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Details of the reporting period and the previous corresponding period

Reporting period: January 1, 2021 to December 31, 2021
Prior corresponding period: January 1, 2020 to December 31, 2020

Results for announcement to the market

Key information

(HK$) Year ended Year ended % Change
December 31, December 31,
2021 2020
Revenue from  ordinary 156,598,239 218,453,159 -28%
operations
Profit/(Loss) after income 896,702 (39,542,001) -102%
tax expense
Total comprehensive loss (1,859,100) (37,891,757) -95%
attributable to owners of the
Company
Dividends

No dividends have been paid nor are any dividends proposed to be paid.

Consolidated Statement of Comprehensive Income
Please refer to Appendix 1 — page 1
Consolidated Statement of Financial Position
Please refer to Appendix 1 - page 2
Consolidated Statement of Changes in Equity
Please refer to Appendix 1 — page 4
Consolidated Statement of Cash Flows

Please refer to Appendix 1 - page 5

Additional dividend information

The Company has not declared any dividends.
Dividend reinvestment plan

The Company has no dividend reinvestment plan.
Net tangible asset backing

Net tangible asset backing per ordinary share at:

December 31, 2021 (HK$14.6 cents)
December 31, 2020 (HK$15.3 cents)
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At December 31, 2021, there were 615,250,000 shares in issue, which would convert to a
net asset backing of loss HK$11.4 cents per share (December 31, 2020: HK$11.1 cents per
share).

Controlled entities acquired or disposed of

No controlled entities is being acquired or disposed of during the year.
Associates and joint venture entities

During the year, ECG had equity accounted for the interest in joint ventures.
Other significant information

Other than the details disclosed herein, there is no other information that needs to be
disclosed to investors.

Foreign entities
The reports have been prepared under the Hong Kong Financial Reporting Standards.
Commentary on the operations and results

The results were primarily driven by new revenue streams resulting from early success of
the Group’s new technology-centric strategy, streamlining of key business centres, and
continued implementation of operational efficiencies, resulting in cash-profitability across all
key business lines.

The Group achieved a 21% increase in EBITDA to HK$9.2 million (FY20: HK$7.6 million).

The FY21 statutory net profit of HK$0.9 million (FY20: net loss of HK$39.5 million)
represented an important step forward for the business and demonstrates the success of
the Group’s ongoing restructure.

The Group’s first net profit in FY21 was underpinned by the trading and distribution (T&D)
business, with the shift to new product categories and the launch of JJX leading to strong
improvements, and subsequently the division’s first EBITDA profit. This division accounted
for 45% of total Group revenue (FY20: 53%) with an EBITDA profit HK$2.5 million, a
significant improvement over FY20 (FY20 EBITDA loss: HK$0.1 million).

In the offline T&D business, relating to the trading of goods to offline retail operators across
China, removal of product lines that had minimal profit contributions (i.e. Wine,
Confectionary, and Private-Label products), and clearing overstock from previous years led
to a fall in revenue and gross profit margin, but an improvement in EBITDA offset by new
product mix (i.e. mother and baby products), reduce the loss to HK$5.1 million. Revenue
also fell as the Group shifted facilitation of traditional B2B trading to the JJX B2B digital
platform.

The online T&D business, pertaining to sales of contracted consumer products on
eCommerce platforms including Alibaba’s Tmall and JD.com, as well as the new 1JX B2B
trading platform, experienced a fall in revenue, primarily due to shifting product mix to
higher margin products and removing high volume products that generated lower margins.
Trades conducted via the JJX platform continue to grow month-over-month as the Group
shifts facilitation of offline trading to the platform. The online T&D business delivered a

3
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positive EBITDA result of HK$7.6 million (FY20: profit of HK$6.0 million), growing 27%,
growth expected to continue in 2022 and onwards.

The Group’s joint venture business in Viethnam and Cambodia, ABG, achieved strong sales
of Blackmore’s baby formula in region, contributing positively to the Group’s bottom line.
This growth is foreseen to continue as the portfolio of exclusive products from China to
Southeast Asia is expanded in 2022.

The eCommerce-services business recovered in the second half, and although full year
revenue was lower than FY20, falling to HK$83.6 million (FY20: HK$100.8 million), EBITDA
of the overall function increased by 1% to HK$14.9 million (FY20: HK$14.8 million).

Amblique’s business in Australia generated HK$10.2 million in EBITDA, 16% less than 2020
(FY20: HK$12.2 million), mainly driven from the loss of revenue from the reseller agreement
with Salesforce Commerce Cloud. However, the business outperformed forecasts as it saw
both stronger demand in eCommerce project implementation and enhancements needed by
Australian retailers, as well as from brands willing to invest more in their online business as
online sales accelerated at a faster pace than offline retail.

Statement as to the audit status

The report is based on accounts which are in the process of being audited. The Company
expects that the audit, when completed, will result in an unqualified audit opinion.



Appendix1

eCARGO HOLDINGS LIMITED
CONSOLIDATED FINANCIALSTATEMENTS
FORTHEYEARENDED

31 DECEMBER 2021



eCARGO HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FORTHEYEARENDED 31 DECEMBER 2021

Revenue
Cost of sales

Gross profit
Selling and distribution expenses

Administrative expenses
Research and development expenses

Net impairment losseson financial assetsand contract

assets
Otherincome
Other (losses)/gains —net

Financeincome
Finance expense

Finance expense —net

Share of results of joint ventures
Provision forimpairment of intangible assets

Profit/(loss) beforeincome tax
Income tax credit/(expense)

Profit/(loss) for theyear
Other comprehensive (loss)/income

Itemthat may be reclassified to profitor loss
Currency translation differences

Total comprehensivelossfor the year

Earnings/(loss) per share for profit/(loss)

attributable to owners of the Company
- Basicand diluted (HK cents per share)

Note

)}

3.1
10
10

11
11

11

17
15

12

13

2021 2020

HK$ HK$
156,598,239 218,453,159
(67,986,855)  (149,178,094)
88,611,384 69,275,065

(11,067,420)
(77,590,203)

(12,704,956)
(61,687,169)

(2,712,690) (1,552,743)
(16,122) (145,683)
5,118,130 5,958,328
(1,556,896) 337,416
786,183 (519,742)
10,964 18,614
(2,911,679) (5,240,550)
(2,900,715) (5,221,936)
2,791,027 1,347,000
- (33,511,315)
676,495 (37,905,993)
220,207 (1,636,098)
896,702 (39,542,091)
(2,755,802) 1,650,334
(1,859,100) (37,891,757)
0.15 (6.43)

The above consolidated statement of comprehensive income should be read in conjunction with the

accompanying notes.
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eCARGO HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2021
Note 2021 2020
HK$ HK$
Assets
Non-current assets
Property, plantand equipment 14(a) 660,912 638,925
Right-of-use assets 14(b) 1,859,848 5,194,936
Intangible assets 15 19,803,231 26,141,487
Interests in joint ventures 17 2,856,736 529,486
Deferredincome taxassets 24 1,900,079 3,235,493
Deposits 21 412,619 435,245
27,493,425 36,175,572
Current assets
Inventories 19 2,820,453 6,289,302
Trade receivables 20 22,205,126 23,943,848
Contract assets 5 1,630,638 3,572,276
Prepayments, deposits and other receivables 21 5,246,438 5,333,657
Amountsdue from related parties 29 4,648,375 1,568,397
Income tax receivables 144,809 -
Cash and cash equivalents 22 32,644,769 48,677,017
69,340,608 89,384,497
Total assets 96,834,033 125,560,069
Equity and liabilities
Equity attributable to owners of the Company
Share capital 25 427,820,968 427,820,968
Currency translationreserve (4,042,261) (1,286,459)
Accumulated losses (493,802,416) (494,699,118)
Total deficit (70,023,709) (68,164,609)




eCARGO HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

AS AT 31 DECEMBER 2021

Liabilities
Non-currentliabilities
Deferredincome taxliabilities
Leaseliabilities
Otherpayables
Amountdueto arelated party
Shareholder’sloan

Currentliabilities

Trade payables

Contract liabilities
Otherpayablesand accruals
Amountsduetorelated parties
Put optionliabilities
Leaseliabilities
Bankborrowings

Income tax payable

Total liabilities

Total deficit and liabilities

Note

24

14(b)
23
29
27

23
5
23
29
30
14(b)
28

2021 2020

HK$ HK$
7,916,804 9,872,816
517,543 3,673,784
1,045,861 966,055
4,413,207 -
92,782,809 90,478,810
106,676,314 104,991,465
3,547,645 9,173,137
1,365,266 2,876,799
11,640,322 17,323,554
28,788,482 43,430,417
8,479,950 8,909,813
1,770,763 2,069,644
4,5897000 B

- 4,949,849
60,181,428 88,733,213
166,857,742 193,724,678
96,834,033 125,560,069

The above consolidated statement of financial position should be read in conjunction with the

accompanying notes.

_3_



eCARGO HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF CHANGESIN EQUITY
FORTHEYEARENDED 31 DECEMBER 2021

Balance at 1 January 2020

Comprehensive loss

Loss for the year

Other comprehensive income
Currency translation differences

Total comprehensive income/(loss) for
the year

Balance at 31 December 2020

Balance at 1 January 2021

Comprehensive income
Profit for the year

Other comprehensive loss
Currency translation differences

Total comprehensive loss/(income) for
the year

Balance at 31 December 2021

Currency

Share translation Accumulated Total

capital reserve losses deficit

HK$ HKS$ HK$ HK$
427,820,968 (2,936,793) (455,157,027) (30,272,852)
- - (39,542,091) (39,542,091)

- 1,650,334 - 1,650,334
- 1,650,334 (39,542,091) (37,891,757)
427,820,968 (1,286,459) (494,699,118) (68,164,609)
427,820,968 (1,286,459) (494,699,118) (68,164,609)
- - 896,702 896,702

- (2,755,802) - (2,755,802)

- (2,755,802) 896,702 (1,859,100)
427,820,968 (4,042,261) (493,802,416) (70,023,709)

The above consolidated statement of changes in equity should be read in conjunction with the

accompanying notes.
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eCARGO HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FORTHEYEARENDED 31 DECEMBER 2021

Note 2021 2020
HK$ HK$
Cash flows from operatingactivities
Cash (used in)/generated from operations 26 (9,586,652) 24,294,175
Income tax paid (5,493,976) (506,131)
Interest paid 11 (104,418) -
Net cash (usedin)/generated from operating activities (15,185,046) 23,788,044
Cash flows from investingactivities
Investmentin joint ventures 17 (781,170) -
Purchase of property, plantand equipment 14(a) (236,424) (200,694)
Interest received 11 10,964 18,614
Dividend received from joint ventures 17 1,244,947 1,031,068
Net cash generated from investing activities 238,317 848,988
Cash flows from financingactivities
Proceeds from shareholder’sloan 29(e) - 1,000,000
Principalelements oflease payment 26(b) (2,331,631) (1,822,391)
Interest elements oflease payment 26(b) (166,599) (305,403)
Proceeds from bank borrowings 28 4,589,000 -
Net cash generated from /(used in) financing activities 2,090,770 (1,127,794)

Net (decrease)/increasein cashand cash

equivalents (12,855,959) 23,509,238
Cash and cash equivalents atbeginning of the year 48,677,017 26,946,542
Exchange loss on cash and cash equivalents (3,176,289) (1,778,763)
Cash and cash equivalentsat end of the year 22 32,644,769 48,677,017

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.
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eCARGO HOLDINGS LIMITED
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
General information

eCargo Holdings Limited (the “Company”) and its subsidiaries (collectively, the “ECG” or the
“Group”) are principally engaged in the development and provision of eCommerce technologies,
integrated offline and online supply chain operations, provision of digital commerce solutions and
services and trading of fast moving consumer goods.

The Company is a limited liability company incorporated in Hong Kong. The address of its
registered office is 13103N, ATL Logistics Centre B, 3 Kwai Chung Container Terminals, New
Territories, Hong Kong.

These consolidated financial statements are presented in Hong Kong dollars (“HK$”), unless
otherwise stated.

Basis of preparation and summary of significant accounting policies
Statement of compliance

The consolidated financial statements of ECG have been prepared in accordance with all applicable
Hong Kong Financial Reporting Standards, whichis a collective term for all individual Hong Kong
Financial Reporting Standards (“HKFRSs”), Hong Kong Accounting Standards (“HKASs”) and
Interpretations (“Ints”) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”), accounting principles generally accepted in Hong Kong and requirements of the Hong
Kong Companies Ordinance (Cap.622).

Basis of preparation of the financial statements

The principal accounting policies applied in the preparation of these consolidated financial
statements are set outbelow. These policies have been consistently applied to all the years presented,
unless otherwise stated. The consolidated financial statements have been prepared under the
historical cost convention.

The preparation of financial statements in conformity with HKFRSs requires the use of certain
critical accounting estimates. It also requires managementto exerciseitsjudgement in the process
of applying ECG’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptionsand estimates are significant to the consolidated financial
statements are disclosed in Note 4 to the consolidated financial statements.

(a) The following new and amendments to standards are mandatory for the first time for the
financial yearbeginningon 1 January 2021,butdo not have significant financial impact to
ECG.

Amendmentsto HKAS 39, HKFRS 4, Interest Rate Benchmark Reform —Phase 2
HKFRS7, HKFRS9and HKFRS 16 (amendments)
HKFRS16 Covid-19-Related Rent Concessions
(amendments)
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eCARGO HOLDINGS LIMITED

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of preparation and summary of significant accounting policies (Continued)

Basis of preparation of the financial statements (Continued)

(b)

The following new standards, amendments /revisions to standards and interpretation have
beenissued, but are not effective for the financial year beginning on 1 January 2021 and
have notbeen earlyadopted by ECG.

