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Financial Highlights

BETEHLEE
Year ended
2021 &
12A31H
December 31,
2021
(NREBEEBT
BHETHERD)
(RMB in millions,
unless specified)
(REX)
(audited)
WA Revenue 9,452.4 6,185.1 52.8%
EF Gross profit 933.4 698.6 33.6%
F A i F Profit for the year 4124 187.4 120.0%
KNAGHEZREEN  Profit attributable to equity
Y A shareholders of the Company 296.2 123.2 140.4%
2 A ([ERER]) Earnings per share (‘EPS”)
(BlRAREIT) (RMB per share)
— &K — basic 0.213 0.089 139.3%
— 5 — diluted 0.213 0.088 142.0%
F3R 2021 BECHEER

05



06 Cogobuy Group

ETEHRES

Chairman’s Statement

SR B RFERA ﬁiﬁﬂf&r%
EWTNER TS - AIEBSREENSESE
$%@%Eﬁ@/ﬂ(%ﬁ/u)—# &A|OT%§EE§1¢W¢E ' J«/(
[(BlBERM+EERE INETaEREREX R

mm$

BREEBEHACTIE-m-Z2EXHE "RE
BERBRENEHRRER - [FEARM] X &
B EENRMRE 6 - [FEER]A

HE fH 55 BE A 1 AloT £ i A HEi‘%E’Ji‘* © 2 H o
REBE BERE HIA THHEESRT
SEEOANACTE %EE&‘EFFAEWHEW HHIT &

B AACTY % EMEXME @S
BAE G ARN S MEEERCAEL
B R -

T FERHFEITEAINARZFE BERAS
THRBREE O FAMESGEETTAE A
ATEXMER T ABOE @ & — PHETH
MEXR BEHCGEZTETENERE2BR B
NIEE - RBATITELTIHY SR RELANS
o AAREEMNEBEREANMBEKE - &
SEBEENBIRBRM+ BEEREINEE
B 25 URECEXR TEEEERT
—BRIER o

Annual Report 2021

In 2021, the global semiconductor market revenue continues to reach
new highs, benefit from the continued rise in chip demand. In order to
grasp the momentum of chip development, the Group has continued
growing its business in the chip and AloT smart hardware market.
The Group has formed “Comtech and Ingdan” dual-platform serving
the entire “Chips-Devices-Cloud” AloT industry chain, bringing
significant revenue growth to the Group. “Comtech”, a technology
services platform for the chip industry, and “Ingdan”, a platform
providing AloT technology and services, the two platforms together
create a closed loop of “Chips-Devices-Cloud” AloT ecosystem and
deploy services in five major AloT verticals: Vehicle-to-everything,
Smart Home, Robotics, Smart Manufacturing, and Smart Medical.
The Group will continue growing its business during the 5G era and
seize the development opportunities in the trillion-yuan chip market.

2021 was the first year of China’s “14th Five-Year Plan”, and the
national policy has strongly supported the development of technology.
The policy has accelerated the empowerment of 5G to multiple
industries and boosted the development of the AloT industry which
further driving the demand for chips. Driven by the explosive growth
of 5G applications in vertical industries, the demand for chips and
modules in the upstream and downstream of the industry has
increased, bringing significant profit growth to the Group’s business.
The Group will continue leverage “Comtech + Ingdan” platforms
together to serve the entire 5G industry chain and to drive rapid
business growth.
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Chairman’s Statement (Continued)

Through its “Comtech” platform, positioned in the midstream of the
chip application industry, the group maintains business relationships
with over 50% of global high-end chip suppliers and many leading
domestic chip companies, allowing it to connect hundreds of global
high-end chip suppliers upstream, and tens of thousands of AloT
hardware companies downstream, while providing them chip
application development solutions and sales services. During the
year, “Comtech” officially became a platinum-level donor to the
OpenAtom Foundation, — an organization dedicated to creating an
independent and controllable OpenHarmony AloT ecosystem and
industry standards. Working together with technology giants, the
Group can utilize OpenHarmony on a variety of smart devices, and
promote information security and the independent and controllable
core technology industries in China. The Group successfully launched
the first Smart BMS battery management system based on a
combination of domestic chips and OpenHarmony solutions, leading
to Group’s business to new opportunities.

With the accelerated development of 5G, the Group has long
recognized the opportunities and provided iPaaS (Integration Platform
as a Service) services such as technology integration solutions,
marketing solutions and distribution services to core technology
suppliers in the “Chips-Devices-Cloud” ecosystem along the AloT
value chain through the two business platforms of “Comtech” and
“Ingdan”. By leveraging its technological expertise in integrating
upstream and downstream industrial supply chain resources, the
Group worked with different AloT suppliers to formulate various
solutions for chips and technology integration, bringing new
developments in the five major AloT verticals. For example, in V2X,
the Group cooperated with various chip manufacturers, module
suppliers, automobile manufacturers. During the year, the Group,
together with the world’s leading FPGA suppliers, jointly created a
hardware acceleration engine of LIDAR’s 3D cloud data to empower
the smart transportation field. The Group will continue explore
opportunities in the iPaaS market, with implementation of more iPaaS
projects, and bringing strong growth momentum to the Group.

