 Stage 2 Stage 3 approach
HK$'000 HK$000 HK$000 HK$000 H

As at 1 March 2021

Simplified

ECL allowance - - 445 -
As at 31 December 2021 and 1 January 2022 = = 445 =
ECL allowance - - 582 -
As at 31 December 2022 - - 1,027 -

The Sincere Company Limited @

Annual Report 2022




Ltquzdzty risk

- from operations.

- cash to meet its liquidity requirements.

For the year ended 31 December 2022

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

The Group monitors its risk to a shortage of funds using a recurring liquidity planning tool.
This tool considers the maturity of both its financial instruments and projected cash flows

The Group’s objective is to maintain a balance between continuity of funding and flexibility
- through the use of bank and other borrowings to ensure that the Group maintains sufficient

In the
On demand second to
or within  fifth years,
1 year inclusive Total
HK$’000 HK$’000 HK$’000
~ As at 31 December 2022
Creditors 27,843 - 27,843
Provision for claims of life insurance 128 - 128
'Financial liabilities included in deposits,
~ accrued expenses and other payables 25,937 7,120 33,057
~ Bank borrowings 150,993 - 150,993
Other loans 2,292 559 2,851
- Loan from immediate holding company 79,271 - 79,271
- Loan from a related company 206,829 - 206,829
~ Lease liabilities 30,688 11,115 41,803
523,981 18,794 542,775
As at 31 December 2021
| Creditors 35,557 - 35,557
Provision for claims of life insurance 128 - 128
Financial liabilities included in deposits,
accrued expenses and other payables 31,152 4,663 35,815
‘Bank borrowings 147,305 - 147,305
Other loans 2,247 548 2,795
Loan from a fellow subsidiary 114,400 - 114,400
Loan from immediate holding company 59,510 = 59,510
Lease liabilities 60,222 41,803 102,025
450,521 47,014 497,535
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32.

For the year ended 31 December 2022

was exposed to market risk arising from individual investments classified as held for tradi
(note 16).

(Decrease)/

Increase/ Increase
(Decrease) in loss before
in fair value income tax
% HK$’000

As at 31 December 2022
Financial assets at FVTPL 10
(10)

As at 31 December 2021
Financial assets at FVTPL 10
(10)
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For the year ended 31 December 2022

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)
Insurance risk management

The risk under an insurance contract is the risk that an insured event will occur including the
uncertainty of the amount and timing of any resulting claim. The principal risk the Group
faces under such contracts is that the actual claims and benefit payments may exceed the
carrying amount of insurance liabilities. This is influenced by the frequency of claims,

severity of claims, actual benefits paid which are greater than originally estimated and

‘subsequent development of long tail claims. At the end of the reporting period, no claims

and benefit payments of life insurances were unsettled.

Capital management

The Group manages its capital to ensure that the Group will be able to continue as a going
concern while maximising the return to the equity holders through the optimisation of the
debt and equity balance.

The capital structure of the Group consists of bank borrowings, other loans, loans from
related parties, lease liabilities and equity attributable to equity holders of the Company,
comprising share capital and deficits/reserves. The Group monitors capital on the basis of
the gearing ratio. This ratio is calculated based on total bank borrowings, other loans, loans
from related parties (including a fellow subsidiary, immediate holding company and a
related company) and lease liabilities and total equity.

The gearing ratio at the end of the reporting period was as follows:

As at As at

31 December 31 December

2022 2021

HK$’000 HK$’000

Bank borrowings 140,979 144,508
Other loans 2,795 2,740
Loan from a fellow subsidiary - 104,000
Loan from immediate holding company 73,263 55,000
Loan from a related company 187,000 =
Lease liabilities 39,557 94,415
Total debt 443,594 400,663
Total equity 174,919 237,227
Gearing ratio 254% 169%
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For the year ended 31 December 2022

33. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

As at
31 December 31 Decem
2022 a2
HK$’000 HK$'0

Non-current assets
Property, plant and equipment 14,047
Interests in subsidiaries 135,664
Equity investments at FVTOCI 799
Prepayments, deposits, other receivables and other assets 186,128
Pension scheme assets 20,319

356,957
Current assets
Inventories 29,373
Prepayments, deposits, other receivables and other assets 31,494
Pledged deposits 46,004
Cash and bank balances 7,776