Annual
Improvements
Project

Amendment to
HKFRS 3

Amendment to
HKAS16

Amendment to
HKFRS 37

AG5 (revised)

Amendment to
HKAS1

HKFRS17

HKInt 5(2020)

HKAS1and
HKFRS Practice
Statement 2

HKASS8

HKAS12

HKFRS10and
HKAS 28

Annual Improvements to HKFRSs 2018-
2020 (amendments)

Definitionofa business (amendments)

Property, Plantand equipment
(amendments)

Provisions, Contingent Liabilities and
Contingent Assets (amendments)

Revised Accounting Guideline 5 Merger
Accounting for Common Control
Combinations

Classification of Liabilities as Current or
Non-current (amendments)

Insurance Contracts

Hong Kong Interpretation 5 (2020)
Presentation of Financial Statements -
Classificationbythe Borrower of a Term
Loan that Containsa Repaymenton
Demand Clause (HKInt 5 (2020))

Disclosure of Accounting Policies
(amendments)

Definition of Accounting Estimates
(amendments)

Deferredtaxrelated to assetsand
liabilities arising from a single
transaction (amendments)

Sale or Contribution of Assetsbetweenan
Investorandits Associate or Joint
Venture (amendments)

Effective for

accounting periods
beginningon orafter

1January 2022

1January 2022
1January 2022
1January 2022

1January 2022

1January 2023

1January 2023

1January 2023

1January 2023

1January2023

1January2023

Tobe determined

ECG will apply the above HKFRSs when they become effective. ECG is in the process of
makingan assessment of theimpact ofthe above HKFRSs.
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2.3.3

eCARGO HOLDINGS LIMITED

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of preparation and summary of significant accounting policies (Continued)
Principle of consolidationand equity accounting

Subsidiaries

Subsidiaries are entities (includinga structured entity) over which ECG hascontrol. ECG controls
an entity when ECGis exposed to, orhasrights to, variable returns from its involvement with the
entityandhas the ability to affectthose returns through its power overthe entity. Subsidiaries are
consolidated from the date on which control is transferred to ECG. Theyare deconsolidated from
the datethat control ceases.

The acquisition method of accountingis used to account for business combinations by ECG (Note
2.4).

Intra-company transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the transferred asset. Accounting policies of subsidiaries have been
changed where necessaryto ensure consistency with the policies adopted by ECG.

Jointarrangements

Under HKFRS 11 Joint Arrangements, investments in joint arrangements are classified as either
joint operations or joint ventures. The classification depends on the contractual rights and
obligations of each investor, rather than the legal structure of the joint arrangement. Interest in
joint ventures are accounted for using the equity method (Note 2.3.3), after initially being
recognised at costin the consolidated statement of financial position.

Equitymethod

Under the equity method, the investment is initially recognised at cost and adjusted thereafter to
recognise ECG’s share of the post-acquisition profits orlosses of the investee in profit orloss, and
ECG’s share of movementsin other comprehensive income of the investee in other comprehensive
income. Dividends received or receivable from associates and joint ventures are recognised as a
reductionin the carrying amount of the investment.

Where ECG’sshare oflosses in an equity-accounted investment equals or exceedsits interest in the
entity,including any other unsecured long-term receivables, ECG does not recognise furtherlosses,
unlessit hasincurred obligations or made payments on behalf of the other entity.

Unrealised gains on transactions between ECG and its associates and joint ventures are eliminated
to the extent of ECG’s interest in these entities. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred. Accounting policies of
equity-accounted investees have been changed where necessary to ensure consistency with the
policies adopted by ECG.

The carrying amount of equity-accounted investments is tested for impairment in accordance with
the policy described in Note 2.10.
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eCARGO HOLDINGS LIMITED

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of preparation and summary of significant accounting policies (Continued)
Principle of consolidation and equity accounting (Continued)

Changes in ownershipinterests

ECG treats transactions with non-controlling interest that do not result in a loss of control as
transactions with equity owners of ECG. A change in ownership interest results in an adjustment
between the carrying amounts of the controlling and non-controlling interests to reflect their
relative interests in the subsidiary. Any difference between the amount of the adjustment to non-
controlling interests and any consideration paid or received is recognised in a separate reserve
within equity attributable to owners of the Company.

When ECG ceases to consolidate or equity account for an investment because of a loss of control,
joint control or significant influence, any retained interest in the entity is remeasured to its fair
value with the change in carrying amount recognised in profit or loss. This fairvalue becomes the
initial carrying amount forthe purposes of subsequently accounting for the retained interest as an
associate, joint venture or financial asset. In addition, any amounts previously recognised in other
comprehensive income in respect of that entity are accounted for as if ECGhad directly disposed of
the related assets or liabilities. This may mean that amounts previously recognised in other
comprehensive income are reclassified to profit orloss ortransferred to another category of equity
as specified /permitted by applicable HKFRSs.

If the ownership interestin joint ventures or an associate is reduced butjoint control or significant
influence is retained, only a proportionate share of the amounts previously recognised in other
comprehensive income are reclassified to profit orloss where appropriate.

Business combinations

The acquisition method of accounting is used to account for all business combinations, regardless
of whether equity instruments or other assets are acquired. The consideration transferred for the
acquisitionofa subsidiary comprisesthe:

fairvalues of the assetstransferred

liabilities incurred to the former owners of the acquired business

equityinterestsissued by ECG

fairvalue of any asset orliability resulting from a contingent consideration arrangement, and
fairvalue of any pre-existingequityinterestin the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are, with limited exceptions, measured initially at their fair values at the acquisition
date. ECG recognises any non-controlling interest in the acquired entity on an acquisition-by-
acquisition basis either at fair value or at the non-controlling interest’s proportionate share of the
acquired entity’snetidentifiable assets.

Acquisition-related costs are expensed as incurred.

The excess of the consideration transferred, amount of any non-controlling interestin the acquired
entity,and acquisition-date fair value of any previous equity interestin the acquired e ntity over the
fair value of the net identifiable assets acquired is recorded as goodwill. If those amounts are less
than the fair value of the net identifiable assets of the business acquired, the difference is recognised
directlyin profitorloss as a bargain purchase.
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2.5

2.6

2.7

eCARGO HOLDINGS LIMITED

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of preparation and summary of significant accounting policies (Continued)
Business combinations (Continued)

Where settlement of any part of cash considerationis deferred, the amounts payable in the future
are discounted to their present value as at the date of exchange. The discount rate used isthe entity’s
incremental borrowingrate, beingtherate at which a similar borrowingcould be obtained from an
independent financier under comparable terms and conditions. Contingent consideration is
classified either as equity or a financial liability. Amounts classified as a financial liability are
subsequently remeasured to fair value with changes in fair value recognised in profitorloss.

If the business combination is achieved in stages, the acquisition date carrying value of the
acquirer’s previously held equity interest in the acquiree is remeasured to fair value at the
acquisition date. Any gains or losses arising from such remeasurement are recognised in profit or
loss.

Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost includes direct
attributable costsofinvestment. The resultsofsubsidiaries are accounted for by the Company on
the basisofdividend received and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving a dividend from
theseinvestments ifthe dividend exceeds the total comprehensive income of the subsidiary in the
year the dividend is declared or if the carrying amount of the investment in the separate financial
statements exceeds the carrying amount in the consolidated financial statements of the investee’s
net assets incdluding goodwill.

Segmentreporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-makers (“CODM”), who are responsible for allocating resources and
assessing performance of the operating segments has been identified as the executive director of
ECGthat make strategic decisions.

Foreign currency translation
(a) Functional and presentation currency

Items included in the financial statements of each of the entities of ECG are m easured using
the currency of the primary economic environment in which the entities operate (the
“functional currency”). The consolidated financial statements are presented in HK$ which
is the Company’s functional and presentation currency.

(b) Transactionsandbalances

Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions or valuation where items are
remeasured. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised within “other gains/(losses) —
net”inthe consolidated statement of comprehensive income.

-10-
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eCARGO HOLDINGS LIMITED

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of preparation and summary of significant accounting policies (Continued)

Foreign currency translation (Continued)

(b)

()

Transactionsandbalances (Continued)

Non-monetary items that are measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was determined. Translation
differences on assetsand liabilities carried at fair value are reported as part of the fair value
gain or loss. For example, translation differences on non-monetary assets and liabilities
such as equities held at fair value through profit or loss are recognised in profit or loss as
part of the fairvalue gain orloss and translation differences on non-monetary assets such
as equities classified as fair value through other comprehensive income (“OCI”) are
recognised in other comprehensive income.

Group companies

The results and financial position of all ECG entities (none of which has the currency of a
hyper-inflationary economy) that have a functional currency different from the
presentation currency are translated into the presentation currency as follows:

(i) assetsandliabilitiesforeach statement of financial position presented are translated
at the closingrate at the date of that statement of financial position;

(ii)) income andexpenses foreach statement of comprehensive income are translated at
average exchangerates (unlessthisaverage is not a reasonable approximation of the
cumulative effect of the rates prevailing on the transaction dates, in which case
income and expensesare translated at the rate on the dates of the transactions); and

(iii) allresulting currency translation differences are recognised in other comprehensive
income.

On consolidation, exchange differences arising from the translation of any net investment
in foreign entities, and of borrowings and other financial instruments designated as hedges
of such investments, are recognised in other comprehensive income. When a foreign
operation is sold or any borrowings forming part of the net investment are repaid, the
associated exchange differencesare reclassified to profit orloss, as part of the gain orloss
onsale.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are
treated as assetsand liabilities of the foreign operation and translated at the closingrate.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and
accumulated impairment losses. Historical costincludes expenditure that is directly attributable to
the acquisition of the items. Cost may also include transfers from equity of any gains or losses on
qualifying cash flow hedges of foreign currency purchases of property, plantand equipment.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will
flow to ECG and that cost of the item can be measured reliably. The carrying amount of the replaced
part is recognised. All other repairs and maintenance are expensed in the consolidated statement
of comprehensive income duringthe financial yearin which they are incurred.

-11-
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eCARGO HOLDINGS LIMITED

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of preparation and summary of significant accounting policies (Continued)

Property, plant and equipment (Continued)

Depreciation of property, plant and equipment is calculated using the straight-line method to
allocate their costs to their residual values over their estimated useful lives, as follows:

Leasehold improvements overthe shorter oflease term and useful life
Furniture and fixtures 20%

Office equipment 20%

Computer equipment 33.33%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
each reportingyear.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater thanits estimated recoverable amount.

Gains andlosses ondisposals are determined by comparing proceeds with carrying amount and are
recognised within “other gains/(losses) — net” in the consolidated statement of comprehensive
income.

Intangible assets

(a)

(b)

()

Goodwill

Goodwill is measured as described in Note 2.4. Goodwill on acquisitions of subsidiaries is
included in intangible assets. Goodwill is not amortised but it is tested for impairment
annually, or more frequently if events or changes in circumstancesindicate that it might be
impaired, and is carried at cost less accumulated impairment losses. Gains and losses on
the disposal of an entityincude the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The
allocation is made to those cash-generating units or groups of cash-generating units that
are expected to benefit from the business combination in which the goodwill arose. The
units orgroups of unitsare identified atthe lowestlevel at which goodwill is monitored for
internal management purposes, beingthe operating segments (Note 5).

Brand name

The brand name acquired in a business combination is recognised at fair value at the
acquisition date. The brand has a finite useful life and is carried at cost less accumulated
amortisation. Amortisation is calculated usingthe straight-line method overits estimated
usefullife of 10 years.

Contractual customer relationships
Contractual customer relationships acquired in a business combination are recognised at
fair value at the acquisition date. The contractual customer relations have a finite useful

life and are carried at costless accumulated amortisation. Amortisation is calculated using
the straight-line method overthe expected life of the customer relationshipsof 5 years.

-12-



2.9

2.10

eCARGO HOLDINGS LIMITED

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of preparation and summary of significant accounting policies (Continued)

Intangible assets (Continued)

(d) Supplierrelationships
Supplier relationships acquired in a business combination are recognised at fair value at
the acquisition date. The supplierrelationships have a finite useful life and are carried at
cost less accumulated amortisation. Amortisation is calculated using the straight-line
method overthe expectedlife of the supplier relationships of 5 to 10 years.

(e) Software
Software acquired in a business combination are recognised at fairvalue at the acquisition
date. The software has a finite useful life and are carried at cost less accumulated
amortisation. Amortisationis calculated using the straight-line method overthe expected

life of the software of 5to 10 years.

ECG amortised intangible assets with a limited useful life using the straight-line method
overthe following period.

Brand name 10years
Contractual customer relationships 5years
Supplierrelationships 5-10years
Software 5-10years

Impairment of non-financial assets

Goodwill and intangible assets that have anindefinite usefullife are not subject to amortisation and
are tested annually for impairment, or more frequently if events or changes in circumstances
indicate that they might be impaired. Other assets are tested for impairment whenever events or
changesin circumstancesindicate that the carrying amount may not be recoverable. Animpairment
loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount isthe higher of an asset’sfairvalueless costs of disposal andvalue
in use. Forthe purposesof assessing impairment, assets are grouped atthelowest levels for which
there are separately identifiable cash inflows which are largely independent of the cash inflows from
other assets or groups of assets (cash-generating units). Non-financial assets other than goodwill
that suffered an impairment are reviewed for possible reversal of the impairmentat the end of each
reporting period.
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of preparation and summary of significant accounting policies (Continued)

Investment and other financial assets

@)

(i)

(iii)

(iv)

Classification

ECG classifies its financial assets in the measurement category as those tobe measured at
amortised cost.

The classification dependson the entity’sbusiness model for managing the financial assets
and the contractualtermsofthe cash flows.

Recognition and derecognition

Regularway purchases and sales of financial assets are recognised on trade-date, the date
on which ECG commitsto purchase or sell the asset. Financial assets are derecognised when
the rights to receive cash flows from the financial assets have expired or have been
transferred and ECG hastransferred substantially all the risks and rewards of ownership.

Measurement

At initial recognition, ECG measures a financial asset carried at amortised cost at its fair
value plus transaction costs that are directly attributable to the acquisition of the financial
asset.

Subsequently, financial assets at amortised cost that are held for collection of contractual
cash flows where those cash flows represent solely payments of principal and interest are
measured at amortised cost. Interest income from these financial assets is included in
finance income using the effective interest rate method. Any gain or loss arising on
derecognition is recognised directly in the profit or loss, together with foreign exchange
gains andlosses. Impairment losses are presented as separate lineitemin the statement of
comprehensive income.

Impairment

ECGassesses on a forwardlookingbasisthe expected credit losses associated withits debt
instruments carried at amortised cost. The impairment methodology applied depends on
whethertherehasbeen a significant increase in credit risk.

