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FIVE-YEAR FINANCIAL SUMMARY

googod
Results ES
Year ended
BEt-R
2022 2021
—“E--% [Q0O0OO o
RMB’000 RMB’000
AR®Tr 00000
Revenue o0 1,450,377 2,000,104
Cost of sales gooo (1,246,747)  (1,827,867)
Gross profit oo 203,630 172237 I
Profit/(loss) before tax gooooooooo 9,825 (15859)
Profit/(loss) for the year gooocooooo 6,361 (18,059 ‘»‘
Profit/(loss) attributable to: gooooo
ooooom ‘
— Owners of the Company ooooooo 6,506 (17,754)
- Non-controlling interests oooooo (145) (305)
6,361 (18,059) I

Assets and Liabilities

-

2022
—E-CE
RMB’000
AR¥TR
Total assets gooao 1,460,989
Total liabilities gooag (1,140,280)
320,709 315,837 | 335147 3021903 U035 67 NN

Equity attributable to: goooooooo
- Owners of the Company goooood 320,222
- Non-controlling interests oooooo 487

320,709

Notes:

(@  The financial figures for each of the four years ended 31 December 2022/

(@)

as at the respective year-end were extracted from the consolidated financial
statements in the annual reports of 2022, 2021 and 2020.

(b)  The financial figures for the year ended 31 December 2018/as at the
respective year-end were extracted from the prospectus dated 30 October
2019 (the “Prospectus”).

The summary above does not form part of the audited
consolidated financial statements.



CHAIRMAN'’S STATEMENT
oo

On behalf of the board (the “Board”) of directors (the “Directors”)
of Sprocomm Intelligence Limited (the “Company”), | present the
audited consolidated results of the Company and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2022
to the shareholders of the Company.

Business Review

During the year ended 31 December 2022, the Group, as one
of the leading ODM mobile phone suppliers based in China,
continued to focus on the research and development, designing,
manufacturing and sale of mobile phones, PCBAs for mobile
phones and loT related products, targeting emerging markets.

In March 2022, the People’s Republic of China (“PRC”)
experienced another outbreak of novel coronavirus (“COVID-19”)
and the PRC Government swiftly responded by implementing
various emergency public health measures. These public
health measures caused disruptions to the business activities
and economy of the PRC. Leveraging on the experience from
previous COVID-19 outbreaks, the Group had implemented
effective strategies to reduce the impact from the public health
measures on its business operations and financial performance.

During the year ended 31 December 2022, the Group recorded
revenue of approximately RMB1,450.4 million, representing a
decrease of approximately 27.5% as compared to last year.
On the other hand, the Group’s gross profit margin significantly
improved from approximately 8.6% for the year ended 31
December 2021 to approximately 14.0% for the year ended
31 December 2022, mainly resulted from the decrease in the
costs of major raw materials. The significant improvement in
the gross profit margin fully offset the adverse impact from the
decrease in revenue and the Group recorded a profit after tax of
approximately RMB6.4 million for the year ended 31 December
2022 as compared to a loss of approximately RMB18.1 million
for the year ended 31 December 2021.
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CHAIRMAN’S STATEMENT
godd

Highlights of the audited results of the Group for the year ended [ O [
31 December 2022, as compared to 2021, are shown in the 0O O O

following table:

ooo

‘ 2022
f —Eg2-
‘i (Audited)
‘ |

(BEX)

Revenue (RMB’000)

Net profit/(loss) for the year (RMB’000)

Earnings/(loss) per share
— Basic and diluted (RMB cents)

ooooooooo l IIII 1,450,377

ooooomoooo

ooooooo 6,361

1
|
oooooooon

DDDDDDDDDDD



CHAIRMAN'S STATEMENT
oooo

Outlook and Strategy

Going forward, China’s ODM mobile phone market will be filled
with challenges and opportunities. While the global economy
still requires some time to recover, the Group will take this
opportunity to solidify its leading market position. Further, the
Directors consider that the rapid roll-out of 5G telecommunication
network in different parts of the world will drive the demand for
smartphones and loT products.

In order to capture the potential market opportunities and
maximise the interests of the Company and its shareholders, the
Group will adopt a prudent approach to develop its business,
enhance its research and development capability, enrich its
product portfolio and increase its sales and marketing effort to
diversify its geographical locations.

Gratitude

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

By order of the Board
Mr. Li Chengjun
Chairman

Hong Kong, 29 March 2023
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MANAGEMENT DISCUSSION AND ANALYSIS

ooboobogn

Business Overview

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

The Group’s products are sold worldwide with strategic focus
on emerging markets which have high population and growing
demands on mobile phones. Revenue generated from PRC and
other emerging markets accounted for 95.8% of the Group’s total
revenue for the year ended 31 December 2022. The Group’s
customers include various top local branded mobile phone
suppliers, telecommunication operators and trading companies
in the PRC, India, other Asian countries and other parts of the
world.

In March 2022, the PRC experienced another outbreak of novel
coronavirus (“COVID-19") and the PRC Government swiftly
responded by implementing various emergency public health
measures. These public health measures caused disruptions to
the business activities and economy of the PRC. Leveraging on
the experience from previous COVID-19 outbreaks, the Group
had implemented effective strategies to reduce the impact
from the public health measures on its business operations and
financial performance.

During the year ended 31 December 2022, the Group recorded
revenue of approximately RMB1,450.4 million, representing a
decrease of approximately 27.5% as compared to last year.
On the other hand, the Group’s gross profit margin significantly
improved from approximately 8.6% for the year ended 31
December 2021 to approximately 14.0% for the year ended
31 December 2022, mainly resulted from the decrease in the
costs of major raw materials. The significant improvement in
the gross profit margin fully offset the adverse impact from the
decrease in revenue and the Group recorded a profit after tax of
approximately RMB6.4 million for the year ended 31 December
2022 as compared to a loss of approximately RMB18.1 million
for the year ended 31 December 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS
gooooogd

Financial Review

Revenue

Revenue by product categories

The Group’ s product portfolio includes smartphones, feature
phones, PCBAs for mobile phones and IoT related products. The
Group mainly derives its revenue from the sales of smartphones
and loT products. Set out below is a breakdown of the Group’s
total revenue by product categories and the revenue generated
from each product category as a percentage of total revenue for
the year ended 31 December 2022 and 2021:

Bt %5 [0 B8

Wy z=

goooooogod
gbooooboboooboboboboog
gbooooooobobooooobobo
gogobooboobobobobobobo
gooooooobobobbboboooooooo
goobooboobobuobuobobobo
gbobobobobobobobobo
goooooo

Year ended 31 December

BE+-A=+—HLEFE

2022 2021
—E-= ooooo

% of total % of total
RMB’000 revenue RMB’000 revenue
ARETT HFHEKRENY% 00000 ODO0O00%

Mobile phones oad
— Smartphones ooooo 701,408 48.4 949,276 47.5
— Feature phones gooooo 328,346 22.6 279,893 14.0
Sub-total: ood 1,029,754 71.0 1,229,169 61.5
PCBAs oo0oooon 28,758 2.0 19,728 1.0
|oT related products ooooooao 296,514 20.4 591,308 29.6
Others (Note) 0oooo 95,351 6.6 159,899 7.9
Total oo 1,450,377 100.0 2,000,104 100.0

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

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

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

The Group’s total revenue decreased by 27.5% to RMB1,450.4
million for the year ended 31 December 2022 from RMB2,000.1
million for the year ended 31 December 2021, primarily attributed
to the decrease in sales of smartphones to India and sales of loT
related products to the PRC, but partially offset by increase in
sales to customers from the Republic of Korea and the United
States of America.
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MANAGEMENT DISCUSSION AND ANALYSIS
oooooon

Revenue from mobile phones decreased by 16.2% to
RMB1,029.8 million for the year ended 31 December 2022 from
RMB1,229.1 million for the year ended 31 December 2021,
primarily attributed to the decrease in sales of smartphones to
India and the People’s Republic of Bangladesh.

Revenue from PCBAs increased by 45.8% to RMB28.8 million
for the year ended 31 December 2022 from RMB19.7 million for
the year ended 31 December 2021, as customers placed more
orders for PCBAs to suit their own needs.

Revenue from IoT related products decreased by 49.9% to
RMB296.5 million for the year ended 31 December 2022 from
RMB591.3 million for the year ended 31 December 2021,
primarily attributed to the decrease in sales orders from a major
customer in the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS
gooooogd

Revenue by geographical regions

The Group’s products are sold worldwide with strategic focus
on emerging markets which have high population and growing
demands on mobile phones. Set out below is a breakdown of the
Group’s total revenue by geographical region and the revenue
generated from each region as a percentage of total revenue for
the year ended 31 December 2022 and 2021:

gooooooobod
gooooboooboooooooboobo
goooooboobbbboooooooo
gooboboobobobuobobobo
gboobobobobobdobobobo
gjodododooooouooooooooo

Year ended 31 December

BE+T-A=+—HLEFE

2022 2021
—E-= ooooo
% of total % of total
RMB’000 revenue RMB’000 revenue
ARETT HFHEKRKENY% 00000 O0D0DO000%
Emerging Asia 5 MM 37 8 B =}
India oad 757,814 52.2 962,219 48.1
The PRC oad 509,101 35.1 791,076 39.5
People’s Republic of oooooood
Bangladesh 95,368 6.6 199,241 10.0
Republic of Korea oad 26,802 1.9 - -
Sub-total: oog 1,389,085 95.8 1,952,536 97.6
Other regions Hithith &
Algeria ooooad 27,917 1.9 25,132 1.3
United States of America OO0 00O O 20,377 14 - -
Others oo 12,998 0.9 22,436 1.1
Sub-total: ooag 61,292 4.2 47,568 2.4
Total oad 1,450,377 100.0 2,000,104 100.0

Revenue from India decreased by 21.2% to RMB757.8 million
for the year ended 31 December 2022 from RMB962.2 million
for the year ended 31 December 2021, primarily attributed to the
decrease in demand for smartphones.

Revenue from the PRC decreased by 35.6% to RMB509.1
million for the year ended 31 December 2022 from RMB791.1
million for the year ended 31 December 2021, primarily attributed
to decrease in sales orders for l0T related products from a major
customer in the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS
goooogod

Revenue from People’s Republic of Bangladesh decreased by
52.1% to RMB95.4 million for the year ended 31 December 2022
from RMB199.2 million for the year ended 31 December 2021,
primarily attributed to decrease in sales orders for smartphones
from a major customer.

Revenue from the Republic of Korea increased to RMB26.8
million for the year ended 31 December 2022 from nil for the year
ended 31 December 2021, primarily attributed to the increase
in the Group’s marketing effort to expand its sales geographical
locations.

Revenue from the United States of America increased to
RMB20.4 million for the year ended 31 December 2022 from nil
for the year ended 31 December 2021, primarily attributed to
the increase in the Group’s marketing effort to expand its sales
geographical locations.

Revenue from Algeria increased by 11.1% to RMB27.9 million
for the year ended 31 December 2022 from RMB25.1 million for
the year ended 31 December 2021, primarily attributed to the
increase in demand for smartphones.

Gross profit and gross profit margin

Gross profit increased by 18.2% to RMB203.6 million for the
year ended 31 December 2022 from RMB172.2 million for the
year ended 31 December 2021. Gross profit margin increased to
14.0% for the year ended 31 December 2022 from 8.6% for the
year ended 31 December 2021. The increase in gross profit and
gross profit margin was primarily attributed to the decrease in the
costs of major raw materials.

Other gains and income

Other gains and income mainly include comprises government
subsidies and amortisation of government subsidies, bank
interest income, exchange gain and sundry income. The Group’s
other gains and income increased by 17.4% to RMB52.2 million
for the year ended 31 December 2022 from RMB44.4 million
for the year ended 31 December 2021, primarily attributed to
the increase in bank interest income by RMB6.4 million and
exchange gain by RMB15.9 million.
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MANAGEMENT DISCUSSION AND ANALYSIS
gooooogd

Selling and distribution expenses

Selling and distribution expenses mainly represent transportation
and custom declaration expenses, salaries and employee benefits
of our sales and marketing staff, business-related travelling and
entertainment expenses. Selling and distribution expenses for the
year ended 31 December 2022 decreased by 5.9% to RMB38.8
million from RMB41.2 million for the year ended 31 December
2021, primarily attributed to the decrease in transportation and
custom declaration expenses resulting from the drop in sales.

Administrative expenses

Administrative expenses mainly represent salaries and benefits
of our administrative and management staff, depreciation,
amortisation of intangible assets, general office expenses, legal
and professional fees, rental expenses, insurance expenses,
bank charges, exchange losses and other miscellaneous
administrative expenses. Administrative expenses for the year
ended 31 December 2022 remained relatively stable at RMB64.9
million as compared with RMB65.9 million for the year ended 31
December 2021.

Research and development expenses

Research and development expenses for the year ended 31
December 2022 increased by 4.3% to RMB124.1 million from
RMB119.0 million for the year ended 31 December 2021,
primarily attributed to the salary increment of the Group’s
research and development staff.

Finance costs

Finance costs mainly represent interests on discounted
bills, interest portion of lease liabilities, bank borrowings and
factoring loans. The Group’s finance costs for the year ended 31
December 2022 increased by 182.3% to RMB18.3 million from
RMB6.5 million for the year ended 31 December 2021, primarily
attributed to increase in interest on discounted bills financing and
factoring loans.

Income tax expenses

For the year ended 31 December 2022, the Group’s income
tax expenses amounted to RMB3.5 million as compared with
RMB2.2 million for the year ended 31 December 2021. The
increase in income tax expenses was primarily attributed to the
increase in assessable profits for the year ended 31 December
2022.
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MANAGEMENT DISCUSSION AND ANALYSIS
goooogod

Net profit/(loss) for the year

As a result of the above factors, the Group recorded a net profit
of RMB6.4 million for the year ended 31 December 2022 (2021:
a net loss of RMB18.1 million).

Dividend
The Board does not recommend the payment of dividend for the
year ended 31 December 2022 (2021: nil).

Trade and bills receivables

As at 31 December 2022, the Group’s trade and bills receivables
amounted to RMB191.7 million (31 December 2021: RMB226.0
million). The Group generally grants credit period ranging from
30 to 90 days to its customers and allows its PRC customers to
settle their purchases by way of bills with maturity period ranging
from three to six months.

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

The Group’s average trade and bills receivables turnover days for
the year ended 31 December 2022 were 52.6 days (2021: 51.6
days), which were within the range of credit periods normally
offered by the Group to its customers. The shortened average
trade and bills receivables turnover days were primarily attributed
to the decrease in trade and bills receivables. Based on the
dates of the relevant sales invoices, 95.6% of the Group’s trade
and bills receivables aged within 90 days and the Group did not
notice any substantial long outstanding balances.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Trade and bills payables

As at 31 December 2022, the Group’s trade and bills payables
amounted to RMB940.6 million (31 December 2021: RMB524.1
million). Suppliers generally grant the Group credit period ranging
from 30 to 60 days, with certain suppliers require the Group
to make advance payment before product delivery. The Group
has financial risk management policies in place to ensure that
all payables are settled within the credit timeframe. Certain
suppliers allow the Group to settle its purchases by way of bank
acceptance bills and the Group may also endorse certain bills
receivables to its suppliers in order to settle the trade payable
due to them.

The Group’s average trade and bills payables turnover days for
the year ended 31 December 2022 were 214.4 days (2021:
111.4 days). The lengthened average trade and bills payables
turnover days were primarily attributed to the increase in trade
and bills payables.

Capital structure, liquidity, financial
resources and gearing

The Company’s shares were successfully listed on the Main
Board of the Stock Exchange on 13 November 2019. There
has been no change in the capital structure of the Group since
then. The Group mainly funds its business and working capital
requirements by using a balanced mix of internal resources,
borrowings and funds from the global offering.

The funding mix will be adjusted depending on the costs of
funding and the actual needs of the Group. For the year ended
31 December 2022, the Group recorded a positive cash flow
from operating activities of RMB555.9 million (Year ended 31
December 2021: positive cash flow of RMB21.4 million).
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As at 31 December 2022, the Group had net current assets
of RMB225.7 million (31 December 2021: RMB218.7 million),
cash and cash equivalents amounted to RMB36.6 million (31
December 2021: RMB82.9 million), pledged bank deposits
of RMB764.4 million (31 December 2021: RMB219.2 million)
and borrowings amounted to RMB51.8 million (31 December
2021: RMB58.2 million). The Group’s cash and cash equivalents
and bank borrowings as at 31 December 2022 were mainly
denominated in RMB.

As at 31 December 2022, the Group had borrowings of
RMB10.0 million (31 December 2021: RMB19.8 million) subject
to fixed interest rates and borrowings of RMB41.8 million (31
December 2021: RMB38.4 million) subject to variable interest
rates. As at 31 December 2022, the Group had a current ratio of
1.2 times (31 December 2021: 1.3 times) and gearing ratio of 0.2
(calculated by dividing total debt by total equity) (31 December
2021: 0.2).

As at 31 December 2022, the Group’s unutilised borrowing
facilities amounted to RMB110.4 million (31 December 2021:
RMB120.9 million).

Capital expenditure

For the year ended 31 December 2022, the Group incurred cash
flows on capital expenditures for the purchase of properties,
plant and equipment in the amount of RMB8.5 million (2021:
RMB3.1 million); and intangible assets in the amount of RMBO0.8
million (2021: RMB4.0 million), respectively.

Capital commitments

As at 31 December 2022, the Group had capital commitments of
RMB1.7 million in relation to the purchase of property, plant and
equipment (31 December 2021: nil).

Contingent liabilities

As at 31 December 2022, the Group did not have any material
contingent liabilities or guarantees (31 December 2021: nil).
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Pledge of assets and restricted deposit

As at 31 December 2022, the Group pledged trade and bills
receivables with carrying amount of RMB24.0 million (31
December 2021: RMB38.9 million), bank deposits with carrying
amount of RMB764.4 million (31 December 2021: RMB219.2
million) and land and building with carrying amount of RMB50.6
million (31 December 2021: RMB53.7 million) to secure its
borrowings and banking facilities.

Material acquisitions and disposals of
subsidiaries, associates and joint ventures

During the year ended 31 December 2022 and 2021, the
Group did not have any material acquisitions and disposals of
subsidiaries, associates or joint ventures.

Significant investments held by the group

Saved as disclosed herein, the Group did not make any other
significant investments during the year ended 31 December
2022.

Future plans for material investments and
capital assets

On 26 November 2020, Sprocomm Intelligence Limited
(“Sprocomm Intelligence”), an indirect wholly-owned subsidiary
of the Company, entered into an investment agreement with the
Management Committee of New Lingang Area of PRC (Shanghai)
Pilot Free Trade Zone* (0 ODOO OO0 O OOOODOODO
0000000) (the “Lingang Committee”), pursuant to
which, among others, (i) Sprocomm Intelligence agreed to set
up a smart device R&D headquarters at New Lingang Area with
an investment of fixed assets of not less than RMB120 million
(equivalent to approximately HK$142 million); and (i) Lingang
Committee agreed to provide various kinds of support and
subsidy to Sprocomm Intelligence. As at 31 December 2021,
the aforesaid investment was still in a preliminary planning stage.
For the details of this investment agreement, please refer to the
Company’s announcement dated 26 November 2020.

1 8 Sprocomm Intelligence Limited Annual Report 2022
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In the first quarter of 2022, the public bidding for the relevant
land parcel took place. The Group and the Lingang Committee
entered into a land use right transfer agreement, pursuant to
which the Lingang Committee agreed to transfer the land use
right for the land parcel situated at Nanhui New Town, Pudong
New Area (a site area of 6,373.3 square metres) to the Group at
a consideration of approximately RMB14.3 million. It is expected
that the land use right permit for this land parcel will be received
in 2023.

Saved as disclosed herein, the Group did not have any future
plans for material investments and capital assets during the year
ended 31 December 2022.

Foreign exchange risks

For the year ended 31 December 2022, the Group derived
64.9% (2021: 60.5%) of its total revenue from export sales
and these export sales were principally denominated in USD.
As at 31 December 2022, the Group had USD-denominated
monetary assets with carrying amount of RMB128.7 million (31
December 2021: RMB141.2 million) and USD-denominated
monetary liabilities of RMB33.9 million (31 December 2021:
RMB49 million). The Group is exposed to foreign exchange
risk arising from its export sales, monetary assets and liabilities
denominated in foreign currencies. Any appreciation of RMB
against USD will have a negative impact on the Group’s profit
margin. Management of the Group regularly reviews the impact
of exchange risk exposure on the Group’s financial performance
and may use foreign exchange hedging instruments to reduce
the Group’s exchange risk exposure if appropriate.
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Employees, remuneration policy and
training

As at 31 December 2022, the Group had 890 employees (31
December 2021: 1,022 employees), whose remunerations and
benefits are determined based on market rates, government
policies and individual performance. For the year ended
31 December 2022, the Group’s total staff costs (including
directors’ emoluments, salaries, allowances and other benefits
and contributions to retirement benefits scheme) amounted
to RMB141.5 million (2021: RMB137.7 million). To provide
incentives or rewards to its employees, the Company adopted
a share option scheme, particulars of which are set out in the
section headed “Share option scheme” in this annual report.
The Group provides comprehensive training and development
opportunities to its employees on a regular basis. The trainings
are arranged according to needs of employees, which are
identified annually by individual departments.

Pension scheme

The employees of the Group’s subsidiaries established in the
PRC are required to participate in a state-managed retirement
benefit scheme (the “Defined Contribution Scheme”) operated
by the PRC government. The Group is required to contribute
a certain percentage of basic payroll costs to the Defined
Contribution Scheme.

The Group’s contributions to the Defined Contribution Scheme
vest fully and immediately with the employees. Accordingly, (i)
for the year ended 31 December 2022, there was no forfeiture
of contributions under the Defined Contribution Scheme; and
(i) there were no forfeited contributions available for the Group
to reduce its existing level of contributions to the Defined
Contribution Scheme as at 31 December 2022. The contributions
are charged to profit or loss as they become payable in
accordance with the rules of the Defined Contribution Scheme.

Event after the reporting period

Saved as disclosed herein, the Group does not have any
important events after the year ended 31 December 2022 and up
to the date of this annual report.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
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Executive Directors

Mr. LI Chengjun (Z & &), aged 50, is an executive Director,
the chief executive officer and the chairman of the Board
and is mainly responsible for corporate strategic planning,
overseeing the overall operations, day-to-day management
and business development of the Group. Mr. Li established
Shenzhen Sprocomm Telecommunication Technology Co.,
Ld*(DO00O0O00D00ODOO00) (“Shenzhen Sprocomm”),
the main operating subsidiary of the Group, with Mr. Xiong
Bin on 16 September 2009. He is also currently the director
of the Company’s subsidiaries, namely Shenzhen Sprocomm,
Sprocomm Intelligence (HK) Holdings Limited (O O O O O O
0O 0O 0O 0O), Sprocomm Technologies Co., Ltd. (O 0 0O 0O 0O O
0 0 d gd), Sprocomm Technologies Co., Ltd. (0 O OO O
000 D000 0O 0), Guizhou Sprocomm Telecommunication
Technology Co., Ltd* (D 0000000 OODODO), Chengdu
Sprocomm Cloud Technology Co., Ltd* (0 OO0 00O OODO
0 O), Guizhou Mars Exploration Technology Co., Ltd.* (O O
Oo0oO0OO0O0O ODO0O), Grace Kirin Limited (D0 0000 O),
Xiaohe Growth Shenzhen Technology Co., Ltd* (D 00O 0O OO
00 0000) and Shenzhen Fengma New Energy Technology
Co,ltd*(0DOODOOOOOOODOOO). Mr. Liis a director
of Leap Elite Limited, a controlling Shareholder of the Company.

Mr. Li has more than 20 years of relevant experience in the
mobile communications industry. Prior to joining the Group, Mr.
Li held a senior management position in the wireless network
department and terminal department of Shenzhen Huawei
Technologies Co., Ltd* (D O 0O OO0 O 0O O O O), a company
principally engaged in the telecommunication equipment
business from April 1997 to February 2007, where he was mainly
responsible for the research and development of communication
terminal and sales and marketing. From August 2007 to June
2009, Mr. Li served as the chief executive officer of the business
operation headquarters of SIM Technology Group Limited (0 O
0000DDO0O0O) (stock code of Stock Exchange: 02000)
(“SIM Technology”), a company whose shares are listed on the
Stock Exchange and is principally engaged in the manufacturing,
design and development and sale of liquid crystal display
modules, mobile handset solutions, and wireless communication
module solutions, where he was mainly responsible for
overseeing its PRC operation and management. Mr. Li graduated
from Beihang University (O O 0 0 0 0O O O ) in July 1994 with a
bachelor degree majoring in electrical technology, and then,
graduated with a master degree of engineering in March 1997.

*  For identification purpose only
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Mr. XIONG Bin (K& #2), aged 45, is an executive Director and
vice chairman of the Board and is mainly responsible for
overseeing the sales and marketing of the Group. Mr. Xiong is
one of the founders of Shenzhen Sprocomm on 16 September
2009. He is also currently the director and vice general manager
of Shenzhen Sprocomm, the director of Windhorse Technologies
INC. (00 00O0O0O0O0O0OOOOO) and the supervisor of
Shanghai Sprocomm Telecommunication Technology Co., Ltd.*
(OO0 OoooDobOO0oOgd), Guizhou Sprocomm
Telecommunication Technology Co., Ltd* (0D OO0 OO0 OO O
0 0 00d), Guizhou Mars Exploration Technology Co., Ltd.* (O
00000000 Ooao), Shenzhen Fengma New Energy
Technology Co., Ltd* (D OO OOODOODOOOOO)and
Luzhou Sprocomm Telecommunication Technology Co., Ltd.* (O
0000000000 0O)(formerly known as Luzhou Sipukang
Technology Co., Ltd* (D OO0 OOOOO0ODOO)). Mr. Xiong is
a director of Beyond Innovation Limited, a controlling Shareholder
of the Company. Mr. Xiong has over 15 years of relevant
experience in the mobile communications industry. Prior to
joining the Group, Mr. Xiong served in Amoi Electronics Co., Ltd.
(0O0DOCOOO0DODOD) (“Amoi Electronics”) from July 1999
to May 2008, where he first served as the vice general manager
of finance department responsible for handling the export
business and finance work of the overseas subsidiaries and later
as the vice general manager of the overseas sales department
responsible for overseas sales of smartphone products. Amoi
Electronics is principally engaged in research, manufacturing and
sales of smartphone and other electronic products. From May
2008 to August 2009, Mr. Xiong served as the general manager
of the overseas sales department of SIM Technology, where he
was mainly responsible for marketing and sales of the overseas
smartphone ODM business. Mr. Xiong graduated from Huazhong
University of Science and Technology (O O O O O O) in June
1999 and obtained a bachelor degree of economics majoring in
taxation. Mr. Xiong also obtained the qualification of Certified
Public Accountant (non-practising) in the PRC in December
2004.

*  For identification purpose only
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Mr. GUO Qinglin (38 & #), aged 40, is an executive Director
and is mainly responsible for managing the operation of supply
chain and sales activities of the Group. He is also currently the
director of the supply chain operation centre of Shenzhen
Sprocomm and a supervisor of Shenzhen Sprocomm. Mr. Guo
has approximately 13 years of relevant experience in the mobile
communications industry. Prior to joining the Group, Mr. Guo
served as a manager in the overseas sales department of Amoi
Electronics from September 2005 to December 2008, where he
was mainly responsible for developing overseas customers,
maintaining the customer relationship and sales of the company’s
main products. From April 2009 to December 2009, Mr. Guo
served as sales director in the overseas sales department of
Nanjing Wanlida Technology Co., Lid* (D 000000 OO0
O ), a company principally engaged in the production of
computers, mobile phones and projectors, where he was mainly
responsible for developing overseas customers, maintaining the
customer relationship and sales of the company’s main products.
Mr. Guo graduated from Jimei University* (O O O O ) in July
2005 and obtained a bachelor degree of economics majoring in
international economy and trading.

*  For identification purpose only
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Mr. WEN Chuanchuan (i&)I1JI1), aged 37, was appointed as an
executive Director of the Company with effect from 1 June 2021.
Prior to Mr. Wen’s appointment as an executive Director, he is a
member of the senior management of the Company. Since 21
September 2016, Mr. Wen has been serving as the director of
the manufacturing centre of Shenzhen Sprocomm
Telecommunication Technology Co., Ltd* (0 0 O OO0 O OO
0O 0O O 0O), a company established under the laws of the PRC
and an indirect wholly-owned subsidiary of the Company, and
has been responsible for supervising the operation of the
production plants of the Group. He is also currently (i) the director
and general manager of Luzhou Sprocomm Telecommunication
Technology Co., Ltd* (0 000000 ODO0OODO), formerly
known as Luzhou Sipukang Technology Co., Ltd.* (0 O 0 O O
00 0000), acompany established under the laws of the
PRC and an indirect wholly-owned subsidiary of the Company;
and (ii) the general manager of Chengdu Sprocomm Cloud
Technology Co., Ltd* (0D 00O ODODOOOCOOO), acompany
established under the laws of the PRC and an indirect non-
wholly-owned subsidiary of the Company. Prior to joining the
Group, Mr. Wen worked as an assistant engineer of Huawei
Machine Company Limited* (O O O O O O O O ), a company
principally engaged in research, development, manufacturing and
sales of communication products from July 2011 to October
2014, where he was mainly responsible for reviewing the
manufacturing plan and leading trial verification for new
smartphone products. Mr. Wen served as a director of the
assembly plant of Shenzhen Andao Yunke Company Limited* (O
O0O0D0O0OO0O0O0O0DOOO0OoO), acompany principally engaged in
development and manufacturing of smart terminals, capacitive
touch screens, machine assembly, metal and glass components
and mobile phone accessories from November 2014 to
September 2016, where he was responsible for the
establishment of machine assembly department and assisting in
the operation of the company’s departments and subsidiaries.

Mr. Wen graduated from the Northwest A&F University (O O O
000D DO) with a bachelor’s degree of management majoring
in electronic commerce in the PRC in July 2008. In June 2011,
Mr. Wen graduated from the Xi’an Jiaotong University* (O 0O O
00 0000O0O)and obtained a master’s degree of engineering
majoring in industrial engineering.

*  For identification purpose only
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Independent Non-Executive Directors

Mr. HUNG Wai Man JP (3t % R), aged 53, was appointed as
an independent non-executive Director on 18 October 2019.
Mr. Hung is a Deputy to the 13th National People’s Congress,
the Principal Liaison Officer for Hong Kong, Shenzhen Qianhai
Authority, and Adjunct Professor of the Belt and Road Research
Institute of Hainan University.

