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Chairman’s Statement
FEHRE

Dear Shareholders,

I have the pleasure to present you with the 2017 Annual Report of
KK Culture Holdings Limited (the “Company”) and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2017.

TRAIN MEDIA

The Train Media Business did not go that smooth as we expected
as there was a drop in advertising income due to decrease in
customer’s placing advertisement at the Guangzhou-Shenzhen
Railway — China Railway High Speed (E#4ZF555%). One mainly
reason was the increasingly stringent rules on certain industries for
placing advertisement on the Train imposed by relevant authority
in China that a couple of existing customers could not continue
to place advertisement and several potential customers had to
terminate further negotiation. Moreover, the full year amortisation
of the intangible assets of the exclusivity based on fair value at the
date of completion of acquiring the business created a large non-
cash expense item. It is obvious that both impacted adversely to
the business’ financial performance. However, we are still confident
with the business in 2018 because we have accommodated to such
changes by changing our marketing strategies by having received
more orders from other customers near the end of 2017 and the
beginning of 2018 and the intangible assets concerned on fair value
have been fully amortised and beginning from 2018, all such assets
will be amortised only at cost which is much smaller in amount. In
addition, the China’s economy was going out from the trough in 2017
and is improving, together with the appreciation of Renminbi had the
encouraging effect of spending which we believe that help boost the
Train Media business.

On the other hand, during the year, we have tried to extend
our business to other cultural arena, such as (i) entering into a
memorandum of understanding to acquire a Korean company
which engaged in television and drama production, entertainment
marketing, overseas distribution and cooperation of television series
as well as artist management and (i) entering into a cooperation
framework agreement to produce animation drama and films, develop
intellectual properties and virtual reality technology, etc. However,
we are unable to reach an agreement with respective counterparites
that made us not to proceed further on the acquisition on the Korean
Company and on the cooperation of animation-related business. Even
though, we believe that our decision is in the best interest to our
shareholders.
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RECRUIT MAGAZINE

The recruit magazine business showed some improvement in 2017,
thanks to the improvement in atmosphere of Hong Kong’s labour
market. We believe this might have related to the bullish performance
of the stock market creating the income effect that companies had a
loosen headcount budget. Having accumulated considerable amount
of rise during the year, we expect that the stock market would be
less profitable but getting bumpy and will see if this would affect the
business.

Last but not least, | would like to sincerely thank all of you for your
unfailing support to us in the past year and wish you all the best of
health and luck in 2018 and let us road to a bright and fruitful year
together.

Chen Jiarong
Chairman

Hong Kong, 26 March 2018
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I\/Ianagement Discussion and Analysis

BEEREWED N

BUSINESS REVIEW
Train Media

Reference is made on the sale and purchase agreement dated 29
January 2016 in relation to, among other things, the acquisition of
60% equity interest in Hong Kong Made (Media) Limited ("Hong
Kong Made"”) for a consideration of HK$30 million and a loan
assignment of HK$6.6 million, with a total of HK$36.6 million. The
vendors, Silver Golden Limited, Ms. Chau Lan Sze, being the sole
beneficial owner of Silver Golden Limited and Mr. Sui Chok Lee,
warranted the Group that the audited net profit after taxation of
Hong Kong Made for each of the years ended on 31 March 2017
(the “2016 Profits”) and 31 March 2018 (the “2017 Profits”) should
be at least HK$5 million (the “Profit Guarantee”). The 2016 Profits
was audited and more than HK$5 million profits was recorded.
Accordingly, the Profit Guarantee for the first financial year was
satisfied.

During the year, there were 22 trains travelling between Guangzhou
and Shenzhen. The revenue from train media business recorded for
the year ended 31 December 2017 was approximately HK$36.7
million (2016: HK$39.3 million) while the profit was approximately
HK$4.1 million (2016: HK$17.7 million). The decrease was due to
more rules imposed to limit the number of industries that can place
advertisement on the trains that existing customers could not further
display their advertisement and some potential customers had to
terminate negotiation.

On the other hand, Star Prestige Investments Limited (“Star Prestige”),
a wholly owned subsidiary of the Company, entered into an
Wi-Fi advertising media lease agreement on 1 August 2017 with
Guangzhou Shengyu Golden Line Advertising Company Limited
("Shengyu"”, BIMNEELEEESERAF]), pursuant to which
Shengyu shall lease Wi-Fi network system, its installation, facilities,
Wi-Fi network coverage (collectively referred to as “Wi-Fi Venue”)
and its digital advertising media (“Wi-Fi Media”) to Star Prestige for a
period of 41 months from 30 June 2017 to 30 November 2020 (the
first five months being rent-free period) for a consideration of RMB80
million (equivalent to approximately HK$94.5 million). As at 31
December 2017, installation of all necessary hard and softwares was
in progress in some pilot train stations.
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Management Discussion and Analysis

Recruit Magazine

Turnover for the recruitment advertising business registered a 8%
increase from approximately HK$56.5 million in 2016 to approximately
HK$61.2 million in 2017. The increase was mainly attributed to the
recruitment advertisement through the print and online platform. The
gross profit increased by 2% since the direct operating costs, such as
papers and printing, were relatively stable.

Property Investment

Apart from advertising business, the Group is also engaged in
property investment business. Express Ocean Investment Limited is a
wholly owned subsidiary of the Company which owns several office
premises in Hong Kong. This business contributes a steady stream of
rental income of approximately HK$724,000 (2016: HK$698,000)
to the Group. The increase was mainly attributed to an increase in
occupancy rate. However, there was a default of rental payment of a
tenant to a total of HK$162,000. Appropriate legal actions have been
taken to recover the outstanding rent. Subsequent to the end of 31
December 2017, the Land Tribunal adjudicated that Express Ocean
was entitled to the claim and has re-possessed the premises. For the
sake of prudence, however, such amount has been provided during
the year. The Company is currently sourcing for the premises and is
also contemplating to sell the units of the price is attractive.

Principal risk and uncertainties

In general, the Company’s businesses are subject to several factors:
(i) the overall macroeconomic condition in the People’s Republic of
China ("PRC"); (ii) changes in consumption trends; (iii). economic
and employment condition in Hong Kong; and (iv) property market
condition in Hong Kong.

These factors may or may not have material impact on the Group’s
financial conditions and results of its operation. The Company will
continue to implement prudential, operational and financial policies in
seeking to address the impact of these uncertain factors.

BEEENWED N

(F BE)FES

RIEREE X 2 &% EH T — /X% 456,500,000
I IN8% ER = F — 5 #761,200,000 87T °
EMPHEERGFEBRENRIRAE LT ETIE 2 BER
& o AR IR MRS EREE R ABRFET -
FEFIER2% °

MERLRE

BRESEBIN  REBTNEMEREER - AR
AlZ2EWNBRRRFREBRAREDEHEEE
EHFREYZE - W EBHREEEBIA 724,000
TT(=F—75% : 698,000 7T) 2 BEHE WAL
B BMEBHRAEEEF - Rl B
%%mﬁﬁmﬁﬂwom%n ARARERIUEE
ERTEUAREARGES  RZFE—tF+=A
=+—HHE%E  THBEIEHTRFEERERITI
B - A ARERR - BHSBEDEFNRE
1THHE - ARREAMESHRER - WEEBRKRE

i dunk=3== VA

FEABRIEEN
ARBZEH—RIBERZMTZE  ()PEAR
HME(THE ) BRZELERE : (iVHEBR
2B (i) BBEBELARBN  REBYE
MIHER °

FREAIRE G R G H A KB 2 MG L
XBEABEATE - ARFRBEBAETEZEE N
BEER  WERHZSEIRERE -

KK ALIZERERA T
ZE—+FFR



Management Discussion and Analysis

EEERNWED

PROSPECTS

Over the past year, China’s economic condition has been improved,
the GDP grows steadily while overcapacity has been relieved
conspicuously. Of course, the high indebtedness in both public
and private sectors remains to be a huge challenge to everyone. In
addition, the implementation of the tax cuts in the United States
of America of reducing corporate tax rate and changing corporate
income tax system from global to territorial basis is anticipated that a
flood of US Dollars will move back from overseas to the country. It is
not clear how much effect on China’s economy as well as its currency
and that would constitute a major systematic risk.

Even so, the management is still optimistic to the Train Media
business, given its mass scale of passengers and frequent trains
that can translate into a powerful promotion effect. The Group has
formulated a new strategy to accommodate the latest regulations
and has strengthen its marketing force in order to realise the market
potential of the business. Meanwhile, the Group will still consider any
quality investment opportunities with a view to maximizing return to
our shareholders.

FINANCIAL REVIEW

Turnover for the year ended 31 December 2017 was approximately
HK$98.5 million (2016: HK$96.5 million) and represented an increase
of 2.0% from the previous corresponding year which was mainly due
to the rise in revenue from recruit magazine business. The gross profit
margin improved from 80.9% in 2016 to 82.14% in 2017.

Other income increased by 1567.4% to approximately HK$6.3 million
(2016: HK$380,000) in 2017 mainly due to the exchange gain of
approximately HK$3.6 million (2016: nil) and imputed interest income
on non-current interest-free loans from a shareholder of approximately
HK$1.3 million (2016: nil).

The administrative and other operating expenses increased by 85.1%
to approximately HK$143.6 million (2016: HK$77.6 million) mainly
due to the increase in the amortisation of other intangible assets from
approximately HK$41.0 million in 2016 to approximately HK$90.4
million in 2017 and the increase of employee benefit expenses from
approximately HK$26.9 million in 2016 to approximately HK$33.7
million in 2017. As at 31 December 2017, certain receivables from
several customers have been aged over the credit period granted
by the Company. As a result, they were considered not probable
to be collected and a loss of approximately HK$4.7 million (2016:
HK$4,000) has been recognised. As at the date of this report,
approximately HK$2.5 million of the provided amount has been
recovered.
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Management Discussion and Analysis

FINANCIAL KEY PERFORMANCE

The above financial data were chosen to present in this annual
report as they represent a material financial impact on the financial
statements of the Group for the current and/or the previous financial
year, that a change of which could affect the revenue and profit
conspicuously. It is believed that by presenting the changes of these
financial data can effectively explain the financial performance of the
Group for the year ended 31 December 2017.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2017, the Group had net current assets of
approximately HK$16.2 million (2016: HK$63.7 million). The Group’s
current ratio as at 31 December 2017, which is defined as current
assets over current liabilities, was 1.2 (2016: 2.0). As at 31 December
2017, the Group had a total cash and bank balance of approximately
HK$28.5 million (2016: HK$83.4 million).

The Group’s gearing ratio as at 31 December 2017 was 3.9 % (2016:
0%), which is calculated on the basis of the Group’s total interest-
bearing debts over the total equity interest. Total bank loan as at 31
December 2017 was approximately HK$5.9 million (2016: nil).

The Group adopts centralised financing and treasury policies in order
to ensure the Group's funding is utilised efficiently. Conservative
approach is adopted on monitoring foreign exchange exposure and
interest rate risk. Forward contracts were used to hedge the foreign
currency exposure in trading and capital expenditure when it was
considered appropriate.

