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PKC GROUP APAC LIMITED

REPORT OF THE DIRECTORS

The directors present their report and the audited financial statements of the Company for the year ended
31 December 2019.

Principal activities
The principal activity of the Company during the year was investment holding.

Results
The Company’s loss for the year ended 31 December 2019 and its financial position at that date are set out
in the financial statements on pages 6 to 29,

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

Sanna Helena Raatikainen

Pankaj Mital

Wang Yigian (appointed on 24 April 2019)
Kenneth Alfred Rigsby Salter (resigned on 24 April 2019)

There being no provision in the Company’s Articles of Association for the retirement of directors by
rotation, all existing directors will continue in office for the ensuing year.

Directors’ interests

At no time during the year was the Company, its subsidiary or any of its holding companies or fellow
subsidiaries a party to any arrangement to enable the Company’s directors to acquire benefits by means of
the acquisition of shares in or debentures of the Company or any other body corporate.

Directors’ interests in transactions, arrangements or contracts

No director had a material interest, either directly or indirectly, in any transactions, arrangements or
contracts of significance to the business of the Company to which the Company, its subsidiary or any of its
holding companies or fellow subsidiaries was a party during the year.

Events after the reporting period
Details of the Company’s significant events after the reporting period are set out in note 17 to the financial
statements.




PK.C GROUP APAC LIMITED

REPORT OF THE DIRECTORS (continued)

Auditors
Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be proposed
at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Wang Yi Qian
Director

24 July 2020
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Independent auditor’s report
To the member of PKC Group APAC Limited
(Incorporated in Hong Kong with limited liability)

Opinion

We have audited the financial statements of PKC Group APAC Limited (the “Company™) set out on pages
6 to 29, which comprise the statement of financial position as at 31 December 2019, and the statement of
profit or loss and other comprehensive income, the statement of changes in equity and the statement of
cash flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial position of the Company
as at 31 December 2019, and of its financial performance and its cash flows for the year then ended in
accordance with the applicable Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”) relevant to these financial statements
and have been properly prepared in compliance with the Hong Kong Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs") and with
reference to Practice Note 820 (Revised), The Audit of Licensed Corporations and Associated Entities of
Intermediaries issued by the HKICPA. Our responsibilities under those standards are further described in
the Auditor’s responsibilities for the audit of the financial statements section of our report. We are
independent of the Company in accordance with the HKICPA’s Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical responsibilities in accordance with the

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

Information other than the financial statements and auditor’s report thereon
The directors are responsible for the other information. The other information comprises the information
included in the report of the directors.

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

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

Responsibilities of the directors for the financial statements

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

A member firm of Ernst & Youna Globat | imite



EYo

Building a better
working world

Independent auditor’s report (continued)
To the member of PKC Group APAC Limited
(Incorporated in Hong Kong with limited liability)

Responsibilities of the directors for the financial statements (continued)

In preparing the financial statements, the directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Company or to cease
operations or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Our report is made solely to you, as a body, in accordance with section 405 of the
Hong Kong Companies Ordinance, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

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

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

professional scepticism throughout the audit. We also:

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

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

o Evaluate the appropriateness of accounting policies used and the reasonableness of accountmg
estimates and related disclosures made by the directors.

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

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

A member firm of Ernst & Young Global Limited
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Independent auditor’s report (continued)
To the member of PKC Group APAC Limited
(Incorporated in Hong Kong with limited liability)

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

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

Certified Public Accountants
Hong Kong
24 July 2020

A member firm of Ernst & Young Global Limited



PKC GROUP APAC LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Year ended 31 December 2019

REVENUE

Other income

Administrative expenses

Impairment losses on an investment in a subsidiary
and a loan to a subsidiary

Impairment loss on an investment in a joint venture

Finance costs

LOSS BEFORE TAX
Income tax expense

LOSS AND TOTAL COMPREHENSIVE
LOSS FOR THE YEAR

Notes

2019 2018
HK$ HKS$
27,345,397 -
28,498,391 3,243,724
51,667,820)  ( 15,358,258)
28,882,078)  (  3,914,000)
- ( 4,557,054)
24.644206)  ( 22,906,952)
49350,316)  ( 43,492,540)
49350316)  ( 43,492,540)