F3; 2021 REBSHER
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Chairman’s Statement (Continued)

R 20226 - 5GRMTAIB A MBI KA X #:5 T
SCGEXHERBRRERE  STELENRY
FlERSEK  FEEHFBRTERA - A&
EEERBERAN  WHAIRARMN+EE
RS TFaR 2EHEEXEGCEXE
UHMEZEEASERHNESLZE AR £F
EBBIRNEAMELEREE  —ETERNES
EXERNTERELCNBER SEHGEEER
JERRER N EENEB A NEEEER
FOpenHarmony & 1 [A] 3 & - # B & Be i 14 &
HEWEMIG o

MBEHNERENRTERETY Ba2R
KREEHREST SEETHIRAERTIEE
GoHEMEBRHAEINES T AP
BR1T ORI R2022F MER T =RARKER
B ROBEESENEREN - I [RER
MIEBRERREEXERESENEIE
TRLAEABRNYEEEBATCHREEXENED
EmEL AEEHREXERLRITESER
EBROANZSR SEEBERRBIBES
RERNEL - SENEGEEIHETH
BEMIEHEANMARE YL L &E— T
REBERBERAEATESHNER SEBEER
BRECAMS BEKRASEERENZLE
N BHKREBRHFRE SRRTEESH
BERE R -

R AANEBERREFSRUKEARMNE
EE BT FF HEBREMASKEZOR
REGTAKENELER R —EXHBUUR
ROH R o

EFETE
BWE
EB 202264 A14H

Annual Report 2021

Looking ahead in 2022, with the maturity of 5G technology and the
support of national policies, the 5G industry will continue to expand
rapidly and empower digital transformation across many industries,
which led to a continuous increase in demand for chips. The Group
will take advantage of favorable policies and use of the “Comtech and
Ingdan” dual-platform to penetrate the entire 5G industry chain and
capture the AloT business opportunities in China. At the same time,
as a leading enterprise in the domestic chip industry, the Group
actively promote the development of industrial ecosystem and
industry standardization. The Group will strengthen the development
for the integration of the Group’s chips application and OpenHarmony
solutions, helping the Group to grow its business within the AloT
industry.

The business potential of Cogobuy Group is viewed favorably by the
market and financial institutions. “Comtech”, a subsidiary of the
Group, has received strong financial support from eight financial
institutions. For example, the Bank of China (Shenzhen) granted a
credit facility of RMB300 million in early 2022, which endorses and
supports the development potential of the Group’s chip business. In
addition, “Comtech” received additional capital injection from the
Guangdong Provincial Industrial Development Fund, demonstrating
the provincial government’s confidence in the Group’s business in the
domestic chip industry. The Group believes that with the strong
support of the national policies, the Group’s business will continue its
high growth in the future. The Group is actively preparing its
Subsidiary, “Comtech”, to be listed independently on A shares in
Mainland China, which will further help the Group benefiting from the
domestic capital market. The Group will continue to penetrate into IC
markets and enable the Group’s chip business to continue to grow
rapidly, as well as bring greater value to Shareholders.

Lastly, on behalf of the Board, | would like to take this opportunity to
express my sincere gratitude to our management, staffs, customers,
suppliers, and our most valued Shareholders for their contributions,
and continuous support to the Group.

KANG Jingwei, Jeffrey
Chairman of the Board
Hong Kong, April 14, 2022
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BUSINESS REVIEW AND OUTLOOK

Overall business and financial performance of the
Group

We are a technology services platform (iPaaS) serving the global
integrated circuits chips industry and AloT ecosystem in China. The
Group operates under a dual-platform model, Comtech (“Comtech”),
a technology services platform for the chip industry, and Ingdan
(“Ingdan”), a platform providing AloT technology and services.
Together, the two platforms form the “Comtech + Ingdan”
development model, serving the entire “chip-device-cloud” AloT
industry chain, so as to provide technical integration solutions,
marketing solutions and distribution services to customers.

Comtech focuses on IC chip distribution and application design for
AloT enterprises in China. Meanwhile, Ingdan focuses on the research
and development (“R&D”) and sales of proprietary products, as well
as customized application design, which include related support
services for modules, devices, and cloud, to further develop AloT
module customized solutions. The Group leverages its own
technological expertise in integrating upstream and downstream
industrial supply chain resources to provide services for the five main
AloT verticals: Vehicle-to-everything (“V2X”), Smart Home, Robotics,
Smart Manufacturing, and Smart Medical. Through the two business
platforms, the Group is creating a closed loop of “Chips-Devices-
Cloud” AloT ecosystem.

The strong demand for chips has been continuously boosted under
the accelerated development of industrial digitization and domestic
5G construction, which enabled the Group’s revenue benefit from
significant growth and support during the year. As of December 31,
2021, the Group generated a revenue of approximately RMB9,452.4
million, as compared to approximately RMB6,185.1 million for the
corresponding period in 2020, representing an increase of
approximately 52.8%. The Group recorded an increase of 120.0% in
net profit after tax compared to the corresponding period in 2020.
Gross profit was approximately RMB933.4 million, representing an
increase of approximately 33.6% year-on-year. As part of our strategy
to increase our revenue and profitability, the Group will continue to
penetrate deep into IC sales and modules for smart hardware
markets, and further exploit the advantage of our proprietary products
and technology.