CAPITAL STRUCTURE

As at 31 December 2017, the total issued shares of the Company
("Shares”) was 372,614,000 (31 December 2016: 370,034,000
Shares) at HK$0.2 each.

Share Options

On 5 April 2016, a total of 3,330,000 share options of the Company
were granted to each of Mr. Tsang Hing Bun, Executive Director
and Mr. Yiu Yu Cheung, Non-executive Director at an exercise price
of HK$1.99. As at 31 December 2017, a total of 3,830,000 share
options have been exercised and 2,830,000 share options were
outstanding. No options were cancelled or lapsed during the year. For
details, please refer to the section “Share Options”.
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Management Discussion and Analysis

EEERNWED

Fund Raising Activity

There was no fund raising activity taken place during the financial
year 2017.

On 2 December 2016, the Company entered into a placing agreement
with Great Roc Capital Securities Limited (“Great Roc”, the “Placing
Agent”) pursuant to which the Company has conditionally agreed to
place, through the Placing Agent, on a best-effort basis, a maximum
of 35,000,000 Shares under the general mandate granted by the
shareholders of the Company at the annual general meeting held
on 2 June 2016 to not less than six placees who and whose ultimate
beneficial owners are third parties independent of and not connected
with the Company and its connected persons as defined in the Rules
Governing the Securities Listed on the Stock Exchange of Hong
Kong Limited at a price of HK$2.05 per share. The gross and net
proceeds raised from the placing of a total of 35,000,000 Shares
were approximately HK$71,750,000 and HK$71,000,000 respectively
where the intended use of proceeds for (i) repayment of shareholder’s
loan; (ii) development of Company’s existing business; and (iii) general
working capital of the Company and potential investments to be
identified. As at 31 December 2017, approximately HK$14 million
has been repaid to the shareholder, approximately HK$17 million
has been applied to the development of Company’s businesses and
approximately HK$40 million has been applied for general working
capital.

CAPITAL COMMITMENTS

As at 31 December 2017, the Group did not have any significant
capital commitments (2016: nil).

CONTINGENT LIABILITIES

As at 31 December 2017, the Group had no contingent liabilities
(2016: nil).

EVENT AFTER REPORT DATE

There is no significant event subsequent to the end of reporting
period.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES

The Group did not have any material acquisition or disposal of
subsidiaries during the year under review.
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Management Discussion and Analysis

ENVIRONMENTAL POLICIES AND COMPLIANCE
WITH RELEVANT LAWS AND REGULATIONS

Please refer Section Environmental, Social and Governance Report
below for details. No material impact of the relevant laws and
regulations in relation to environment is identified on business
operations.

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

Please refer to “Major Suppliers and Customers” and “Employees and
Emolument Policy” sections in “Directors’ Report”.

INVESTMENTS IN SECURITIES

The Company has invested in three securities. The details of,
the breakdown and the movement of which during the year is
summarised below:
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Management Discussion and Analysis

EEERNWED

The Company believes that, to allocate certain capital to securities
investment is a means of diversifying the Group’s risk while a higher
return in general can be improved which can in turn enhance the
Company’s value and is beneficial to the shareholders as a whole.
These securities investments are categorised as available-for-sale
financial assets and non-current assets classified as held for sales
accordingly to Hong Kong Financial Reporting Standards and the
Company consider to sell some or all of these investments when i)
there is a working capital need; ii) shortfall of fund to repay the due
debts; or iii) a profitable return is achieved.

No significant securities investments were made and no dividend
was received from the above securities during the year ended 31
December 2017.

CHARGES ON GROUP ASSETS

The Group has held several office premises as investment properties
under Express Ocean Investment Limited (“Express Ocean”), a wholly
owned subsidiary of the Company. On 22 February 2017, Express
Ocean entered into a loan agreement with Industrial and Commercial
Bank of China (Asia) Limited (“ICBC") pursuant to which Express
Ocean borrowed HK$6.1 million from ICBC by pledging all the office
premises under its name with the Company as corporate guarantor
(2016: nil). As at 31 December 2017, the outstanding loan balance
was approximately HK$5.9 million (2016: nil).
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EXECUTIVE DIRECTORS

Mr. Liu Gary Wei (“Mr. Liu"), aged 29, was appointed as Executive
Director of the Company on 8 September 2015 and further appointed
as Chief Executive Officer on 10 January 2017. He is the founder
and chairman of a private investment management company in the
People’s Republic of China. Mr. Liu holds a Bachelor of Arts Degree
from the Boston University.

Mr. Tsang Hing Bun (“Mr. Tsang”), aged 38, was appointed
as Executive Director of the Company on 8 September 2015 and
subsequently a director of several subsidiaries. He holds a Bachelor
Degree of Social Science from the Chinese University of Hong Kong
and a Master of Science Degree in Finance from City University
of Hong Kong. He has more than 16 years of experience in audit,
accounting, corporate finance and compliance. Mr. Tsang is a member
of The Hong Kong Institute of Certified Public Accountants, an
associate member of The Hong Kong Institute of Chartered Secretaries
and The Institute of Chartered Secretaries and Administrators. He is
also a financial risk manager granted by Global Association of Risk
Professionals.

NON-EXECUTIVE DIRECTORS

Mr. Chen Jiarong (“Mr. Chen”), aged 29, appointed as Chairman
and Non-executive Director on 10 January 2017. Mr. Chen is an
investor, entrepreneur and philanthropist. He has extensive investment
experience and currently has a wide variety of investments in different
industries, such as media and information technology. Mr. Chen also
highly to charity, initiating donations to numerous schools situated in
impoverished rural areas in China. Mr. Chen holds a Bachelor’s degree
in Economics from University of British Columbia and is currently the
vice president of REEEHBR A F (Kingkey Group Company Limited
for identification purpose), a Shenzhen based conglomerate. Mr. Chen
is also a director of a subsidiary of the Company.

Mr. Yiu Yu Cheung (“Mr. Yiu"), aged 35, was appointed as Non-
executive Director on 8 September 2015. He obtained a Bachelor of
Arts degree from Simon Fraser University in Canada in 2006. Mr. Yiu
has experience in banking and securities industry. From November
2009 to October 2015, he was with OSK Securities Hong Kong
Limited (now named as RHB OSK Securities Hong Kong Limited). Mr.
Yiu is also a director of Hong Kong (Made) Media Limited, a subsidiary
of the Company and a director of a subsidiary of another listed
company in Hong Kong.
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EEREREEERE

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chan Siu Lun (“Mr. Chan”), aged 38, was appointed as
Independent Non-executive Director on 1 December 2016. Mr. Chan
holds a bachelor degree in Commerce and Business (Management)
from University of Queensland, Australia. He is an associate member
of CPA Australia and The Hong Kong Institute of Certified Public
Accountants. He has over 15 years of experience in business
consultancy and financial audit. He was an independent non-executive
director of China Nonferrous Metals Company Limited (Stock Code:
8306) from July 2011 to March 2015.

Mr. William Keith Jacobsen (“Mr. Jacobsen”), aged 51, was
appointed as Independent Non-executive Director on 8 September
2015. Mr. Jacobsen is currently the managing director of a
corporation to advise on corporate finance matters. Mr. Jacobsen is a
non-executive director of Huge China Holdings Limited (stock code:
428) and an independent non-executive director of abc Multiactive
Limited (stock code: 8131). He was an independent non-executive
director of Sustainable Forest Holdings Limited (stock code: 723) from
11 January 2013 to 29 December 2017, a non-executive director of
Ping An Securities Group (Holdings) Limited (stock code: 231) from
12 August 2015 to 30 September 2016, an executive director of Auto
ltalia Holdings Limited (formerly known as Wo Kee Hong (Holdings)
Limited (stock code: 720) from 1 January 2012 to 16 October 2015,
and also an independent non-executive director of King Stone Energy
Limited (stock code: 663), Qingdao Holdings International Limited
(stock code: 499), E-Rental Car Company Limited (stock code: 1822)
and China Financial Leasing Group Limited (stock code: 2312) for
the period from 26 September 2008 to 30 September 2011, from 20
June 2008 to 27 September 2014, from 7 January 2013 to 29 August
2014 and from 1 February 2013 to 30 April 2015 respectively. He
obtained a Bachelor of Laws degree from the University of Hong Kong
and a Master of Business Administration from the University of British
Columbia.
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Mr. Chan Chiu Hung Alex (“Mr. Chan"), aged 51, was appointed as
Independent Non-executive Director on 31 March 2016. He graduated
from the Hong Kong Baptist University with a bachelor of business
administration (honours) degree in finance in 1990. He completed an
advanced diploma in specialist taxation with the Hong Kong Institute
of Certified Public Accountants in December 2012 and was admitted
as an associate with the Institute of Chartered Accountants in England
and Wales. Mr. Chan is currently a fellow of the Institute of Chartered
Secretaries and Administrators, a fellow of the Hong Kong Institute
of Chartered Secretaries, a fellow of the Association of Chartered
Certified Accountants and an associate of the Hong Kong Institute
of Certified Public Accountants. Mr. Chan has 17 years of experience
in accounting, financial management and regulatory compliance of
various industries listed in Hong Kong and Singapore. He was an
independent non-executive director of e-Kong Group Limited (Stock
code: 524) for the period from 25 February 2015 to 17 May 2017
and an independent non-executive director of Co-Prosperity Holdings
Limited (Stock code: 707), for the period from March 2015 to October
2015. Currently, Mr. Chan is an independent non-executive director
of Royal Century Resources Holdings Limited (formerly known as Kate
China Holdings Limited) (Stock code: 8125) and Feishang Non-metal
Materials Technology Limited (Stock code: 8331).

SENIOR MANAGEMENT

Ms. Chan Sin Mei, Garfield (“Ms. Chan”), aged 47, is the General
Manager of our recruitment advertising division. She rejoined the
Group in October 2014. Ms. Chan is responsible for the recruitment
and display advertising business of the Group. Ms. Chan has over
24 years of experience in the advertising industry. Ms. Chan was
the Account Director of the Group’s recruitment advertising division
during the period from 9 April 1992 to July 2002. She was the
Associate Sales Director of Careertimes Online Limited before joining
the Group.
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The Directors present their annual report and the audited financial
statements of the Company and the Group for the year ended 31
December 2017.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company and provides
corporate management services. The activities of its principal
subsidiaries are set out in note 34 to the financial statements.

BUSINESS REVIEW AND PERFORMANCE

A fair review of the Group’s businesses comprising analysis of the
Group performance during the year under review using financial
key performance indicators, description of the principal risks
and uncertainties facing the Group, are set out in the section of
“Management Discussion and Analysis” in this annual report. The
Group is poised to develop into an enterprise including different
kinds of cultural-related businesses and advertising will only become
a part of its businesses. We are looking for several quality investment
opportunities which include drama production, education, virtual
reality technology, etc., and will make announcements where

appropriate.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2017 are
set out in the consolidated statement of profit or loss and other
comprehensive income on pages 63 to 64.

DIVIDENDS

The Directors did not recommend any final dividend for the year
ended 31 December 2017 (2016: nil).