114,647
Asset classified as held for sale -

114,647
Current liabilities
Creditors 27,794
Lease liabilities 6,393
Deposits, accrued expenses and other payables 13,325
Contract liabilities 1,321
Bank borrowings 140,979
Loan from a fellow subsidiary -
Loan from immediate holding company 73,263
Loan from a related company 187,000

450,075
Net current liabilities (335,428) (231
Total assets less current liabilities 21,529
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-----

As at As at

31 December 31 December

2022 2021

HK$’000 HK$'000

] 'posits, accrued expenses and other payables 7,120 4,663

~ Lease liabilities 6,937 13,330

14,057 17,993

e_t.assets 7,472 46,662
quity

hare capital 469,977 469,977

Deficits (note) (462,505) (423,315)

T stal equity 7,472 46,662

Lin Xiaohui Su Jiaohua
Director Director
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For the year ended 31 December 2022

33. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (Continued)

Note: A summary of the Company’s reserves/(deficits) is as follows:

General Investment
and other  revaluation Accumulated
reserves reserve losses
HK$’000 HK$000 HK$’000
As at 1 March 2021 46,613 11,244 (576,052)
Loss for the period - - (65,755)
Other comprehensive income for the
period:
— Actuarial gains on a defined benefit
plan - - 4,485
- Changes in fair value of equity
instruments
at FVTOCI - 6,149 - .
Gift receivable from the then controlling ;
shareholder of the Company (note 36) 150,001 - -
As at 31 December 2021 and 1 January 2022 196,614 17,393 (637,322) (423,315)
Loss for the year - - (40,614) (40,614)
Other comprehensive income for the year:
- Actuarial gains on a defined benefit
plan - - 454
- Gain on disposal of asset classified as
held for sale - 970 -
Release of reserve upon disposal of asset
classified as held for sale - (16,649) 16,649
As at 31 December 2022 196,614 1,714 (660,833) (462,505)
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-----

Place of Issued! Percentage of equity
incorporation/ registered attributable to the Company
registration share capitall ~ Class of
~ Company Name and business paid-up capital  shares held Directly ~ Indirectly ~ Principal activity
- Ottoway Limited BVI Uss1 Registered 100 - Investment holding
Right View Limited Hong Kong HKS2 Ordinary - 100 Property holding
Silveroute Limited BVI Uss! Registered 100 - Securities trading
Sincere (Shanghai) Mainland China 1US§1,000,000 N/A 100 - Provision of management
Commercial Management services
Company Limited"
Sincere II Hong Kong HK$20,000,000  Ordinary 40.67° 17.31*  General insurance and
investment
- Sincere LA Hong Kong HK$10,000000  Ordinary 48.00° §.87¢  Life insurance and
investment
Perfumery Hong Kong HK$1,300000  Ordinary 37.15* 2502 Investment holding
Springview Limited Hong Kong HK$500,000 Ordinary 100 - Securities trading
The Sincere Finance Hong Kong HK$2 Ordinary 100 - Provision of finance

Company, Limited
Registered as a wholly-foreign-owned enterprise under Law of the Mainland China.

Sincere LA, Sincere II and Perfumery are accounted for as subsidiaries of the Group based on the
factors as explained in note 3 to the consolidated financial statements.

e above table lists the subsidiaries of the Company, which in the opinion of the directors
f the Company, principally affected the results for the year/period or formed a substantial

rtion of the net assets of the Group. To give details of other subsidiaries would, in the
inion of the directors of the Company, result in particulars of excessive length.
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34.

For the year ended 31 December 2022

PARTICULARS OF PRINCIPAL SUBSIDIARIES (Continued)

below:

Sincere LA Group

Year ended 20z
31 December 31 D' [

2022 20
HK$’000 HKS$’00
Loss for the year/period allocated to non-controlling interests (2,513) .
Other comprehensive loss for the year/period allocated to ¥
non-controlling interests (386)
Total comprehensive loss for the year/period allocated to
non-controlling interests (2,899)
As at H
31 December 31 Dece:
2022 '
Percentage of effective equity interest held by non-controlling
interests 43.04%
Accumulated balances of non-controlling interests at the end
of the reporting period (HK$'000) 38,008
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For the year ended 31 December 2022

Sincere LA Group (Continued)

PARTICULARS OF PRINCIPAL SUBSIDIARIES (Continued)

The amounts disclosed are before any inter-company eliminations:

: :LOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The following tables illustrate the summarised financial information of Sincere LA Group.