F3; 2021 REBSHER
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Management Discussion and Analysis (Continued)
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Annual Report 2021

Comtech is the Group’s technical service platform, positioned in the
midstream of the chip application industry and has been engaging in
chips application development solutions and sales services. The
platform maintains connection with over 50% of global high-end IC
suppliers and many leading domestic chip companies, allowing it to
connect hundreds of global high-end chip suppliers upstream, and
tens of thousands of AloT companies downstream, while providing
them with chips application development solutions and sales services.
Following the series of strategic investments entered into between the
Group and nineteen investors during 2020, the Group entered into
another subscription agreement with Guangdong Industrial
Development Fund in June 2021, for an equity interest of 4.92% of
Comtech. The investment supports Comtech’s rapid development in
the trillion-RMB domestic chip market, and will help the Group’s core
business resume its high growth trajectory. Upon completion, the
Group holds approximately 62.42% of Comtech, and Comtech will
continue to be consolidated into the Group’s consolidated financial
statements. Moreover, The Group obtained approval from The Hong
Kong Stock Exchange Limited (the “Stock Exchange”) for the spin-
off and separate listing of “Comtech” on A shares in Mainland China (the
“Proposed A Share Listing”), which will further expand the Group’s
development in the domestic capital and chip market. As the
domestic chip market gains strong support from national policies,
“Comtech” is making progress on the procedures for the Proposed A
Share Listing. After the completion of the Proposed A Share Listing,
the Company will remain the ultimate controlling shareholder of
“Comtech”, and its financial results will still be consolidated into the
Company, which will facilitate the sustainable growth of the Group’s
performance. Moreover, in order to give investors a clearer
understanding of the main business of “Comtech” and “Cogobuy
Group”, the Company plans to change its name from “Cogobuy
Group” to “Ingdan Inc.”. The proposed name change of the Company
has been approved by the Board and will be subject to Shareholders’
approval at the annual general meeting in June 2022.
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In the era of the Internet of Everything, information technology and
industries are constantly innovating. At the same time, it is also
necessary to establish an industry ecology and standards to promote
information security and the independent and controllable core
technology industries in China. Comtech became a platinum-level
donor to the OpenAtom Foundation during the year, committed to
create an independent and controllable OpenHarmony industrial
ecosystem and industry standards with technology giants, to apply
OpenHarmony on a variety of smart terminal devices, and to further
promote the standardization of smart hardware and technology
applications in various industries. During the Reporting Period, the
Group successfully launched the first Smart BMS battery
management system based on a combination of domestic chips and
OpenHarmony solutions, which are mainly used in the smart battery
products of new energy vehicles, electric motorcycles, and the
industrial power system. The launch of Comtech’s first OpenHarmony
product not only demonstrates the Group’s core advantages and
industrial integration capabilities, but also lays the foundation for the
integration of the Group’s chip applications and OpenHarmony
solutions, leading the Group’s business to new opportunities.

The vigorous development of the chip industry has led to a sharp
increase in the demand for domestic chip professionals. In order to
support the cultivation of chip application technology talents, the
IngDan Academy, under the Group’s IngDan, cooperates with
Shenzhen Public Training Management Service Center for HighSkilled
Talents to organize charity vocational skills training courses during the
Reporting Period. IngDan Academy was founded on the Group’s
advantageous resourcefulness in the chip industry. By introducing
world-leading technologies to trainees, IngDan Academy cultivates
talents of chip application technology for the domestic chip industry.
The Group will continue to promote the training of professionals in
chips to facilitate the development of the chip application industry.

F3; 2021 REBSHER
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In 2021, global chip sales volume was 1.15 trillion pieces, with a YoY
increase of 26.2% to US$555.9 billion. The Semiconductor Industry
Association (SIA) predicts global chip sales will increase by 8.8% in
2022. The Group expects that its business will continue to benefit
directly from the growth in chip demand. In addition, China is
undergoing large-scale and rapid development of 5G. 5G technology
will increase the comprehensive application and popularization of
chips and have a positive impact on the Group’s chip sales. The
Ministry of Industry and Information Technology predicts that the total
number of 5G base stations will exceed 2 million in 2022, and will be
deployed in advance for the development of the next-generation
communication technology 6G. With the national policy strongly
driving the development of technology advancement, high-frequency
chips will be in increasing demand, we believe it will bring a new
phase of rapid growth to our chip business.