PKC GROUP APAC LIMITED
STATEMENT OF FINANCIAL POSITION

31 December 2019

NON-CURRENT ASSETS
Investment in a subsidiary
[nvestments in joint ventures
Loan to a subsidiary

Total non-current assets

CURRENT ASSETS
Cash and cash equivalents

CURRENT LIABILITIES

Other payables and accruals

Due to the immediate holding company
Due to a subsidiary

Total current liabilities
NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Loans from the immediate holding company

Net liabilities

EQUITY
Share capital
Accumulated losses

Total equity

Pankaj Mital
Director

Notes 2019 2018
HK$ HKS$

8 - -
9 287,983,793 287,983,793
11 - 22,822,017
287,983,793 310,805,810

4,214,959 2,549,643

188,640 198,403

10 102,829,751 78,632,267
13,138,636 11,026,067

116,157,027 89,856,737

( 111,942,068) ( 87,307,094)
176,041,725 223,498,716

10 453,915,200 452,021,875
(277,873,475) ( 228,523,159)

12 500,000 500,000
(278,373,475) (229,023,159)
(277,873,475) (228,523,159)
Wan : Yl Qnan ...................................

Director




PKC GROUP APAC LIMITED
STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2019

At [ January 2018

Loss and total comprehensive loss for the year

At 31 December 2018 and at 1 January 2019

Loss and total comprehensive loss for the year

At 31 December 2019

Share
capital
HKS$

500,000

1

Accumulated Total
losses equity
HK$ HK$

(185,530,619) (185,030,619)

( 43,492,540) ( 43,492,540)

500,000

(229,023,159) (228,523,159)

( 49,350,316) ( 49,350,316)

500,000

(278,373,475) (277,873,475)




PKC GROUP APAC LIMITED
STATEMENT OF CASH FLOWS

Year ended 31 December 2019

Notes

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before tax
Adjustments for:

Finance costs

Bank interest income

Other interest income

Dividend income

Impairment losses on an investment in a subsidiary

and a loan to a subsidiary
Impairment loss on an investment in a joint venture

W W L A

w

Decrease in prepayments, deposits and
other receivables
Increase in an amount due to the immediate holding company
Increase in an amount due to a subsidiary
Decrease in other payables and accruals

Cash (used in)/generated from operations
Bank interest received
Dividend received

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Increase in investments in joint ventures

Increase in an investment in a subsidiary
Decrease/(increase) in loan to a subsidiary

Net cash flows used in investing activities

CASH FLOW FROM A FINANCING ACTIVITY
(Decrease)/increase in loans from the immediate
holding company

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year

CASH AND CASH EQUIVALENTS AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND CASH
EQUIVALENTS
Bank balances

2019 2018

HK$ HK$

( 49,350316)  ( 43,492,540)
24,644,206 22,906,952
( 1,491)  ( 9,700)
( 3,279,025) ( 3,234,024)
( 27,345,397) ;
28,882,078 3,914,000

. 4,557,054

( 26,449,945)  ( 15,358,258)
. 366,000
24,197,484 24,853,219
2,112,569 11,026,067

( 9,763)  ( 4,925)
( 149,655) 20,882,103
1,491 9,700
27,345,397 .
27,197,233 20,891,803

- ( 17,067,698)

( 27,345,397)  ( 3,914,000)
24,564,361 ( 19,587,993)
( 2,781,036)  ( 40,569,691)
( 22,750,881) 20,156,068
1,665,316 478,180
2,549,643 2,071,463
4,214,959 2,549,643
4,214,959 2,549,643




PKC GROUP APAC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2019

2.1

CORPORATE INFORMATION

PKC Group APAC Limited is a limited liability company incorporated in Hong Kong. The
registered office of the Company is located at Level 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong.

During the year, the Company was involved in the provision of management services to group
companies and investment holding.

The Company is a wholly-owned subsidiary of PKC Wiring Systems Oy, a company incorporated in
the Finland. In the opinion of the directors, the Company’s ultimate holding company is Motherson
Sumi Systems Limited, a company incorporated in India and listed on BSE and NSE in India.