RESERVES

Details of movements in the reserves of the Group and of the
Company during the year are set out in the consolidated statement
of changes in equity on pages 67 to 68 and note 31 to the financial
statements respectively.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the past five financial years is set out on pages 177 to 178 of the
annual report.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements during the year in the property, plant and
equipment of the Group are set out in note 15 to the financial
statements.

SHARE CAPITAL

Details of movements during the year in the share capital of the
Company are set out in note 29 to the financial statements.

FUND RAISING ACTIVITIES

Please refer to “Fund Raising Activity” under “Capital Structure”
Section.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s Bye-
laws or the laws of Bermuda, which would oblige the Company to
offer new shares on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

During the year ended 31 December 2017, the Company did not
purchase, redeem or sell any of the Company’s listed securities.

DIRECTORS

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

Executive Directors

Mr. Liu Gary Wei (also appointed as Chief Executive Officer
on 10 January 2017)
Mr. Tsang Hing Bun

Non-Executive Directors

Mr. Chen Jiarong (also appointed as Chairman on 10 January 2017)
Mr. Yiu Yu Cheung
Mr. Leung Siu Kee (resigned subsequently on 26 January 2018)

Independent Non-Executive Directors

Mr. William Keith Jacobsen
Mr. Chan Chiu Hung, Alex
Mr. Chan Siu Lun
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In accordance with No. 87 of the Company’s bye-laws, Mr. Yiu Yu
Cheung, Mr. William Keith Jacobsen and Mr. Chan Chiu Hung Alex
will retire at the forthcoming annual general meeting and, being
eligible, will offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

Each of the non-executive director has entered into a service
agreement and each of independent non-executive directors has
entered into an appointment letter with the Company for a specific
term and is subject to termination by either party giving not less than
three months’ prior written notice to another.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has any service contract with the
Company or any of its subsidiaries which is not determinable by the
Group within one year without payment of compensation other than
statutory compensation.

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at 31 December 2017, the interests and short positions of
the Directors and chief executives of the Company in the shares,
underlying shares or debentures of the Company or any associated
corporations, within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO"), as recorded in the register maintained
by the Company required to be kept under section 352 of the SFO,
or as otherwise notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (the
Model Code”) were as follows:
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(A)

Interests in the Company — Long position in shares
of the Company

Directors’ Report
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(A) ARARZERE — RERRARBZHR

Approximate
Percentage in
the Issued
Share Capital of

Name Nature of Interest Number of Shares the Company
HARATS BT

HE LB ERME BB EE BAZHMAOES L

Mr. CHEN Jiarong (Note 1) Controlled corporation 95,037,657 25.51%

PR A (FsE 1) EE R

Mr. LIU Gary Wei (Note 2) Controlled corporation 50,248,828 13.49%

Do (FFEE2) VEE R

Mr. YIU Yu Cheung Beneficial owner 3,330,000 0.89%

WFREE EnEEA

Mr. TSANG Hing Bun Beneficial owner 500,000 0.13%

BEELE EnHEEA

Note 1: Under the SFO, Mr. Chen is deemed to be interested in
95,037,657 shares which are held by Upsky Global Limited, a
company wholly owned by Mr. Chen.

Note 2: Under the SFO, Mr. Liu is deemed to be interested in
50,248,828 shares which are held by Polaris Investment
Management Limited, a company wholly owned by Mr. Liu.
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(B) Interests in the Company — Long position in

(B) ARQFzED — RAQTREEROHELR

underlying shares or equity derivatives of the METAZHR
Company
Approximate
Percentage in
the Issued
Approximate Share Capital
Percentage in of the Company
the Issued Assuming all
Share Capital Options are
Name Nature of Interest Share Options of the Company Exercised
BRREH
R ERITE
HARATE BT EARATE BT
wE BB EEME BRE REAzBIEILE REZBQLEIHL
Mr. TSANG Hing Bun Beneficial owner 2,830,000 0.76% 0.75%
gEEEs EnEAA

Save as disclosed above, as at 31 December 2017, neither of the
Directors nor the chief executives of the Company had interests or
short positions in the shares, underlying shares and debentures of
the Company and its associated corporations (within the meaning
of Part XV of the SFO) which (i) were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which they
are taken or deemed to have under such provisions of the SFO); or (ii)
were recorded in the register required to be kept under section 352
of the SFO; or (iii) had to be notified to the Company and the Stock
Exchange pursuant to the Model Code.
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SHARE OPTIONS

The Company maintained a share option scheme during the year. The
share option scheme adopted by the Company on 13 July 2007 (“Old
Scheme"”) was terminated on 29 December 2015 and replaced by a
new share option scheme (the “Scheme”) was adopted on the same
date.

The purpose of the Scheme is to enable the Group to grant options
to eligible participants as incentives or rewards for their contribution
to the Group. Eligible participants of the Scheme include, without
limitation, any persons who are employees, officers, agents,
consultants or representatives of the Group. The Scheme became
unconditional upon the Stock Exchange granting on 5 January
2016 the approval of the listing of and the permission to deal in the
shares falling to be issued pursuant to the exercise of any options
to be granted under the Scheme and, unless otherwise cancelled or
amended, shall remain in for 10 years from the adoption date.

The maximum number of shares issuable under share options to each
eligible participant in the Scheme and the other scheme (if any) in any
12-month’s period shall not exceed 1% of the issued share capital of
the Company for the time being. Any further grant of share options to
any eligible participant in excess of this limit is subject to shareholders’
approval in a general meeting. The total number of shares which may
be issued upon exercise of all share options to be granted under the
Scheme and the other schemes (if any) must not in aggregate exceed
10% of the shares of the Company in issue (the “10% Limit") as at
29 December 2015, being the date of passing the resolution by the
shareholders at the special general meeting approving and adopting
the Scheme. The Company may seek approval of its shareholders in a
general meeting to refresh the 10% Limit at any time in accordance
with the Listing Rules.

The maximum number of shares which may be allotted and issued
upon exercise of all outstanding options granted and yet to be
exercised under the Scheme and other schemes (if any) shall not
exceed 30% of the share capital of the Company in issue from time
to time. The making of an offer to any Director, chief executive or
substantial shareholder of the Company, or any of their respective
associates must be approved by the independent non-executive
Directors (excluding any independent non-executive Director who or
whose associate is a proposed grantee of the share options).
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In addition, any share options granted to a substantial shareholder
or an independent non-executive Director of the Company or any
of their respective associates, in excess of 0.1% of the shares of the
Company in issue at any time or with an aggregate value (based on
the closing price of the Company’s shares at the date of the offer) in
excess of HK$5,000,000, within any 12-month’s period, are subject
to the shareholders’ approval in a general meeting in accordance with
the Listing Rules.

Any offer may be accepted by an eligible participant in respect of
less than the number of shares which are offered provided that such
number is clearly stated in the duplicate letter comprising acceptance
of the offer duly signed by such eligible participants and received by
the Company together with a remittance in favour of the Company
of HK$1.00 (which shall not be later than 21 days from the offer
date). The exercise price of the share options is determinable by the
Directors, but shall not be less than the highest of (i) the closing
price of the Company’s shares as stated in the Stock Exchange’s
daily quotations on the offer date; (ii) the average closing price of
Company’s shares as stated in the Stock Exchange’s daily quotations
sheets for the five trading days immediately preceding the offer date;
and (iii) the nominal value of the Company’s shares.

On 5 April 2016, a total of 6,660,000 share options to subscribe
for ordinary shares of par value HK$0.2 each of the Company were
granted to Mr. Tsang Hing Bun, Executive Director and Mr. Yiu Yu
Cheung, Non-executive Director where each of them was granted
3,330,000 share options at the exercise price of HK$1.99 each.
Each share option was eligible for subscription of one share of the
Company. The share options were exercisable from 5 April 2016 to
4 April 2019 and had no vesting period. As at 31 December 2017,
2,830,000 share options were outstanding.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2017, the following parties (in addition to the
Directors and chief executive of the Company) had interests or short
positions in the shares or underlying shares of the Company which
were recorded in the register of interests required to be kept by the
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Company under section 336 of the SFO: B
Long position in shares of the Company ARBARDZHFR
Approximate
Percentage in the
Issued Share Capital
Name Nature of Interest Number of shares of the Company
EARARE BT
e EB ERME RO EE REZBOBED L
Upsky Global Limited (Note 1) Beneficial owner 95,037,657 25.51%
VRIRFABR AR (M) BEHEEAA
Polaris Investment Management Beneficial owner 50,248,828 13.49%
Limited (Note 2)
Polaris Investment Management EnBEEA
Limited (Pf&E2)
Notes: 5T
1 Upsky Global Limited is wholly and beneficially owned by Mr. Chen

Jiarong, the Chairman of the Company. Mr. Chen is also the sole
director of Upsky Global Limited.

2. Polaris Investment Management Limited is wholly and beneficially
owned by Mr. Liu Gary Wei, Executive Director and Chief Executive
Officer of the Company. Mr. Liu is also the sole director of Polaris
Investment Management Limited.

Save as disclosed above, as at 31 December 2017, the Directors are
not aware of any persons (other than the Directors or chief executive
of the Company) have interests or short positions in the shares or
underlying shares of the Company which were recorded in the register
of interests required to be kept by the Company under section 336 of
the SFO.

1, TRBEFERRABARAEFRIREERE
ERER - RAEETRIRRRBRAT ZH—
g=-

2. Polaris Investment Management Limited 4~/ &
BITEERITBAHZGALEERLEHE 4
%t 4 IR Polaris Investment Management Limited
ZHE—FE -

BREXFEBEEN R_E—tFt+t-A=1—
B BEFAUTABEMAL(ESHARBRST
BABBRINRARE 2 B AR P HH#E
B|IOKR - MERARNRARIEEZ KRG EDIF
3B IHRATIHFEZ BT
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CONNECTED TRANSACTIONS

On 9 June 2017, the Company entered into a tenancy agreement
together with Kingkey Enterprise Hong Kong Limited (“Kingkey
Enterprise”) as joint tenant with an independent third party as
landlord to rent an office premises in Wan Chai for a period of three
years from 16 May 2017 to 15 May 2020. Since Kingkey Enterprise is
wholly owned by Mr. Chen lJiarong, the Chairman and a substantial
shareholder of the Company, the signing of the tenancy agreement
constitutes a connected transaction which, under the applicable
percentage ratio under the Listing Rules is more than 0.1% and less
than 5%, is subject to reporting, annual review and announcement
but exempt from circular (including independent financial advice) and
independent shareholders’ approval requirement.

Save as disclosed above, during the year ended 31 December 2017,
the Group has not entered into any connected transactions or
continuing connected transaction for the year which are required to
disclose pursuant to Chapter 14A of the Listing Rules. Meanwhile, the
Company has the necessary internal controls in place to ensure that
the terms of all connected or continuing connected transactions, if
any, are fair and reasonable and in the interest of the Company and
Shareholders as a whole.

MAJOR SUPPLIERS AND CUSTOMERS

The top five suppliers in aggregate and the single largest supplier of
the Group accounted for approximately 98% and 89% of the Group’s
total purchases in continuing operations for the year ended 31
December 2017 respectively.