Period from

1 March

Year ended 2021 to

31 December 31 December

2022 2021

HK$’000 HK$’000

~ Loss for the year/period (5,383) (1,863)
Total comprehensive (loss)/income for the year/period (6,573) 23,237
Net cash flows used in operating activities (8,049) (4,173)
Net cash flows from investing activities 62,269 12,116

" Net cash flows used in financing activities (408) (2,661)
Net increase in cash and cash equivalents 53,812 5,282
As at As at

31 December 31 December

2022 2021

HK$’000 HK$’000

Current assets 64,015 70,363
Non-current assets 20,424 21,071
Current liabilities (1,737) (2,159)

CONTINGENT LIABILITIES

" Claim from former director

the Company.

The Sincere Company Limited @ Annual Report 2022

As set out in the announcement of the Company dated 11 June 2021, the Company received a
statutory demand (the “Statutory Demand”) dated 4 June 2021 from the legal adviser acting
on behalf of Mr. Philip Ma, the former chairman, chief executive officer and director of the
Company, pursuant to Section 327(4)(a) of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of Laws of Hong Kong), demanding the Company to pay
the amount of HK$8,244,000, which is asserted to be outstanding remunerations under an
employment contract due to Mr. Philip Ma, within 21 days from the date of service of the
~ Statutory Demand, failing which Mr. Philip Ma may present a winding up petition against
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35.

For the year ended 31 December 2022

CONTINGENT LIABILITIES (Continued)
Claim from former director (Continued)

As disclosed in the announcement of the Company dated 23 June 2021, the Company has
sought legal advice in respect of the Statutory Demand and was advised that the Statutory
Demand is a nullity. The Company was also advised that it has a bona fide dispute to the
sum demanded by Mr. Philip Ma. The Company had, through its legal advisers, requested
Mr. Philip Ma to (i) withdraw the Statutory Demand and (ii) undertake not to issue any
winding-up petition against the Company in reliance on the Statutory Demand.

On 21 June 2021, the Company received a Forms of Claim dated 17 June 2021 by Mr. Philip
Ma with the Labour Tribunal (the “LBTC Claim”). According to the said Form of Claim,
Mr. Philip Ma claims against the Company for unpaid director’s fees and management fees
allegedly due from four subsidiaries of the Company in the total sum of approximately
HK$8,244,000, which is the same amount as that demanded by him in the Statutory Demand.
The Company further received a letter from Mr. Philip Ma’s legal advisers on 21 June 2021
stating that Mr. Philip Ma will not present a winding-up petition against the Company in
respect of the alleged outstanding remunerations stated in the Statutory Demand pending the

determination of the Labour Tribunal.

Call-over hearings in respect of the LBTC Claim were held at the Labour Tribunal on 8 July
2021 and 1 November 2021. Mr. Philip Ma increased his claim in the LBTC Claim to include
additional claims that the Company owed him an alleged partial unpaid director’s fees for
the year ended 31 December 2022 and payment in lieu of annual leave entitlement; and in
respect of the certain subsidiaries of the Company, Mr. Philip Ma also included his claim for
director’s fees and management fees for the period between March to June 2021 and certain

entertainment allowance.

The LBTC Claim was subsequently transferred to Court of First Instance of the High Court of
Hong Kong, in which Mr. Philip Ma claimed a total sum of approximately HK$12,064,000 by
including the additional claims in the aforesaid paragraph and subsequently revised the
claims to approximately HK$12,442,000. The Company has instructed its legal advisers to
defend Mr. Philip Ma’s claims and make a counterclaim with a total sum of approximately
HK$71,600,000 in the High Court. In the High Court proceedings, exchange of pleadings has
taken place and further procedural directions are expected to be made by the Court in April
2023. The case has not yet been fixed for trial.
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For the year ended 31 December 2022

LITIGATION
Deed and purported cancellation

On 29 October 2020, Win Dynamic, the then controlling shareholder of the Company,
executed a deed in favour of the Company at no consideration (the “Deed”). Pursuant to the
Deed, Win Dynamic has irrevocably undertaken to the Company to gift to the Company the
sum falling to be paid by Realord to Win Dynamic upon its acceptance of the Offer relating
to all the 662,525,276 shares of the Company held by it, which was expected to amount to
approximately HK$260,443,000 (after deducting Win Dynamic’s ad valorem stamp duty). As
disclosed in the announcement of the Company dated 29 October 2020, the Company at that
time intended that this gift from Win Dynamic, when received, would be applied as working
capital of the Group.