For trade receivables, ECG appliesthe simplified approach permitted by HKFRS 9, which

requires expected lifetime losses to be recognised from initial recognition of the receivables,
see Note 20 for furtherdetails.
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2.17

eCARGO HOLDINGS LIMITED

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of preparation and summary of significant accounting policies (Continued)
Inventories

Inventoriesare stated at the lower of cost and net realisable value. Costs are assigned to individual
items of inventory on the basis of First-in-First-out. Costs of purchased inventory are determined
after deducting rebates and discounts. Net realisable value is the estimated selling price in the
ordinary course of businesslessthe estimated costs of completion and the estimated costs necessary
tomake thesale.

Trade and other receivables

Trade receivables are amounts due from customers for goods sold or services performed in the
ordinary course of business. They are generally due for settlement within 30 days and therefore all
classified as current.

Trade receivables are recognised initially at the amount of consideration that is unconditional
unlesstheycontain significant financing components, when they are recognised atfairvalue. ECG
holds thetrade and other receivables with the objective of collecting the contractual cash flows and
therefore measures them subsequently at amortised cost using the effective interest method. See
Note 20 for further information about ECG’s accounting for trade receivables and Note 3.1 for a
description of ECG’s impairment policies.

Cash and cash equivalents

For the purpose of presentation in the statement of cash flows, cash and cash equivalents includes
cash on hand, deposits held at call with financial institutions, other short-term, highly liquid
investments with original maturities of three monthsorless thatare readily convertible to known
amountsof cash and which are subject to aninsignificant risk of changesin value.

Share capital
Ordinaryshares are classified as equity.

Incremental costs directly attributable to theissue of newsharesoroptions are shown in equity as
a deduction, net of tax from the proceeds.

Trade and other payables

These amounts represent liabilities for goods and serviced provided to ECG prior to the end of
financial year which are unpaid. The amounts are unsecured and are usually paid within 30 days of
recognition. Trade and other payables are presented as current liabilities unless paymentis not due
within 12 months after the reporting period. They are recognised initially at their fair value and
subsequently measured at amortised cost using the effective interest method.

Borrowings

Borrowingsare recognisedinitially at fairvalue, net of transaction costs incurred. Borrowings are
subsequently carried at amortised cost. Any difference between the proceeds (net of transaction
costs) and the redemption value is recognised in profit or loss over the period of the borrowings

using the effective interest method.

Borrowings are classified as current liabilities unless ECG has an unconditional right to defer
settlement of the liability for at least 12 months after the end of the reporting period.
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of preparation and summary of significant accounting policies (Continued)
Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or
production of qualifying asset are capitalized during the period of time thatis required to complete
and preparetheasset forits intended use orsale. Qualifying assetsare assets that necessarily take
a substantial period of time to get ready fortheirintended use orsale.

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costseligible for capitalization.

Otherborrowingcostsare expensesin the periodin which theyareincurred.
Current and deferred income tax

The income tax expense for the year comprises current and deferred income tax. Income tax is
recognised in the consolidated statement of comprehensive income, except to the extent that it
relates to items recognised in other comprehensive income or directly in equity. In this case, the
tax is also recognised in other comprehensive income or directly in equity, respectively.

(a) Current income tax

The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at the date of statement of financial position in the countries where
ECG, its subsidiaries operate and generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes provisions where appropriate on the
basis ofamountsexpectedto bepaid to the tax authorities.

(b) Deferredincome tax

Deferred income taxis provided in full, using the liability method, on temporary differences
arising between the taxbases of assets and liabilities and their carrying amounts in the
consolidated financial statements. However, deferred tax liabilities are not recognised if
they arise from the initial recognition of goodwill. Deferred income tax is alsonot accounted
for if it arises from initial recognition of an asset or liability in a transaction other than a
business combination that at the time of the transaction affects neither accounting nor
taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantially enacted by the end of the reporting period and are
expected to apply when the related deferred income tax asset is realized or the deferred
income taxliabilityis settled.

Deferred taxassetsare recognised onlyifit is probable that future taxable amounts will be
availableto utilise those temporary differences andlosses.

Deferred tax liabilitiesand assets are not recognised for temporary differences between the
carrying amount and tax bases of investmentsin foreign operations where the Company is
able to control the timing of the reversal of the temporary differences and itis probable that
the differenceswillnot reverse in the foreseeable future.

Deferred tax assets and liabilities are offset where there is a legally enforceable right to
offset current tax assets and liabilities and where the deferred tax balances relate to the
same taxation authority. Current taxassets and tax liabilities are offset where the entity has
a legally enforceablerightto offset and intends eitherto settle on a net basis, ortorealise
the assetand settle theliability simultaneously.
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of preparation and summary of significant accounting policies (Continued)

Current and deferred income tax (Continued)

(b)

Deferredincome tax (Continued)

Current and deferred tax is recognised in profit or loss, except to the extent that it relates
to items recognised in other comprehensive income or directly in equity. In this case, the
tax is also recognised in other comprehensive income or directlyin equity, respectively.

Employeebenefits

(a)

(b)

()

Short-term obligations

Liabilities forwagesand salaries, including non-monetary benefits and accumulating sick
leavethat are expected to be settled wholly within 12 months after the end of the period in
which the employees render the related service are recognised in respect of employees’
services uptotheend of the reporting period and are measured atthe amounts expected to
be paid when the liabilities are settled. The liabilities are presented as current employee
benefit obligations in the consolidated statement of financial position.

Otherlong-term employee benefit obligation

The liabilities forlong service leave isrecognised in the provision for employee benefits and
measured asthe present value of expected future payments to be made in respect of services
provided by employees up to the reporting date. Consideration is given to expected future
wage and salarylevels, experience of employee departures, and periods of service. Expected
future payments at the reporting date are discounted using market yields on high-quality
corporate bonds with terms to maturity that match as closely as possible, the estimated
future cash outflows.

Post-employment obligations
Pension obligations

ECG companies incorporated in Hong Kong operate a defined contribution plan, whichis
the Mandatory Provident Fund Scheme (“MPF Scheme”) established under and pursuant
tothe Mandatory Provident Fund Ordinance.

The MPF Scheme is generally funded by the payments from employees and by ECG.
Contributions to the scheme by ECG and employees are calculated as a percentage of
employees basic salaries. ECGhas no further payment obligations once the contributions
have been paid. The contributions are recognised as employee benefit expense when they
are due. Prepaid contributions are recognised as anassetto the extent that a cash refund or
areduction in the future paymentsis available.

ECG’s contributionsto defined contribution planare reduced by contributions forfeited by
those employeeswho leave the scheme priorto vesting fullyin the contributions.
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
Basis of preparation and summary of significant accounting policies (Continued)
Employeebenefits (Continued)
(d) Post-employment obligations
The assetsofthe schemeareheld in separate trustee-administered funds.

ECG companies incorporated in the PRC and Australia contribute based on certain
percentage of the salaries of the employeestoa defined contribution retirement benefit plan
organised by relevant government authoritiesin the PRCand Australiaon a monthly basis.
The government authorities undertake to assume the retirement benefit obligations
payable to all existing and future retired employees under these plans and ECG has no
further obligation for post-retirement benefits beyond the contributions made.
Contributions to these plans are expensed as incurred. Assets of the plans are held and
managed by government authoritiesand are separate from those of ECG.

(e) Bonus plan

The expected cost of bonus payment is recognised as a liability when ECG has a present
legal or constructive obligation as a result of servicesrendered by employees and a reliable
estimate of the obligation canbe made. Liabilitiesforbonusplanare expected to be settled
within 12 months and are measured at the amounts expected to be paid when they are
settled.

Provisions

Provisionsare recognised when ECG has a present legal or constructive obligation asa result of past
events; it is probable that an outflow of resources will be required to settle the obligation; and the
amounthasbeenreliably estimated. Provisionsare notrecognised for future operatinglosses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any one item included in the same
class of obligationsmaybe small.

Provisionsare measured at the present value of the expenditures expected to be required to settle
the obligation using a pre-tax rate that reflects current market assessments of the time value of
moneyand therisksspecificto the obligation. Theincreasein the provision due to passage of time
is recognised asinterest expense.

Revenue recognition

Revenue is measured when or as the control of the goods or services is transferred to a customer.
Depending ontheterms ofthe contractand thelawsthatapplyto the contract, control of the goods
and servicesmaybetransferred over time or at a point in time. Control of the goods and services is
transferred over timeif ECG’s performance:

. provides all ofthe benefitsreceived and consumed simultaneously by the customer;
. creates and enhancesan asset that the customer controls as ECG performs; or
. does not create an asset withan alternativeuseto ECGand ECGhasan

enforceable right to payment for performance completed to date.
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Basis of preparation and summary of significant accounting policies (Continued)
Revenue recognition (Continued)

If control of the goods and services transfers over time, revenue isrecognised over the period of the
contract by reference to the progress towards complete satisfaction of that performance obligation.
ECGuse the output methods tomeasure the progress towards, recognising revenue based on direct
measurements of the value transferred to the customer. Otherwise, revenue is recognised at a point
in time whenthe customer obtains control of the goodsand services.

Contracts with customers may include multiple performance obligations. For such arrangements,
ECGallocates revenue to each performance obligation based on its relative standalone selling price.
ECG generally determines standalone selling prices based on the prices charged to customers. If the
standalone selling priceis not directly observable, it is estimated using expected cost plusa margin
or adjusted market assessment approach, depending on the availability of observable information.
Assumptionsand estimations have been made in estimating the relative selling price of each distinct
performance obligation, and changes in judgements on these assumptions and estimates may
impacttherevenuerecognition.

When either party to a contract has performed, ECG presents the contract in the consolidated
statement of financial position as a contract assets or a contract liability, depending on the
relationship between the entity’s performance and the customer’s payment.

A contract assetis ECG’s right to consideration in exchange for goods and services that ECG has
transferred to a customer. A receivable is recorded when ECG has an unconditional right to
consideration. A righttoconsiderationis unconditionalif only the passage of time is required before
paymentofthe considerationis due.

If a customer pays consideration or ECG has a right to an amount of consideration that is
unconditional, before ECG transfers a good or service to the customer, ECG presents the contract
liability when the payment is made or a receivable is recorded (whichever is earlier). A contract
liabilityis ECG’s obligation to transfer goods orservices to a customer for which ECGhas received
consideration (or an amountof considerationis due from the customer).

(1) Sale of goods

ECG sells fastmoving consumer goods. Sales are recognised when control of the products
has transferred, being when the products are delivered to the customer and there is no
unfulfilled obligation that could affect the customer’s acceptance of the products.

Delivery occurs whenthe productshave been shipped to the specified location, the risks of
obsolescence andloss have been transferred to the customer, and either the customer has
accepted the products inaccordance with the sales contract, the acceptance provisions have
lapsed, or ECG has objective evidence that all criteria for acceptance have been satisfied.
Revenue from these salesis recognised based on the price specified in the contract. Revenue
is only recognised to the extentthat it is highly probable that a significant reversal will not
occur. No element of financingis deemed present.

Areceivableis recognised when the goods are delivered asthisis the pointin time that the
consideration is unconditional because only the passage of time is required before the
paymentis due.

(ii) Service income

Revenue from service income is recognised over time when the services are rendered.
Revenueis recognised over the respective contract terms.
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Basis of preparation and summary of significant accounting policies (Continued)
Interestincome

Interest income on financial assets at amortised cost is calculated by using the effective interest
method and isrecognised in the consolidated statement of comprehensive income. Interest incomeis
presented as finance income where it is earned from financial assets that are held for cash
management purpose. Any other interest income is included in other income. Interestincome is
calculated by applying the effective interest rate to the gross carrying amount of a financial asset
except for financial assets that subsequently become credit-impaired. For credit-impaired financial
assets the effective interest rate is applied to the net carrying amount of the financial asset (after
deduction of theloss allowance).

Earnings/lossper share
(i) Basicearnings/losspershare
Basic earnings/loss per shareis calculated by dividing:

« the profit/loss attributable to owners of the Company, excluding any costs of servicing equity
otherthan ordinary shares

« by the weighted average number of ordinary shares outstanding during the financial year,
adjusted for bonus elements in ordinary sharesissued during the year and excluding treasury
shares.

(i) Dilutedearnings/losspershare

Diluted earnings/loss per share adjusts the figures used in the determination of basic
earnings/loss per share to takeintoaccount:

« the after income tax effect of interest and other financing costs associated with dilutive
potential ordinary shares, and

» the weighted average number of additional ordinary shares that would have been outstanding
assuming the conversion of all dilutive potential ordinary shares.

Leases

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the
leased assetis available foruse by ECG.

Contracts may contain both lease and non-lease components. ECG allocates the consideration in
the contract to the lease and non-lease components based on their relative stand-alone prices.
However, forleases of real estate for which the groupis a lessee, it has elected notto separate lease
and non-lease componentsand instead accounts forthese as a single lease component.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions. Thelease agreements do not impose any covenants otherthanthe securityinterests in
the leased assetsthat are held by thelessor. Leased assets may not be used as security for borrowing
purposes.
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Basis of preparation and summary of significant accounting policies (Continued)
Leases (Continued)

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities include the net present value of the following lease payments:

+ fixed payments (including in-substance fixed payments), less any lease incentives receivable

» variable lease payment that are based on an index or a rate, initially measured using the index
or rate as at the commencement date

+ amountsexpectedtobepayableby ECGunder residual value guarantees

» theexerciseprice ofa purchase optionif ECGis reasonably certain to exercise that option, and,;

» payments of penalties for terminating the lease, if the lease term reflects ECG exercising that
option.

Lease payments to be made under reasonably certain extension options are also included in the
measurement of theliability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot
be readily determined, which is generally the case forleases in ECG, the lessee’s incremental
borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the
funds necessary to obtain an asset of similar value to the right-of-use asset in a similar economic
environment with similar terms, security and conditions.

To determine the incremental borrowing rate, ECG, where possible, uses recent third-party
financing received by the individual lessee as a starting point, adjusted to reflect changes in
financingconditionssince third party financing was received.

Lease payments are allocated between principal and finance cost. The finance cost is charged to
profit or loss over the lease period so as to produce a constant periodic rate of interest on the
remainingbalance of the liability foreach period.