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

Mr. Hung is currently Executive Chairman of Chinese Big Data
Society, Hong Kong and Macao, Chairman of Hong Kong
Road Safety Association, Chairman Emeritus of the Y.Elites
Association, President Emeritus of Internet Professional
Association, Vice Chairman of the Monte Jade Science and
Technology Association of Hong Kong, Secretary General
of Hong Kong-ASEAN Economic Cooperation Foundation
and Council Member of Hong Kong Professionals and Senior
Executives Association etc. In 2012 to 2014, he had served as
an associate member of the Central Policy Unit of the HKSAR
Government. In 2008, Mr. Hung was selected as one of the Ten
Outstanding Young Persons of Hong Kong. He was a Standing
Committee Member of the 11th All China Youth Federation. In
2015, he was appointed as a Justice of the Peace by the Hong
Kong SAR Government. In 2016, he was given the Asia Social
Innovation Leadership Award by CMO Asia.
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Mr. Hung graduated from the Hong Kong Polytechnic University
with a Higher Diploma in Maths, Statistics and Computing. He
then obtained a BA (Hons) from the University of Bolton, MBA
from the University of Hull and MA in Public and Comparative
History from the Chinese University of Hong Kong. He also
obtained a LLM and LLD from the Renmin University of China, a
Master of Business Administration (Executive) from City University
of Hong Kong and PhD in Business Administration from Bulacan
State University, the Philippines.

Mr. Hung is currently an independent non-executive director of
LH Group Limited (stock code: 01978) and Sino Hotels (Holdings)
Limited (stock code: 01221), the shares of which are listed on the
Stock Exchange.

Mr. WONG Kwan Kit (EE7), aged 50, was appointed as an
independent non-executive Director on 18 October 2019. Mr.
Wong has over 20 years of experience in accounting and financial
management, mergers and acquisitions gained from certain
finance related positions of companies listed in Hong Kong. Mr.
Wong is currently an independent non-executive director of Man
Sang International Limited (stock code: 00938) and Culturecom
Holdings Limited (stock code: 00343), both of companies are
listed on the Stock Exchange. Mr. Wong holds a Master of
Business Administration degree from the Chinese University of
Hong Kong. He is a fellow member of the Hong Kong Institute of
Certified Public Accountants.
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Mr. LU Brian Yong Chen (& 7k 2f), aged 59, was appointed
as an independent non-executive Director on 18 October
2019. Mr. Lu has served as an independent non-executive
Director of InvesTech Holdings Limited (stock code: 1087), a
company whose shares are listed on the Stock Exchange and
is principally engaged in designs, development and provision
of communication system and manufacture and sale of signal
transmission and connectivity products from June 2015 to
January 2023. Mr. Lu has over 22 years of management
experience in Fortune 100 companies in Australia, Hong
Kong and the PRC, assisting in their business transformation
and growth. Prior to joining the Group, Mr. Lu served as a
manager, design/architecture of IBM Australia Limited, a
company principally engaged in manufacturing and selling
computer hardware and software and providing relevant services
from May 1995 to April 2001, where he was responsible for
managing network architecture. From April 2001 to June 2012,
Mr. Lu then served as a client unit executive in the IBM global
technology services department of IBM China/Hong Kong
Limited, a company principally engaged in manufacturing and
selling computer hardware and software and providing relevant
services, where he was responsible for the department’s strategic
planning and execution. Mr. Lu was an industry consultant of
IBM (China) Company Limited, a company principally engaged in
manufacturing and selling computer hardware and software and
providing relevant services from June 2012 to June 2015.

Mr. Lu graduated from South China University of Technology
(0D DD 0O0O0) with a bachelor degree majoring in engineering
in Computer Science in July 1986 and from the University of
New South Wales, Australia with a master degree of information
science in October 1994.
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Ms. TSENG Chin | (& # %), aged 54, was appointed as
an independent non-executive Director on 18 October 2019.
Ms. Tseng is a member of the 14th National Committee of
the Chinese People’s Political Consultative Conference and a
television programme host of Phoenix TV. Ms. Tseng is a veteran
financial programme host with over 27 years of experience
in Hong Kong, including hosting and presenting of television
programmes. Ms. Tseng has been serving as a television
programme host in Phoenix Satellite Television Company
Limited (O O O O O O O O), which is an indirectly wholly-
owned subsidiary of Phoenix Satellite Television Holdings Limited
(currently known as Phoenix Media Investment (Holdings) Limited
(stock code: 2008), a company listed on the Main Board of
the Stock Exchange, where she is responsible for hosting and
presenting television programmes and broadcasts relating to
the PRC and international economy and finance. She has also
been a standing committee member of Ifeng Finance Institute
(DO O0D0O0ODOO0O0), anon-profit making research institute
focusing on providing financial information via expert interview,
conference reports, research reports, financial and wealth
management forums since November 2016. She is the founding
vice president of GBA Carbon Neutrality Association and also
an honorary advisor to the Hong Kong Science & Technology
Youth Federation. She has been a life associate member of the
Hong Kong Independent Non-Executive Director Association
since January 2017. Ms. Tseng graduated from Fu Jen Catholic
University (0 O OO OO O, formerly knownasO OO OO O)
with a bachelor degree of arts majoring in mass communication
in June 1991.
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Senior Management

Mr. LIU Shangheng (%l 4 1€), aged 39, has been serving as
the financial controller of Shenzhen Sprocomm since December
2011. He is also a director of Shanghai Hemiao Chuangxian
Intelligent Technology Co., Ltd* (0 00 0O O0D0OOO0OOO
O O) and Shanghai Hexiangrun Intelligent Building Technology
Co,Ltd*(0O0OO0OO0OOOOOOOOO).

Mr. Liu has over 10 years of experience in financial work and
management. Prior to joining the Group, Mr. Liu held office
relating to cost accounting in Qingdao Haixin Communication
Technology Company Limited* (OO0 00000000 O0O) a
company principally engaged in research, development,
manufacturing and sales of mobile communication terminal
products from August 2006 to October 2008, where he was
mainly responsible for production cost accounting, cost analysis
and control related work. Mr. Liu then served as a director of
finance in Shenzhen Xiongtao Power Supply Technology
Company Limited* (0 00D O0OOO0OCDODOODOODOO), a
company principally engaged in research, manufacturing and
sales of battery from November 2008 to October 2011, where he
was mainly responsible for cost accounting and preparing the
financial statements and analysis.

Mr. Liu graduated from the Zhongnan University of Economics

and Law (0 O OO O0ODODO) in June 2006 and obtained two
bachelor degrees majoring in accounting and economics.

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

Corporate culture and strategy

The Company is an investment holding company and the
principal activities of its subsidiaries include research and
development, design, manufacture and sale of mobile phones,
PCBAs for mobile phones and 10T related products. The Group
is committed to provide high quality and reliable products and
services, and to create values to the stakeholders through
sustainable growth and continuous development.

The Board fosters a corporate culture by setting out the following
values to guide the conduct and behaviours of employees and
to ensure that the Company’s vision, mission and business
strategies are aligned to this corporate culture:

1. Integrity — we strive to do what is right;

2. Excellence — we aim to deliver excellence;

3. Collaboration — we are always better together;

4.  Accountability — we are accountable for delivering on our
commitments;

5. Empathy — we care about our stakeholders — employees,
customers, supply chain and the community; and

6. Sustainability — we are committed to a sustainable future.

30
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The Group will continue to review and adjust its business
strategies and keep track of the changing market conditions to
ensure prompt and proactive measures will be taken to respond
to the changes and meet the market needs to support the
continuous business development of the Group.

Adoption and compliance of corporate
governance practices

The Company has adopted a set of corporate governance
practices which aligns with the code provisions of the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14
of The Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) since 13 November 2019. Except
for code provision C.2.1, the Company has complied with the
code provisions set out in the CG Code for the year ended 31
December 2022.

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

The Stock Exchange published its conclusions on the
consultation paper entitled “Review of the Corporate Governance
Code and Related Listing Rules” in December 2021. The revised
Listing Rules and new CG Code have come into effect on 1
January 2022, and the requirements under the new CG Code will
be applied to corporate governance reports for financial years
commencing on or after 1 January 2022. The Company has
complied with these new requirements.

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

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as its code of conduct regarding
Directors’ securities transactions. All Directors have confirmed
that, following specific enquiry by the Company, they have
complied with the required standard set out in the Model Code
for the year ended 31 December 2022 and up to the date of this
annual report.

Chairman and chief executive officer

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

The independent non-executive Directors are highly skilled
professionals with a broad range of expertise and experience
in the fields of accounting, finance, business and corporate
governance. Their skills, expertise and number in the Board
ensure that strong independent views and judgement are
brought in the Board’s deliberations and that such views and
judgement carry weight in the Board’s decision-making process.
Their presence and participation also enable the Board to
maintain high standards of compliance in financial and other
mandatory reporting requirements, and provide adequate checks
and balances to safeguard the interests of the Company and its
shareholders. The Company annually assesses the independence
of each independent non- executive Director during their terms
of appointment. During the year ended 31 December 2022, the
Company received from each of the independent non-executive
Directors a written confirmation of their independence pursuant
to Rule 3.13 of the Listing Rules. The Company considers that all
the independent non-executive Directors are independent from 1
January 2022 to the date of this report.
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The Board

The Board currently comprises four executive Directors and four
independent non-executive Directors. The Board’s composition
as at 31 December 2022 is set out as follows:

Exg

gboboobobobobobobobo
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gooooooooog

Executive Directors HITES
Date of joining

Name Age Gender the Group Roles and responsibilities

HE FiR 1 Bl NAZAEBE B H BERBE

Mr. Li Chengjun 50 Male 16 September 2009 Corporate strategic planning, overseeing

goood ad doododoogoodgd the overall operations, day-to-day
management and business development
of the Group
goooboboooooooooa
goooooooooo

Mr. Xiong Bin 45 Male 16 September 2009 Overseeing the sales and marketing of

gooo g gooooooood the Group
gooooooooooon

Mr. Wen Chuanchuan 37 Male 1 June 2021 Overseeing the production of the Group

goooao a ogoooooooo gooooooo

Mr. Guo Qinglin 40 Male 18 January 2010 Managing the operation of supply chain

ooood ad ooodoooogd and sales activities of the Group
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Independent Non-executive Directors

Date of joining

BAFHTES

Name Age Gender the Group Roles and responsibilities

®A Fie 4 5l MAZEREH B H BERBE

Mr. Hung Wai Man 53 Male 18 October 2019 Supervising and providing independent

ooooo 0 Oooooooooo judgement to the Board
000000000 O0OoOo

Mr. Wong Kwan Kit 50 Male 18 October 2019 Supervising and providing independent

ooooo O oooooooooo judgement to the Board
OCooooOoCcoooooon

Mr. Lu Brian Yong Chen 59 Male 18 October 2019 Supervising and providing independent

oooodad O doododooooo judgement to the Board
OCO0oO0oO0oCcOooOoooo

Ms. Tseng Chin | 54 Female 18 October 2019 Supervising and providing independent

goood g 0ooooooogo judgement to the Board

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

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

The Board is responsible for the leadership and control of the
Company. It also oversees the Group’s business, strategic
decisions and performance and is collectively responsible
for promoting the success of the Company by directing and
supervising its affairs. Directors of the Board shall take decisions
objectively in the interests of the Company and its shareholders.
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Board independence

The Group has established mechanisms to ensure independent
views and input are available to the Board and such mechanisms
will be reviewed annually by the Board. During the year ended 31
December 2022, the Board has reviewed the implementation and
effectiveness of the following mechanisms at the Board meeting:

36

Four out of the eight Directors are independent non-
executive directors, which exceeds the requirement of
the Listing Rules that at least one-third of the Board are
independent non-executive directors;

The Nomination Committee will assess the independence
of a candidate who is nominated to be a new independent
non-executive director before appointment and the
continued independence of the current long-serving
independent non-executive director (if any) on an annual
basis;

All independent non-executive Directors are required to
submit a written confirmation to the Company annually
to confirm the independence of each of them and their
immediate family members, and their compliance with the
requirements as set out in the Rule 3.13 of the Listing Rules;

All Directors are entitled to retain independent professional
advisors as and when it is required;

All Directors are encouraged to express freely their
independent views and constructive challenges during the
Board/Committee meetings;

No equity-based remuneration with performance-related
elements will be granted to independent non-executive
Directors;

A Director (including independent non-executive Director)
who has a material interest in a contract, transaction or
arrangement shall not vote or be counted in the quorum on
any Board resolution approving the same; and

The chairman of the Board meets with independent non-

executive Directors annually without the presence of the
Executive Directors.
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Appointment, re-election and removal of
directors

Each of the executive Directors, expect Mr. Wen Chuanchuan
has entered into a service contract with the Company for a
term of three years commencing on 13 November 2019, until
terminated by enter party giving not less than three months’
notice in writing to the other. Mr. Wen Chuanchuan was
appointed as an executive Director on 1 June 2021 and he has
entered into a service contract with the Company for a term of
three years commencing on 1 June 2021, until terminated by
either party giving not less than three months’ notice in writing
to the other. Each of the independent non-executive Directors
has entered into an appointment letter with the Company for a
term of three years commencing on 13 November 2019. Each
of the independent non-executive Directors has renewed the
appointment letter with the Company on 13 November 2022
and such appointment will be terminated by either party giving
not less than three months’ notice in writing to the other; and in
accordance with the articles of association of the Company (the
“Articles”) and the Listing Rules.

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

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

BEECZE BEERER
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According to 109(a) of the Articles, Mr. Li Chengjun, Mr. Wong
Kwan Kit and Mr. Lu Brian Yong Chen will retire by rotation and,
being eligible, offer themselves for re-election at the forthcoming
annual general meeting of the Company.

Board diversity policy

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

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

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

During the year ended 31 December 2022, the Nomination
Committee reviewed the structure, size and composition of
the Board with reference to the Board Diversity Policy in order
to comply with the CG Code. The Company considers that
the current composition of the Board, one out of its eight
members being women, has achieved Board diversity through
the consideration of a number of factors, including gender,
nationality, professional background and skills. The current
Directors have extensive experience in mobile communications
industry and professional knowledge of corporate advisory,
business development and accounting.
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Nomination policy

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

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

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

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

— the candidate or the re-elected Director is able to commit
and devote sufficient time and attention to the Company’s
affairs;

—  the level of independence from the Company, and potential
or actual conflicts of interest of the candidate or the re-
elected Director; and

—  other relevant factors considered by Nomination Committee
on a case-by-case basis.

The aforesaid factors are for reference only, and not meant to
be exhaustive and decisive. The Nomination Committee has the
discretion to nominate any person as it considers appropriate.
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Nomination process

The Nomination Committee is responsible for ensuring that the
selection criteria are being applied consistently and fairly in the
nomination process and confirming the same to the Board when
making its recommendation on appointment.

A. Procedures for appointment of new Director
Subject to the provisions in the Articles, if the Board
recognises the need to appoint a new Director, the following
procedures should be adopted:

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

— the Nomination Committee evaluates the candidates
and recommends to the Board the appointment of the
appropriate candidate for directorship; and

— the Board decides the appointment based upon the
recommendation of the Nomination Committee.

B. Procedures for re-election of Director at general
meeting
Procedures for re-election of Director at general meeting are
set out as follows:

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

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

—  the Nomination Committee shall recommend to the
Board which shall then make recommendation to
shareholders in respect of the proposed re-election of
Director at the general meeting.
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C. Procedures for nomination by shareholders C. OOCL
Procedures for nomination by shareholders are set out as ooao
follows:

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

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

Monitoring and reporting

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

Review of the Nomination Policy

The Nomination Committee will review the Nomination Policy
periodically in line with the Company’s strategy and recommend
any proposed changes to the Board for approval.
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For the year ended 31 December 2022, the Nomination
Committee conducted the followings:

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

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

—  reviewed the Board Diversity Policy; and

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

Proceedings of board meetings and board
committee meetings

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

A Director shall not vote (nor shall he be counted in the quorum)
on any resolution of the Board in respect of any contract
or arrangement or proposal in which he or any of his close
associate(s) has/have a material interest, and if he shall do so his
vote shall not be counted (nor shall he be counted in the quorum
for that resolution).
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Set out below are details of the attendance record of each
Director at the Board, committee and general meetings of the
Company held during the year ended 31 December 2022:

ubobobOobobOobobobooDbo
gooooooDObDbOObOO0ooooooon

doddooooooooooo

Attendance/Number of Meetings Held
HEE/EERTRH

Regular Audit Nomination ~ Remuneration
Board Committee Committee Committee General

Meeting Meeting Meeting Meeting Meeting
Name of Directors BEpg EREZESE ENZEESE REZEEEE FMzZEEsR V-
Executive Directors BITES
Mr. Li Chengjun gooooao 414 - n - 171
Mr. Xiong Bin oooo 4/4 - - - 0/1
Mr. Li Hongxing ooooo 4/4 - - - 17
Mr. Guo Qinglin ooooo 4/4 - - - 171
Mr. Wen Chuanchuan goooo 4/4 - - - 171
Independent Non-Executive Directors BV F#1TES
Mr. Hung Wai Man ooooo 3/4 213 - 11 0/1
Mr. Wong Kwan Kit goooao 414 313 17 mn 1n
Mr. Lu Brian Yong Chen ooooo 4/4 313 171 n 171
Ms. Tseng Chin | ooooo 4/4 - 171 mn mn

The Board will make arrangements for holding at least four
regular Board Meetings in each financial year.

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

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

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

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

During the year ended 31 December 2022, the Audit Committee
held three meetings and the work performed by the Audit
Committee was summarised as follows:

1. reviewed the Company’s interim results for the six months
ended 30 June 2022 and annual results for the year ended
31 December 2021;

2. reviewed the Company’s interim report for the six months
ended 30 June 2022 and annual report for the year ended
31 December 2021, which set out the Group’s accounting
policies, financial performance and position;

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

5.  made recommendations to the Board regarding the change
of external auditors;

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

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

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

Remuneration committee

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

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

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

During the year ended 31 December 2022, the Remuneration
Committee held one meeting to review and the work performed
by the Remuneration Committee was summarised as follows:

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

2. reviewed the appropriateness of the remuneration policy;
and

3. evaluated the performance of Directors and senior
management of the Group.
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Nomination committee
The Company has established a Nomination Committee on 18
October 2019 with written terms of reference in compliance
with CG Code provision B.3.1. The terms of reference of the
Nomination Committee are available on the websites of the Stock
Exchange and the Company.

The Nomination Committee consists of four Directors, namely
Mr. Li Chengjun, Mr. Wong Kwan Kit, Mr. Lu Brian Yong Chen
and Ms. Tseng Chin I. Mr. Li Chengjun is the chairman of the
Nomination Committee. In compliance with the Listing Rules, the
Nomination Committee is chaired by the chairman of the Board
and the other members are independent non-executive Directors.

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

During the year ended 31 December 2022, the Nomination
Committee held one meeting and the work performed by the
Nomination Committee was summarised in the paragraph
headed “Nomination policy” of this corporate governance report.

Dividend policy

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

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

Whistleblowing policy

In compliance with the CG Code, the Group has implemented
whistleblowing policy to provide a well-defined and accessible
channel for reporting fraud, corruption, dishonest practices, or
other similar matters and guidance on how an investigation would
be initiated upon receiving a complaint. The policy also protects
employees who report fraudulent activities in good faith and
reasonable belief. A whistleblowing officer is elected to ensure
that any reported case is dealt with in an expedited manner.

Upon receiving the complaint, the Board decides the method
of investigation, which may involve appointing an external
consultant for assessment. The Board will monitor and review the
effectiveness of the whistleblowing policy from time to time.

Anti-fraud and anti-corruption policy

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

Employees must not accept or request any improper benefits
including banquets, gifts, securities, valuables and high-
expenditure entertainment activities from business partners,
suppliers and merchants, etc. When there is any alleged case in
violation of laws, regulations, code of conduct or Group’s policies,
the Group will investigate and impose disciplinary actions upon
offenders after verification. The Group also provides trainings to
directors and employees from time to time to ensure that they
comply and familiar with the anti-fraud and anti-corruption policy
of the Group.
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The Board will monitor and review the effectiveness of the anti-
fraud and anti-corruption policy from time to time.

Corporate governance function

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

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

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

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

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

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

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

Pursuant to the CG Code provision C.1.4, all Directors O0O0OOOOOOOOOC14000000
should participate in a programme of continuous professional 00000000 OOOOOOOOO0OO
development to develop and refresh their knowledge and skilsto 0000000000 OOOOOOO0OAO
ensure that their contribution to the Board remains informedand OO0O000O0000O0O0O0OOO0OOOO0OCOOO
relevant. The Company should be responsible for arrangingand O0000O000O0O0O0OO0OOOOOOOO
funding training, placing an appropriate emphasisontheroles, O OOOOO0OOO0OOOOOOOOOOOO
functions and duties of the Directors. During the yearended 31 O 00000000 OOOOOOOOODO
December 2022, the Company had arranged to provide tranings OO0 OO OO0OOOOOOOOOOO0OO
to all Directors. During the year ended 31 December 2022, the O 0O0O0O0O

Directors participated in the following continuous professional
development:

Training on
corporate
governance,
director’s duties,
environment, social

and governance, Reading
and/or regulatory materials
update updating on
(Note 1) new rules and
TE¥EER EERE - regulations
BE HEREARN MEEHK
EIR/BEHRE HBRBIRAE
Name of Directors EENE oooig HwEH
Executive Directors HITES
Mr. Li Chengjun ooooo v/ v/
Mr. Xiong Bin oooo v/ v/
Mr. Guo Qinglin ooooo v/ 4
Mr. Wen Chuanchuan ooood v/ v/
Independent Non-Executive Directors ~ BV FHTEE
Mr. Hung Wai Man ooooo v v/
Mr. Wong Kwan Kit ooooo v/ 4
Mr. Lu Brian Yong Chen ooooo v/ v/
Ms. Tseng Chin | goooo v/ v/
Notes: ooo
1. Professional training was arranged by the Company to update the Directors’ 1. ooooOooooooooooso0on
knowledge.
2. The Company received from each of the Directors the confirmations on 25 0oo0ooooooooooeEnnnoon

taking continuous professional training.
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Auditor’s remuneration

The Company engaged Moore Stephens CPA Limited as its
auditor for the year ended 31 December 2022. There was no
disagreement between the Board and the Audit Committee
on the selection, appointment, resignation or dismissal of the
auditor.

During the year ended 31 December 2022, the remuneration
paid/payable to Moore Stephens CPA Limited is set out as
follows:

o B % B
gooobooobobobooboooboobo
gboobobobobobobobobo
ggooobooooooooooogobo
gboodoooooooooooo

gooobooobobobooboooboobo
gbobobobobobobobobo
gooogoogn

Remuneration

Services rendered paid/payable
R IR EEP ThE:d)
RMB’000

goooo

Audit services oood 816
Non-audit services oooodo -
Total oo 816

Acknowledgement of responsibility for
consolidated financial statements

The Directors acknowledge their responsibilities for preparing
the financial statements of the Company for the year ended
31 December 2022. In preparing the consolidated financial
statements for the year ended 31 December 2022, the Directors:

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

 selected suitable accounting policies and applied them
consistently; and

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

The Directors are not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the
Company’s ability to continue as a going concern. The statement
of the independent auditor of the Company about their reporting
responsibilities on the consolidated financial statements is set out
in the section headed “Independent Auditor’s Report” from page
115 to page 121 of this annual report.
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Internal control

Risk management and internal control

The Board emphasises on the importance of risk management
and internal controls on the Group’s business operations
(including environmental, social and governance (“ESG")) and
development and acknowledges its overall responsibility for the
risk management and internal control systems and the review of
their effectiveness.

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

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

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

Risk identification
* Identify risks that may potentially affect the Group’s business
and operations.

Risk assessment
=  Assess the impact and consequence of the identified risks
on the business and the likelihood of their occurrence.

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

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

Risk monitoring and reporting

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

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

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

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

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

departments;

 Designated persons and departments to determine further
escalation and disclosure as required; and
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» Designated persons authorised to act as spokespersons
and respond to external enquiries.

During the year ended 31 December 2022, the Group
engaged an independent internal control reviewer to review
the effectiveness of its risk management and internal control
system. The scope of review was determined by the Board.
The independent internal control reviewer submitted a report
of findings and areas for improvement to the management.
The management presented these findings and areas for
improvements to the Board and Audit Committee. Having
considered (i) the existence of the risk management and internal
control system; (ii) the findings of the independent internal control
reviewer; (i) management will take into account the areas for
improvement suggested by the independent internal control
reviewer and further enhance the risk management and internal
control system, the Board and Audit Committee were of the view
that the Group had no material internal control deficiencies and
its risk management and internal control systems were effective
and adequate.

Company secretary

Ms. Jian Xuegen (“Ms. Jian”) was appointed as the company
secretary of the Company on 21 September 2019 and is
responsible for overseeing all the company secretarial matters
of the Group. In the opinion of the Board, Ms. Jian possesses
the necessary qualification and experience, and is capable of
performing the functions of a company secretary. During the
year ended 31 December 2022, Ms. Jian confirmed that she has
taken no less than 15 hours of relevant professional training as
required under Rule 3.29 of the Listing Rules.

Shareholders’ rights

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

Pursuant to article 64 of the Articles, extraordinary general
meeting shall be convened on the requisition of one or more
shareholders of the Company holding, at the date of deposit of
the requisition, not less than one-tenth of the paid-up capital
of the Company having the right of voting at general meetings.
Such requisition shall be made in writing to the Board or the
company secretary of the Company for the purpose of requiring
an extraordinary general meeting to be called by the Board for
the transaction of any business specified in such requisition.
Such meeting shall be held within two months after the deposit of
such requisition. If within 21 days of such deposit, the Board fails
to proceed to convene such meeting, the requisition(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure
of the Board shall be reimbursed to the requisitionist(s) by the
Company.

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

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

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

Investors relations

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

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

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

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

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

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

Constitutional Documents

On 18 October 2019, the Company adopted an amended and
restated memorandum and articles of association which had
been uploaded to the websites of the Company and the Stock
Exchange. Save as disclosed above, there had been no changes
in the constitutional documents of the Company during the year
ended 31 December 2022.
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About the Report

Sprocomm Intelligence Limited (the “Company”) and its
subsidiaries (collectively the “Group”) presents the Environmental,
Social and Governance (“ESG”) report, which contains
information on the Group’s business activities, ESG governance,
strategies, performances and ongoing commitment towards
sustainable development. This ESG report is intended to enhance
the confidence and understanding of the stakeholders towards
the Group.

About the Group

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

Reporting Period

This ESG report highlights the ESG performance of the Group
from 1 January 2022 to 31 December 2022.

Reporting Standard

This ESG report was prepared with reference to the
Environmental, Social and Governance Reporting Guide (the
“ESG Reporting Guide”) as described in Appendix 27 of the
Listing Rules and Guidance set out by the Stock Exchange. An
assessment on the applicability and materiality of the relevant
key performance indicators under the ESG Reporting Guide had
been conducted.

Reporting Principles
The Group applied the following principles in this ESG report:

e  Materiality: Material and relevant information to stakeholders
on different ESG aspects is covered in this ESG Report.
A materiality assessment was conducted to determine
material ESG issues with results reviewed and approved by
the board of directors (the “Board”).

56 Sprocomm Intelligence Limited Annual Report 2022

BARAERE

Sprocomm Intelligence Limited D 2% 2 & 100 O
000000000 A&KE@EOOOOO0OO0O00
DD0DMDRE - #HERERIOODDODDO
000000000000000000000
0000000000000 D0O000D0O
000000000000 000D0oOooo
000000000 0OoOon

FARAEE
goboooobooooobMooogonoo
goooooobobobbbobooooboo
gooooobobobobobbbbboobooo
gboooooboooboboooboboodg
gboobobobobobobobobo
gooodooooooooooboo

HEHE

000000000000 000000O0
000000000000000000
0000000000000000

L AER|

(=R a2

oo0o0o0O00oO0oO0O0O0O0O0O0O0oOoOooo
oo0000O00O0O0O0O00O0oOooooo
DDDMEBRE - HEREARRELSIDODO
0000000000000 0OO0oo0oooo
000000000000 0000n

HE R
D000000000000000000
Dooo

- [O0O0O0O0OO0OOOO0ODOOOOOODOO
000000000 0O0ooooon
0000000 00o00o0ooooon
0000000000000 00000On
O0D00D00DO0MESEMOOOODOO



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

gooouooogod

. Quantitative: The relevant standards, methodologies and
assumptions used to prepare the quantitative information
are disclosed, as appropriate. Quantitative information is
provided with narrative and comparative figures, where
possible.

=  Consistency: Consistent methodologies are used to prepare
and present ESG data in this ESG report, unless otherwise
specified, to allow for meaningful comparisons.

« Balance: The information is presented without the
inappropriate use of selections, omissions or other forms of
manipulation that would influence a decision or judgment by
the reader.

Reporting Scope

Based on the principle of materiality, the scope of this ESG report
concentrates on the Group’s business in the PRC, where the
Group carries out its principal business operations and most of
its employees and assets are located. All the PRC entities of the
Group were included in the assessment of ESG performance for
the purpose of this ESG report. The Group’s operations outside
the PRC were not included in the scope as they do not have
significant environmental and social impacts.

ESG Governance

The Group views ESG commitments as part of its responsibilities
and are committed to incorporating ESG considerations into its
decision-making process. To achieve this goal, the Group has
developed a framework to ensure ESG governance is aligned
with its strategic growth, while advocating for the integration
of ESG into its business operations. The structure of ESG
governance mainly comprised of two components, namely the
Board and the management team.

The Board holds the overall responsibility for the Group’s ESG
strategy and reporting by overseeing the overall governance and
progress of the Group’s ESG management system, policies,
commitments, strategies and objectives.
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Management of the Group is responsible for the collection and
analysis of ESG data, implementation of appropriate strategies
to improve the Group’s ESG performance, assessment of
whether current ESG policies and improvement measures are
effective, compliance with relevant ESG laws and regulations
and the reporting of major issues to the Board. To assess the
effectiveness of the Group’s ESG policies, management sets
key performance indicators and compares the indicators of
current year with those of prior year. Based on the results of this
comparison, ESG reports and the feedback from stakeholders,
the Board reviews the progress made by the Group against its
ESG-related goals and targets. The relevance of ESG-related
goals and targets to the Group’s business operations are
determined by regular communications with stakeholders.

The data and information in this ESG report are sourced from the
relevant documents, reports, statistical data, management and
operation information collected by the Group.

Information relating to the Group’s corporate governance
structure and practices has been set out in the section headed
“Corporate Governance Report” of this annual report.