5G and Al technology applications are widely emerging in the market,
driving traditional industries to actively participate in intelligent
transformation. Further expansion and enrichment of application
scenarios making AloT industry became one of the mainstreams of
global technological development, which led to semiconductor
upgrades and increased demand. According to IC Insights, Inc., total
semiconductor sales are expected to grow by 11% in 2022 and
exceed an all-time high of US$680.6 billion. At the same time, smart
transformation also involves the integration of different technologies,
and iPaaS platform services are making it easier to automate
business processes and share data across applications. The iPaaS
market is growing rapidly, according to IndustryARC Report, the
global iPaaS market is expected to reach US$6.1 billion in 2025,
representing a CAGR of 36.4% from 2020 to 2025. The Group
provided iPaaS services such as technology integration solutions,
marketing solutions and distribution services through two business
platforms to the core technology suppliers in the “Chips-Devices-
Cloud” ecosystem along the AloT value chain. These iPaaS services
cover five main AloT verticals: V2X, Smart Home, Robotics, Smart
Manufacturing, and Smart Medical, helping the Group capture the
blue ocean market of iPaaS in China.
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With the rise of 5G, intelligent and electric vehicles (“EV”), the V2X
Internet of Vehicles has been continuously developed, and the
functions of the Internet of Vehicles have expanded from emergency
relief and audio-visual entertainment to driving safety, and even to
driving assistance and autonomous driving. The development trend
of electric vehicles and autonomous driving will continue to drive the
demand for in-vehicle electronics, according to the report by Omdia,
semiconductor chips used in EV are 2.9 times more prevalent than
those of traditional internal combustion EVs, and the automotive
semiconductor industry will grow at a CAGR of 12.3% by 2025. The
Group has actively cooperated with different chip manufacturers,
module suppliers, and automobile manufacturers to make strategic
developments and invest in the Internet of Vehicles market, making
EV a new growth driver while bringing tremendous market
opportunities to the Group.

Future prospects

The Group’s goal is to become the world’s leading technology
integration service platform for the AloT smart hardware industry,
using the Group’s “Comtech + Ingdan” business model to form an
AloT “chip, device, cloud” closed loop of the smart hardware industry.
The Group strives to serve China’s growing AloT market. We intend
to pursue the following growth strategies to achieve our goal:

l. Capturing opportunities from 5G technologies

The 5G industry is set to grow rapidly in the coming years, and
demand for IC and modules from the industry’s upstream and
downstream is expected to increase. Our Comtech plans to
penetrate the entire 5G industry chain and accommodate the
strong market demand created by new 5G infrastructure and
device production in the future. Combining its own advantages,
Comtech focuses on the application section of the whole chip
industry chain to capture the opportunities of 5G and the
Internet of Everything development trajectory. In the post-
epidemic era, society’s dependence on and demand for the
Internet is expected to evolve into a long-term trend. More
industries use the Internet to pursue more precise, efficient and
stable operation models, and to further promote the
development of digitalization and intelligentization. The
combination of 5G and emerging technologies will further
promote the faster penetration of 5G applications into all walks
of life, which will bring new opportunities to the entire
technology industry.
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China Academy of Information and Communications
Technology released the “White Paper on China’s 5G
Development and Economic and Social Impact (2021)”, and
reported that China’s 5G is being commercialized, and various
industries are actively deploying 5G in different sectors. By the
end of September 2021, the number of 5G terminal connections
in China reached 445 million, more than 80% of the global
share, and the penetration rate of 5G users exceeds 27%. IHS
Markit predicts that the global GDP will grow at an average
annual rate of 2.7% by 2035, of which 5G will contribute nearly
0.2%, implicating that 5G will make a significant contribution to
the global economy. With the development and maturity of 5G
technology, the future will enter the era of efficient cloud
applications and the Internet of Everything led by Al. Equipment
upgrades will drive the demand for IC and AloT chip solutions.
The Group will provide enterprises with chips and related chip
solutions through Comtech’s chip industry service platform,
while using big data resources and Al technology to design the
most comprehensive chip application solutions to capture the
business opportunities of domestic 5G transformation.

Enhanced revenue streams from Ingdan

The Group intends to further strengthen Ingdan’s revenue
streams by developing the business into an important iPaaS
technology integration platform service provider in the AloT era,
and technology provider serving the AloT “chip-device-cloud”
industry chain, while focusing on five AloT smart hardware
fields: smart cars, smart homes, robotics, smart manufacturing
and smart medtech. As an enterprise service platform, the
Group acquires a large number of customers, their purchasing
demands and data on the online platforms, and provides
powerful data analysis tools to provide enterprise services
offline. The Group has created a “chip-device-cloud” industrial
closed loop to meet the needs of the 5G industry chain. “Chip”
— through the more comprehensive and specialized chip
solutions provided by Comtech, suppliers’ products and chips
technology applications are effectively promoted and marketed.
Ingdan focuses on “device” and “cloud” services. Using big
data resource analysis and mature integration solutions, Ingdan
provides technical integration support from modules, terminals
to the cloud, delivering tailor-made solutions for various
emerging industries. This synergy will drive greater contributions
from Ingdan to the Group in the future. As Ingdan’s R&D
projects becoming more sophisticated, our proprietary products
will contribute even more momentum to the Group’s
performance. We plan to further enhance the Group’s
performance through value-added services, including but not
limited to the provision of corporate and technology services, as
well as investment services such as incubation programs.
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Developing an ecosystem for the electronics
manufacturing value chain

The Group plans to develop an open, collaborative, and
prosperous electronic manufacturing industry ecosystem that
will benefit the business operations of our customers and
suppliers. We believe this will also drive our own long-term
business growth. We intend to broaden our platforms’ value-
added services by extending into related businesses that serve
the electronics manufacturing value chain, such as supply chain
financing, insurance, and cloud computing services.
Additionally, the Group plans to monetize the vast amount of
data we collect from our customers and suppliers, and offer
data driven services, which will include marketing and
advertising planning, merchandising, product customization,
fulfillment management, and third party data services. We
believe these complementary services will become natural
extensions of the Group’s service mix, and will help attract and
retain customers.