Right-of-use assetsare measured at cost comprising the following:

* the amount oftheinitial measurement ofleaseliability

+ any lease paymentsmade at or before the commencement date lessanylease incentives received
* anyinitialdirectcosts,and

* restorationcosts.

Right-of-use assetsare generally depreciated over the shorter of the asset's useful life and the lease
term on a straight-linebasis. If ECGis reasonably certain to exercise a purchase option, the right-

of-use asset is depreciated over the underlying asset’s usefullife.

Payments associated with short-term leases are recognised on a straight-line basis as an expense in
profit orloss. Short-term leases are leases with a lease term of 12 months orless.

Government grants

Grants from the government are recognised at their fair value where there isa reasonable assurance
that thegrantwillbereceived and ECGwill comply with all attached conditions.

Government grants relatingto costs are deferred and recognised in the profit orloss over the period
necessary to match them with the costs that they are intended to compensate.
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Financial risk management

ECG’s activities exposeit toa variety of financial risks: market risk (including foreign exchange risk,
cash flow and fair value interest rate risk), credit risk and liquidity risk. ECG’s overall risk
management policy focuses on the unpredictability of financial markets and seeks to minimise
potentialadverse effectson the ECG’s financial performance.

Management regularly monitors the financial risks of ECG. The use of financial derivatives to hedge
certain risk exposuresis governed by ECG’s policies approved by the management of ECG in order
tomanagethoserisks. ECG does not use derivative financial instruments for speculative purposes.

Financial risk factors

(a) Marketrisk

)

Foreign exchangerisk

ECG mainly operates in Hong Kong, the PRC and Australia, and is exposed to foreign
exchange risk arising from various currency exposures, primarily with respect to the
Renminbi (“RMB”), Australian Dollars (“A$”), United States Dollars (“US$”) and New
Zealand Dollars (“NZ$”).

Foreign exchange risk arises mainly from future commercial transactions, recognised
assets andliabilities.

ECG manages its foreign exchange risks by performing regular review and monitoring
its foreign exchange exposure. ECG currently doesnot have a foreign currency hedging
policy.

At 31 December 2021,if HK$ had strengthened/weakened by 5% against the A$ with all
other variables held constant, post-tax profit/(loss) for the year would have been
approximately HK$666,000 lower/higher (2020: HK$294,000 higher/lower), mainly
as a result of foreign exchange losses/gains on translation of trade receivables and other
receivables, trade and other payables and bank deposits denominatedin the A $.

At 31 December 2021, if HK$ had strengthened/weakened by 5% against the RMB with
all other variables held constant, post-tax profit/(loss) for the year would have been
approximately HK$421,000lower/higher (2020: HK$ 413,000 higher/lower), mainly as
a result of foreign exchange losses/gains on translation of trade receivables and other
receivables, trade and other payables and bank deposits denominated in the RMB.

At 31 December 2021, there is no foreign exchange risk arising from NZ$. At 31
December 2020, if HK$ had strengthened/weakened by 5% against the NZ$ with all
othervariablesheld constant, post-tax loss for the year would change by approximately
HK$65,000 higher/lower, mainly as a result of foreign exchange gains/losses on
translation of trade receivables, trade and other payables and bank deposits
denominatedin the NZ$.

The foreign exchange exposure for the US$is considered minimal as HK$ is pegged with
the USS.
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Financial risk management (Continued)

Financial risk factors (Continued)

(a) Market risk (Continued)

(i1)

Cash flow and fairvalue interestrate risk

ECG’s interest rate risk arises from shareholder’s loan and bank borrowings, which is
issued atvariable rate exposes ECGto cash flowinterest rate risk which is partially offset
by cash held at variable rates. ECG currently does not hedge its exposure to cash flow.
ECG analysesits interestrate exposure on a regular basis and will consider the interest
rate exposure when enter into any financing, renewal of existing positions and
alternative financing transactions.

ECG’s practiceis to manage itsinterestincome/cost through monitoring and reviewing
interest rate changes in the market and its impact to the ECG’s financial performance.
During theyear, ECG’sborrowingsat variable rate were denominated in HK$.

At 31 December 2021, if interest rate on borrowings held at variable rate had been 50
basis points higher/lower with all other variables held constant, post-tax profit/(loss)
for the year would have been approximately HK$407,000 lower/higher (2020:
HK$378,000 higher/lower), mainly as a result of higher/lower interest expense on
floating rate borrowings. The interest rate exposes on cash is considered immaterial as
the interestrate of cashis low.

(b) Creditrisk

1)

(i1)

Risk management

The credit risk of ECG mainly arises from cash and cash equivalents, trade receivables
and other financial assets at amortised cost (2020:same). The carrying amounts of these
balances represent ECG’s maximum exposure to credit risk in relation to the financial
assets.

In respect of cash deposited at banks, the credit risk is considered to be low as the
counterpartiesare considered financially reputable.

At the date of the consolidated statement of financial position, 61% (2020: 51%) of the
total receivables was due from ECG’s largest five debtors. There was 1 customer (2020:
Nil) which individually contributed over 10% of ECG’s trade receivables. The amount of
trade receivables from this customer amounted to 34.8% (2020: Nil) ofthe ECG’s total
trade receivables. Accordingly, ECG’s consolidated results would be heavily affected by
the financial capability of these debtors to fulfill their obligations with ECG. ECG’s credit
risk monitoring activities relating to the debtors include review of the credit profile,
business prospects, background and their financial capacity.

Impairment of financial assets
ECGhas thefollowing financial assets that are subject to the expected credit loss model:

- trade receivables and contract assets
- otherfinancial assets carried atamortised cost

While cash and cash equivalents and pledged deposits are alsosubject to the impairment
requirements of HKFRS 9, theidentified impairment loss wasimmaterial.
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Financial risk management (Continued)

Financial risk factors (Continued)

(b) Creditrisk (Continued)

(il) Impairmentoffinancial assets (Continued)

Trade receivables and contract assets

ECG appliesthe HKFRS 9 simplified approach to measuring expected credit losses
which uses alifetime expected creditloss allowance for all trade receivables and contract
assets.

To measure the expected credit losses, trade receivables and contract assets have been
grouped on shared credit risk characteristics and the days past due. The contract assets
relate tounbilled work in progress and have substantially the same risk characteristics
as the trade receivables for the same types of contracts. ECG has therefore concluded
that the expected loss rates for trade receivables are a reasonable approximation of the
loss ratesforthe contractassets.

The individuallyimpaired trade receivables relate to customers whose creditworthiness
has materially deteriorated and it is assessed that these receivables are not expected to
be recovered.

The expected loss rates are based on the payment profiles of sales over a period of 24
months before 31 December 2021 and the corresponding historical credit losses
experienced within this period. The historical loss rates are adjusted to reflect current
and forward-looking information on macroeconomic factors affecting the ability of the
customers to settle the receivables. ECG hasidentified the GDP of the countries in which
it sells its goodsand servicesto be the most relevant factors, and accordingly adjusts the
historical loss ratesbased on expected changesin these factors.

On that basis, the loss allowance as at 31 December 2021 and 2020 was determined as
follows forboth tradereceivables and contract assets:

Asat31 Lifetime Lifetime
December expectedloss Gross carrying expected Net carrying
2021 rate amount creditloss amount
Individual
assessment 100% 503,784 (503,784) -
Collective
assessment
Current 0%-0.4% 14,186,658 (259,394) 13,927,264
Pastdue:
1to30 days 0%-0.4% 4,499,493 (13,794) 4,485,699
31to 60 days 0%-1.8% 3,318,886 (44,043) 3,274,843
61to 9o days 0%-6.9% 2,041,916 (78,529) 1,963,387
Overgo days 0%-28% 248,619 (64,048) 184,571
24,295,572 (459,808) 23,835,764
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Financial risk management (Continued)

Financial risk factors (Continued)

(b) Creditrisk (Continued)

(i) Impairment of financial assets (Continued)

Trade receivables and contract assets (Continued)

Asat 31 Lifetime Lifetime
December expectedloss Gross carrying expected Net carrying
2020 rate amount creditloss amount
Individual
assessment 100% 531,410 (531,410) -
Collective
assessment
Current 0%-3.2% 17,897,794 (123,676) 17,774,118
Past due:
1to30 days 0%-3.2% 6,836,939 (31,634) 6,805,305
31to 60 days 0%-9.8% 1,378,489 (89,817) 1,288,672
61to 9o days 0%-12.7% 1,259,258 (20,642) 1,238,616
Overogo days 0%-20.1% 587,330 (177,917) 409,413
27,959,810 (443,686) 27,516,124

The loss allowances for trade receivables and contract assets as at 31 December reconcile
tothe openingloss allowances as follows:

Trade receivables and contract

assets
2021 2020
HK$ HK$
Openingloss allowance at 1 January 975,096 789,539
Increasein lossallowance recognised in profit orloss 16,122 145,683
Currency translation differences (27,626) 39,874
Closinglossallowance at 31 December 963,592 975,096

Trade receivables and contract assets are written off where there is no reasonable
expectation of recovery. Indicators that there is no reasonable expectation of recovery
include, amongst others, the failure of a debtor to engage in a repayment plan with ECG,
and a failure to make contractual payments for a period of greater than 180 days past
due.

Impairment losses on trade receivables and contract assets are presented as net

impairment losses within operating profit. Subsequent recoveries of amounts previously
writtenoffare credited againstthe sameline item.
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Financial risk management (Continued)
Financial risk factors (Continued)
(b) Creditrisk (Continued)
(il) Impairmentoffinancial assets (Continued)
Other financial assets at amortised cost

Otherfinancial assetsat amortised costinclude deposits, other receivables and amounts
due from related parties. (2020: same). Management monitors closely the credit
qualities and the collectability of the other financial assets at amortised cost. As at 31
December 2021, there isno loss allowance inrespect of individually assessed receivables
(2020: Nil). The impairment provision is determined based on the 12-month expected
credit losses which is close to zero.

(¢) Liquidityrisk

ECG adopts prudent liquidity risk management and maintains sufficient cash and the
availability of funding through an adequate amount of committed credit facilities.

As at 31 December 2021, the Company had net current assets of HK$9,159,180 and net
liabilities of HK$70,023,709. The ultimate holding company, JL. Enterprise Holdings Limited
(“JL Enteprise”) has in the past offered a totalloanfacility of HK$100million to the Company
and up to 31 December 2021, approximately HK$7.2 million remained available and undrawn.
In addition, JL. Enterprise has agreed to provide continuing financial support to ECG.
Management considered that ECG has sufficient financial resources and position to meet its
liquidityneeds.

The contractual undiscounted cash flows of ECG’s financial liabilities, which include trade
payables, other payables and accruals, amounts due to related parties, put option liabilities and
lease liabilities, mature within one year from the date of consolidated statement of financial
position, equal to their carrying balances asthe impact of discounting is not significant.
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Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(¢) Liquidityrisk (Continued)

The tablebelowanalyses ECG’s non-derivative financial liabilities into relevant maturity groupings
based on the remaining period at the date of consolidated statement of financial position to the
contractual maturity date. The amounts disclosed inthe table are the contractual undiscounted cash

flows.

At 31 December 2021
Tradepayables
Other payables and accruals
Amountsdueto related

parties

Put optionliabilities
Lease liabilities
Bank borrowings
Shareholder’s loan

At 31 December 2020
Trade payables
Other payables and accruals
Amountsduetorelated

parties

Put optionliabilities
Lease liabilities
Shareholder’s loan

Lessthang

months or Between 3 Between Between Total
repayable on months 1and 2 2and 5 contractual Carrying
demand and 1year years years cashflow amount
HK$ HK$ HK$ HK$ HK$ HK$
3,547,645 - - - 3,547,645 3,547,645
11,640,322 - 1,045,861 - 12,686,183 12,686,183
28,788,482 - - 4,413,207 33,201,689 33,201,689
8,479,950 - - - 8,479,950 8,479,950
531,420 1,319,551 472,219 60,502 2,383,602 2,288,306
4,589,000 - - - 4,589,000 4,589,000
- - 93,710,637 - 93,710,637 92,782,809
57,576,819 1,319,551 95,228,717 4,473,709 158,598,796 157,575,582
9,173,137 - - - 9,173,137 9,173,137
17,323,554 - 966,055 - 18,289,609 18,289,609
43,430,417 - - - 43,430,417 43,430,417
85909’813 - - - 8’909,813 8,909’813
618,535 1,880,544 1,991,107 1,675,426 6,165,612 5,743,428
- - 95,002,750 - 95,002,750 90,478,810
79,455,456 1,880,544 97,959,912 1,675,426 180,971,338 176,025,214
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Financial risk management (Continued)

Financial risk factors (Continued)

Liquidityrisk (Continued)

The table below summarises the maturity analysis of the ECG’s bank borrowings, subject to the
lenders’ rights to demand immediate repayment, based on agreed scheduled repayments set out in
the relevant agreements. The amountsinclude interest payments computed using contractual rates.
As aresult, these amountswere greater than the amountsdisclosed in the “on demand” time band
in the maturity analysis contained in the tables above. Taking into account ECG’s financial position,
the directors donot considerthatit is probable that the relevant banks will exercise their discretion
to demand immediate repayment. The directors believe that suchbankborrowings willbe repaid in
accordance with the scheduled repayment dates set out in the relevant agreements.

Between Between Total
Lessthan1 1and 2 2and5 undiscounted
year years years  cash outflow
HKS$ HKS$ HK$ HKS$
At 31 December 2021
Bank borrowings 1,032,118 1,212,818 2,627,269 4,872,205

Capital management

ECG’s objectives when managing capital are to safeguard ECG’s ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to
maintainan optimal capital structure to reduce the costof capital.

ECG actively and regularly reviews and manages its capital structure to ensure optimal capital
structure and shareholder returns, taking into consideration the future capital requirements of ECG
and capital efficiency, prevailing and projected profitability, projected operating cash flows,
projected capital expenditures and projected strategic investment opportunities. In order to
maintain or adjust the capital structure, ECG may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue newshares or sellassetsto reduce debt.

