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Dear Shareholders,

On behalf of the Board of the Company, | hereby present
the audited annual results of the Group for the Year.

The year of 2020 was a challenging year full of
instability caused by the global outbreak of COVID-19
(“COVID-19"), the Group has implemented measures
to control costs while strengthening its product lineup.
The Group also worked closely with suppliers to ensure
continuity of its inventory to minimise the impact of any
logistics delays.

For our primary business, the Group will continue to
grow our strengths in expertise for semiconductor
products with focus on quality, environmentally friendly
and energy-saving solutions. We will keep on investing
resources in circuitry design, transferring and fitting the
circuitry layout onto printed circuit boards (“PCBs”),
designing appropriate software where needed,
developing prototype evaluation boards, sourcing and
suggesting specific brands of Integrated Circuit(s)
(“ICs”) required, and then producing reference designs
according to customers’ requirements or specifications.

During our long research and development history,
we have accumulated much experience and capacity
in the development of application solutions and have
established an outstanding technical team. We would
make every endeavor to explore more business
opportunities in different application solution so as to
strengthen the Group’s financial position. In addition, the
Company will actively explore the possibilities of external
strategic investment and cooperation, in particular
business opportunities which can enhance the stability
and diversity of our product offerings and revenue.

Nonetheless optimism is emanating from the
semiconductor industry, fuelled by the new 5G
technology adoption in the PRC and worldwide. A
strong uptake of 5G application will drive demand
for large variety of related semiconductors. In China,
commercialized 5G technology is now available in many
cities. In the face of rising demand for 5G applications,
the Group will expand its 5G product portfolio and
improve the competitiveness of its products based on
market needs.

LAM KEUNG
Chairman
31 March 2021
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MANAGEMENT DISCUSSION AND ANALYSIS

b Y
SR EREPY
2020 2019 Changes
20204 20194 28
USD’000 usD’000
FETT FET
Key financial information TEUBEHR
Revenue WA 153,919 101,461 51.7%
Gross profit EH 9,375 11,474 (18.3%)
Profit for the year attributable to ~ ANA G %A A FE(L
owners of the Company FEFHE 2,021 2,513 (19.6%)
As at/ As at/
Year ended  Year ended
31 December 31 December
2020 2019 Changes
122020 R 20194F
128318, 12A318/
BEZH B E%ZAB
IEEE IEFE by )
USD’000 usD’000
FETT FET
Total assets BEBE 67,789 58,465 15.9%
Total liabilities BEER 35,837 28,676 25.0%
Cash and cash equivalents ReRkREFED 6,042 6,263 (3.5%)
Total equity T MR 31,952 29,789 7.3%
Key financial ratios FTEMBLE
Gross profit margin kS 6.1% 11.3% (5.2pp)
Net profit margin F = 1.3% 2.5% (1.2pp)
Basic and diluted earnings per &% A K #5E 2 F
share (HK cents) (BAL) 1.96 2.81 (30.2%)
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MANAGEMENT DISCUSSION AND ANALYSIS

OVERVIEW

The Group primarily engage in the sourcing and sale
of IC products and the provisions of IC application
solutions and value-added services to suit the needs of
our customers. Our business is focused on fast-growing
and emerging market categories, with an emphasis on
providing environmentally-friendly and energy-saving
solutions.

After years of continuous efforts, the Group has become
a well-established fabless semiconductor application
solutions provider specialising in the provision, design
and development of IC application solutions and sale
of ICs for consumer and industrial products. The aim
of the Group is to strengthen our market position within
the IC application solutions industry by increasing our
market share and enhancing the quality of our services.
We believe that this will bring sustainable growth to our
business and create long-term value in the Group for our
Shareholders.

BUSINESS REVIEW

The Group focuses on the consumer and industrial
product sectors, we source and sell IC products and
electronic components. We also provide IC application
solutions and value-added services to suit the needs
of our customers. While our application solutions can
be utilised in a wide range of electronic products, we
specialise in the following five major product categories:
(i) mobile devices and smart charging; (ii) motor control;
(iii) sensors and automation; (iv) light-emitting diode
(“LED”) lighting; and (v) radio frequency (“RF”) power.
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MANAGEMENT DISCUSSION AND ANALYSIS
E 1R E 5t ol & 5 4T

Breakdown of our revenue generated by product # Z2020F12A31BLtFE([FEE NN
category for the year ended 31 December 2020 (the & ZE2019F12A31BIEFE((Mi—FEE])
“Year”) and 31 December 2019 (the “Preceding Year’) ZEWRBAZ oUW ABEMEZIMT
is set forth below:

2020 2019
20204 20194
UsD’000 % USD’000 %
FETT % FET %
Mobile devices and smart B RELRESGRERE
charging 116,475 75.7 76,550 75.4
Motor control = 17,042 1.1 11,843 1.7
Sensors and automation R EE N 8 81 14,480 9.4 4,633 4.6
LED lighting LEDER B 3,759 2.4 4,492 4.4
RF power 5 38 E R 2,163 1.4 3,943 3.9
Total =SEp 153,919 100 101,461 100.0
Breakdown of our gross profit by product category for XFEERA—FEREREBERNSEH
the Year and the Preceding Year is set forth below: HEFBFAMASHIN 0T -
2020 2019
20204 20194
UsD’000 % UsD’000 %
FETT % FET %
Mobile devices and smart BEHEHEREETE
charging 4,257 45.4 7,700 671
Motor control = 1,733 18.5 1,721 15.0
Sensors and automation BN B E 2,063 22.0 613 5.4
LED lighting LED R A9 801 8.5 462 4.0
RF power 57 S & IR 521 5.6 978 8.5
Total B 9,375 100.0 11,474 100.0

8 Contel Technology Company Limited Annual Report 2020



MANAGEMENT DISCUSSION AND ANALYSIS

Mobile devices and smart charging

The mobile devices category focuses on products
utilising low power radio frequency connectivity and
signal transmissions. ICs in the mobile devices category
are antennae-centric products, which enable and
improve the wireless functions (such as 2G/3G/4G/
LTE and wifi connectivity) of the antennae of cars,
mobile phones and tablets, smart watches and other
wifi-enabled devices. The Group assist customers in
developing the application solutions for such ICs to
match their product requirements and restrictions.

Smart charging is a power management technology
used in smart devices such as smart phones, computers
and battery packs to provide shorter charging times for
these devices. By utilising smart charging ICs, smart
devices boost the level of power to be delivered and
thus charge the batteries of the smart devices at faster
speeds, thereby shortening the overall charging time.
Smart charging ICs also gauge various attributes of the
batteries, such as the levels of charge and the thermal
conditions of the batteries, and reduce the level of power
delivered to the batteries when they are nearly full or
getting overheated.

Motor control

Motor control ICs are used in modern motors where
the speed and torque of the moveable parts of a
machine need to be controlled. These motor control
applications can be applied to a wide array of devices,
from household items such as fans, to heavy industrial
equipment such as forklifts and robots. Motor control
application solutions are mainly focused on the ICs used
on variable-frequency drive (“VFDs”). VFDs are a type
of motor controller that controls the speed and torque of
an electric motor by varying the frequency and voltage of
its power supply. By using VFDs, motors are able to save
energy, control performance, reduce noise levels of the
motor, and improve the lifespan of machines.

Customers of the motor control category are generally
manufacturers of motors. Motor control solutions of the
Group include applications for the controls of ceiling
and vertical fans, electronically commutated fans,
air-conditioning systems, electric cars and bikes, robotic
arms, pumps, washing machines, compressors, sewing
machines, industrial power tools such as electric picks,
and medical power tools such as drills.
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MANAGEMENT DISCUSSION AND ANALYSIS
ERET RS

Sensors and automation

Sensors are used to detect changes or events in the
environment. When the sensor detects a change,
it provides a corresponding output to the device to
meet requirements of data and signal transmission,
processing, storage, display, recording and control of
information. There are many kinds of sensors, which are
used to measure, among other things, force, distance,
temperature, sound, light, electrical currents, magnetic
fields.

Our application solutions for sensor ICs are coupled
together with automation solutions that assist the
customer’s product in automatically detecting and
reacting to various circumstantial changes in the
environment. The Group provides application solutions
for our radar sensors to be used on (i) automobile
vehicles to assist drivers with parking and provide
auto-drive functions; (ii) unmanned aerial drones in
maintaining stability of flight and avoiding obstacles;
(iii) security systems that link with videos to detect,
recognise and track moving objects; (iv) traffic
monitoring systems to measure speed of moving vehicles
and to monitor traffic congestion; and (v) smart lighting
systems that have motion sensing. We also provide
application solutions for pressure sensors to be used in
smart phones and smart watches for detecting altitude.

RF power

RF, or radio-frequency, is widely used in the transmission
of signals, and has a long-distance transmission
capacity. RF is widely used in the fields of wireless
communication.

1 0 Contel Technology Company Limited  Annual Report 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

RF power means the power supply devices which are
used to generate and stabilise RF power. RF power
equipment is generally composed of a RF signal source,
a RF power amplifier (which is an electronic device
that provides power gain) and an attenuator (a device
that reduces the power of a signal without distorting
its waveform), and a receiver (such as those found
on the rooftops of buildings). The Group’s RF power
products are used in cable television (which is a system
of delivering television programming to subscribers by
RF signals transmitted through cables), and broadband
networks, such as fibre to the home (FTTH, where the
fibre optic cable carries the RF signal to the domestic
home) and fibre to the building (FTTB, where the fibre
optic cable carries the RF signal to a building). Our
customers in the RF power category are generally
engaged in broadcasting and signal transmissions, and
include operators of television and radio broadcasting.

LED lighting

LED lighting systems utilise LEDs, or light emitting
diodes, to provide energy efficient, aesthetic and
long-life lighting solutions. LED lighting solutions are
cost-effective and have a wide range of applications and
can be used indoors, outdoors, and for special lighting
effects, such as spot-lights or stage lighting.

An LED lamp or bulb is typically comprised of several
components, including the LED which acts as light
source, the LED driver IC that regulates power to the
LED, reflector cups that refract and reflect the light, and
the lens that focuses the light beams.

LED application design capabilities is considered to
be well developed and mature. One of our main design
applications for LED lighting systems was to provide
dimming features for LED lamps or bulbs. Although
it appears simple to design a dimmer for lighting
systems, it is in fact a challenge as LEDs and traditional
incandescent lamps operate very differently. If not
done correctly, the dimmer will cause instability in the
electrical current, which may cause flickering in the
LED lamp or bulb, and affect its dimming range and
performance. Our years of experience in and familiarity
with this product category enable us to provide fast and
comprehensive application solutions for our LED lighting
customers.
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MANAGEMENT DISCUSSION AND ANALYSIS
E 1R E 5t ol & 5 4T

FINANCIAL REVIEW
Revenue

For the year ended 31 December 2020, total revenue
increased by 51.7% to US$153.9 million. The growth
was mainly driven by the sales increase of the Group's
solutions, in particular applications in the mobile devices
and smart charging.