BASIS OF PREPARATION

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

As the Company is a holding company that is a wholly-owned subsidiary of another body corporate,
it satisfies the exemption criteria set out in section 379(3)(a) of the Hong Kong Companies
Ordinance, and is therefore not required to prepare consolidated financial statements.

Given the above, these financial statements are not prepared for the purposes of compliance with
HKFRS 10 “Consolidated Financial Statements”, so far as the preparation of consolidated financial
statements of the Company and its subsidiaries (together, the “Group”) is concerned. In addition,
for the purposes of preparation of company level financial statements, investments in joint ventures
have not been accounted for using the equity method which would otherwise be required by HKAS
28 (2011) “Investments in Associates and Joint Ventures” in the preparation of the consolidated
financial statements and company level financial statements of a company that is not a holding
company. As a consequence, the financial statements do not give all the information required by
HKFRS 10 and HKAS 28 (2011) about the economic activities of the Group of which the Company
is the parent and investor. Furthermore, as these financial statements are prepared in respect of the
Company only, HKFRS 12 “Disclosure of Interests in Other Entities” does not apply to the financial
statements.

These financial statements have been prepared under the historical cost convention and are
presented in Hong Kong Dollars (“HK$”).

10



PKC GROUP APAC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2019

2.2

23

24

FUNDAMENTAL ACCOUNTING CONCEPT

These financial statements have been prepared on the going concern basis, notwithstanding the
Company had net current liabilities and net liabilities at the end of the reporting period, as the
immediate holding company of the Company has agreed not to demand the repayments of an
amount due to and loans from the immediate holding company until the Company is in a position to
do so and has agreed to provide adequate funds for the Company to meet its liabilities as and when
they fall due, so as to maintain it as a going concern for the foreseeable future.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Company has adopted the following revised HKFRSs for the first time for the current year’s
financial statements.

Amendments to HKFRS 9 Prepayment Features with Negative Compensation

HKFRS 16 Leases

HK(FRIC)-Int 23 Uncertainty over Income Tax Treatments

Annual Improvements Amendments to HKFRS 3, HKFRS 11, HKAS 12 and
2015-2017 Cycle HKAS 23

The adoption of the above revised HKFRSs has had no significant impact on these financial
statements.

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The Company has not applied any of the new and revised HKFRSs, that have been issued but are
not yet effective for the accounting year ended 31 December 2019, in these financial statements.

Amendments to HKAS 1 Definition of Material'
and HKAS 8

' Effective for annual periods beginning on or after 1 January 2020

Amendments to HKAS 1 and HKAS 8 provide a new definition of material. The new definition
states that information is material if omitting, misstating or obscuring it could reasonably be
expected to influence decisions that the primary users of general purpose financial statements make
on the basis of those financial statements. The amendments clarify that materiality will depend on
the nature or magnitude of information. A misstatement of information is material if it could
reasonably be expected to influence decisions made by the primary users, The Company expects to
adopt the amendments prospectively from 1 January 2020. The amendments are not expected to
have any significant impact on the Company’s financial statements.

11



PKC GROUP APAC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2019

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Subsidiaries

A subsidiary is an entity (including a structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Company is exposed, or has rights, to variable returns from
its involvement with the investee and has the ability to affect those returns through its power over
the investee (i.c., existing rights that give the Company the current ability to direct the relevant
activities of the investee).

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

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

(b)  rights arising from other contractual arrangements; and

(¢)  the Company’s voting rights and potential voting rights.

The results of subsidiaries are included in the Company’s profit or loss to the extent of
dividends received and receivable. The Company’s investments in subsidiaries are stated at cost
less any impairment losses.

Investments in joint ventures

A joint venture is a type of joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the joint venture. Joint control is the contractually
agreed sharing of control of an arrangement, which exists only when decisions about the relevant
activities require the unanimous consent of the parties sharing control.

The result of joint ventures are included in the Company’s statement of profit or loss to the extent of
dividends received and receivable. The Company’s investment in an associate is treated as a non-
current asset and is stated at cost less any impairment losses.

Impairment of non-financial assets

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

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. In assessing value-in-use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss is charged to profit or loss in the
period in which it arises in those expense categories consistent with the function of the impaired
asset.