Fair value estimation

bR 13

ECG’s financialinstrumentsinclude “cash and cash equivalents”, “trade receivables”, “deposits and

”» » ”» &«

other receivables”, “amounts due from related parties”, “trade and other payables”, “amounts due
to related parties”, “bank borrowings”, “shareholder’s loan”, “put option liabilities” and “lease
liabilities”. The carrying amounts less impairment (where relevant) of these balances are a

reasonable approximation of their fair values due to their short term maturities.
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Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experiences and
other factors, including expectation of future events that are believed to be reasonable under the
circumstances.

ECGmakes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumptionsthat have
a significant risk of causing a material adjustmentto the carrying amounts of assets and liabilities
within the nextfinancialyear are addressed below.

(a)

(b)

Impairmentassessment oflong-lived assets

At the end of each reporting period, ECG reviews internal and external sources of
information to identify indications that the following classes of asset may be impaired or,
except inthe case of goodwill, animpairment loss previously recognised no longer exists or
may have decreased:

. Property, plantand equipment;
o Intangible assets; and
o Interest in joint venture

If any such indication exists, the asset’s recoverable amount is estimated. In addition, for
goodwill, the recoverable amount is estimated annually whether or not there is any
indicationofimpairment. Animpairmentlossis recognisedin the consolidated statement
of comprehensive income whenever the carrying amount of an asset exceeds its recoverable
amount.

The sources utilised to identify indications of impairment are often subjective in nature and
ECG is required to use judgement in applying such information to its business. ECG's
interpretation of this information has a direct impact on whether an impairment
assessment is performed as at the end of any givenreporting period.

If an indication of impairment is identified, such information is further subject to an
exercise that requires ECG to estimate the recoverable value, representing the greater of the
asset’s fairvalueless cost to sell orits value in use. Dependingon ECG’s assessment of the
overall materiality of the asset under review and complexity of deriving reasonable
estimates of the recoverable value, ECG may perform such assessments utilising internal
resources or ECG may engage external advisors for counsel. Regardless of the resources
utilised, ECG is required to make assumptions to make these assessments, including the
utilisation of such asset, the cash flows to be generated, appropriate market discount rates
and the projected marketand regulatory conditions. Changes in any of these assumptions
could resultin a material change to future estimates of the recoverable value of any asset.

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in the ordinary course of
business, lessestimated costs of selling expenses. These estimates arebased onthe current
market condition and the historical experience of selling products of similar nature. It could
change significantly as a result of changes in customer taste and competitor actions in
responseto severeindustry cycles. Management will reassess the estimations by the end of
each reporting period. Where the expectation is different from the original estimate, such
difference will impact the carrying value of inventories and write-down of inventories in the
period in which such estimateis changed.
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Segmentinformation

Management have determined the operating segments based on the information reviewed by the
executive directors for the purpose of allocating resources and assessing performance.

The CODM considers the business from both geographic and services perspective and concluded
the segments as eCommerce Business Services and Fast Moving Consumer Goods (“FMCG’)
primarily in Greater China (“Greater China”) and eCommerce Solution Services in Australia
(“Australia”). The CODM assesses and measures the operating performance of ECG based on the
revenue, gross profit and EBITDA (excluding impact of foreign exchange) as management believes
that such information is the most relevant in evaluating the results of ECG’s segments. EBITDA
(excludingimpact of foreign exchange)is defined as profit/loss before income tax, excluding impact
of foreign exchange gain/loss, depreciation of property, plant and equipment, depreciation of right-
of-use assets, amortisation of intangible assets, finance income, finance expense, ECG’s share of
results of joint ventures, gain on fair value of contingent consideration and provision for
impairment of intangible assets.
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Segmentinformation (Continued)

Information regarding ECG’s reportable segments as provided to ECG’s CODM is set outbelow:

Revenue from external
customers

Revenue fromrelated
companies (Note 29)

Gross profit

EBITDA gain/(loss) —
excluding impact of
foreign exchange

Net foreignexchange (loss)

Depreciation of property, plant
and equipment

Depreciation of right-of-use
assets

Amortisationofintangible
assets

Financeincome

Finance expense

Share of result of joint ventures

Profit/(loss) beforeincome tax
Income tax credit/(expense)

Profit/(loss) fortheyear

2021
Unallocated
corporate
income/
Greater China Australia (expense) Consolidated
HK$ HK$ HK$ HK$
85,188,762 69,009,477 - 154,198,239
- - 2,400,000 2,400,000
85,188,762 69,009,477 2,400,000 156,598,239
33,163,794 53,047,590 2,400,000 88,611,384
6,890,256 12,545,742  (10,244,667) 9,191,331
(585,336) (217,475) (754,085)  (1,556,896)
(40,953) (180,854) (15,926) (237,733)
(944,108) (1,010,889) - (1,954,997)
- (602,427)  (4,053,095)  (4,655,522)
- 205 10,669 10,964
(543,433) (64,247)  (2,303,999) (2,911,679)
2,791,027 - - 2,791,027
7,567,453 10,470,145  (17,361,103) 676,495
1,823,274 (1,603,067) - 220,207
9,390,727 8,867,078  (17,361,103) 896,702

_31_



eCARGO HOLDINGS LIMITED

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Segmentinformation (Continued)

Information regarding ECG’s reportable segments as provided to ECG’s CODM is set out below:

Revenue from external
customers

Revenue fromrelated
companies (Note 29)

Gross profit

EBITDA gain/(loss) —
excluding impact of
foreign exchange

Net foreignexchange
(loss)/gain

Depreciation of property, plant
and equipment

Depreciation of right-of-use
assets

Amortisationofintangible
assets

Financeincome

Finance expense

Provision forimpairment of
intangible assets

Share of result of joint ventures

Gain on fairvalue of contingent
consideration

Profit/(loss) beforeincome tax
Income tax credit/(expense)

Profit/(loss) fortheyear

2020

Unallocated

corporate

income/
Greater China Australia (expense) Consolidated
HK$ HK$ HK$ HK$
130,890,648 85,162,511 - 216,053,159
- - 2,400,000 2,400,000
130,890,648 85,162,511 2,400,000 218,453,159
24,526,972 42,348,093 2,400,000 69,275,065
3,185,218 12,241,050 (7,828,524) 7,597,744
(79,183) (45,198) 461,797 337,416
(73,488) (169,199) (22,245) (264,932)
(1,093,649) (967,072) - (2,060,721)
- (1,128,915)  (5,413,610)  (6,542,525)
- 2,803 15,811 18,614
(776,677) (182,699)  (4,281,174)  (5,240,550)
- - (33,511,315)  (33,511,315)
1,347,000 - - 1,347,000
- - 413,276 413,276
2,509,221 9,750,770  (50,165,984) (37,905,993)
145,259 (1,781,357) - (1,636,098)
2,654,480 7,969,413  (50,165,984)  (39,542,091)
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Segmentinformation (Continued)

The segment assets asat 31 December 2021 and 2020 are as follows:

As at 31 December 2021
Segmentassets
Deferredincome taxassets

Segmentliabilities

As at 31 December 2020
Segmentassets
Deferredincome taxassets

Segmentliabilities

Greater China

HKS$

53,862,682
367,474

54,230,156

(145,405,580)

57,711,426
370,535

58,081,961

(162,172,606)
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Unallocated
Corporate
Assets/
Australia  (Liabilities) Consolidated
HK$ HK$ HK$
24,363,621 16,707,651 94,933,954
1,532,605 - 1,900,079
25,896,226 16,707,651 96,834,033
(3,969,460)  (17,482,702) (166,857,742)
44,306,177 20,306,973 122,324,576
2,864,958 - 3,235,493
47,171,135 20,306,973 125,560,069
(23,931,301) (7,620,771)  (193,724,678)
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Segmentinformation (Continued)

Information about major customer

Forthe yearended 31 December 2021, there were no single external customers contributing 10% or

more of ECG’s total revenue.

For the yearended 31 December 2020, there were two single external customers contributing 10%

or more of ECG’s totalrevenue.

ECGderives revenue from the transfer of goodsand services over timeand at a pointin time in the

following segments:

Revenue from external customers

Time of revenuerecognition
Atapointintime
Overtime

Revenue from external customers

Time of revenuerecognition
Atapointintime
Overtime

2021
Greater China Australia Total
HKS$ HKS$ HK$
85,188,762 69,009,477 154,198,239
65,516,182 - 65,516,182
19,672,580 69,009,477 88,682,057
85,188,762 69,009,477 154,198,239
2020
Greater China Australia Total
HK$ HK$ HK$
130,890,648 85,162,511 216,053,159
115,330,295 - 115,330,295
15,560,353 85,162,511 100,722,864
130,890,648 85,162,511 216,053,159
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Segmentinformation (Continued)

ECGhas recognised the following assets and liabilities related to contracts with customers:

2021 2020
Contract assets 1,630,638 3,572,276
Contract liabilities 1,365,266 2,876,799

Significant changes in contract assets and liabilities

During theyearended 31 December 2021, the balance of contract assets has decreased dueto less
unbilled amount. ECG also applied the simplified approach to provide for expected credit losses
prescribed by HKFRS 9, which permits the use of the lifetime expected loss provision for contract
assets. Noimpairmentwasmade for contractassetsas at 31 December 2021 and 2020.

The balance of contract liabilitieshas increased due to theincreasein overall contract activities in
the year.

Revenuerecognised in relation to contractliabilities

The following table shows how much of the revenue recognised in the current reporting period
relates to carried-forward contractliabilities.

2021 2020
HKS$ HKS$
Revenuerecognised that was includedin the contract liabilities
balance at the beginning of the year
Servicesincome 2,876,799 2,155,757
Revenue
Revenuerecognized duringthe year was asfollows:
2021 2020
HK$ HK$
Revenue
- Serviceincome —recognized over time 91,082,057 103,122,864
- Sales of goods —recognized at a pointin time 65,516,182 115,330,295
156,598,239 218,453,159
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Expenses bynature

Outsourced services fulfilment expenses, included in cost of
sales

Outsourced web developmentand IT consultation costs,
includedin costofsales

Subscription expense for software application, included in
cost of sales

Otherdirect costs, included in cost of sales

Cost of inventories, included in cost of sales

Auditor’s remuneration

— Audit services

Employee benefitexpenses (Note 8)

Consultancy fees

Outsourced labour costs (Note 29)

Amortisation ofintangible assets (Note 15)

Depreciation of property, plantand equipment (Note 14(a))

Depreciationofright of use assets (Note 14(b))

Legal and professional expenses

Travel expenses

Operating leasesrental (Note 14(b))

IT expenses

Advertising and marketing expenses

Utilitiesand maintenance expenses

Telecommunication expenses

Insurance expenses

Otherexpenses

2021
HK$

3,578,998

15,961,887
13,256,809
35,189,161

1,400,000
60,935,141
2,851,163
600,000
4,655,522
237,733
1,954,997
2,647,391
575,322
530,248
907,966
7,784,747
399,059
227,355
270,378
5,393,201

159,357,168

Employeebenefit expenses (including Directors’ emoluments)

Wagesand salaries
Pension costs
Otheremployee benefits and welfare

2021
HK$

53,447,794

3,574,290
3,913,057

60,935,141

2020
HK$

5,903,066
193,138

42,814,417
30,109,448
70,158,025

1,280,000
51,142,904

600,000
6,542,525
264,932
2,060,721
3,524,844
446,691
544,137
1,091,622
3,887,000
358,503
247,270
317,914
3,635,805

225,122,062

2020
HK$

45,374,431

2,283,651

3,484,822

51,142,904
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Benefits and interests of Directors (disclosures required by section 383 of the Hong
Kong Companies Ordinance (Cap. 622) and Companies (Disclosure of Information
about Benefits of Directors) Regulation (Cap. 622G)

Directors’ emoluments

The remuneration of each Directoris setout below:

Forthe yearended 31 December 2021:

Emoluments paid or receivable in respect of a person’s services as a Director, whether of the Company undertaking:

Emoluments
paid or
receivable in
respect of
Director’s other
services in

connection with

Employer’s Remunerations  the management

contribution to  paid or receivable of the affairs of

a retirement in respect of  the Company or

benefit accepting office its subsidiary
Fees Salary Others* scheme as Director undertaking Total
HK$ HK$ HK$ HK$ HK$ HK$ HK$
Mr. John Lau” - - - - - - -
Mr. Christopher Lau ! - - - - - - -
Mr. Rupert Myer AO# 105,285 - - - - - 105,285
Mr. Heath Zarin 2 40,639 - - - - - 40,639
Mr. Yuming Zou# 105,285 - - - - - 105,285

Mr. Lam Von Villy

Mendoza # 3 47,350 - - - - - 47,350
298,559 - - - - - 208,559

Executive Director
Independent Non-Executive Directors

Resigned on 7 April 2021
Resigned on 15 July 2021
Appointed on 15 July 2021

Included discretionary bonuses, housing allowance and estimated money value of other benefits
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Benefits and interests of Directors (disclosures required by section 383 of the Hong
Kong Companies Ordinance (Cap. 622) and Companies (Disclosure of Information

about Benefits of Directors) Regulation (Cap. 622G) (Continued)

Directors’ emoluments (Continued)

Forthe yearended 31 December 2020:

Emoluments paid or receivable in respect of a person’s services as a Director, whether of the Company undertaking:

Employer’s
contribution to

a retirement

Remunerations
paid or receivable

in respect of

Emoluments
paid or receivable
in respect of
Director’s other
services in
connection with
the management
of the affairs of

the Company or

benefit accepting office its subsidiary

Fees Salary Others* scheme as Director undertaking Total

HK$ HK$ HK$ HK$ HK$ HK$ HK$

Mr. John Lau” - - - - - - -

Mr. Christopher

Lau@ - - - - - - -
Mr. Rupert Myer

AO# 96,145 - - - - - 96,145

Mr. Heath Zarin# 96,145 - - - - - 96,145

Ms. Jessica Rudd: 5427 - - - - - 5427

Mr. Yuming Zou #2 90,718 - - - - - 90,718

288,435 - - - - - 288,435

~: Executive Director
: Non-Executive Director
Independent Non-Executive Directors

R

=

Resigned on 22 January 2020

N

Appointed on 22 January 2020

Directors’ retirement benefitsand termination benefits

Included discretionary bonuses, housing allowance and estimated money value of other benefits

None ofthe Directorsreceived or will receive any retirement benefits or termination benefits during

the year (2020: Nil).