Gross Profit

Gross profit for the year ended 31 December 2020
decreased by 18.3% year-on-year to US$9.4 million,
which was mainly due to main chips used in loT
communication modules in the mobile devices and smart
charging which generally has lower profit margin. Gross
profit margin decreased from 11.3% to 6.1%.

Other Income

The Group’s other income mainly included bank interest
income, exchange gain and government grants. For the
year ended 31 December 2020, other income increased
to US$891,000, mainly due to the exchange gain and
government grants.

Selling and Distribution Expenses

Selling and distribution expenses mainly consist of
salaries and benefits for staff, transportation costs,
travelling expenses, office utility expenses, business
entertainment and marketing expenses and depreciation
costs. During the Year, the Group’s selling and
distribution expenses amounted to US$2.5 million,
an increase of approximately US$0.8 million when
compared with 2019, due to (i) an increase in the staff
salaries and bonus in aggregate by approximately
US$0.6 million, and (i) an increase in the postage and
courier charge in aggregate by approximately US$0.2
million.

1 2 Contel Technology Company Limited  Annual Report 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

General and Administrative Expenses

General and administrative expenses mainly consist of
administration expenses including salaries and benefits
for the management, administrative, operation support
and financial personnel, administrative costs and
depreciation expenses relating to property, plant and
equipment used for administrative purposes.

During the Year, general and administrative expenses
amounted to US$4.0 million, representing an increase of
60.8% or US$1.5 million year-on-year, which was mainly
attributable to the effect of (i) an increase of director’s
remuneration, staff salaries and bonus in aggregate
by approximately US$1.1 million and (ii) legal and
professional fee.

Finance Costs

During the Year, finance costs amounted to US$0.9
million, representing an decrease of 13.4% when
compared with 2019.

Income Tax Expense
During the Year, income tax expense was US$0.5 million
(2019: US$1.0 million).

Profit for the Year

As a result of the above factors, the Group’s profit for the
Year decreased by 19.6% from US$2.5 million recorded
for the year ended 31 December 2019 to US$2.0 million
for the year ended 31 December 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS
E 1R E 5t ol & 5 4T

LIQUIDITY AND FINANCIAL RESOURCES

During the Year, the Group maintained a satisfactory
liquidity position supporting business growth. As at
31 December 2020, the Group had cash and cash
equivalents of US$6.0 million (31 December 2019:
US$6.3 million).

The Group recorded net current assets of US$23.0
million (31 December 2019: US$27.5 million).

As at 31 December 2020, the gearing ratio of the
Group was 37.3% (31 December 2019: 18.9%), which
represents net debt divided by the total equity plus net
debt. Net debt includes bank borrowings, promissory
notes, bills payables, less cash and cash equivalents
and pledged bank deposits.

The Group increased its bank loans mainly for securing
capital for its business development. At as 31 December
2020, the Group had bank loans amounting to US$7.1
million (2019: US$1.4 million).

The annual interest charge of the bank borrowings
during the Year ranged from 1.25% to 4.19% (2019: from
4.2% to 5.0%).
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MANAGEMENT DISCUSSION AND ANALYSIS

USE OF PROCEEDS FROM LISTING

The net proceeds from the Listing of Hong Kong
dollar (“HK$”) 67.8 million (equivalent to approximately
US$8.7 million), after deducting the underwriting fees,
commissions and expenses payable by us, have been
and will be utilised in the same manner, proportion and
the expected timeframe as set out in the prospectus
of the Company dated 29 June 2019 under the section
headed “Future Plans and Use of Proceeds”. The table
below sets out the planned applications of the net
proceeds and actual usage up to 31 December 2020:

EEE R RS
I ERERE
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Fri8 k18 $%8678B & B T (HHE K487
BEEL)ELTBZIHART2019F6 A
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HRNEXRIA TR AESREFEN
FEIARREE2020F12 A31ENEEH
BER:

Actual usage Unutilised
Approximate Actual upto amount as at
percentage of amount of Net 31 December 31 December
Use of proceeds total amount Proceeds 2020 2020 Expected timeline
B E20205 20205
HEEMY FREXREFE 12ANEME 12ANBXH
FRERERR Bk BEReE KIARR Rted FHEE
(HK$°000) (HK$°000) (HK$°000)
(F#T) (F#7) (F#7)
() Financing the revolving 84.1% 57,020 57,020 —
purchase payment for our
purchases of ICs imposed
under the ship-and-debit
arrangement
REETBZHT BHEMICHK
BORRRBARRHEES
(i) Enhancing our design and 3.7% 2,509 2,509 — =
R&D capabilities through
purchasing testing and R&D
equipment
RERB R ERBMARS
SR 2 ¢
(i) Recruiting and maintaining 9.9% 6,712 6,074 638 Remainder to be
high calibre talent utilised by 31 March
2021
RERBESHAL TER20215
SASIHBRHTL R
(iv)  Working capital 2.3% 1,559 1,559 — =
LEET
100% 67,800 67,162 638

BREEMBERAF 202049 F
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MANAGEMENT DISCUSSION AND ANALYSIS
ERET RS

SIGNIFICANT INVESTMENTS, MATERIAL
ACQUISITIONS OR DISPOSAL OF
SUBSIDIARIES AND ASSOCIATED
COMPANIES

During the year, the Group entered into (i) the conditional
Sale and Purchase Agreement together with the
supplemental agreement with the independent vendor
in relation to the acquisition of 781 shares of Cosmic
Paramount Limited (“Cosmic”) (the “Acquisition”) and
(ii) conditional Subscription Agreement together with
the supplemental agreement to subscribe 148 shares
of Cosmic (the “Subscription”). After the completion of
the Acquisition and the Subscription on 31 December
2020, the Group held in aggregate 9.07% equity interest
in Cosmic. Cosmic, through its operating subsidiary
incorporated in Hong Kong, is principally engaged in
one-stop supply chain financial platform which provide
global supply chain solution services. Cosmics and its
ultimate beneficial owners are third parties independent
of the Group and its connected persons.

The considerations of the Acquisition and the
Subscription were settled by the issuance of
promissory notes with an aggregate principal amounts
of approximately HK$49,955,000 (equivalent to
approximately US$6,446,000) which was, in the
opinion of the directors of the Company, determined
by the parties through arm’s length negotiation and
approximated to the fair value of the equity interest
in Cosmic measured by the independent valuation
expert. As of 31 December 2020, the investment in
Cosmics are classified as financial assets at fair value
in the consolidated financial statements of the Group of
US$6,160,000 which accounted for approximately 9.09%
of the total assets of the Group as at 31 December
2020. Such investment in Cosmics represents a long
term strategic investment of the Group and the Board
expects that the competitiveness of the Group could
be further enhanced with the support from Cosmics in
terms of supply chain solutions. There was no unrealised
gain or loss or dividend during the Year. Details of the
Acquisition and the Subscription can be referred to note
17 to the consolidated financial statements.
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MANAGEMENT DISCUSSION AND ANALYSIS

As all the applicable percentage ratios of the
Transfer Agreement were below 5%, the transactions
contemplated under the agreement did not constitute
a notifiable transaction for the Company under Chapter
14 of Main Board Listing Rules, the requirements of
reporting and announcement under Chapter 14 of the
Main Board Listing Rules are not applicable.

Save for the investments mentioned above, there was
no other significant investment, material acquisition and
disposal of subsidiaries and associated companies by
the Company during the year ended 31 December 2020.

CONTINGENT LIABILITIES

As at 31 December 2020, the Group did not have any
significant contingent liabilities.

EMPLOYEES AND REMUNERATION
POLICIES

As at 31 December 2020, the Group had 103 employees
(81 December 2019: 107 employees). The Group’s
labour costs (including salaries, bonuses, pension and
welfare but excluding directors’ and chief executives’
remuneration) were US$3.6 million, accounting for 2.3%
of its revenue in the Year.

The remunerations of the employees are commensurate
with their performance, skills, knowledge, experience
and the market trend. Employee benefits provided
by the Group include medical insurance scheme
and mandatory provident fund. The Group reviews
the remuneration policies and packages on a regular
basis and will make necessary adjustments that
accommodate the pay levels in the industry. In addition
to basic salaries, the employees may be offered with
discretionary bonuses and cash awards based on
individual performances.

In addition, the Group has adopted a Share Option
Scheme as further described in “Report of the Directors”
in this annual report.
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DIRECTORS AND SENIOR MANAGEMENT

EEREREEE

The Board consists of four executive Directors and three
independent non-executive Directors (‘“INEDs").

Executive Directors

Mr. Lam Keung (#k3&) (“Mr. Lam”), aged 48, joined
the Group in April 2010 and was appointed as a Director
in August 2016. He was re-designated as the executive
Director and appointed as the Chairman and the Chief
Executive Officer in March 2018.

Mr. Lam is responsible for supervising the overall
management, making strategic planning of our Group,
implementing Board resolutions, as well as providing
guidance and directions of our Group. Mr. Lam also
conducts overall strategic review of the R&D department
of our Group, giving R&D directions in relation to the
latest trend of the IC and semiconductor industry.

Mr. Lam has over 24 years of experience in the IC and
semiconductor industry. Prior to joining our Group,
Mr. Lam worked at Rohm Electronics (H.K.) Company
Limited (currently known as Rohm Semiconductor Hong
Kong Company Limited) from September 1995 to August
2003 and his last position was assistant sales manager
where he was responsible for the sale of IC products.
Mr. Lam worked as a senior manager in marketing
department at Synergy International Technology
Limited from October 2003 to February 2010, where
he was responsible for the sales and marketing of
semiconductor solutions.

Mr. Lam joined IH Technology Limited (“IH
Technology”), an indirect wholly-owned subsidiary of
the Company, as a general manager in April 2010 and
was subsequently promoted to serve as a director of IH
Technology in November 2010. Mr. Lam has also been
serving as a director of Flyring Electronics Limited, an
indirect wholly-owned subsidiary of the Company, since
January 2011. Mr. Lam served as an independent non-
executive director of EFT Solutions Holdings Limited,
a company whose shares are listed on the GEM of the
Stock Exchange (stock code: 8062), from 23 November
2016 to 26 March 2019, which is principally engaged
in sourcing of electronic fund transfer at point-of-sale
terminals and peripheral devices, and provision of
electronic fund transfer at point-of-sale system support
services and software solution services.
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Mr. Lam obtained a bachelor’'s degree in electrical
engineering from the University of Tennessee, the United
States in December 1993.