On 4 February 2021, the Company announced that the Board had received a letter from Win
Dynamic dated 3 February 2021 stating Win Dynamic’s declaration that the Deed was null
and void and cancelled with immediate effect, for the reason that it was executed by Win
Dynamic under undue influence and duress, given without separate legal representation or
proper advice, and was an undervalue transaction pursuant to section 265D of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws

of Hong Kong) (the “Purported Cancellation”).

As stated in the Company’s announcement dated 4 February 2021, the Board (with Mr. Philip
Ma and Mr. Charles M W Chan (collectively the “Dissenting Directors”) disagreeing) did not
admit that the Deed was null or void or had been cancelled. For the interest of the Company
and its shareholders as a whole, the Board had resolved to include the review of the
implication of the Purported Cancellation to the term of reference of the independent
committee of the Board comprising independent non-executive directors, namely Mr. King
Wing Ma, Mr. Eric K K Lo, Mr. Peter Tan and Mr. Anders W L Lau (collectively the “IBC”).
The IBC had thereafter sought separate legal advice in respect of the Purported Cancellation.

In response to a letter from the legal adviser of the IBC to Win Dynamic requesting for
evidence to support its reason for the Purported Cancellation, Win Dynamic responded in its
reply letter that its professional adviser had advised it not to provide to the Company any

information relating to the Deed.
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For the year ended 31 December 2022

LITIGATION (Continued)
Deed and purported cancellation (Continued)

Realord was informed, amongst other things, that the Board (except for the Dissenting
Directors) (i.e. the IBC) did not admit that the Purported Cancellation was valid or effective.
In response to an email from the legal adviser of the IBC to the legal adviser of Realord
requiring the proceeds received by Win Dynamic from its sale of shares of the Company to
Realord to be paid to the Company and not Win Dynamic, the legal adviser of Realord
responded, amongst other things, that Realord would conduct the Offer, including but not
limited to the settlement of the cash consideration for the valid acceptances of the Offer, in
accordance with the terms and conditions of the Offer and in compliance with the Code on

Takeovers and Mergers.

On 12 May 2021, the Company was informed by the legal adviser of Realord that Realord had
issued a writ of summons with an indorsement of claim (the “Writ”) in the High Court of the
Hong Kong Special Administrative Region (the “Court”) against Win Dynamic on 10 May
2021 in relation to the Purported Cancellation (the “Action”). Realord claimed against Win
Dynamic, among others, for an order of specific performance requiring Win Dynamic to
forthwith pay the Company the net proceeds in respect of the Company’s shares tendered by
Win Dynamic for acceptance of the Offer, after deducting the seller’s ad valorem stamp duty
payable by it, amounted to approximately HK$260,435,000 (the “WD Proceeds”), or such

other sum as the Court may determine.

Realord also applied to the Court for an interlocutory injunction against Win Dynamic (the
“Injunction Application”) on 11 May 2021 which was heard by the Court on 14 May 2021.
Upon hearing submissions from the parties, the Court has adjourned the hearing of the
Injunction Application to a date to be fixed for substantive argument, and the Court has
granted an interim-interim injunction, which shall remain in force pending the substantive
determination of the Injunction Application, restraining Win Dynamic from, among others,
(a) removing from Hong Kong any of its assets which are within Hong Kong, whether in its
own name or not, and whether solely or jointly owned, up to the value of the WD Proceeds,
or (b) in any way disposing of or dealing with or diminishing the value of any of its assets,
which are within Hong Kong, whether in its own name or not, and whether solely or jointly
owned, and whether or not Win Dynamic assets a beneficial interest in them up to the value
of the WD Proceeds.
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For the year ended 31 December 2022

LITIGATION (Continued)
Deed and purported cancellation (Continued)

The Company on 16 July 2021 resolved that it was in the interest of the Company and its
shareholders to commence legal proceedings against Win Dynamic in relation to the
Purported Cancellation. Subsequently, the Company had agreed to be joined as a party to the
proceedings initiated by Realord. Accordingly, Realord sought the consent from Win
Dynamic to join the Company as the 2nd plaintiff and Mr. Philip Ma as the 2nd defendant in
the proceedings. As such, on 6 October 2021, Realord and Win Dynamic had jointly applied
to the Court for, among others, (i) leave to join the Company as the 2nd plaintiff and
Mr. Philip Ma as the 2nd defendant and (ii) leave to amend the Writ and the statement of

claim in relation to the Purported Cancellation (the “Joinder Application”).

