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Corporate company name

Corporate name of
overseas company @

UK establishment
number
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2 Filling in this form
Please complete in typescript or in
bold black capitals.

All fields are mandatory unless
specified or indicated by *

©This is the name of the company in
its home state.

Part 2

Statement of details of parent law and other
information for an overseas company

Legislation

Please give the legisiation under which the accounts have been prepared and,
if applicable, the legislation under which the accounts have been audited.

@This means the relevant rules or
legislation which regulates the
preparation and, if applicable, the
audit of accounts.

Legislation @ lHong Kong Financial Reporting Standards
m Accounting principles
Accounts Have the accounts been prepared in accordance with a set of generally accepted |@ please insert the name of the

acceunting principles?
Please tick the appropriate box,
1 No. Go to Section A3.

Yes. Please enter the name of the organisation or other
body which issued those principles below, and then go to Section A3.

Name of organisation
or body ©

‘ Hong Kong Institute of Certified Public Accountants

appropriate accounting organisation
or body.

Accounts

Accounts

Have the accounts been audited? Please tick the appropriate box.
[] No. Goto Section A5.
Yes. Go to Section Ad.
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05/12 Version 5.0
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Statement of details of parent law and other information for an overseas company

m Audited accounts

Audited accounts Have the accounts been audited in accordance with a set of generally accepted
auditing standards?

Please tick the appropriate box.
[ ] No. Goto Part 3 “Signature'.

Yes. Please enter the name of the organisation or other body which issued
those standards below, and then go to Part 3 “Signature’.

Name of organisation |Hong Kong Institute of Certified Public Accountants
or body ©

O Please insert the name of the
appropriate accounting
organisation or body.

m Unaudited accounts

Unaudited accounts | is the company required to have its accounts audited?
Please tick the appropriate box.

] No.

[] Yes.
Part 3 Signature

| | am signing this form on behalf of the overseas company.
Signature Signature ~
W \D/
This form r;1ay be signéd by:
Director, Secretary, Permanent representative.
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05/12 Version 5.0
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Statement of details of parent law and other information for an overseas company

B Presenter information

n Important information

You do not have to give any contact information, but if
you do it will help Companies House if there is a query
on the form, The contact information you give will be
visible 1o searchers of the public record,

Contact name

tomeary @M. DEED SMITH LLP

Address

REF- CORPORATE SERVICES

THE BROADGATE TOWER

20 PRIMROSE STREET

[ Post town

LONDON

County/Region

e [efefzfa] [2]r]s

“m UNITED KINGDOM
K 1066 CITY

Telephone
Checklist

We may return forms completed incorrectly or
with information missing.

Please make sure you have remembered the

following:

O The company name and, if appropriate, the
registered number, match the information held on
the public Register.

O You have completed all sections of the form,

if appropriate.
O You have signed the form.

Please note that all this information will appear
on the public record.

E Where to send

You may return this form to any Companies
House address:

England and Wales:

The Registrar of Companies, Companies House,
Crown Way, Cardiff, Wales, CF14 3UZ.

DX 33050 Cardiff.

Scotland:

The Registrar of Companies, Companies House,
Fourth floor, Edinburgh Quay 2,

139 Fountainbridge, Edinburgh, Scotland, EH3 9FF,
DX ED235 Edinburgh 1

or LP - 4 Edinburgh 2 {Legal Post).

Northern Ireland:

The Registrar of Companies, Companies House,
Second Floor, The Linenhall, 32-38 Linenhall Street,
Belfast, Northern Ireland, BT2 8BG.

DX 481 N.R. Belfast 1.

ﬂ Further information

For further information, please see the guidance notes
on the website at www.companieshouse.gov.uk
or email enguiries@companieshouse.gov.uk

This form is available in an
alternative format. Please visit the
forms page on the website at
www.companieshouse.gov.uk

CHFPO10(FF})
05/12 Version 5.0
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TWS TECHNOLOGY LIMITED
PERBHRBHARALT

DIRECTOR’S REPORT

The director submits its report together with the audited financial statements of the TWS Technology
Limited (the “Company”) for the year ended 31 Decermber 2017.

Principal activities

The Company is engaged in investing holding, sales of rechargeable battery packs and provision of battery
design relating service during the year. The prineipal activities of its subsidiaries are shown in Note 12 to
the financial statements.

Results and appropriations
The results of the Company for the year are set out in the statement of comprehensive income on page 7.

The directors have declared an interim dividend of HK$22,527,600 per ordinary share, totalling
HK$22,527,600. The directors do not recorunend the payment of a final dividend for the year.

Donations

Charitable and other donations made by the Company during the year amounted to HK$1,567,400.
Share and debenture issued in the year

No shares or debentures were issued by the Company at any time during the year.

Equity-linked agreement

No equity-linked agreement were entered into by the Company at any time during the year or subsisted at
the end of the year.

Directors
The directors of the Company during the year and up to the date of this report are:

Mr. Leung Cheong Ming, Raymond
Mr. Gordon David Mackay (appointed on 29 May 2017 and resigned on tt January 2018)

Mr. Gordon David Mackay resigned on 11 January 2018 as director of the Company. He has confirmed that
he has no disagreement with the Board and nothing relating to the affairs of the Company needed to be
brought to the attention of the shareholder of the Company.

In aceordance with Article 22 of the Company’s Articles of Association, Mr. Leung Cheong Ming, Raymond
holds office for an unlimited period of time.

Directors’ material interests in transactions, arrangements and contracts that are
significant in relation to the Company’s business

Except for those transactions disclosed in Note 26 to the financial statements, no other transactions,
arrangements and contracts of significance in relation to the Company’s business to which the Company's
subsidiaries, its fellow subsidiaries or its holding companies was a party and in which a director of the
Company had a material interest, whether directly or indirectly, subsisted at the end of the year ov at any
time during the year,



TWS TECHNOLOGY LIMITED
ARB R IRA T

DIRECTOR’S REPORT (CONTINUED)

Directors’ interests in the underlying shares and debentures of the Company or any
specified undertaking of the Company

At no time during the year was the Company, its subsidiaries, its fellow subsidiaries or its holding
coinpanies a party to any arrangement to enable the directors of the Company to hold any interests in the
shares or debentures of, the Company or its specified undertaking.

Management coniracts

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

Business review

The Company is exempted from preparing a business review under Section 388(3) of the Hong Kong
Companies Ordinance (Cap. 622) as the Company is a wholly owned subsidiary of TWS Technology
{Guangzhou) Limited in the financial year.

Permiitted indemnity provisions

Puring the year and up to the date of this Director’s Report, there is a permitied indemnity provision being
in force for the benefit of any of the directors of the Company.

Auditor

Deloiite Touche Tohmatsu, resigned as the auditor of the Company and the directors appointed
PricewaterhouseCoopers to fiil casual vacancy.

The financial statements have been audited by PricewaterhouseCoopers, who retire and being eligible,

offer themselves for re-appointment.

On behalf of the Board

P

Leung Cheong Ming, Raymond

Director

Hong Kong, 1% A 72018
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBER OF TWS TECHNOLOGY LIMITED

A R RE IR A H !
{(incorporated in Hong Kong with limited lability)

Opinion
What we have audited

The financial statements of TWS Technology Limited (the “Company”) standing alone set out on
pages 7 10 46, which comprise:

« the statemnent of financial position as at 31 December 2017;

the statement of comprehensive income for the year then ended;

-

+ the statement of changes in equity for the year then ended;

e the statement of cash flows for the year thent ended; and

e the notes to the financial statements, which include a summary of significant accounting '
policies.

Cur opinion

In our opinion, the financial statements give a true and fair view of the financial position of the
Company standing alone as at 31 December 2017, and of its financial performance and its cash
flows for the year then ended in accordance with the applicable Hong Kong Financial Reporting
Standards ("HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA™) relevant to these financial statements and have been properly prepared in
compliance with 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 of the Company Standing Alone section
of our report.

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

Independence
We are independent of the Company in accordance with the HKICPA's Code of Ethics for

Professional Accountants (“the Code”), and we have fuifilled our other ethical responsibilities in
accordance with the Code.

—s-

PricetvaterhouseCoopers, zz/K Priuce’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwehk.com
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INDEPENDENT AUDITOR’S REPORT
TO THEMEMBER OF TWS TECHNOLOGY LIMITED

HREEAE A RAT

(incorporated in Hong Kong with limited liability)

Other Information

The sole director is responsible for the other information, The other information comprises the
information included in the director’s report, but does not include the financial statements and
our auditor’s report thereon.