The top five customers in aggregate and the single largest customer
of the Group accounted for approximately 44% and 27% of the
Group’s total sales in continuing operations for the year ended 31
December 2017 respectively.

At no time during the year did a Director, an associate of a Director,
within the meaning of the Listing Rules, or a shareholder of the
Company which to the knowledge of the Directors owns more than
5% of the Company’s share capital have any interest in the Group’s
five largest suppliers and five largest customers.

Key Relationships with Customers and Suppliers

The Group highly values the relationships with employees, customers
and suppliers as they are the foundation of the Group’s success.
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Customers

The Group provides direct services/goods to customers and conduct
surveys to interact with them to gain market insights and feedback.

The Group allows a credit period from 7 to 120 days (2016: 7 to 120
days) to its customers. The Group also continuously evaluates the
credit risk of its customers to ensure appropriateness of the amount of
credit granted. Credit terms are extended to customers based on the
evaluation of individual customer’s financial conditions. No significant
recoverability problem is identified subsequent to the reporting period.

Suppliers

The Group has either long established suppliers or suppliers from well-
known enterprises to ensure that they are able to deliver the goods/
services as requested. Furthermore, the Company has formulated anti-
bribery policies for all staff to comply.

FUTURE PROSPECTS & DEVELOPMENT

Hong Kong has become inseparable from China in all aspects,
including economic and political. This high correlation leads to a
high susceptibility as China‘’s economy is still considered a major
concern to the Group’s business. The implementation of the tax cuts
in the United States of America of reducing corporate tax rate and
changing corporate income tax system from global to territorial basis
is anticipated that a flood of US Dollars will move back from overseas
the country. This would induce a shock on currencies of all other
countries. The management will monitor how this will effect the
Company.

Although the train media business did not perform as expected, the
management still believes that it was temporary as the potential of
this business has yet fully realised. The Company will take a more
aggressive approach in order to boost the revenue. Meanwhile, any
quality projects will also be taken into consideration.

COMPETING INTERESTS

As at 31 December 2017, no Directors have involved in competing
business or have interests in companies engaging in competing
business with the Group.

INTERESTS IN SIGNIFICANT CONTRACTS

As far as the Directors are aware, at no time during the year had the
Company or any of its subsidiaries, and the controlling shareholders
or any of its subsidiaries entered into any contracts of significance
or any contracts of significance for the provision of services by the
Directors or controlling shareholders or any of their subsidiaries to the
Company or any of its subsidiaries.
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DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year was the Company and any of its
subsidiaries of the Company and its associated corporations a party
to any arrangement to enable the Directors or chief executive or any
of their spouse or children under the age of 18 to acquire benefits by
means of the acquisition of shares in or debentures of the Company
or any other body corporate.

ARRANGEMENTS TO PURCHASE SHARES

At no time during the year was the Company or any of its subsidiaries
or fellow subsidiaries, a party to any arrangements to enable the
Directors to acquire benefits by means of the acquisition of shares in
the Company or any other body corporate.

SUFFICIENCY OF PUBLIC FLOAT

Throughout the year ended 31 December 2017 and as at the date
of this annual report, based on information that is publicly available
to the Company and within the knowledge of the Directors, the
Directors confirm that the Company maintained a sufficient prescribed
public float of more than 25% of the Company’s issued shares as
required under the Listing Rules.

APPOINTMENT OF INDEPENDENT NON-
EXECUTIVE DIRECTOR

The Company has received, from each of the Independent Non-
Executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers all
of the Independent Non-Executive Directors are independent.

CORPORATE GOVERNANCE

A report on the corporate governance practices adopted by the
Company is set out on pages 26 to 37 of the annual report.

ENVIRONMENTAL POLICIES AND COMPLIANCE
WITH RELEVANT LAWS AND REGULATIONS

Please refer Section Environmental, Social and Governance Report
below for details. No material impact of the relevant laws and
regulations in relation to environment is identified on business
operations.
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EMPLOYEES AND EMOLUMENT POLICY

As at 31 December 2017, the Group had 64 employees (2016: 55).
The pay scale of the Group's employees is maintained at a competitive
level and employees are rewarded on a performance- related basis
within the general framework of the Group’s salary and bonus system.
Other employees benefits include provident fund, insurance and
medical cover.

Key Relationship with Employees

The Company strictly complies with all the applicable rules
and regulations in relation to employment, to name a few, the
Employment Ordinance, Mandatory Provident Fund Ordinance and
Personal Data (Privacy) Ordinance, etc. The Group has purchased
all necessary insurance and made monthly contributions for its staff
and has measures in place endeavored to protect all staff’s personal
information. There are channels for staff to express their opinions
with regard to their work. Moreover, the Group also strives to provide
a safe, healthy and harmonious workplace with fair and equal
opportunities for staff of both gender.

EVENTS AFTER REPORT DATE

There is no significant event subsequent to the end of reporting
period.

AUDITOR

A resolution will be proposed at the forthcoming annual general
meeting to re-appoint BDO Limited as auditor of the Company.

On behalf of the Board

Tsang Hing Bun
Executive Director

Hong Kong, 26 March 2018
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TEERKE

The Group has adopted practices which meet the Corporate
Governance Code and Corporate Governance Report for the year
(the "Code"”) as set out in Appendix 14 to the Rules Governing the
Listing of Securities (the “Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The report describes
its corporate governance practices, explains the applications of the
principles of the Code and deviations, if any.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules as its own code of conduct regarding
Directors’ securities transactions. Having made specific enquiry of
all Directors, the Company was not aware of any non-compliance
with the required standard as set out in the Model Code regarding
securities transactions by the Directors throughout the year ended 31
December 2017.

BOARD OF DIRECTORS

The Board currently comprises eight Directors, of whom two are
Executive Directors, three are Non-executive Directors and three
are Independent Non-executive Directors. The Board has in its
composition a balance of skills and experience necessary for decision
making and fulfilling its business needs. The participation of Non-
executive Director in the Board brings independent judgement on
issues relating to the Group’ strategy, performance, conflicts of
interest and management process to ensure that the interests of all
shareholders of the Company have been duly considered.

The Board considers that all of the Independent Non-executive

Directors are independent and has received from each of them the
annual confirmation of independence by the Listing Rules.
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The Board members during the year ended 31 December 2017 were:

Executive Directors

Mr. Liu Gary Wei (also appointed as Chief Executive Officer
on 10 January 2017)
Mr. Tsang Hing Bun

Non-Executive Directors

Mr. Yiu Yu Cheung
Mr. Leung Siu Kee (subsequently resigned on 26 January 2018)

Mr. Chen Jiarong (also appointed as
Chairman on 10 January 2017)

Independent Non-Executive Directors

Mr. Chan Siu Lun
Mr. William Keith Jacobsen
Mr. Chan Chiu Hung, Alex

The Board is responsible for the approval and monitoring of
the Group’s overall strategies and policies; approval of business
plans; evaluating the performance of the Group and oversight of
management. It is also responsible for promoting the success of
the Company and its businesses by directing and supervising the
Company’s affairs.

The Board focuses on overall strategies and policies with particular
attention paid to the growth and financial performance of the Group.

The Board delegates day-to-day operations of the Group to Executive
Directors and senior management of every business segment, while
reserving certain key matters for its approval.

Decisions of the Board are communicated to the management
through Executive Directors who have attended Board meetings.

The Company had arranged for appropriate liability insurance for the
Directors and officers of the Group for indemnifying their liabilities
arising from corporate activities.
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During the year, all Directors have been provided, on a monthly basis,
with the Group’s management information updates to give them
aware of the Group’s affairs and facilitates them to discharge their
duties under the relevant requirements of the Listing Rules.

There were seven Board meetings and one annual general meeting
("AGM") but nil special general meetings held in 2017. Details of the
attendance of each director are as follows:

FR - 2REZBAVEASEEEEREAEA
KEZEHER  WERSEEAKEZEHNRR
RETRER LR RAEMRE THRE -

R-E—tFERTLREFEGER ARRE
FRE(BERBFRE])  HERGARBRREHIA
€ REFZHFEXRFEET

Attended/Held
HEXE, GEIE

Directors Board meeting AGM
==} EEEEE BRAFKE
Mr. Liu Gary Wei 245 A 0/7 11
Mr. Tsang Hing Bun BEZSAE 717 11
Mr. Yiu Yu Cheung hFWE 7/7 1/1
Mr. Leung Siu Kee (Note) I (HFE) 7/7 11
Mr. William Keith Jacobsen HEEESE 717 0/1
Mr. Chan Chiu Hung Alex BREVIL A 7/7 11
Mr. Chan Siu Lun BREEfmSEAE 717 171
Mr. Chen Jiarong PRER RS 0/7 0/1
Notes: P5E -

1. Mr. Leung Siu Kee resigned subsequently on 26 January 2018. 1. RREFEREEE_T—N\F—A=+BR

Board minutes are kept by the Company Secretary and are open for
inspection by the Directors. Every Board member is entitled to have
access to materials and has unrestricted access to the advice and the
Company Secretary, and has the right to seek external professional
advice if so required.

DIRECTORS AND OFFICERS INSURANCE

Appropriate insurance covers on directors’ and officers’ liabilities have
been in force to protect the Directors and officers of the Group from
their risk exposure arising from the business of the Group.

ACCOUNTABILITY AND AUDIT

The Directors were responsible for overseeing the preparation of the
financial statements for the year ended 31 December 2017.

The Directors’ responsibilities for the preparation of the financial

statements and the auditor’s responsibility are set out in the
Independent Auditor’s Report.
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INTERNAL AUDIT AND RISK MANAGEMENT

During the financial year, the Group has complied with principle
C.2 of the CG Code by establishing appropriate and effective risk
management and internal control systems. Management is responsible
for the design, implementation and monitoring of such systems,
while the Board oversees management in performing its duties on an
ongoing basis and an internal audit on the internal control and risk
management systems performed on an annual basis. Main features
of the risk management and internal control systems are described as
follows:

Risk Management System

The Group has adopted a risk management system which manages
the risk associated with its business and operations. The system
comprises the following phases:

o Identification: identify ownership of risks, business objectives
and risks that could affect the achievement of objectives.

o Evaluation: analyse the likelihood and impact of risks and
evaluate the risk portfolio accordingly.

o Management: consider the risk responses, ensure effective
communication to the Board and on-going monitor the
residual risks.

Based on the risk assessments conducted for the financial year, no
significant risk was identified.

Internal Control System

The Board has overall responsibility for the internal controls of the
Company. The Board is committed to implementing an effective
and sound internal control system to safeguard the interest of the
shareholders and the Group’s assets. The implementation enables the
Group to achieve objectives regarding effectiveness and efficiency
of operations, reliability of financial reporting and compliance with
applicable laws and regulations.

The internal control system includes safeguard of the interest of
shareholders and the Group’s assets. The Board has delegated
to management for the implementation of all relevant financial,
operational, compliance controls and risk management function
within a defined framework. During the year ended 31 December
2017, the Board has conducted a review of the system of internal
control and no significant control deficiency was identified.
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Internal Audit

The Group performed an internal audit, on rotatory basis, on different
business segments of the Group annually as well as reviewed the
management or risks arisen from operations. No unusualness was
found during the course of internal audit while the business risk
profile was satisfactory.