Mr. Lam, through P. Grand (BVI) Ltd. (“P. Grand”), a
company which is 100% beneficially owned by him,
holds approximately 59.1% of issued share capital of
the Company. In addition, pursuant to the confirmation
deed dated 21 March 2018 (the “Confirmation Deed”),
Mr. Lam, Mr. Qing and Ms. Feng Tao, the spouse of Mr.
Qing (“Mrs. Qing”), confirmed that they have been in
cooperation to jointly manage and control the operations
of the subsidiaries of the Company in Hong Kong and
the PRC since 2011. In view of the fact that Mr. Lam,
Mr. Qing and Mrs. Qing have been and will continue to
be acting in concert in the control, management and
operation of the Group, Mr. Lam is also deemed to be
interested in all the Shares held by Kingtech which is
100% beneficially owned by Mrs. Qing.

Mr. Qing Haodong (Jli&®) (“Mr. Qing”), aged 57,
joined the Group in December 2016 and was appointed
as a Director in December 2017. He was re-designated
as the executive Director in March 2018.

Mr. Qing is responsible for the overall marketing activities
of our Group. He is also responsible for liaising with
electronics manufacturers and promoting the latest
electronic products to customers.
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DIRECTORS AND SENIOR MANAGEMENT
EEREREEE

Mr. Qing has over 19 years of experience in the IC and
semiconductor industry. Prior to joining our Group, Mr.
Qing was an automation engineer at Sichuan Food
Fermentation Industry Research and Design Institute* (4
MNERMBEETEMRKEBT) from September 1985
to November 2000, where he was responsible for the
electrical design for automation control equipment. Mr.
Qing joined Chengdu Flyring Electronics Co., Ltd.* (X
#HWRIRETHERAAE) (“Chengdu Flyring”), an indirect
wholly-owned subsidiary of the Company, as a sales
manager in November 2000. Mr. Qing has been serving
as the supervisor at Chengdu Flyring, Shenzhen IH
Technology Co., Ltd* (R HE &SI M AR D a))
and Shanghai IH Microelectronics Technology Co., Ltd.*
(EBEREMEFEMBMRAA) (“Shanghai IH"), all
of which are indirect wholly-owned subsidiaries of the
Company, since February 2006, May 2005 and August
2009, respectively.

Mr. Qing obtained his professional certificate in industrial
electronics and enterprise (L{®E & %) from Harbin Jixie
Industry School* (I8 B # M T 2% 2%), the PRC, in
August 1985.

Mr. Qing is the spouse of Mrs. Qing, who beneficially
owns 100% of Kingtech (BVI) Ltd. (“Kingtech”). In
addition, pursuant to the Confirmatory Deed, Mr. Lam,
Mr. Qing and Mrs. Qing confirmed that they have been in
cooperation to jointly manage and control the operations
of the subsidiaries of the Company in Hong Kong and
the PRC since 2011. In view of the fact that Mr. Lam,
Mr. Qing and Mrs. Qing have been and will continue to
be acting in concert in the control, management and
operation of our Group, Mr. Qing is also deemed to be
interested in all the Shares held by his spouse Mrs. Qing
through Kingtech, and all the Shares held by Mr. Lam
through P. Grand.
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Mr. Mai Lu (Z &) (“Mr. Mai”), aged 46, joined the
Group in January 2017 and was appointed as the
executive Director of the Company in March 2018.

Mr. Mai oversees the design and R&D functions of
our Group and is responsible for the overall daily
management of the design and R&D team.

Mr. Mai has over 18 years of experience in providing
technical solutions of semiconductors. Mr. Mai worked as
an assistant engineer at the Chinese People’s Liberation
Army from July 1996 to July 2001, and his last rank at
the Chinese People’s Liberation Army was Professional
Technology Lieutenant (% % £ T ). Mr. Mai worked
as a sales engineer at Rohm Semiconductor (Shenzhen)
Co. Ltd. from July 2001 to February 2003, where he was
responsible for sales and providing technical supports
to the customers, and worked as a manager at the R&D
department of Shanghai Huanwei Electronics Company
Limited* (EBRMEFBRAA) from March 2003 to
August 2010, where he was responsible for overseeing
the R&D department of the company.

Mr. Mai joined Shanghai IH as head of the R&D
department in September 2010.

Mr. Mai obtained his bachelor’s degree in electronics
and information system (£ F 2 HEH{Z 8 XHK241) from
National University of Defense Technology (FF Bl A R f#
B H R E T KE | currently known as AR B A R ## i
B &[5 R K2, the PRC, in July 1996.
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DIRECTORS AND SENIOR MANAGEMENT
EEREREEE

Ms. Cheng Yu Pik (285 2) (“Ms. Cheng”), aged 40,
joined the Group in July 2009 and was appointed as the
executive Director of the Company in March 2020.

Ms. Cheng has over 16 years of experience in the
semiconductor industry. Ms. Cheng is responsible for
overseeing the business and administrative functions of
the Group, including collaborating with other members of
the senior management and staff members to formulate
and implement policies and procedures; interfacing
cross-functionally at all levels within the Group as well
as with external resources (such as logistic companies,
governmental agencies); and providing routine reports to
the Board regarding operations, business performance
and human resources.

Ms. Cheng joined IH Technology in July 2009. Prior to
joining the Group, she worked at Synergy International
Technology Limited from August 2003 to June 2009
and her last position was senior customer service
coordinator where she was responsible for coordinating
with suppliers and handling enquiries. Ms. Cheng
worked as a general clerk at Kingdan Development
Limited from September 2000 to July 2003, where she
was responsible for dealing with suppliers, clients and
customs declarations.

Ms. Cheng obtained her matriculation certificate from
Caritas Bianchi College of Careers, Hong Kong, in
October 2000.

22 Contel Technology Company Limited  Annual Report 2020

B84t ([&4&t]) 405 © B20094F
TAMAKREER - I R2020F3 EELE A
KABMITESE -

BLINIEBTERARI6FLER - &
HTREEEASEXRBRITEBE(R
REGREEEEMKERERETET
BEHELRITERENEF RO HAXL
SEEBARERPT 2 M P E B A K B AR
BRBImR AT - BA#HBESZ) NEE
AR MEZTSCHMERSE XHRA
"RADEIR °

Bl 27 7 2009F 78 I A HIERHF o AN
AKREEF - % B2003F 88 £20094F6
AEBREREEBREBERAA @ &&
BUASARFRBHAZTE 8 & RH
FErRm B REIEEN - B2000F9A R E
2003F 7R BLZ TR R B EEBRAA
EXLTRAXE aEREMHER BFEU
NHRBESEE -

BZZ L2000 F 10 EBSEEREQA RS
HEERBEREERE -



INEDs

Mr. Dan Kun Lei Raymond (E8E &) (“Mr. Dan”), aged
50, was appointed as an INED of the Company in June
2019.

Mr. Dan has over 20 years of experience in the
information technology industry.

Mr. Dan has worked as a solution consultant at China
Mobile Hong Kong Company Limited, a company
whose shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (stock code: 941),
since March 2020, where he was mainly responsible
for providing technical and professional consultancy
services to its customers. Mr. Dan worked as senior
systems consultant at Automated Systems (H.K.) Limited
from April 2017 to March 2020, where he was mainly
responsible for providing technical and professional
consultancy services to its customers. Prior to joining
Automated Systems (H.K.) Limited, he was a senior bid
manager at CITIC Telecom International CPC Limited
from December 2015 to April 2017, where he was
responsible for managing bidding projects in relation to
information technology products. Prior to joining CITIC
Telecom International CPC Limited, he was an account
manager at Huawei Tech. Investment Co., Limited from
June 2013 to November 2015, where he was responsible
for providing technical services to the customers during
the process of sales. Mr. Dan worked as a business
consulting officer at Hewlett-Packard HK SAR Limited
from June 2010 to May 2013, where he was responsible
for providing pre-sale support, performing technology
assessment and maintaining customer relationship.
Prior to that, he also gained experience from different
information technology or telecommunication companies
including Shen Milsom & Wilke Limited, PCCW Limited a
company whose shares are listed on the Stock Exchange
(stock code: 0008) and Unisys China/Hong Kong Limited
from May 1999 to June 2010 in various positions.

Mr. Dan obtained his bachelor’'s degree in computer
systems engineering from La Trobe University, Australia,
in May 1997, and his master's degree in management
from Macquarie University, Australia, in October 2000.
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DIRECTORS AND SENIOR MANAGEMENT
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Mr. Wong Kwun Ho (E & &) (“Mr. Wong™), aged 37,
is our independent non-executive Director. He joined
our Group on June 2019. Mr. Wong has more then 11
years of experience in financial management and public
offering transactions. Prior to joining our Group, from
September 2008, he was an associate in the Assurance
Department at PricewaterhouseCoopers and was
promoted to the position of senior associate in October
2010. He left PricewaterhouseCoopers in May 2011.
From August 2011 to September 2013, Mr. Wong worked
as assistant manager (corporate finance) at Fortune
Financial Capital Limited, a subsidiary of China Fortune
Financial Group Limited, a company listed on the Main
Board of the Stock Exchange (stock code: 290). During
the period from September 2013 to April 2017, Mr.
Wong has been working in Guotai Junan (Hong Kong)
Limited (corporate finance) at Guotai Junan Capital
Limited, a subsidiary of Guotai Junan International
Holdings Limited, a company listed on the Main Board
of the Stock Exchange (stock code:1788) and his last
position was assistant vice president in the corporate
finance department. From April 2017 to December 2017,
he worked as vice president (corporate finance) at
CCB Internation Capital Limited, a subsidiary of China
Construction Bank, a company listed on the Main Board
of the Stock Exchange (stock code: 939). Mr. Wong
worked as an associate director (corporate finance) at
Zhongtai International Management Limited from January
2018 to December 2018. Mr. Wong has been appointed
as an executive director at Zhongtai International
Management Limited since January 2019. Mr. Wong
was the independent non-executive director of Ascent
International Holdings Limited, a company listed on the
Main Board of the Stock Exchange (stock code:264),
from August 2018 to September 2019. Mr. Wong has
been appointed as the independent non-executive
director of Legion Consortium Limited, a company list
in the Main Board of the Stock Exchange (stock code:
2129) with effect from December 2020. Mr. Wong is a
licensed representative to carry on Type 1 (dealings in
securities) and a responsible officer of Type 6 (advising
on corporate finance) regulated activities under the SFO.

Mr. Wong obtained a bachelor degree in Business
Administration from the City University of Hong Kong
in November 2008. He became a member of the
Hong Kong Institute of Certified Public Accountants in
February 2012.
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Mr. Lai Man Shun (2 E &) (“Mr. Lai”), aged 48, was
appointed as an INED of the Company in June 2019.