Qur opinion on the 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 financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the 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 misstateiment of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Sole Director for the Financial Statements of the Company
Standing Alone

The sole divector is responsible for the preparation of the financial statements that give a true and
fair view in accordance with the applicable HKFRSs issued by the HKICPA relevant to these
financial statements and the Hong Kong Companies Ordinance, and for such internal control as
the sole director determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraund or error,

In preparing the financial stateinents, the sole director is 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 sole dirvector either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

The sole director is responsible for overseeing the Company’s financial reporting process.
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INPEPENDENT AUDITOR’S REPORT

TO THE MEMBER OF TWS TECHNOLOGY LIMITED
B SRR B A PR A

{incorporated in Hong Kong with limited Hability)

Auditor’s Responsibilities for the Audit of the Financial Statements of the Company
Standing Alone

Our obhiectives are Lo obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. We report our epinion solely to you, as a bady, in
accordance with Section 405 of the Hong Kong Companies Ordinance and for no other purpose,
We do not assume responsibility towards or aceept 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 financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgment and maintain

professional scepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the 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 deteeting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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

s Evaluate the appropriateness of accounting policics used and the reasonableness of
accounting estimates and related disclosures made by the sole director.

+ Conclude on the appropriateness of the director’s use of the going concern basis of acconnting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’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 financial statements or, if
such disclosures are inadequate, to modify our epinion. 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 Company to cease to continue as a going concern.

s Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in & manner that achieves fair presentation.
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INDEPENDENT AUDITOR’S REPORT
TG THE MEMBER OF TWS TECHNOLOGY LIMITED

WX BERREH R A
{incorporated in Hong Kong with limnited lability)

Auditor’s Responsibilities for the Audit of the Financial Statements of the Company
Standing Alone (Continued)

‘We communicate with the sole director 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.

?fwuoéé’“"* ’7“1-‘

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 15 gl 703



TWS TECHNOLOGY LIMITED

MR BN RAT

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

Revenue
Cost of sales

Gross profit

Qther income

Other (losses)/gains

Selling and distribution expenses
Administrative expenses

Operating income
Finance costs, net

Profit before income tax
Income tax expenses

Profit and total comprehensive income for the

year/period

Note

~] Ut

=)}

~~

10

2017
HK$

1,122,516,631
(1,002,414,263)

From i1
December 2015
(date of
incorporation)
fo 31
December
2016

HK$

Restated
(Note 2,2)

410,956,272
(360,112,260)

120,102,368 41,844,012
3 23,791
(1,015,673) 445,078
(38,524,828) (11,643,264)
(12,511,017) (8,065,067)
68,050,853 22,604,550
(5.527,305) {1,206,131)
62,523,548 21,398,419
(11,026,370} (4,425,355}
51,497,178 16,973,064

The notes on pages 12 to 46 are an integral part of these financial statements.

.7..



TWS TECHNOLOGY LIMITED
B SR PRA AT R A ]

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2017

ASSETS

Non-current asseis
Investments in subsidiaries
Investment in a joint venture
Deferred tax assets

Current assets
Inventories
Prepayments, trade and other receivables
Amount due from a director
Amount due from an intermediate holding company
amount due from the immediate holding company
Amounts due from fellow subsidiaries
Amount due from a subsidiary
Cash and cash equivalents

Total assets

EQUITY
Capital and reserves
Share capital
Retained earnings
Capital contribution by the immediate holding company

Total equity

Note

12
13
14

15
16
17
17
17
17
17
18

19

The notes on pages 12 to 46 are an inlegral part of these financial statements.

-8-

2017 2016

HK3 HK$
Restated
(Note 2.2)

145,631 -
320,032 -
465,663 -
17,659,347 4,666,209
199,122,104 85,745,139
- 1,747,411

- 51
174,965,553 75,761,306
19,539,232 120,833,766
- 24,601
20,060,166 q,477,526
431,946,347 308,226,099
432,412,030 308,226,009
1 1
45,942,642 16,973,064

852,712 .

46,795,355 16,973,065



TWS TECHNOLOGY LIMITED
SRR TR A

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2017

LIABILITIES

Current liabilities

Trade and other payables

Amount due to an intermediate holding company
Amount due to the immediate holding company
Amount due to a fellow subsidiary

Amounts due to subsidiaries

Bank borrowings

Income tax payable

Total liabilities

Total equity and liabilitics

Note

20
17
17
17
17
21

2017 2016

HK$ HK$

Restated

(Note 2.2)

127,360,176 63,409,134
8,966,258 -

156,835,230 116,328,364

- 44,313
7,680,250 -

68,972,084 107,045,868

15,774,757 4,425,355

385,616,655 291,253,034

432,412,010 308,226,009

The notes on pages 12 to 46 are an integral part of these financial statements.

The financial statements on page 7 to 46 were approved by the directoron 14 png 7018

™~

Mr. Leung Cheong Ming, Raymond
Director



TWS TECHNOLOGY LIMITED

NREEREHRAT

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

issue of share at date of
incorporation

Total comprehensive income

for the period

As at 31 December 2016, as
restated

As at1 January 2017

Total comprehensive income
for the year

Transaction with the owner:
Interim dividend (Note 11)

Contributions of equity nct of
transaction costs

As at 31 December 2017

Note:

Capital
Contribution of
the immediate

Share holding Retained
capital company carnings Total
HK$ HK$ HK$ HKS
(Note)
1 - - 1
- - 16r973:06‘4 16)973)064
f - 16,973,004 16,973,065
1 - 16,973,064 16,973,065
- - 51,497,178 54,497,178
- - {22,527,600) (22,527,600)
- 852,712 - 852,712
- 852,712 (22,527,600) (21,674,888)
1 852,712 45,942,642 46,795,355

Without increasing the shareholdings, the Company’s immediate holding company, TWS

Technology (Guangzhou) Limited, contributed Renminbi 720,678 {equivalent to 11K$852,712) to
the Company on 30 June 2017.

The notes on pages 12 to 46 are an integral part of these financial statements.

- 10 -



TWS TECHNOLOGY LIMITED
A S R B )

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2017

From 11
December 2015
(date of
incorporation)
to 31
December
Note 2017 2016
HK$ HK$
(Restated}
Operating activities
Net cash (used in)/gencrated from operations 22 (59,611,620) 28,786,397
Interest received 138,613 669
Interest paid (5.665,823) (930,481)
Net cash (used iun)/gencrated from operating activities {65,138,830) 27,856,585
Investing activities
Payment for acquisition of subsidiaries (149,950) -
Repayiment from/(advance to) a director 1,747,315 {1,747,315)
Repayment from an intermediate holding company 51 -
Advance to fellow subsidiaries (19,510,427) (122,469,699)
Repayment {rom subsidiaries 116,519,572 -
Advance to subsidiaries (4,256,067) (24,691)
Advance to a joint venture . (1,271,995)
Net cash generated from/{used in) investing activities 97,350,454 {125,513,700))
Financing activities
Capital injection from immediate holding company 852,712 -
Praceeds from bank borrowings 434,667,118 149,811,701
Repayments of bank borrewings (473,294,506) (42,733,776)
Advances from subsidiaries 7,058,913 -
Advance from a fellow subsidiary - 63,468
Advance from an intermediate holding company 8,066,258 -
Net cash (used in)/generated fron: financing activities (21,149,505) 107,141,393
Net increase in eash and cash equivalents 11,062,159 9,484,278
Cash and cash equivalents at beginning of the year 9,477,526 -
Effects of exchange rate changes on cash and cash
equivalents 120,421 (6,752)
Cash and cash equivalents at end of the year 20,660,106 9,477,526

‘The notes on pages 12 to 46 ate an integral part of these financial statements.
- 11 -
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TWS TECHNOLOGY LIMITED
PR IR A A

NOTES TO THE FINANCIAL STATEMENTS
General inforination

TWS Technology Limited (the “Company”) is a limited liability company incorporated in Hong
Kong. The address of its registered office and principal place of business of the Company is 20/F,
Alexandra House, 18 Chater Road, Central, Hong Kong. Its immediate holding company is TWS
Technology (Guangzhou) Limited (formerly known as “Leungs Communication & Eleetric
Products {(Guangzhou) Limited™), a limited company established in the People’s Republic of China
{the “PRC”). Its ultimate holding company is China Corporate Limited, a limited company
incorporated in British Virgin Islands (“BVI”) and the ultimate controlling party of the Company is
Mr. Leung Cheong Ming, Raymond.

The Company acts as ai investment holding company and is principally engaged in sales of
rechargeable battery packs and provision of hattery design relating service. The principal activities
of its subsidiaries are set out in Note 12 to the financial statements,

These financial statements are presented in Hong Kong doliars, unless otherwise stated.