According to the established plan, review of the risk management
and internal control systems is conducted annually and the results are
reported to the Board via Audit Committee afterwards. This could
ensure the internal control system is effective.

Effectiveness of the Risk Management and Internal
Control Systems

The Board is responsible for the risk management and internal control
systems of the Group and ensuring review of the effectiveness of
these systems has been conducted annually. Several areas have been
considered during the Board’s reviews, which include but not limited
to (i) the changes in the nature and extent of significant risks since the
last annual review, and the Group’s ability to respond to changes in
its business and the external environment (ii) the scope and quality of
management’s ongoing monitoring of risks and of the internal control
systems.

The Board, through its reviews and the reviews made by the Audit
Committee, concluded that the risk management and internal control
systems were effective and adequate. Such systems, however, are
designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss. It is also considered
that the resources, staff qualifications and experience of relevant staff
were adequate and the training programs and budget provided were
sufficient.

CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

On 10 January 2017, Mr. Chen lJiarong and Mr. Liu Gary Wei have
been appointed as Chairman and Chief Executive Officer of the
Company respectively, since then a clear segregation of roles between
chairman and chief executive officer has been established.
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PROFESSIONAL DEVELOPMENT

Every newly appointed Director will be given an induction training so
as to ensure that he/she has appropriate understanding of the Group’s
business and his/her duties and responsibilities under the Listing Rules
and the relevant statutory and regulatory requirements. The Group
continuously updates Directors on the latest developments regarding
the Listing Rules and other applicable regulatory requirements, to
ensure compliance and enhance their awareness of good corporate
governance practices. Circulars or guidance notes are issued to
Directors and senior management where appropriate, to ensure
awareness of best corporate governance practices.

The Company also provides regular updates on the business
development of the Group. The Directors are regularly briefed
on the latest development regarding the Listing Rules and other
applicable statutory requirements to ensure compliance and upkeep
of good corporate governance practices. In addition, the Company
has been encouraging the Directors to enroll in professional
development courses and seminars relating to the Listing Rules,
Companies Ordinance and corporate governance practices organized
by professional bodies chambers in Hong Kong. All directors are
requested to provide the Company with their respective training
records pursuant to the Code.

All Directors have participated in appropriate continuous professional
development and refresh their knowledge and skills during the year.
Such professional development was completed either by way of
attending briefings, conference, forum, courses and seminars and
self-reading which are relevant to the business or directors’ duties.

CORPORATE GOVERNANCE FUNCTIONS

The Board has delegated the Group’s corporate governance functions
to Audit Committee. The principal functions include:

(@) to develop and review the Company’s policies and practices on
corporate governance;

(b) to review and monitor the training and continuous professional
development of directors and senior management;

(©) to review and monitor the Company’s policies and practices in
compliance with legal and regulatory requirements;
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(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors; and

(e) to review the Company’s compliance with the Code and
disclosure in the Corporate Governance Report.

COMPANY SECRETARY

During the year ended 31 December 2017, the Company Secretary
has duly complied with the relevant professional training requirement
under Rule 3.29 of the Listing Rules.

REMUNERATION COMMITTEE

The Remuneration Committee comprises three Independent Non-
executive Directors and one Non-executive Director, namely Mr.
William Keith Jacobsen (Chairman), Mr. Chan Siu Lun, Mr. Chan Chiu
Hung, Alex and Mr. Yiu Yu Cheung.

The terms of reference of the Remuneration Committee are posted on
the Company’s website. The principal functions include:

- to recommend to the Board on the Company’s policies and
structure for the remuneration of the Directors and senior
management of the Group;

- to determine the remuneration packages of all Executive
Directors and senior management of the Group;

- to review and approve the management’s remuneration
proposals with reference to corporate goals and objectives
resolved by the Board from time to time.

The principal elements of executive remuneration package include
basic salary, discretionary bonus and share option. The emoluments
of Executive Directors are based on skill, knowledge and involvement
in the Company’s affairs of each Director and are determined by
reference to the Company’s performance and profitability, as well
as remuneration benchmark the industry and the prevailing market
conditions.

During the year, a meeting with 100% attendance of the
Remuneration Committee’s members was duly held for reviewing the
remuneration policy and structure and determination of the annual
remuneration packages of the Executive Directors and the senior
executives and other related matters.
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Pursuant to paragraph B.1.5 of Code, the remuneration of the
members of the senior management by band for the year ended 31
December 2017 is set out below:

Remuneration band

TRERBBE
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No. of Individuals

HFHER AE
HK$1,500,001 — HK$2,000,000 1,500,00178 7L % 2,000,000/ 7T 1
HK$2,000,001 - HK$2,500,000 2,000,001 7T 2,500,000 47T 1

NOMINATION COMMITTEE

The Nomination Committee of the Company was established in March
2012 comprising the three Independent Non-executive Directors
and one Non-executive Director, namely, Mr. Chan Chiu Hung, Alex
(Chairman), Mr. Chan Siu Lun, Mr. William Keith Jacobsen and Mr. Yiu
Yu Cheung. The terms of reference of the Nomination Committee are
posted on the Company’s website.

The roles and functions the Nomination Committee include reviewing
the structure, size and composition of the Board, identifying
individuals suitably qualified to become Directors, selecting or making
recommendations to the Board on nominations, appointment or re-
appointment of Directors and Board succession, and assessing the
independence of the independent non-executive directors.

During the year, a meeting with 100% attendance of the Nomination
Committee’s members was duly held for reviewing the structure, size
and composition, and assessing the independence of the independent
non-executive directors of the board of directors.

AUDIT COMMITTEE

The Audit Committee was established in April 2000. It comprises
three Independent Non-executive Directors, namely Mr. Chan Siu Lun
(Chairman), Mr. William Keith Jacobsen, Mr. Chan Chiu Hung, Alex
and one Non-executive Director, namely, Mr. Yiu Yu Cheung.

The terms of reference of the Audit Committee, which are in
compliance with the Listing Rules, are posted on the Company’s
website. Under the terms of reference, the Audit Committee is
mainly responsible for making recommendations to the Board on the
appointment, re-appointment and removal of the external auditor
and to approve the remuneration and terms of engagement of the
external auditor, and any questions of resignation or dismissal of such
auditor; overseeing the Group’s financial report, internal control and
risk management systems.
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The Audit Committee held two meetings in 2017. All Committee
members attended the two meetings.

During the year, the Audit Committee met with senior management
to review the Group’s draft annual report and accounts, half-yearly
report, internal audit report, risk assessment report and circulars,
and provided advice and comments thereon to the Company’s Board
of Directors. The Audit Committee members met with internal and
external auditors to discuss matters arising from the audit. The
Audit Committee also discussed with the external auditor the nature
and scope of the audit and reporting obligations before the audit
commenced.

The Group’s 2017 interim report and 2017 annual report have been
reviewed by the Audit Committee, which was of the opinion that such
reports were prepared in accordance with the applicable accounting
standards and requirements. For the 2017 annual report, the Audit
Committee met with the external auditor to discuss auditing, internal
control, statutory compliance and financial reporting matters before
recommending it to the Board for approval. The Audit Committee
also monitored the Company’s progress in implementing the code
provisions on corporate governance practices as required under the
Listing Rules.

AUDITOR’'S REMUNERATION

The fees in relation to the audit service provided by BDO Limited, the
external auditor of the Company, for the year ended 31 December
2017 amounted to HK$600,000 (2016: HK$580,000), and those in
relation to non-audit services was HK$150,000 (2016: HK$150,000).
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COMMUNICATION WITH SHAREHOLDERS

The Company has adopted a Shareholders’ Communication Policy in
March 2012 reflecting mostly the current practices of the Company
for communication with its shareholders. Information will be
communicated to shareholders through:

- continuous disclosure to the Stock Exchange of all material
information;

- periodic disclosure through the annual and interim reports;

- notices of meetings and explanatory material;

- the annual general meetings and other general meetings; and

the Company’s website at www.cinderellagroup.com.hk

The Board endeavours to maintain an on-going dialogue with
shareholders and in particular, use annual general meetings or other
general meetings to communicate with shareholders and encourage
their participation. Most of the Board members including all Executive
Directors attended the annual general meeting held in 2017 to answer
questions and collect views of shareholders. The chairmen of the audit
and nomination committees and the external auditor also attended
the annual general meeting to answer questions of shareholders.

SHAREHOLDERS' RIGHTS

(i) Procedures for members to convene a special
general meeting ("SGM")

Shareholders holding at the date of deposit of the requisition
not less than one-tenth of the paid-up capital of the Company
carrying the right of voting at general meetings of the
Company shall at all times have the right, by written requisition
sent to the Company’s registered office in Bermuda and its
principal place of business in Hong Kong, for the attention
of the Company Secretary, to require a SGM to be called by
the Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two months
after the deposit of such requisition. If within twenty-one
days of such deposit the Board fails to proceed to convene
such meeting, the shareholders concerned themselves may
do so in accordance with the provisions of Section 74(3) of
the Companies Act, but any meeting so convened shall not
be held after the expiration of three months from the date of
deposit of the requisition.
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(i)

(iii)

The written requisition must state the purposes of the general
meeting, signed by the shareholders concerned and may
consist of several documents in like form, each signed by one
or more of those shareholders.

If the requisition is in order, the Company Secretary will ask
the Board to convene a SGM by serving sufficient notice
in accordance with the statutory requirements to all the
registered members. On the contrary, if the requisition is
invalid, the shareholders concerned will be advised of this
outcome and accordingly, a SGM will not be convened as
requested.

The notice period to be given to all the registered members
for consideration of the proposal raised by the shareholders
concerned at SGM varies according to the nature of the
proposal, as follows:

- at least twenty-one clear days’ and not less than ten
clear business days’ notice in writing if the proposal
constitutes a special resolution of the Company,
which cannot be amended other than a mere clerical
amendment to correct a patent error; and

- at least fourteen clear days’ and not less than ten
clear business days’ notice in writing if the proposal
constitutes an ordinary resolution of the Company.

Procedures for a member to propose a person for
election as a director

As regards the procedures for proposing a person for election
as a Director, please refer to the procedures made available
under the Corporate Governance section of the Company’s
website at www.cinderellagroup.com.hk.

Procedures for directing shareholders’ enquiries to
the Board

Shareholders may at any time send their enquiries and
concerns to the Board in writing to the principal place of
business of the Company in Hong Kong or by e-mail to
enquiry@cinderellagroup.com.hk for the attention of the
Company Secretary.

KK Culture Holdings Limited
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Procedures for putting forward proposals at a
general meeting

Shareholders holding (i) not less than one-twentieth of the
total voting rights of all shareholders having the right to vote
at the general meeting of the Company; or (ii) not less then
100 shareholders, can submit a written request stating the
resolution intended to be moved at the AGM; or a statement
of not more than 1,000 words with respect to the matter
referred to in any proposed resolution or the business to be
dealt with at a particular general meeting.