An assessment is made at the end of each reporting period as to whether there is an indication that
previously recognised impairment losses may no longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated. A previously recognised impairment loss of
an asset is reversed only if there has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount higher than the carrying amount that would
have been determined had no impairment loss been recognised for the asset in the prior years.

12



PKC GROUP APAC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2019

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of non-financial assets (continued)

A reversal of such 1mpanment loss is credited to profit or loss in the peuod in which it arises, (only
if there are revalued assets in the financial statements) unless the asset is carried at a revalued
amount, in which case the reversal of the impairment loss is accounted for in accordance with the
relevant accounting policy for that revalued asset.

Related parties
A party is considered to be related to the Company if:

(a) the party is a person or a close member of that person’s family and that person

1) has control or joint control over the Company;

(i1) has significant influence over the Company; or

(iif)  is a member of the key management personnel of the Company or of a parent of the
Company;

or

(b)  the party is an entity where any of the following conditions applies:

Q) the entity and the Company are members of the same group;

(ii) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary
or fellow subsidiary of the other entity);

(i) the entity and the Company are joint ventures of the same third party;

(iv)  one entity is a joint venture of a third entity and the other entity is an associate of the
third entity;

v) the entity is a post-employment benefit plan for the benefit of employees of either the
Company or an entity related to the Company;

(vi)  the entity is controlled or jointly controlled by a person identified in (a);

(vii)  a person identified in (a)(i) has significant influence over the entity or is a member of
the key management personnel of the entity (or of a parent of the entity); and

(viif)  the entity, or any member of a group of which it is a part, provides key management
personnel services to the Company or to the parent of the Company.

Leases (applicable from 1 January 2019)

The Company assesses at contract inception whether a contract is, or contains, a lease. A contract is,
or contains, a lease if the contract conveys the right to control the use of an identified asset fora
period of time in exchange for consideration.

Company as a lessee

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

(a) Right-of-use assets
Right-of-use assets are recognised at the commencement date of the lease. Right-of-use assets
are measured at cost, less any accumulated depreciation and any impairment losses, and adjusted
for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of
lease liabilities recognised, initial direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received.

13



PKC GROUP APAC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2019

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (applicable from 1 January 2019) (continued)

Company as a lessee (continued)

(b) Lease liabilities
Lease liabilities are recognised at the commencement date of the lease at the present value of
lease payments to be made over the lease term. The lease payments include fixed payments
less any lease incentives receivable, variable lease payments that depend on an index or a rate,
and amounts expected to be paid under residual value guarantees.

(c) Short-term leases and leases of low-value assets
The Company applies the short-term lease recognition exemption to its short-term leases of
machinery and equipment (that is those leases that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option). It also applies the recognition
exemption for leases of low-value assets to leases of office equipment and laptop computers that
are considered to be of low value.

Lease payments on short-term leases and leases of low-value assets are recognised as an expense
on a straight-line basis over the lease term.

Company as a lessor
When the Company acts as a lessor, it classifies at lease inception each of its leases as either an
operating lease or a finance lease.

Leases in which the Company does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. When a contract contains lease and non-lease
components, the Company allocates the consideration in the contract to each component on a relative
stand-alone selling price basis. Rental income is accounted for on a straight-line basis over the lease
terms and is included in revenue in the statement of profit or loss due to its operating nature. Initial
direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount
of the leased asset and recognised over the lease term on the same basis as rental income. Contingent
rents are recognised as revenue in the period in which they are earned.

Leases that transfer substantially all the rewards and risks and rewards incidental to of ownership of an
underlying assets to the lessee Company, other than legal title, are accounted for as finance leases.

Leases (applicable before 1 January 2019)

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement and requires an assessment of whether the fulfilment of the arrangement is dependent
on the use of a specific asset and whether the arrangement conveys a right to use the asset.

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor
are accounted for as operating leases. Rentals payable under the operating leases are charged to
profit or loss on the straight-line basis over the lease terms.

14



PKC GROUP APAC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2019

2.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets
Initial recognition and measurement
Financial assets are classified, at initial recognition, as subsequently measured at amortised cost.