Mr. Lai has over 19 years of experience in information
technology and telecommunication industry. He has
been a general manager of EFT Payments (Asia) Limited
since July 2016, mainly responsible for the business
relationship management, development planning and
overall supervision of different departments of the
company. Immediately before that, Mr. Lai worked at EFT
Solution Limited as the head of business development
from March 2016 to June 2016. Before that, he was a
chief executive officer and founder of Paxex International
Limited from 2010 to 2016, mainly responsible for
the overall business of the company. He was also a
sales director and co-founder of RICC Limited, mainly
responsible for the management of the business
developments from 2001 to 2010.

Mr. Lai obtained his bachelor’'s degree in science from
La Trobe University, Australia, in May 1997.

Disclosure required under Rule 13.51(2)
of the Rules Governing the Listing of
Securities on The Stock Exchange of
Hong Kong Limited (“Listing Rules”)

Each of the Directors confirms that save as disclosed
above: (i) he has not held directorships in the last three
years in other public companies, the securities of which
are listed on any securities market in Hong Kong or
overseas,; (ii) he does not hold any other position in
our Company or any of its subsidiaries; (iii) there is no
other information that should be disclosed pursuant to
Rule 13.51(2) of the Listing Rules; and (iv) to the best of
the knowledge, information and belief of our Directors
having made all reasonable enquiries, there are no
other matters with respect to the appointment of the
Directors that need to be brought to the attention of our
Shareholders.

Save as disclosed in the paragraph headed “Directors'
Interests and Short Positions in Shares and Underlying
Shares and Debenture” in this annual report, each of
the Directors certifies that he/she does not have any
interests in the Shares within the meaning of Part XV of
the SFO.
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Senior management

Mr. Wang Kai (;E8l) (“Mr. Wang”), aged 41, joined
the Group in December 2016 and was appointed as the
head of sales of the Group in March 2018.

Mr. Wang has over 18 years of experience in the sales
and marketing of semiconductors, ICs and electronic
component products. Mr. Wang oversees the sales
business of our Group. He is also responsible for the
overall management of the sales teams of the Group.

Mr. Wang worked as a sales representative for Chengdu
Flyring in September 2001. He was subsequently
promoted to a sales manager in July 2005, where he
was responsible for regional sales operations in the
PRC, covering south-western and south-eastern areas
of the PRC. Mr. Wang has been serving as a director
of Shanghai IH since August 2009, and assumed the
position of sales manager of Shanghai IH subsequent to
his appointment as a director of Shanghai IH. Apart from
overseeing the daily management of Shanghai IH, Mr.
Wang is also responsible for the overall sales operations
of our Group. He has also been serving as a director of
Shenzhen IH since May 2015.

Mr. Wang obtained his high diploma certificate in
mathematics education from Zigong Shifan High Diploma
Professional School* (B B Al & = & E & 2 1), the PRC,
in June 2001.

26 Contel Technology Company Limited  Annual Report 2020

BHREERE

AR ENERED 415 2016512
ANMAXER - I[E’\2018¢3H EZER
AEBHEHEETE

ERERHENEREFXER  ICKREFT
HERNTHEEBEIBFLR - TALEE
Kgliﬁ’%%ﬁ‘ﬂ cBHMAEEASEHEER

B B R IR

TR AER2001F A EEX T RIREMNIBE
RE - BFHEBR2005F7TARAZTHERL
2 8FFEMNEEEEFRAR LR
FHIE) SHEEL - B2009F8AR - Tk
EREFEEBREES  HEBRELERE
SHERE B - REB LB ““*f%
O EEENMBEASERRBHEELE
®INB2015F5 AR EERINEEES -

TR ER2001F6ANBHAHEEME S
SERERYEHESENREE -

ESa=]



Ms. Au Ka Man Silkie (EX & #) (“Ms. Au”), aged 37,
joined the Group in October 2016 and was appointed as
the chief financial officer and company secretary of the
Company in March 2018.

Ms. Au has over 14 years of experience in business
administration and management. Ms. Au is responsible
for overseeing the financial operations of the Group, as
well as supervising accounting and finance departments.
She is also responsible for company secretarial matters
of our Group.

Prior to joining the Company, Ms. Au was the chief
executive officer of Pro Max CPA Limited from June
2014 to September 2016, where she was responsible
for the overall management, strategy planning and daily
operations of the company. She worked at CPA firm
from April 2008 to March 2014 and her last positions
were senior unit manager and practising director, where
she was responsible for the overall management of the
accounting departments and human resources. She
also worked as an assistant accountant at Accounting
firm from June 2006 to March 2008, where she was
responsible for preparing full set of accounts.

Ms. Au obtained a bachelor’s degree in business
administration from Lingnan University, Hong Kong, in
November 2006. She became a member of HKICPA in
January 2011.
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Ms. Feng Ying (5) (“Ms. Feng”), aged 52, joined
the Group in January 2017 and was appointed as the
head of PRC operations of the Group in March 2018. Ms.
Feng is the sister of Mrs. Qing and the sister-in-law of Mr.
Qing.

Ms. Feng has over 19 years of experience in the
management of the Group. Ms. Feng is responsible for
overseeing the business and administrative function
of the PRC entities of the Group. Prior to joining the
Group, Ms. Feng worked as an analyst in Sichuan
Yinshan Sugar Manufacturing Factory* ( P9 JII & $8
&) from September 1987 to 2000, responsible for
quality inspection. Ms. Feng joined Chengdu Flyring
as supervisor in November 2000 and was responsible
for supervising and inspecting the daily management,
operation, financial situation and the work of directors
and senior managers of Chengdu Flyring. Ms. Feng has
been serving as the legal representative, the director
and the general manager of Chengdu Flyring since
June 20083, responsible for administration and the daily
operations of Chengdu Flyring. Ms. Feng obtained her
graduate certificate majored in paper making from the
Neijiang Light Chemical Technician Training School* (A
I &b TE24), the PRC, in 1987.

*  For identification purpose only

CHANGES TO DIRECTORS’
INFORMATION

Changes in information of the Directors which are
required to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules are set out below:
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MAMAKERIRETES B85
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EFANBE

BiE EHHAFEIBS5B)EETFTHRENE
EEREBEHNMOT

Name of Director Date of Change Details of Changes

EEfE 2¥EH 2FEHE

Cheng Yu Pik 27 March 2020 appointed as an executive Director
Bre 20209 3A27H EZERBITES
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REPORT OF THE DIRECTORS

The board of directors of the Company (the “Directors”
and the “Board”, respectively) is pleased to present
the report of the Directors together with the audited
consolidated financial statements of the Group for the
year ended 31 December 2020.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment
holding. The subsidiaries of the Group are principally
engaged in the sales of electronic components, and
sales and integration of storage systems.

Segment analysis of the Company for the year ended 31
December 2020 is set out in note 5 to the consolidated
financial statements. A list of the Company’s
subsidiaries, together with their places of incorporation,
principal activities, place of operation and particulars of
their issued shares/registered share capital, is set out in
note 30 to the consolidated financial statements.

FINANCIAL RESULTS

The results of the Group for the year ended 31
December 2020 are set out in the consolidated
statement of profit or loss and other comprehensive
income on pages 88.

SUMMARY FINANCIAL INFORMATION

A summary of the results and of the assets and liabilities
of the Group for the last five financial years is set out on
pages 195 to 196 of this annual report.

SHARE CAPITAL

Details of the movement in the share capital of the
Company during the year ended 31 December 2020,
together with the reasons thereof, are set out in note 28
to the consolidated financial statements.
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FINAL DIVIDEND AND CLOSURE OF
REGISTER OF MEMBERS

The Board has resolved not to recommend the payment
of a final dividend for the year ended 31 December
2020.

BUSINESS REVIEW AND PERFORMANCE
Review of our Business and Performance

A discussion and analysis of the Group’s performance
during the year ended 31 December 2020 and the key
factors affecting its results and financial position are set
out in the section headed “Management Discussion and
Analysis” of this annual report.

Information about a review of, and an indication of
likely future development in, the Group’s business is set
out in the “Chairman’s Statement” and “Management
Discussion and Analysis” of this annual report.

Particulars of Important Events

Since 31 December 2020, being the end of the financial
year under review, no important event has occurred
affecting the Group.
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RISK MANAGEMENT

The following section lists out the key risks and
uncertainties faced by the Group. It is a non-exhaustive
list and there may be other risks and uncertainties
further to the key risk areas outlined below. Besides, this
annual report does not constitute a recommendation or
an advice for anyone to invest in the securities of the
Company and investors are advised to make their own
judgment or consult their own investment advisors before
making any investment in the securities of the Company.

Financial risks

Details on the financial risks on foreign currency, credit
on trade receivables, liquidity and interest rate facing the
Group on its operation can be referred to note 33 to the
consolidated financial statements.

Evolvement in information technology

Our Group operates in a highly competitive industry
which faces rapid changes in market trends, consumer
preferences and constantly evolving technological
advances in hardware models, software features and
functionalities. The ongoing changes in technology
require us to constantly incorporate new features or
technology into our sensitivity and adaptability to market
demand and/or services in order to cope with the
evolving environment and customer demands.

Our business operation may be affected by
future economic and political policies of the
PRC government

The development of PRC’s economy is based on many
factors, including but not limited to structure of economy,
government involvement, control of foreign exchange,
allocation of resources and capital investment. However,
any of such changes to the economic and political
strategies and policies of the PRC government may have
an adverse impact on the overall global economy and
affect all the industries in which the Group operates.
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Our business operation may be affected by
future economic and political uncertainties in
the world

Economic and political uncertainties in the world resulted
from major events such as Brexit, the U.S. presidential
election or terrorist attack events may have short-term
and long-term effects on the global economy and the
performance of the global capital markets, which in turn
may adversely impact the performance of the Group.

Performance history and forward looking
statements

The performance and the results of the operations of the
Group as set out in this annual report are historical in
nature and past performance is not a guarantee of future
performance. This annual report may contain forward
looking statements and opinions that involve risks and
uncertainties. Actual results may also differ materially
from expectations discussed in such forward-looking
statements and opinions. Neither the Group nor the
Directors, employees or agents of the Group assume
any obligations or liabilities in the event that any of
the forward-looking statements or opinions does not
materialize or turns out to be incorrect.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

It is our corporate and social responsibility in promoting
a sustainable and environmental friendly environment.
Our Group does not engage in the manufacturing of
products and does not have any production facilities.
The inventory are kept at our Group’s storage and
warehousing facilities situated inside the headquarters
office unit. Therefore, our Group is not subject to
significant health, safety or environmental risks. During
the year ended 31 December 2020, our Group had
not been subject to any fines or other penalties due to
non-compliance with health, safety or environmental
regulations.
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Compliance with Laws and Regulations

Our operations are mainly carried out by the Company’s
subsidiaries in Hong Kong and China while the Company
itself is listed on the Stock Exchange. Our operations
shall comply with relevant laws and regulations in China
and Hong Kong.