On 9 November 2021, the Court had granted an order in terms of the Joinder Application
that, amongst other things, Realord was granted with leave to (i) join the Company as the
2nd plaintiff and Mr. Philip Ma as the 2nd defendant in the Action, and (ii) amend the Writ

and the statement of claim in relation to the Purported Cancellation (the “Joinder Order”).

On 15 November 2021, Realord and the Company instructed their solicitors to issue the
amended Writ and the amended statement of claim against Win Dynamic and Mr. Philip Ma
pursuant to the Joinder Order, and serve the same on Mr. Philip Ma on the same day. The
Company claimed against Win Dynamic and Mr. Philip Ma for, among others, (i) an order of
specific performance of the Deed requiring Win Dynamic to forthwith pay the Company the
WD Proceeds, or such other sum as the Court may determine, and (ii) a declaration that the
Deed is valid and binding, and Mr. Philip Ma had breached his contractual and/or fiduciary
duties to the Company.

By an acknowledgment of service of amended writ of summons filed and served on 1
December 2021, Mr. Philip Ma stated that he intended to contest the Action.

Win Dynamic and Mr. Philip Ma had filed and served their Defence and Counterclaim in the
Action on 18 January 2022 and 14 March 2022 respectively. Win Dynamic and Mr. Philip Ma
averred, among others, that Realord and the Company were not entitled to any remedy
against them. They further counterclaimed against Realord and the Company for, among
others, a declaration that the Deed is null and void and/or unenforceable, or alternatively,
that the Deed was lawfully rescinded, cancelled or revoked by Win Dynamic and is of no

legal effect.

Further details are disclosed in the announcements of the Company dated 29 October 2020
and 4 February 2021, the offer document of Realord dated 5 May 2021 (the “Offer
Document”) and the response document of the Company dated 20 May 2021 (the “Response

Document”).
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For the year ended 31 December 2022

LITIGATION (Continued)
Deed and purported cancellation (Continued)

Realord and the Company had filed and served their Reply and Defence to WD’s
Counterclaim on 10 May 2022, and their Reply and Defence to Mr. Philip Ma’s Counterclaim
on 8 June 2022 respectively. Realord and the Company averred that the Deed is enforceable
and cannot be legally revoked.

Realord and the Company had filed and served their Re-Amended Statement of Claim on 14
November 2022. Realord and the Company averred that the Company is a joint promisee
under the 2nd agreement together with Realord. The 2nd agreement of which the Deed is an
integral part was intended to benefit the Company and consisted of an undertaking or
promise on the part of Win Dynamic to benefit the Company, namely to vest the benefit of
the WD Proceeds or an equivalent sum in the Company, which shall be used as its working
capital after Realord becomes its controlling shareholder.

Win Dynamic had filed and served its Amended Defence and Counterclaim and Mr. Philip
Ma had filed and served his Amended Defence and Counterclaim on 9 December 2022. Win
Dynamic and Mr. Philip Ma averred that the alleged 2nd Agreement (even if existed) and the
Deed are null and void or unenforceable. Besides, neither Dr. Lin had no authority to act on
behalf of the Company at the material time whether as alleged or at all, nor Mr. Philip Ma
had agreed on behalf of the Company that the Company would apply the Win Dynamic
Proceeds as working capital after Realord becomes the controlling shareholders of the
Company.

Realord and the Company had filed and served their Amended Reply and Defence to the
Counterclaim of Win Dynamic, and their Amended Reply and Defence to the Counterclaim
of Mr. Philip Ma on 9 February 2023. Realord and the Company averred that Dr. Lin was
acting on behalf of the Company in respect of a promise which would take effect after
Realord becomes the Company’s controlling shareholder.

The date of court hearing has not been fixed.

During the period from 1 March 2021 to 31 December 2021, the Company has sought legal
advice in respect of this litigation and was advised that (i) the Deed is enforceable, and (ii)
the Company has legal and contractual rights over the WD Proceeds. Therefore, the WD
Proceeds is initially recognised as “Gift receivable from Win Dynamic” under “Prepayments,
deposits, other receivables and other assets” with an amount of HK$150,001,000, being the
fair value of the WD Proceeds which is determined based on a credit-adjusted effective
interest rate of 9.66%, with a corresponding gift receivable from the then controlling
shareholder of the Company recognised under “General and other reserves”.