ESG Strategies

The Group believes that it is essential to implement appropriate
ESG strategies in order to achieve sustainable corporate
development. Key ESG strategies of the Group are set out below:

Maintain regular communications with stakeholders to
identify ESG aspects that are material and relevant

=  Maintain high environmental and social standards to ensure
sustainable development of the Group’s business operations

e  Comply with all relevant laws and regulations in relation to
the Group’s business operations including health and safety,
workplace conditions, employment and the environment

= Encourage employees, customers, suppliers and other
stakeholders to participate in environmental and social

activities that benefit the community as a whole

e  Review the ESG strategies on an annual basis
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Stakeholder Engagement

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

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

K ESH
gbobobOobobOOobobobooDbo
gobodooooooooobooooo
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Management responses/

Stakeholders Expectations Communication channels
0 L EEEOE BERE
Governments and regulatory bodies e  Compliance with laws and e  Compliance operation
ooooood regulations - [ODOOO
e DODODODODODO e  Tax payment in full and on time
e  Tax payment in accordance e ODODODDODO
with laws
- [QOOOO
Shareholders e  Financial results e To improve profitability
oo e QOOOCO e QOOOOOO
e  Corporate transparency e  Regular information disclosure
- 0OOOO o EEEFESELT
e Sound risk control e  To optimise risk management
- [QOOOOOO and internal control
e [0OJOOCOOCDOODOOO
Employees e  Career development platform e  Promotion mechanism
oo o [ ERER=gE] e OOOO

e  Salary and benefits
- EFCHEKEN T

e  Safe working environment .

- DODODODODODO

Competitive salary and employee
benefits
BEEESL SN NS 2B

To provide trainings for
employees and strengthen their
safety awareness
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Management responses/

Stakeholders Expectations Communication channels
=0 " EHEEDE BERE
Customers e Logistics and delivery service =  To get delivery status through
od standards product tracking system
e 0DDOOODDOODO e 0JO0OOOODDOODODOOODO
e  Customer information ad
security e  Customer privacy protection
e QOOOOODO e QOOOOODO
e  Customer rights and interests =  Compliance marketing
protection e [QODOOO
e QJOOODDO
Suppliers e Integrity cooperation e  To build a stable and responsible
ogog - [QO0OOO supply chain
. Business ethics and . goooooogoooo
credibility e  To perform the contract
e DOODOODOOO according to law

Society and the public
goood

Environmental protection
oooo

Employment opportunities
oooo
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e Toreduce environmental
pollutions
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e  To putinto use environmental
protection and energy saving
equipment
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e  To provide equal employment
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Materiality Assessment

During the year ended 31 December 2022, with reference to
the scopes as required under the ESG Reporting Guide and
taking into consideration of the Group’s business operations, the
Group identified the following environmental, social and operating
issues that are material and relevant to the Group’s business
operations. If the Group does not implement effective strategies
to monitor and solve these issues, these issues may affect the
Group’s financial condition or operating performance. Further, the
Group made a materiality assessment on these environmental,
social and operating issues by conducting interviews with its
stakeholders.

Environmental issues Social issues

EEMMME
goooboobOoboOoobOOoobonoo
oooobOobOoooOobOOoobOooDoo
goooboocbOoboobOboobooooo
joooooobooooooobooo
ooboooooooooooboboboooo
gogooooobobbboboooboooooo
dododdoooooooooobobobobDboo
ddodoooooooooooo

Operating issues

RIEEHE HESHE EESE
1. Greenhouse gas emissions 8. Local community engagement  15. Economic value generated
oooooo oooooo oooooog
2. Energy consumption 9. Community investment 16. Corporate governance
oooo oooo oooo
3. Water consumption 10. Occupational health and safety 17. Anti-corruption
oooo ooooooo ooo
4. Waste 11. Labour standards in supply 18. Supply chain management
oo chain ooood
ooooooo
5. Saving energy measures 19. Customer satisfaction
ooono 12. Training and development [51} T} [ ]
ooooo
6. Use of raw materials and 20. Customer privacy
packaging materials 13. Employee welfare oooad
oooooooood oooo
7. Compliance with laws 14. Inclusion and equal

and regulations relating to
environmental protection
gobooooboobood

opportunities
O GREEEERPE]

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

HEKERNDERERLEENEREE

ESG issues
RE -HEREARBHE

HighO
Medium O
Low [

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

Confirmation and Approval

The Group endeavours to ensure that all the information
presented in this ESG report is accurate and reliable. This ESG
report had undergone the internal review process of the Group
and was reviewed by the Board. During the year ended 31
December 2022, the Group confirmed that it has established
appropriate and effective management policies and internal
control systems for ESG issues and the contents of this ESG
report comply with the requirements of the ESG Reporting Guide.

Contact Us

The Group welcomes stakeholders to provide their opinions
and suggestions. You can provide valuable advice in respect
of this ESG report or the Group’s performances in sustainable
development by mailing to 5D-506, F1.6 Block, Tianfa Building,
Tianan Chegongmiao Industrial Park, Futian District, Shenzhen,
China.
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A. Environment

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

The Group’s business operations are subject to certain
environmental requirements pursuant to the laws in the PRC
such as Environmental Protection Law of the PRC 0 O O
000000000 0Odao), Evaluation of Environmental
Effects Law of the PRCOO0 0 000 OOOOOOOO
0 0), Prevention and Control of Water Pollution Law of the
PRCOODODOOODOODOOOOONN), Prevention and
Control of Atmospheric Pollution Law of the PRC (J O O
000000000000 oD), Prevention and Control of
Environmental Noise Pollution Law of the PRC 0O O O
0000000000 OdDOdDn), Prevention and Control
of Solid Waste Pollution Law of the PRC 00O 0O 0O 0O O
0000000 000D0ODDOO0), and Regulations on
the Administration of Construction Project Environmental
Protecton 0 00O OO OO OO OO0, and Promotion
of Cleaner Production Law of the PRCO O 0 OO0 OO DO
goooooon.

AEE%QA:Q 2

OoooooooOoo

During the year ended 31 December 2022, the Group
complied with all applicable PRC environmental laws
and regulations in all material respects and had not been
subject to any material penalty in relation to environmental
protection.
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A.1 Emissions

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

()  Air pollutant emissions

During the year ended 31 December 2022,
air pollutant emissions were mainly related to
petrol consumption for the use of the Group’s
self-owned vehicles, which contributed to the
emission of 10.71 kg (2021: 9.92 kg) of nitrogen
oxides (NOx), 0.19 kg (2021: 0.17 kg) of sulphur
oxides (SOx) and 0.79 kg (2021: 0.73 kg) of
respiratory suspended particles (PM).

Air pollutant emissions reduction target

To better manage the Group’s ESG performance,
the Group decides to set quantifiable targets for
air pollutant emissions as follows:

A1 BERR
go0O0O0oOoOoooooooooo
gooooooooooooooo
OO00oo0ooOgoooogoooo
Oo00ooooooooogoooo
gooooooooooooobo
OOoooooooooooooo
go0oO0oOooooooooooo
OO00o0oooooooOooooo
OO0Oooooooooooooo
gooooooooooogoog
OOo00ooooooooOonooono
000000000 ISO 140010 O
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() DoooOoOO
000O000O0O0O0O0O0OoOn
oooOoooO0OO0OO0OO0O0O0O0
0000000000000
000000001071000
O0ONOXIOOOD0D009.92
0000049000000 (SOX)
00000000470 000 0.79
000000000 PMEOO
00O000.730 000
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Environmental indicators  Reduction target Baseline year Status
REER HHE B R HEF AR5
NOx emission intensity Reduce 3% by Year 2027 Year 2022 In progress
NOxO O OO 00000000 3% ooooo ooo
SOx emission intensity Reduce 3% by Year 2027 Year 2022 In progress
soxooono 00000000 3% ooooo ooo
PM emission intensity Reduce 3% by Year 2027 Year 2022 In progress
PMO DO OO OOooO0ooO0oo0Od3% ooooo ooo
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(i) Greenhouse gas emissions (i
For the year e
31 Decembe
BE-ZC
tZA=t
Emission : | ‘
(intCO,e) a‘.‘ ‘ i
HHE (8 ;
Scope of greenhouse gas emissions  BERBHFHEE  —HLHEE) | ]
Scope 1 Direct emission HE1EEER | I
Combustion of petrol for mobile vehicles 000000 30.53
Consumption of refrigerant oooooo 81.45
Scope 2 Indirect emission #E2BEER
Purchased electricity oooo
Scope 3 Other indirect emission HEIHMEEER
Paper waste disposal oooo
Water consumption or
Business air travel oooo
Total @t
Notes:

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

(2)  The above emission data does not include the removal of
CO, contributed by recycling of paper.
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During the year ended 31 December 2022,
the Group’s activities contributed to 6,182.38
tonnes (2021: 6,741.48 tonnes) or 0.1 tCO,/m,
(2021: 0.1 tCO,/m,) of carbon dioxide equivalent
(carbon dioxide, methane, nitrous oxide and
hydrofluorocarbons) emission. The decrease
in carbon dioxide equivalent emission for the
year ended 31 December 2022 was primarily
attributed to the successful implementation of the
Group’s measures to reduce the consumption of
resources, in particular electricity. Details of the
Group’s measures to reduce the consumption
of resources and the related emissions are set
out below. Same as the previous two years, the
Group did not receive any complaints or warnings
on greenhouse gas emissions during the year
ended 31 December 2022.

Greenhouse gas emissions reduction target

To better manage the Group’s ESG performance,
the Group decides to set quantifiable targets for
greenhouse gas emissions as follows:

Environmental indicators  Reduction target
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06,182.3800 000000
6,741.480 000100000
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Baseline year Status

RIGER WEER R k3R
Greenhouse gas emissions  Reduce 3% by Year 2027 Year 2022 In progress
gooo O0o0oo0od 3% ogoooo oo

Sprocomm Intelligence Limited Annual Report 2022



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
oooooooon

Petrol consumption

During the year ended 31 December 2022, the
Group’s motor vehicles travelled 143,334 km
(2021: 132,749 km), which consumed 12,936
litres (2021: 11,663 litres) of petrol (14.53 litres
(2021: 11.73 litres) of petrol per employee) and
contributed to 30.53 tonnes (2021: 27.52 tonnes)
of carbon dioxide equivalent emissions. To reduce
the emissions arising from petrol consumption,
the Group encourages its employees to use
public transport when they attend business
activities. For business activities that take place
within walking distance, the Group encourages its
employees to walk or cycle to the destination.

Refrigerant consumption

During the year ended 31 December 2022,
the Group consumed 45 kg (2021: 50 kg) of
refrigerant (0.05 kg (2021: 0.05 kg) per employee)
in connection with the use of air conditioning
during its daily production and office operations,
which contributed to 81.45 tonnes (2021: 90.50
tonnes) of carbon dioxide equivalent emissions.
To reduce the emissions arising from refrigerant
consumption, the Group encourages its
employees to switch off the air conditioning when
they leave the office and production premises.

Electricity consumption

During the year ended 31 December 2022,
the Group consumed 6,516,763 kWh (2021:
7,130,284 kWh) of electricity (8,012 kWh (2021:
7,173 kWh) per employee) in connection with
its daily production and office operations,
which contributed to 5,865.09 tonnes (2021:
6,417.26 tonnes) of carbon dioxide equivalent
emissions. To reduce the emissions arising from
electricity consumption, the Group encourages
its employees to switch off the lights and other
electricity appliances when they leave the office
and production premises.

ooono
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Paper consumption

During the year ended 31 December 2022, the
Group consumed 1.3 tonnes (2021: 1.3 tonnes)
of paper (0.001 tonnes (2021: 0.001 tonnes) per
employee) in connection with its daily business
operations, which contributed to 0.01 tonnes
(2021: 0.01 tonnes) of carbon dioxide equivalent
emissions. To reduce the emissions arising
from paper usage, the Group encourages its
employees to conserve paper, review documents
on computers, send messages to customers via
emails, use recycled paper and adopt double-
sided printing.

Water consumption

During the year ended 31 December 2022, the
Group consumed 28,101 cubic metres (2021:
32,820 cubic metres) of water (31.6 cubic metres
(2021: 33.0 cubic metres) per employee) in
connection with its daily business operations,
which contributed to 28.10 tonnes (2021: 32.82
tonnes) of carbon dioxide equivalent emissions.
To reduce the emissions arising from water
usage, the Group encourages its employees to
conserve water and remember to turn off the
water tap after use. As a result, the employees
have increased their awareness to reduce
water consumption. During the year ended 31
December 2022, the Group did not encounter any
problems in sourcing water that is fit for purpose.
Further, the Group did not consume a significant
amount of water that was and disproportional to
the scale of its business operations.

Business air travel

The Group’s business nature requires employees
to travel by air to other countries for meetings with
customers and suppliers. They would only travel
by air when necessary and the Group keeps
track of their business air travels. During the year
ended 31 December 2022, business air travels of
the Group’s employees had contributed a total of
177.16 tonnes (2021: 173.37 tonnes) of carbon
dioxide equivalent emission.
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(i)

(iv)

Hazardous waste

During the year ended 31 December 2022, the
Group generated minimal amount of hazardous
waste. The major hazardous waste generated by
the Group was waste light tube. To minimise the
impact on environment, the Group has engaged
a professional waste disposal service company
for the disposal of hazardous wastes. The Group
will strive to reduce generation of hazardous
waste through upgrading technologies whenever
possible. Same as the previous two years, the
Group did not receive any complaints or warnings
on disposal of its hazardous waste during the
year ended 31 December 2022, and targets to
achieve the same performance in 2023.

Non-hazardous waste

During the year ended 31 December 2022, the
Group generated a total of 1,450 tonnes (2021:
1,550 tonnes) of non-hazardous waste (1.63
tonnes (2021: 1.56 tonnes) per employee). The
non-hazardous waste generated by the Group
were packaging materials generated from the
Group’s production process. The Group regularly
reminds its employees to use resources efficiently
and try to avoid the generation of waste. As
a result, the employees’ awareness of waste
management has been increased. Same as the
previous two years, the Group did not receive
any complaints or warnings on disposal of its
non-hazardous waste during the year ended 31
December 2022, and targets to achieve the same
performance in 2023.
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A.2 Use of resources

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

The Group’s total consumption of resources during
the year ended 31 December 2022 together with the
relevant conservation measures adopted by the Group
are detailed in the section headed “A.1 Emissions”
above.

A.3 The environment and natural resources

During the year ended 31 December 2022, the Group’s
business activities did not cause significant adverse
impact on the environment and natural resources.

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

keep track of its consumption level of resources;

. review the effectiveness of its conservation
measures; and

e design improvement measures

As a result, the Group’s employees are more aware of
the importance of using resources efficiently.
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A.4 Climate change A4 RIRZ1L

The Group manages the climate change risk with
reference to the Recommendations of the Task Force
on Climate-related Financial Disclosures (TCFD),
which contains four major components: Governance,
Strategy, Risk Management and Metrics and Targets.
The Board overseas the governance and reporting of
the Group’s climate change risk.

Management of the Group regularly monitors and
identifies climate change risk that is relevant to the
Group’s business operations. Strategies will be
implemented on a timely manner to mitigate such risk.

Climate change is mainly caused by the release of
carbon dioxide into the atmosphere, resulting from
the use of fossil fuels for electricity generation and for
transportation. As mentioned above, the Group has
implemented appropriate strategies to use resources
more efficiently and reduce emissions to combat
climate change and reduce potential costs in the
future.

During the year ended 31 December 2022, the Group
identified the following climate-related risks that
may have material impacts on the Group’s business
operations:

Physical risks

The increased frequency and severity of extreme
weather such as typhoons, storms and heavy rains can
disrupt the Group’s operations by damaging the power
grid, and communication infrastructures, and injuring
its employees during their work, leading to reduced
capacity and decreased in productivity, or expose
the Group to risks associated with non-performance
and delayed performance. To minimise the potential
risks and hazards, the Group has flexible working
arrangements and precautionary measures during bad
or extreme weather conditions.
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Transition risks

The Group anticipates that there will be more stringent
climate legislations and regulations to support the
global vision of carbon neutrality. We acknowledge
the requirements to enhance the climate-related
information disclosures as a result of the recent update
of the ESG Reporting Guide in respect to significant
climate-related impact disclosures of an issuer. Stricter
environmental laws and regulations may expose
enterprises to higher risks of claims and lawsuits.
Corporate reputation may also be adversely affected
by the failure to meet the compliance requirements for
climate change. The Group’s related capital investment
and compliance costs may increase. In response to
the policy and legal risks as well as the reputation risks,
the Group regularly monitors existing and emerging
trends, policies and regulations relevant to climate and
be prepared to alert the Board where necessary to
avoid cost increments, penalties for non-compliance
and/or reputational risks due to delayed response.

B. Social

72

B.1 Employment and labour practices

() Employment
Total employees

The Group had 890 full-time employees in the
PRC as at 31 December 2022 (31 December
2021: 1,022). The Group did not have any part-
time employees as at 31 December 2022. During
the year ended 31 December 2022, the Group
adjusted the number of staff according to its
actual business needs.
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Set forth below is the Group’s employee turnover
rate by gender, age group and geographical
region:

Geographical location: The PRC
For the year ended 31 Decemb

BE-®--Ft-A=t-F

Turnover rate A=

30 or below o0000

31-40 310 400

41-50 410 500

Above 50 50000

Total by gender R BB R A A 2

Geographical location: The PRC

For the year ended 31 De :
BE-Z-_—-F+=A

Turnover rate RER

30 or below 00000  676%  8041% | 7298%
31-40 310 400

41-50 410 500

Above 50 50000

Total by gender R BIHI R A
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Set forth below are the distribution of the Group’s
employees as at 31 December 2022 by gender

and age group:

DISTRIBUTION OF
EMPLOYEES BY GENDER

BURE SNBSS
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DISTRIBUTION OF

EMPLOYEES BY AGE GROUP

REREETNEES M
Above 50

41-50 5
412 505% ?g}oﬁ A

12%
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Female
g
49%
30-41
Male  s0m413%
F 41
51%

Employee benefits and welfare

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

During the year ended 31 December 2022,
the Group maintains social insurance for its
employees pursuant to the applicable PRC laws
and regulations by making contributions to the
mandatory social insurance and housing provident
funds which provide basic retirement, medical,
work-related injury, maternity and unemployment
benefits.
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During the year ended 31 December 2022, the
Group complies with the Labour Law of the PRC
and did not experience any significant disputes
with its employees or any disruption to business
operations due to labour disputes. In addition,
the Group did not experience any difficulties in
the recruitment and retention of experienced core
staff or skilled personnel.

Labour standards

During the year ended 31 December 2022, there
was no child labour nor forced labour working
in the Group. The job application requirement
specifies that job applicants must be at least 18
years old. To ensure that job applicants can meet
the age requirement, identities of job applicants
are verified against their valid identity documents,
relevant permits and certificates.

The human resources department is required
to carry out background checks to authenticate
information provided by job applicants and
is required to fill in forms that confirm hired
employees have met the age requirement. If
child labour or forced labour is discovered, such
matter will be reported to the human resources
department and the senior management and
the Group will enhance the internal controls :
immediately. No material non-compliance ] ' ERm _ - — - %= '
in relation to laws and regulations regarding )
prevention of child and forced labour was
recorded during the year ended 31 December
2022.
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(i)

(i)

Equal opportunity

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

Employee relations

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

Employee health and safety

The Group places emphasis on occupational
health and work safety. It provides a safe
working environment and training sessions for its
employees to ensure that they can work safely. It
has also implemented a system of recording and
handling accidents. Further, the Group also has
dedicated personnel responsible for administering
the internal worker safety policies, providing
relevant training and education, and conducting
regular inspections. During the year ended 31
December 2022, the Group had not experienced
any material safety accidents or been penalised
for any non-compliance relating to work safety
laws and regulations.
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Occupational health and safety data
for the three years ended 31 December 2022

iﬁﬁ:g

=+-H
RERR

Work related fatality

Work injury cases >3 days
Work injury cases <=3 days
Lost days due to work injury

Development and training

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

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

oooo
3000
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b. Pre-job training — To familiarise new b. DOODOOOOOODOO
employees or transferred employees with dooooooboodg
their new duties;

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

gbobooooooon
oobobooooooon
ooooooo

Set forth below is the number and
percentage of training hours completed
by the Group’s employees by gender and
employee category:

For the year ended 31 December 2022
BE_E__F+-A=1t-HLHEE
% of training

78

hours by
employee
category
RESEHR
Employee category Male Female Total ElomEd
BERA B prg i3 At BENADL
Training hours Training hours Training hours
oooo oood oooo
Senior management 152 - 152 2.6%
ooooog
Middle management 448 256 704 11.9%
ooooo
Other employees 2,580 2,496 5,076 85.5%
oooo
Total 3,180 2,752 5,932 100.0%
oo
% of training hours 53.6% 46.4% 100.0%
by gender

ooboooooooo

oooo
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For the year ended 31 December 2021
BE-Z--F+-A=t—-HLEFE

% of training

hours by
employee
category
RESEHR
Employee category Male Female Total Bl
EERA B prg 3 &5t REWE DL
Training hours Training hours Training hours
gooad oood good
Senior management 46 - 46 0.4%
ooooo
Middle management 552 Bl 925 7.7%
ooooao
Other employees 5,992 5,036 11,028 91.9%
oooo
Total 6,590 5,409 11,999 100.0%
@t
% of training hours 54.9% 45.1% 100.0%
by gender
BMRE DR IIEE
MR
B.2 Operating practices B2 R&EER
Supply chain management () O0OOOD

U)

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

When selecting equipment, the Group would also
consider whether they are energy efficient and
environmental friendly. During the year ended 31
December 2022, the Group principally sourced
its major raw materials (including PCBAs, display
modules, camera modules and mobile chips) and
equipment from PRC suppliers.

OoOoooog Sprocomm Inteligence Limited
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The geographical locations of the Group’s
suppliers of raw materials and equipment were as
follows:

gogoboboobobobo
gooooogo

Number of suppliers

HEBEAE
For the For the
year ended year ended
31 December 31 December
2022 2021
B=E 0o
—ET-= ooooo
Geographical locations of +=ZBA=+—B 0000000
the Group’s suppliers rEBHEFNMENE LEFE 0ooo
The PRC oo 643 609
Hong Kong oo 72 102
Total &&t 715 711
The Group expects its suppliers to uphold the ooooooooooooo
environmental, social and governance principles oo0bDoooobooood
that the Group has adopted into the management goobooooooood
of its business operations. In order to ensure ooobOooDOooDooboood
that the components and raw materials meet the oooDoobooooood
requisite safety and quality standards, the Group ddddddodgoooood
adopts stringent criteria in supplier selection dooooooooodood
(including but not limited to whether they provide ooboobOobooobooo
high quality raw materials, whether they maintain oo0oDoobOobooood
a high standard on environmental protection oooDoobOobooood
and comply with relevant laws on environmental 0o0o0oooooooooogd
issues, whether price is comparable to ooooDooooooood
market rate and location of their factories) and dooooooooogod
continuously monitors existing suppliers on an oooooooo

annual basis, based on criteria such as product
quality, product defect ratio, delivery punctuality
ratio and responsiveness.

Whether the supplier will continue to be included
in the Group’s list of approved suppliers depends
on the marks it achieved under annual evaluation.
The awareness of environmental protection is one
of the key criteria for the Group to evaluate the
suppliers.
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Product responsibility
Product assurance and recall

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

The Group’s quality management system has
complied with the standard of GB/T19001-
2016/1S09001:2015 Quality Management
Systems Requirements and awarded a certificate
for the design, development, production and
services of communication products, including
exportable mobile phone, on 18 January 2019,
which remains valid until 16 January 2025.
During the year ended 31 December 2022, the
Group did not experience any claims, litigations
and arbitrations or material adverse findings in
inspection by government authorities with respect
to product quality.

The Group only accepts product returns if
there is manufacture or design defect or the
product specification deviates from customers’
specifications During the year ended 31
December 2022, the Group did not experience
any product recall, material non-compliance
with laws and regulations in relation to product
safety nor receive any material complaints from
consumers.

(i)
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(i)

Intellectual property rights and information
security

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

During the year ended 31 December 2022, the
Group was not aware of any material infringement
(i) by the Group of any intellectual property rights
owned by any third parties; or (i) by any third
party of any intellectual property rights owned
by the Group. Further, there were no pending
or threatened material claims made against the
Group, nor had there been any material claims
made by the Group against third parties, with
respect to the infringement of intellectual property
rights owned by the Group.

Anti-fraud and anti-corruption

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

Employees must not accept or request any
improper benefits including banquets, gifts,
securities, valuables and high-expenditure
entertainment activities from business partners,
suppliers and merchants, etc. When there is any
alleged case in violation of laws, regulations,
code of conduct or Group’s policies, the Group
will investigate and impose disciplinary actions
upon offenders after verification. The Group also
provides trainings to directors and employees
from time to time to ensure that they comply and
familiar with the anti-fraud and anti-corruption
policy of the Group.
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The Board will monitor and review the
effectiveness of the anti-fraud and anti-corruption
policy from time to time.

During the year ended 31 December 2022,
the Group complied with all applicable laws on
prohibiting corruption and bribery of the PRC
and there was no concluded legal case regarding
corrupt practices brought against the Group or its
employees.

Whistleblowing policy

The Group has implemented whistleblowing
policy to provide a well-defined and accessible
channel for reporting fraud, corruption, dishonest
practices, or other similar matters and guidance
on how an investigation would be initiated upon
receiving a complaint. The policy also protects
employees who report fraudulent activities in
good faith and reasonable belief. A whistleblowing
officer is elected to ensure that any reported case
is dealt with in an expedited manner.

Upon receiving the complaint, the Board
decides the method of investigation, which may
involve appointing an external consultant for
assessment. The Board will monitor and review
the effectiveness of the whistleblowing policy from
time to time.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
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(iv) Data protection and privacy policy

The Group is committed to protecting the
privacy of its customers, employees, business
partners and suppliers by maintaining a safe
and secure data environment. The Group has
implemented appropriate policies to ensure that
all personal and business data collected during
the Group’s business activities are organised and
secured properly. Computers and servers are
protected from access passwords, Employees
are instructed of their responsibility to follow the
confidentiality code on the access to information
and to ensure the safekeeping of all personal,
customer and business data, trade secrets and
proprietary information. Employees are prohibited
from disclosing the information to unauthorised
parties.

B.3 Community investment

The Group acknowledges corporate social
responsibility and allocates resources to satisfy the
needs of the community. During the year ended 31
December 2022, the Group spent reasonable amount
of time and resources on environmental protection
as well as cultural and sport promotion. The Group
encouraged its employees to participate charitable
events. Going forward, the Group will continue to focus
on community needs and increase its investment in
community.
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The ESG Reporting Guide Content Index of &HBEKS
the Stock Exchange of Hong Kong Limited HERE

Subject areas, aspects, Description
general disclosures and KPls

TEHE EE —REER it
BRENIER

Mandatory Disclosure Requirements
BEIWERE
Governance Structure

ERRE

A statement from the board containing t I
following elements: y
000000000000 00000

()  adisclosure of the board’s oversig
ESG issues;
O0oo0oooooooooo
oooo

(i) the board’s ESG management ap
and strategy, including the proci
used to evaluate, prioritise and |
material ESG-related issues (incl
risks to the issuer’s businesses)
doo0ooooooooao
uobooooooooooo
ogoooooooobooon J
000000000 0000C 1 - - - S |

¥

(i) how the board reviews progress
against ESG-related goals and
with an explanation of how they
the issuer’s businesses. @ -
0000000 CAESEsgaSaeE [ [ -
DDDDDDDD'
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Subject areas, aspects,
general disclosures and KPIs
TEHE EH —REER
BRENER

Description

g

Relevant section in the ESG
report/Declaration

BRI -HEREBRREN
HERES BH

Reporting Principles
HERA

Reporting Boundary
HREEE

Aspect A1: Emissions
BEAT : BBy

General Disclosure
oOooao

86

A description of, or an explanation on, the
application of the reporting principles in the
preparation of the ESG report.
gboobooboboobooobog
gobooboooooo

A narrative explaining the reporting
boundaries of the ESG report and describing
the process used to identify which entities or
operations are included in the ESG report.