During the year ended 31 December 2020 and up to the
date of this report, the Group has complied with all the
relevant laws and regulations in China and Hong Kong in
all material respects.

Relationship with Employees, Customers and
Suppliers

The Group is constantly aware of the importance of
maintaining a good relationship with its employees,
customers and suppliers to meet its immediate and
long-term business goals. We encourage employees to
strengthen their knowledge of the industries in which the
Group operate and attend courses or training sessions to
improve their relevant industry and technical knowledge.
The Group also maintains ongoing communications
with its employees, customers and suppliers through
various channels such as regular meetings, calls and
emails in order to allow employees to contribute to the
development of the Group, deliver better customer
services to our clients and obtain better services and
cooperation from our suppliers.
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TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and
exemption available to Shareholders by reason of their
holding of the Company’s securities.

RESERVES

Details of the movements in the reserves of the Group
during the year ended 31 December 2020 are set out in
note 29 to the consolidated financial statements and in
the consolidated statement of changes in equity for the
year ended 31 December 2020 to this annual report.

DISTRIBUTABLE RESERVES

As of 31 December 2020, the Company’s distributable
reserves calculated in accordance with the Companies
Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands amounted to US$11.5
million.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements of our property, plant and
equipment during the year ended 31 December 2020
are set out in are set out in note 13 to the consolidated
financial statements.

USE OF PROCEEDS FROM INITIAL
PUBLIC OFFERING

The Company was listed on the Stock Exchange on
16 July 2019 (the “Listing Date”) with net proceeds
received by the Company from the global offering in the
amount of approximately HK$67.8 million after deducting
underwriting commissions and all related expenses. The
net proceeds received from the public offering will be
used in the manner consistent with that mentioned in
the section headed “Future Plans and Use of Proceeds”
of the Prospectus. Please refer to section headed
“Management Discussion and Analysis” of this annual
report for the utilisation of the net proceeds from the
Listing Date up to 31 December 2020.
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PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S LISTED SECURITIES

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

DIRECTORS

The Directors during the year ended 31 December 2020
and up to the date of this annual report were:

Executive Directors:

Mr. Lam Keung (Chairman and Chief Executive Officer)
Mr. Qing Haodong

Mr. Mai Lu

Ms. Cheng Yu Pik (appointed on 27 March 2020)

INEDs

Mr. Dan Kun Lei, Raymond
Mr. Wong Kwun Ho
Mr. Lai Man Shun

Biographical details of the Directors are set out in
“‘Directors and Senior Management” to this annual
report. In accordance with the Articles of Association,
Mr. Lam Keung (Chairman and Chief Executive Officer),
Mr. Qing Haodong, Mr. Mai Lu, Ms. Cheng Yu Pik, Mr.
Dan Kun Lei, Raymond, Mr. Wong Kwun Ho and Mr. Lai
Man Shun shall retire at the AGM and being eligible,
have offered themselves for re-election thereat.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors offering for re-election at the
AGM has a service contract with the Company which
is not terminable within one year without payment of
compensation other than statutory compensation.
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REMUNERATION POLICY

The remuneration policy of the employees of our Group
has been set up by the remuneration committee of
the Board (the “Remuneration Committee”’) on the
basis of their merit, qualifications and competence.
The remuneration of the Directors is recommended
by the Remuneration Committee, having regard to the
Company’s operating results, individual performance
and comparable market statistics. The Company has
adopted a share option scheme as an incentive to the
eligible participants.

DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS AND
CONTRACTS OF SIGNIFICANCE AND
COMPETING BUSINESS

Save as disclosed under note 31 “Related Party
Transactions” to the consolidated financial statements,
no transactions, arrangements and contracts of
significance (as defined in Appendix 16 to the Listing
Rules) to which the Company or its holding company or
any of its subsidiaries or fellow subsidiaries was a party
and in which a Director, an entity connected with the
Director or controlling shareholder of the Company or its
subsidiaries (other than members of the Group) had a
material interest, whether directly or indirectly, during the
year ended 31 December 2020 and up to the date of this
annual report.

As of 31 December 2020, none of the Directors is
interested in any businesses apart from our business
which competes or is likely to compete with our
business, either directly or indirectly or would otherwise
require disclosure under Rule 8.10 of the Listing Rules.
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RELATED PARTY TRANSACTIONS

Details of the related party transactions were set out
in note 31 to the consolidated financial statements. In
the opinion of the Directors of the Company, the related
party transactions were carried out in the normal course
of business and at terms negotiated between the Group
and the respective related parties. The Directors confirm
that none of the related party transactions set out in note
31 to the consolidated financial statements constituted
connected transactions or continuing connected
transactions under Chapter 14A of the Listing Rules that
is required to be disclosed.

CONTRACT OF SIGNIFICANCE

Save as disclosed in this report, at no time during
the year ended 31 December 2020 had the Company
or any of its subsidiaries entered into any contract of
significance with the controlling shareholder or any of its
subsidiaries, nor had any contract of significance been
entered into for the services provided by the controlling
shareholder or any of its subsidiaries to the Company or
any of its subsidiaries.

CONNECTED TRANSACTION

During the Year, the Group had not entered into any
connected transactions or continuing connected
transactions which are required to be disclosed in this
report pursuant to the Listing Rules during the year
ended 31 December 2020.
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DIRECTORS’ INTERESTS AND
SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES AND
DEBENTURE

As at 31 December 2020, the interests or short positions
of the Directors and the chief executives of the Company
in the shares, underlying shares and debentures of
the Company or its associated corporations (within the
meaning of Part XV of the SFO) which were required: (i)
to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they
were taken or deemed to have under such provisions
of the SFO), (ii) pursuant to section 352 of the SFO,
to be entered in the register referred to therein (the
“‘Register”), or (iii) pursuant to the Model Code to be
notified to the Company and the Stock Exchange, were
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as follows:
Approximate
Number of percentage of
Name Capacity/Nature of interest Shares®  shareholding
R4
e B S E 6B E® Bl
Mr. Lam Keung"® Interest in a controlled corporation/ 558,390,000 (L) 69.80%
Person acting in concert
R S @ REEEER—BITHAL
Interest in a controlled corporation/ 25,000,000 (S) 3.13%
Person acting in concert
RREEER —BITHAL
Mr. Qing Haodong™®) Interest in a controlled corporation/ 558,390,000 (L) 69.80%
Person acting in concert
P& R OO TEEER—BITBAL
Interest in a controlled corporation/ 25,000,000 (S) 3.13%

Person acting in concert

REEEERE/ —BTPHAL
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Notes:

(1)  Pursuant to a confirmatory deed, Mr. Lam Keung, Mr. Qing
Haodong and Ms. Feng Tao (spouse of Mr. Qing Haodong) have
acknowledged and confirmed, among other things, that they
are acting in concert with each other. Accordingly, each of Mr.
Lam Keung, Mr. Qing Haodong and Ms. Feng Tao is deemed to
be interested in all the Shares in which any of them is interested
under the SFO.

(2) P. Grand (BVI) Ltd. is 100% owned by Mr. Lam Keung, and Mr.
Lam Keung is deemed to be interested in all the Shares held by
P. Grand (BVI) Ltd. under the SFO. 25,000,000 Shares held by P.
Grand (BVI) Ltd. were pledged

(3) Kingtech (BVI) Ltd. is 100% owned by Ms. Feng Tao, and Ms.
Feng Tao is deemed to be interested in all the Shares held by
Kingtech (BVI) Ltd. under the SFO.

(4) The letter “L” denotes the person’s long position in the Shares.
The letter “S” denotes the person’s short position in the Shares.

Save as disclosed above, as at 31 December 2020, so
far as is known to the Directors, none of the Directors
and the chief executives of the Company had or were
deemed to have any interest or short positions in the
shares, underlying shares or debentures of the Company
or its associated corporations (within the meaning of
Part XV of the SFO), which would have to be notified the
Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and
short positions in which they were taken or deemed to
have under such provisions of the SFO) and/or required
to be recorded in the Register or as otherwise notified to
the Company and the Stock Exchange pursuant to the
Model Code.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

So far as is known to the Directors and chief executives
of the Company, as at 31 December 2020, the person
(other than a Director or the chief executives of the
Company) or corporations who had interests or short
position in the Share and underlying Shares which were
required to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept
under section 336 of the SFO were as follows:

Name Capacity/Nature of interest

e &5 S e

i%ﬂ“iﬁ"ﬂ&ﬁi&#ﬁﬁﬁﬂ&ﬁm
EERXE

MEBERARAZSITHRABRTMN
202012 A318 - $ETF<<;§%&E@1%{MIJ>>
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RO EENERIORB T

Approximate

Number of percentage of
Shares®  shareholding
i #84Y

B BB ® B9k

P. Grand (BVI) Ltd.® Beneflcial owner
EmEAA
Beneficial owner

BB A

Ms. Feng Tao(™ @) Interest in a controlled corporation/

Person acting in concert

5B L L Mee XErEREs/ —BITHAL

Interest in a controlled corporation/

Person acting in concert

REEEERD - BTPHAL

Kingtech (BVI) Ltd. Beneficial owner
EHEAA

Notes:

(1)  Pursuant to a confirmatory deed, Mr. Lam Keung, Mr. Qing
Haodong and Ms. Feng Tao (spouse of Mr. Qing Haodong) have
acknowledged and confirmed, among other things, that they
are acting in concert with each other. Accordingly, each of Mr.
Lam Keung, Mr. Qing Haodong and Ms. Feng Tao is deemed to
be interested in all the Shares in which any of them is interested
under the SFO.

(2) P. Grand (BVI) Ltd. is 100% owned by Mr. Lam Keung, and Mr.
Lam Keung is deemed to be interested in all the Shares held by
P. Grand (BVI) Ltd. under the SFO. 25,000,000 Shares held by P.
Grand (BVI) Ltd. were pledged.

(3) Kingtech (BVI) Ltd. is 100% owned by Ms. Feng Tao, and Ms.
Feng Tao is deemed to be interested in all the Shares held by
Kingtech (BVI) Ltd. under the SFO.

(4) The letter “L” denotes the person’s long position in the Shares.
The letter “S” denotes the person’s short position in the Shares.
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498,390,000 (L) 62.30%

25,000,000 (S) 3.13%

558,390,000 (L) 69.80%

25,000,000 (S) 3.13%

60,000,000 (L) 7.5%
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Save as those disclosed above, as at 31 December
2020, the Directors and the chief executives of the
Company are not aware of any other person or
corporation having an interest or short positions in the
Shares or underlying Shares which would be required
to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept by the
Company under section 336 of the SFO.