Summary of significant accounting policies

"Ihe principal accounting policies applied in the presentation of these financial statements ave set
out below. These policies have been consistently applied to all the years presented, unless
otherwise stated.

Statement of compliance and basis of preparation

For the purposes of compliance with sections 379 and 380 of the Hong Kong Companies
Ordinance (Cap. 622), the financial statements of TWS Technology Limited have been prepared to
present a true and fair view of the financial position and financial performance of the Company
only. Consequently, the financial statements have been prepared in accordance with all applicable
Hong Kong Financial Reporting Standards (*“HKFRSs”, which term collectively includes Hong
Kong Accounting Standards (“HKASs") and Interpretations) issued by the Hong Kong Institute of
Certified Public Accountants, accounting principles generally accepted in Hong Kong and the
requirements of the Hong Kong Companies Ordinance (Cap. 622) that are relevant to the
preparation of company level financial statements by an intermediate parent company.

The Company is a wholly owned subsidiary of TWS Technology {Guangzhou) Limited and it has
satisfied the exemption requirement sets out in section 370(3)(a) of the Hong Kong Companies
Ordinance (Cap. 622) and therefore it is not required to prepare consolidated financial statements,

Given the above, the financial statements are not prepared for the purpose of compliance with
HKFRS 10 “Consolidated financial statements” {(“HKFRS 16”) so far as the preparation of
consolidated financial statements is concerned. As a consequence, the financial statements do not
give all the information required by HKFRS 10 about the economic activities of the Group of which
the Company is the parent. Furthermore, as these financial statements are prepared in respect of
the Company only, disclosures required by HKFRS 12 “Disclosures of Interests in Other Entities”
have not been made,

The financial statements have been prepared under the historical cost conversion,

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

-12..



(b}

TWS TECHNOLOGY LIMITED
WX ERPHARAH

NOTES TO THE FINANCIAL STATEMENTS

Surmmary of significant accounting policies (Continued)

Statement of compliance and basis of preparation (Continued)
Amendments to existing standards effective in financial year beginning 1 January 20ty

The following amendment to standards are mandatory for accounting periods beginning on or
after 1 January 2017.

HKAS 7 (Amendments) Statement of Cash Flows: Disclosure Initiative
HKAS 12 {Amendments) Income Taxes
Annual improvement project Disclosure of Interest in other entities

{HKFRS 12 {Amendments))
The adoption of these amended standards does not have any significant impact to the results and
financial position of the Coinpany except for the HKAS 7 (amendments) which requires disclosure
of changes in liabilities arising from financing activities, see Note 22(c) for details.

New and amended standards and interpretations

New standards and amendments to existing standards and interpretations have been issued but
are not effective for the finaneial year beginning 1 January 2017 and have not been early adepted

Effective for

accounting periods
beginning on or
after
Annual improvements Annnal Improvements 2014-2016 Cycle iJanuary 2018
project
Annual improvements Annual ITmprovements to HKFRS 1January 2019
project 2015-2017 Cycle
HKAS 19 (Amendments) Employee Benefits 1 January 2019
HEKAS 28 (Amendments) Investiments in Associates and Joint i January 2019
Ventures
HKAS 40 (Amendments) Transfers of Investment Property 1January 2018
HKFRS 2 (Amendments} Classificatiott and Measurement of t January 2018
Share-based Payment Transactions
HKFRS 4 {(Amendinents) Applying HKFRS 9 Financial 1January 2018
Instruments with HKFRS 4 Insurance
Contracts
HKFRS 9 Financial Instruments 1January 2018
HKFRS 10 and HKAS 18 Sale or Contribution of Assets between To be determined
(Amendments) an Investor and its Associate or Joint
Venture
HKFRS i5 Revenue from Contracts with Customers 1 January 2018
HKFRS 16 {eases 1 January 2019
HKFRS 17 Insurance Contracts 1 January 2021
HKFRIC - Int 22 Foreign Currency Transactions and 1January 2018
Advance Consideration
HKFRIC -~ Int 23 Uncertainty aver Income Tax 1 January 2019

Treatments

The Company has commenced an assessment of the impact of these new standards and
amendments to existing standards and interpretations. Except as discussed helow, the Company is
not yet in a position to state whether they wonld have a significant impact on its results of
operations and financial position

-13 -



TWS TECHNOLOGY LIMITED
AR AT IR A H

NOTES TO THE FINANCIAL STATEMENTS

Summary of significant accounting policies (Continued)

Statement of campliance and basis of preparation (Continued)

New and amended standards and interpretations (Continued}

(i)

HXFRS 9, “Financial Instruments”

Nature of change

HKFRS g addresses the classification, measurement and derecognition of financial assets
and financial liabilities, introduces new rules for hedge accounting and a new impajrment
maodel for financial assets.

Impact

The Company has reviewed its financial assets and liabilities and the financial assets held
by the Company and noted that the Company does not include any equity instruments
currently classified as available-for-sale financial assets for which a fair value through
other comprehensive income ("FVOCI”) election is available. Accordingly, the Company
does not expect the new guidance to affect the classification and measurement of the
Company'’s financial assets.

There will be no impact on the Company’s accounting for financial liabilities, as the new
requirements only affect the accounting for financial liabilities that are designated at fair
value through profit or loss and the Company does not have any such liabilities. The
derecognition rules have been transferred from HKAS 3¢ Financial Instruments:
Recognition and Measurement and have not been changed.

The Company does not apply any hedge accounting, therefore the management expects no
financial impact regarding the new hedge accounting rules.

The new impairment model requires the recognition of impairment provisions based on
expected credit losses (“ECL") rather than only incuired credit losses as is the case under
HKAS 39. It applies to financial assets classified at amortised cost, debt instruments
measured at FVOCI, contract assets under HKFRS 15 Revenue from Contracts with
Customers, lease receivables, Joan commitments and certain financial guarantee contracts.
While the Company has not yet undertaken a detailed assessment of how its impairment
provisions would be affected by the new model, it may result in an earlier recognition of
credit losses.

The new standard also introduces expanded disclosure requirements and changes in
presentation. These are expected to change the nature and extent of the Company’s
disclosures about its finaneial instruments particularly in the year of the adoption of the
new standard.

Date of adoption by the Company
HKFRS 9 must be applied for financial years commencing on or after 1 January 2018. The

Company will apply the new rules retrospectively from 1 January 2018, with the practical
expedients permitted under the standard. Comparatives for 2018 will not be restated,
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NOTES TO THE FINANCIAL STATEMENTS

Suwmmary of significant accounting policies (Continued)

Statement of compliance and hasis of preparation {Continued)

New and amended standards and interpretations (Continued)

(ii)

(iii)

HKFRS 15, “Revenue from contracts with Customers” (Continued)

Nature of change

“This standard replaces HKAS 18 which covers contracts for goods and services and HKAS
11 which covers construction contracts. The new standard is based en the prineiple that
revenue is recognised when control of a good or service transfers to a customer. The
standard permits either a full retrospective or a modified retrospective approach for the
adoption.

Impact

Management is currently assessing the effects of applying the new standard on the
Campany's financial statements and has identified the following areas that are likely to be
affected:

* revenue from sales of goods — the application of HKFRS 15 may result in the
identification of separate performance obligation which could affect the timing of
the recognition of revenue;

e accounting for certain costs incurred in fulfilling a contract — eertain costs which
are currently expensed may need to be recognised as an asset under HKFRS 15;
and

» rights of return — HKTFRS 15 requires separale presentation on the statement of
financial position of the right to recover the goods from the customer and the
refund obligation.

The Company jis assessing the impact of this standard by analysing the above criteria
regarding the revenue recognition and currently has not identified any material impact to
the Company.

Date of adoption by Compary

HXFRS 15 is mandatory for financial years commencing on or after 1 Jannary 2018, The
Company intends to adopt the standards using the modified retrospective approach, which
means the cumulative impact of the adoption will be recognised in retained earnings as at
1 January 2018 and the comparatives will not be restated.

HKFRS 16, "Leases”

Nature of change

HKFRS 16 will result in almost all leases being recognised on the statement of financial
position, as the distinction between operating and finance leases is removed. Under the
new standard, an asset (the right to use the leased item) and a financial Hability to pay

rentals are recognised. The only exceptions are short-term and low-value leases.

The accounting for lessors will not significantly change.