The written request/statements must be signed by the
shareholders concern and deposited at the Company'’s
registered office in Bermuda and its principal place of business
in Hong Kong for the attention of the Company Secretary of
the Company, not less than six weeks before the AGM in the
case of a requisition requiring notice of a resolution and not
less than one week before the general meeting in the case of
any other requisition.

If the written request is in order, the Company Secretary will
ask the Board (i) to include the resolution in the agenda for the
AGM,; or (i) to circulate the statement for the general meeting,
provided that the shareholders concerned have deposited a
sum of money reasonably determined by the Board sufficient
to meet the Company’s expenses in serving the notice of the
resolution and/or circulating the statement submitted by the
shareholders concerned in accordance with the statutory
requirements to all the registered members. On the contrary,
if the requisition is invalid or the shareholders concerned have
failed to deposit sufficient money to meet the Company’s
expenses for the said purposes, the shareholders concerned
will be advised of this outcome and accordingly, the proposed
resolution will not be included in the agenda for the AGM; or
the statement will not be circulated for the general meeting.

CONSTITUTIONAL DOCUMENTS

There are no changes in the constitutional documents of the

Company during the year.

(iv)
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Environmental, Social and Governance Report

R HERERA®RS

ABOUT THIS REPORT

KK Culture Holdings Limited (hereafter called “KK Culture”) are
pleased to present our Environmental, Social and Governance (“ESG")
Report (“the Report”). The Report focuses on providing an overview
of the environmental, social and governance performance and
accomplishment of our major operations in Hong Kong and China
from 1 January 2017 to 31 December 2017. It allows us to conduct
thorough performance review and evaluation for better results in the
future.

Scope of the Report

This Report has been prepared in accordance with The Stock
Exchange of Hong Kong (“HKEx") ESG Guide. Divided into two parts,
the first part addresses the effort the Company put on alleviating the
environmental impact, whereas the latter part elaborates on the social
development of the Company in both Hong Kong and China, during
the financial year 1 January 2017 to 31 December 2017. This Report
sets out the work we have done in the past and the future agenda for
sustainability.

Apart from focusing on our organizational values, strategy and core
competency that contribute to our sustainable development, we
are committed to identifying and addressing the ESG risks and their
impact on our customers, our suppliers, our communities, and our
ongoing business.

For this year, the material ESG issues are those which have or may
have a significant impact on:

o Hong Kong's advertising industry;

o The environment or society now or in the future;

o Our financial performance or operations; and/or

° Our stakeholders’ assessments, decisions and actions.

The data and information cited in this Report are referred to our
archived documents, records, statistics and research. In this respect,
financial data is extracted from or calculated by reference to KK
Culture’s audited annual accounts for the year ended 31 December
2017.

Feedback

For details in relation to our financial performance and corporate
governance, please visit our website on http://www.cinderellagroup.
com.hk/and our Annual Reports. We also treasure your feedback
and comments on our sustainability performance, please send your
feedback and other sustainability enquires at info@kk-culture.com or
at (852) 2976 2000.
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Rk -#HEBRERKRSE

STAKEHOLDER ENGAGEMENT F=AEHEE S

The management acknowledges our fundamental belief that for a EREARBEMNERES - ARG EZEGERE
company to achieve long term success, it must create value for both AKX - MEREFZRMAREE MEETRAEEE -
its stakeholders and for community as a whole. The key to achieving ZERiE—BEMNBRIEFSHEBESE - FEHE
this is through stakeholder’s engagement by cultivating mutual EBEESRENHEMEEE (BMEER - HHlE - &
understanding and communication with stakeholders along the value  F * [EE - REM &) 2 FHAIHE G EHENEE o

chain, i.e. suppliers, distributors, customers, employees, shareholders
and the society.

Communication and responses
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Stakeholders Possible concerned issues
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HKEx Compliance of listing rules, timely and
BEREREF accurate announcements.

ETRAIREST - MEERAAE o

Meetings, training workshops, programs,
website updates and announcements
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Government Compliance of laws and regulations, Interaction and visits, government
B preventing tax evasion, and social welfare. inspections, tax returns and other
ERVERREST © BILEE - (= ER o information
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Suppliers Payment schedule, stable demand. Site visits
e FEE - BERK - BihE R
Investors Corporate governance system, business Organizing and participating in seminars,
REE strategies and performance, investment interviews, shareholders’ meetings, financial
returns. reports or operation reports for investors,
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Stakeholders

MEEEE

Rk -#HEBRERKRSE

Possible concerned issues
] REREE AU RS BB

Communication and responses

BERDE

Media & Public
BEE AR

Customers

'R

Employees

(==

Community
HE

Corporate governance, environmental

protection, human right
RNAEIER - WIRRE - AE

Issue of newsletters on the Company’s web
site

R RIS A

Product quality, delivery times, reasonable
prices, service value, labour protection and
work safety.

mEE XERH- - BREE RBEE
B BHRENIELS -

Site visits, after-sales services

i g5 - SRR

Rights and benefits, employee
compensation, training and development,
work hours, working environment.
ERFEA - EEWM  FIEER - T
YERFfE ~ TYEIRIR -

Conducting union activities, trainings,
interviews for employees, issuing employee
handbooks, internal memos

FRISES Bl - EEFHHK BEMHE
BFHM - AEE T

Community environment, employment and
community development, social welfare.

HRIRE  EMERER - H2EH -
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Community activities, employee voluntary
activities and community welfare subsidies
and donations.
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SECTION A: ENVIRONMENTAL

We seek to make more efficient use of resources to reduce our impact
on the environment and to create a greener, more sustainable world.
By educating employees and advocating green concepts throughout
the entire company, we are able to cut energy use and emission, while
creating a harmonious working environment.

We mainly engage in advertising business, in which, the Company
rarely involve in production process. In this regard, we are proud to
say that the Company will not emit pollutants such as nitrites, sulfites,
and hazardous waste. The major greenhouse emission significantly
depends on electricity and water consumption as well as the use of
directors’ vehicle.

We implement the following measures to alleviate environmental
impact,

Working on lighting is an important step to designing energy efficient
buildings. Our daylight design enables light to penetrate evenly

throughout the office. Not only it helps us to keep the energy level
low, but it also increases employees’ productivity, as well as to bring
positive health benefits.

Rk -#HEBRERKRSE

EARD RE

RMHREABEFIBER - ﬂag@amwa~
RSB MG E  FARENER - BBYEAF
TWEQ%T%%%%@@@MA'&W%%E9
BEIRGE PRGN - (RIFS AIERI AR THEIR% -

BAERRFEERS - B ARRRDFRE
EiBRE - HESE  BAIRE RS - ARFAE
BEBUH SRR BREE - RAREREEAIERR BRI ISR -
TEMNREREBHNAERKEE LR E EHMKHE
HREAREEBWAER

BAEBA M EERERRETE -

Natural daylighting
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RIE HERERERS

Central air conditioning system to
maintain the room temperature at a
steady rate

PREFHRGRFERIBE

To meet the stringent sustainability goals, we aim to reduce the &7 EIBRENAIFEZREBIE  BROSTBB—
electricity consumption by all means. The centralized air conditioner ~ IFER[FEAES - PREFEEMITHERRE -
controls overall temperature and halt it from getting any lower than — IZf7 IFZ=RIEAR 24 BKE ©

24 Degree Celsius.

Energy-saving Equipment

RS
HK Made's Electricity Consumption and Emission level Recruit’s Electricity Consumption and
ERNEREERENE Emission level
(FE) REERFHE
68,000 42500
12000 130,000 103000
7,000
o 123,000 102000
41500 128,000
101000
66,000 127,000
41000 100000
£5.000 126,000
40500 125,000 99000
64,000 124,000 98000
40000 123,000
63,000 122 000 97000
/ 39500 ‘
121,000 96000
62,000 39000 120,000 95000
2016 2017 2016 2017
M Electricity Consumption = Greenhouse gas emission M Recruit —— Recruit
REE RERBHENE (FEE (TR
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Contributing to our effort to reduce e-waste and electricity
consumption, we replace appliances with a new one only when they
malfunction. When it comes to purchasing electricity appliances in the
office, we only select the latest eco-friendly electrical equipment or
grade 1 product on energy label.

Hong Kong Made has successfully cut electricity consumption by
4.4% whilst reducing greenhouse gas emission by 2.7%. It boils
down to the collective effort by the employees towards environmental
protection.

Building on the success we achieved last year, we will continue to
strive for betterment in the future- we are now aiming to have at least
5% reduction in electricity consumption in 2018.

Recruit managed to curb electricity consumption and greenhouse
gas emission by 4.7% The Company is expecting a continuous slump
of electricity consumption in the foreseeable future because of the
gradual accomplishment of environmental policy reform.

We are proud to announce that the aggregated electricity
consumption and greenhouse gas emission of the Company has
declined 4.6%.

Water Conservation

o Water plumb checking

To put water conservation into practise, we hire professionals to
conduct regular checking on water plumb to prevent water leakage.
The initiative is perceived to be a great success. Although the water
consumption level experienced a slight increase from 75.28 cubic
meter to 89.40 cubic metre, which is a 18% increase, yet we are
confident that the initiative has successfully trained employees’
environmental-friendly mindset.

We did not encounter any major water sourcing problem as our
business activity mainly based in Hong Kong.

BRI HERERESE
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BRI HEgRERESE

Reuse and Recycling Paper

We understand that printing produces a lot of waste paper. To help
reduce waste, we place a bin for scrap paper next to the printer.
Employees can reuse the paper for one-off printing or note taking
instead of throwing the waste paper into recycling bin.

We also encourage employees to expand the margins on documents
so to print fewer pages per document.

When finished with documents or publication, we will send them to
waste collector and for recycling. If the documents contain sensitive
information, we will shred the documents in house to prevent data
leakage.

Fuel

For the convenience of our employees, we have bought a company
car, which is a fuel-efficient vehicle solely operated for business
purpose. Our driver strategically plans the route ahead of the
appointment to sort the nearest way.

Double-sided printing
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Waste Management

The waste we produced are mainly the remaining publications of
Recruit and the leftover of pillow case on China Railway High-Speed.
Our waste management approach has evolved over the years because
we aim to generate less waste, or reuse and recycle materials for a
secondary use. In the future, we will continue to implement strategies
to reduce, reuse and recycle the waste generated by our processes.

Rk -#HEBRERKRSE

BMEE

BPIEENREY T 22T BMFIERTI A+ EE
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BEERR  ARRMEERIBEMEL  NEEE
FAFEY =R E R o R - BIFGEES
BPIRREEMEYER [RE ERMEUK] 8

% o

Pillow Case Disposal

MEEEE
2017 -
2016
0
50000
100000
150000
200000

SECTION B: SOCIAL EBHD - HE
Our Employees B ES

We believe that attracting and hiring the best people is critical to the
ongoing success of our company. It is therefore our top priority to
make sure that our employees work in a safe, fair, healthy and happy
working environment that facilitates their personal growth and career
development. A comprehensive Employee Handbook is shared with
our employees on their welcome day, which states our benefits and
compensation for employees. As of 31 December 2017, we employed
a total of 64 permanent staff. All our staff members are stationed in
Hong Kong. Full-time employees and part-time employees represented
approximately 83% and 17% respectively.