SHARE OPTION SCHEME

The Company adopted a share option scheme pursuant
to a resolution in writing passed by the shareholders
on 21 June 2019 (the “Share Option Scheme”) as
incentives or rewards for eligible participants who
contribute to the Group.

As at 31 December 2020, no share option was granted,
exercised, lapsed or cancelled under the Share Option
Scheme. Summary of major terms of the Share Option
Scheme are as follows:

(i) Purposes of the scheme

The purpose of the Share Option Scheme is to
enable the Group to grant options to selected
participants as incentives or rewards for their
contribution to our Group. The Directors consider
the Share Option Scheme will enable the Group
to reward the employees, the Directors and other
selected participants for their contribution to our
Group and to attract and retain such individuals.
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(ii) The Participants

(iii)

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

employees and directors;
suppliers and customers;

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

holders of any securities;

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

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

Maximum number of Shares

The maximum number of Shares which may be
issued upon exercise of all options to be granted
under the Share Option Scheme shall not in
aggregate exceed 10% of the Shares in issue as at
the Listing Date (i.e. 80,000,000 shares).
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(iv) Maximum entitlement of each participant

(v)

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

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

Time of acceptance and exercise of option

An offer of options may be accepted by a
participant within 28 days from the date of the offer
of the options. Unless otherwise determined by the
Directors and stated in the offer, a grantee is not
required to hold an option for any minimum period
nor achieve any performance targets before the
exercise of an option granted to him.
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(vi) Subscription price for Shares and
consideration for the option

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

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

(vii) Period of the Share Option Scheme

The Share Option Scheme will remain in force for a
period of 10 years commencing on 21 June 2019,
the date on which the Share Option Scheme is
adopted.

EQUITY-LINK AGREEMENTS

No equity-linked agreement that would or might result
in the Company issuing Shares, or that requiring the
Company to enter into an agreement that would or might
result in the Company issuing shares, was entered into
by the Company during the year ended 31 December
2020 or subsisted at the end of the year.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors,
as of the date of this annual report, the Company has
maintained sufficient public float as required under the
Listing Rules.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
laws of the Cayman Islands (place of incorporation of
the Company) or under the Articles of Association which
would oblige the Company to offer new shares on a
pro-rata basis to its existing Shareholders.

CORPORATE GOVERNANCE

The Company has adopted the code provisions as
set out in the CG Code. The Board considered that
throughout the year and up to the date of this annual
report, the Company has complied with the applicable
code provisions set out in the CG Code except for those
disclosed in the Corporate Governance Report included
in this report. For details please refer to the “Corporate
Governance Report” on pages 48 to 67 of this annual
report.

MANAGEMENT CONTRACT

No contracts, other than the employment contracts of
the executive Directors, concerning the management
and administration of the whole or substantial part of the
business of the Company were entered into or existed
during the year ended 31 December 2020.

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles of Association, every Director
shall be entitled to be indemnified out of the assets of
the Company against all losses or liabilities which he/
she may sustain or incur in or about the execution of the
duties of his/her office or otherwise in relation thereto.

The Company has arranged for appropriate insurance
cover for the Directors’ and officers’ liabilities in
respect of legal actions against its Directors and senior
management arising out of corporate activities during
the year ended 31 December 2020 and the indemnity
provision and Directors’ and officers’ liability insurance
remained in force as of the date of this report.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2020, the five largest
customers of the Group comprised 59% by value of our
total sales during the year, with the largest customer
accounted for 27%.

For the year ended 31 December 2020, the five largest
suppliers of the Group comprised 88% by value of our
total purchases during the year, with the largest supplier
accounted for 38%.

None of the Directors, their close associates or a
Shareholder (which to the knowledge of the Directors
owns more than 5% of the number of issued shares of
the Company) has an interest in any of our five largest
customers and suppliers.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as otherwise disclosed in this annual report, at no
time during the year ended 31 December 2020 was the
Company or any of its holding company, subsidiaries or
fellow 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 debentures of,
the Company or any other body corporate.

EVENT AFTER THE REPORTING PERIOD

Other than the matters outlined elsewhere in this
Annual Report, there have been no matters that have
occurred subsequent to 31 December 2020 which have
significantly affected, or may significantly affect the
Group’s operations, results or state of affairs in future
years.
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INDEPENDENT AUDITOR

The consolidated financial statements for the year
ended 31 December 2020 have been audited by Moore
Stephens CPA Limited (“Moore Hong Kong”), who will
retire at the conclusion of the AGM and offer themselves
for re-appointment. A resolution for the re-appointment
of Moore Hong Kong as the independent auditor of the
Company will be proposed at the forthcoming AGM.

On behalf of the Board

Lam Keung
Chairman and Chief Executive Officer
Hong Kong, 31 March 2021
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CORPORATE GOVERNANCE REPORT
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The Board of Directors is pleased to present the
corporate governance report for the Company for the
year ended 31 December 2020.

CORPORATE GOVERNANCE PRACTICES

The Company has adopted the principles and code
provisions according to the Corporate Governance Code
and Corporate Governance Report (the “CG Code”)
of Appendix 14 of the Listing Rules as the basis of the
Company’s corporate governance practices with effect
from the Listing Date.

The Company is committed to maintaining high
standards and has applied the Principles that are set out
in the CG Code as set out in Appendix 14 of the Listing
Rules. The Company’s corporate governance practices
are based on these Principles. The Board believes that
good corporate governance standards are essential
in contributing to the provision of a framework for the
Company to safeguard the interests of its shareholders,
enhance corporate value, formulate its business
strategies and policies, and enhance transparency and
accountability.

In the opinion of the Directors, the Company has
complied with all the code provisions of the CG Code
and to a large extent the recommended best practices
in the CG Code throughout the period from 1 January
2020 to 31 December 2020, except for the deviation
from code provision A.2.1 of the CG Code as described
below. The Company will continue to review and monitor
its corporate governance practices to ensure compliance
with the CG Code.
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Our Company complies or intends to comply with the CG
Code set out in Appendix 14 of the Listing Rules, save
for Code provision A.2.1 which requires that the roles
of chairman and chief executive officer be separated
and performed by different individuals. Mr. Lam is both
our Chief Executive Officer and Chairman. Our Board
believes that vesting the roles of both Chief Executive
Officer and Chairman in the same person has the benefit
of ensuring consistent leadership and efficient discharge
of executive functions within our Group. Our Group
considers that the balance of power and authority of
the present arrangement will not be impaired as during
the period the Board comprised six other experienced
and high-calibre individuals including three other
executive Directors and three independent non-executive
Directors who would be able to offer advice from
various perspectives. In addition, for major decisions
of our Group, the Board will make consultations with
appropriate Board committees and senior management.
Therefore, our Directors consider that the present
arrangement is beneficial to and in the interest of our
Company and our Shareholders as a whole and the
deviation from Code provision A.2.1 of the CG Code is
appropriate in such circumstance.

COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS

The Company has adopted written guidelines (the
“Written Guidelines”) on no less exacting terms than
the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) as set out in
Appendix 10 of the Listing Rules as its own code for
securities transactions by the Directors.

Having made specific enquiry of all Directors, all of them
have confirmed that they have complied with the Model
Code and the Written Guidelines throughout the Year.
No incident of non-compliance of the Written Guidelines
by the employees who are likely to be in possession
of inside information of the Company was noted by the
Company.

CORPORATE GOVERNANCE REPORT
EXREARE

AARETHA BB TCETRBD W &
TOAENCERERSTRD)  ETRIEX
FA2URERIN - ERE EFE RITHRAR
ATHRAEATNEALHE - RELTITT
BBHERER EFEHEAR-ALH
ETRAHEFEFENRNER —HEE
AR @BBITAREBAITHBEE - A&HE
R RRZHNEIRBETETIER
B RERAHHEEZFEEEAIIAEE
BREEMNTBHEBENAL  BEEM=S
WTEEMN-RBIFNTES  KFEEA
EENRHEARITENER o st BASK
BFHEXRE T H  EFERSREE
MEFSZESENeREREETEN
At EFERR/BANLTHENRLERE
ARR LB REBMDE  MRBE(ERE
SESFRDSFAMR X EA2ARELIBE R TE

EFESFXHINEETE

ARREEM—ERTENMERCEMARAD
Mk +RTE LB ITAZEFETESRS
IR EST A ([ERESFA D 2 REME @S
SI([EEESID  (FREFAFETRES
B STA -

ER2BESFLARBERR  2RBES
BARERAFE—HETEREETAILE
E$E5l c AAR L EERAIEREE ANAF
ARBEENEEFETETE@ESING
oL

BEEEMEERARF 20204 FH

49



CORPORATE GOVERNANCE REPORT
EREGRE

BOARD OF DIRECTORS
Roles and Responsibilities

The Group endeavours to enhance corporate efficiency
and profitability through the Board. The directors
recognise their collective and individual responsibility to
the shareholders and perform their duties diligently to
contribute to positive results for the Group and maximise
returns for shareholders. The Board’'s focus is on the
formulation of business strategy and policy, and control.
Matters reserved for the Board are those affecting the
Company’s overall strategic policies, finances and
shareholders. These include, but not limited to the
following:

— determining policy matters, business plans and
strategies, risk management, internal control,

— annual and quarterly financial forecast;

— preliminary announcements of interim and final
results, and interim and annual reports;

— dividend policy;

— major corporate activities such as material
acquisitions and capital expenditures; and

— Directors’ appointment, re-election and

recommendations.

Directors could seek independent professional advice
in performing their duties at the Company’s expense
and are encouraged to access and to consult with the
Company’s senior management independently.

The daily management, administration and operation
of the Group are delegated to the management. The
delegated functions and responsibilities are periodically
reviewed by the Board. Approval has to be obtained from
the Board prior to any significant transactions entered
into by the management.
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BOARD COMPOSITION

During the Year and up to the date of this annual report,
the Board comprises four executive Directors and three
INEDs. The composition of the Board is as follows:

Executive Directors

Mr. Lam Keung (Chairman and Chief Executive Officer)
Mr. Qing Haodong

Mr. Mai Lu

Ms. Cheng Yu Pik (appointed on 27 March 2020)

INEDs

Mr. Dan Kun Lei, Raymond
Mr. Wong Kwun Ho
Mr. Lai Man Shun

The biographical information of the Directors and
relationship between the Directors are set out in the
section headed “Directors and Senior Management”
on pages 18 to 28 of this annual report. There is no
other relationship including financial, business, family or
other material/relevant relationships among the Board
members.

Throughout the year and up to the date of this annual
report, the Board at all times met the requirements of
the Rules 3.10(1) and 3.10(2) of the Listing Rules relating
to the appointment of at least three independent non-
executive Directors, with at least one independent non-
executive Director possessing appropriate professional
qualifications or accounting or related financial
management expertise.