..15-.
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NOTES TO THE FINANCIAL STATEMENTS

Summary of significant accounting policies (Continued)

Statement of compliance and basis of preparation (Continued)

New and amended standards and interpretations (Continued)

{iii)

HKFRS 16, “Leases”

Impact

The standard will affect primarily the accounting for the Company’s operating leases. As at
the reporting date, the Company has non-cancellable operating iease commitments of
HK$532,184 as stated in Note 23. The Cotnpaay is still in process of assessing the impact,
if any, because of the change in definition of the lease term and the different treatment of
variable lease payments and of extension and termination options. It is therefore not yet
possible to estimate the amount of right-of-use assets and lease liabilities that will have to
be recognised on adoption of the new standard and how this may affect the Company’s
profit or loss and classification of cash flows going forward.

Date of adoption by the Company

The new standard is mandatory for financial years commencing cn or after 1 January 2019.
At this stage, the Company does not intend to adopt the standard before its effective date.
The Company intends to apply the simplified transition approach and will not restate
comparative amounts for the yeay prior to first adoption.
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NOTES TO THE FINANCIAL STATEMENTS

Summary of significant accounting policies (Continued)

Restatement due to correction of prior year’s errors

In preparing these financial statements, the director of the Company has identified certain priox
year's accounting error (“PYA”} that have material impact on the statement of financial position
and other explanatory notes. The PYA have been reflected by adjusting the opening balances of
relevant assets and applied to prior years’ financial staterents presented.

A detailed description of the nature of each PYA is provided in Notes 2.2(a) to 2.2{j) below. The
amounts of the PYA for each financial statement line item affected are presented in the tables in
Notes 2.2(k) and 2.2(1) below.

(a)

Investment in a subsidiary

As at 31 December 2016, the Company had a capital commitment for injection in a company
incorporated in the United States of America but it was mistakenly recognised as an
investment in a subsidiary, The said investment was derecognised and resulted in a decrease in
the Company’s investment in the subsidiary and a corresponding decrease in the amount due
to a subsidiary by HK$3,900,000.

(b} Year end translation differences

{c}

(d)

(e

As at 31 December 2016, the Company did not apply the appropriate closing rate for the
financial assets and liabilities presented in the statement of financial position in accordance
with HKAS 21 - The Effects of Changes in Foreign Exchange Rates. The correction to account
for the appropriate exchange rate for the respective financial assets and Habilities resulted in
an increase in the Coimnpany’s other (Josses)/gains by HK$99,284.

Transiation differences for the transactions incurred during the year

During the period from 11 December 2015 (date of incorporation) to 31 December 2016, the
Company did not apply the appropriate spot rate for the sales and purchase transactions
recognised during the year iu accordance with HKAS 21 — The Effects of Chauges in Foreign
Exchange Rates. The correction to account for the appropriate exchange rate for the
transactions resulted in a decrease in the Company’s other (losses)/gains by HK$148,605.

Bank account and the respective bank charges

As at 31 December 2016, the Company mistakenly accounied for bank balance held in the
name of a subsidiary as cash and cash equivalents. The correction to derecognise the cash and
cash equivalents and the related bank charges previously recognised resulted in an increase in
the amounts due from subsidiaries of HK$24,924 and a decrease in the Company’s finance
costs by HK$431.

Finance income and finance costs

During the period from i1 December 2015 (date of incorporation) to 31 December 2016, the
Company under-provided interest income from certain related parties and under-provided
inferest expenses on certain bank borrowings. The corvection to adjust the respective
under-provisian resulted in (i) an increase in the Company’s finance costs, net by HK$1,839;
(ii) an increase in the Company’s balances due from the related parties by HK$330; and (iii} an
increase the Company’s other payables by HK$2,169,
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NOTES TO THE FINANCIAL STATEMENTS

Summary of significant accounting policies (Continued)

Restatement due 1o correction of prior year’s errors

6

(@

(h)

)

0)

Sales and purchases cut-off adjustments

During the period from 11 Decemnber 2015 (date of incorporation) to 31 December 2016, the
Company did not recognise a sales and purchase transaction in the correct accounting period
in accordance with HKAS 18 — Revenue, The correction to adjust the cut-off error resulted in a
decrease in the Company's profit and total comprehensive income for the year by HK$132,098.
Details of the adjustments to sales and purchases are shown in Note 2.2(k).

Provision for impairment of amount due from a joint venture

As at 31 December 2016, the Company did not recognise a provision for impairment of an
amount due from a joint venture in accordance with HKAS 36 — Impairment of Assets. The
correction to recognise the impairment resulted in a decrease in the amount due from a joint
venture and a corresponding increase in the administrative expenses by HK$3,861,912,

Payment on behalf of a director

During the period from i1 December 2015 {date of incorporation) to 31 December 2016, the
Company mistakenly accounted for a payment made on behalf of a director as administrative
expense of the Company. The correction to adjust this error resulted in a decrease in the
adminisirative expenses and a corresponding decrease in the amount due t{o a director by

HK$117,000 .
Incoime tax

The Company has incorrectly computed the income tax expense during the period from 11
December 2015 {date of incorporation) to 31 December 2016. The correction in accordance
with HKAS 12 ~ Income Taxes resulted in a decrease in the Company's income tax payable and
incorme tax expenses by HK$18,299.

Other reclassification adjustments

As at and during the period from 11 December 2015 (date of incorporation) to 31 December
2016, certain financial statement line items were not appropriately classified in accordance
with HKAS 1 (Revised) ~ Presentation of Financial Statements. The correction to reclassify
these financial statement line items does not result in any change in the profit, total
comprehensive income and total equity of the Company.
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2.6

2.8

TWS TECHNOLOGY LIMITED
YIREEER DA RAR

NOTES TO THE FINANCIAL STATEMENTS
Summary of significant accounting policies (Continued)

Impairment of investiments in subsidiaries, joint arrangements and non-financial
assets (Continued)

Impairment testing of the investments in subsidiaries is required upon receiving a dividend from
these investments if the dividend exceeds the total comprehensive income of the subsidiaries in the
period the dividend is declared or if the carying amount of the investments in the financial
statements exceeds the carrying amount of the investee’s net assets in its financial statements,

Financial assets
2.7.1  Classification

The Company classifies its financial assets as loans and receivables. The classification
depends on the purpose for which the financial assets were acquired. Management
determine the classification of its financial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They are included in current assets,
except for maturities greater than 12 months after the statement of financial position date.
These are classified as non-current assets. The Company’s loans and receivables comprise

“trade receivables and other receivables”, “amount due from a director”, “amount due

from an intermediate holding company”, “amount due from immediate holding company”,
» o«

*amounts due from fellow subsidiaries”, “amount due from a subsidiary”, and “cash and
cash equivalents” in the statement of financial position (Notes 2.10 and 2.11).

2.7.2  Recognition and measurement

Regular way purchases and sales of financial assets are recognised on the trade-date - the
date on which the Company commits to purchase or sell the asset. Financial assets are
derecognised when the rights to receive cash flows from the investments have expired or
have been transferred and the Company has transferred substantially all risks and rewards
of ownership. Loans and receivables ave carried at amortised cost using the effective
interest inethod.

Impairment of financial assets

The Company assesses at the end of each reporting period whether there is objective evidence that
a financial asset or group of financial assets is impaired. A finaneial asset or a group of financial
assets is impaired and impairinent losses are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial recognition of the asset
{a "loss event”) and that loss event (or events) has an impact on the estimated future cash flows of
the financial asset or group of financial assets that can be reliably estimated,
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TWS TECHNOLOGGY LIMITED
SR A A

NOTES TO THE FINANCIAL STATEMENTS

Summary of significant accounting policies (Continued)
Investments in subsidiaries

A subsidiary is an entity {including a structured entity) over which the Company has control. The
Company controls an entity when the Company is exposed to, or has rights to, variable returns
from its involvement with the entity and has the ability to affect those returns through its power
over the entity.

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

Investments in joint arrangements

Under HKFRS 11 Joint Arrangements, investments in joint arrangements are classified as either
joint operations or joint ventures. The classification depends on the contractual rights and
obligations of each investor, rather than the legal structure of the joint arrangement.

Investments in joint arrangements are stated at cost less provision for impairment losses. Cost
includes direct attributable costs of investinent. The results of joint arrangements are accounted
for by the Company on the basis of dividend received and receivable.