If there is a change in the scope, the issuer
should explain the difference and reason for
the change.
O0000o0o0ooDoDoooooooon
OOoooOoooooUooooooood
Oooooooooooooooooooo
0000000000o0ooooDoo

Information on:
00000OO0o0ooOooooooooog
0000oOoooOoobooooooo

(@) the policies; and
good

(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to air and
greenhouse gas emissions, discharges
into water and land, and generation of
hazardous and nonhazardous waste.
godoooboooboooooooa
ogooooog
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Subject areas, aspects, Description
general disclosures and KPls

ITRER - -BE —REER #HA

BEENER

KPIAL1.1
gooooboAl:

KPI'A1.2
ooooogaAlz

KPI'A1.3

oo0oo0O0oOgAls

KPI Al1.4

ooooO0OOAlL4

KPI' A1.5
oo0ooOogAls

KPI' A1.6
Oo0O0o000gAlLe

The types of emissions and respective
emissions data.
ooooooooooooo

Greenhouse gas emissions in total (in to

and intensity.
DDDDDDDDUDDDDDUDDG
Total hazardous waste produced (in ton es
and intensity.
DDDDDDDDDDUDDDDDE ]

Total non-hazardous waste produced
tonnes) and intensity. i
oooooooo0oooooood

Description of reduction initiatives an :
achieved. '
oooooooooooooooo

Description of how hazardous and j‘ I
hazardous wastes are handled, red ‘
initiatives and results achieved.
DDDDDDDDDDDDDDD"‘_ i
0oo0O00OO0O0O0O0Oooo
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Subject areas, aspects,
general disclosures and KPIs
TEHE EH —REER
BRENER

Description

g

Relevant section in the ESG
report/Declaration

BRI -HEREBRREN
HERES BH

Aspect A2: Use of Resources
BEA2: EREH

General Disclosure

ogooao

KPI'A2.1
ooooooAz2l

KPI A2.2
goooonoA22

KPI A2.3
ooobDDbOOA23
KPI A2.4

goooonDA24

KPI A2.5
goooonoA25

88

Policies on the efficient use of resources,
including energy, water and other raw
materials.
dooboobobooooobooboa
gooo

Direct and/or indirect energy consumption by
type in total and intensity.
Jboobooboooooooooao
goono

Water consumption in total and intensity.
gboboobogoo

Description of energy use efficiency initiatives
and results achieved.
gbooboobooboboobooo

Description of whether there is any issue in
sourcing water that is fit for purpose, water
efficiency initiatives and results achieved.
O0o0o0ooooooooooooog
dooooooooooood

Total packaging material used for finished
products (in tonnes).
Joboob0oobobobooobooboooo
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A.2 Use of resources
A20000

A.1 Emissions
Al100

A.1 Emissions —

(i) Greenhouse gas emissions —
Water consumption
AlD0OO@MOODOOODOO
oo

A.1 Emissions
A.10 0O

A.1 Emissions —

(i) Greenhouse gas emissions —
Water consumption
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A.1 Emissions —
(iv) Non-hazardous waste
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Subject areas, aspects, Description
general disclosures and KPls

TEER EFEH  —REER #Ht
BRENER

Aspect A3: The Environment and Natural Resources )
BEA3 : BERAARLR 1
General Disclosure Policies on minimising the issuer’s significa r
oooo impact on the environment and natural K
resources. N
ooOoODO00oO0o0ODO0O0O0O00D0O00d
ooooo ‘

KPI A3.1 Description of the significant impacts of |
00o0oo0OAs.1 activities on the environment and natura
resources and the actions taken to mar
them. '
Jd00D00odooOoOooooooo
oooooDooooooooon

Aspect A4: Climate Change

BEA4 : RIZE1E

General Disclosure Policies on identification and mitigatior

oogo significant climate-related issues whic
impacted, and those which may imp:
issuer. 5
DDDDDDDDDDDDDDE’
oooooooooooooo

KPI A4.1 Description of significant cIimate-reI

OO0OO00O0OA41 issues which have impacted and/or r
impact the issuer and the actions tak
manage them.
nooooooooooooooor
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Subject areas, aspects,
general disclosures and KPIs
TEHE EH —REER
BRENER

Description

g

Relevant section in the ESG
report/Declaration

BRI -HEREBRREN
HERES BH

Aspect B1: Employment
BEB1: EE

General Disclosure
oooo

KPIB1.1
gooobobbsBll

KPIB1.2
goooboobBl2

Information on:

gooooooooooboobooobbobo
gooooobobobobooooooon

g

@)

Total workforce by gender, age group and
geographical region.
oooooOooOOooOoOooOoboOobooooo

Employee turnover rate by gender, age group
and geographical region.
O0oOdOoooooooooooood

gooooo

the policies; and
good

compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to compensation

and dismissal, recruitment and

promotion, working hours, rest periods,

equal opportunity, diversity, anti-

discrimination, and other benefits and

welfare.

goooboooooooooooon

gooooobod

ogno
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B.1 Employment and labour
practices
BAOOOOOODO

B.1 Employment and labour
practices — (i) Employment —
Total employees
BAOOOODODDOOO
Gooooood

B.1 Employment and labour
practices — (i) Employment —
Total employees
BAOOODODOOOO
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Subject areas, aspects,
general disclosures and KPls
TEHE EH —REER
BRENER

Description

g

Aspect B2: Health and Safety
EmB2: BEHELZE
General Disclosure

oooo

KPIB2.1
gooboboogoB21

KPIB2.2
ooooogBs22

KPI B2.3
ooooodBs23

Information on: ‘
000000000 000000D00C
0ooo0o0o N
(@) the policies; and
oooo

(b) compliance with relevant laws and
regulations that have a significant i
on the issuer relating to providing :
working environment and protecti
employees from occupational ha
O0000o0o00ooOoooOocC
ooooooo i

Number and rate of work-related fatali
Jooo0OOoOoooooooon '

Lost days due to work injury.
ooooooo

Description of occupational health and 1
safety measures adopted, and how they are
implemented and monitored.
0000000000000 O000010
0ooOo00o00 '
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Subject areas, aspects,
general disclosures and KPIs
TEHE EH —REER
BRENER

Description

g

Relevant section in the ESG
report/Declaration

BRI -HEREBRREN
HERES BH

Aspect B3: Development and Training

BEEB3: BREKIEI
General Disclosure
oooo

KPIB3.1
ooooboogBssl

KPI B3.2
oobobogB3.2

Aspect B4: Labour Standards
[EEB4 : & T#8|

General Disclosure

oooo

KPI B4.1
gooobobs41l

Palicies on improving employees’ knowledge
and skills for discharging duties at work.
Description of training activities.
gboobooboobooboobooo
gbooooooood

Percentage of employees trained by gender
and employee category.
ogo0oooooooooooooooog

Average training hours completed by gender
and employee category.
O0o00oo0ooooooooooooog
obooooon

Information on:
0o0ooobooooooon

(@ the policies; and
oooo

(b) compliance with relevant laws and

regulations that have a significant impact

on the issuer relating to preventing child
and forced labour.
gboodbbooboobooboobo
ooooooo

Description of measures to review
employment practices to avoid child and
forced labour.
gboobooboooboooooooo
gooo
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B.1 Employment and labour
practices —

(iv) Development and training
BiOOOUOOOo4Od
(WOOOOOo

B.1 Employment and labour
practices — (iv) Development and
training

BiOOOUODOOOO
(vOOoooo

B.1 Employment and labour
practices - (iv) Development and
training

BiAOOOODOOOO
(WOOoOOoo

B.1 Employment and labour
practices — (i) Employment
B.1OODDOODOO()OO

B.1 Employment and labour
practices — (i) Employment
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Subject areas, aspects,
general disclosures and KPIs
TEHE EH —REER
BRENER

Description

R

Relevant section in the ESG
report/Declaration

B HEREARBEN
HEREDS BH

KPI B4.2
ooooogBs4z2

Description of steps taken to eliminate such
practices when discovered.

00000 0oo0oOoooooooonoa
goooo

Aspect B5: Supply Chain Management

BmEBS5: HEHETE
General Disclosure
oooo

KPIB5.1
gooobobBsBsl

KPI B5.2
OoO0oo00OdBs.2

KPI B5.3
ooobDbO0O0BS3

KPI B5.4
goobO0OOB54

Policies on managing environmental and
social risks of the supply chain.
000000o0oOooooooon

Geographical locations of major suppliers.
ubooboobooa

Description of practices relating to engaging
suppliers.
0o0o0DooO0oooooooo

Description of practices used to identify
environmental and social risks along the
supply chain, and how they are implemented
and monitored.
O0O0DOO0OOO0OOoDoOOoooOOoooooog
O0o0oooooooooooooon

Description of practices used to promote
environmentally preferable products and
services when selecting suppliers, and how
they are implemented and monitored.
000 00 O EF EEEFEESE = EEsEg s
00000000 B E-EESENEEESEN

Aspect B6: Product Responsibility

[EmEB6: EmEIE

B.1 Employment and labour
practices — (i) Employment
B.1OODDODODO()DO

B.2 Operating practices —
(i) Supply chain management
B200D0D0D()DODODOO

B.2 Operating practices —
(i) Supply chain management
B20O0OOO@OOOOOO

B.2 Operating practices —
(i) Supply chain management
B2000D0D()DODODOO

B.2 Operating practices —
(i) Supply chain management
B2000O0O()OODODOO

B.2 Operating practices —
(i) Supply chain management
B20 0000 MHuHOOO
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Subject areas, aspects,
general disclosures and KPIs
TEHE EH —REER
BRENER

Description

g

Relevant section in the ESG
report/Declaration
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General Disclosure
oOooao

KPI B6.1
oobobooBe.l

KPI B6.2
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KPI B6.3

oooobonbBe3

KPI B6.4
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Information on:
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(@) the policies; and
good

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

Percentage of total products sold or shipped
subject to recalls for safety and health
reasons.
ddooooooooboooooooa
gooooooogd

Number of products and service related
complaints received and how they are dealt
with.
O000000o0oooooooooog
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Description of practices relating to observing
and protecting intellectual property rights.
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Description of quality assurance process and
recall procedures.
dodoooooboooboooooa

94 Sprocomm Intelligence Limited Annual Report 2022

B.2 Operating practices —
(i) Product responsibility
B20O0OOOMOODODO

B.2 Operating practices —
(i) Product responsibility
B20000O0GMDOOODO

B.2 Operating practices —
(i) Product responsibility
B20OODOO@MOODOO

B.2 Operating practices —
(i) Product responsibility
B200D00O®MDOOD

B.2 Operating practices —
(i) Product responsibility
B200D00O®MDOOD



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

gooouooogod
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general disclosures and KPIs
TEHE EH —REER
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Description
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Relevant section in the ESG
report/Declaration
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KPI B6.5
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Aspect B7: Anti-corruption
BEB7 : RET

General Disclosure
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KPIB7.1
goooobBsB7.l

KPI B7.2
goooboogBr.2

KPI B7.3
goooooBsB73

Description of consumer data protection
and privacy policies, and how they are
implemented and monitored.
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Information on:
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(@) the policies; and
good

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

Number of concluded legal cases regarding
corrupt practices brought against the issuer
or its employees during the reporting period
and the outcomes of the cases.
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Description of preventive measures and
whistleblowing procedures, and how they are
implemented and monitored.
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Description of anti-corruption training
provided to directors and staff.
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Subject areas, aspects, Description
general disclosures and KPIs
TEER EEH  —REER #H
BRENER

Relevant section in the ESG
report/Declaration

BRI -HEREBRREN
HERES BH

Aspect B8: Community Investment

[EEmBS: tEIRE

General Disclosure Policies on community engagement to

gooo understand the needs of the communities
where the issuer operates and to ensure
its activities take into consideration the
communities’ interests.
gbooboobooboooooooo
gboobooboobobooobooo

oooo
KPI B8.1 Focus areas of contribution (e.g. education,
O0o0o0oO0oBsl environmental concerns, labour needs,

health, culture, sport).
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KPI B8.2 Resources contributed (e.g. money or time)

00000O0OB8.2 to the focus area.
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The directors present to the shareholders the annual report and
the audited consolidated financial statements for the year ended
31 December 2022.

Principal activities

The Group is an ODM mobile phone supplier based in the PRC,
primarily engaged in research and development, designing,
manufacturing and sale of mobile phones, PCBAs for mobile
phones and loT related products, targeting emerging markets.
Particulars of the Company’s principal subsidiaries are set out in
note 39 to the consolidated financial statements.

Business review

The business review of the Group for the year ended 31
December 2022 is set out in the sections headed “Chairman’s
Statement”, “Management and Discussion and Analysis”,
“Corporate Governance Report”, “Environmental, Social and
Governance Report” and “Financial Summary” of this annual
report.

Principal risk factors and uncertainties

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

Rapid technological changes

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

Thin net profit margin

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

Concentration of customers

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

Future prospect and development

The Group’s business growth is expected to be driven by (i) the
huge population and the increasing disposable income of the
Group’s target sales locations; (i) increasing demand for 10T
products; and (iii) the roll-out of 5G telecommunication network.
In order to capture the potential market opportunities, the
Group will continue to expand its production capacity, enhance
its research and development capability, enrich its product
portfolio and increase its sales and marketing effort to diversify its
geographical locations.

Major suppliers and customers

During the year ended 31 December 2022, sales to the Group’s
largest customer and five largest customers accounted for
20.8% and 47.3% (2021: 23.6% and 54.3%) of the total revenue,
respectively.

On the other hand, purchases from the Group’s largest supplier
and the five largest suppliers during the year ended 31 December
2022 accounted for approximately 11.9% and 38.0% (2021:
10.0% and 23.7%) of the total purchases, respectively.

None of the Directors of the Company or any of their close
associates or any shareholders (which, to the best knowledge of
the Directors, own more than 5% of the Company’s issued share
capital) had any beneficial interest in the Group’s five largest
customers or suppliers for the year ended 31 December 2022.

Key relationships with employees,
customers and suppliers

Maintaining good relationships with employees, customers and
suppliers is critical to the Group’s business success. The Group
creates a decent working environment for its employees, where
they can work comfortably and achieve a work life balance. The
Group rewards its employees based on their performance and
also provides training to enhance their skills and knowledge. No
strikes and cases of fatality due to workplace accidents are found
in the reporting period under review.
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The Group believes that it is important to listen to customers’
needs and feedbacks on its products in order to maintain
sustainable relationship with customers. The Group collects such
information from various channels and performs detailed analysis
on how to improve existing products and develop new products
that would satisfy its customers.

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

Compliance with laws and regulations

During the year ended 31 December 2022, to the best
knowledge of the Directors, the Group has complied with all the
relevant laws and regulations that have a significant impact on
the Group. The Group also complied with (i) the requirements
under the Hong Kong Companies Ordinance, the Listing Rules
and the Securities and Futures Ordinance (the “SFO”) for the
disclosure of information and corporate governance; and (i) the
ordinances relating to occupational safety for the interest of its
employees.

Business activities in countries subject to
international sanctions

During the year ended 31 December 2022 and 2021, the
Group did not sell any products to countries that are subject
to international sanctions. The Group would not enter into any
transactions to finance or facilitate, directly or indirectly, activities
or business with, or for the benefit of, the countries subject to
international sanctions or sanctioned persons where this would
be in breach of the international sanctions.

The Directors believe that the Group has a reasonably adequate
and effective internal control framework to continue to assist the
Group in identifying and monitoring any material risk relating to
international sanctions laws so as to protect the interests of the
Company and the Shareholders.

ooo0obobOooOOobOOoobOooDoOo
gobooboocboooooboooboooo
oo0oooooobOoobooobooooon
udoodooooooooooo

oooobOoobOoooobobooooo
ooooooboooobOooooooooon
ooooooooooooog

BFEERZER
0OD00D0O00O0DOODOODO0D0OODOODO
Do0000O0O0O0O0O0OO0O0OO0O0OoOoOoO
0000000000000 O0OOOOn@)o
0000000000000 DD00DOm &
ERHMEKHIOOOODOOODOODDOO
0000 @{HOOO0D0DOO0OO0ODODOOOOOO
ooD

T 32 B B 1 8 9 Bl =R B R Y SR

O00 O O E ]Sl i)y
I A N VB ) ([ [
I A 9 5 1 L] - LT
000O0E BESESEREFEIT O EEE g
0000000 OsBsE B0 O LOSBPT
ERERNENENERSND 0 OO O EREEHEHEHE ]
EREP SRS (O] (0] [BHOLiEf D EHE

mY | (O EEE O

OQESEESTEREP | (0] [ 'SNSQENEY e[S R0
(L[5 1. [t 81 ] ] ] 5 ) S 8 v [ (8™ [ < [ N ]
(ISl SRR g RO ] [ RS8R
WNE O] (CNEEOHE

[ |

00o0oooo Sprocomm Intelligence Limited 99



DIRECTORS’ REPORT
goooon

Environmental policy and social
responsibility

The Group understands the importance of environmental
sustainability and protection and has adopted policies on
pollution prevention, preservation of natural resources and
adherence to environmental laws and regulations. Please refer to
the ESG Report on pages 56 to 96 for details of the Group’s ESG
performance.

Results and dividends

The results of the Group for the year ended 31 December 2022
and the state of affairs of the Company and of the Group at that
date are set out in the financial statements on page 122. The
directors do not recommend the payment of dividend for the year
ended 31 December 2022 (2021.: nil).

Subsidiaries

Details of the Company’s subsidiaries as at 31 December 2022
are set out in note 39 to the consolidated financial statements.

Property, plant and equipment

Details of movements in the property, plant and equipment of the
Group during the year ended 31 December 2022 are set out in
note 15 to the consolidated financial statements.

Share capital

Details of the movements in share capital of the Company during
the year ended 31 December 2022 are set out in note 29 to the
consolidated financial statements.
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Closure of the register of members

For the purposes of determining the shareholders’ eligibility to
attend and vote at the forthcoming annual general meeting to
be held on 30 May 2023 (Tuesday), the register of members of
the Company will be closed from 24 May 2023 (Wednesday) to
30 May 2023 (Tuesday), both days inclusive. The latest time to
lodge transfer documents for registration will be at 4:30 p.m.
on 23 May 2023 (Tuesday). During the above closure period,
no transfer of shares will be registered. To be eligible to attend
and vote at the forthcoming annual general meeting, all transfers
accompanied by the relevant share certificates and transfer
forms must be lodged with the Company’s branch share registrar
in Hong Kong, Tricor Investor Services Limited, at 17/F, Far East
Finance Centre, 16 Harcourt Road, Hong Kong before 4:30 p.m.
on 23 May 2023 (Tuesday).

Pre-emptive rights

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

Purchase, redemption or sale of listed
securities of the Company

For the year ended 31 December 2022, neither the Company nor
any of its subsidiaries has purchased, sold or redeemed any of
the Company’s listed securities.

Reserves and distributable reserves

The movements in the reserves of the Group during the year
ended 31 December 2022 are set out in the consolidated
statement of changes in equity of this annual report. The
distributable reserves of the Company are set out in note 30 to
the consolidated financial statements.

Tax relief and exemption

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

The Group did not make any donation during the year ended 31
December 2022 (2021: RMB nil).

Management contracts

During the year ended 31 December 2022, no contracts
concerning the management and administration of the whole
or any substantial part of the business of the Company or its
subsidiaries were entered into or existed.

Directors

The directors of the Company during the year ended 31
December 2022 and up to the date of this report were:

Executive Directors

Mr. Li Chengjun (Chairman and Chief Executive Officer)
Mr. Xiong Bin (Vice-chairman)

Mr. Guo Qinglin

Mr. Wen Chuanchuan

Independent Non-Executive Directors
Mr. Hung Wai Man

Mr. Wong Kwan Kit

Mr. Lu Brian Yong Chen

Ms. Tseng Chin |

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

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

In accordance with 109(a) of the Company’s articles of
association, Mr. Li Chengjun, Mr. Wong Kwan Kit and Mr. Lu
Brian Yong Chen will retire by rotation and, being eligible, offer
themselves for re-election at the forthcoming annual general
meeting of the Company.

Biographical details of directors and senior
management

Biographical details of the Directors and senior management of
the Group are set out on pages 21 to 29 of this annual report.

None of the members of the Board is related to one another.
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Emoluments of directors and senior
management and five highest paid
individuals

Details of the emoluments of the Directors and senior
management and the five highest paid individuals of the Group
are set out in note 11 and 12 to the consolidated financial
statements of this annual report. The remuneration of the senior
management of the Group for the year ended 31 December
2022 falls within the following band:

Remuneration band

B <& % =

EE SREBAERIEEESH
AT HEN =

goooooobobbbobboooooogo
goooooboooooboboobooboon
O1iz000o0ooooooooooooooon
oooooooooboobobboboo

Number of senior management
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Up to RMB1,000,000
000000 1,000,0000

Directors’ service contracts

Each of the executive Directors has entered into a service
contract with the Company for a term of three years commencing
on 13 November 2019, until terminated by enter party giving not
less than three months’ notice in writing to the other.

Each of the independent non-executive Directors has entered into
an appointment letter with the Company for a term of three years
commencing on 13 November 2019. Each of the independent
non-executive Directors has renewed the appointment letter with
the Company on 13 November 2022 and such appointment
will be until terminated by either party giving not less than three
months’ notice in writing to the other; and in accordance with the
articles of association of the Company and the Listing Rules.

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

1 04 Sprocomm Intelligence Limited Annual Report 2022

4

EERBEN

gboobooooobobobobooboo
gbooobooooobgoboboobooboo
gbobobobobobobobobo
goooo

goooobboooooooooobooobo
gbobOoobooboboobooboobo
gboboobobobobobobobo
gboboobooooobgoboooooboo
gbobobobobobobobobo
gbooboboboobobbooboo
oooogob

gboooboobooboobgobooboo
gbobobobobobobobobo
ubobdoboboboboobooboooboo
oooooo



DIRECTORS’ REPORT
goooon

Permitted indemnity provision

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

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

As at 31 December 2022, interests and short positions of the
Directors and chief executive of the Company in the shares and
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO, which have been notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which were taken or
deemed to have under such provisions of the SFO) or have been
entered in the register maintained by the Company pursuant to
section 352 of the SFO, or otherwise have been notified to the
Company and the Stock Exchange pursuant to the Model Code
are as follows:
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Mr. Li Chengjun (“Mr. Li") (Note 2) Founder of a discretionary trust 369,967,204 (L) 37.0%
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Mr. Xiong Bin (“Mr. Xiong”) (Note 3) Founder of a discretionary trust 305,032,256 (L) 30.5%
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Notes:
1. The letter “L” denotes long position of the shares.

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

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

Save as disclosed above, none of the Directors or chief executive
of the Company had registered any interests or short positions
in any shares and underlying shares in, and debentures of, the
Company or any associated corporations as at 31 December
2022, as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to
Part XV of the SFO or the Model Code.

Arrangement for directors to purchase
shares or debentures

Saved as disclosed in this report, at no time during the year
ended 31 December 2022 were rights to acquire benefits by
means of the acquisition of shares in or debentures of the
Company granted to any Director of the Company or their
respective spouses or minor children, or were such rights
exercised by them, or was the Company, its holding company or
any of its subsidiaries a party to any arrangements to enable the
Directors of the Company to acquire benefits by means of the
acquisition of shares in, or debt securities (including debentures)
of the Company or any other body corporate.
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Substantial shareholders’ and others’
interests and short positions in shares and
underlying shares of the company

So far as is known to the Directors, as at 31 December 2022,
the following corporation/persons (other than the interests of
the Directors or chief executives of the Company as disclosed
above) had interests of 5% or more in the issued shares which
fall to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO or
as recorded in the register required to be kept by the Company
pursuant to section 336 of the SFO:

Name

=1 B/ EEHE

Capacity/nature of interest

FEREE
B R A
g ,

oooooc
oooool
ooooo
005%0I
OXvOO 2C
Oooool
336000

Beneficial owner
OoooOoa

Leap Elite Limited
gooogo

Beneficial owner
ooog

Beyond Innovation Limited
oooooo

Ms. Sui Rongmei (Note 2)
oooooooozo

Interest of spouse
oooao

Ms. Yan Xue (Note 3)
O0o00yooad

Interest of spouse
oooo

JZ Capital Limited (Note 4)
JZ Capital Limited7 [7 [7 400

Beneficial owner
[ [1™ (el

Mr. Ko Hin Ting, James (Note 4)
Do000oo40 oooooo
Ms. Chu Wing Yee, Vaneese (Note 5)
oboowoosog

Interest of spouse
ogooao

Interest in a controlled cor
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Notes:
1. The letter “L” denotes long position of the shares.

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

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

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

5. Ms. Chu Wing Yee, Vaneese is the spouse of Mr. Ko Hin Ting, James. As
such, Ms. Chu Wing Yee, Vaneese is deemed or taken to be interested in the
Shares in which Mr, Ko Hin Ting, James is interested pursuant to the SFO.

Save as disclosed above, as at 31 December 2022, the
Company has not been notified of any other relevant interests or
short positions in the issued share capital of the Company which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which were recorded
in the register required to be kept by the Company under Section
336 of the SFO.

Directors’ interests in transactions,
arrangements or contracts

No Director or his/her connected entity has or had a material
interest, either directly or indirectly, in any transactions,
arrangements or contracts of significance to the business of the
Group to which the Company or any of its subsidiaries, fellow
subsidiaries or its parent company was a party subsisting during
or at the end of the year ended 31 December 2022.

Directors’ and controlling shareholders’
interest in competing business

Apart from the Group’s business, none of the Directors, the
Controlling Shareholders (including Mr. Li, Leap Elite Limited, Mr.
Xiong and Beyond Innovation Limited) or any of their respective
close associates was engaged in or had any interest in any
business that competes or may compete with the principal
business of the Group, which would require disclosure under
Rule 8.10 of the Listing Rules. or has any other conflict of interest
with the Group during the year ended 31 December 2022 and up
to the date of this report.
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Share option scheme

The Company conditionally adopted a share option scheme (the
“Share Option Scheme”) on 18 October 2019 (the “Adoption
Date”), which become effective on 13 November 2019. The
purpose of which is to motivate the eligible participants to
optimise their future contributions to the Group and/or to
reward them for their past contributions, to attract and retain or
otherwise maintain on-going relationships with such participants
who are significant to and/or whose contributions are or will be
beneficial to the performance, growth or success of the Group.

The eligible participants include any full-time or part-time
employees, executives or officers, directors, advisers,
consultants, suppliers, customers and agents of the Company or
any of its subsidiaries; and such other persons who, in the sole
opinion of the Board, will contribute or have contributed to the
Group.

Subiject to the terms and conditions of the Share Option Scheme,
the maximum numbers of shares in respect of which options
may be granted under the Share Option Scheme and any other
schemes shall not, in aggregate, exceed 10% of the Company’s
shares in issue as at 13 November 2019 (i.e. 100,000,000
shares) unless approved by the shareholders of the Company.
Such limit also represented 10% of the of the total issued shares
of the Company as at the date of this annual report.

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

An option shall be deemed to have been granted and accepted
by the grantee and to have taken effect when the duplicate offer
document constituting acceptance of the options duly signed by
the grantee, together with a remittance in favour of the Company
of HK$1.00 by way of consideration for the grant thereof, is
received by the Company on or before the relevant acceptance
date.
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An option may be exercised in accordance with the terms of
the Share Option Scheme at any time after the date upon which
the option is deemed to be granted and accepted and prior to
the expiry of ten years from that date. The minimum period for
which an option must be held before it can be exercised will be
determined by the Board in its absolute discretion, save that no
option may be exercised more than ten years after it has been
granted.

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

Subject to earlier termination by the Company in general meeting
or by the Directors, the Share Option Scheme shall be valid and
effective for a period of ten years from the Adoption Date. As
at 31 December 2022, the remaining life of the Share Option
Scheme was approximately six years and 9.5 months.

For further details on the principal terms of the Share Option
Scheme, please refer to the paragraph headed “Statutory and
General Information — Other Information — 1. Share Option
Scheme” in Appendix IV to the Prospectus.

1 1 0 Sprocomm Intelligence Limited Annual Report 2022
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() Outstanding options
During the year ended 31 December 2022, the Company
did not grant any share options and no share options were
exercised and 2,500,000 share options were lapsed. Details
of the Company’s share options from 1 January 2022 to 31
December 2022 are as follows:

QOutstanding
asat
Date of Exercise Vesting Exercise 1 January
grant price  period period 2022 |
R=Bzzf |
A8 :
RiAH e HEH T8 HATE i :
Category: Employees l
&
Tranche 1 14 April 2020 HK$0.51 14 April 2020 to 1July 2021 to 8,220,000 I l
30 June 2021 13 April 2025 I I |
ooo ooooo 05100 00000 ooooo
ooooo 0ooooo ooooo :
00000 00000 :
0oooo ooooo
Tranche 2 14 April 2020 HK$0.51 14 April 2020 to 1July 2022 to
30 June 2022 13 April 2025
ooo ooooo 05100 00000 ooooo
ooooo 0ooooo ooooo
0oooo ooooo
0oooo ooooo
Tranche 3 14 April 2020 HK$0.51 14 April 2020 to ly2023t0 109000 - - (L000000)  9%00C0
30 June 2023 13 April 2025
ooo ooooo 05100 00000 ooooo
ooooo 0ooooo ooooo
0oooo ooooo
00000 ooooo
Tota it e~
. -

As at the date of this annual report, the number of shares
of the Company available for issue under the Share Option
Scheme upon the exercise of all above outstanding share
options was 24,900,000, representing 2.49% of the total
issued shares of the Company.
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(ii) Valuation of share options
(1) The following significant assumptions were used to
derive the fair value of the share options using the

(i) BRENMGE
(1) DooDOooDOooDOooOOooDOoooo
Oododoooooboooooao
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Binominal Options pricing model: ggoo
Tranche 1 Tranche 2 Tranche 3
%1 £ E=H
Date of grant 14 April 2020 14 April 2020 14 April 2020
oooo ooooo ooooog ooooo
ooooo ooooo ooooo
Fair value at grant date HK$0.211 HK$0.220 HK$0.227
oooooooo 0.21100 0.2200 0 0.2270 0
Share price HK$0.51 HK$0.51 HK$0.51
oo 05100 05100 05100
Exercise price HK$0.51 HK$0.51 HK$0.51
ooo 05100 05100 05100
Expected volatility 53.00% 53.00% 53.00%

oooo

Expected life 5 years 5 years 5 years
oooo 50 50 50
Exercise period 1 July 2021 to 1 July 2022 to 1 July 2023 to
13 April 2025 13 April 2025 13 April 2025
ooo ooooo ooooo ooooo
ooooo ooooo ooooo
oooog opooogo ooooo
oooog ooooo ooooo
Risk-free rate 0.58% 0.58% 0.58%

ooooo
Expected dividend yield
ooooo
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(2) Expected volatility was determined by calculating the
historical volatility of the price of listed companies
with businesses similar to the Group. The expected
dividend yield is determined by the directors based on
the expected future performance and dividend policy
of the Group.

(3) No share-based payment expense was recognised
for the year ended 31 December 2022 (2021: nil) in
relation to share options granted by the Company as
the performance condition was not satisfied.

Connected transactions

During the year ended 31 December 2022, the Company has not
entered into or conducted any connected transactions, which
were subject to the reporting, announcement or independent
shareholders’ approval requirements as required under the
Listing Rules.

Related party transactions

Details of the Group’s related party transactions during the
year ended 31 December 2022 are set out in note 37 to the
consolidated financial statements. None of these related party
transactions are connected transactions which are subject
to the reporting, announcement and shareholders’ approval
requirements under the Listing Rules.

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

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during
the year ended 31 December 2022.

Corporate governance practices

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

Equity-linked agreements

Other than the Share Option Scheme, no equity-linked
agreements were entered into by the Company during the year
ended 31 December 2022.
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Sufficiency of public float

Based on the information that is publicly available to the
Company and to the best knowledge of the Directors, the
Company has maintained a public float of no less than 25% of
the issued shares for the year ended 31 December 2022 and up
to the date of this report.

Review of audited annual results

The Company’s audited annual results for the year ended 31
December 2022 have been reviewed by the Audit Committee.

Model code for securities transactions by
directors of listed issuers

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as its code of conduct regarding directors’
securities transactions. All Directors of the Company have
confirmed that, following specific enquiry by the Company, they
have compiled with the required standard set out in the Model
Code for the year ended 31 December 2022 and up to the date
of the report.

Auditor

Reference is made to the Company’s announcement dated
18 October 2022. During the year ended 31 December 2022,
SHINEWING (HK) CPA Limited has resigned as the auditor of the
Company with effect from 18 October 2022 and the Company
appointed Moore Stephens CPA Limited to fill the causal vacancy
following the resignation of SHINEWING (HK) CPA Limited and to
hold office until the conclusion of the forthcoming AGM.

Moore Stephens CPA Limited, the auditor of the Company,
will retire at the conclusion of the forthcoming AGM of the
Company and be eligible to offer themselves for re-appointment.
A resolution will be submitted to the AGM to be held on 30 May
2023 to seek Shareholders’ approval on the appointment of
Moore Stephens CPA Limited as the Company’s auditor until
the conclusion of the next AGM and to authorise the Board to fix
their remuneration.

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

Chairman and Executive Director

Hong Kong, 29 March 2023
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K| MOORE

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

Opinion

We have audited the consolidated financial statements of
Sprocomm Intelligence Limited (the “Company”) and its
subsidiaries (hereinafter collectively referred to as the “Group”)
set out on pages 122 to 220, which comprise the consolidated
statement of financial position as at 31 December 2022, and the
consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 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 (the “HKICPA”) and have been
properly prepared in compliance with the disclosure requirements
of the Hong Kong Companies Ordinance.

Basis for opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.
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Expected credit loss (“ECL”) of trade and
bills receivables

Refer to Note 19 to the consolidated financial statements and the
accounting policies in Note 3.

The key audit matter
BRETER

How the matter was addressed in our audit

EEREFHPNMEEEBER

As at 31 December 2022, the carrying amount of trade and bills
receivables amounted to RMB191,704,000, representing 14% of
the Group’s total current assets.

ECL for trade and bills receivables is estimated based on lifetime
ECL model, which is estimated based on historical credit loss
experience and forward-looking information at the end of the
reporting period.

We have identified impairment of trade and bills receivables as
a key audit matter because the impairment assessment of trade
and bills receivables involved a significant degree of management
estimation and may be subject to management bias.