Employee Remuneration and Benefits

Compensation and benefits play a critical role in our ability to attract
retain and motivate our workforce. We offer a wide variety of leave
entitlements for different circumstances such as maternity leave,
paternity leave, study leave, compassionate leave and compensation
leave. Furthermore, our employees are entitled to benefits such as
medical insurance which includes China Medical Insurance, dental
services, annual medical check-up and clinical benefits. Extra benefits
are also offered to all employees in ‘Recruit’. These include but not
limited to meal allowance, travel allowance, door lock allowance and
health bonus.

BAMEER S MERREFHOAST HREMR A
FHEKMEEMEE - Filt - HMNE2EBR
EREMNEEE—ERZE - 2F « ZEMEIRE
TYEIRIER THE - AR IR E AR R AR 3%
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Rk -#HEBRERKRSE

During the year, we organised recreational activities such as annual
dinner and regular gatherings to promote the work-life balance
culture in our work environment, as well as to enhance harmony
between the employer and the employees.

We have a comprehensive appraisal review system which it allows us
to assess employee performance against company expectations and
identify their development needs. Employee performance appraisal
is carried out annually at the end of each year to keep track on
employee’s career development, attributes and flaws to determine
whether the employee has the leadership qualities required. Those
who perform at a high level consistently will get the chance to be
promoted to a higher managerial level.

Coupled with promotion, we also rewards discretionary bonus and
share option schemes employees for their good performance.

During the year, we have a healthy employee turnover rate of 11.69
%. Employees who have served for 3 to 5 years accounted for 17 %
of the total number of employees; employees who have served for 5
to 10 years accounted for 12 % of the total number of employees;
employees who have served for above 10 years accounted for 32 %
of the total number of employees.

Effective talent management practices are of paramount importance
to prevent our workplace from being a ward for bad hires. With
the help of our management team, we aim to drive employee
engagement and retention in the future.

FA - BMARRFERE - THRSHAKEES
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BE% -

Employee turnover rate

BERKE

As at 31 December 2017
HE-_Z—+tF+-_A=+—H

Remark: Employee turnover rate = No. of separation employees/Total no. of
employees at the start of the yeari.e. 2017.

11.69 %

i EERAX-BERESHE/AFEN T —+F
FURERH -

Above 10 years 41%
105 A £

Above 5 years to 10 years 16%
S5FLA EE10F

EMPLOYEE STRUCTURE BY YEARS OF SERVICE
BRI FHE S NIERRE

Below 1 year 9%

1FET
Above 1 year to 3 years 17%
1A EE3F

Above 3 years to 5 years 17%
3FLAEFESF
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EQUAL EMPLOYMENT OPPORTUNITIES

Being a responsible employer, we ensure that job duties are performed
by suitable candidates, regardless of who they are, and that equal
opportunities are provided to all. Therefore, we pay less focus on a
candidate’s academic qualifications than on their passion and talents
in developing their career. All employees are assessed based on their
abilities and aptitudes, regardless of their sex, nationality, race, marital
status, disability or religious belief, on recruitment, internal transfer
and promotion. We believe that all employees shall have their right to
work in an environment free of discrimination, harassment, vilification
and victimization. We will not tolerate such behaviour under any
circumstances.

As of 31 December, 2017, our male-to-female employee ratio was
nearly 4:6. We had also recruited a diverse age group. Our staff aged
from 18 to 25 years old, 26 to 35 years old, 36 to 45 years old, 46 to
55 years old, 56 to 65 years old, and above 65 years old represented
approximately 3%, 14%, 46%, 22%, 14% and 1% of our total
workforce.

Rk -#HEBRERKRSE
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BRI HEgRERESE

During the year ended 31 December 2017, there was no
discriminatory act reported or complaint received in relation to equal
opportunity, transfer, promotion, recruitment, termination, severance,
holidays, benefits and training.

Training and Development

We encourage staff to take Continuing Professional Development
("CPD") hours courses and work-related courses by providing
education sponsorship and tuition fee reimbursement. As of 31
December 2017, 1 out of 64 employees has attended training for 1.5
hours.

Health and Safety

We have a relatively low safety risk profile with the nature of our day-
to-day operations. We are committed to offering a safe and secure
environment for our employees and complying with all relevant
occupational safety rules or ordinance. In this regard, we have put
an injuries claim procedure in place to cover their medical costs.
First aid box and medicines are offered to our employees to aid in
emergencies. We have also continued our efforts in participating in
fire drills for office buildings. During the year ended 31 December
2017, there was no instance of injury or accidents in our offices. In
addition, all employees receive employee compensation insurance
coverage.

Human Rights

We adhere to labour legislation and comply with all relevant labour
practices, that forced or child labour are strictly forbidden. No person
below the age of eighteen is employed at our workplace. Aside
from that, our employees enjoy the benefit of paid holidays and
overtime compensation pays, which are in line with the local laws and
regulations. During the year ended 31 December 2017, there was no
breach in legislation related to these areas identified.

KK Culture Holdings Limited
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Supply Chain Management

We understand that our operations may have an economic and
social impact. In order to promote our sustainability values along
our value chain, we have stepped up efforts to ensure all supply
chain management practices are implemented strictly in compliance
with local laws and regulations. Each of our business units has
its own proper tendering and evaluation procedures to identify
quality suppliers. Other than evaluating their price competitiveness,
the selection of suppliers will also take the supplier’s background,
qualification, management model, the provision of quality service,
financial health status, past experience in similar service, fulfilment of
contract, social and environmental compliance and follow-up services
into consideration. To continuously improve our supplier management
system, we carry out performance evaluation on our suppliers
regularly. Those suppliers who fail to meet our requirements will be
disqualified.

Product Responsibility

We have an extensive quality assurance process which includes the
monitoring of supplier performance and quality control to ensure that
our products are complied with relevant local laws and regulations,
such as Prevention of Child Pornography Ordinance. We place
great value on feedback from customers, especially feedback which
identifies areas for improvements. If we receive complaints, we act
immediately to resolve the issue with effective corrective actions.
In addition, any complaints received are discussed and reviewed by
management during regular meetings to ensure that preventative
actions are implemented to avoid similar issues arising in the future.
During the year ended 31 December 2017, we did not receive any
complaints from our customers.

BRI HERERESE
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BRI HEgRERESE

Anti-corruption

We prohibit unscrupulous dealings and acceptance or soliciting
of improper advantages by our employee in connection with our
business, such advantages include loans, fees, rewards, employment,
services or other favours. Employees must follow Employee Handbook
on the offer or acceptance of gifts, money or entertainment. Under
no circumstances are they permitted to use insider information for
their own private gains.

We listen to our employees and respond to their needs. In this respect,
Hong Kong Made provides an online platform for their employees to
report instances they believe to be unethical or unfair. Our employees
are encouraged to report any suspicious cases of corruption through
the online platform to the Executive Directors anonymously. The
identity of whistleblowers are kept confidential. During the year ended
31 December 2017, we did not notice any significant corruption
cases.

Community Investment

We encourage our employees to participate in all kinds of community
services or donations after work. During the year ended 31 December
2017, Hong Kong Made has donated HK$ 500 to The Community
Chest.

Customer Privacy Protection

Each of our Business Units has their Employee Handbook established
to provide a guide to the employees in handling and protecting
customer personal data. The Employee Handbook covers the topics
including the handling of confidential information, security of
confidential information and disclosure of confidential information.
We strive to prevent unauthorised or accidental access, processing,
loss or use of the data of our customers or job seekers. Furthermore,
we remind our employees to adhere to Personal Data (Privacy)
Ordinance and other relevant regulations in order to ensure
customers’ personal data is protected.

Intellectual Property Rights

We respect intellectual property rights and we are committed to
purchasing genuine copyrighted products such as computer software.
Hong Kong Made has been adopting an Employee Handbook which
provides the fundamental guidelines for our employees to ensure they
do not infringe upon any third party intellectual properties such as
trademark and copyrights. Breach of the above by an employee will
lead to disciplinary actions.
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RIE - HERERERS

Copyright violation is an ever-increasing concern for the advertising

industry. Before putting copyrighted image on our product, we ensure

we have already obtained the consent from copyright holder.

RILHRERES X AEIHREE - FEiShRER
MERMNER 2B - BAIEREFIDEESR

BEFEBANRE -

KEY PERFORMANCE INDICATORS B s E
PART A. ENVIRONMENTAL = A B
Location of Energy use Year ended Year ended
operations and emissions Unit 31 December 2016 31 December 2017
BE-Z—XF BE-—Z—tF
BEEmE REJR £ A I BE R By tZA=+—-HBLEE +ZA=+—-HLEE
Hong Kong Made Electricity kWh 66,806 63,860
EBBUE S TR
KG CO2 42,087.78 40,231.8
T ZSEehik
Recruit Electricity kWh 129,433 123,363
(T ED) E TR
KG CO2 102,252.07 97,457
TRtk
Hong Kong Made Water Cubic metre 75.28 89.40
HBRUE Zi M I7K
KG CO2 52.70 62.58
Fr | bk
Recruit Fuel Litres 3,009.43 2,398.65
(FEED BRI 7t
CH4 KG CO2 15.99 12.74
ke Fr_a/h
N20 KG CO2 1,030.88 821.66
—8t=& Fr_afbh
Cco2 KG CO2 7,102.25 5,660.81
=¥ 174 TR Stk
Location of Year ended Year ended
operations Resources Unit 31 December 2016 31 December 2017
BE-Z—RF BE-Z2—+t#F
B BiR B t=ZA=+—-BLFE +ZA=+—HLEFE
Hong Kong Pillow Case KG 173,680 139,180
s ME T
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BRI HEgRERESE

PART B. SOCIAL

Employment Indicators

EBHD HE

Year ended

31 December 2016
BE-Z2—XHE
+TZA=+—HLFE

Year ended

31 December 2017
BE-E—+tHF
+TZA=+—RHLEE

MEEE

Employment ERBERER

By employment type REBBRFRELS D
Permanent Ex
Part-time FRER

Total number of employees EE®Y

By gender BRI &S
Male s
Female zZ

By age group RERERE D
18 t0 25 18 5% % 255%
26 to 35 265X % 357%
36 to 45 36 5RE 45 5%
4610 55 46 5% % 55 5%
56 to 65 56 5% % 65 5%
Over 65 65 BRA

By region RiLEE D
Hong Kong B

Employee turnover EERKE

Total number of employee turnover EER KA

By gender BRI &S
Male s
Female Z

By age group RERARE S
18 to 25 18 5% % 255%
26 to 35 265X % 357%
36 to 45 36 5RE 45 5%
4610 55 46 5% % 55 5%
56 to 65 56 B % 65 5%
Over 65 65 BRA

By region RiLEE D
Hong Kong B
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RIE - HERERERS