Foreign currency transiation
{a) Functional and presentation currency

Items included in the financial statements of the Company are measured using the
currency of the primary economic environment in which the Company operates (the
“functional currency”). The financial statements ave presented in Hong Kong dollars,
which is the Company’s functional and presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions or valuation where items are
remeasured. Foreign exchange gains and losses resulting from the scttlement of such
transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in the statement of
comprehensive income,

Impairment of investments in subsidiaries, joint arrangements and non-financial
assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Asscts are reviewed for impairment whenever events or changes in circumstances
indieate that the carrying amount may not be recoverable. An impairment loss is recognised for
the amount by which the asset’s canrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair valne less costs to sell and value in use. For the purposes of
assessing impairment, assets ave grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units), Non-financial assets other than goodwill that
suffered impairment are reviewed for possible reversal of the immpairment at each reporting date,
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NOTES TO THE FINANCIAL STATEMENTS

Summary of significant accounting policies (Continued)

2.14 Bormowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings arve
subsequently stated at amortised cost; any difference between the proceeds (net of transaction
costs} and the redemption value is recognised in the statement of comprehensive income over the
period of the borrowings using the effective interest method.

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

2.15 Current and deferrved income tax

Tax is recognised in the statement of comprehensive income, except to the extent that it relates to
items recognised in other comprehensive income or directly in equity.

{a)

(b}

Current incoine tax

The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at the statement of financial position date in the countries where the
Company operates and generates taxable income. Management periodically evaluates
positions taken in tax returns with respect to situations in which applicable tax regulation
is subject to interpretation. It establishes provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities,

Deferred income tax

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

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

2.16 Employee benefits

(a}

Pension obligations

The Company participates in general defined contribution pension schemes, A defined
contribution plan is a pension plan under which the Company pays fixed contributions
into a separate entity. The Company has no legal or constructive obligations to pay further
contributions if the fund does not hold sufficient assets to pay all employees the benefits
relating to employee service in the current and prior periods,

The Company pays contributions to publicly or privatcly administered pension insurance
plans on a mandatory, contractual or veluntary basis. The Company has no further
payment obligations once the contributions have been paid. The contributions are
recognised as employee henefit expense when they are due. Prepaid contributions are
recognised as an asset to the extent that a cash refund or a reduction in the future
payments is available,
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2.13
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NOTES TO THE FINANCIAL STATEMENTS

Summary of significant accounting policies (Continued)
Impairment of financial assets {(Continued)

Assets carried at amortised cost

For loans and receivables, the amount of the loss is measiired as the difference between the asset’s
carrying amount and the present valne of estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the financial asset’s original effective interest
rate, The carrying amount of the asset is reduced and the amount of the loss is recognised in
statement of comprehensive income. If a loan or held-to-maturity investment has a variable
interest rate, the discount rate for measuring any impairment loss is the current effective interest
rate determined under the contract. As a practical expedient, the Company may measure
impairment on the basis of an instrument’s fair value using an observable iarket price.

Inventories

Inventories are stated at the lower of cost and net realisable value, Cost is determined using the
weighted average method. Net reatisable value is the estitnated selling price in the ordinary course
of business, less applicable variable selling expenses.

Trade and other receivables

Trade receivables are amounts due from customers for merchandise sold or services performed in
the ordinary course of business. I collection of trade and other receivables is expected in one year

or Jess (or in the normal operating cycle of the business if longer), they are classified as current
assets. If not, they are presented as non-current assets.

Trade and other recejvables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks with original
maturity of three months or less.

Share capital

Ordinary shares are classified as equity.

Trade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers, Trade and other payables are ciassified as current liabilities if
payment is due within one year or less (or in the normal operating cycle of the business if lenger),

If not, they are presented as non-current liabilities,

Trade payables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method.
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NOTES 1O THE FINANCIAL STATEMENTS

Financial risk management

Financial risk factors

The Company’s activities exposc it to a variety of financial risks: market risk (including foreign
exchange risk and cash flow interest rate risk), credit risk and liquidity risk. The Company’s
overall risk management programme focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the Company’s financial performance.

{a) Market risk

G)

Gd

Foreign exchange risk

The Company is exposed to foreign exchange risk primarily through sales and
purchases trahsactions that are denominated in a currency other than the
functional currency of the Company. The Company considers its foreign currency
exposure mainly arises from the exposure of Renminbi and Enro against Hong
Kong dollar. As Hong Kong dollar is pegged to United States doliar, the Company
believes the exposure of transactions denominated in United States dollar which
are entered into by the Company with a functional eurrency of Hong Kong dallar
to be insignificant.

To manage the foreign exchange risk arising from future comnercial transactions
and recognised assets and liabilities, the Company miitigates this risk by
maintaining Hong Kong dollars and United States dollars bank accounts which
are used by the Company to pay for the transactions denominated in these
currencies.

As all of the Company’s boirowings are denominated in Hong Kong dollar or
United States dollar, the management does not expect that there will be any
significant foreign exchange risk associated with the Company’s borrowings.

At 31st December, 2017, if Renminbi had strengthened fweakened by 5% (2016:
5%) against Hong Kong dollar with all other variables held constant, post-tax
profit for the year would have been approximately HK$940,444 lower/higher
(2016: HK$210) mainly as a result of foreign exchange losses/gains on translation
of trade and other payable denominated in Renminbi of the Company.

At 31st December, 2017, if Buro had strengthencd/weakened by 5% (2016: 5%)
against Hong Kong dollar with all other variables held constant, post-tax profit for
the year would have been approximately HK$ 436,624 higher/lower (2016:
HK$124,677) mainly as a resuit of foreign exchange gains/losses on transiation of
trade and other receivables denominated in Enro of the Company.

Cash flow interest rate risk

As the Company has no significant interest-bearing assets except for the cash at
bank and amounts due from certain related parties, the Company’s income and
operating cash flows are substantially independent of changes in market interest
rates.
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NOTES TO THE FINANCIAL STATEMENTS

Summary of significant accounting policies (Continued)

Employee benefits (Continued)

(b) Profit-sharing and bonus plans
Provisions for profit-sharing and bonus plans due wholly within twelve months after
statement of {inancial position date are recognised when the Company has a present egal

or constructive obligation as a result of services rendered by employees and a reliable
estimate of the obligation can be made.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a
result of past events; it is prabable that an outflow of resources will be required to settle the
obligation; and the amount has been reliably estimated.

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods
and services in the ordinary course of the Commpany’s activities. Revenue is shown net of returns,
rebates and discounts,

The Company recognises revenue when the amount of revenue can be rejiably measnred, it is
probable that future economic benefits will flow to the entity and specific criteria have been met for
each of the Company’s activities as described below. The amount of revenue is not considered to
be reliably measurable until all contingencies relating to the sale have been resolved. The
Company bases its estimates on historical results, taking into consideration the type of customer,
the type of transaction and the specifics of each arrangement,

Revenue is recognised as follows:

Sales of goods

Sales of goods are recognised when the Company has delivered products to the customers; the
customer have accepted the products and collectability of the related receivables is reasonably

assured.

Revenue from services

Revenue from services is recognised in the accounting period in which the services are rendered.

Leases

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

Irividend distribution
Dividend distribution to the Company’s shareholders is recognised as a liability in the Company’s

financial statements in the period in which the dividends are approved by the Company’s
shareholders.
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NOTES TO THE FINANCIAL STATEMENTS

Financial risk management (Continued)

Financial risk factors (Continued)

(c)

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and the availability
of funding through an adequate amount of available credit facilitics. The director aim to
maintain flexibility in funding by keeping credit lines available.

Management monitors rolling forecasts of the Company’s Hquidity reserve which
comprises uirdrawn borrowing facility, trade receivables, balances with group companies
and cash and cash equivalents on the basis of expected eash flow. The amounts of these
financial assets are set out in the statement of financial position .

The table below analyses the Company's non-derivative financial liabilities into relevant
wiaturity groupings based on the remaining period at the statement of financial position to
the contractual maturily dale. The amounts disclosed in the table ave the contractual
undiscounted cash flows. Balances due within 12 months equoal their cairying balances, as
the impact of discounting is not significant.

On demand or
with no fixed

repayment terms Less than 1 year Total
[IKS 1IKS HKS
At 31 December 2017
Trade and other payables - 119,669,560 114,669,560
Amount due to an intermediate
holding company 8,066,258 - 8,966,258
Amoeunt due to immediate holding
company 156,835,230 - 156,835,230
Amounts due to subsidiaries 7,680,250 - 7,680,250
Bank botrowings - 68,972,098/ 68,972,684
173,481,738 188,642,544 362,124,282
On demand or
with no fixed
repaymicnt terms Less than 1 year Total
1IK% HKs HK$
At 31 December 2016 (Restated)
Trade and other payables - 033,131,811 614,131,811
Amount due to inunediate holding
company 116,328,364 - 116,328,364
Amount due to a fellow subsidiary 44,313 44,313
Bank borrowings - 107,428,145 107,428,345
116,372,677 170,560,156 286,932,833

_2()_
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NOTES TO THE FINANCIAL STATEMENTS

Financial risk management (Continued)

Financial risk factors (Continned)

(a)

(b)

Market risk (Continued)
(ii) Cash flow interest rate risk {Continued)

The Company’s interest rate risk mainly arises from bank borrowings. The
Company is exposed to cash flow interest rate risk in relation to variable-rate bank
borrowings, The Company’s cash flow interest rate risk is mainly concentrated on
the fluctuation of London Interbank Offered Rate ("LIBOR”) and Hong Kong
Interbank Offered Rate (“HIBOR™) arising from the Company’s bank borrowings.