Further enhance customer loyalty and increase
purchases per customer

The Group plans to continue to enhance its customer loyalty
and generate more sales from existing customers. We intend to
leverage our advanced market analytics tools to make our
online and offline platforms more efficient and useful to our
customers. By continuously collecting and analyzing our
customers’ and suppliers’ data, the Group will gain a better
understanding of their needs, and can deliver customized
products according to market trends.

We will also continue to enhance customized content on our
platforms and develop new tools for customers based on their
business needs. We plan to continue to develop new
complementary services aiming to offer a complete range of
products and solutions, as well as to expand our investment in
customer services to further strengthen the effectiveness of our
platforms, order fulfilment and delivery capabilities in order to
enhance our service reliability and shorten our customer
response time. We plan to increase the repeat purchase rates
of newly acquired customers, and we will continue to provide
the key procurement personnel of our new customers with
powerful online tools, enterprise resource planning, and other
complementary services. These services will enable us to
maintain constant interactive communications with key
personnel, which in turn will allow us to better understand
customers’ demands and their product development.
Accordingly, we will be able to create customized marketing
plans targeting new customers, while cross-selling other
products.
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V. Pursuing strategic partnerships and acquisition
opportunities
In addition to growing our business through internal initiatives,
we continue to look across different segments to enhance our
business operations through strategic partnerships and
acquisitions. Such partnerships will help us expand our user
and revenue base, widen our geographic coverage, enhance
our product and service offerings, improve our technology
infrastructure, as well as strengthen our talent pool and
business advantages. The Group also plans to leverage our
market position and business model to seek attractive cross-
selling, crossmarketing, and licensing opportunities to enhance
the sales ability and seize the market opportunities brought by
5G technology.

Overview

For the year ended December 31, 2021, profit of the Group
amounted to approximately RMB412.4 million, representing an
increase of approximately RMB225.0 million as compared with
approximately RMB187.4 million in 2020. Profit attributable to equity
Shareholders amounted to approximately RMB296.2 million,
representing an increase of approximately RMB173.0 million
compared with approximately RMB123.2 million in 2020.

Revenue

For the year ended December 31, 2021, revenue of the Group
amounted to approximately RMB9,452.4 million, representing an
increase of approximately RMB3,267.3 million or approximately
52.8% as compared with approximately RMB6,185.1 million in 2020.
The Group’s revenue comprised approximately RMB9,406.0 million
of direct sales revenue, approximately RMB9.2 million of service
revenue from software licensing, approximately RMB10.6 million of
revenue from the Group’s marketplace and approximately RMB26.6
million of revenue from IngFin Financing Services. The increase was
primarily due to a strong demand for high-end chips with the large-
scale domestic expansion of 5G, Al, IoT and other technology
infrastructure.

Cost of Revenue

Cost of revenue for the year ended December 31, 2021 was
approximately RMB8,519.0 million, representing an increase of
approximately 55.3% from approximately RMB5,486.5 million for the
year ended December 31, 2020. The increase in cost of revenue was
due to an increase in revenue described under the paragraph headed
“Revenue”.
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Gross Profit

Gross profit for the year ended December 31, 2021 was
approximately RMB933.4 million, representing an increase of
approximately 33.6% from approximately RMB698.6 million
compared with the figures in 2020. The increase was primarily driven
by the results of revenue and cost of sales for the reasons described
under the paragraph headed “Revenue”. The decrease in gross
margin from 11.3% in 2020 to 9.9% in 2021 was primarily due to the
change in sales mix, in which proportion of sales of IC components to
sales of proprietary products was relatively higher for the year ended
December 31, 2021, when compared to that for the prior year. Gross
margin for sales of IC components is relatively lower than that for
sales of proprietary products.

Other Income

For the year ended December 31, 2021, other revenue of the Group
amounted to approximately RMB32.2 million, representing an
increase of approximately RMB20.3 million or approximately 170.7%
as compared with approximately RMB11.9 million in 2020. This was
primarily due to gain on disposal of subsidiaries, net amounting to
RMB18.9 million in 2021 as compared to nil in 2020.

Selling and Distribution Expenses

Selling and distribution expenses for the year ended December 31,
2021 amounted to approximately RMB63.8 million, representing a
decrease of approximately RMB16.0 million or 20.0% from
approximately RMB79.8 million in 2020. This was primarily due to a
decease in selling expenses as a result of reduced marketing costs
driven by adjustments in marketing strategies.