00000000000000000000000000
0000000 191,704000000 0000000000
14%0
0000000000000000000000 AYEE
FEOODODDD0D0DD0O00DDDODOOO00O000000D
00000000000000000000
00000000000000000000000000
00000000000000000000000000
00000000000000
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Our procedures were designed to review the
management’s judgement and estimates used
in assessment process and challenge the
reasonableness of inputs and assumptions
used in estimating the ECL of trade and bills
receivables.

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

We have challenged management’s assumption
and judgement in determining ECL on trade and
bills receivables as at 31 December 2022, the
reasonableness of management’s grouping of
the trade debtors in the provision matrix, and the
basis of ECL rates applied, adjusted for forward
looking information including both current and
forecast general economic conditions.

We have tested, on sample basis, payment
history, past due status of the trade and bills
receivables, and the settlements subsequent to
the end of the reporting period.

We have tested the accuracy of the historical
default data and tested trade receivables past
due ageing analysis as at 31 December 2022,
on a sample basis, by comparing individual
items in the analysis with the relevant supporting
documents.
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Valuation of inventories
Refer to Note 18 to the consolidated financial statements and the
accounting policies in Note 3.

The key audit matter
HRETER

FEfME
D0DO000000000180003000
ooo

How the matter was addressed in our audit

EEREFPUMEEEBEE

As at 31 December 2022, the carrying amount of inventories
amounted to approximately RMB187,428,000, representing 14%
of the Group’s total current assets.

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

ooooobbobooooooboboobobbboooo
187,428,0000 00 OU0OO0OOOO0OO0DOO0O 14%0
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gboooooboobooboooboobobooboon
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Our audit procedures were designed to evaluate
management’s assessment of the conditions
and the marketability of the obsolete and slow
moving inventories and identify any valuation risk
of inventories.

We have assessed the net realisable value and
subsequent sales of inventories on a sample
basis and inspected the utilisation report and
sales contracts entered into between the Group
and its customers on a sample basis.

We have discussed with the management in
respect of the adequacy of the allowance made
by the management based on subsequent
usage and sales, ageing analysis and current
market conditions.

We have challenged the assumptions and
judgements used by the management by
assessing the reliability of the management’s
past estimates.
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Other information

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

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

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

Responsibilities of directors and the audit
committee for the consolidated financial
statements

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

In preparing the consolidated financial statements, the directors
of the Company are responsible for assessing the Company’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
intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

The directors of the Company are assisted by the Audit

Committee in discharging their responsibilities for overseeing the
Group’s financial reporting process.
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INDEPENDENT AUDITOR’S REPORT
gooooogd

Auditor’s responsibilities for the audit of the
consolidated financial statements

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion solely to you,
as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of
this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

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

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

= 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.

e  Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.
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INDEPENDENT AUDITOR’S REPORT
gooooogd

Auditor’s responsibilities for the audit of the
consolidated financial statements (Continued)

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

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

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

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

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate
threats or safeguards applied.

1 20 Sprocomm Intelligence Limited Annual Report 2022
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INDEPENDENT AUDITOR’S REPORT
ooooon

Auditor’s responsibilities for the audit of the
consolidated financial statements (Continued)

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

Moore Stephens CPA Limited
Certified Public Accountants

Chan King Keung

Practising Certificate Number: PO6057

Hong Kong, 29 March 2023




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
Jooooooodood

For the year ended 31 December 2022 OO0 00000000000000

2022 2021
—E-CF —E-—F
Notes RMB’000 RMB’000
oo AR®EFT AR¥F T
Revenue Uy 5 5 1,450,377 2,000,104
Cost of sales ooono (1,246,747) (1,827,867)
Gross profit EF 203,630 172,237
Other gains and income goooooo 7 52,170 44,444
Selling and distribution expenses oooooon (38,754) (41,188)
Administrative and other expenses OO0 0000030 (64,885) (65,928)
Research and development goodd
expenses (124,075) (118,956)
Finance costs goodd 8 (18,261) (6,468)
Profit/(loss) before tax BRBLATRR (B8) 9,825 (15,859)
Income tax expense ooogd 9 (3,464) (2,200)
Profit/(loss) for the year FEREAN(FE) 10 6,361 (18,059)
Other comprehensive (expense)/ dodboooood
income
Items that may be reclassified ooooooooooon
subsequently to profit or loss: oo
Exchange difference arising on doooddogood
translating foreign operations ooono (2,186) 671
Total comprehensive income/ FRZEWE(BAX) B
(expense) for the year 4,175 (17,388)
Profit/(loss) attributable to: goddoooooooom
Owners of the Company ooooono 6,506 (17,754)
Non-controlling interests gooooad (145) (305)
6,361 (18,059)
Total comprehensive income/ dodooooo
(expense) attributable to: ooboooooo
Owners of the Company oooooo 4,298 (17,083)
Non-controlling interests ooood (123) (305)
4,175 (17,388)
Earnings/(loss) per share goooobooo 14
Basic and diluted (RMB cents) oodobhooooo 0.65 (1.78)
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CONSOLIDATED STATEMENT OF FINANCIAL P

gooobogogd

At 31 December 2022 OO 00000000000

2022

—E-—
Notes RMB’000
oo ARMF T
Non-current assets kRBEE
Property, plant and equipment oooooood 15 103,614
Right-of-use assets ooooo 16 5,649
Intangible assets ooono il7 7,659
Long-term prepayment goooooo 18,280
Deferred tax assets oooooo 248
135,450
Current assets REEE
Inventories oag 187,428
Trade and bills receivables O0o0o00ooo0oooon 191,704
Prepayments and otherreceivables 00000000000 139,048
Amounts due from shareholders oooooo 6,341
Pledged bank deposits ocoooooo 764,383
Bank balances and cash goooood 36,635
1,325,539
Current liabilities REBEE
Trade and bills payables oooOoooooooo 940,627
Accruals and other payables doddooooooo 76,702
Contract liabilities oooo 30,251
Borrowings oo 37,006 [N [NEF/98 60 R
Lease liabilities oooo 5,855
Deferred income oooo 3,490
Income tax payable oooog 5,952
Net current assets REBEEFE




CONSOLIDATED STATEMENT OF FINANCIAL POSITION

goobooggd

At 31 December 2022 OO 00000000

0
0

2022 2021
—_E-= goooad
Notes RMB’000 RMB’000
0o AR®T oooon
Non-current liabilities ERBEE
Deferred income oooo 27 12,096 15,680
Deferred tax liability oooooao 28 13,484 15,634
Lease liabilities ogooo 16 - 7,903
Borrowings oag 26 14,817 16,006
40,397 55,223
Net assets EEFRE 320,709 315,837
Capital and reserve EXR#E
Share capital oo 29 8,945 8,945
Reserves oag 30 311,277 306,979
Equity attributable to ownersofthe OO OOOOOOOO
Company 320,222 315,924
Non-controlling interests ooogd 487 (87)
Total equity A 320,709 315,837

The consolidated financial statements on page 122 to 220 were
approved and authorised for issue by the board of directors on

29 March 2023.

Li Chengjun
FEE
Director
oo
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gooobogogd

For the year ended 31 December 2022 OO0 OO0 000000000000

NSOLIDATED STATEMENT OF CHANGES IN

Attributable to owners of the Company
00000000

Share Share  Stautory  Translaion Merger
capital premium Tesene Teserve Tesgive
o0 0000 [0O0O 000D O00C |
RMBOOO  RWBO00  RWBOOO  RMBOOO  RMBOOO R
gopooo  0oopo  ooooD  0OpOD  pOooo DDJE

(Note 29) otz 39)) otz 390) ,‘
iy oo oo g ﬂﬂf

At1 January 2021 gooooooooa 8945 89,439 2538 (3157) (26,744)
Loss for the year oooo - - - -
Other comprehensive income 000D 0 - - - 671

Total comprehensive income/ 000000
(expense) for the year 0ooma - - - 671

Acquistion of non-controling 0000000

Interests /more 4/ bolfal - - - -
Disposal of a Subsidiary gooooooon
(o) oonen - - - -
Appropriaon tostatutory -~ 0000000
Teserve - - 6,882 -
At 31 December 2021 gooooo
goooooo 8945 89439 2420 (2.486)

Notes:

b.

During the year ended 31 December 2021, the Group acquired 33.3%
equity interest in Chengdu Sprocomm Cloud Technology Co., Ltd.
(“Chengdu Sprocomm”), a subsidiary of the Company from the non- /
controlling interests shareholder for a consideration of RMB2,383,000. /@
Upon the completion of the transaction, the Group held 100% of Chengd
Sprocomm. 4 /i“" '/

During the year ended 31 December 2021, the Group disposed of 70% of
its equity interests in Shanghai Hai Huan Ming Chong Limited, a subsidiary
of the Company for a consideration of RMB1. Upon the completion of the
transaction, the Group did not hold any interest of Shanghai Hai Huan Ming |
Chong Limited.



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

goobooggd

For the year ended 31 December 2022 [0 000000 0000000000

Attributable to owners of the Company

KOAERARL
Non-
Share Share  Statutory  Translation Merger Other  Retained controlling
capital ~ premium reserve resene resene resenes profts ~ Sub-total interests Total
Bx  ROEE  EREE  BERE  AKER  EMRE  REEW Nt FERER a3t
RMB'OO0  RMB'000  RMB'OO0  RMB'O00  RMBOO0  RMB'0O0  RMB'000  RMBOO0  RMB000  RMB'000
ARETR  ARETR ARETR ARETR ARETR ARETR ARETR  ARETR  ARETR ARETR
(Note 29) (Note 30)) Note 30f)) ~ Mote 30/if)
(i) han) wasq) (k)
At1 January 2022 W-5-ZF-F-B 8,945 89,439 240 (2,486) (26,744) 85,809 181,541 315,924 o 583
Proft for the year oooo - - - - - - 6,506 6,506 (145) 6,361
Other comprehensive 0o0moomoo
(expense)fincome - - - (2.209) - - - (2.209) 2 (2,186)
Total comprehensive (expense)/ 000 TI00M
income for the year nooa - - - (2,209 - - 6,506 4,298 (123 4175
Capital contrbutonfroma D000 O0OD
non-contaling shareholder - - - - - - - - 697 697
Appropriation to statutory 0000000
TESere - - 3346 - - - (3,346) - - -
At 31 December 2022 uk bt 3
tZh=1-8 8945 89,439 3,766 (46%) (26,744) 85,809 134,701 320,222 497 320,709
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CONSOLIDATED STATEMENTS OF CASH FLOWS

gooobogogd

For the year ended 31 December 2022 00 000000000000 00

2022

—E=-=
Notes RMB’000
oo AR®T T
Operating activities REES
Profit/(loss) before tax goooooooono 9,825
Adjustments for: ooooooag
oog
Finance costs ooono 8 18,261
Amortisation of government grant oooooo T (6,488)
Bank interest income oooooo 7 (12,227)
Written off of property, plant and oooooood
equipment oa 10 -
Loss on disposal of property, plant and ooooboooao
equipment gooo 2,135
Loss on early termination of leases ooooooog 3
Amortisation of intangible assets oooooo 2,307
Reversal of loss allowance recognised in oopooooog
respect of trade and bills receivables ooooood
opooooo (76)
Depreciation of property, plant and oooooood
equipment oo 24,612
Depreciation of right-of-use assets oopooooo 10,194
Gain on disposal of a subsidiary doodooooo
oo -
Operating cash flows before working goooooooo
capital changes oooo 48,546
Decrease in inventories oooao 93,882
Decrease in trade and bills receivables goooooooono
oooo 31,465
Decrease/(increase) in amounts due from gopoooo _——
shareholders 0000000 3,134 -
Decrease/(increase) in prepayment and oooooooono 4 £
other receivables gooooooono % 2,819 -
Increase/(decrease) in trade and bill goooooooono
payables ocoooooooo J 416,496
Increase/(decrease) inaccrualsand other O OOOO00O0OO :
payables ooooooooo

Decrease in contract liabilities RFEEEEEE O

Cash generated from operations gopoooo
Income tax paid BEEYEBE ]

Net cash generated from operating BEEHHBRE

activities

FE



CONSOLIDATED STATEMENTS OF CASH FLOWS

gooooono
For the year ended 31 December 2022 O OO0 OO0 00000000000
2022 2021
—ET-= ogoooo
Notes RMB’000 RMB’000
oo AR¥F T 0oo0o0o0
Investing activities RETH
Payments for purchase of property, doodoobooo
plant and equipment oood 15 (8,495) (3,122)
Payments for purchase of intangibleasset OO0 OO0O0O0O0ODO 17 (783) -
Development cost capitalised forintangible OO0 O0OO0O0O0ODO
asset gogdad 17 - (4,006)
Placement in restricted deposit ooooooo - (93)
Withdrawal of restricted deposit oodooooao - 16,303
Placement in pledged bank deposits ooodoooo
oo (1,238,500) (222,502)
Withdrawal of pledged bank deposits ooooooad
oo 693,569 254,337
Government subsidies received opoooooo 274 6,611
Prepayment for acquisition of leasehold gdooooooo
land o0 20 (18,280) -
Interest received oooo 4,362 5,859
Net cash (used in)/generated from REZTE (FA)
investing activities FBH&THE (567,853) 53,387
Financing activities AEEE
Payment for acquisition of additional goodoogogdad
interest of a subsidiary oooooono - (2,383)
Capital contribution from a non-controling OOOOOO0O
shareholder odo 697 -
New borrowings raised ooooa 239,723 284,457
Repayments of borrowings gooo (248,948) (279,205)
Payments for capital element of ooooooooo
lease liabilities oad (9,147) (13,754)
Interest paid oooo (18,261) (6,468)
Net cash used in financing activities METEMARS
FE (35,936) (17,353)
Net (decrease)/increase in cash and HERESZEEY
cash equivalents (R4 /18 %8 (47,933) 57,385
Cash and cash equivalents at beginning S£#RERBREE
of the year B 82,904 26,327
Effect of foreign exchange rate changes opoooooo 1,664 (808)
Cash and cash equivalents at end of FRAERREE 23
the year B9 36,635 82,904
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
gooodood

For the year ended 31 December 2022 OO0 0000000000000 0 0

1.

GENERAL

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

The address of the registered office is located in P.O.
BOX 31119, Grand Pavilion, Hibiscus Way, 802 West Bay
Road, Grand Cayman, KY1-1205, Cayman Islands and the
principal place of business of the Company is located in
5D-506, F1.6 Block, Tianfa Building, Tianan Chegongmiao
Industrial Park, Futian District, Shenzhen, China.

The Company is an investment holding company. The
principal activities of its subsidiaries are designing,
manufacturing and sales of mobile phones and printed
circuit board assembly (‘PCBA”) and Internet of things (“loT”)
related products and investment holding. Particulars of the
subsidiaries have been set out in Note 39, the company and
its subsidiaries are collectively referred to as the "Group".

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) (which include all Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
(“HKASs") and interpretations) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong and
the disclosures required by the Rules Governing the Listing
of Securities on the Main Board of the Stock Exchange and
by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis. Historical cost is generally based
on the fair value of the consideration given in exchange for
goods and services.

The consolidated financial statements are presented in RMB
which is also the functional currency of the Company, and
all values are rounded to the nearest thousands, except
when otherwise indicated.

1.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
gooooogd

For the year ended 31 December 2022 [0 000000 0000000000
2. APPLICATION OF NEW AND 2. ERHFIEBMEREER
AMENDMENTS TO HONG KONG ((EEMBHREEDN] RHEB
FINANCIAL REPORTING STANDARDS H PN
(“HKFRSs”)
(@) Adoption of new and amendments to () eI EBAMBREEARH
HKFRSs CHIEN

In the current year, the Group has applied the
amendments to HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”)
for the first time, which are mandatorily effective for the
annual period beginning on or after 1 January 2022 for
the preparation of the financial statements:

000000000 O0OO0DOoOO
00000000000 0mE®
gxMAgn0 00000000
0oo0o0oo0oooo00o0oooooo
0000000000 ooooo

Amendments to Reference to the Conceptual oo0ooooo ooooooo

HKFRS 3 Framework 0ag3d
goooo
Amendments to COVID-19-Related Rent ooooooo COVID-190 O
HKFRS 16 Concessions 0odie0 oooo
ooooog
Amendments to Property, Plant and Equipment ooogogog goooood
HKAS 16 - Proceeds before Intended le00o0odg ooogooo
Use oooooo
Amendments to Onerous Contracts — Cost of oo0oooon goooooo
HKAS 37 Fulfiling a Contract Jrdooooo goooon
Amendments to Annual Improvements to ooooooo gooooono
HKFRSs HKFRSs 2018-2020 oooooo ogooooo
oooogdao
ooood

The application of the new and amendments to
HKFRS in the current year has had no material impact
on the Group’s financial performance and position for 0000000 D0DOooOooooao
the current and prior year and/or on the disclosures set ooooDooooooooooo
out in these consolidated financial statements. gogoo

gboobooobobobobo
gogobooobobobobo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
oooooon '

For the year ended 31 December 2022 [ OO0 0000000000000 0

2. APPLICATION OF NEW AND 2. EAH

AMENDMENTS TO HONG KONG ([&#E

FINANCIAL REPORTING STANDARDS RN

(“HKFRSs”) (Continued)

(b) New and amendments to HKFRSs not yet (b)
adopted

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but
are not yet effective:

HKFRS 17 and
Amendments to
HKFRS 17

Amendments to
HKFRS 10 and

Insurance Contracts and related
Amendments?

Sale or Contribution of Assets
between in Investor and its

HKAS 28 Associate or Joint Venture®
Amendments to Classification of Liabilities
HKAS 1 as Current or Non-current
related amendments to Hong
Kong Interpretation 5(2020)
Presentation of Financial
Statements — Classification by
the Borrower of a Term Loan
that Contains a Repayment on
Demand Clause*
Amendments to Lease Liability in a Sale and
HKFRS 16 Leaseback?
Amendments to Disclosure of Accounting
HKAS 1 and Policies*

HKFRS Practice
Statement 2

Amendments to Definition of Accounting
HKAS 8 Estimates!

Amendments to Deferred Tax related to Assets
HKAS 12 and Liabilities arising from a

Single Transaction?



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

gooooood

For the year ended 31 December 2022 [] [J [J [J [J [J

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

(b) New and amendments to HKFRSs not yet
adopted (Continued)

Effective for annual periods beginning on or after 1 January

2023.

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

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

The directors of the Group anticipate that the
application of the new and amendments to HKFRS will
have no material impact on the financial statements in
the foreseeable future.

3. SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies are set out below.

Basis of consolidation

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

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

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes
to one or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group

obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. £E
(Continued)

Basis of consolidation (Continued)

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

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

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

Where necessary, adjustments are made to the financial
statements of subsidiaries in preparing the consolidated
financial statements to bring their accounting policies in line
with the Group’s accounting policies.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Changes in the Group’s ownership interests
in existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as equity
transactions. The carrying amounts of the Group’s interests
and the non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiaries. Any
difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration
paid or received is recognised directly in equity and
attributed to owners of the Company.

Revenue recognition

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

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

Step 2: Identify the performance obligations in the
contract

Step 3: Determine the transaction price

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

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

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligations is
transferred to customer.
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3. *Eg

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Revenue recognition (Continued)

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

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

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

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

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

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

Contract liabilities
A contract liability represents the Group’s obligation to
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHBE @)

(Continued)

Revenue recognition (Continued)

Sales of goods

The Group produces and sells mobile phones, PCBAs for
mobile phones, |0T related products, and other products
related to mobile phones. Revenue from the sale of goods
is recognised when control of the product is transferred
to the customer. Control of the product is considered
transferred to the customer generally on delivery of goods
to the customer’s specified location and when customer
acceptance has been obtained, which is the point of time
the customer has the ability to direct the use of these
products and obtain substantially all of the remaining
benefits of these products.

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

The Group normally received 5% to 30% of the contract
value as deposit from customers when they signed the sale
and purchase agreement for sales of products. For certain
sale orders received from customer relating to 10T related
products, the Group received 80% of the contract value
as upfront deposit when they signed the sale agreement.
These deposits are recognised as contract liabilities until the
goods have been delivered to the customers.

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

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Lease

Definition of a lease

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

The Group as lessee

The Group assesses whether a contract is or contains a
lease, at inception of the contract. The Group recognises
a right-of-use asset and a corresponding lease liability with
respect to all lease arrangements in which it is the lessee,
except for short-term leases (defined as leases with a lease
term of 12 months or less from the commencement date
and do not contain a purchase option). For these leases,
the Group recognises the lease payments as an operating
expense on a straight-line basis over the term of the lease
unless another systematic basis is more representative of
the time pattern in which economic benefits from the leased
assets are consumed.

Lease liabilities

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

Lease payments included in the measurement of the lease
liability represents the fixed lease payments (including in-
substance fixed payments).
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHBE @)

(Continued)

Leases (Continued)

Lease liabilities (Continued)
The lease liability is presented as a separate line in the
consolidated statement of financial position.

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

Right-of-use assets

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

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

The Group applies HKAS 36 to determine whether a right-
of-use asset is impaired and accounts for any identified
impairment loss as described in the “Impairment losses
on tangible assets and intangible assets” policy as stated
below.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHHE®@

(Continued)

Allocation of consideration to components of
a contract

For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of
the lease component and the aggregate stand-alone price
of the non-lease components.

As a practical expedient, HKFRS 16 permits a lessee not to
separate non-lease components, and instead account for
any lease and associated non-lease components as a single
arrangement. The Group has used this practical expedient
for all leases.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in
the respective functional currency (i.e. the currency of the
primary economic environment in which the entity operates)
at the rates of exchanges prevailing at the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items that
are measured in terms of historical cost in a foreign currency
are not retranslated.

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

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency
of the Group (i.e. RMB) using exchange rates prevailing at
the end of reporting period. Income and expenses items
are translated at the average exchange rates for the year.
Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity under
the heading of translation reserve.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHBE @)

(Continued)

Borrowing costs & XA

Borrowing costs directly attributable to the acquisition, 0oooooODoOooooooooooad
construction or production of qualifying assets, which are o00O0O00oO00oooODOOOoOoOoCooO
assets that necessarily take a substantial period of time do0poDoooooDooooooooo
to get ready for their intended use or sale, are added to 0do0odbOd0oOdoOobodboOobooad
the cost of those assets until such time as the assets are oooo

substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in 0doobOdobOOdoboOoboboboobao
the period in which they are incurred. oooo

Government subsidies B EL

Government subsidies are not recognised until there is 0doodoDooDoooooooobooao
reasonable assurance that the Group will comply with the do0oobooboobobooooo
conditions attaching to them and that the subsidies will be ooooooo

received.

Government subsidies are recognised in profit or loss on 0do0odbOd0oOdoOobodboOobooad
a systematic basis over the periods in which the Group 0do0dbododooodoobooa
recognises as expenses the related cost for which the 000D0D00o0ooooooDooooo
subsidies are intended to compensate. Specifically, do0oobOooooboooooooo
government subsidies whose primary condition is that the 0doobOdobOOdoboOoboboboobao
Group should purchase, construct or otherwise acquire 0dooobOoobDooooooooad
non-current assets are recognised as deferred income in the 0o0o0bO0oOO0oOobOOdooOobooo
consolidated statement of financial position and transferred ogo

to profit or loss on a systematic and rational basis over the
useful lives of the related assets.

Government subsidies related to income that are receivable 00o0bOobOOooOobOoboOobooad
as compensation for expenses or losses already incurred or 0o0o0bO0oOO0oOobOOdooOobooo
for the purpose of giving immediate financial support to the dooooooooooooooooad
Group with no future related costs are recognised in profit ddoooooooodg

or loss in the period in which they become receivable.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHHE®@

(Continued)

Retirement benefits cost

Payments to the People’s Republic of China (the “PRC”)
state-managed retirement benefit schemes and the
Mandatory Provident Fund Scheme (the “MPF Scheme”)
are recognised as an expense when employees have
rendered service entitling them to the contributions.

Contributions are made based on a percentage of the
employees’ basic salaries and are charged to profit or loss
as they become payable in accordance with the rules of
the MPF Scheme. The assets of the MPF Scheme are held
separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest
fully with the employees when contributed into the MPF
Scheme.

Short-term employee benefits

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

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

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

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit before tax as reported
in the consolidated statement of profit or loss and other
comprehensive income because it excludes items of income
or expense that are taxable or deductible in other years and
it further excludes items that are never taxable or deductible.
The Group’s liability for current tax is calculated using tax
rates that have been enacted or substantively enacted by
the end of the reporting period.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHBE @)
(Continued)

Taxation (Continued) BiIE (@)
gdooooboooboooooaon
godooooboooboOooooao
goo0obo0OoOooooooooao
go0oooooooooooon
gooooobooobooooo
goooooboooboooooao
gooooboooooooooao
gododoooboooboooooaon
gooo0obooooooooooao
oooOooooooao

O

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax
bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised
for all deductible temporary difference to the extent that it is
probable that taxable profits will be available against which
those deductible temporary differences can be utilised.
Such deferred tax assets and liabilities are not recognised if
the temporary difference arises from the initial recognition of
assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

OooooooOoooOoo
OO oDOoooogogdg

Deferred tax liabilities are recognised for taxable temporary oOoooOoOoooDooOoooooooo
differences associated with investments in subsidiaries, 0do0oooDoooDooooooooad
except where the Group is able to control the reversal of the O0o0oo0ooooooooooo
temporary difference and it is probable that the temporary doooDoooooDoooooooa
difference will not reverse in the foreseeable future. Deferred 000o0Doo0ooDoooooooon
tax assets arising from deductible temporary differences do0oobooboooboooooo
associated with such investments are only recognised to 0doobodobOdoOOobobobooba
the extent that it is probable that there will be sufficient ddddddddooogogoooo
taxable profits against which to utilise the benefits of the

temporary differences and they are expected to reverse in

the foreseeable future.

The carrying amount of deferred tax assets is reviewed at 0doobodobOdoOOobobobooba
the end of each reporting period and reduced to the extent 0do0oooobooooooDooooad
that it is no longer probable that sufficient taxable profits will 0d0od0bOo0bOOdoOobOdbOobooao
be available to allow all or part of the asset to be recovered. odo

Deferred tax assets and liabilities are measured at the tax 0O00D00ooooDooooooooon
rates that are expected to apply in the period in which the 00o0ooOobOooOoOOooboboooa
liability is settled or the asset is realised, based on tax rate Ogoo0oooooooooooooa
(and tax laws) that have been enacted or substantively ddddodooogogoo

enacted by the end of the reporting period.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. FESTHHE®@

(Continued)

Taxation (Continued)

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of
its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle current tax liabilities and assets on a net basis.

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right- of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to
the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 Income Taxes requirements to right-of-use assets and
lease liabilities separately. Temporary differences relating to
right-of-use assets and lease liabilities are not recognised at
initial recognition due to application of the initial recognition
exemption.

Current tax and deferred tax are recognised in profit or loss.

Property, plant and equipment

Property, plant and equipment are stated in the
consolidated statement of financial position at cost less
subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHBE @)

(Continued)

Property, plant and equipment (Continued)
Depreciation is recognised so as to allocate the cost of
items of property, plant and equipment less their residual
values over their estimated useful lives, using the straight-
line method as follows:

Leasehold 5 years or over lease term
improvements whichever is shorter

Plant and machinery 3 years to 5 years

Furniture and fixture 3 years

Motor vehicles 5 years

Office equipment 3 years

Ownership interests in land 20 years
and building

The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on
a prospective basis.

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

Ownership interests in leasehold land and
buildings

When the Group makes payments for ownership interests of
properties which includes both leasehold land and building
elements, the entire consideration is allocated between the
leasehold land and the building elements in proportion to
the relative fair values at initial recognition. To the extent the
allocation of the relevant payments can be made reliably,
interest in leasehold land is presented as “right-of-use
assets” in the consolidated statement of financial position.
When the consideration cannot be allocated reliably
between non-lease building element and undivided interest
in the underlying leasehold land, the entire properties are
classified as property, plant and equipment.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. XE®

(Continued)

Intangible assets | A
Intangible assets acquired separately ooo
Intangible assets with finite useful lives that are acquired 000
separately are carried at costs less accumulated ooo
amortisation and any accumulated impairment losses. mf] ol fi
Amortisation for intangible assets with finite useful lives is mig)
recognised on a straight-line basis over their estimated \
useful lives. The estimated useful life and amortisation oo

method are reviewed at the end of each reporting period,
with the effect of any changes in estimate being accounted
for on a prospective basis.

Internally-generated intangible assets — research ac
and development expenditure
An internally-generated intangible asset arising from o
development activities (or from the development phase of
an internal project) is recognised if, and only if, all of the
following have been demonstrated:

the technical feasibility of completing the intangible
asset so that it will be available for use or sale;

e the intention to complete the intangible asset and use
or sell it;

e the ability to use or sell the intangible asset; ‘ | a0 __SEE

 how the intangible asset will generate probable future
economic benefits;

 the availability of adequate technical, financial and
other resources to complete the development and to
use or sell the intangible asset; and

e the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHBE @)

(Continued)

Intangible assets (Continued)

Internally-generated intangible assets — research
and development expenditure (Continued)

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred
from the date when the intangible asset first meets the
recognition criteria listed above. Where no internally-
generated intangible asset can be recognised, development
expenditure is recognised in profit or loss in the period
in which it is incurred. Subsequent to initial recognition,
internally-generated intangible asset is reported at cost less
accumulated amortisation and accumulated impairment
losses, on the same basis as intangible assets acquired
separately. Expenditure on research activities is recognised
as an expense in the period in which it is incurred.

Development costs and patents are internally generated.
Capitalised development cost represents the cost in
relation to the self-developed feature for IT products. All of
the Group’s computer software were acquired from third
parties. Such intangible assets are amortised on a straight-
line basis over the following periods:

Computer software 10 years
Patents 10 years
Development costs 3 years

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

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents consist of cash as defined
above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2022 O OO0 00000000000 0 0 0

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESTHHE®@

(Continued)

Interests in subsidiaries

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

Inventories

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

Financial instruments

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

Financial assets and financial liabilities are initially measured
at fair value, except for trade receivables arising from
contracts with customers which are initially measured in
accordance with HKFRS 15. Transaction costs that are
directly attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial assets
or financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately in
profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHBE @)

(Continued)

Financial instruments (Continued)

Financial assets

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

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

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

Financial assets at amortised cost (debt instruments)

The Group measures financial assets subsequently at
amortised cost if both of the following conditions are met:

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

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

Financial assets at amortised cost are subsequently
measured using the effective interest method and are
subject to impairment.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. XEs

(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Amortised cost and effective interest method

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

For financial instruments, the effective interest rate is the
rate that exactly discounts estimated future cash receipts
(including all fees and points paid or received that form
an integral part of the effective interest rate, transaction
costs and other premiums or discounts) excluding ECL,
through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the gross carrying amount
of the debt instrument on initial recognition.