At 31 December 2017, if interest rate on bank borrowing had been 10 basis points
higher/lower with all other variables held constant, post-tax profit for the year
would have been approximately HK$58,000 (2016:HK$89,000) lower/higher,
mainly as a result of higher/lower interest expenses on floating rate borrowings.

Credit risk

Credit risk of the Company mainly arises from cash and cash equivalents as well as credit
exposures to customers such as trade and other receivables and amounts due from a
director and group companies. The credit risk on cash and cash equivalents is limited
because the Company mainly places the deposits in banks with high credit rating and
management does not expect any losses from non-performance by banks.

Debtors of the Company may be affected by the unfavourable economic conditions and the
lower liquidity situation which could in turn impact their ability to repay the amounts
owed. Deteriorating operating conditions for debtors may also have an impact on
management’s cash flow forecasts and assessinent of the iinpairment of receivables. To
the extent that information is avajlable, management has properly reflected revised
estimates of expected future cash flows in their impairment assessments.

The Company has put in place policies to ensure that sales of products are made to
customers with an appropriate credit history and the Company performs periodic credit
evaluations of its customers. The Company usually requires customers to settle the
balances with normal credit terms of 30 to 9o days. As at 31 December 2017, there were
six (2016: five) customers with outstanding balance exceeding 5% of the Company’s trade
receivables, and the aggregate balance from these customers accounted for approximately
67% {2016: 72%) of the Company’s trade receivables. Other than these customers, there
was no other significant concentration of credit risk in respect to trade receivables.
Management considers that the credit risk in respect of these customers is minimal after
considering the financial position and past experience with these customers. The
Company’s historical experience in collection of trade and other receivables falls within the
recorded allowances and the directors are of the opinion that adequate provision for
uncollectible accounts receivable has been made.

Management considers the credit risk on amounts due from group companies is minimal
after considering the financial conditions of these entitics. Management has performed
assessment over the recoverability of these balances and management does not expect any
losses from non-performance by these companies.
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NOTES TO THE FINANCIAL STATEMENTS

Critical accounting estimates and judgements (Continued)

(c)

Income taxes and deferred income tax

Significant judgement is required in determining the provision for income taxes. There
are many transactions and calculations for which the ultimate tax determination is
uncertain during the ordinary course of business, The Company recognises liabilities for
anticipated tax audil issnes based on estimates of whether additional taxes will be required,
Where the final tax outcome of these matters is different from the amounts that were
inilially recorded, such differences wiil impact the income tax and deferred income tax
provisions in the period in which such determination is made,

Deferred income tax assets relating to certain temporary differences and tax losses are
recognised when management considers it is likely that future taxable profits will be
available against which the temporary differences or tax losses can be utilised, When the
expectations are different from the original estimates, such differences will impact the
recognition of deferred income tax assets and income tax charges in the period in which
such estimates have been changed.

Revenue

An analysis of the Company’s revemie for the year is as follows:

From 11
December 2015
(date of
incorporation)
to 31 December

Sales of products

- battery related materials

- rechargeable battery packs
Service fee

Other (losses)/gains

Exchange (losscs)/gains

431-1

2017
HK$

396,501,195
715,564,830
10,450,606

2016
HK$
(Restated)

201,825,126
203,855,554
5,275,592

1,122,516,631

410,956,272

2017
HK3%

(1,015,673)

From 11
December 2015
(date of
incorporation)

to 31 December

2016
HKS$
(Restated)

445,078
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NOTES TO THE FINANCIAL STATEMENTS
Financial risk management (Continued)
Capital risk management

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

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

Fair value estimation

The carrying amount of the Company's financial assets, including trade and other receivables,
amount due from a director, amounts due from an intermediate holding company, an immediate
holding company, fellow subsidiaries and a subsidiary, and cash and cash equivalents and financial
liabilities, including trade and other payables, amounts due to an intermediate holding company,
an jmmediate holding company, fellow subsidiaries and subsidiaries, and bank borrowings,
respectively, approximate their fair values due to their short-terim maturities.

Offsetting financial assets and financial liabilities

No financial asset and financial kiability is subject to offsetting under an enforceable master netting
arrangement or similar arrangement as at 31 December 2017 and 2016,

Critical accounting estimates and judgements

Estimates and judgements used in preparing the financial statements are continnally evaluated
and are based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the ciccumstances,

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

(a) Estimated provision for inventories

Inventories are written-down te net realisable value based on an assessment of the
realisability of imventories. Write-downs on inventories are recorded where events or
changes in circumstances indicate that the balances may not be realised. The identification
of write-downs requires the use of judgement and estimates. Where the expectation is
different from the original estimate, such difference will impact the carrying value of
inventories and write-downs of inventories in the periods in which such estimate has been
changed.

(b) Estimated impairment of receivables

The Company makes provision for impairment of receivables based on an assessment of
the recoverability of the receivables. Provisions are applied o receivables where events or
changes in circumstances indicate that the balances may not be collectible. The
identification of impairment of receivables requires the use of judgement and estimates.
Where the expectations are different from the original estimates, such differences will
impact the carrying value of receivables and loss for the impairment of receivable is
recognised i the years in which such estimates have been changed.
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NOTES TO THE FINANCIAL STATEMENTS
Finance costs, net

Finance income:
Interest income on amounts due from related parties
Interest income on bank deposits

Finance cosls:
Interest expenses on bank borrowings

Finance costs - net

Income tax expenses

From 11

December 2015

(date of

incorporation)

to 31 December

2017 2010

HK$ HK$
{Restated)

130,379 332
8,139 669
138,518 1,000
(5,665,823) (1,207,131)
(5,527,305) {1,206,131)

Hong Kong profits tax has been provided at the rate of 16.5% (2016: 16.5%) on the estimated

assessable profit for the year.

The amount of income tax charged to the statement of comprehensive income represents:

Current income tax
- Hong Kong profits tax
Deferred income tax (Note 14)

_33n

From 1t
December 2015
{date of
incorporation)
to 31 December
2017 2016
HBK$ HK$
(Restated)
11,346,402 4,425,355
(320,032) .
11,026,370 4,425,355
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NOTES TO THE FINANCIAL STATEMENTS

Expenses by nature

Cost of inventorics

Provision for impairment losses on trade receivables

Provision for inventory obsolescence

Provision for inpairment of investment in a joint venture
Provision for impairment of investments in subsidiaries
Provision for impairment of amount due from a joint
veiture

Provision for impairment of amount due from a subsidiary

Write-off of inventorics

Anditor’s remmneration (Note)

Employee benefit expense (Note 8)

Management fee expense

Transportation and freight charges

Other expenses

2017
HKS$

1,002,414,263
108,658
1,830,933

394,319

3,908,617
45,570
150,000
9,037,069
22,687,822
6,311,184
6,561,673

1,053,450,108

Irom 11
December 2015
{date of
incorporation)
to 31 December
2016

HK$

{Restated)

369,112,260

1,560,000

3,861,912

135,720

1,781,294
4’907)806

4,597,676
2,863,923

188,820,501

Note: The auditor’s remuneration for the period from 11 December 2015 (date of incorporation) to
31 December 2016 was horne by an intermediate holding company, TWS Industrial (Holdings}

Limited.

Employee benefit expense

Wages, salaries and bonuses
Pension costs - defived contribution schemes
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December 2015

(datc of

incorporation)

to 31 December

2017 2016

HK$ HK$
8,943,006 1,756,963
94,063 24,331
9,037,009 1,781,204
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NOTES TO THE FINANCIAL STATEMENTS

Investments in subsidiaries {(Continued)

Details of the Company’s subsidiaries as at 31 December 2017 are as follows:

Name

TWS Korea Inc.
(Note (a))

TWS Technology
LLC {Note (1))

TWS Europe

Limited {Note{c))

‘TWS (Macao
Commercial

Offshore) Limited

{Note (d))

Note:

Place of
incorporation

Korea
United State of
America

United Kingdom

Macau

Issued and fully
paid share

Interest held

capital divectly
270,000,000 60%
- 100%
US5%100,000 100%
Mop1oo,000 100%

Principal activities

Sales of bare cells

Sales of bare cells

Sales of bare cells

Sales of bare cells

{a) On 28 November 2017, the Company has further subscribed 50,000 shares of TWS Korea Inc.
After the subscription, TWS Korea Inc, became a direct subsidiary of the Company.