Research and Development Expenses

Research and development expenses for the year ended December
31, 2021 amounted to approximately RMB156.0 million, representing
a decrease of approximately RMB38.6 million or approximately 19.8%
from approximately RMB194.6 million in 2020. This was primarily due
to less expenses spent on the research and development of AloT
products and technologies as well as customized technical solutions
for proprietary products such as V2X and 5G applications.
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Administrative and Other Operating Expenses

During the year ended December 31, 2021, administrative and other
operating expenses amounted to approximately RMB237.4 million,
representing an increase of approximately RMB22.9 million or
approximately 10.7% from approximately RMB214.5 million in 2020,
which was primarily due to an increase in amortization of intangible
assets in 2021 as compared to that in 2020.

Income Tax

Qur income tax increased by approximately 172.6% from
approximately RMB17.5 million for the year ended December 31,
2020 to approximately RMB47.6 million for the year ended December
31, 2021, primarily due to an increase in profit from operations as a
result of the increased revenue and gross profit. The effective tax rate
for the year ended December 31, 2021 was 10.4%, as compared to
8.5% for the year ended December 31, 2020. The increase was
mainly due to increased ratio of profits contributed by both Hong
Kong and PRC subsidiaries to profits contributed by PRC subsidiaries
with tax exemptions. The profits tax rate in Hong Kong is 16.5% while
the income tax rate in the PRC is 25%.

Profit Attributable to Equity Shareholders of the
Company for the Reporting Period

For the year ended December 31, 2021, profit attributable to equity
Shareholders amounted to approximately RMB296.2 million,
representing an increase of approximately RMB173.0 million or
approximately 140.4% as compared to approximately RMB123.2
million in 2020. The increase was primarily due to an increase in profit
from operations as a result of increased revenue and gross profit, and
offset in part by an increase in non-controlling interests of
approximately RMB52.0 million recorded for the year ended
December 31, 2021 as compared to the corresponding period of
2020.
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Liquidity and Source of Funding

As of December 31, 2021, the current assets of the Group amounted
to approximately RMB5,279.3 million, which mainly comprised cash
and bank balances (including pledged deposits), inventories and trade
and other receivables, in the amount of approximately RMB519.3
million, RMB2,227.7 million and approximately RMB2,326.5 million,
respectively. Current liabilities of the Group amounted to
approximately RMB2,630.4 million, of which approximately
RMB405.3 million was bank loans and approximately RMB2,054.6
million was trade and other payables. As of December 31, 2021, the
current ratio (the current assets to current liabilities ratio) of the Group
was 2.01, representing a decrease of approximately 44.0% as
compared with 3.59 as of December 31, 2020. The change in the
current ratio was primarily due to an increase in inventories, offset by
an increase in trade and other payables. The increase in inventories,
trade and other payables was resulted from more purchases of
goods made in the second half of 2021 to cope with expected sales
demand in 2022.

Pursuant to the subscriptions described under paragraph headed
“Material Acquisitions and Disposals”, a redemption right is granted
by the Group to each investor. The redemption right constituted a
contract that contains an obligation for the Group to repurchase the
equity instruments of the subsidiaries of the Group and gives rise to a
redemption financial liability recognised at the present value of the
redemption price, being RMB532.0 million, and subsequently
measured at amortised cost.

The Group does not have other debt financing obligations as of
December 31, 2021 or the date of this annual report and does not
have any breaches of financial covenants.

Capital Expenditure

For the year ended December 31, 2021, the capital expenditure of
the Group amounted to approximately RMB137.7 million,
representing a decrease of approximately RMB197.6 million or
approximately 58.9% compared with approximately RMB335.3 million
in 2020. The decrease in the capital expenditure was primarily due to
a decrease in purchases of intangible assets for R&D of proprietary
products.
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Net Gearing Ratio

As of December 31, 2021, the net gearing ratio of the Group, which
was calculated by dividing net debt (total bank loans, lease liabilities
and other financial liabilities minus cash and cash equivalents,
restricted bank deposits and pledged bank deposits) by the sum of
net debt and total equity was approximately 9.2% as compared with
approximately -0.6% as of December 31, 2020. The increase was
primarily due to an increase in bank loans and an increase in other
financial liabilities as a result of subscription of equity interest in a
subsidiary during the Reporting Period.

Material Investments

The Group did not make any material investments for the year ended
December 31, 2021.

Material Acquisitions and Disposals

a)  On February 10, 2021, Cogobuy Group, Inc. (a direct wholly-
owned subsidiary of the Company) (“Cogobuy Inc.”), Gold
Tech Holdings Limited (an indirectly owned subsidiary of the
Company) and INGDAN.com (Shenzhen) Limited (an indirect
wholly-owned subsidiary of Cogobuy Inc.) (the “Purchaser
Group”) entered into an acquisition agreement (the “Acquisition
Agreement”) with Rich Wisdom Ventures Limited (the “Vendor”)
and EZ Robot, Inc., Comtech Industrial (Hong Kong) Limited
and EZ Robot (Shenzhen) Company Limited, (the “EZ Robot
Group”), pursuant to which the Purchaser Group agreed to
purchase from the Vendor the aggregate equity interest of
36,429 ordinary shares of EZ Robot, Inc., 10,000 ordinary
shares of Comtech Industrial (Hong Kong) Limited and the
entire equity interest of EZ Robot (Shenzhen) Company Limited
at an aggregate consideration of HK$180,000,000, representing
51% interest in the EZ Robot Group, subject to the satisfaction
of certain conditions.