The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Company’s business model for managing them. With
the exception of trade receivables that do not contain a significant financing component or for which
the Company has applied the practical expedient of not adjusting the effect of a significant financing
component, the Company initially measures a financial asset at its fair value, plus transaction costs.
Trade receivables that do not contain a significant financing component or for which the Company
has applied the practical expedient are measured at the transaction price determined under HKFRS
15 in accordance with the policies set out for “Revenue recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair value through
other comprehensive income, it needs to give rise to cash flows that are solely payments of principal
and interest (““SPPI”) on the principal amount outstanding.

The Company’s business model for managing financial assets refers to how it manages its financial
assets in order to generate cash flows. The business model determines whether cash flows will
result from collecting contractual cash flows, selling the financial assets, or both.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the
date that the Company commits to purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the period generally
established by regulation or convention in the marketplace.

Subsequent measurement

Financial assets at amortised cost are subsequently measured using the effective interest method and
are subject to impairment. Gain and losses are recognised in the statement of profit or loss when the
asset is derecognized, modified or impaired.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar

financial assets) is primarily derecognised (i.e., removed from the statement of financial position)

when:

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

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

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

15



PKC GROUP APAC LIMITED

NOTES TO FINANCIAL STATEMENTS

31 December 2019

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Derecognition of financial assets (continued)

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration
that the Company could be required to repay.

Impairment of financial assets

The Company recognises an allowance for expected credit losses (“ECLs”) for all debt instruments
not held at fair value through profit or loss. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that the Company
expects to receive, discounted at an approximation of the original effective interest rate. The
expected cash flows will include cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.

General approach

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

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

The Company may also consider a financial asset to be in default when internal or external
information indicates that the Company is unlikely to receive the outstanding contractual amounts in
full before taking into account any credit enhancements held by the Company. A financial asset is
written off when there is no reasonable expectation of recovering the contractual cash flows.

Financial assets at amortised cost are subject to impairment under the general approach and they are
classified within the following stages for measurement of ECLs except for trade receivables and
contract assets which apply the simplified approach as detailed below.

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

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

Stage 3 — Financial assets that are credit-impaired at the reporting date (but that are not purchased
or originated credit-impaired) and for which the loss allowance is measured at an
amount equal to lifetime ECLs
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2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of financial assets (continued)

Simplified approach

For trade receivables and contract assets that do not contain a significant financing component or
when the Company applies the practical expedient of not adjusting the effect of a significant
financing component, the Company applies the simplified approach in calculating ECLs. Under the
simplified approach, the Company does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The Company has established a provision
matrix that is based on its historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.

Financial liabilities
Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as loans and borrowings.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings,
net of directly attributable transaction costs.

Subsequent measurement

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

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

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or
cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and a recognition of a new liability,
and the difference between the respective carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and
there is an intention to settle on a net basis, or to realise the assets and settle the liabilities
simultaneously.
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2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid investments that are readily convertible into
known amounts of cash, are subject to an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired, less bank overdrafts which are repayable
on demand and form an integral part of the Company’s cash management.

For the purpose of the statement of financial position, cash and cash equivalents comprise cash on
hand and at banks, including term deposits, and assets similar in nature to cash, which are not
restricted as to use.

Provisions

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

When the effect of discounting is material, the amount recognised for a provision is the present
value at the end of the reporting period of the future expenditures expected to be required to settle
the obligation. The increase in the discounted present value amount arising from the passage of time
is included in profit or loss.

Income tax
Income tax comprises current and deferred tax. Income tax relating to items recognised outside
profit or loss is recognised either in other comprehensive income or directly in equity.

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

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

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

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

Income tax (continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting period.

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

Revenue recognition

Other income

Interest income is recognised on an accrual basis using the effective interest method by applying the
rate that exactly discounts the estimated future cash receipts over the expected life of the financial
instrument or a shorter period, when appropriate, to the net carrying amount of the financial asset.

Dividend income

Dividend income is when the right to receive payment has been established, it is probable that the
economic benefits associated with the dividend will flow to the Company and the amount of the
dividend can be measured reliably.