The Company also complied with Rule 3.10A of the
Listing Rules relating to the appointment of independent
non-executive Directors representing one-third of the
Board. Each of the independent non-executive Directors
has confirmed his or her independence during the
period from 1 January 2020 to 31 December 2020
pursuant to Rule 3.13 of the Listing Rules and the
Company considers each of them to be independent.
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Responsibilities, Accountabilities and
Contributions of the Board and Management

The Board is responsible for overseeing the Group’s
businesses, strategic decisions and performance and
is collectively promoting the success of the Company
by directing and supervising its affairs. The Board
takes decisions objectively in the best interests of the
Company.

The Chairman leads the Board to formulate corporate
mission, visions and policies of the Group and to ensure
that all Directors are properly briefed on issues.

All Directors, including INEDs, have brought a wide
spectrum of valuable business experience, knowledge
and professionalism to the Board for its efficient and
effective functioning.

All executive Directors actively involves in managing
the affairs of the Company with a good understanding
of the business, and play important roles in the daily
operations, whilst all INEDs participate in the Board
meetings and bring their independent views and
judgments on various issues.

INEDs provide the Group with a wide range of skills,
expertise and varied backgrounds and qualifications
through their regular attendance and active participation
at various committee meetings of the Company. They
bring independent opinion and judgment on the
strategy and policies to ensure that the interests of all
Shareholders are taken into account.

During the Year, each executive Director frequently met
and discussed with the management team in order to
maintain an effective feedback system and enable the
Group to react to changes or problems quickly and
efficiently. The Board shall review its arrangement on
delegation of responsibilities and authority regularly to
ensure that such delegations are appropriate in view
of the Company’s prevailing circumstances and that
appropriate reporting system is in place.

Each Director is free to seek advice from and has
access to the Company’s senior management team
independently.
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Board Proceedings

The Company adopts a practice to convene 5 Board
meetings in a financial year with intervals of not more
than four (4) months. Notices of not less than 14 days is
required to be given to all Directors and each Director is
invited to include matters in the agenda. The company
secretary of the Company (the “Company Secretary”)
assisted the Chairman in establishing the meeting
agenda. Detailed agenda and related meeting materials
were circulated to all Directors at least three days before
the date of the regular meetings.

Minutes were recorded in sufficient detail and draft
minutes have been circulated to all Board members
for comments. Finalised minutes were also sent to all
Directors for their records within reasonable time after
the meetings. All minutes were kept by the Company
Secretary and were open for inspection by Directors.

All Directors have been given the relevant guideline
materials regarding the duties and responsibilities of
being a Director, the relevant laws and regulations
applicable to the Directors and duty of disclosure
of interest. During the Year, the Board held five (5)
meetings, amongst other matters, considered and
approved the audited consolidated financial statements
of the Group for the Year 2019 and the unaudited
consolidated financial statements of the Group for the six
months ended 30 June 2020 and one (1) AGM was held.
Details of the attendance of the Directors are set out
below:
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Ms. Cheng Yu Pik Bl FBE 4+ 5/5 11
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Directors’ training and development

All Directors should keep abreast of the responsibilities
as a director of the Company and of the conduct and
business activities of the Company. The Company
is responsible for arranging suitable training for its
Directors. The Company has arranged for Directors to
attend a training session which place emphasis on the
roles, functions and duties of a listed company director,
as well as the latest development regarding the Listing
Rules and other applicable regulatory requirements.
All the Directors had also participated in appropriate
continuous professional development activities by
reading materials regarding regulatory updates and
corporate governance matters.

The Articles of Association contains provisions for the
appointment, re-election and removal of Directors as
follows:

Appointment of Directors

Article 83(2) provides that subject to the Articles of
Association and the Law, the Company may by ordinary
resolution elect any person to be a Director either to fill
a casual vacancy on the Board, or as an addition to the
existing Board.

Article 83(3) provides that the Directors shall have the
power from time to time and at any time to appoint any
person as a Director either to fill a casual vacancy on the
Board or as an addition to the existing Board.

Re-election of Directors

Article 83(3) also provides that any Director so appointed
by the Board to fill a casual vacancy shall hold office
until the first general meeting of the Company after
his appointment and be subject to re-election at such
meeting and any Director appointment 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.

Pursuant to the article 84(1), at each annual general
meeting one-third (1/3) of the Directors for the time being
(or, if their number is not a multiple of three (3), the
number nearest to but not less than one-third (1/3)) shall
retire from office by rotation provided that every Director
shall be subject to retirement at an annual general
meeting at least once every three years.
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Article 84(2) provides that a retiring Director shall be
eligible for re-election and shall continue to act as a
Director throughout the meeting at which he retires and
any further Directors so to retire shall be those of the
other Directors subject to retirement by rotation who
have been longest in office since their last re-election
or appointment and so that as between persons who
became or were last re-elected Directors on the same
day those to retire shall (unless they otherwise agree
among themselves) be determined by lot.

Removal of Directors

Under article 83(5), the members may, at any general
meeting and by an ordinary resolution, remove a Director
at any time before the expiration of his/her period of
office notwithstanding anything to the contrary in these
articles or in any agreement between the Company and
such Director (but without prejudice to any claim from
damage under any such agreement).

Remuneration of Directors and Senior
Management

The Directors’ remuneration for the year ended 31
December 2020 are set out in note 9 to the consolidated
financial statements.

Pursuant to code provision B.1.5 of the CG Code, the
remuneration of the members of the senior management
(other than the Directors) whose particulars are
contained in the section headed “Directors and Senior
Management” in this annual report for the year ended 31
December 2020 by band is set out below:
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Corporate Governance Functions

The Board is responsible for performing the following
corporate governance duties:

1.

to develop and review the Company’s policies
and practices on corporate governance and make
appropriate recommendations to the Board;

to review and monitor the training and continuous
professional development of Directors and senior
management;

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

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

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

CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

The chairman and chief executive officer of our
Company is Mr. Lam Keung. The reasons for the two
roles are being performed by the same individual are
set out in the paragraph headed “Corporate Governance
Practices” in this report.

56 Contel Technology Company Limited  Annual Report 2020

24
IIIIB

ia B e
BEBTUATERERBE

et

E 3
e

—_

%'JET&@E@K@EJE’]m%”iuBI%&
FHROYREESREHEE o

2. BRAREREERSREEENE
REEEXRER:

3. BRANMERARAETEILREER
ETHEANBRRRER:

4. HEF REMERERRNEERES
MITATRIRERFMIAE) &

5, BMAARBHTHNETERRER
ERMEMNKEER -

ERERITHAER

ARBNERERITRAEBMHRELEE - B
A-—ATREMBORAHIRA RS
XERERI B



BOARD COMMITTEES

The Board has established three (3) Board committees,
namely the Audit Committee, the Remuneration
Committee and the Nomination Committee. All the
committees are empowered by the Board under the
respective terms of reference of the Audit Committee,
the Remuneration Committee and the Nomination
Committee, which are posted on the respective
websites of the Stock Exchange and the Company and
are available for inspection by the Shareholders upon
request made to the Company Secretary. The Board
committees are provided with sufficient resources to
discharge their duties.

Audit Committee

The Audit Committee comprises all the INEDs, namely
Mr. Dan Kun Lei, Raymond, Mr. Lai Man Shun and Mr.
Wong Kwun Ho. Mr. Wong Kwun Ho is the chairman of
the Audit Committee.

The Board considers that each Audit Committee
member has extensive commercial experience and the
Audit Committee has a suitable expertise in various
businesses, financial and legal sectors and that the
composition and establishment of the Audit Committee
complies with the requirements under rule 3.21 of the
Listing Rules.

The primary duties of the Audit Committee are mainly (i)
to review and supervise the financial reporting process
and to oversee the audit process of the Group, (ii) to
oversee internal control procedures and corporate
governance of our Group, and (iii) to review risk
management and internal control systems of our Group.
It has the responsibilities and powers set forth in the
terms of reference.

The Audit Committee members shall meet at least twice
a year to consider the interim and final results prepared
by the Board.
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During the Year, the Audit Committee held two (2)
meetings to, among others, review and supervise
the financial reporting process and review the risk
management and internal control systems of the Group
and its audit-related matters. It had, in conjunction
with the management of the Company, reviewed the
Group’s audited consolidated financial statements for
the year ended 31 December 2019 and the unaudited
consolidated financial statements for the six months
ended 30 June 2020 and recommended the same to the
Board for their consideration and approval. The Audit
Committee was of the opinion that the preparation of
such results complied with the applicable accounting
standards and requirements and that adequate
disclosures had been made. The Audit Committee also
carried out and discharged its other duties as set out in
the CG Code.

The attendance of each INED at the Audit Committee
meetings is as follows:

RAFE  BZEZESRITMR)ADH
N(EFBEE)BRAREBRYKERBRER
EHNAEB ZRAREEMNANIEITHE
UREERBEEE HEEAQFERE
EBEEAANEEEREZ2019F12A310ILEE
MR BZEEMBERER RE E2020%6 7
S0RLEANEANAEEZEESTIERE
TRtmEESELHEBERR  UWEES
SEBMIE BREESRE  2FE
BEMREMAERETEERE  AE
ERFZEDHEE - BRZEGNETRET
REEERTAMBENEMEEES -

EBUFNTEESHFERZEST SR
BORET

No. of Attendance/
No. of Meetings

Members o= Eligible to Attend
EHE SEREHED

RN

Mr. Wong Kwun Ho BERRLEE 2/2
Mr. Dan Kun Lei, Raymond HMEELE 2/2
Mr. Lai Man Shun RERELE 2/2

The Audit Committee held 2 meetings on 27 March 2020
and 28 August 2020 to review and consider, among
other matters, the Group’s the audited consolidated
results for the year ended 31 December 2019 and interim
results for the six months ended 30 June 2020.

Remuneration Committee

The Remuneration Committee comprises all the three
independent non-executive Directors, namely Mr. Dan
Kun Lei, Raymond, Mr. Wong Kwun Ho and Mr. Lai Man
Shun (chairman).
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The primary duties of the Remuneration Committee
are mainly (i) to develop a transparent policy in
relation to remuneration; (ii) to review the remuneration
policy and the structure relating to all Directors and
senior management of the Group; (iii) to assess
performance of all Directors and review performance
based remunerations payable to Directors and
senior management of the Group; and (iv) to make
recommendations on other remuneration-related
arrangement, such as, housing allowance and bonuses
payable to Directors and senior management of the
Group.

During the Year, the Remuneration Committee held two
(2) meeting for reviewing and recommending the Board
of the remuneration and other benefits payable by the
Company to the Directors and senior management.