The amortised cost of a financial asset is the amount at
which the financial asset is measured at initial recognition
minus the principal repayments, plus the cumulative
amortisation using the effective interest method of any
difference between that initial amount and the maturity
amount, adjusted for any loss allowance. On the other
hand, the gross carrying amount of a financial asset is the
amortised cost of a financial asset before adjusting for any
loss allowance.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHBE @)

(Continued)

Financial instruments (Continued)
Financial assets

Amortised cost and effective interest method
(Continued)

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

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

Impairment of financial assets

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

The Group always recognises lifetime ECL for trade and bill
receivables. The expected credit losses on these financial
assets are estimated using a provision matrix based on
the Group’s historical credit loss experience, adjusted for
factors that are specific to the debtors, general economic
conditions and an assessment of both the current as well
as the forecast direction of conditions at the reporting date,
including time value of money where appropriate.

Assessment are done based on the Group’s historical credit
loss experience and forward looking information including
both current and forecast general economic conditions at
the reporting date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

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

For all other financial instruments, the Group measures the
loss allowance equal to RMB5 millions ECL, unless when
there has been a significant increase in credit risk since
initial recognition, the Group recognises lifetime ECL. The
assessment of whether lifetime ECL should be recognised
is based on significant increases in the likelihood or risk of a
default occurring since initial recognition.

U)

Significant increase in credit risk

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

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

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

e significant deterioration in external market
indicators of credit risk, e.g. a significant increase
in the credit spread, the credit default swap prices
for the debtor;
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For the year ended 31 December 2022 O OO0 OO0 00000000000

3. FEEHHE @

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

M

Significant increase in credit risk (Continued)

e  existing or forecast adverse changes in business,
financial or economic conditions that are
expected to cause a significant decrease in the
debtor’s ability to meet its debt obligations;

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

e an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to meet
its debt obligations.

Despite the foregoing, the Group assumes that the
credit risk on a debt instrument has not increased
significantly since initial recognition if the debt
instrument is determined to have low credit risk at the
reporting date. A financial instrument is determined
to have low credit risk if i) the financial instrument
has a low risk of default, i) the borrower has a strong
capacity to meet its contractual cash flow obligations
in the near term and iii) adverse changes in economic
and business conditions in the longer term may, but
will not necessarily, reduce the ability of the borrower
to fulfill its contractual cash flow obligations. The
Group considers a debt instrument to have low credit
risk when it has an internal or external credit rating of
‘investment grade’ as per globally understood definition
or if an external rating is not available, the asset has an
internal rating of ‘performing’. Performing means that
the counterparty has a strong financial position and
there is no past due amounts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooogod

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

M

(i)

Significant increase in credit risk (Continued)

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the
amount becomes past due.

Definition of default

The Group considers the following as constituting an
event of default for internal credit risk management
purposes as historical experience indicates that
receivables that meet either of the following criteria are
generally not recoverable.

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

e information developed internally or obtained from
external sources indicates that the debtor is
unlikely to pay its creditors, including the Group,
in full (without taking into account any collaterals
held by the Group).

Write-off policy

The Group writes off a financial asset when there
is information indicating that the counterparty is in
severe financial difficulty and there is no realistic
prospect of recovery, e.g. when the counterparty
has been placed under liquidation or has entered
into bankruptcy proceedings, or in the case of trade
and bills receivables, when the amounts are over 24
months past due, whichever occur sooner. Financial
assets written off may still be subject to enforcement
activities under the Group’s recovery procedures,
taking into account legal advice where appropriate.
Any recoveries made are recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2022 OO OO0 00000

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

(iv) Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events of default that have a detrimental impact on
the estimated future cash flows of that financial asset
have occurred. Evidence that a financial asset is credit-
impaired includes observable data about the following
events:

(@)

significant financial difficulty of the issuer or the
borrower;

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

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

it is becoming probable that the borrower will
enter bankruptcy or other financial reorganisation;
or

the disappearance of an active market for that
financial asset because of financial difficulties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2022 O OO0 00000000000 0 0 0

3. FEEHHE @

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

v)

Measurement and recognition of ECL

The measurement of expected credit losses is a
function of the probability of default, loss given default
(i.e. the magnitude of the loss if there is a default)
and the exposure at default. The assessment of the
probability of default and loss given default is based on
historical data adjusted by forward-looking information.
As for the exposure at default, for financial assets, this
is represented by the assets’ gross carrying amount at
the reporting date.

For the financial assets, the expected credit loss is
estimated as the difference between all contractual
cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group
expects to receive, discounted at the original effective
interest rate.

If the Group has measured the loss allowance for a
financial instrument at an amount equal to lifetime ECL
in the previous reporting period, but determines at the
current reporting date that the conditions for lifetime
ECL are no longer met, the Group measures the loss
allowance at an amount equal to 12-month ECL at
the current reporting date, except for assets for which
simplified approach was used.

The Group recognises an impairment gain or loss
in profit or loss for all financial instruments with a
corresponding adjustment to their carrying amount
through a loss allowance account.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2022 O OO0 OO0 00000000000

3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHBE @)

(Continued)

Financial instruments (Continued) cof - mp=ae )

Financial assets (Continued) 0000000

Impairment of financial assets (Continued) ooooooooononoooo

(vi) Derecognition of financial assets (vii DoODOoODoOoOOO
A financial asset is derecognised only when the 00ob00obOOoboboobobo
contractual rights to the cash flows from the asset 0ooOo0o00oboOOobOooobooDbo
expire, or when it transfers the financial asset and 0000000 DoDOooooooo
substantially all the risks and rewards of ownership OO00oDO0O0DOooDoopoood
of the asset to another entity. If the Group neither 0oo00ooboooooooooo
transfers nor retains substantially all the risks and ooooooooooooooad
rewards of ownership of the asset and continues to o000obOOobOOoOoboooooo
control the transferred asset, the Group recognises its 00ob00obOOoboboobobo
retained interest in the asset and an associated liability Oo0oO0ooooooooooodg
for amounts it may have to pay. If the Group retains 0000000 DOOoOoOooooon
substantially all the risks and rewards of ownership of OO000oo0oooooooood
a transferred financial asset, the Group continues to doooooooooooo
recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.
On derecognition of a financial asset measured at 00D0000OOoDoDooooooo
amortised cost, the difference between the asset’s Oo0DO0Do0Oo0DoDOoOooooooad
carrying amount and the sum of the consideration 0oo0oooooooooooo
received and receivable is recognised in profit or loss. ooog

Financial liabilities and equity instruments oooooooogno

Classification as debt or equity ooooooon

Debt and equity instruments issued by the Company 000bO0bOO0oOOobOobOobobo

are classified as either financial liabilities or as equity O00O00ooo0ooOoooOooDooon

in accordance with the substance of the contractual ooo0odooDoDoooooooo

arrangements and the definitions of a financial liability and

an equity instrument.

Equity instruments ooon

An equity instrument is any contract that evidences a 00o0bOobOOooOobOoboOobooad

residual interest in the assets of an entity after deducting all OO00oO00ooOooDoOoooboooo

of its liabilities. Equity instruments issued by the Company 0doodbododoooboodoobooad

are recognised at the proceeds received, net of direct issue doodooooooo

costs.
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3. TE®

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Financial liabilities

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

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
have expired. The difference between the carrying amount
of the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.

Provisions

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

Provisions are measured at the best estimate of the
consideration required to settle the present obligation at
the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. When
a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the
present value of those cash flows (where the effect of the
time value of money is material).
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TESHBE @)

(Continued)

Share-based payment transactions
Equity-settled share-based payment transactions
Share options granted to employees

The fair value of services received determined by reference
to the fair value of share options granted at the date of grant
is expensed on a straight-line basis over the vesting period,
with a corresponding increase in equity (share options
reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the original
estimates during the vesting period, if any, is recognised in
profit or loss such that the cumulative expense reflects the
revised estimate, with a corresponding adjustment to share
options reserve.

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to
share premium. When the share options are forfeited after
the vesting date or are still not exercised at the expiry date,
the amount previously recognised in share options reserve
will be transferred to retained earnings.

Impairment losses on property, plant and
equipment, right-of-use assets and intangible
assets

At the end of the reporting period, the Group reviews the
carrying amounts of its property, plant and equipment, right-
of-use assets and intangible assets with finite useful lives to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment loss, if
any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets are also
allocated to individual cash-generation units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis
can be identified.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2022 OO0 OO0 0000000000000

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses on property, plant and
equipment, right-of-use assets and intangible
assets (Continued)

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

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

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

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in note 3, the directors of the
Company are required to make judgements, estimates
and assumptions about the amounts of assets, liabilities,
revenue and expenses reported and disclosures made in
the consolidated financial statements. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

3.

4.
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4. KEY SOURCES OF ESTIMATION 4, A TEERZNEERE @)

UNCERTAINTY (Continued)

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

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

Estimated useful lives of property, plant and
equipment (including right-of-use assets) and
intangible assets

Property, plant and equipment (including right-of-use
assets) and intangible assets are stated in the consolidated
statement of financial position at cost less subsequent
accumulated depreciation, amortisation and subsequent
accumulated impairment losses, if any. The estimated useful
lives reflect the Company’s directors’ estimate of the periods
that the Group intends to derive future economic benefits
from the use of the Group’s property, plant and equipment
(including right-of-use assets) and intangible assets, based
on various factors. The estimation of useful lives impacts
the level of annual depreciation or amortisation expenses
recorded.
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4. KEY SOURCES OF ESTIMATION 4, A TEERZNEERIE @)

UNCERTAINTY (Continued)

Impairment of property, plant and equipment,
right-of-use assets and intangible assets with
finite useful life

If circumstances indicate that the carrying value of a
property, plant and equipment, right-of-use assets
and intangible assets with finite useful life may not be
recoverable, the asset may be considered impaired, and
an impairment loss may be recognised in profit or loss.
These assets are tested for impairment whenever events
or changes in circumstances indicate that their recorded
carrying amounts may not be recoverable. When a decline
of the assets’ recoverable amounts below the carrying
amounts has occurred, the carrying amount is reduced to
the recoverable amount. The recoverable amount is the
greater of the fair value less costs of disposal and value in
use. It is difficult to precisely estimate fair value less costs
of disposal because quoted market prices for the Group’s
assets are not readily available. In determining value in use,
expected cash flows generated by the asset are discounted
to their present value, which requires significant judgement
relating to level of sales volume and amount of operating
costs. The Group uses all readily available information in
determining an amount that is a reasonable approximation
of the recoverable amount, including estimates based on
reasonable and supportable assumptions and projections
of sales volume and amount of operating costs. As at
31 December 2022, the carrying amounts of right-of-
use assets, property, plant and equipment, and intangible
assets were RMB5,649,000, RMB103,614,000 and
RMB7,659,000 (2021: RMB21,132,000, RMB121,866,000
and RMB9,183,000) respectively.

RAEAFHERNETLEER
|
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21,132,0000 00 O O 121,866,0000 O
000 9,183,0000 OO

Oo0oooooOood
Ooo0oooOooogo
OO0OoooOood
OO0OoooOood

00o0oooo Sprocomm Intelligence Limited 1 61



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
gooooogd

For the year ended 31 December 2022 O OO0 OO0 00000000000

4. KEY SOURCES OF ESTIMATION 4, HEFFEERZENETERITR @
UNCERTAINTY (Continued)
Impairment losses recognised in respect of REZERREREREERR
trade and bills receivables Z R EEE
The impairment for trade and bills receivables is based 00o0bOobOOooOobOoboOobooad

oobooobooboobobooo
gboboboobooboboooboob
gbobobooboobobobob
gbooooobooboobooooboao
gooobooboobooboooboao

on assumptions about ECL. The Group used judgement
in making these assumptions and selecting the inputs to
the impairment calculation, based on the number of days
that trade and bills receivables are outstanding as well
as the Group’s historical experience and forward-looking
information at the end of the reporting period. Changes in ooDobOOooooooooooon
these assumptions and estimates could materially affect the 0oo0bODOooDbOOooboOoooooao
result of the assessment and it may be necessary to make dddoooooooooog
additional impairment charge to the consolidated statement

of profit or loss and other comprehensive income.

OooOoooood

As at 31 December 2022, the carrying values of trade do0oobOoobOooboobooooa
and bills receivables is approximately RMB 191,704,000 gooooooooooDOoOoOODODOO
(31 December 2021: RMB226,014,000) net of allowance 0O0000191,704000000 0000
for doubtful debt of approximately RMB2,505,000 (31 doooooooooo226,014,00000
December 2021: RMB2,581,000). OOoOooogazsos0000000000

gooobooboodao 2,581,000000

Allowances recognised in respect of REERIAZBE

inventories

The management of the Group reviews an ageing analysis 0do0dbOdoOdoobodoobooa
at the end of each reporting period and makes allowance for 0doodbOo0ooDOooooDooobooao
obsolete and slow-moving items identified that are no longer do0oobooboobobooooo
suitable for sale or use. The Group makes allowance for gooobObOooooobooboboon
inventories based on the assessment of the net realisable do0oobOoobooboooboooa
value. The management estimates the net realisable value 000bO0bOO0oOOobOobOobobo
for inventories based on subsequent usage and sales, dooooboooooooooooog
ageing analysis and current market conditions. As at 31 0doooooooooo187,428,0000
December 2022, the carrying amounts of inventories were 0000000000 280,485,0000 00
approximately RMB187,428,000 (2021: RMB280,485,000) ooooooooDoooooooao
and no impairment loss has been recognised for the years Jddddooooooooooooo

ended 31 December 2022 and 2021.
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5. REVENUE 5. Wz

Revenue represents revenue arising on sales of goods [ERENE
in the normal course of business, net of discounts and 00000
sales related taxes. The Group’s revenue for the year is 0ol |

recognised on a point in time basis.

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

2022
—s=-=

RMB’000

ARETT

Mobile phone oad 1,029,754
PCBAs oooooono 28,758
loT related products oopooooo 296,514
Others oag 95,351

1,450,377

Transaction price allocated to the remaining
performance obligations

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

-
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For the year ended 31 December 2022 O OO0 OO0 00000000000

6. SEGMENT INFORMATION 6. DEBEHR

Information is reported on a regular basis to the executive
directors of the Company, being the chief operating decision
makers, for their review of the Group’s internal reporting in
order to assess performance and allocate resources. The
Group is principally engaged in designing, manufacturing
and sales of mobile phones and PCBA and IoT related
products. Information reported to the chief operating
decision makers, for the purpose of resources allocation
and performance assessment, focuses on the operating
results of the Group as a whole as the Group’s resources
are integrated and no discrete operating segment financial
information is available. Accordingly, no operating segment
information is presented.

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

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

gbooooboboobooboboobo
oboooboobobooobooooo
gbooobooobobooooboobo
gooooooobobooooooooo
gooobooboobuoobobo
gbobobobobobobobo
gbobobobobobobobo
gboooboooobboobooo
goobooooobbobooooboo
goooooooog

b 15 R
000000000000000000
0ooo0oo

gbobobobobobobobo
goooo

Revenue from external customers

HEEF WS
2022 2021
—E—-= ooooo
RMB’000 RMB’000
ARBTT ooooo
India od 757,814 962,219
The PRC oo 509,101 791,076
People’s Republic of Bangladesh OO0O0O0OOO0O 95,368 199,241
Algeria ooooo 27,917 25,132
Republic of Korea oooo 26,802 -
United States of America gooooao 20,377 -
Other regions ooono 12,998 22,436
1,450,377 2,000,104

The Group’s non-current assets, excluding deferred
tax assets, amounted to RMB135,202,000 (2021:
RMB152,181,000), and are all located in the PRC.
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6.

SEGMENT INFORMATION (Continued) 6. 7 EBZ
Information about major customers B
Revenue from customers contributing over 10% of the total oono
revenue of the Group are as follows: ooagd
2022
—E-—
RMB’000
AR®T T
Customer A ooaA 302,167
Customer B 0oB N/ATRE R
* The customer did not contribute over 10% of the total revenue of the
Group in 2022.
OTHER GAINS AND INCOME 7.

2022

—s-=
RMB’000

AR¥TT

oooooooo
oooooo
gooooao

Gain on disposal of a subsidiary

Bank interest income

Exchange gain, net

Reversal of impairment loss on
trade and bills receivables
recognised

Government subsidies (Note)

Amortisation of government grant
(Note 27)

Indemnification for litigation loss

oooooooo

ooooooo
ooooowoozr7zo

from the controlling shareholders 07 [7 [J 4107
(Note 41)
Sundry income SENEE

ooooooooooon

ooooooooooon

12,227
15,892

76
16,234

6,488

Note: The government subsidies represent the one-off government grants
that were received from local government authorities of which the
entitlements were unconditional and were therefore immediately
recognised as other income.
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8. FINANCE COSTS 8. &R
2022 2021
—ZE—-— ooogood
RMB’000 RMB’000
ARMF T 00000
Interest on: oooooooo
Lease liabilities oooo 914 1,221
Discounted bills financing and godddooooooo
factoring loans 16,429 4,384
Borrowings oo 918 863
18,261 6,468
9. INCOME TAX EXPENSE 9. FTEMHAX
2022 2021
—E-= ooooo
RMB’000 RMB’000
AR®FT 0ooooo
Current tax: goooo
— Hong Kong profit tax gooooo 416 -
— PRC Enterprise Income Tax Oooooooao 4,300 912
— United States enterpriseincome OO 000000
tax 749 -
— Under/(Over)-provision in prior gooooooooo
year oooooo 172 (320)
5,637 592
Deferred tax (Note 28): 0o0oooonozsem
— (Credit)/charge to current year oo0oooooooooo (2,173) 1,608
Income tax expense ooooo 3,464 2,200
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9. INCOME TAX EXPENSE (Continued)

M

(i)

(i)

(iv)

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

The statutory tax rate of subsidiaries in Hong Kong is
16.5%. Under the two-tiered profits tax rates regime of
Hong Kong Profits Tax, the first HK$2 million of profits
of qualifying group entity are taxed at 8.25%, and
profits above HK$2 million are taxed at 16.5%. The
profits of group entities not qualifying for the two-tiered
profits tax rate regime are to be taxed at a flat rate of
16.5%.

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

Two of the Group’s subsidiaries, Shenzhen
Sprocomm Telecommunication Technology Co., Ltd.
(“Shenzhen Sprocomm”) and Shanghai Sprocomm
Telecommunication Technology Co., Ltd. (“Shanghai
Sprocomm”), are recognised as a High and New-
technology Enterprise, which have been granted tax
concessions by the local tax bureau and are entitled to
PRC EIT at concessionary rate of 15% from 2020 to
2022 and 2021 to 2023 respectively.

The India taxation was calculated based on the rates
applicable in the relevant jurisdiction on the estimated
assessable profits. The applicable tax rate is 30%.
No provision of overseas profits tax in respect of India
taxation has been made, as the Group did not have
any assessable profits subject to such overseas profits
tax for both years.

In 2022, the Group is subjected to Federal Income
taxes. The United States enterprise income tax rate
has been provided at the applicable rate of 21% for the
year ended 31 December 2022 (2021: nil).

0)

(i)

(i)

(iv)

(vi)

9. FIBHiMAxX @
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For the year ended 31 December 2022 [0 000000 0000000000
INCOME TAX EXPENSE (Continued) 9. FriSHiR X )
2022 2021
—_EgE-= goooad
RMB’000 RMB’000
ARMF T 00000
Profit/(loss) before tax 0doooooooan 9,825 (15,859)
Tax at PRC statutory tax rate gboogbD25%
of 25% ooooo 2,456 (3,965)
Tax effect of expenses not dodododoogooo
deductible for tax purpose 1,333 2,931
Tax effect of non-taxableincome OOO0OO0OOO0OOOO (1,216) (2)
Utilisation of tax losses not oooooooooo
recognised (46) (206)
Tax effect of tax losses not oooooooogoood
recognised 19,057 15,326
Additional deduction arisingfrom  O0OO0OOOO0OO0OOOO
research and development
expenses (16,379) (10,730)
Effect of different tax rates of oooooooooood
subsidiaries operating in other ooooobooono
jurisdictions (647) (98)
Under/(Over)-provision in prioryears 1 0 0 0 00 0 O O
oooooo 172 (320)
Withholding tax on undistributed ooooooooooog
earnings of a PRC subsidiary oooooooz8g
(Note 28) (1,090) 570
Tax effect of tax exemption/ Jooooogoogood
deduction from tax authority O000Uooowvo
(Note 9(iv)) (176) (1,306)
Income tax expense for the year gbooogooo 3,464 2,200

Details of deferred tax are set out in Note 28.
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10. PROFIT/(LOSS) FOR THE YEAR 10. & A%

2022
—E=-=
Note RMB’000
oo ARBT T
Profit/(loss) for the year has goooooooo
been arrived at after charging/ ooooooood
(crediting): oooood
Directors’ emoluments oooao 11 2,294
Salaries, allowances and other gooooooooo
benefits (excluding directors’ ooooooooo
emoluments) 121,406
Contributions to retirement gopooooo
benefits scheme (excluding ooooooooo
directors’ emoluments) 17,843
Total staff costs gooooa 141,543
Auditors’ remuneration ogooog 816
Amortisation of intangible assets O 00 0 00O 17 2,307
Amount of inventories recognised 0 00000000
as an expense oo 1,246,747
Net foreign exchange (gain)/losses 0 00 0 000 0 00O O (15,892)
Depreciation of property, jooooooooo

plant and equipment 24,612 ) i
Depreciation of right-of-use assets 0 0 0 0 0 0O O ! PI0,264 TR S

Reversal of impairment loss Jooooooooo
recognised in respect of ddoododoooo
trade and bills receivables o0

Written off of property, plantand 0000000000
equipment

Loss on litigation ooooooo

Loss on disposal of property, O O O EREEET ) e
plant and equipment ooo '

Loss on early termination ofleases 0 0 OO0 OO0 0O 0O O
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100

0

ooooooo

~

11. DIRECTORS’ EMOLUMENTS 11.EEME
Details of directors’ emoluments are as follows: ooooooooo

Salaries, Contributions
allowances to retirement

and other benefits
Fees benefits scheme Total
e
)=4:9 3 BAREF
we HAiER sTEIER st

RMB’000 RMB’000 RMB’000 RMB’000
ogoooobo boobooob oboooobo boobogo

Year ended 31 December2022 OO0 OO O0OO
ooooood
ooad
Executive Directors oooo
Mr. Li Chengjun (Chief ooood
Executive of the Company) goooooogon - 552 28 580
Mr. Xiong Bin good - 420 18 438
Mr. Wen Chuanchuan goood - 420 12 432
Mr. Guo Qinglin ooood - 420 12 432
Independent non-executive ooooooo
Directors
Mr. Wong Kwan Kit ooood 103 - - 103
Mr. Lu Brian Yong Chen ooood 103 - - 103
Mr. Hung Wai Man goood 103 - - 103
Ms. Tseng Chin | ooood 103 - - 103
412 1,812 70 2,294
Year ended 31 December2021 OO OO ODODO
ooooood
oo
Executive Directors oooo
Mr. Li Chengjun (Chief ooood
Executive of the Company) gpoooooogon - 552 26 578
Mr. Xiong Bin good - 420 15 435
Mr. Li Hongxing! goooogt - 229 48 277
Mr. Wen Chuanchuan? ogoogoogt - 241 6 247
Mr. Guo Qinglin gooooad - 420 11 431
Independent non-executive ooooooo
Directors
Mr. Wong Kwan Kit gooog 100 - - 100
Mr. Lu Brian Yong Chen goood 100 - - 100
Mr. Hung Wai Man goooo 100 - - 100
Ms. Tseng Chin | ooood 100 - - 100
400 1,862 106 2,368
N Mr Li Hongxing has resigned as an executive director on 1 June 2021. t 00o0oo0oooooooooooooooD
Mr Wen Chuanchuan has been appointed as an executive director on goobooooooooboobooobooooooboo
1 June 2021. ooooooboo
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11.

12.

DIRECTORS’ EMOLUMENTS (Continued)

The executive directors' emoluments shown above were
mainly for their services in connection with the management
of the affairs of the Company and the Group. The
independent non-executive directors' emoluments shown
above were mainly for their services as directors of the
Company.

The amounts disclosed above represent remuneration
paid or payable to the directors of the Company (including
emoluments for services as employee/director of the group
entities prior to becoming the directors of the Company) by
entities comprising the Group.

None of the chief executive nor any of the directors of the
Company waived or agreed to waive any emoluments paid
by the Group for the years ended 31 December 2022 and
2021. No emoluments were paid by the Group to any of
the directors of the Company as an incentive payment for
joining the Group or as compensation for loss of office
during both years.

EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, one (2021: one) was the director (including chief
executive) of the Company, whose emoluments are set out
in Note 11 above. The emolument of the remaining four
(2021: four) highest paid individuals were as follows:

MEEME @

obobobooobobobobo
obobobooOobobobobo
oboobOo0ooobOooobOOoOooDbo
oooooooooobobooboo

oboboobOooobobobooo
obooobhoobOooooooooo
ooooooooboooooocoooao
odoooooooo

oooooooboboooobooooo
oooooooooooooboon
ooobooooooooboooon
ooooooooooooobooon
ooobooooobooobooooo
doooooooooo

12.EEME

oo0o0oobOoooOO0Oobooboan
oobooob0oboobooobooooon
oooDoOobOO00oO0O0o0oooboO0ion
oobooooOoooOoobooooon
oooogo

2022 2021
—E—-= ooood
RMB’000 RMB’000
AR®TR RgEPzol 1
Salaries, allowances and other Oo0oooooooa
benefits 1,744 1,854
Contributions to retirement benefits 0O OO0 OO0 OO
scheme 472 484
2,216 2,338
Their emoluments were within the following band: oooooooooood
2022 2021
—E-CF ERNEEE 0
Number of Number of
individuals individuals
AE Eign
Nil to HK$1,000,000 0 0O 1,000,0000 O 4 4
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12. EMPLOYEES’ EMOLUMENTS (Continued) 12.EEBME @)

No emoluments were paid by the Group to any of the five
highest paid individuals of the Group including the directors
of the Company as an inducement to join or upon joining
the Group, or as compensation for loss of office during the
years ended 31 December 2022 and 2021.

13. DIVIDENDS 13. R E

No dividend was paid, declared or proposed during the
years ended 31 December 2022 and 2021, nor has any
dividend been proposed since the end of the reporting
period. oooOooooo

14. EARNINGS/(LOSS) PER SHARE

The calculation of the basic earnings/(loss) per share during
the years is based on the profit/(loss) attributable to the
owners of the Company and the weighted average number
of ordinary shares in issue.

14. 8RE2R, (Fi8)
Joooooooooboooobooog
OO00000O00o0O0b000o00ooo oo
goooooooooon

gboooooooboooboo
goooboboooobooboobo
gooboboobooobooboobooo
gooboooboooboobogoobooobgooo
goooooooooo

gboboooooooboooboo
goobobooobooobobboo
gooobooooboobooboobo

2022 2021
—E-CF ooooo
RMB’000 RMB’000
AR®T T ooooo
Earnings/(loss) for the purposeof 00000000 O0OOO
basic earnings/(loss) per share OoDoooooooog
profit/(loss) for the year attributable OO0 0000000
to owners of the Company 6,506 (17,754)
Number of Number of
share share
K7 EE oooo
’000 ’000
FR oo
Weighted average number of goooooooooogo
ordinary shares for the purposeof OO OOOOOOOOO
basic earnings/(loss) per share 1,000,000 1,000,000
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14. EARNINGS/(LOSS) PER SHARE (Continued) 14. 8%

Diluted (loss) earnings per share B8R
The Company'’s potentially dilutive ordinary shares comprise ool
share options. Performance-related employee share options oo
are treated as contingently issuable shares. Contingently oo

issuable shares are considered outstanding and where
applicable, included in the calculation of diluted earnings/
(loss) per share as if the conditions of the contingency
are deemed to have been met, based on the information
available, at the end of reporting period.

As at 31 December 2021 and 2022, none of the
performance conditions of the share options were met, and
thus the dilutive potential ordinary shares are not included
in the calculation of diluted earnings/(loss) per share. As a
result, diluted earnings/(loss) per share is the same as basic
earnings/(loss) per share for the year ended 31 December
2021 and 2022.
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15. PROPERTY, PLANT AND EQUIPMENT 15. % - MERRE

Ownership
Fumiture interests in
Leasehold Plant and and Motor Office land and
improvement machinery fixture vehicles  equipment building Total
R
HENE FRR REFH
£6  BEREES BE%E hE BogE  FERER @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
0oooo goooo gooono goooo goooo goooo ooooo
Cost HA
At 1 January 2021 gooooooooo 31,741 90,374 3938 1,415 9,958 64,840 202,266
Additions aa 502 2,017 - 119 484 - 3122
Writen off oo - (306) - - - - (306)
At 31 December 2021 oooooo
ooooooo 32,243 92,085 3,938 1,534 10,442 64,840 205,082
Additions oo 3,892 2972 49 216 1,366 - 8,495
Disposal oo - (3,933) (148) - (1,427) - (5,508)
Written off 00 (6,548) - - - - - (6,548)
At31 December 2022~ W=B=Zf
+-B=1-H 29,587 91,124 3,839 1,750 10,381 64,840 201,521
Accumulated ZiiE
depreciation
At 1 January 2021 gooooooooo 18,253 26,510 3,115 728 6,048 8,048 62,702
Charge for the year oooo 3,912 12,550 292 181 790 3,080 20,805
Written off oo - (291) - - - - (299)
At 31 December 2021 gooooo
goooooo 22,165 38,769 3,407 909 6,838 11,128 83,216
Charge for the year oooo 11,309 8,240 238 260 1,485 3,080 24,612
Disposal oo - (1,980) (123) - (1,270 - (3373
Written off 00 (6,548) - - - - - (6,548)
At31 December202  W=-E=Zf
tZB=t+-H 26,926 45,029 3,522 1,169 7,053 14,208 97,907
Canying values BEE
At31 December2022  W=B=Zf
TZR=t-H 2,661 46,095 317 581 3,328 50,632 103,614
At 31 December 2021 gooooo
goooooo 10,078 53,316 531 625 3,604 53,712 121,866
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15.

16.

PROPERTY, PLANT AND EQUIPMENT
(Continued)

Ownership interests in land and building situated in the PRC
with remaining lease term of 41 years. Carrying value of
approximately RMB50,632,000 as at 31 December 2022
(2021: RMB53,712,000) have been pledged to secure the
Group’s mortgage loan.

RIGHT-OF-USE ASSETS AND LEASE
LIABILITIES

15. % - BEKRE @

obobobOoboobobobobo
obobobo400o0ocboobooboo
obo0oo00oobOO0ooOOonoso,632,000
0oO0oo0b0O0o0oogss7iz,0000 00
tooooooooooboboo

16. EAEEEREESR

(i) Right-of-use assets () ERAEEE
2022 2021
—E-= ooood
RMB’000 RMB’000
ARETR ooooo
Machines oo - 588
Leasehold properties oooo 5,649 20,544
5,649 21,132

The Group has lease arrangements for buildings and
machines. The lease terms range from one to three
years (2021: one to six years).