Foreign currency transactions

These financial statements are presented in HK$, which is the Company’s functional currency.
Foreign currency transactions are initially recorded using the functional currency rates prevailing at
the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are
translated at the functional currency rates of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary items are recognised in profit or loss.
Non-monetary items that are measured in terms of historical cost in foreign currencies are translated
using the exchange rates at the dates of the initial transactions.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

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

Judgements
In the process of applying the Company’s accounting policies, management has made the following

Jjudgements, apart from those involving estimations, which have the most significant effect on the
amounts recognised in the financial statements:

Adoption of the going concern basis

In assessing whether the going concern basis is appropriate in the preparation of these financial
statements, the directors of the Company have considered a wide range of factors relating to the
sufficiency of the Company's financial resources/financial support to satisfy its working capital and
other financing requirements for the foreseeable future, including, inter alia, the current and
expected future financial resources of the Company and financial support available to the Company
to satisfy themselves the appropriateness of the going concern basis.

Estimation uncertainty

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

Impairment of non-financial assets

The Company assesses whether there are any indicators of impairment for all non-financial assets at
the end of each reporting period. Non-financial assets with finite useful lives are tested for
impairment when there are indicators that the carrying amounts may not be recoverable. An
impairment exists when the carrying value of an asset or a cash-generating unit exceeds its
recoverable amount, which is the higher of its fair value less costs of disposal and its value in use.
The calculation of the fair value less costs of disposal is based on available data from binding sales
transactions in an arm’s length transaction of similar assets or observable market prices less
incremental costs for disposing of the asset. When value in use calculations are undertaken,
management must estimate the expected future cash flows from the asset or cash-generating unit and
choose a suitable discount rate in order to calculate the present value of those cash flows.
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3. REVENUE AND OTHER INCOME

Revenue represented dividend income received or receivable from the joint ventures during the year.

An analysis of other income is as follows:

Bank interest income

Interest income on loans to a subsidiary

Exchange gain

Reversal of impairment loss of a loan from subsidiary

4. FINANCE COSTS

Interest on loans from the immediate holding company

5. LOSS BEFORE TAX

The Company’s loss before tax is arrived at after charging:

Auditor’s remuneration

Foreign exchange differences, net

Minimum lease payments under operating leases

Impairment losses on an investment in a subsidiary
and a loan to a subsidiary

Impairment loss on an investment in a joint venture
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2019 2018

HK$ HK$

1,491 9,700
3,279,025 3,234,024
2,720,388 -
22,497,487 -
28,498,391 3,243,724
2019 2018

HK$ HK$
24,644,206 22,906,952
2019 2018

HK$ HKS$
66,500 69,840

- 780,482

- 1,281,000
28,882,078 3,914,000
- 4,557,054
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6. DIRECTORS’ REMUNERATION

Directors’ remuneration for the year, disclosed pursuant to section 383(1)(a) of the Hong Kong
Companies Ordinance and Part 2 of the Hong Kong Companies (Disclosure of Information about
Benefits of Directors) Regulation, is as follows:

2019 2018

HKS$ _ HK$

Fees - -
Other emoluments:

Salaries and other benefits - 3,228,040

- 3,228,040

. INCOME TAX

No provision for Hong Kong profits tax has been made as the Company did not generate any
assessable profits arising in Hong Kong during the year (2018: Nil)

A reconciliation of the tax credit applicable to loss before tax at the Hong Kong statutory rate to the
tax credit at the Company’s effective tax rate is as follows:

2019 2018

HK$ HKS$
Loss before tax (49,350,316) (43,492,540)
Tax credit at the Hong Kong statutory tax rate of 16.5%

(2018: 16.5%) ( 8,142,802) ( 7,176,269)
Income not subject to tax ( 4,512,236) ( 535,215)
Expenses not deductible for tax 4,765,543 1,401,306
Tax losses not recognised 7,889,495 6,310,178

Tax amount at the Company’s effective tax rate - -
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8. INVESTMENT IN A SUBSIDIARY

Unlisted investment, at cost
Less: Impairment

Particulars of the subsidiary are as follows:

Place of

incorporation/

registration

Name and business

PKC Vehicle Technology People’s Republic
(Suzhou) Co., Ltd* of China (“PRC”Y
Mainland China

*  Audited by Ernst & Young, Suzhou, China.