Consideration provided to third parties for makingavailable Directors’ services

The Company does not pay consideration to any third parties for making available Directors’

services duringtheyear (2020: Nil).
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Benefits and interests of Directors (disclosures required by section 383 of the Hong
Kong Companies Ordinance (Cap. 622) and Companies (Disclosure of Information
about Benefits of Directors) Regulation (Cap. 622G) (Continued)

Information about loans, quasi-loans and other dealings in favour of Directors, controlled bodies
corporatebyand connected entities with such Directors

No loans, quasi-loans and other dealing were made in favour of Directors, controlled bodies
corporate byand connected entities with such Directors atthe end of the yearorat any time during
the year (2020: Nil).

Directors’ material interestsin transactions, arrangements or contracts

Other than those disclosed in Note 29 to the financial statements, no significant transactions,
arrangements and contractsin relationto ECG’sbusiness to whichthe Company wasa party and in
which a Directorhad a material interest, whether directly orindirectly, subsisted at the end of the
yearorat any time duringtheyear.

Other income
2021 2020
HK$ HK$
Government grant 580,976 4,278,754
Fairvaluegain on contingent consideration - 413,276
IT consultancyincome (Note 29(a)) 2,851,970 -
Others 1,685,184 1,266,298

5,118,130 5,958,328

No Employment Support Scheme (2020: HK$458,304), Job Keeper Subsidy (2020:

HK$1,394,097), and ATO Cashflow Boost (2020: HK$850,651), Export Market Development

grants of HK$580,976 (2020: HK$1,575,704) were recognised for the year ended 31 December 2021.
There are no unfulfilled conditions or other contingencies attaching to these grants. ECG did not

benefit directly from any other forms of government assistance.

Other (losses)/gains - net

2021 2020
HK$ HK$

Net foreign exchange (losses)/gains (1,556,896) 337,416
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11 Finance expense - net

Financeincome:
- Interest income on short-term bank deposits

Finance expense:

- Interest andfinance charge paid/payable forlease
liabilities (Note 14(b))

- Interest expense on borrowings

- Interest expense on bankborrowings

- Interestexpenseonput optionliabilitiesand contingent
consideration

Finance expense - net

12 Incometax (credit)/expense

Current income tax

- Australian corporate tax
Over provision in prioryears
Deferredincome tax (Note 24)

Income tax (credit)/expense

2021 2020

HK$ HK$
10,964 18,614
(166,599) (305,403)
(2,640,662) (4,418,652)
(104,418) -

- (516,495)
(2,911,679) (5,240,550)
(2,900,715) (5,221,936)
2021 2020

HK$ HK$
1,092,004 4,632,157
(572,458) -
(739,753) (2,996,059)
(220,207) 1,636,098

Subsidiaries established in Hong Kong are subject to Hong Kong profits tax at a rate of 16.5%
(2020:16.5%). For the year ended 31 December 2021, tax recession relates to tax reduction to tax
payable under Two-Tiered Profits Rates Regime capped at HK$165,000 for one of the Hong Kong
incorporated entities of the Group (2020: HK$165,000). No provision for Hong Kong profits tax
has been made as ECG had sufficient tax losses brought forward to offset against the estimated
assessable profit forthe year ended 31 December 2021. No provision for Hong Kong profitstaxhas
beenmade as there wasno assessable profit forthe year ended 31 December 2020 in Hong Kong,.

Subsidiaries established in Australiaand the PRC are subjectto 30% (2020: 30%)and 25% (2020:
25%)incometaxrate duringtheyear respectively. No provision for PRC profits tax has been made
as there wasno assessable profit for the year ended 31 December 2021 and 2020 in PRC.
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12 Incometax (credit)/expense (Continued)

The tax on ECG’s profit/(loss) before income tax differs from the theoretical amount that would
arise using the domestic tax rates applicable to losses in the respectively of ECG companies as

follows.
2021 2020
HK$ HK$
Profit/(loss) beforeincome tax 676,495 (37,905,993)
Less: jointventure’s results reported net of tax (2,791,027) (1,347,000)

(2,114,532) (39,252,993)

Tax calculated at domestic tax rates applicable in the

respective countries (507,774) (6,538,859)
Tax effect of:

- Income not subject to tax (9,131) (827,753)

- Expenses not deductible for tax purposes 122,152 5,770,546

- Overprovisionin prioryears (572,458) -

- Temporary differences not recognised 97,804 -

- Tax losses for which no deferred income taxassetswere

recognised 3,101,815 3,037,497

- Utilisation of previously unrecognised taxloss (2,452,615) (405,333)

Income tax (credit)/expense (220,207) 1,636,098

13 Earnings/(loss) per share
(a) Basic

Basic earnings/(loss) per share is calculated by dividing the profit/(loss) attributable to
owners of the Company by the weighted average number of ordinary sharesin issue during

the year.
2021 2020
HK$ HK$
Earnings/(loss) attributable to owners of the Company 896,702 (39,542,001)
Weighted average number of ordinary sharesin issue 615,250,000 615,250,000
Basicearnings/(loss)pershare (HK$ cents pershare) 0.15 (6.43)

(b) Diluted

Diluted earnings/loss pershare for the yearis equal to the basicearnings/loss per share as
there areno potential dilutive ordinary shares outstandingduring the year (2020: same).
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14(a) Property, plantand equipment

Furniture and Computer Office Leasehold
fixtures equipment equipment improvement Total
HK$ HK$ HK$ HK$ HK$
Asat 1 January 2020
Cost 693,528 2,528,772 1,230,429 4,564,923 9,017,652
Accumulated depreciation
and impairment (381,310) (2,267,207) (1,218,729) (4,496,643) (8,363,889)
Netbook amount 312,218 261,565 11,700 68,280 653,763
Year ended 31 December 2020
Opening net book amount 312,218 261,565 11,700 68,280 653,763
Additions 25,464 175,230 - - 200,694
Depreciation charge (Note 7) (46,536) (142,480) (10,254) (65,662) (264,932)
Currency translation differences 26,786 22,179 108 327 49,400
Closing net book amount 317,932 316,494 1,554 2,045 638,925
Asat 31 December 2020
Cost 765,989 2,852,402 1,278,555 4,775,000 9,671,946
Accumulated depreciation and
impairment (448,057) (2,535,908) (1,277,001) (4,772,055) (9,033,021)
Netbook amount 317,932 316,494 1,554 2,045 638,925
Year ended 31 December 2021
Opening net book amount 317,932 316,494 1,554 2,945 638,925
Additions - 212,726 23,698 - 236,424
Depreciation charge (Note 7) (48,959) (185,167) (631) (2,976) (237,733)
Currency translation differences (15,075) 38,001 339 31 23,296
Closing net book amount 253,898 382,054 24,960 - 660,912
Asat 31 December 2021
Cost 811,487 3,052,781 1,021,986 4,775,000 9,661,254
Accumulated depreciation and
impairment (557,589) (2,670,727) (997,026) 4,775,000 (9,000,342)
Netbook amount 253,898 382,054 24,960 - 660,912
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14(b) Leases
This note providesinformation forleaseswhere ECGis a lessee.
@{) Amountsrecognised in the consolidated statement of financial position

The consolidated statement of financial position shows the following amounts relating to

leases:
2021 2020
HKS$ HKS$
Right-of-use assets
Buildings 1,859,848 5,194,936
Leaseliabilities
Current 1,770,763 2,069,644
Non-current 517,543 3,673,784
2,288,306 5,743,428

There were no additions to the right-of-use assets during the 2021 financial year (2020:
HK$1,272,298). There was HK$1,278,614 decreased to the right-of-use assets during 2021
financial year asa result of modificationsto onelease agreement. (2020: Nil).

(i) Amountsrecognisedin the consolidated statement of comprehensive income

The consolidated statement of comprehensive income shows the following amounts relating

toleases:
Note 2021 2020
HK$ HK$
Depreciation charge of right-of-use
assets
Buildings 7 1,954,997 2,060,721
Interest expense (included in finance cost) 11 166,599 305,403
Expenses relating to short-term leases
(included in administrative expenses) 7 530,248 544,137
696,847 849,540

The total cash outflowforleases in 2021 was HK$2,498,230 (2020: HK$2,127,794).
(iii) ECG'sleasingactivities and how these are accounted for

ECGleases variousoffices. Rental contracts are typically made for fixed periods of 12 months
to 3 years,butmayhave extension options as described in (iv) below.

Leaseterms are negotiated on anindividual basisand contain a wide range of different terms
and conditions. The lease agreements do not impose any covenants other than the security
interests in the leased assets that are held by the lessor. Leased assets may not be used as
security for borrowing purposes.
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14(b) Leases (Continued)
(iv) Extensionand terminationoptions
Extension and termination options areincluded in a number of property leases across ECG.
These are used to maximise operational flexibility in terms of managing the assets used in

ECGs operations. The majority of extension and termination options held are exercisable only
by ECG and not bytherespectivelessor.

15 Intangible assets
Contractual
customer Supplier
Goodwill  relationships  relationships Brand name Software Total
HK$ HK$ HK$ HK$ HK$ HK$
As at1January 2020
Cost 67,800,865 6,619,456 25,523,158 27,910,185 112,244,432 240,098,096
Accumulated amortisation and
impairment (49,225,340) (6,509,132) (4,654,113) (6,505,257)  (109,779,184)  (176,673,026)
Net book value 18,575,525 110,324 20,869,045 21,404,928 2,465,248 63,425,070
Year ended 31 December 2020
Opening net book amount 18,575,525 110,324 20,869,045 21,404,928 2,465,248 63,425,070
Amortisation charge (Note 7) - (108,072) (2,571,457) (2,734,082) (1,128,914) (6,542,525)
Impairment (19,567,211) - (13,944,104) - - (33,511,315)
Currency translation differences 991,686 (2,252) (5,104) 1,686,475 99,452 2,770,257
Closing net book value - - 4,348,380 20,357,321 1,435,786 26,141,487
As at 31 December 2020
Cost 74,151,213 7,239,446 27,913,700 30,524,302 112,922,959 252,751,620
Accumulated amortisation and
impairment (74,151,213) (7,239,446)  (23,565,320) (10,166,981)  (111,487,173)  (226,610,133)
Net book value - - 4,348,380 20,357,321 1,435,786 26,141,487
Year ended 31 December 2021
Opening net book amount - - 4,348,380 20,357,321 1,435,786 26,141,487
Amortisation charge (Note 7) - - (1,079,258) (2,973,837) (602,427) (4,655,522)
Currency translation differences - - (196,984) (1,427,336) (58,414) (1,682,734)
Closing net book value - - 3,072,138 15,956,148 774,945 19,803,231
As at 31 December 2021
Cost 70,296,489 6,863,106 26,462,617 28,037,508 112,511,089 245,070,809
Accumulated amortisation and
impairment (70,296,489) (6,863,106)  (23,390,479)  (12,981,360)  (111,736,144)  (225,267,578)
Net book value - - 3,072,138 15,956,148 774,945 19,803,231
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Intangible assets (Continued)

Notes:

(a)

Goodwill of cash generating unit (“CGU”)

Goodwill is attributable to the Australia CGU and FMCG CGU. The recoverable amount of
AustraliaCGU and FMCG CGU were determined based on higher of value in use calculations
and fair value less cost of disposal. As at 31 December 2020, the recoverable amount of
goodwill was determined based on value in use calculations. The calculations used pre-tax
cash flow projections based on financial budget covering a five year period approved by
management. Cash flows beyond the projection period were extrapolated using the terminal
growth rate stated below. The terminal growth rate did not exceed the long-term average
growth rate forthe business in which the CGU operates. As at 31 December 2020, valuations
were undertakenbyan independent and qualified valuer, Asset Appraisal Limited.

Goodwill is allocated to the Group’s CGUs in the following :

Australia CGU FMCGCHU Total

HK$ HK$ HK$

At1January2019 12,266,992 43,974,099 56,241,001
Addition - 12,728,104 12,728,104
Impairment - (49,276,724)  (49,276,724)
Currency translation differences (120,516) (996,430) (1,116,946)

At 31 December2019and

1January 2020 12,146,476 6,429,049 18,575,525
Impairment (13,284,136) (6,283,075) (19,567,211)
Currency translation differences 1,137,660 (145,974) 991,686

At 31 December 2020 and
1January2021 - - -
Exchange differences - - -

At 31 December 2021 - - -
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Intangible assets (Continued)

(a)

Goodwill of cash generating unit (“CGU”) (Continued)

@)

(i)

AustraliaCGU
The key assumptions used for value in use calculation in 2020 for Australia CGU were
as follows:
2020
Compound annual growth rate (“CAGR”) -5.4%
of revenue forthefive-year period
Terminal growthrate 0.9%
Pre-taxdiscountrate 28.4%
EBITDA margin Between7.3%-8.6%
Management determined budgeted EBITDA margin based on past performance and
its expectations for market development. The discount rate used was pre-tax and
reflect specificrisksrelatingto the Australia CGU.
An accumulated impairment loss of HK$13,284,136 was recognised for the goodwill
of Australia CGU, reducing the carrying amount of the goodwill to nil as at 31
December 2020.
If the CAGR of revenue for the five-year period was reduced by 2% with all other
variables held constant, ECGwould have had torecognise a further impairment to the
carrying amount of otherintangible assets approximately of HK$593,000.
FMCGCGU

The recoverable amount of FMCG was determined based on a value-in-use calculation.
The following table sets out the key assumptions for FMCG where the value-in-use
calculationwasused:

2020
CAGR of revenue for the five-year period 5.2%
Terminal growthrate 2%
Pre-taxdiscountrate 28.7%
EBITDA margin Between4.6% -6.8%

In light of the changes in market conditions of the CGU, the expected growth of the
CGU was adjusted to reduce the five years compound annual growth rate to 5.24% and
adjusted the pre-tax discountrateto 28.7% with the other key assumptions remaining
consistent with previous value-in-use calculations. Such changes to the valuation
resultedinan impairment loss of HK$6,283,075and HK$13,944,104 being recognised
against goodwill and intangible assets respectively in interim 2020. Accordingly, the
carrying amount of the goodwill reduced to nil.

If the EBITDA marginwasreduced by 2% with all other variables held constant, ECG
would have had to recognise a further impairment to the carrying amount of other
intangible assets approximately of HK$11,600,000.