During the year, additions to right-of use assets were
RMB304,000 (2021: RMB27,389,000). This amount
primarily related to the capitalised lease payments
payable under new tenancy agreements. The Group
also terminated a contract, resulting in derecognise of
right-of-use assets and lease liabilities of approximately
RMB5,593,000 and RMB5,590,000 (2021: nil)
respectively.

In respect of lease arrangements for machines
which are under hire purchase, the ownership of the
machines will be transferred to the Group by the end of
the lease terms. The Group’s obligations are secured
by the lessors’ title to the leased assets for such
leases.

goobooooobooooooo
goooobOoOooboooooono
ooood

gooooooboooooao
304, 000000000000 0OAO
27,389, 0000000 0 0OOODOO
O O ERESESESE- TN (TN i
B EREEEREREA [ [N =P
O a0 00 0o 000 0 O«
OO00gogssesooonnnnn
5,590,00000 0 O OO0 800 OO

O [OHOAES (OS] [OF eSO daRaHan| (o]
0 I2FOHE] SO da R ENa) (o) (O] (.5
gopbooooboooobon
Of DNuyezalERaRENL, =50
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16. RIGHT-OF-USE ASSETS AND LEASE 16. EAKEERHEESEE @
LIABILITIES (Continued)
(i) Lease liabilities (i) HEAE
2022 2021
—EgE-= goooad
RMB’000 RMB’000
AR¥T ooooo
Non-current portion ooooao - 7,903
Current portion ooono 5,855 12,385
5,855 20,288
Amounts payable under lease goooooooogo
liabilities:
Within one year ooao 5,855 12,385
After one year but withintwo years 00O 0O O - 7,903
5,855 20,288

Less: Amount due for settlement 00120000000

within 12 months oooooooo
(shown under current ood
liabilities) (5,855) (12,385)

Amount due for settlement after 12000000000

12 months - 7,903
The weighted average incremental borrowing rates JoooDooDooooooooo
applied to lease liabilities range from 4.2% to 9.0% 000042%09.000 000000
(2021: from 7.0% to 9.0%). 0 7.0%0 9.0%00
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16. 5 A

16. RIGHT-OF-USE ASSETS AND LEASE
LIABILITIES (Continued)

(iii) Amounts recognised in profit or loss

—_s=-=
RMB’000
AR¥T

2022

Depreciation expenses onright-of- 0000000000

use assets
— Leasehold properties ooooo
— Machines ooo

Interest expenses on lease liabilites 0 0 0 00 00O
Expenses relating to short-term oooooooog
leases

(iv) Others
During the year ended 31 December 2022, total
cash outflow for leases amount to approximately
RMB10,061,000 (2021: RMB16,677,000).

Restrictions or covenants on leases
As at 31 December 2022, lease liabilities of RMB5,855,000
are recognised with related right-of-use assets of
RMB5,649,000 (2021: lease liabilities of RMB20,288,000
are recognised with related right-of-use assets of
RMB21,132,000). The lease agreements do not impose
any covenants other than the security interests in the leased
assets that are held by the lessor. Leased assets may not
be used as security for borrowing purposes.

9,606
588
914
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17. INTANGIBLE ASSETS

17. BB E

Computer Development
software Patents costs Total
EREH =5 MEEAR @
RMB’000 RMB'000 RMB’000 RMB’000
goooa goooa goooao goooa
Cost RA&
At 1 January 2021 gooooooooo 8,913 632 - 9,545
Additions oo - - 4,006 4,006
At 31 December 2021 oooooo
goooooa 8,913 632 4,006 13,551
Additions oo 783 - - 783
At 31 December 2022 R-E-Z%§
+=ZA=+-H 9,696 632 4,006 14,334
Amortisation e
At 1 January 2021 gooooooooo 3,074 238 - 3,312
Charge for the year opooo 930 126 - 1,056
At 31 December 2021 oooooa
goooooa 4,004 364 - 4,368
Charge for the year gooo 909 63 1,335 2,307
At 31 December 2022 R-B-Z§
+=ZA=+-H 4913 427 1,335 6,675
Carrying values REE
At 31 December 2022 R-B--%
+=A=+-H 4,783 205 2,671 7,659
At 31 December 2021 oooooo
oopooooon 4,909 268 4,006 9,183
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18. INVENTORIES

18. £ &

2022
—s-=

RMB’000
AR®T T

Raw materials ooo
Work in progress ooao
Finished goods ooao

78,693
59,657
49,078

187,428

19. TRADE AND BILLS RECEIVABLES

2022

—s-=
RMB’000

ARETx

Trade receivables gooooo
Bill receivables oooo
Less: Loss allowance gooooo

190,849
3,360
(2,505)

Trade and bills receivables goooooooooo

191,704

The gross amount of trade and bills receivables arising
from contracts with customers amounted to approximately
RMB194,209,000 as at 31 December 2022 (2021:
RMB228,595,000).

An aging analysis of trade and bills receivables (after loss
allowance) based on invoice date is as follow:

RMB’000
ARBT

128,352
%

Within 30 days 30000

31-60 days 310 600 d ;
61-90 days 610 900

Over 90 days 0000

Total oo

No interest is charged on the trade and bills receivables.
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19. TRADE AND BILLS RECEIVABLES 19. EZ RN REREREE @
(Continued)
As part of the Group’s credit risk management, the do0oobOooboboboobobooao
Group applies internal credit rating for its customers. The 0do0oobDoobDooDoopoood
debtors are grouped under a provision matrix into three 0o0o0bO0oOO0oOobOOdooOobooo
internal credit rating buckets based on shared credit risk dodoDooooooooooood
characteristic by reference to past due exposure of the dddddoooooooooodg

debtor, and the ratings are outlined as follows:

— Low risk Customers with good credit standing oooo ooDooobOooo
— Mediumrisk  Customers with normal credit standing oooo opoOoooboooo
— High risk Credit-impaired customers oooo opoooooo
There has been no change in the estimation techniques or dobobobOobOobobobobo
significant assumptions made during the current year. The gdoobooboobobobooooo
Group recognised lifetime ECL for trade and bills receivables 0o0Do0bO0obOOooOOobOobOobOoobao
individually and/or collectively as follows: ooooo
Weighted
average Gross
expected carrying Loss
loss rate amount allowance
hnEF 9 E HARMEE BERE
% RMB’000 RMB’000
% ooooo ooooo
As at 31 December 2022 gooooo
ooooooo
Low risk ooo 1.29% 194,209 2,505

As at 31 December 2021 gooogo

ooooooo

Low risk ooo 1.13% 228,595 2,581
The estimated loss rate are estimated based on historical ooo0O0oooOOoDOOoOoooboOoDbo
default rates and adjusted for forward-looking information oO0o0oOoOooDooOoooDoooooo
(for example, the current and forecasted economic growth 0o0ooooodoooooooooad
rates in PRC, India and other countries, which reflect the o00o0o0ooOoooOoooboooo
general economic conditions of the industry in which the o0o0ooooooooomooood
debtors operate) that is available without undue cost or obobobobobobobobo
effort. Such forward-looking information is used by the do0oobOOooboooboooooo
management of the Group to assess both the current as do0oobOooboboboooooad
well as the forecast direction of conditions at the reporting ooooooDooo

date. The grouping is regularly reviewed by the management
of the Group to ensure relevant information about specific
debtors is updated.

1 80 Sprocomm Intelligence Limited Annual Report 2022



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

godoogod

For the year ended 31 December 2022 O OO0 00000000000 0 0 0

19. TRADE AND BILLS RECEIVABLES 10. E5 RN EREREE &

(Continued)

Movements of impairment loss allowances of trade and bills
receivables are as follows:

obobobOobOobobobobo
oooogo

RMB’000

ooooo

As at 1 January 2021 oooooooooo 4,998
Reversal of credit loss for trade oo0ooooo

and bills receivables oooooooooo (2,417)

As at 31 December 2021 000000000 O0DOOO 2,581
Reversal of credit loss for trade ooooooo

and bills receivables OpoDOoooooooo (76)

As at 31 December 2022 R-B-—-F+=-HA=+—H 2,505

There has been no change in the estimation techniques or
significant assumptions made during the current reporting
period.

As at 31 December 2022, the Group discounted and
factored trade and bills receivables in aggregate amounts of
approximately RMB24,006,000 (2021: RMB38,351,000) to
banks and factoring company for short term financing.

Transfers of financial assets

The following were the Group’s trade and bills receivables
as at 31 December 2021 and 2022 that were transferred to
banks and factoring company by discounting those trade
and bills receivables on a full recourse basis. As the Group
has not transferred the significant risks and rewards relating
to these trade and bills receivables, it continues to recognise
the full carrying amount of the trade and bills receivables
and has recognised the cash received on the transfer as
secured borrowings (see Note 26). These trade and bills
receivables are carried at amortised cost in the consolidated
statement of financial position.

oooooooooooooboon
oooooooo

Oo0o0O00oO0OoOOOoO0O0O0ooooan
ooooooOoOoOoOOOOOOOOO
OO0O00O000o0a0o?24,006,0000000
coooOoOD00Oassssi0000000000
ooooocoooo

THMEEER

O O 0O E-E-ESESESEL [ SRR
O O B EEEPEEESE L O O 4 P
ERENEHEFENG 2] 0] (SN S . ) (EREF
(1215 =0 i 591 [ o T T T ) (=]
0 ISR SRSy | ]l SR O EEE
dogdfoobooboobooaso&Ennn
EEESP (1] [ O] (O] [ [DNEE2s™ IBEAEC OS] O]
(8135 i 8 = 71| 1< 0 T A
[T S0 R R 0 (] (], ]- ][] A o S
oooooo2e00n 00 D0 0 O
OO O EFERERL BB O TN Jegisgal
ogoo

00o0oooo Sprocomm Intelligence Limited 1 81



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
gooooood

For the year ended 31 December 2022 [0 000000 0000000000

10. ES EWFIE R EREE @)

19.

20.

TRADE AND BILLS RECEIVABLES
(Continued)

Transfers of financial assets (Continued)

The trade and bills receivables discounted and factored to
banks and a factoring company with full recourse are as
follows:

TREEERE W

gbobobobobobobobo
gbooboobooobooboboobooo

2022 2021
—E-= goooo
RMB’000 RMB’000
AR¥F T 00000
Carrying amount of transferred doooogogood
assets 24,006 38,351
Carrying amount of associated jodooooo
liabilities (24,006) (38,351)
Net position oodo - -

Note: The maturity dates of bills receivables have not yet due at the end of
the reporting period. As the Group still exposed to credit risk on these
receivables at the end of the reporting period, the cash received from
discounted bills discounted to bank are recognised as current liabilities
in the consolidated statement of financial position.

ooooooo0oO0O0O0O0O0O0O0O0O0000D0O00
oooooooo0o0O0OO00O0O0O0O000D0O
ooooboooobooooooooooon

ooooooooOooooa

PREPAYMENTS AND OTHER 20. A FIER H bW KIE
RECEIVABLES
2022 2021
—ET-= ooooo
RMB’000 RMB’000
ARMF T ooooog
Non-current portion FEREN IS
Prepayments for property, goooooooooboogd
plant and equipment and goooooo
land use right 18,280 -
Current portion RENE o
Prepayment to suppliers godooooo 56,320 65,132
Lease deposits and other deposits 000 OO0 0O Odd 21,093 1,995
VAT recoverable (Note) ooooooooo 51,384 62,572
Interest receivables oooo 7,865 -
Others oo 2,386 2,553
139,048 132,252

Note: VAT recoverable includes the input VAT and prepaid VAT that is
expected to be deducted within one year.
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20.

21.

22.

23.

PREPAYMENTS AND OTHER
RECEIVABLES (Continued)

As at 31 December 2022 and 2021, there was no significant
impairment for the prepayments and other receivables.

AMOUNTS DUE FROM SHAREHOLDERS

The amounts are unsecured, interest-free and non-trade in
nature. Details of the amounts due from shareholders are
set out in Note 41.

Expected credit loss risk of amounts due from shareholders
is assessed to be remote as there is no significant change in
the credit risk on the amounts due from shareholders since
initial recognition.

PLEDGED BANK DEPOSITS

As at 31 December 2022, bank deposits of approximately
RMB758,989,000 (2021: RMB216,092,000) were pledged
by the Group for the purpose of securing bills payables
(Note 24) and approximately RMB5,394,000 (2021:
RMB3,073,000) were pledged by the Group for the trade
loan (Note 26).

As at 31 December 2022, approximately RMB764,383,000
of the pledged bank deposits carried floating interest rates
which ranged from 0.05% to 3.1% (2021: 0.3% to 2.05%)
per annum.

As at 31 December 2021, RMB54,791,000 of the pledged
bank deposits carried fixed interest at 4% per annum and
RMB164,374,000 of the pledged bank deposits carried
floating interest rates which ranged from 0.3% to 2.05% per
annum.

BANK BALANCES AND CASH

At 31 December 2022 and 2021, bank balances carry
interest at floating rates from 0.05% to 0.35% (2021: 0.01%
to 0.3%) based on bank deposit rates.

20.

21

22.

23.

YA A R I H b FE IR FRIE ()

oooooODoOoooooboooao
ooooooboocbooooooo
oooogno

- B RFRIA

Oooooocooooooooooo
oooOooOooooOooOoonaso

oooboobOoboobobobobo
gbooboooobobooobbooooboo
oboDooooooooon

SHERRITER

ooooboobooboOoooooo
oo0000n0agv7s8,989,000000 O
obOO0o0o0OD0de21e,092,000000 00
00000000000 Oz24000 0
O0O00000005,39,0000000
oo00oo0oaosor3oo00000ndn
oo00ooo2edn

ooooboobOoobooooooo
Oooooooov7e4,3830000000
oo0000000.05%03.1% 0000
000.3%0 2.05%00 O 0

OO O O EeESEEE] SR 1 <= T
OO0D00000bs54,791,0000 0000
O0O0D04%00000B8 164,374,000
0000000000 0:3%i:2.05%
SINDS!

RITERRRE
[ESENERL F-F L SR 2E ] S
I 8 Y R s
00000 0.05%00.3%% 000000
0.01% 0 0.3%00 O O
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24. TRADE AND BILLS PAYABLES 24 ESENRERENREE
2022 2021
—E-F ooooo
RMB’000 RMB’000
AR®T T 0ooooo
Trade payables goooogo 132,735 291,125
Bills payables goodd 807,892 233,006
Trade and bills payables oboooooooooo 940,627 524,131
The following is an aged analysis of trade payables o00o0ooooooooooooo
presented based on invoice date at the end of the reporting ooooooooog
period.
2022 2021
—E-= ooooad
RMB’000 RMB’000
AR®T T 00000
Within 30 days 3000 68,049 185,819
31-60 days 310 600 49,145 69,400
61-90 days 610 900 8,435 16,341
Over 90 days 900 00O 7,106 19,565
Total oo 132,735 291,125
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24. €5

24. TRADE AND BILLS PAYABLES (Continued)

The average credit period on purchases of goods is
ranging from 30 to 60 days. The Group has financial risk
management policies in place to ensure that all payables are
settled within the credit timeframe.

The following is an aged analysis of bills payables at the end
of the reporting period.

[ERERN
Ooo0o0
00t

2022

—E-C
RMB’000
ARETT
Within 30 days 3000 34,415
31-60 days 310 600 30,910
61-90 days 610 900 39,307
Over 90 days 900 00O 703,260
Total od 807,892

All the bills payables of the Group are not yet due at the end
of each reporting period. Bills payables as at 31 December
2022 were secured by pledged bank deposit amounts of
approximately RMB758,989,000 (2021: RMB216,092,000)
(Note 22).

-




oo

o

0

ooon

25. ACCRUALS AND OTHER PAYABLES

7
L/
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[

%al.

0

o

0

0

25, AREMEMSREBEBUR

I &t

=
8

AND CONTRACT LIABILITIES NEE
2022 2021
—EgE-= ooooo
RMB’000 RMB’000
AR®T T 0ooooo
Salaries payable goodd 54,769 47,762
Other payables googooo 6,612 10,268

Government subsidies inadvance 00000 0000 ()0

(Note (1) 12,357 12,357
Other tax payables oooooo 2,964 4,215
76,702 74,602
Contract liabilities (Note (if)) ooooooomo 30,251 69,458

Notes:

Government subsidies in advance included in accruals and other
payables are mainly related to the capital expenditure incurred for
property and equipment, leasehold improvement and subsidies
for recruitment of certain number of workers for factory operation,
before fulfiling certain conditions under the terms of the government
subsidies. The government subsidies received may need to be
refunded if the subsidiary failed to fulfill the attached conditions within
the stipulated time. Upon fulfillment of those conditions, government
subsidies related to compensation of operating expenses are credited
to the profit or loss in the year the Group complied with the conditions
attached to the subsidies, whereas assets-related subsidies are
reclassified to deferred income and credited to the profit or loss on a
straight-line basis over the expected lives of the related assets.

0

(i)

Contract liabilities as at 31 December 2022 amounted to approximately
RMB30,251,000 (2021: RMB69,458,000), which represented receipts
in advance from customers.

Significant changes in contract liabilities

The significant decrease in contract liabilities as at 31
December 2022 was mainly due to the advances from
customers as at 31 December 2021 had been recognised
as revenue upon transfer of goods during the year ended 31
December 2022.

Revenue recognised in relation to contract
liabilities

Revenue recognised during the year ended 31 December
2022 that was included in the contract liabilities at the
beginning of the year is approximately RMB57,706,000
(2021: RMB71,654,000). There was no revenue recognised
in the current year that related to performance obligations
that were satisfied in prior year.
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0
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ooo0so251.00000000000000
69,458, 0000 0000000000
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26. BORROWINGS 26. AR

2022
—_EgE-=
RMB’000
AR® T
Bank borrowings, secured ooooooono
Secured (Note a) 000ovooad 41,823
Unsecured (Note b) Oo0uoobod 10,000

51,823

Carrying amount repayable (based on scheduled repayment
dates set out in the loan agreements):

2022

—E2-=
RMB’000
AR®T T
Within one year ooo 37,006
More than 1 year but less than dooododoood
2 years | 3,000
More than 2 year but less than oooooDoooo
5 years 9,000
More than 5 years oooo ‘ 2,817
|
51,823
Carrying amount repayable on Joodooooogood
demand or within one year 0oooooooood

shown under current liabilities
Amount shown undernon-current 00000000 OOO
liabilities




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

oo

gooon

For the year ended 31 December 2022 [0 000000 0000000000

26. BORROWINGS (Continued)

Notes:

(@)

As at 31 December 2022, the borrowing of approximately
RMB17,817,000 (2021: RMB19,817,000) are secured by the Group’s
ownership of land and buildings and borrowing of approximately
RMB24,006,000 (2021: RMB38,351,000) are secured by the Group’s
bank deposit of approximately RMB5,394,000 (2021: RMB3,073,000)
and trade and bills receivables of approximately RMB24,006,000 (2021:
RMB38,351,000). The effective interest rates from these variable-rate
borrowings range from 4.55% to 7.86% (2021: 3.62% to 4.42%).

As at 31 December 2022, the unsecured term loan carried interest
rate at a fixed rate of 4.15% per annum and repayable within one year.
The unsecured term loan of approximately RMB10,000,000 was joint
guaranteed by the controlling shareholders, Mr. Li Chengjun and Mr.
Xiong Bin.

The amounts of borrowing facilities and their utilisation at

26. {8 X (#)
ooo

(@)

oooooOoooOoOooooooooao
17,817,00000 0000000 00O 19,817,000
oooooo0oo00oo0o0oO0O0o00oo0o00o
O000O024,006,0000 00000000
ooo0oosg3sL0000000000000
Ooo0ooos394.0000000000000
03073000000 00000000000
00 D0024,00600000000000000
38,351,0000 00 000000000000
000D000455%0786%1 000000
3.62% 0 4.42%00

0oo0o000000000oO0ooOoooooao
00000415%0000000000000
00000000000 10,000,0000000
ooooooO0oO0o0oOooDoOoooDOoOn

gboooboboobobooboooo

the end of the reporting period are set out as follows: ooooo
2022 2021
—E-= ooooo
RMB’000 RMB’000
AR¥F T ooooo
Facility amount ooono 152,188 159,265

Utilisation ooodad

Secured bank borrowings oooooono 41,823 38,351
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27. DEFERRED INCOME 27. R R

2022

—Eg=-=
RMB’000
ARBT T
At the beginning of the year ooo 21,800
Received during the year ooood 274
22,074

Amortisation of governmentgrant 00 00 O 00700 700

(Note 7) (6,488)

Balance as at the end of year oooo 15,586
Analysed as: oooo

Current liabilities gooo

Non-current liabilities goood

Note: Deferred income consists of government subsidies provided by the
relevant PRC government authorities for the purposes of financing
the purchase of plant and machinery and the expenses related to the
leasehold improvement. The amounts are recognised as income to
match with related expenses and cost incurred on systematic basis
over the useful lives of the relevant assets upon completing inspection
by the related government authorities. During the year ended 31
December 2022, government subsidies released to the consolidated
statement of profit or loss and other comprehensive income amounted
to approximately RMB6,488,000 (2021: RMB7,600,000).
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28. DEFERRED TAX ASSETS/(LIABILITIES)

The following is the analysis of the deferred tax asset/
(liabilities), after set off certain deferred tax assets against
deferred tax liabilities of the same taxable entity, for financial

reporting purposes:

28. EXEBIREE (BE)

goobobooooogoboo
gbobobobobooon

gooo
oooo

oooooooooooooooo

2022 2021

—E-F ooooo

RMB’000 RMB’000

AR®F ooooo

Deferred tax asset oooooo 248 225
Deferred tax liabilities goodgodao (13,484) (15,634)
(13,236) (15,409)

The followings are the major deferred tax asset/(liabilities)

recognised and movements thereon during the years:

gbobobobobobobobo
gbooboooooo

Withholding
taxon
undistributed
profit of
aPRC  Impairment Accelerated
subsidiary loss on tax
(Note (a))  receivables depreciation Total
B—-ETE
WEAR
R REF
BaENH ERHE MEHE
ooo@n  RESE il EH)
RMB’000 RMB’000 RMB’000 RMB’000
00000 00000 O0OO0O0o00 Ooooao
At 1 January 2021 00oooooooo (12,295) 795 (2,301) (13,801)
Charged to profit or loss gooooooo (570) (570) (468) (1,608)
At 31 December 2021 and 000ooo00oooooo
1 January 2022 ooooooooo (12,865) 225 (2,769) (15,409)
Credit to profit or loss gooo 1,090 23 1,060 2,173
At 31 December 2022 RZB--§+-A=1+-H (11,775) 248 (1,709) (13,236)
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28. DEFERRED TAX ASSETS/(LIABILITIES)
(Continued)

Notes:

@)

Under the EIT Law, withholding tax of 10% is imposed on dividends
declared in respect of profits earned by a PRC subsidiary from 1
January 2008 onwards. A lower withholding tax rate may be applied
if there is a tax treaty between Mainland China and the jurisdiction of
the foreign investors. The directors determined that the management
of the Group can control the quantum and timing of distribution of
profits of their PRC subsidiaries. Deferred tax liability is only provided
to the extent that such profits are expected to be distributed in the
foreseeable future. Deferred taxation has been provided in respect
of the temporary differences associated with the undistributed profits
earned by a PRC subsidiary, Shenzhen Sprocomm at the applicable
withholding tax of 5%.

As at 31 December 2022, the Group has unused tax losses of
approximately RMB265,456,000 (2021: RMB188,811,000) available
for offset against future profits. These unused tax losses mainly
arose from (i) the preferential tax treatments of the research and
development expenditure which resulted in additional tax deductions
related to qualified research and development costs of Shenzhen
Sprocomm; or (i) losses incurred by Chengdu Sprocomm, Sprocomm
Technologies Co., Ltd. (“HK Sprocomm”), Guizhou Sprocomm
Telecommunication Technology Co., Ltd. (“Guizhou Sprocomm”)
and Guizhou Mars Exploration Technology Co., Ltd (“Guizhou Mars”).
No deferred tax asset has been recognised in respect of the unused
tax losses due to the unpredictability of future profit streams for these
subsidiaries. Included in unrecognised tax losses are PRC tax losses
of approximately RMB265,456,000 as at 31 December 2022 that will
expire in the next five years (2021: RMB178,827,000). The remaining
Hong Kong tax losses may be carried forward indefinitely.

28, I

ooo

(@)
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29. SHARE CAPITAL 29. g 7
Number of Share Equivalent
shares capital amount to
RGEE fig 2% ZELH
000 HK$’000 RMB’000
oo ooo ooooo
Ordinary shares of goooiooooOO
HK$0.01 each ooo
Authorised:
At 31 December 2022 goooooo
and 2021 ooogo
gooooooo 10,000,000 100,000 86,213
Issued and fully paid: goooogo
At 31 December 2022 gooooon
and 2021 ooooo
ooooooo 1,000,000 10,000 8,945

All new shares rank pari passu with the existing shares in all
respects.

30. RESERVES

i)

Statutory reserve

According to the PRC Company Law, companies
in the PRC are required to transfer 10% of their
respective after-tax profits, calculated in accordance
with the relevant accounting principles and financial
regulations applicable to entities established in the
PRC, to the statutory surplus reserve until the reserve
balance reaches 50% of the registered capital of the
relevant subsidiaries. The statutory surplus reserve can
be utilised, upon approval of the relevant authorities,
to offset accumulated losses or to increase registered
capital of these companies, provided that such fund
is maintained at a minimum of 25% of the registered
capital of the relevant subsidiaries. The statutory
reserve is not distributable as cash dividends and
must be made before distribution of dividend to equity
owners.
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(i)
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30. RESERVES (Continued) 30. f# & (@)
(i) Merger reserve (i) &Pt
The merger reserve represents the difference between go0ooOOooOOooOOoooboooo
the consideration and the carrying amounts of the go0ooDOooODOooOOooOOooooo
assets and liabilities of the subsidiaries acquired gooono

pursuant to the group reorganisation.

(iii) Other reserves (i) HAtf#E
The amount represents (i) the amount paid by an equity oooD@HooDoDoDoDoDoooao
holder in excess of registered capital of Shenzhen Joo0oDooooood@ooao
Sprocomm, (ii) the deemed capital contribution O0o0oODO0DOOoDOOoDOooooo
pursuant to the reorganisation of the Group in 2018; goooboooooDOoooo
and (iii) the difference of the consideration paid for the 0o0o0o0Do0oDOoDoDOoDOoDoOooo
acquisition of the additional equity interest in Chengdu doooDooDooDooDooooo
Sprocomm and the carrying value of the additional odoooooooooooa (vyd
equity interests of the subsidiary acquired during the gooDooooDooooooog
year ended 31 December 2019; and (iv) the difference goooODobOOooOobDooooo
of the consideration paid for the acquisition of the go0ooODoDOOooOOoDOooOooo
additional equity interest in Chengdu Sprocomm and 0oo0oooono
the carrying value of the additional equity interests
of the subsidiary acquired during the year ended 31
December 2021.

31. SHARE-BASED PAYMENT 3. ROX[ARZ
TRANSACTIONS
Share-option scheme BRESE
During the year ended 31 December 2019, the Company ooooODDOOooooooooooon
has adopted a share option scheme (the “Share Option 0000000000000 0OOm &
Scheme”) upon Listing. The Share Option Scheme is a REFEID0000000D0000
share incentive scheme and is established to recognise and 000 EE BEENT O O O P
acknowledge the contributions that the eligible participants, R 8 Y N I SR N ol N W e P
including (i) any full-time or part-time employees, executives (DOoooDoDoooOooooooooo
or officers of the Company or any of its subsidiaries; (ii) dddooooooogoga@mooo
any Directors (including non-executive Directors and gogoobooooobadotood
independent non-executive Directors) of the Company goooooODoODODOOoOmOmMmooooo
or any of its subsidiaries; (iii) any advisers, consultants, 0ooo0Do0oooooooooood
suppliers, customers and agents to the Company or any oodoooooodowoooooad
of its subsidiaries; and (iv) such other persons who, in the O O Ee, 00 CFE [0 EekldiaE:0 0 Bl S
sole opinion of the board of directors of the Company, will odoooooooooo

contribute or have contributed to the Group. The Share
Option Scheme shall remain in force unless otherwise
cancelled or amended.
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31. SHARE-BASED PAYMENT 1. RO ARE @

TRANSACTIONS (Continued)

Share-option scheme (Continued)

The maximum number of unexercised share options
currently permitted to be granted under the Share Option
Scheme is an amount equivalent, upon their exercise, to
10% of the shares of the Company in issue at any time. The
maximum number of shares issuable under share options to
each eligible participant in the Share Option Scheme within
any 12-month period is limited to 1% of the shares of the
Company in issue at any time. Any further grant of share
options in excess of this limit is subject to shareholders’
approval in a general meeting.

Share options granted to Directors, chief executives,
substantial shareholders or any of their respective associates
are subject to approval by the independent non-executive
directors (excluding the independent nonexecutive directors
who are the grantees of the options). In addition, any grant
of share options to substantial shareholders or independent
non-executive directors or to any of their respective
associates, in excess of 0.1% of the shares of the Company
in issue on the date of offer with an aggregate value (based
on the closing price of the Company’s shares quoted on
the Stock Exchange at the date of grant) in excess of HK$5
million made within any 12-month period from the date of
grant (inclusive) would be subject to shareholders’ approval
in a general meeting.

The offer of a grant of share options under the Share Option
Scheme may be accepted within on or before the relevant
acceptance date, upon payment of a nominal consideration
of HK$1 in total by the grantee.

The exercise price of share options is determinable by the
board of directors, but may not be less than the highest of (i)
the HKSE closing price of the Company’s shares on the date
of grant of the share options; (i) the average closing price of
the Company’s shares for the five trading days immediately
preceding the date of grant of the share options; and (iii) the
nominal value of shares of the Company.
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31. SHARE-BASED PAYMENT 31. R X

TRANSACTIONS (Continued)

Share-option scheme (Continued)

Pursuant to the Share Option Scheme of the Company
adopted in 2019, the Company granted share options
to subscribe for an aggregate of 69,100,000 shares (the
“Share Options”) on 14 April 2020 to certain directors
and employees. The options have a validity period of five
years from the date of grant. The Group has no legal or
constructive obligations to repurchase or settle the options
in cash. These options vest in tranches over a period of up
to 3 years.