As at 31 December 2022, the carrying amount of gift receivable from Win Dynamic amounted
to HK$174,401,000, net of ECL allowance of HK$1,027,000 (2021: HK$158,870,000, net of ECL
allowance of HK$445,000). During the year ended 31 December 2022, the Group has also
recognised imputed interest income on gift receivable from Win Dynamic under “Other
income and gains, net” of HK$16,113,000 (Period from 1 March 2021 to 31 December 2021:

HK$9,314,000).
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For the year ended 31 December 2022

VOLUNTARY CONDITIONAL CASH OFFER

On 15 May 2020, Realord and the Company jointly announced a voluntary conditional cash
offer (subject to the satisfaction or waiver (as the case may be) of certain pre-conditions) to
acquire all of the issued shares of the Company (the “Offer”). The then controlling
shareholder of the Company, Win Dynamic, had executed an irrevocable undertaking to
Realord that Win Dynamic would tender, or procure the tender of, all of its shares in the
Company to accept the Offer. In addition, the Sincere Companies had also executed

irrevocable undertakings to accept the Offer (collectively “Irrevocable Undertakings”).

On 28 April 2021, Realord announced the pre-conditions of the Offer have been satisfied or

waived (as the case may be).

As disclosed in the Offer Document, the final offer price is HK$0.3935 per share. In addition,
the Offer was then conditional only on valid acceptances of the Offer which would result in

Realord holding more than 50% of the voting rights of the Company.
On 7 May 2021, Realord announced the Offer had become unconditional in all respects.

As disclosed in the announcement of Realord dated 3 June 2021, the Offer closed on 3 June
2021. Realord received valid acceptances in respect of a total of 1,044,695,362 shares of the
Company under the Offer, representing approximately 79.51% of the then entire issued share
capital of the Company. Accordingly, Realord has become the controlling company of the
Company.

Further details are disclosed in the joint announcement of Realord and the Company dated
15 May 2021, the Offer Document and the Response Document.

On 27 July 2021, Realord entered into a placing agreement with the placing agent, pursuant
to which the placing agent shall act as an agent of Realord to procure, on a best effort basis,
not less than six placees to purchase placing shares held by Realord at a placing price of
HK$0.59 per placing shares. The placing was completed on 30 July 2021 and following the
completion, the number of shares held by Realord decreased from 1,044,695,362 to
985,471,362, representing a decrease in shareholding from approximately 79.51% to
approximately 75.00% of shares in issue.

Further details are disclosed in the announcement of the Company dated 29 June 2021 and

the joint announcements of Realord and the Company dated 27 July 2021 and 30 July 2021.
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FIVE-YEAR FINANCIAL SUMMARY

For the year ended 31 December 2022

below.
Period from
1 March
Year ended 2021 to
31 December 31 December Years ended 28/29 Februar)g!
2022 2021 2021 2020 237
HK$’000 HK$'000 HK$'000 HK$'000
RESULTS
CONTINUING OPERATIONS .
REVENUE 146,516 140,060 177,472 263,312
LOSS BEFORE INCOME TAX (62,228) (77,074) (145,682) (149,240)
INCOME TAX EXPENSE (23) (15) (15) (13)
LOSS FOR THE YEAR/PERIOD (62,251) (77,089) (145,697) (149,253)
Attributable to:
Equity holders of the Company (59,038) (75,880) (145,017) (147,364)
Non-controlling interests (3,213) (1,209) (680) (1,889)

(62,251) (77,089) (145,697) (149,253)
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FIVE-YEAR FINANCIAL SUMMARY

For the year ended 31 December 2022

As at 31 December As at 28/29 February

2022 2021 2021 2020 2019
HK$’000 HK$000 HK$000 HK$000 HK$000

218,734 263,991 231,049 336,805 27,261

HER NON-CURRENT ASSETS 214,789 198,966 66,524 63,785 63,197

(240,097) (180,974) (243,678) (111,951) 14,990

CURRENT LIABILITIES (18,507) (44,756) (25,490) (113,458) (42,792)

ONTROLLING INTERESTS (45,931) (48,378) (31,382) (32,567) (34,112)
'/(DEFICITS) ATTRIBUTABLE

YUITY HOLDERS OF THE
128,988 188,849 (2,977) 142,614 28,544
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