If the CAGR of revenue for the five-year period was reduced by 2% with all other
variables held constant, ECGwould have had to recognise a furtherimpairment to the
carrying amount of otherintangible assets approximately of HK$9,000,000.

As at 31 December 2020, management concluded that there was no indicator for
furtherimpairment in respect of the other assets of FMCG.
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Intangible assets (Continued)

(b)

(@)

Impairmenttestsforintangible assets of CGUs

The carrying value of intangible assets other than goodwill is primarily comprised of the
following CGUs:

AustraliaCGU (Notei)
Contractual customer relationships

FMCGCGU (Noteii)
Supplierrelationships

(i) AustraliaCGU

(i1)

Brand name
Software

Brand name

2021 2020

HK$ HK$
2,320,634 3,869,240
774,945 1,435,786
3,095,579 5,305,026
3,072,138 4,348,380
13,635,514 16,488,081
16,707,652 20,836,461

As at 31 December 2021, since no impairmentindicator was identified for the Australia
CGU for intangible assets other than goodwill, no impairment assessment was

performed.

FMCGCGU

As at 31 December 2021, since no impairment indicator was identified for the FMCG
CGU for intangible assets other than goodwill, no impairment assessment was

performed.

As at 31 December 2020, impairment loss of HK$13,944,144 was recognised during

the year with the key assumptions mentioned above.

Amortisation

administrative expenses for the year ended 31 December 2021.
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Subsidiaries

As at 31 December 2021, the Company has direct and indirect interests in the following subsidiaries:

Name

eCargo
Enterprise
Limited

ECG Digital
Holdings
Limited

Jessica’s
Suitcase Pty
Limited

ECG
Distribution
Holding
Limited

ECG Asia
Limited

Enrich
Technologies
Limited

ECG Digital
Commerce
Limited

eCargo (China)
Holdings
Limited

Amblique Pty
Limited

JLE (China)
Limited

Jessica’s
Suitcase Co.
Limited

Place of
incorporation/
establishment
and kind of
legal entity
Hong Kong,
limited liability

British Virgin
Islands (“BVT”),
limited liability

Australia, limited

liability

BVI, limited
liability

BVI, limited
liability
BVI, limited

liability

Hong Kong,
limited liability

BVI, limited
liability

Australia, limited
liability

Hong Kong,
limited liability

Hong Kong,
limited liability

Equity Equity Particulars of
interest held interest held issued
by the by the share
Principal activiiesand Company Company capital/registered
place of operation directly indirectly capital
Provision of 100% - HK$10,000
eCommerce ordinary share
technologies services capital
in Hong Kong
Investment holdingsin 100% - 50,000 ordinary
Hong Kong shares of US$1
each
Operate an online store  100% - 2,116 ordinary
shares of
A$51,513
Investment holdingsin 100% - 50,000 ordinary
BVI shares of US$1
each
Investment holdings 100% - 50,000 ordinary
in BVI shares of US$1
each
Dormant 100% - 1 ordinary share
of US$1each
Provision of - 100% HK$10,000
eMarketplace ordinary share
technology services capital
in Hong Kong
Investment holdings - 100% 1 ordinary share
in BVI of US$1each
Provision of - 100% 134,410 ordinary
eCommerce shares of A$1
solutions servicesin each eCARGO
Australia HOLDINGS
LIMITED
Investment holdings - 100% HKS$100 ordinary
in Hong Kong share capital
Dormant - 100% HK$10,000
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Subsidiaries (Continued)

As at 31 December 2021, the Company hasdirect and indirectinterests in the following subsidiaries:

(Continued)
Place of Equity Equity Particulars of
incorporation/ interest held  interest held issued
establishment Principal activities by the by the share
and kind of and place of Company Company capital/registered
Name legal entity operation directly indirectly capital
I FZ R The PRC, limited Provision of - 100% RMB13,000,000
% oA R liability eCommerce registered share
] business services in capital
the PRC
AN EE(L#)  The PRC, limited Provision of - 100% US$10,000,000
HIRA A liability eCommerce registered share
support and capital

Metcash Export

Australia, limited

marketing services
in PRC

Operate an online

85% (note)

100 ordinary

Services Pty liability store and trading of shares of A$1
Limited FMCG each
Metcash Asia The PRC, limited Provision of - 85% (note) RMB 9,000,000
Limited liability eCommerce registered share
support and capital
marketing services
in PRC
Enrich Hong Kong, limited  Dormant - 100% HK$1,000
Technologies liability ordinary share
(HK) Limited capital
EcTrade Hong Kong, limited  Dormant - 100% HK$1,000
Limited liability ordinary share
capital
Note

ECG acquired 85% interest in Metcash Export Services Pty Limited (“MES”) and Metcash Asia
Limited (“MAL”) (collectively the “MES Group”) in February 2019. Management concluded that
ECG has effectively control the remaining 15% equity interest of MES Group. Further details are
includedin Note 30. As such, ECG hasnot recognised any non-controlling interestin respect of the
remaining 15% equity interest legally held by remaining shareholders of MES and ECG has
accounted for MES Group as 100% owned in the consolidated financial statements of the Group.
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17 Interests injoint ventures
2021 2020
HK$ HK$
Interests injoint ventures
Beginningofthe year 529,486 213,554
Investmentin joint ventures (Notea andb) 781,170 -
Share of results from joint ventures 2,701,027 1,347,000
Dividend received from joint ventures (1,244,947) (1,031,068)
End ofthe year 2,856,736 529,486

Note:

(a) In January 2021, ECG established PJF Wines Limited (“PJF”) with CN Investment
Limited, a related party. PJF is a limited liability company incorporated in BVI and is
engagedin thetradingof diningwines in Mainland China. Both ECG and the other holds
50% equityinterestin PJFand theyjointly control PJF asthe key operating and financial
decisions of PJF required unanimous consent from them.

(b) In August 2021, ECG established Mellow Asia Limited (“Mellow”) with Mellow.store
Limited, an independent third party. Mellow is a limited liability company incorporated
in Hong Kong and is engaged in the trading of non-psychoactive chemical products in
Asia-Pacific region. Both ECG and the other shareholder holds 50% equity interest in
Mellow and they jointly control Mellow as the key operating and financial decisions of
Mellow required unanimous consent from them.

% of ownership interest

Asat 31 December

Place of Country of Measurement
Name of entity Principal activity business incorporation 2021 2020 method
PJF Wines Limited Trading of dining Hong Kong BVI 50% - Equity method
wine
Mellow Asia Limited Trading of non- Hong Kong Hong Kong 50% - Equity method
psychoactive

chemical products
Asean Business Group Trading of fast Australia Australia 33.33% 33.33%  Equity method
Pty Limited (“ABG”) moving consumer
goods
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Interests in joint venture (Continued)

Reconciliation of summarised financial information
Summarised unaudited financial informationfor joint ventures

Set out belowis the summarised unaudited financial information of the material joint venture as at

and for the year ended 31 December 2021 and 2020 which are accounted for using the equity
method.

ABG ABG
2021 2020
HK$ HK$
Current assets 12,999,660 8,525,734
Current liabilities (6,338,516) 6,937,117
Profit afterincometax 8,808,162 4,041,004

The information above reflects the amounts presented in the financial statements of the material
joint venture not ECG’sshare of those amounts.

Reconciliation of the summarised unaudited financial information presented to the carrying

amountof ECG’sin ABG.

ABG ABG

2021 2020

HK$ HK$
Net assets
Beginningofthe year 1,588,617 640,662
Profit forthe year 8,808,162 4,041,004
Distribution to shareholders (3,734,841) (3,093,207)
Currency translation difference 553 158
End ofthe year 6,662,491 1,588,617
Percentage of ownership interest 33.33% 33.33%
Interestin jointventures 2,220,608 529,486

Individuallyimmaterial joint ventures

In addition totheinterests injoint ventures of ABG disclosed above, ECG also hasinterestsin joint
ventures of PJF and Mellow whose financial information are individuallyimmaterial as at and for
the year ended 31 December 2021. As at 31 December 2021, the carrying amount of interest in
individually immaterial joint ventures that are accounted for using the equity method were
approximately HK$636,000 (2020: nil).
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Financial instruments by category

ECG holds the followinginstruments:

Financial assets

Financial assetsatamortised cost

Trade and otherreceivables (excluding prepayments)
Amountsduefrom related parties

Cash and cash equivalents

Financialliabilities

Financialliabilities at amortised cost

Trade and other payables (excluding non-financial liabilities)
Amountsduetorelated parties

Shareholder’sloan

Bankborrowings

Put optionliabilities

Leaseliabilities

Inventories

Finished goods

2021 2020
HKS$ HK$
26,344,651 27,308,889
4,648,375 1,568,397
32,644,769 48,677,017
63,637,795 77,554,303
12,381,846 21,629,145
33,201,689 43,430,417
92,782,809 90,478,810
4,5895000 -
8,479,950 8,909,813
2,288,306 5,743,428
153,723,600 170,191,613
2021 2020
HKS$ HKS$
2,820,453

6,289,302

The cost ofinventoriesrecognised as an expense and included in “cost of sales” amounted to HK$

35,189,161(2020: HK$70,158,025).

There was no writedown of inventories to net realisable value during the year ended 31 December

2021 (2020: Nil).

Tradereceivables
2021 2020
HK$ HK$
Trade receivables 23,168,718 24,918,944
Less: provision forimpairment (963,592) (975,096)
22,205,126 23,943,848

Management considered the carrying amounts of trade receivables approximate their fair values.
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Tradereceivables (Continued)

Credit terms granted to customersare normally 30 days. The aging analysis of the trade receivables

basedon invoice dateis as follows:

2021 2020

HK$ HK$

1— 30 days 12,296,626 15,636,993

31— 60 days 4,485,699 3,056,485

61— 9o days 3,274,843 340,087

Overgodays 2,147,958 4,910,283
22,205,126

23,943,848

ECG applies the HKFRS 9 simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade receivables and contract assets.

The loss allowance increased by a further HK$16,122 to HK$963,592 for trade receivables assessed
underindividual and collective assessments during the current reporting period. ECG does not hold
any collateral or other creditenhancements over these balances.

Information about the impairment of trade receivables, ECG’s exposure to credit risk and foreign
currencyrisk and details about the calculation of the allowance canbe found in Note 3.1.

The carrying amounts of ECG’s trade receivables are denominated in the following currencies:

2021 2020
HK$ HK$

HK$ 472,970 1,178,280
RMB 2,405,252 4,577,934
A$ 11,343,207 16,276,178
NZ$ - 1,562,236
US$ 7,846a646 -
Others 137,051 349,220
22,205,126 23,943,848

The maximum exposure to credit risk at the reporting date is the carrying value of trade receivables
mentioned above.
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21 Prepayments, deposits and other receivables

Prepayments

Rentaland utilities deposits
Otherreceivables

Prepayments, deposits and other receivables

Less: non-current portion
Deposits

Current portion

2021
HK$

1,519,532
2,244,959
1,894,566

5,659,057

(412,619)

5,246,438

2020
HK$

1,068,616

1,820,932
1,979,354

5,768,902

(435,245)

5,333,657

Other receivables were neither past due nor impaired and they were interest-free and repayable
on demand as at 31 December 2021 and 2020. Management considersthat the carrying amounts

of deposits and other receivables approximate their fair values.

The carrying amounts of ECG’s deposits and other receivables are denominated in the following

currencies:

HKS$
RMB
A$
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HK$

809,392
594,324
2,735,809

4,139,525

2020
HK$

393,644
438,987
2,967,655

3,800,286
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Cash and cash equivalents

Cash and cash equivalents are denominated in the following currencies:

Cash onhand

HKS$
RMB

Cash at banks

HK$
RMB
A$
US$
Others

Total

1,098,629
5,110,800
21,604,691
4,328,530
329,272
32,561,922

2020
HK$

376,885
4,649,713
31,981,461
11,323,796
119,338

48,451,193

48,677,017

As at 31 December 2021, the amount of cash at banks represented ECG’s maximum exposure to

credit risk.

The conversion of RMB denominated balances into foreign currencies is subject to the rules and
regulations of foreign exchange control promulgated by the relevant government authorities.
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23 Tradepayables, other payables and accruals
2021 2020
HK$ HK$
Trade payables 3,547,645 9,173,137
Accrued expenses 3,965,552 8,681,928
Accrued employee benefit expenses 3,851,982 5,833,601
Otherpayables 4,868,649 3,774,080
Otherpayablesand accruals 12,686,183 18,289,609
Less: non-current portion
Otherpayables (1,045,861) (966,055)
11,640,322 17,323,554

15,187,967 26,496,691

The carrying amounts of ECG’s trade payables, other payables and accruals are denominated in the

followingcurrencies:

2021 2020

HKS$ HK$

HK$ 3,351,715 2,997,650
RMB 1,687,966 5,037,857
A$ 11,113,661 19,202,113
US$ 80,486 131,461
Others - 3,665
16,233,828 27,462,746
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24 Deferred income tax

At1January

Credited to the consolidated statement of comprehensive

income (Note12)

Currency translation differences

At 31 December

2021
HK$

(6,637,323)

739,753
(119,245)

(6,016,815)

2020
HKS$

(9,931,616)

2,996,059
298,234

(6,637,323)

The movements in deferred income tax assets and liabilities during the year, without taking into
consideration the offsetting of balances within the same taxjurisdiction, are asfollows:

(i) Deferredincome tax assets

Movements

At 1 January 2020

Credited to the consolidated
statement of comprehensive
income

Currencytranslation
differences

At 31 December 2020

At 1 January 2021

Credited to the consolidated
statement of comprehensive
income

Currencytranslation
differences

At 31 December 2021

Deferred Accruals & Right-of-use

revenue provision assets Other Total
HK$ HK$ HK$ HK$ HK$
531,051 2,123,043 98,289 137,774 2,890,157
314,548 489,932 14,769 267,927 1,087,176
86,363 250,810 10,924 44,105 392,202
931,962 2,863,785 123,982 449,806 4,369,535
931,962 2,863,785 123,982 449,806 4,369,535
(487,055) (1,008,353) 12,102 (313,413) (1,796,719)
(35,331) (105,518) (6,771) (14,941) (162,561)
409,576 1,749,914 129,313 121,452 2,410,255

_57_



eCARGO HOLDINGS LIMITED
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
24 Deferred income tax (Continued)

(iY) Deferredincome tax liabilities

Movements

At 1 January 2020

Credited to the consolidated statement of
comprehensiveincome

Currencytranslation differences

At 31 December 2020

At 1 January 2021

Credited to the consolidated statement of
comprehensiveincome
Currencytranslation differences

At 31 December 2021

Accelerated
depreciation
and Accrued

amortisation income Total
HK$ HK$ HK$
(12,119,499) (702,274) (12,821,773)
1,948,884 (40,001) 1,908,883
(23,542) (70,426) (93,968)
(10,194,157) (812,701)  (11,006,858)
(10,194,157) (812,701)  (11,006,858)
1,876,695 659,777 2,536,472
18,838 24,478 43,316
(8,298,624) (128,446) (8,427,070)

Deferred income tax assets are recognised for tax loss carried forward to the extent that the
realisation of the related tax benefit through future taxable profits is probable.