Further details of the Acquisition Agreement are set out in the
announcement of the Company dated February 10, 2021.
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(b) On June 29, 2021, the Company and Shenzhen Comtech
Limited (“Comtech”), among others, entered into a subscription
agreement (the “2021 Subscription Agreement”) with
Guangdong Industrial Development Fund (the “June 2021
Investor”), pursuant to which the June 2021 Investor agreed to
inject capital into Comtech Industrial in the aggregate amount of
up to RMB149,999,977, for an aggregate equity interest of up
to 4.92% of Comtech Industrial.

Pursuant to the 2021 Subscription Agreement and the
subscription agreements entered into on September 10, 2020,
September 25, 2020 and October 16, 2020 (together, the
“Subscriptions”), on an aggregated basis, the Company’s
shareholding in Comtech will decrease from 75% to 62.42%, as
such, the Subscriptions constitute a deemed disposal of
12.58% of the Company’s equity interest in Comtech. Comtech
will continue to be a subsidiary of the Company and the
financial results of Comtech will continue to be consolidated
into those of the Group.

Further details of the Subscriptions are set out in the
announcements of the Company dated September 10, 2020,
September 25, 2020, October 16, 2020 and June 29, 2021.

Save as disclosed above, the Group did not have any material
acquisitions and disposals for the year ended December 31, 2021.

Future Plans for Material Investments and Capital
Assets

As of December 31, 2021, we did not have other plans for material
investments and capital assets.

Pledge of Assets

Except for the pledged bank deposits of approximately RMB382.0
million and approximately RMB142.5 million as of December 31,
2021 and December 31, 2020, respectively, the Group did not pledge
any assets for the year ended December 31, 2021. The pledged bank
deposits were placed as security for credit facilities granted by several
banks in China and Hong Kong.

Contingent Liabilities

Neither the Group nor the Company had any significant contingent
liabilities as of December 31, 2021.

F3; 2021 REBSHER

21



22 Cogobuy Group

JE = 5 82 0 A (F8)

Management Discussion and Analysis (Continued)

BE 5/ B

HE2021F12A3BIEFEARAMNIINERZR ST
RSB HERANINEERRE o DAINEET
EMEEBEERAEHEN20214F12 8318
HAMINEIERIGE o IEH IS REBRER A

1B e

MONERMEL KA ENIFEBEERBET

EARZXSBEHEBANNEERRE - AT
158 mu%%ﬁﬁ%#ﬁ%ﬁ%&%ﬁ :3
AREEAFEERERNIINEERBRE -

TIHENARE([ARE]) B EENEBLD
EETIRERR S B HE B INEEREE D
EERHmEABARE -GEPERKNKREE VIR
R2021F12A3TEM I MINEEERRE B A
R -FEAMELZB I REME2EKER
MR WA EEPWERFEANB LR -

REEXLFERNARBRINEGENEBKE - §
AZILIFAARERINEEBNXBHEN =
BHNRFEEIRERALENBEaFAERE
MoBMEET -

REE2021F12 A31HILFE » H A3 & F A

Eﬁmilﬂmﬁﬁﬁﬁﬁ%#mmﬁﬂ
BB EL AR N [ R A IE I%mﬁﬁ

%%%%ﬁ#ikm%ﬁ@ﬁo

Annual Report 2021

Foreign Exchange Exposure

Foreign currency transactions during the year ended December 31,
2021 are translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities denominated in
foreign currencies are translated at the foreign exchange rates ruling
as at December 31, 2021. Exchange gains and losses are recognized
as profit or loss.

Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated using the foreign
exchange rates ruling at the transaction dates. Non-monetary assets
and liabilities denominated in foreign currencies that are stated at fair
value are translated using the foreign exchange rates ruling at the
dates when the fair value was determined.

The results of operations with functional currency other than Renminbi
(“‘BMB”) are translated into RMB at the exchange rates approximating
the foreign exchange rates ruling at the dates of transactions.
Consolidated statements of financial position items are translated into
RMB at the closing foreign exchange rates as at December 31, 2020.
The resulting exchange differences are recognized in other
comprehensive income and accumulated separately in equity in the
exchange reserve.

On disposal of an operation with functional currency other than RMB,
the cumulative amount of the exchange differences relating to that
operation with functional currency other than RMB s reclassified from
equity to profit or loss when the profit or loss on disposal is
recognized.

We did not use any derivative contracts to hedge against our
exposure to currency risk during the year ended December 31, 2021.
However, our management monitors foreign exchange exposure and
will consider hedging significant foreign currency exposure should the
need arise.
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Events After the Reporting Period

As disclosed in the announcement of the Company dated December 7,
2021 in respect of the Proposed Spin-off and listing of Comtech (in
each case as defined therein). After the Reporting Period, for the
purpose of the Proposed Spin-off, the Company has submitted a
proposal on the Proposed Spin-off to the Stock Exchange pursuant
to Practice Note 15 of the Listing Rules (the “PN 15”) and the Stock
Exchange has confirmed that the Company may proceed with the
Proposed Spin-off under PN 15. The Stock Exchange also granted a
waiver from strict compliance with the applicable requirements in
relation to the assured entitlement under the Proposed Spin-off as
required by paragraph 3(f) of PN 15.