2019
HK$

81,720,097
(81,720,097)

Percentage

of equity

Issued directly
share attributable to
capital the Company
2019 2018

CNY

2018
HK$

54,374,700
( 54,374,700)

Principal
activities

68,363,395 100 100 Sales, manufacturing,

research and
development of
wiring systems in
the PRC

* Full impairment was recognised for an unlisted investment in a subsidiary with a carrying
amount before provision for impairment of HK$81,720,097 as at 31 December 2019
(2018: HK$54,374,700). There were certain indicators of impairment for the investment and an
impairment was made based on an assessment of the recoverable amount of the investment at
the end of the reporting period. The recoverable amount of the investment is its value-in-use,
which reflects management’s estimate of the expected future cash flows from the investment
based on its future prospects and development plan. During the current year, an additional
impairment of HK$27,345,397 (2018: HK$3,914,000) was made in respect of the investment in

the subsidiary.
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9. INVESTMENTS IN JOINT VENTURES

Unlisted investments, at cost
Less: Impairment

Particulars of the joint ventures are as follows:

Particulars of

Name issued shares held

Jiangsu Huakai-PKC
Wire Harness Co., Ltd.

Ordinary shares

PKC Vehicle Technology Ordinary shares
(Hefei) Co., Ltd.

Hubei Zhengao PKC
Automotive Wiring
Company Ltd.

Ordinary shares

Place of
registration
and business

PRC/
Mainland China

PRC/
Mainland China

PRC/
Mainland China
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2019 2018

HK$ HK$

302,460,872 302,460,872

( 14,477,079) ( 14,477,079)

287,983,793 287,983,793
Percentage
of ownership
interest

attributable Principal

to the Company activities
2019 2018

50 (] Sales,

manufacturing,

research and

development of

automobile wire

harness

50 50 Design

develop, and

manufacturing

of wire harness

40 40 Sales,

manufacturing,
research and
development of
automobile wire
harness
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10.

1.

12.

13.

AMOUNT DUE TO AND LOANS FROM THE IMMEDIATE HOLDING COMPANY

The amount due to the immediate holding company is unsecured, interest-free and repayable on
demand except for the interest payable of HK$24,644,206 (2018: HK$23,728,661) which is payable
semi-annually.

The loans from the immediate holding company with an aggregate principal amount of

HK$453,915,200 (2018: HK$ 452,021,875) are unsecured, bear interest at 3.46% - 9.68% (2018:
3.46% - 9.68%) per annum and are repayable within 5 years.

LOAN TO A SUBSIDIARY

In the prior year, the loan to a subsidiary are unsecured, interest-bearing at 4.34% - 8.28% per
annum, and repayable within 5 years,

At 31 December 2019, an impairment loss of HK$1,536,681 (2018: Nil) was recognised in respect
of the loan to a subsidiary.

SHARE CAPITAL
2019 2018
HK$ HK$
Issued and fully paid:
500,000 (2018: 500,000) ordinary shares 500,000 500,000

NOTE TO THE STATEMENT OF CASH FLOWS

Changes in a liability arising from a financing activity

Loans from
the immediate holding

company

HK$

At 1 January 2018 408,958,855
Changes from financing cash flows 43,063,020
At 31 December 2018 and 1 January 2019 452,021,875
Changes from financing cash flows 1,893,325
At 31 December 2019 453,915,200
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14.

15.

RELATED PARTY TRANSACTIONS

(@)

(b)

In addition to the transactions, arrangements and balances detailed elsewhere in these financial
statements, the Company had the following transactions with related parties during the year:

Notes 2019 2018
HKS$ HK$
Interest income from a subsidiary (i) 3,279,025 3,234,024
Interest expenses charged by the
immediate holding company (ii) 24,644,206 22,906,952
Management services fee charged by
a subsidiary (iii) 51,203,730 11,026,067
Notes:
(1) The interest income from a subsidiary arose from loans due therefrom, details of
which, including terms, are included in note 11 to the financial statements.
(i) The interest expenses charged by the immediate holding company arose from loans

due thereto, details of which, including terms, are included in note 10 to the financial

statements.

(iii)  The management services fee charged by a subsidiary was based on terms mutually

agreed between both parties.