The options are to be vested in three tranches, subject to
the Group achieving its profit target and the directors and
employees meeting their service conditions as well (the
“Performance Conditions”). The directors and employees
should remain in the Group’s employment until those
Performance Conditions are satisfied. Subject to the
fulfilment of the certain financial performance targets by the
Group, the three tranches of options are exercisable in the
following manner:

(i) 30% of the Share Options will be exercisable
commencing from 1 July 2021;

(i) 30% of the Share Options will be exercisable
commencing from 1 July 2022;

(i) the remaining 40% of the Share Options will be
exercisable commencing from 1 July 2023.

ooo
ool
0Ooad

)
ooocC
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31. SHARE-BASED PAYMENT 31. ROZARZ @)
TRANSACTIONS (Continued)
Share-option scheme (Continued) BREE @

The following table discloses movements of the Company’s
share options held by directors and employees during the

gbobobobobobobobo
gbobobobobobobobo

year ended 31 December 2022: oooo
Outstanding Transfer Lapsed Outstanding
at 1 January during during at 31 December
2022 the year the year 2022
Option type ERERR R-B-Zf R-B-Zf
—A—-H +=ZB=+—-H
i R AT FREEE ERBEK i R AT
Employees oo 27,400,000 - (2,500,000) 24,900,000

Exercisable at the endofthe 00000

period - - - -
Exercise price ooo HK0.51 & 7t - - -

gbobobobobobobobo
gbobobobobobobobo

The following table discloses movements of the Company’s
share options held by directors and employees during the

year ended 31 December 2021: oooooo
Transfer
Outstanding during Lapsed Outstanding
at 1 January the year during  at 31 December
2021 (note) the year 2021
Option type goooo oooooo oooooo
oooo gpooo opooooo
oooo oooo opoooo oooo
Directors oo 12,500,000 3,500,000 (16,000,000) -
Employees oo 53,300,000 (3,500,000) (22,400,000) 27,400,000
65,800,000 - (38,400,000) 27,400,000
Exercisable at the endofthe 00000

period - - - -
Exercise price ood HKO0.510 O - HK0.510 O HK0.510 O

Note: As Mr. Wen Chuanchuan was appointed as an executive Director on 1 pOooooooo0oo0oooOooOooOooooodg
goooo0oooOoO0oO0ooOoOoOooooo

oooooooOo000

June 2021, his share options were then reclassified from the category
“Employees” to the category “Directors” on the even date.
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31. SHARE-BASED PAYMENT 31. R RZ @)
TRANSACTIONS (Continued)
Share-option scheme (Continued) B IR RE ST &l ()
The total fair value, which was determined by using Binomial Oo00oo0opoDooooooDooooDao
option price model, of the options granted under the share- oooDoOoobDooooooooo
option scheme as at the grant date are approximately OoboOoooooOooooboooog
HK$15,209,000 (equivalent to RMB13,812,000) on 14 April O O 15,209,0000 000 00O OO
2020. The significant inputs into the Binomial Model are as 138120000 0000000 OO0O0OO
follows: (]} ()| [T Wl
Tranche 1 Tranche 2 Tranche 3
E—Ht gt E=4t
Exercisable period (subject to vesting conditions 1July2021to  1July2022to 1 July 2023 to
being fulfilled) 13 April 2025 13 April 2025 13 April 2025
g0o0o0oU0ooooooooooo ooooo ooooo ocoooo
opoood ooooo ooooo
opoood ooooo oooog
ooood ooooo ooooo
Share price at the grant date HK$0.51 HK$0.51 HK$0.51
oooooo 0.5100 05100 05100
Exercise price per share HK$0.51 HK$0.51 HK$0.51
ooooo 05100 05100 0.510 0
Expected volatility 53.00% 53.00% 53.00%
oooo 53.00% 53.00% 53.00%
Expected life of options 5 years 5 years 5 years
ooooooo 50 50 50
Expected dividend yield 0% 0% 0%
ooooo 0% 0% 0%
Annual risk-free interest rate 0.58% 0.58% 0.60%
oooooo 0.58% 0.58% 0.60%
The expected volatility is determined by calculating the 00000 e BO 0 O ST
historical volatility of the price of listed companies with (5] 8 N 5 A 0 5 A [ T ] 5] <
businesses similar to the Group. The expected dividend [T S g 8 8 B ] [
yield is determined by the directors based on the expected (1 (=1 (0 g s o] ]
future performance and dividend policy of the Group.
The Binomial Model has been used to estimate the fair Oo00DooooDooooooooon
value of the options. The variables and assumptions used in ERERE=EEERW RN (-7 O SdEEENENE
computing the fair value of the share options are based on O EEpEL [ O OO Sei@c 3P0 N
the director’s best estimate. The value of an option varies 00O O ESENEL] B CLE:E O Sy
with different variables of certain subjective assumptions. O] (S
During the years ended 31 December 2022 and 2021, O O3 00 (0 [ 1 ]
no share-based payment expense was recognised as the O 0 0O 0 Osh, N sl
performance conditions for all tranches were not satisfied. oo0D000Oo0oDOOoOooOoobooooo
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32. RETIREMENT BENEFITS PLAN 32, BIRERFHEI

The Group operates a MPF Scheme for all qualifying
employees in Hong Kong. The assets of the scheme are
held separately from those of the Group, in funds under the
control of trustees. The Group contributes 5% of relevant
payroll costs, capped at HK$1,500 per month, to the
MPF Scheme, in which the contribution is matched by the
employees.

The subsidiaries established in the PRC contribute based
on certain percentages of the salaries of the employees to
defined contribution retirement benefit plans organised by
the relevant government authorities in the PRC on a monthly
basis. The government authorities undertake to assume
the retirement benefit obligations payable to all existing and
further retired employees under these plans and the Group
has no further obligation for post-retirement benefits beyond
the contributions made. Contributions to these plans are
expensed as incurred. Assets of the plans are held and
managed by government authorities and are separate from
those of the Group.

The total cost charged to consolidated statement of profit
or loss and other comprehensive income of approximately
RMB17,097,000 (2021: RMB12,432,000) represents
contributions paid and payable to these schemes by the
Group during the year ended 31 December 2022.

During the year ended 31 December 2022, there was
no forfeited contributions (2021: nil) under the defined
contribution schemes and no utilisation of forfeited
contributions. As at 31 December 2022, the Group had no
forfeited contribution available to reduce its contribution to
the retirement schemes in future years (2021: nil).
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33.

34.

PLEDGE OF ASSETS 33. B E:

At 31 December 2022, the Group had pledged or 000
discounted the following assets to secure banking and ooooc
borrowing facilities and factoring loan granted to the Group: g0t ]

2022
—E=-=
RMB’000
AR¥T
Trade and bills receivables (note 19) D D 00O OOODODODO
0o0ooiao 24,006
Pledged bank deposits (note 22) 000000 0O0DOO 220 764,383
Ownership interests in land and ooo0ooooooo
building (note 15) oooiso 50,632
839,021
CAPITAL COMMITMENT 34. 5~ ] II
The Group’s capital commitments at the end of reporting

period are as follows:

f

2022
—_s=-=

RMB’000
AR¥T T

Capital expenditure inrespectof OOO0OOO0OOOOOOO j‘
the property, plant and 000ooooooogan
equipment contracted for not oooad )
provided in the consolidated
financial statements
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35. CAPITAL RISK MANAGEMENT 35. EAE ke B

The Group manages its capital to ensure that entities within
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balances. The Group’s
overall strategy remains unchanged from period year.

The capital structure of the Group consists of borrowings,
net of bank balances and cash and equity attributable to
owners of the Company, comprising share capital and
reserves.

The directors of the Company review the capital structure
of the Group periodically. As part of this review, the
directors of the Company consider the cost of capital and
the risks associated with each class of capital. Based on
recommendations of the directors of the Company, the
Group will balance its overall capital structure through
capital injection as well as raising of additional borrowings
as additional capital or the redemption of existing debt.
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36. FINANCIAL INSTRUMENTS 36. SRl
(@) Categories of financial instruments (@) ¢

2022
—E-—
RMB’000
ARETx
Financial assets ERMEE
Amortised cost (including bank ooooooooog
balances and cash) goooog 1,030,407
Financial liabilities - =R
Liabilities at amortised cost doodooooo
oo 1,059,686

(b) Financial risk management objectives and
policies
The Group’s major financial instruments include trade
and bills receivables, other receivables, pledged
bank deposits, amount due from shareholders, bank
balances and cash, trade and bill payables and other
payables and borrowings.

Details of these financial instruments are disclosed
in respective notes. The risks associated with these
financial instruments included credit risk, market risk
(currency risk and interest rate risk) and liquidity risk.
The policies on how to mitigate these risks are set
out below. The management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner.
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36. FINANCIAL INSTRUMENTS (Continued) 36. TR T A (#\)
(b) Financial risk management objectives and (b) R EEBZERBE

policies (Continued) (&)

Market risk oogdo

(i)  Currency risk o oooo
The Group’s major operating subsidiaries have ooobooOobobooboda
foreign currency sales, which expose the Group oo0DooDoobooood
to foreign currency risk. The Group currently gooooocobpoboooo
does not have a foreign currency hedging policy. oodobooooooood
However, the management monitors foreign dooooooooogod
exchange exposure and will consider hedging goooooooooo
significant foreign currency exposure should the
need arise.
As the Group had no material foreign currency oooooooooogooad
denominated monetary assets and liabilities at dooooooooogod
31 December 2022 and 31 December 2021, no ooooooooooooo
significant impacts on the results of the Group oo0bDoobOoOoooooo
would arise from the changes in foreign currency ooobOooOoboboobod
rates, accordingly sensitivity analysis in this Joooboogooooooad
respect is not presented. ooogo

(i) Interest rate risk i Ooooo
The Group is exposed to fair value interest rate 0oooooooooooog
risk in relation to fixed rate borrowings (Note 26) gze0000O0O0OO0DOO
and certain pledged bank deposits (Note 22). go0d220000000000
The Group currently does not have an interest gopooooobooood
rate hedging policy. However, the management oodooooooooood
monitors interest rate exposure and will consider goooooooooood
other necessary actions when significant interest dodooooogoooo

rate exposure is anticipated.
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36. FINANCIAL INSTRUMENTS (Continued) 36. & k.

(b) Financial risk management objectives and (b) E
policies (Continued) '

Market risk (Continued)
(i) Interest rate risk (Continued)

The Group is also exposed to cash flow interest
rate risk in relation to certain variable-rate pledged
bank deposits (Note 22) and bank balances (Note
23) and variable-rate bank borrowings (Note
26). The Group aims at keeping borrowings at
variable rates. The Group manages its interest
rate exposures by assessing the potential
impact arising from any interest rate movements
based on interest rate level and outlook. The
management will review the proportion of
borrowings in fixed and floating rates and ensure
they are within reasonable range.

The Group’s exposures to interest rates on
financial liabilities are detailed in the liquidity risk
management section of this note. The Group’s
cash flow interest rate risk is mainly concentrated
on the fluctuation of PBOC benchmark lending
rate arising from the Group’s variable-rate bank
borrowings which are denominated in RMB.

-
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36. FINANCIAL INSTRUMENTS (Continued) 36. €@l T & (&)

(b) Financial risk management objectives and (b) MERGEEEEREE
policies (Continued) (%)
Market risk (Continued) O000o0oo

(i) Interest rate risk (Continued) i OOoooooo

Sensitivity analysis

The sensitivity analysis below have been
determined based on the exposure to interest
rates for non-derivative financial instruments at
the end of the reporting period. The analysis is
prepared assuming the financial instruments
outstanding at the end of the reporting period
were outstanding for the whole year. A 100 basis
point (2021: 100 basis point) increase or decrease
is used when reporting interest rate risk internally
to key management personnel and represents
management’s assessment of the reasonably
possible change in interest rates. If the interest
rate on variable bank borrowings had been 100
basis points (2021: 100 basis points) higher
or lower and all other variables held constant,
the Group’s post-tax profit for the year ended
31 March 2022 would decrease or increase by
approximately HK$398,000 (2021: post-tax loss
would increase or decrease by HK$582,000). This
is mainly attributable to the Group’s exposure to
interest rates on its variable-rate bank borrowings.
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36. @ T A @)
b) BBEMREEEEREE

36. FINANCIAL INSTRUMENTS (Continued)
(b) Financial risk management objectives and

policies (Continued)
Credit risk

As at 31 December 2022, the Group’s maximum
exposure to credit risk which will cause a financial loss
to the Group due to failure to discharge an obligation
by the counterparties provided by the Group is arising
from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement
of financial position.

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts.

In determining the ECL for trade and bills receivables,
the management of the Group has taken into account
the historical default experience and forward-looking
information and concluded that credit risk inherent in
the Group’s outstanding trade and bills receivables are
insignificant.

The Group applies the simplified approach to assess
the expected credit losses prescribed by HKFRS 9,
which permits the use of the lifetime expected credit
loss for all trade and bills receivables. The Group
determines the ECL on an individual basis and/or
collectively by using a provision matrix, estimated
based on historical credit loss experience, as well as
the general economic conditions of the industry in
which the debtors operate. In this regard, the directors
of the Company consider that the Group’s credit risk is
significantly reduced.
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36. @ T B @)
b) BBEBEEEERKE

36. FINANCIAL INSTRUMENTS (Continued)
(b) Financial risk management objectives and

policies (Continued)

Credit risk (Continued)

For other receivables, the Group has assessed whether
there has been a significant increase in credit risk
since initial recognition. If there has been a significant
increase in credit risk, the Group will measure the loss
allowance based on lifetime rather than 12-month ECL.

Management considered amount due from
shareholders to be low credit risk and thus the
impairment provision recognised during the year was
limited to 12-month ECL.

The credit risk on liquid funds is considered minimal as
such amounts are placed with banks with high credit
ratings assigned by international credit-rating agencies.

The Group’s concentration of credit risk by
geographical location is mainly in China, which
accounted for 67% (2021: China 52%) of the total
trade and bill receivables respectively as at 31
December 2022.

The Group has concentration of credit risk as 37%
(31 December 2021: 18%) of the total trade and
bills receivables was due from the Group’s largest
trade debtor as at 31 December 2022 and 83% (31
December 2021: 65%) of the total trade and bills
receivables was due from the Group’s five largest trade
debtors who are in telecom and technology industries
as at 31 December 2022.
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36. FINANCIAL INSTRUMENTS (Continued) 36. £WMT

(b) Financial risk management objectives and (b) B
policies (Continued)
Liquidity risk
In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to
finance the Group’s operations and mitigate the effects
of fluctuations in cash flows. In addition, the Group
relies on borrowings as a significant source of liquidity.
The management monitors the utilisation of borrowings
and ensures compliance with loan covenants.

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities and lease liabilities. The table has been
drawn up based on the undiscounted cash flows of
financial liabilities and lease liabilities based on the
earliest date on which the Group can be required to
pay. The maturity dates for non-derivative financial
liabilities and lease liabilities are prepared based on
the agreed repayment dates. Specifically, borrowings
with a repayment on demand clause are included in
“Less than 1 year or on demand” band regardless of
the probability of the financial institution choosing to
exercise their rights.

The table includes both interest and principal cash
flows. To the extent that interest flows are floating rate,
the undiscounted amount is derived from interest rate
curve at the end reporting period.
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36. FINANCIAL INSTRUMENTS (Continued) 36. €@ T A @)
(b) Financial risk management objective and (b) MEREBEEBZERBEK
policies (Continued) (%)

Liquidity risk (Continued) O000000oo

More than More than

Lessthan 1yearbutnot  two year but Total
fyearor  exceeding notexceeding More than  undiscounted Carrying
on demand two years five years fiveyears  cash flows Amount

SR-F5 -FNE AENL AR
REX GFRERT ETHBLE BENLE REMELE BEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARETR ARETR AR%Tn  ARETn  ARETR

Asat31December202 ~ W=F=ZF+ZA=1-f
Trade and bill payables goooooooooo 940,627 - - - 940,627 940,627
Accruals and other payables 00000000000 61,381 - - - 61,381 61,381
Lease liabilties gooo 6,046 - - - 6,046 5,855
Borrowings oo 38,690 3137 12,355 - 54,182 51,828
1,046,744 3,187 12,355 - 1,062,236 1,059,686
More than More than

Lessthan ~ Lyearbutnot — two year but Total
Lyearor exceeding  not exceeding More than  undiscounted Carrying
on demand two years five years five years cash flows Amount

ooooo oooo 0ooo 0oo
000 000000 OOooOooO 0000 O0ooooo 0oo
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ooooo  OopoOoo 00000 00000 00000  ©OO0O0¢0

Asat3December2021 ~ W=FZ-§+Zf=1-H

Trade and bil payables poooooooooo 524,131 - - - 524,131 524,131
Accruals and other payables 00000000000 70,387 - - - 70,387 70,387
Lease liabilties oooo 13473 8,128 - - 21,601 20,288
Borrowings oo 43127 3,850 10,563 3,955 61,495 58,168
651,118 11978 10,563 3,955 677,614 672,974
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36. FINANCIAL INSTRUMENTS (Continued) 36. £l

(b) Financial risk management objective and (b) B
policies (Continued) (
Liquidity risk (Continued) [
Borrowings with a repayment on demand clause
is included in the “less than 1 year or on demand”
time band in the above maturity analysis. As at
31 December 2022, the aggregate undiscounted
principal amounts of these borrowings amounted to
RMB37,006,000 (2021: RMB42,162,000). Taking into
account the Group’s financial position, the directors
of the Company do not believe that it is probable that
the financial institutions will exercise their discretionary
rights to demand immediate repayment. The directors
of the Company believe that such borrowings will be
repaid in accordance with the scheduled repayment
dates set out in the loan agreements.

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities are
subject to change if changes in variable interest rates
differ to those estimates of interest rates determined at
the end of reporting period.

The directors of the Company consider that the
carrying amounts of financial assets and financial
liabilities recorded at amortised cost in the consolidated
financial statements approximate their fair value due to
their immediate or short-term maturities.
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37. RELATED PARTY TRANSACTIONS 7. BB ARS
Compensation of key management personnel FEEBEASZHMH
The remuneration of directors of the Company and other pooooooooouoooaon
members of key management during the year was as nooooon
follows:
2022 2021
—E-= ooooo
RMB’000 RMB’000
AR¥FT ooooo
Short-term benefits oooo 2,434 2,681
Post-employment benefits ooogoad 81 116
2,515 2,797
The remuneration of directors of the Company and key 0do0dbOdoOdoobodoobooa
executives is determined by the remuneration committee 0oo0o0ooo0ooDooooooooo
having regard to the performance of individuals and market ooo
trends.
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38. INFORMATION ABOUT THE 38. 54~
STATEMENT OF FINANCIAL POSITION '
OF THE COMPANY

2022

—=E-=
Notes RMB’000
oo AR® TR
Non-current assets ERBEE
Interests in subsidiaries ooooooono (@) 61,851
Current assets REEE
Bank balances and cash ooooooo 259
259
Current liabilities REAE
Accruals and other payables OO OO0OO0O0O0OO
oo 1,429
Amounts due to subsidiaries OO0 O O0O0O0O0O 3,061
4,490
Net current liabilities REBEETEE (4,231)

Total assets less current #EEERRBERE

liabilities 1 0507 St ;
Capital and Reserves EXRFEE
Share capital oo
Reserves oo
Total Equity A

* Represent amount less then RMB1,000
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38. INFORMATION ABOUT THE
STATEMENT OF FINANCIAL POSITION
OF THE COMPANY (Continued)

(a) Interests in subsidiaries

38. BB 1 B M A5 AR R MY B R

(%)

(@) RELBES

2022 2021

—E=-= goooo

RMB’000 RMB’000

AR#T T ooooo
Unlisted investment, at cost goooboooooo —* —*

Amount due from a subsidiary oooooooooooo

(note) 61,851 59,856
61,851 59,856

* Represent amount less than RMB1,000

Note: The amount due from a subsidiary is unsecured, interest-free
and repayable on demand. The directors of the Company do
not expect repayments from subsidiaries within next twelve
months from the end of the reporting period.

(b) Reserves of the Company

* Ooooooooi0000

pogoooooooOoooooooooo
goooooooooooooooao
oooooO0ooooooooooon

(b) AREEE

Share Accumulated
premium loss Total
B 63 3% 8 ESi - mst
RMB’000 RMB’000 RMB’000
oooon oooon ooooo
At 31 December 2020 gooogo
and 1 January 2021 gooooooo
oooooDoooo 89,439 (36,910) 52,529
Loss and total ooooooo
comprehensive oooao
expense for the year - (4,967) (4,967)
At 31 December 2021 ogoooood
and 1 January 2022 oooooooo
oo0oooDbDooo 89,439 (41,877) 47,562
Profit and total gopooooo
comprehensive income 0000
for the year - 1,113 1,113
At 31 December 2022 oooooo
ooooooo 89,439 (40,764) 48,675
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oooooon

39. PARTICULARS OF SUBSIDIARIES 39. Mt /&8 -
(a) General information of subsidiaries (a) F
place of
incorporation Issued and
and operation fully paid
and date of share capital/
Name of subsidiaries incorporation registered capital
SRR
EEHUT BRRAE
WEAR LR ALY H BE/ZHER
Directly held
EERE
Grace Kirin* BVI/Hong Kong
28 June 2018
oot oooooo
ooooo
oooooo
Indirectly held
BEREs
Sprocomm Intelligence (HK) Hong Kong
Limited? 27 August 2018
gooooooooo? oo
goooo
gooooo
Shenzhen Sprocomm?* PRC
16 September 2009
=
oooos oo 000 55556,0000
DO000 4
ooooo
Shanghai Sprocomm’™ PRC
24 November 2009
gooot oo
ooooo
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—

iy,

30. B AT 2 1E @

0

ooooo

0

o

0

39. PARTICULARS OF SUBSIDIARIES
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(Continued)
(@) General information of subsidiaries () MEBARIKN—RER (@)
(Continued)
place of
incorporation Issued and Equity interest and
and operation fully paid voting power
and date of share capital/ attributable Principal
Name of subsidiaries incorporation registered capital to the Company activity
B3
EEHER BRITRAR ENFEERE
WEAREH B AR BA/ZRESR BERRRE TEEH
2022 2021
—“E--% Q0000
Guizhou Sprocomm*™ PRC RMB5,000,000 100% 100%  Research and
8 June 2016 development of cloud
computing and related
technology
oooo* oo 000 5,000,0000 100% 100% 0000000000
ooooo
oooo
Chengdu Sprocomm™ PRC RMB15,000,000 100% 100%  Research and
2 August 2017 development of cloud
computing and related
technology
oooo# oo 000 15,000,0000 100% 66.67% 00000D0D0DOO
ooooo
oooo
HK Sprocomm? Hong Kong USD50,000 100% 100%  Trading of features
15 January 2016 phones and smart
phone
ooooe? oo 50,0000 O 100% 100% 000000000
ooooo oo
ooooo
Sprocomm Technologies India® India INR145,647 82.03% 82.03%  Customer service and
24 August 2016 technical support
Sprocomm Technologies India® oo 1456470000 82.03% 8203% 00O0O0O0OODD
ooooo
oooooo
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39. PARTICULARS OF SUBSIDIARIES 39. i -
(Continued) _;
(a) General information of subsidiaries

(Continued)
place of
incorporation Issued and
and operation fully paid
and date of share capital/
Name of subsidiaries incorporation registered capital
MBI R
EEBYR BRARME
WEARER SR RS K%/ ZHER
2022
—E-CE
Guizhou Mars* PRC RMB5,000000  100%
29 June 2016
oooo* 00 000 5,000,0000
goooo
oooooo
Liuzhou Sprocomm* PRC
(former known as “Liuzhou 1 September 2017 ‘
Spiking”) 1
0ooo#Boo oo 0 00 100,000,00
goooood ooooo :
oooo
Sprocomm Intelligence PRC
Technologies Limited™ 24 December 2019
Sprocomm Intelligence oo
Technologies Limited** ooooo

oooooon
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39. PARTICULARS OF SUBSIDIARIES

0

ooooooo

0

0o

L]/

30. B AT 2 1E @

(Continued)
(@) General information of subsidiaries (@) MELRN—RER @)
(Continued)
place of
incorporation Issued and Equity interest and
and operation fully paid voting power
and date of share capital/ attributable Principal
Name of subsidiaries incorporation registered capital to the Company activity
B R
BEBUR ERTRER KAREERE
WEARER AL A BA/EMER BERREE TEEH
2022 2021
—“E--% Q0000
Shenzhen Fengma New Energy PRC RMB 3,000,000 100% 100%  Research and
Technology Co., Ltd.® 1 December 2021 development of cloud
computing and related
technology
000oooooooooo® oo 000 3,000,0000 100% 100% 0000000000
ooooao
ooooao
Windhorse Technologies LLC"8 USA USD500,000 80% N/A  Trading of automobile
10 May 2022
Windhorse Technologies LLC™-® oo 500,0000 O 80% oo0 0000ooo
ooooao
oooo
Shanghai Hexiangron intelligent PRC RMB30,000,000 100% N/A  Research and
Building Technology 23 March 2022 development of cloud
Co., Ltd.* computing and related
technology
Shanghai Hexiangron intelligent 0o 00D 30,000,0000 100% oo 0000000000
Building Technology ooooo
Co., Ltd.* 0ooooo
Xiaohe Growth Shenzhen PRC RMB2,000,000 70% N/A  Trading of education
Technology Co., Ltd.* 25 May 2022 tools
Xiaohe Growth Shenzhen oo 000 2,000,0000 70% 000 (000000
Technology Co., Ltd.* ooooo
0ooooo
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39. PARTICULARS OF SUBSIDIARIES 39.

(Continued)

(a) General information of subsidiaries
(Continued)

*

The English name is for identification only.

Company with limited liabilities incorporated in British Virgin
Islands.

Company with limited liabilities incorporated in Hong Kong.

Wholly foreign owned enterprises established in the PRC.

Company with limited liabilities established in the PRC.

Company with limited liabilities incorporated in India.

The subsidiary was established during the year ended 31
December 2021.

Company with limited liabilities incorporated in the United States
of America.

The subsidiary was established during the year ended 31
December 2022.
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40. RECONCILIATION OF LIABILITIES
ARISING FROM FINANCING ACTIVITIES

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

flows as cash flows from financing activities.

4. REEBELE 2B EHR

gbobobobobobobobo
gbooobooooobobobbooo
gbobobobobobobobo
ooooooooooooboooooo
goooooooog

Borrowings Lease liabilities Total
EE HEEE st
(Note 26) (Note 16)
oonozen onooien
RMB’000 RMB’000 RMB’000
ooooo ooooo goooo
At 1 January 2021 ooopooooooo 53,518 6,653 60,171
Non-cash movements goooo
New lease arrangement gogooo - 27,389 27,389
Exchange realignment gooo (602) - (602)
Finance costs incurred (Note 8) 0o0o0oo0oWwooéo 5,247 1,221 6,468
Financing cash inflows ooooaoo 284,457 - 284,457
Financing cash outflows ogooooo (284,452) (14,975) (299,427)
At 31 December 2021 oooDoooooooooo 58,168 20,288 78,456
At 1 January 2022 ooopooooooo 58,168 20,288 78,456
Non-cash movements goooo
New lease arrangement gooodo - 304 304
Exchange realignment oooo 2,880 - 2,880
Early termination of lease gooooo - (5,590) (5,590)
Finance costs incurred (Note 8) 0o0o0oo0ooooo8en 17,347 914 18,261
Financing cash inflows oooooo 239,723 - 239,723
Financing cash outflows oooooo (266,295) (10,061) (276,356)
At 31 December 2022 00o000o0ooDooooo 51,823 5,855 57,678
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41. LITIGATIONS 41. F 7

During the year ended 31 December 2019, an independent
factoring company (the “Plaintiff”) filed a lawsuit at Beijing
Haidian District People’s Court (the “District Court”)
against Shenzhen Sprocomm and a customer of Shenzhen
Sprocomm owing the factored accounts receivable (the
“First Defendant”) for the repayment of the outstanding
accounts receivable under the factoring agreement.
Provision for litigation loss of approximately RMB1,766,000
was made during the year ended 31 December 2019 with
reference to legal opinion obtained and the then available
information.

In December 2020, Shenzhen Sprocomm has received
the judgement of the first trial from the District Court ruling
it to repay the factored loan amount at approximately
RMB26,805,000 and the relevant interest at approximately
RMB3,303,000.

The directors of the Company, with reference to the
updated legal opinion and the then available information,
had made further provision for loss on litigation of
approximately RMB327,000 during the year ended 31
December 2020. Accumulated provision for loss on
litigation of RMB2,093,000 (being the sum of the provision
for litigation loss in 2019 and 2020) was included in other
payables in the consolidated statement of financial position
as at 31 December 2020.

During the year ended 31 December 2021, Shenzhen
Sprocomm filed an appeal (the “Appeal”) to the First
Intermediate People’s Court of Beijing Municipality (the
“First Intermediate Court”) and received the judgement
of the second trial from the First Intermediate Court which
dismissed the Appeal and ruled that the District Court’s
decision remains effective. The judgement was executed
by the District Court on 30 August 2021 and subsequently,
Shenzhen Sprocomm paid an aggregate amounts of
RMB31,138,000 (which comprised of the principal,
interest and legal cost of approximately RMB26,805,000,
RMB4,019,000 and RMB314,000 respectively) to settle the
litigation claim.

0000000000000 OODoOoO
0000000 O0ME4EMOO0O000
D000 0DM#$EZEREOOODODD
0000DD0O0OO0O0OO0OO0OO0OOOD
000000000 O0OO0OO0O0O0OO0O0
IMFE—WEMODODO0ODOD0DO0DO0oO
0000000000000 OOOD
000000000 O0DO0OO0OO0OOOODn
000000000000 1,766,0000 O

ooooboobobooooooao
ooooboobooOoooooao
oO0obOO0ooooao2e805,00000
ooOO00oooaos30300000

H—=ll,

obobOobOobobobobon
ooooboboobOoooooao
obobOobOobOobOOoboooan
oo0O000O327,00000000
Oo0o0o0O00002z09300000000
gooooooboboooooooom
uboboboboobobobobodg
tdodooooooooooon

g
[
g
g

O00O00 U EERD ez
DDDDDODEEDUD OO0 A
O0DME—FAZEKRDOD OO OM L
ROOODODODOOODDODOODDOOO
0000D0ODOOO0BE00000
0o00o00o00O0ooogdooooo
Oo0o000oO00OoOoDoOoOoOoOoOo
O0O0O0DODO31,138,000000 O
J00000000O00O0oO0O0O0ooo
26,805,0000 O O 0 0 4,019,000 0 O
0D 314,0000 0000008000
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41. LITIGATIONS (Continued) 41. FF 70 (&)
The aforesaid litigation settlement of RMB31,138,000, net O0O0O0O0O0000aoOas1,138,00000
of the prior receipt in advance from the First Defendant of 0doDobOobOOdoboOobOobobooba
approximately RMB21,663,000 which Shenzhen Sprocomm gzlee3oooliboboooonoon
was legally entitled to offset against the litigation claim. 0o0o0oDoooboobooooooooo
Accumulated provision for loss on litigation in prior years 00O0DooOoogezoes0o00d0nodod
was approximately RMB2,093,000, additional amounted to doooooooooooooooad
RMB7,382,000 was recognised as loss on litigation included Opoogoov.38z20000000000000
in administrative and other expenses in the consolidated dobobOdobOdobOobOobobobo
statement of profit or loss and other comprehensive income 00dddoooadioend

during the year ended 31 December 2021 (Note 10).

In addition, pursuant to a deed of indemnity with the doooDooooooooooooad
Controlling shareholders signed on 18 October 2019, 0O00oDo0o0ooooDooooooooon
which entitled the Group to all claims including legal costs oo0o