For further details, please refer to the Company’s circular dated
March 10, 2022. The Proposed Spin-off was approved by the
Shareholders at its extraordinary general meeting convened on March
29, 2022.

On March 31, 2022, Cogobuy Inc., a directly wholly-owned subsidiary
of the Company, entered into a share purchase agreement (the “Share
Purchase Agreement”) with Liwan Group Limited (71 &8 £E B R A 7)),
under which Cogobuy Inc. agreed to sell 7,000 ordinary shares of
Comlink Holdings Limited (“Comlink”), representing 70% interest in
Comlink for an aggregate consideration of US$4.0 million, subject to
the satisfaction of certain conditions.

Further details of the Share Purchase Agreement are set out in the
announcement of the Company dated March 31, 2022.

Save as disclosed in this annual report, there was no other significant
events that might affect the Group since the end of the year ended
December 31, 2021.

REVIEW OF OUR CONSOLIDATED FINANCIAL
INFORMATION

We have established an audit committee in compliance with the
Corporate Governance Code. The members of the audit committee
have discussed with the management of our Company and reviewed
the consolidated financial information of our Company for the financial
year ended December 31, 2021 set out in this annual report.
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OUR DIRECTORS

As at the Latest Practicable Date, the Board consists of six Directors,
comprising two executive Directors, one non-executive Director and
three independent non-executive Directors. The functions and duties
of the Board include convening Shareholders’ meetings, reporting on
the Board’s work at these meetings, implementing the resolutions
passed at these meetings, determining business and investment
plans, formulating our annual budget and final accounts, and
formulating our proposals for profit distributions and for the increase
or reduction of registered capital. In addition, the Board is responsible
for exercising other powers, functions and duties in accordance with
the Memorandum and Articles of Association.

The table below contains certain information about each of our
Directors.

AR 52 WITES TELKERHTE 201443 A 200047 A
KANG Jingwei, Jeffrey Executive Director, Chairman, and Chief ~ March 2014 July 2000
Executive Officer
HA 1B 47 BITES BRUBERAAME 201443 A 2003410 A
WU Lun Cheung Allen Executive Director, Chief Financial Officer  March 2014 October 2003
and Company Secretary
{52 4T 49 FRTES 201543 A 20109 A
NI'Hong, Hope Non-Executive Director March 2015 September 2010
gy 58 BUFNTES 201457 A 201447 A
YE Xin Independent Non-executive Director July 2014 July 2014
BT 65 BUFNTES 201746 A 201746 A
MA Qiyuan Independent Non-executive Director June 2017 June 2017
e — 62 BIYEHITES 201842 A 201842 A
HAO Chunyi, Charlie Independent Non-executive Director February 2018  February 2018
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Executive Directors

KANG Jingwei, Jeffrey (BE#({&), aged 52, is the founder and
Chairman of our Group, and was appointed as an executive Director
in March 2014. He has been appointed as our chief executive officer
since July 18, 2014. Mr. Kang is responsible for the overall strategic
planning and business direction of the Group. Mr. Kang is also a
director of the following company of the Group:

—  Cogobuy Group, Inc. (formerly known as Vision Well Global
Limited).

Mr. Kang earned his bachelor of engineering degree in electrical
engineering from South China Technology University in Guangzhou,
China in July, 1991. Mr. Kang has over 25 years of experience in the
Internet multimedia and electronic component distribution industry.
Prior to founding the Company in 2002, Mr. Kang founded the
predecessor of a former NASDAQ listed company Viewtran Group,
Inc. (“Viewtran”) (OTCMKTS: VIEWF), formerly known as Comtech
Group, in 2002, to act as a distribution channel for the sale of
electronic components in the PRC and has served as an executive
director of Viewtran until May 2014. Mr. Kang also founded an
Internet multimedia company, Viewtran Inc., in 2000.

WU Lun Cheung Allen (#Af%¥), aged 47, is the chief financial
officer and company secretary of our Group and was appointed as an
executive Director in March 2014. Mr. Wu is also a director of the
following companies of the Group:

—  Silver Ray Group Limited; and
—  Cogobuy Worldwide Limited (BHB/R I BERE PR A 7).

Mr. Wu received his bachelor of business administration degree in
accounting from The Hong Kong University of Science and
Technology in Hong Kong in 1997. Mr. Wu is a member of the Hong
Kong Institute of Certified Public Accountants and a certified public
accountant in Hong Kong. Mr. Wu is also a member and a chartered
global management accountant of the American Institute of Certified
Public Accountants. Mr. Wu has over 20 years of experience in
auditing and commercial consulting. He worked at
PricewaterhouseCoopers from 1997 to 20083, before becoming the
vice president of finance at Viewtran from 2003 to 2013, where he
was in charge of corporate finance, compliance and investment.
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Non-executive Director

NI Hong, Hope (fi%I), aged 49, was appointed as an executive
Director in March 2015. Effective from June 10, 2020, Ms. Ni became
a non-executive Director of the Company.

Ms. Ni is currently serv