The attendance of each member of the Remuneration
Committee meeting is as follows:
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The Remuneration Committee held 2 meetings on 27
March 2020 and 28 August 2020 respectively and
considered certain remuneration-related matters of the
Directors and senior management.

Nomination Committee

The Nomination Committee currently comprises of one
executive Director, Mr. Lam Keung (chairman), and two
independent non-executive Directors, namely, Mr. Lai
Man Shun and Mr. Wong Kwun Ho.
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The primary duties of the Nomination Committee are
(i) to review the structure, size and composition of the
Board on a regular basis; (ii) to make recommendations
to our Board relating to the appointment, re-appointment;
(iii) to identify individuals suitably qualified to become
members of the Board; and (iv) to assess the
independence of our INEDs.

The Board has adopted the Board diversity policy
(the “Board Diversity Policy”) and the Nomination
Committee shall monitor the implementation of the
Board Diversity Policy and review the progress of its
measurable objectives from time to time.

A summary of the Board Diversity Policy, together with
the implementation are disclosed as below.

The Board Diversity Policy aims to set out the
approach to achieve and maintain diversity on the
Board in order to strengthen the performance of the
Board, promote effective decision-making and better
corporate governance and monitoring. To achieve a
sustainable and balanced development, the Company
encourages increasing diversity at the Board level as
an essential element in supporting the attainment of its
strategic objectives and its sustainable development.
In designing an appropriate composition of the Board,
the Board diversity has been considered from a number
of perspectives, including but not limited to gender,
age, culture and educational background, professional
experience, skills, knowledge and length of service. All
Directors appointment will be based on applicable merits
and candidates will be considered against objective
criteria, having due regard for the benefits of diversity on
the Board.

During the Year, the Nomination Committee held
one (1) meeting for, among other matters, reviewing
the structure, size and composition of the Board,
assessing the independence of INEDs and making
recommendation to the Board on the appointment or
re-appointment of Directors.
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The attendance of each member of the Nomination
Committee meeting during the Year is as follows:
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REZESEZISKERNEKEENEFEX
LN

No. of Attendance/
No. of Meeting

Members 8 Eligible to Attend
EHE SEBEHBN

EEDN

Mr. Lam Keung o8 o A 11
Mr. Lai Man Shun REELEE 11
Mr. Wong Kwun Ho BERREE 1/1

The Nomination Committee met on 31 March 2021 and
recommended the re-appointment of all the retiring
Directors at the forthcoming AGM after assessing their
contribution and performance based on the Nomination
Policy.

Nomination Policy

Where vacancies on the Board exist, the Nomination
Committee evaluates skills, knowledge and experience
required by the Board, and identifies if there are any
special requirements for the vacancy. The Nomination
Committee identifies appropriate candidates and
convenes Nomination Committee meeting to discuss
and vote in respect of the nominated Directors, and
recommends candidates for Directors to the Board.

The Nomination Committee considers candidates with
individual skills, experience and professional knowledge
that can best assist and facilitate the effectiveness of the
Board. The Nomination Committee takes the policy on
Board diversity of the Company into consideration when
it considers the balance of composition of the Board as a
whole.
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DIRECTORS’ RESPONSIBILITY
IN RESPECT OF THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for
preparing the consolidated financial statements of the
Group for the year ended 31 December 2020.

The statement of the independent auditor of the
Company about their reporting responsibilities and
opinion on the financial statements is set out in the
Independent Auditor’s Report on pages 81 to 87 of this
annual report.

INDEPENDENT AUDITOR’S
REMUNERATION

An analysis of the remuneration paid/payable to the
independent auditor of the Company, Moore Hong Kong,
in respect of audit services and other services for the
year ended 31 December 2020 is set out below:

EFHUMBERNEE

EERRATFZEEREAEEHEH E2020
F12A3MHEFENGEAEMERE -

ARABUZEMEREHTKEHRROE
BEELRERBARNAFRFESIESTA
BB B R E A -

15 31 2 S5 B BN &

HZE2020F12A31B It FERBZRBE X
HAa RGBT A AR E) B A% EE K
EFEENME o WEFI BT

Fee paid/

Service iR 5 payable
gt

FE + & H

Us$’000

FEXT

Annual audit services FEEZRG 102
Other services E b fr 7% 22
Total 4Bt 124
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RISK MANAGEMENT AND INTERNAL
CONTROL

The Board acknowledges its responsibility for
maintaining an adequate and effective risk management
and internal control systems to safeguard the interest
of the Company and the Shareholders and through the
Audit Committee, reviewing the effectiveness of such
systems on an annual basis.

Procedures have been set up for, inter alia, identifying,
analysing, categorizing, mitigating and monitoring
significant risks, and safeguarding assets against
unauthorized use or disposition, maintaining proper
accounting records and ensuring reliability of financial
information, ensuring compliance with relevant legislation
and regulations and protecting the interests of the
Shareholders. Such systems are designed to manage,
rather than eliminate the risk of failure to achieve
business objectives, and aims to provide a reasonable,
as opposed to an absolute assurance against material
misstatement or loss.

The Company does not have an internal audit
department. The Board will set up an internal audit
function in light of the size and nature of the Group’s
business. The need for an internal audit function will be
reviewed from time to time. Nevertheless, for the Year,
the Board has conducted a review of, and is satisfied
with, the effectiveness of the internal control systems
of the Group. The Board considers that the Group’s
risk management and internal control are adequate
and effective. The Board expects that a review of the
risk management and internal control systems will be
performed annually.

COMPANY SECRETARY

In compliance with Rule 3.28 of the Listing Rules, the
Company Secretary is a full time employee and has
the day-to-day knowledge of the Company’s affairs.
She is responsible for advising the Board on corporate
governance matters. For the year under review, the
Company Secretary confirmed that she has taken no
less than 15 hours of relevant professional training in
accordance with the requirement under Rule 3.29 of the
Listing Rules.
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DISCLOSURE OF INSIDE INFORMATION

The Group acknowledges its responsibilities under the
SFO, Chapter 571 of the laws of Hong Kong and the
Listing Rules and the overriding principle that inside
information should be announced immediately when it is
the subject of a decision. The procedures and internal
controls for the handling and dissemination of inside
information are as follows:

e the Group conducts its affairs with close regard to
the disclosure requirement under the Listing Rules
as well as the “Guidelines on Disclosure of Inside
Information” published by the Securities and Futures
Commission of Hong Kong in June 2012;

o the Group has implemented and disclosed its policy
on fair disclosure by pursuing broad, non-exclusive
distribution of information to the public through
channels such as financial reporting, public
announcements and its website;

o the Group has strictly prohibited unauthorized use
of confidential or inside information; and

e the Group has established and implemented
procedures for responding to external enquiries
about the Group’s affairs, so that only the executive
Directors, Company Secretary and investor relations
officers are authorized to communicate with parties
outside the Group.

DIVIDEND POLICY

The Company may distribute dividends by way of
cash or by other means that the Company consider
appropriate. Any proposed distribution of dividends
shall be determined by the Board and will be subject to
Shareholders’ approval. In deciding whether to propose
any dividend payout and/or determining the amount of
any dividend to be paid, the Board will take into account,
amongst other matters:

(a) the Group’'s actual and expected financial
performance;

(b) interests of shareholders of the Company;
(c) retained earnings and distributable reserves of the

Company and each of the other members of the
Group;
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(m)

the level of the Group’s debts to equity ratio, return
on equity and financial covenants to which the
Group is subject;

possible effects on the Group’s creditworthiness;

any restrictions on payment of dividends that may
be imposed by the Group’s lenders;

the Group’s expected working capital requirements
and future expansion plans;

liquidity position of the Group and any future
commitments at the time of declaration of dividend;

taxation considerations;

statutory and regulatory restrictions;

general business conditions and strategies;

general economic conditions, business cycle of
the Group’s business and other internal or external
factors that may have an impact on the business or
financial performance and position of the Company;

and

other factors that the Board deems appropriate.

The declaration and payment of dividends shall be
subject to all applicable laws and regulations including
but not limited to the Companies Ordinance (Chapter
622 of the Laws of Hong Kong) and the memorandum
and articles of association of the Company (the
‘“Memorandum and Articles”).

The Company will review its dividend policy from time
to time and reserves the right in its sole and absolute
discretion to update, amend and/or modify the dividend
policy at any time.
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SHAREHOLDERS’ RIGHTS

To safeguard shareholder interests and rights, a separate
resolution is proposed for each substantially separate
issue at general meetings, including the election of
individual directors. All resolutions put forward at general
meetings will be voted on by poll pursuant to the Listing
Rules and poll results will be posted on the respective
websites of the Stock Exchange and the Company after
each general meeting.

Convening an Extraordinary General Meeting by
Shareholders

Pursuant to article 58, any one or more Shareholders
holding at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the
Company shall at all times have the right, by written
requisition to the Board or Company Secretary, to require
an extraordinary general meeting to be called by the
Board for the transaction of any business specified in
such requisition.

Putting Forward Proposals at General Meetings

There are no provisions in the Articles of Association
or the Cayman Islands Companies Law for the
Shareholders to move new resolutions at general
meetings. Shareholders who wish to move a resolution
may request the Company to convene a general meeting
in accordance with the procedures set out in the
preceding paragraph.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board,
Shareholders may send written enquiries to the
Company. The Company will not normally deal with
verbal or anonymous enquiries.

Contact Details

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

Address: Unit A, 13/F, Block 1, Leader Industrial Centre,
188-202 Texaco Road, Tsuen Wan, N.T., Hong Kong
(For the attention of the Investor Relations Department)
Fax: + 852 2391 2422

Email: ir@conteltechnology.com
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For the avoidance of doubt, Shareholders must deposit
and send the original duly signed written requisition,
notice or statement, or enquiry (as the case may be) to
the above address and provide their full name, contact
details and identification in order to give effect thereto.
Shareholders’ information may be disclosed as required
by law.

COMMUNICATION WITH
SHAREHOLDERS AND INVESTORS/
INVESTOR RELATIONS

The Company considers that effective communication
with Shareholders is essential for enhancing investor
relations and investor understanding of the Company’s
business performance and strategies. The Company
endeavors to maintain an on-going dialogue with the
Shareholders and in particular, through annual general
meetings and other general meetings. At the annual
general meeting, Chairman and chairman of the Board
committees (or their delegates as appropriate) are
available to meet the Shareholders and answer their
enquiries.

The Company maintains a website at
www.conteltechnology.com as a communication platform
with the Shareholders and investors, where the financial
information and other relevant information of the Company
are available for public access.

CONSTITUTIONAL DOCUMENTS

During the Year, the Company has not made any
changes to its Memorandum and Articles. An up to date
version of the Memorandum and