As at 31 December 2021, ECG did not recognise deferred income tax assets of HK$ 33,765,192 (2020:
HK$34,189,647) in respect of accumulated losses amounting to HK$179,273,164 (2020:
HK$186,906,428) that can be carried forward against future taxable income. As at 31 December
2021, in respect of the accumulated losses of HK$135,080,189 and HK$8,574,352 arisingin Hong
Kong and Australia, respectively, does nothave any expiry date while the accumulated taxlosses of
HK$626,073, HK$13,324,750, HK$14,549,088 and HK$7,117,812 arising in the PRC will be

expired in 2022, 2024, 2025,and 2026.

25 Share capital

As at 1January 2020, 31 December 2020 and 31 December 2021
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Number of

shares

615,250,000

Share
capital
HK$

427,820,968
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Notes to the consolidated statement of cash flows

(a) Cash generated from operations forthe year comprises:

Profit/(loss) beforeincome tax

Adjustmentsfor:

- Depreciation of property, plantand equipment (Note 14)
- Depreciation of right-of-use assets (Note 14(b))

- Amortisation of intangible assets (Note 15)

- Net foreign exchange losses/(gain) (Note 10)

- Provisionforimpairment of trade receivables (Note 3.1)
- Financeincome (Note 11)

- Finance expense (Note 11)

- Share of results of joint ventures (Note 17)

- Provisionforimpairment for goodwill (Note 15)

- Fairvalue gain on contingent consideration (Note 10)

Changes in working capital:

- Inventories

- Trade receivables

- Contract assets

- Prepayments, deposits and other receivables
- Trade payables

- Contract liabilities

- Otherpayables and accruals

- Balances with related parties

Cash (used in)/generate from operations
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2021 2020
HK$ HK$
676,495 (37,905,993)
237,733 264,932
1,954,997 2,060,721
4,655,522 6,542,525
1,556,896 (337,416)
16,122 145,683
(10,964) (18,614)
2,911,679 5,240,550
(2,791,027) (1,347,000)
- 33,511,315
- (413,276)
9,207,453 7,743,427
3,468,849 9,626,986
1,722,600 (3,247,751
1,941,638 23,311
109,845 48,149
(5,625,492) (13,099,789)
(1,511,533) 464,987
(5,603,426) 5,412,081
(13,296,586) 17,322,774
(9,586,652) 24,294,175
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Notes to the consolidated statement of cash flows (Continued)

(b) Reconciliation ofliabilitiesarising from financial activities

The reconciliation of liabilities arising from financial activities is as follows:

Balance as at 1 January 2020

Cash flows

Acquisition -lease

Interest accrued

Foreign exchange adjustments

Balance as at 31 December
2020

Cash flows
Interest accrued
Foreign exchange adjustments

Lease modification

Balance as at 31 December
2021

Shareholder’sloan

Shareholder’sloan

Leases Bank
Borrowings liabilities borrowings Total
HK$ HK$ HK$ HK$
(85,603,517) (5,923,851) - (91,527,368)
(1,000,000) 2,127,794 - 1,127,794
- (1,272,298) - (1,272,298)
(3,875,293) (305,403) - (4,180,696)
- (369,670) - (369,670)
(90,478,810) (5,743,428) - (96,222,238)
- 2,498,230 (4,589,000) (2,090,770)
(2,303,999) (166,599) - (2,470,598)
- (155,123) - (155,123)
- 1,278,614 - 1,278,614
(92,782,809) (2,288,306) (4,589,000) (99,660,115)
2021 2020
HK$ HK$
92,782,809 90,478,810

On 29 August 2016, ECGentered into an agreement with JL Enterprises Holdings Limited, ECG’s
ultimate holding company, wholly owned by Mr. John Lau, the Executive Chairman of ECG.
Pursuant tothe agreement, JL Enterprises Holdings Limited agreed, to provide a loan facility inan
aggregate amount of up to HK$50 million to support ECG’s working capital requirements. On 15
March 2017, an addendum agreement was signed to amend the maximum outstanding amount of
the loan facility to HK$70 million. On 14 February 2019, another addend um agree ment was signed
toamend the maximum outstanding amount of the loan facility to HK$100 million (Note 29). As at
31 December 2021, the carrying amount of the shareholder’s loan from JL Enterprises Holdings
Limited amounted to HK$92,789,809 (2020: HK$90,478,810), representing the outstanding
principal amounts and interest accrued thereon.
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Shareholder’sloan (Continued)

All loan facilities are unsecured and bear interest at prime rate quoted from the Hong Kong and
Shanghai Banking Corporation Limited from time to time. All loan facilitiescanbe utilised at ECG’s
demand and are repayablein accordance with a separate agreement to be made between ECG and
JL Enterprises Holdings Limited. As at 31 December 2021, ECG and JL Enterprises Holdings
Limited mutually agreed that the shareholder'sloanis not required to berepaid in the next twelve
monthsfrom the reporting date. There isno repayment on demand clause in the shareholder’sloan
agreement.

The carrying amount of shareholder’s loan approximates to its fair value and is denominated in
HKS$.

The weighted average interestrate of the shareholder’s loan bear average coupon rate of 2.8% per
annum (2020: 5% perannum).

Bank Borrowing
Asat As at
31 December 31 December
2021 2020
HK$ HK$
Current
Bank borrowing 4,589,000 -

As at 31 December 2021, the Group’s bank borrowing was interest bearing at the Hong Kong Best
Lending Rate minus 2.25% per annum and secured by personal guarantee given by the Executive
Chairman ofthe Company. The bank borrowing wasdominated in HK$.

The carrying amount of borrowing approximatesto its fair value and is denominated in HK$.
The weighted average interest rate of the bank borrowing was 2.3% per annum (2020:Nil).

Accordingto the repayment schedule of the bank borrowing, without considering the repayable
demand clause, bank borrowing wasrepayable as follows:

Asat
31 December
2021
HK$

Within 1 year 915,357
Between1and2years 1,125,933
Between2and 5years 2,547,710

The bankborrowing does not have anytermsof financial covenant.
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Related partytransactions

JL Enterprise Holding Limited, a companyincorporated in the Cayman Islands and wholly owned
by Mr. John Lau, the Executive Chairman of ECG, is being regarded as the ultimate holding
company of the Group and of the Company. Chess Depositary Nominees Pty Ltd., a company
incorporatedin Australia is being regarded as the immediate holding company of the Group and of

the Company.

The Board of Directors are of the view that the following parties were considered related parties

that had transactionsorbalances with ECG:

Nameof related party

Mr. John Lau

Mr. Rupert Myer AO

Mr. Lam Von Villy Mendoza

Mr. YumingZou

JL Enterprises Holdings Limited

CS China Logistics Limited
Allport CargoServices Limited

Cargo Services Far East Limited
Cargo Services (China) Limited
Cargo Tiancheng Technology Limited
CS Logistics Solutions Pty Limited
CN Investment Limited

CN Logistics Limited

CN Logistics Limited (HK)

EC-GO eCommerce Limited

BRI — 4= B 55 IR A 7
PRI B R & R AR A ]

Dreamtown International Ltd

I T A A B Deis AR AT IR A R] B9 W
Asean Business Group Pty Limited

PJF Wines Limited

Mellow Asia Limited
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Relationship withECG

Executive Director/Executive Chairman
Independent Non-executive Director
Independent Non-executive Director
Independent Non-executive Director
Shareholder ofthe Company,
controlled by Mr. John Lau
Shareholder ofthe Company,
controlled by Mr. John Lau
Shareholder ofthe Company,
controlled by Mr. John Lau
Controlledby Mr. John Lau
Controlledby Mr. John Lau
Controlledby Mr. John Lau
Controlledby Mr. John Lau
Controlledby Mr. John Lau
Controlled by Mr. John Lau
Controlled by Mr. John Lau
Controlled by Mr. John Lau
Controlled by Mr. John Lau
Controlled by Mr. John Lau
Controlled by Mr. John Lau
Controlled by Mr. John Lau
Joint venture
Joint venture
Joint venture
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Related partytransactions (Continued)

The following transactions were carried out with related parties:

2021 2020
HK$ HK$
(a) Revenue —note (i)
Sales of software development services:
- Cargo Services Far East Limited 2,400,000 2,400,000
IT Consultancyrevenue
- Cargo Services Far East Limited 2,851,970 -
(b) Expenses —note (i)
Purchase of outsourcedlabour services:
- Cargo Services Far East Limited 600,000 600,000
Purchasesof outsourced import, storage, and
courier fulfillment services:
- Allport Cargo Services Limited - 7,862
- Cargo Service (China) Limited 3,389,465 3,508,069
- CN Logistics Limited 148,830 1,600,824
Lease payment/rental expense:
- Cargo Services Far East Limited 130,752 185,340
5,902,095

4,269,047

(c) Key Management compensation —note (ii)

Details of the Key Management compensation are disclosed in Note 9 to this consolidated

financial statement.
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Related partytransactions (Continued)

The following transactions were carried out with related parties: (Continued)

(d)

Balances withrelated parties — note (iii)

- Allport Cargo Services Limited
- PJF Wines (HK) Limited

- YT A R HARES A BRA 7

- BT — s BT RS AR AR

Amountsduefrom related parties

Current

- Cargo Services Far East Limited
- Cargo Services (China) Limited
- CN Logistics Limited

- CN Logistics Limited (HK)

- CS China Logistics Limited

- EC-GO eCommerce Limited

- Dreamtown International Ltd

- M T AL I PR asA REEA PR ] il A ]

0

Non-current
- EC-GO eCommerce Limited — note (iv)

Amountsduetorelated parties
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2021
HK$

486,828
1,498,830

2,655,997
6,720

(184,211)
(23,400,637)

(55,163)
(717,922)

(4,430,549)

(28,788,482)

(4,413,207)

(33,201,689)

2020
HK$

192,739

1,370,597
5,061

1,568,397

(14,629,815)
(18,925,855)
(1,219,623)
(2,354)
(768,686)
(4,413,207)
(3,309,942)
(160,935)

(43,430,417)

(43,430,417)
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Related partytransactions (Continued)

The following transactions were carried out with related parties: (Continued)

(e) Shareholder’sloan

Total
HKS$
At1January 2020 85,603,517
Loan advanced duringtheyear 1,000,000
Interest charged 3,875,293
At 31 December 2020 90,478,810
At1January2021 90,478,810
Interest charged 2,303,999
At 31 December 2021 92,782,809
Notes:
1) These transactions are carried out on terms mutually agreed with the related parties.
(i) Key Management are deemed to be the directors who have responsibility for planning,

directing, and controllingthe activities of the Company.

(iii) Balances with related parties arise mainly from sale and purchase transactionsand are due
one month after the date of sale or purchase. Thereceivable balances and payable balances
bearnointerestand aredenominated in HKS$.

(iv) The amount of HK$4,413,207due to EC-GO eCommerce Limited (“EC-GO”) was classified
as a non-current liability as at 31 December 2021 for which ECG and EC-GO mutually
agreed that the amount is not required to be repaid in the next twenty-four months from
the reporting date.

Putoption liabilities

On 25 February 2019, ECG acquired 85% interest in MES Group. In connection with the acquisition,
a put option to sell the remaining 15% equity interest in MES Group was granted to Metcash Limited
(“Metcash”), the original shareholders. Metcash may exercise the put option at any time on and
from the datethat is 18 months after the completion date. The put optionhasno expiry date.

Management has recognised the put option as a financial liability in the statement of financial
position as a reduction of equity attributable to non-controlling interest and accounted for MES
Group as 100% owned since the date of acquisition. As such, ECG has not recognised any non-
controlling interestin respect of theremaining 15% equity interestlegally held by Metcash.

The exercise price of the put option is at a fixed price plus 15% of the net assets value at the

acquisition date. It is recognised as a financial liability in the statement of financial position and
carried at amortised cost.
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Assets

Non-currentassets
Property, plantand equipment
Intangible assets
Investmentsin subsidiaries

Currentassets
Amountduefrom a related party
Cash and cash equivalents

Total assets

Equity

Equity attributable to owners of the Company

Share capital

Accumulated losses

Total deficit

Liabilities

Non-currentliability
Shareholder’sloan

Currentliabilities
Amountsdueto subsidiaries

Amountsduetorelated parties
Otherpayablesand accruals

Total liabilities

Total deficit and liabilities
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Note

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Statement of financial positionand reserve movement of the Company

2021 2020

HKS$ HKS$
30,357,562 30,357,562
30,357,562 30,357,562
1,170 -

4,229 4,889

5,399 4,889
30,362,961 30,362,451
427,820,968 427,820,968

(495,278,796)

(489,382,770)

(67,457,828)

(61,561,802)

92,782,809 90,478,810
3,429,811 1,052,475
1,244,948 -
363,221 392,968
5,037,980 1,445,443
97,820,789 91,924,253

30,362,961 30,362,451




eCARGO HOLDINGS LIMITED
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

Statement of financial positionand reserve movement of the Company (Continued)

Note:
(a) Reserve movement ofthe Company
Accumulated losses
HK$
As at 1 January 2020 (449,920,555)
Loss forthe year (39,462,215)
As at 31 December 2020 and 1 January 2021 (489,382,770)
Loss forthe year (5,896,026)

As at 31 December 2021 (495,278,796)
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