{a) As at the date of this report, the initial capital amounting to US$500,000 has not been injected
by the Company to TWS Technology LLC.

{c} On 30 June 2017, the Company has acquired 100,000 shares {representing 100% of the total
issued share capital) of TWS Iiurope Limited from one of its intermediate holding company at

a consideration of US$1. After the acquisition, TWS Europe Inc. became a direct subsidiary of
the Company.

(d) On 29 July 2017, the Company has acquired 100% issned share capital of TWS (Macao
Comnmercial Offshore) Limited from one of its intermediate holding company at a
consideration of Mop150,000. After the acquisition, TWS (Macao Commercial Offshore)
Limited became a direct subsidiary of the Company.
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NOTES TO THE FINANCIAL STATEMENTS
Income tax expenses (Continued)

The laxation on the Company's profit before income tax differs from the theovetical amount that
would arise using the applicable tax rate as follows:

From 11
December 2015
(date of
incorporation to
31 December

2017 2016)
HK$ HK§
{Restated)
Profit before income tax 62,523,548 21,398,419
Calculated at tax rate of 16.5% {2016; 16.5%) 10,316,385 3,530,739
Expenses not dedoctible for tax purpose 762,840 914,781
Income not subject to tax (22,855) (165)
Tax concession {30,000) {20,000)
Income tax expenses 11,026,370 4,425,355
Dividends
From 11
December 2015
{date of
incorporation to
3t December
2017 2016)
HK$% HK$
Interim dividend paid of HK$22,527,600 (2016: Nil) per
ordinary share 22,527,600 -
Investiments in subsidiaries
2017 2016
HK$ HK$
Unlisted shares, at cost 2,099,950 -
Less: Provision for impairment (1,954,319} -

145,631 -

Note: As at 31 December 2017, the Directors conducted a review of the Company’s investiments in
subsidiaries and an imipairment loss of HK$1,954,319 (2016: Nil} has been recognised in respect of
the investments in subsidiaries.
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NOTES TO THE FINANCIAL STATEMENTS

Prepayments, trade and other receivables

2017 2016

HK$ HK$

(Restated)

Trade receivables 195,830,453 95,385,276
Less; Provision for impairment (168,658) -
Trade receivables - net 195,721,795 95,385,276
Prepayments 3,395,514 290,417
Other receivables 4,800 39,446
199,122,100 95,715,139

The credit period allowed by the Company to its trade customers mainly ranges from 30 days to 9o
days and no interest is charged.

As of 31 December 2017, trade receivables of HK$28,470,125(2016: HK$12,804,303) were past
due but not impaired. These relate to a number of independent customets for whom there is no
recent history of default. The ageing analysis of these receivables is as follows:

2017 2016

HK$ HK$

(Restated)

0 - 30 days 23,003,511 11,950,865
31-60 days 4,252,385 727,032
61-90 days 339,500 110,898
Over 90 days 874,729 15,508
28,470,125 12,804,303

The individually impaired receivables, if any, are recognised based on the credit history of its
customers, such as financial difficulties and default in payments. Consequently, specific
impairment provision is recognised.

Trade receivables that were neither past due nor impaired relate to a wide range of customers from
whom there was no recent history of default.

Mowvements in the provision for impairment of trade receivables that are assessed for impairment
collectively are as follows;

2017 2016
HK$ HK$
At t January - -
Provision for impairment recognised during the year 108,658 -
At 31 Decemmber 108,658 -
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NOTES TO THE FINANCIAL STATEMENTS

Investiment in a joint venture

2017 2016

HX$ HK$
Unlisted shares, at cost - 1,560,000
Less: Provision for impairment - (1,560,000}

Note: As at 31 December 2016, the Director conducted a review of the Company’s investiment in a
joint venture, TWS Korea Inc,, and an impairment loss of HK$1,560,000 had been recognised in
respect of the investment in a joint venture. During the year ended 31 December 2017, the
Company has further subscribed 50,000 shares of TWS Korea Inc. and it became a subsidiary of
the Company {Note 12{a)).

Deferred tax assets
Deferred taxation is caleulated in full on temporary differences under the liability method using
the carrent taxation rate of 16.5% (2016: 16.5%). The movements in the deferred incomne tax assets

are as follows:

Provision for
inventories and

receivables

HK$

As at 1 January 2016 and 31 December 2016 -

Credited to the statement of comprehensive income (Note 10) 320,032

As at 31 December 2017 320,032
Inventories

2017 2016

HK$ HK$

Finished goods 17,659,347 4,666,209
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NOTES TO THE FINANCIAL STATEMENTS
Prepayments, trade and other receivables (Continued)

The carrying amounts of the trade receivables include receivables which are subject to a factoring
arrangement. Under this arrangement, the Company has transferred the relevant receivables to
the bank in exchange for cash and is prevented from selling or pledging the receivables. However,
the Company has retained late payment and credit risks. The Company therefore continues to
recognise the transferred assets in their entirety in its statement of financial position. The amount
repayable under the factoring agreement is presented as secured borrowing in Note 21,

The relevant carrying amounts are as follows:

2017 2016
HK$ HK$
Transferred receivables 77,507,008 56,538,805
Associated secured borrowing (Note 21) 68,972,084 49,898,888

The carrying amounts of prepayment, trade and other receivables approximated their fair values as
at 31 December 2017. Prepayment, trade and other receivables were denominated in the following
currencies:

2017 2016

HK$ HK$

United States dollar 187,491,401 91,025,602

Euro 10,515,537 3,530,674

Japanese Yen 1,083,315 1,158,863
Hong Kong dollar 27,056 -
Indonesian Rupiah 4,800 -

199,122,109 95,715,139

Balances with a director and group companies

Amounts due from immediate holding company, fellow subsidiaries and subsidiaries and amounts
due to an intermediate holding company, immediate holding company, a fellow subsidiary and
subsidiaries are unsecured, interest-free and repayable on demand.

Amounts due from a director, a fellow subsidiary and an intermediate holding company are
unsecured, at an interest of 1.5% over HIBOR {2016: 1.5% over HIBOR ) and repayable on demand.
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NOTES TO THE FINANCIAL STATEMENTS

Balances with a director and group companies (Continued)

The carrying amounts of balances with a director and group companies approximated their fair
values as at 31 December 2017. Balances with a director and group companies were denominated

in the following currencies:

2017 2016
HK$ HKS
{Restated)
United States dollar 40,453,563 80,699,706
Renminbi (13,653) (12,682)
Hong Kong Dollar (19,416,863) 1,871,662
Euro - (544,394)
Taiwan Dollar - (19,744)
21,023,047 81,994,548
Cash and cash equivalents
2017 2016
HK$ HK$
(Restated)
Cash on hand 15,660 -
Cash at bank 20,644,446 9,477,526
20,660,106 9,477,526
Cash and cash equivalents were denominated in the following currencies:
2017 2016
HK$ HK$
(Restated)
United States dollar 17,064,267 8,422,016
Hong Kong dollar 2,564,094 796,733
Taiwan dollar 381,499 248,000
British Pound 305,057 -
Japanese Yen 268,391 3,113
Renminbi 54,011 7,664
Indonesian Rupiah 15,660 -
Euro 7,127 -
20,660,106 9,477,526

Cash at bank earns interest at floating rates based on daily bank deposit rates. The balances

approximate to their fair value,
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Share capital

Ordinary shares, issued and fully paid:

As at 31 December 2017 and 2016

Trade and other payables

Trade payables
Other payables

Trade payables are unsecured and are usually paid within 30 days of recognition.

Number of Share capital
share HK$

1 1

2017 2016

HK$ HK$
(Restated)

93,728,474 61,592,404
33,601,702 1,816,730
127,390,176 63,409,134

The carrying amounts of trade and other payables approximated their fair values due to their
short-term nature as at 31 December 2017. Trade and other payables were denominated in the

following currencies:

United States dollar
Renminbi

Hong Kong Dollar
British Pound
Japanese Yen

Euro

Bank borrowings

Short-term bank loans repayable within t year

-40-

2017 2016

HK$ HK$
{Restated)

09,280,816 55,710,301
22,527,600 -
3,193,587 951,466
1,726,360 -
597,212 6,747,367
64,601 -
127,390,176 63,409,134
2017 2016

HK$ HK$
(Restated)

68,972,084 107,045,868
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Bank borrowings (Continued)

As at 31 December 2017, HK$68,972,084 (2016: HK$49,898,888) of the bank borrowings were
related to factored receivables (Note 16). All bank borrowings were secured by the corporate
guarantees given by an intermediate holding company, TWS Industrial (Holding) Limited, and the
personal guarantee given by a director of the Company. As at 31 December 2016, corporate

guarantees were given by certain fellow subsidiaries for certain bank borrowings.