There is no compensation paid to the key management personnel of the Company in respect of

their services rendered to the Company during the year (2018: Nil).

FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the reporting
period are as follows:

Financial assets

2019
HK$

Financial assets at amortised cost;
Cash and cash equivalents 4,214,959
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2018
HK$

2,549,643
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15. FINANCIAL INSTRUMENTS BY CATEGORY (continued)

Financial liabilities

2019 2018
HKS$ HKS$
Financial liabilities at amortised cost:

Other payables and accruals 188,640 198,403
Due to the immediate holding company 102,829,751 78,632,267
Due to the subsidiary 13,138,636 11,026,067
Loans from the immediate holding company 453,915,200 452,021,875
570,072,227 541,878,612

16. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s principal financial instruments comprise cash and cash equivalents. The Company
has various other financial assets and liabilities such as loans to a subsidiary, a deposit, financial
liabilities included in other payables and accruals, loans from the immediate holding company and
balances with the immediate holding company, which mainly arise directly from its operations.

Management reviews and agrees policies for managing the risks arising from the Company’s
financial instruments. The main risks arising from the Company’s financial instruments and policies

for managing each of these risks are summarised below.

Foreign currency risk

The Company has transactional currency exposures. Such exposures arise from other income

generated and finance costs incurred in denominated currencies other than the Company’s functional
currency. Majority of the Company’s funding, other income and expenses are denominated in either
United stated dollars (“USD”) or HK$ (the Company’s functional currency). As HKS$ are pegged to
USD, the Company does not anticipate significant movements in the USD to HK$ exchange rate,
accordingly, management considers that the Company’s foreign currency risk is minimal.

Credit risk

The credit risk of the Company’s other financial assets, which comprise cash and cash equivalents,
and a deposit, arises from default of the counterparty, with a maximum exposure equal to the
carrying amounts of these instruments.
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16.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Liquidity risk

The Company’s objective is to ensure there are adequate funds to meet commitments associated
with its financial liabilities. Cash flows of the Company are closely monitored by senior
management on an ongoing basis.

The maturity profile of the Company’s financial liabilities as at the end of the reporting period,
based on the contractual undiscounted payments, is as follows:

2019

Less than
On demand I year Total
HK$ HKS$ HK$
Other payables and accruals - 188,640 188,640
Due to the immediate holding company 102,829,751 - 102,829,751
Due to the subsidiary 13,138,636 - 13,138,636
" Loans from the immediate holding company 453,915,200 - 453,915,200
569,883,587 188,640 570,072,227

2018

Less than
On demand I year Total
HK$ HK$ HK$
Other payables and accruals - 198,403 198,403
Due to the immediate holding company 78,632,267 - 78,632,267
Due to the subsidiary 11,026,067 - 11,026,067
Loans from the immediate holding company 452,021,875 - 452,021,875
541,680,209 198,403 541,878,612

Capital management

The primary objectives of the Company’s capital management are to safeguard the Company’s
ability to continue as a going concern and to maintain healthy capital ratios in order to support its
operations and maximise shareholder’s value.

The Company manages its capital structure and makes adjustments to it, in light of changes in
economic conditions and business strategy. To maintain or adjust the capital structure, the
Company may return capital to sharcholder or issue new shares. The Company is not subject to any
externally imposed capital requirements. No significant changes were made in the objectives,
policies or processes for managing capital during the years ended 31 December 2019 and 31
December 2018.

Capital of the Company comprises all components of shareholder’s equity.
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17.

18.

EVENTS AFTER THE REPORTING PERIOD

The coronavirus (“COVID-19”) outbreak occurred at a time close to the reporting date and the
condition has continued to evolve throughout the time line crossing 31 December 2019. The
Company has considered all available information about the nature and the timeline of the outbreak,
and measures taken and have concluded, that the COVID-19 outbreak was a non-adjusting
subsequent event for the Company and cannot be reflected in the assets and liabilities of the
Company as at 31 December 2019,

Given the uncertainty around the extent and timing of the potential future spread or mitigation of the

COVID-19, the Company cannot at this stage reasonably estimate the impact on its future results of
operations and cash flows,

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on
24 July 2020.
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