The bank borrowings carry interest ranging from 1.5% to 2.5% over LIBOR per annum for 2017
and 2016 and 3.5% over HIBOR per annum for 2016.

The bank borrowings were denominated in United States dollar.
Notes to the statemesnt of cash flows

(a} Reconciliation of profit before income tax to net cash generated from operations:

2017 2016
HK$ HK$
(Restated)
Profit before income tax 62,523,548 21,398,419
Adjustments for:
Finance costs 5,665,823 1,207,131
Finance income (138,518) (1,000)
‘Write-off inventories 45,570 135,720
Provision for inventory obsolescence 1,830,933 -
Provision for trade receivables 108,658 -
Impairment loss on investment in a joint venture - 1,560,000
Impairment losses on investments in subsidiaries 394,319 -
Impairment loss recognised in respect of amount receivable
from a subsidiary 3,908,617 -
Impairment loss recognised in respect of amount receivable
from a joint venture - 3,861,012
Exchange difference 2,845,263 (1,260,556)
Operating cash flows before changes in working capital 77,184,213 26,001,626
Changes in working capital:
Inventories (14,869,641) (4,801,929)
Trade and other recejvables (103,033,971) (95,454,536)
Trade and other payables 39,326,015 64,026,862
Balance with immediate holding company (58,218,236) 40,707,529
Balance with a joint venture - (2,593,155)
Net cash (used in)/generated from operations (59,611,620) 28,786,397

b) Non-cash transactions:
The Company has further subscribed 50,000 shares of TWS Korea Inc. for a consideration

of US$50,000 (equivalent to HK$390,000). The amount was settled through the current
account between the Company and TWS Korea Inc. (Note 12(a))
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22 Notes to the statement of eash flows (Continued)
(c) Net debt reconciliation

This section sets out an analysis of net debt and the movements in net debt for each of the
period presented.

2017
HK$
Cash and cash equivalents 20,660,106
Bank borrowings (68,972,084)
Advance from subsidiaries (7,680,250)
Advance from an intermediate holding company (8,066,258)
Net debt (64,959,386)
Other assets Liabilities from financing activities
Amount due to
Cash and cash Bank Amount due {0 an intermediate
equivalents borrowings a subsidiary holding company Total
HK$ HK$ HK$ HKS HK$
Net debt as at
321 December
2016 9,477,526  {107,045,868) - - (97,568,342)
Cash flows 11,062,159 38,627,388 (7,658,913) (8,966,258) 33,064,376
Foreign exchange
adjustments 120,421 (554,504) (21,337) - (455,420)
Net debt as at
31 December
2017 20,660,106 (68,972,984} (7.680,250) (8,966,258) (64,959,386}
23 Comimitments

(a) Operating lease commitment

As at 31 December 2017, the Company’s future aggregate minimumn lease payments under
various non-cancellable operating lease agreements in respect of office premises are analysed

as follows:
2017 2016
HK$ HKS
Within one year 310,147 312,480
In the second to fifth year inclusive 222,037 -
532,184 312,480
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Commitments (Continued)

(b) Financial commitment

As at 31 December 2017 and 2016, the Company has a financial commitment of US$500,000

(equivalent to HK$3,900,000) in respect of an investment in a subsidiary.

Financial instruments by category

Financial assets as per statement of ial
position

Loans and receivables

- Trade and other receivables

- Amount due from a director

- Amount due from an intermediate holding company

- Amount due from immediate holding company

- Amounts due from fellow subsidiaries

- Amount due from a subsidiary

- Cash and cash equivalents

Financial liabilities as per statement of
financial position

Financial liabilities measured at amortised cost

- Trade and other payables

- Amount due to an intermediate holding company

- Amount due to an immediate holding company

- Amount due to a fellow subsidiary

- Amounts due to subsidiaries

- Bank borrowings

-.43-

2017
HK$

195,726,596

174,965,553
19,539,232

20,660,106

410,891,487

2017
HKS$

119,669,560
8,066,258
156,835,230

7,680,250
68,972,984

362,124,282

2016
HK3$
(Restated)

95,385,276
1,747,411

51
75,761,306
120,833,766
24,601
9,477,526

303,230,027

2016
HK$
(Restated)

63,131,812

116,328,364
44,313

107,045,868

286,550,357
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Benefits and interests of directors (disclosures required by section 383 of the Hong
Kong Companies Ordinance (Cap.622) and Companies (Disclosure of Information
about Benefits of Directors) Regulation (Cap.622G)

(a)

()

(e

(d

(e)

Directors’ emoluments

The directors’ emoluments in respect of their services to the Company and its subsidiaries
undertakings during the year is disclosed as follows:

2017 2016

HK$ HK$

Fee - -

Salaries and bonus 526,579 -
Employer’s contribution to a retirement benefit

scheme 21,783 -

Total emoluments 548,362 -

During the year, no emolument was paid or receivable to the directors in respect of
accepting office as a director (for the period from 11 December 2015 (date of incorporation)
to 31 December 2016: Nil).

Directors’ retirement benefits and termination benefits

The directors did not receive or will not receive any retirement benefits or termination
benefits during the year (for the period from 11 December 2015 (date of incorporation) to
31 December 2016: Nil).

Consideration provided to third parties for making available directors’ services

During the year, the Company does not pay consideration to any third parties for making
available directors’ services (for the period from 11 December 2015 (date of incorporation)
to 31 December 2016: Nil).

Information about loans, quasi-loans and other dealings in favour of the directors,
controlled bodies corporate by and controlled entities with such directors.

As at 31 December 2017, there are no loans, quasi-loans and other dealing arrangements in
favour of the directors, controlled bodies corporate by and controlled entities with such
directors (2016: Nil).

Directors’ material interests in transactions, arrangements or contracts

Except for those transactions disclosed in Note 26, no other significant transactions,
arrangements and contracts in relation to which the Company was a party and in which a
director of the Company had a material interest, whether directly or indirectly, subsisted
at the end of the period or at any time during the year (for the period from 11 December
2015 (date of incorporation) to 31 December 2016: Same).
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Related party transactions

(a) Other than the related party transactions and balances disclosed elsewhere in the financial
statements, the Company entered into transactions with related companies in the crdinary
course of business during the year. Details relating to these related party transactions are as

follows:
2017 2016
Related parties Nature of transaction Note HK$ HK$
(Restated)
A director Interest income (i) 130,379 ab
An intermediate Interest income () - 51
holding company Acquisition of
subsidiaries av) 149,950 -
Immediate holding  Sales of goods (ii) 304,091,157 164,693,120
company Purchase of goods Gi) 617,088,870 177,456,011
Cost for service received (i) 10,450,606 -
Subsidiaries Management fee expense (iii) 21,360,142 3,911,222
Sales of goods (1] 1,274,713 -
Fellow subsidiaries  Interest income (i) - 183
Management fee expense (iii) - 824,129
Purchase of goods (i 159,993 30,753,936
A joint venture Sales of goods (i) - 2,593,155
Management fee expense (iii) - 172,455
Notes:
(i) Interest income is charged at a rate of 1.5% over LIBOR per annum (for the period
from 11 December 2015 (date of incorporation) to 31 December 2016: Same).
(i) Sales to and purchases of goods or cost of service from related parties were based on

the price and terms mutually agreed between the relevant parties (for the period from

11 December 2015 (date of incorporation) to 31 December 2016: Same).

(iii) Management fee paid to the subsidiaries, fellow subsidiaries and a joint venture is
charged at a cost-plus basis with a margin of 6% (for the period from 11 December
2015 (date of incorporation} to 31 December 2016: Same).

(v Acquisition of subsidiaries from the intermediate holding company are detailed in
Notes 12 (¢) and (d) to the financial statements (for the period from 11 December 2015
(date of incorporation) to 31 December 2016: Nil).
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Related party transactions (Continued)

(b) Key management compensation

Salaries and bonus
Employer’s contribution to a retirement benefit scheme

...46_

2017 2016
HK$ HK$
77,048 -
3,301 -
80,349 -