Health and Safety Indicators
BREMZ2ER

Year ended

31 December 2016

BE-Z—XRF

+-A=+—HLEE

Year ended

31 December 2017

BE-Z—+tHF

+T-HA=+—HLEE

Number of reported injuries
Injury rate

Number of lost days

Lost day rate

Development and
Training Indicators

BRSEIER

N/A NE A
N/ATNE A
N/A TN E A
N/A TiE A

Year ended

31 December 2016

BE-ZE—XRE

t-A=t—RLEE

N/A T A
N/A TN A
N/A TN A
N/A TN A

Year ended

31 December 2017

BE=-Z—+tHF

tZA=t—-RLEE

Total number of hours of internal

EEEZ ABEI AR

training received by employees N/A T3 A 1
Average hours of training per BEESFIEIRE -
employee by gender g el
Male % N/ATEH 0
Female z N/A N5 A 1.5
Average hours of training per BEEE VIR -
employee by employment RERBFRERNES
category
Entry level £ N/A TN iE A 0
Middle level T N/ATEH 1.5
Management level EIRE N/A T3 0
Year ended Year ended
Supply Chain Indicators 31 December 2016 31 December 2017
HrEsEieg BE-Z—XK%E BE-Z2—+t%
+tZA=+—BLtFE +ZA=+—HLEE
Supplier management HEREE
Total number of suppliers HEEREE 9 9
By region Rt @& D
Hong Kong EB
Mainland China LN

KK XAz ARA S
T LEER
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Year ended Year ended
Product Responsibility Indicators 31 December 2016 31 December 2017
EnEEES BE-Z-~E BE-Z2—+F
TZRA=t-HLEE +TZA=t-RLEE
Product Responsibility EmEE

Total number of products ordered SIRNEREH NATER NATER

Total number of products subject to ERLZ2NRERAME T
recalls for safety and health reason AEMEREE N/ATER N/ATNER
Total number of complaints received Db et NATER NATER
Year ended Year ended
Community Indicators 31 December 2016 31 December 2017
HEBER BE-E—RE BE-Z—+tF%
TZRA=t-ALEE TZA=t-RLEE
Community investment HERE HK$ BT HK$ BT
Corporate charitable donation hEEERE N/A B 500
Employee volunteering ES SRR Headcount # & Headcount 2%
Number of employee volunteer EEEREEANE N/A B N/ATNEF
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Annual Report 2017



Independent Auditor’s Report

IBDO

Tel : +8522218 8288
Fax: +852 2815 2239
www.bdo.com.hk

18 M 1% B Al

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
EFE 1 +85222188288 EETFHEER1115E
{5K : +85228152239 JKZH>2548
www.bdo.com.hk
KK EERER A RRR

To the members of KK CULTURE HOLDINGS LIMITED

KK XL ZRBRAF

(FORMERLY KNOWN AS CINDERELLA MEDIA GROUP LIMITED
SEEREE G IR F])

(incorporated in Cayman Islands and redomiciled to Bermuda with
limited liability)

OPINION

We have audited the consolidated financial statements of KK Culture
Holdings Limited (the “Company”) and its subsidiaries (together
referred to as the “"Group”) set out on pages 63 to 176, which
comprise the consolidated statement of financial position as at 31
December 2017, and the consolidated statement of profit or loss and
other comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2017, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs") issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA")
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the ”Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements” section of
our report. We are independent of the Group in accordance with
HKICPA's “Code of Ethics for Professional Accountants” (the “Code”),
and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.
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Independent Auditor’s Report
B % BED RS

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

Goodwill and other intangible assets impairment
assessment

Refer to notes 18 and 19 to the consolidated financial
statements and the Group’s significant accounting policies and
critical accounting estimates and judgements set out in note 2.8,
2.9 and 4(iv)

The Group had goodwill of HK$3,211,000 and other intangible assets
of HK$157,913,000 as at 31 December 2017. Goodwill is assessed for
impairment annually. Furthermore, other intangibles assets are tested
for impairment where an indicator of impairment arises.

Management has performed impairment assessment of these assets in
accordance with the Group’s accounting policies. The Group engaged
an independent professional valuer to assess the recoverable amounts
of cash-generating unit (“CGU"). Based on value-in-use calculation,
the recoverable amount of the CGU exceeded its carrying amount,
hence no impairment loss was recognised. The determination of
the value-in-use of the CGU involved significant assumptions and
judgements made by management concerning the estimated future
cash flows and other key inputs.

We have identified impairment assessment of goodwill and other
intangible assets as a key audit matter because of its significance to
the consolidated financial statements and because the value-in-use
calculations involve significant management judgement with respect
to the discount rate and the underlying cash flows, in particular future
revenue growth.
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Independent Auditor’s Report

KEY AUDIT MATTERS (Continued)
Our response:

Our procedures in relation to management’s impairment assessment
of goodwill and other intangible assets included:

Assessing the valuation methodology;

- Challenging the reasonableness of key assumptions based on
our knowledge of the business and industry;

- Reconciling input data to supporting evidence and considering
the reasonableness of these input data;

- Evaluating the independent valuer's competence, capabilities
and objectivity;

- Conducting in-depth discussions with management and the
independent valuer about the cash flow projections used in
the value-in-use calculations and assessing the appropriateness
of the significant assumptions and critical judgement areas
which affect the value-in-use calculations;

- Benchmarking the growth rates and discount rates used in the
value-in-use calculations against independent industry data
and comparable companies; and

- Performing sensitivity analyses including assessing the effect of
a change in the key assumptions to the recoverable amounts
of the CGUs.
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Independent Auditor’s Report
B % BED RS

KEY AUDIT MATTERS (Continued)
Impairment of trade receivables

Refer to note 22 to the consolidated financial statements
and the Group’s significant accounting policies and critical
accounting estimates and judgements set out in note 2.10 and
4(i)

The Group had trade receivables of HK$31,238,000 as at 31
December 2017. There is a risk that the carrying value of trade
receivables is not recoverable. Management’s impairment assessment
was based on evaluation of collectability, including ageing analysis
of, each debtor, which required exercise of management’s judgment
on the current creditworthiness, and the past collection history, of
each customer. Management made provision for impairment of trade
receivables amounting to HK$4,718,000 as at 31 December 2017.

We have identified impairment assessment of trade receivables as
a key audit matter because of its significance to the consolidated
financial statements and because the assessment involve significant
management judgement.

Our response:

Our procedures in relation to management’s impairment assessment
of trade receivables included:

- Reviewing debtors ageing report, which is used by
management in the assessment of long overdue debts;

- Reviewing debtors repayment history;
- Checking, on a sample basis, settlements during the year and
subsequent settlements of debtors after the year end to the

relevant supporting documents; and

- Reviewing management’s assessment of receivables which are
past due but not impaired.
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Independent Auditor’s Report

OTHER INFORMATION IN THE ANNUAL REPORT

The directors are responsible for the other information. The other
information comprises the information included in the Group’s annual
report but does not include the consolidated financial statements and
our auditor’s report thereon.

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

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

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are also responsible for overseeing the Group’s financial
reporting process. The Audit Committee assists the directors in
discharging their responsibilities in this regard.
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Independent Auditor’s Report
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as
a body, in accordance with Section 90 of the Bermuda Act 1981, and
for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

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

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

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

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

o Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.
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Independent Auditor’s Report

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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

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

o Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.
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Independent Auditor’s Report
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

BDO Limited
Certified Public Accountants

Au Yiu Kwan
Practising Certificate Number P0O5018

Hong Kong, 26 March 2018
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
GAEeBEaRkHME2E W SRR

For the year ended 31 December 2017
BE—T—+F+-A=+—FHIFE

2017 2016
—ZT—tfF —E-RF
Notes HK$'000 HK$'000
M =E FER FHIT

Turnover £ 3 5 98,534 96,527
Direct operating costs HELE KA (17.350) (18,396)
Gross profit EF 81,184 78,131
Other income HUA 7 6,336 380
Selling and distribution costs SHE REBITHA (17,224) (16,540)
Administrative and other operating T R H AL EE A

expenses (143,559) (77,578)
Other expenses HmE A (6,049) (4)
Finance costs %5 E A 8 (2,213) (602)
Loss before income tax BRFr8H AT 18 9 (81,525) (16,213)
Income tax credit FriSiiiE e 12 6,051 1,978
Loss for the year KEEEE (75,474) (14,235)
Other comprehensive income Hih 2 E WK
Items that may be reclassified AJRERR 6 BT 7 AEE

subsequently to profit or loss: B 2 IHA -
Exchange loss on translation of financial & /G /N EK B SRR EE 2

statements of foreign operations P& 5 Esta - (590)
Release of exchange reserve upon B — TP A Al

disposal of a subsidiary 1 [B] b 5 940 —
Fair value gain on available-for-sale AIHEHEMBEEZ

financial assets NEEEWE 978 5,756
Other comprehensive income for ~ RFEEEM MU -

the year, net of tax HERBIE 1,918 5,166
Total comprehensive income AEEZHEKEAE

for the year (73,556) (9,069)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
REBERREMEZEKER

For the year ended 31 December 2017
BE—F—+F1-A=1T—HILFE

2017 2016
— AN
Notes HK$'000 HK$'000
MI5E FHT T
Loss for the year attributable to: AT ALTEBERFERA :
Equity shareholders of the Company N2 Rl AR (57,834) (12,115)
Non-controlling interests eI e (17,640) (2,120)
(75,474) (14,235)
Total comprehensive income LT ATEGE2EKRRAEE
attributable to:
Equity shareholders of the Company ~ ZANA AIEZSIER (55,916) (6,949)
Non-controlling interests eI e e (17,640) (2,120)
(73,556) (9,069)
Loss per share BREE 14
Basic and diluted ERREE (HK15.62 cents %) (HK3.55 cents &)
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Consolidated Statement of Financial Position

e B35 AR R 3R

As at 31 December 2017
R-F—+F+=-HA=+—H

2017 2016
—E—+F —E-REF
Notes HK$'000 HK$'000
5T FHT T
ASSETS AND LIABILITIES EEHEHAE
Non-current assets FREBEE
Property, plant and equipment mE - BB ERE 15 1,514 3,734
Prepaid land lease payments a3 S 16 - 4,752
Investment properties KEME 17 27,066 27,946
Goodwill EES 18 3,211 3,211
Other intangible assets Hithmp&E 19 157,913 153,862
Available-for-sale financial assets A EMKEE 20 17,369 44,979
Loan receivables FEW E X 21 4,000 =
Deposit for acquisition of property, WEEMZE  BERZRBE 2R
plant and equipment 3,988 =
215,061 238,484
Current assets REEE
Trade and other receivables B 5 MEMEWHIE K e
and deposits 22 52,661 41,382
Tax recoverable AUk EF IR 32 332
Cash and cash equivalents BeMReEEER 23 28,472 83,373
81,165 125,087
Non-current assets classified Y AEEHENIEREEE
as held for sales 28,588 -
109,753 125,087
Current liabilities REEE
Other payables and accruals At fE AT 5RIE I R RS2 12,413 8,996
Amount due to non-controlling FER—MEMEARZ
interests of a subsidiary IR e 2 OB 24 6,750 6,750
Amount due to a shareholder JE— 2R RIE 24 - 13,950
Bank borrowings, secured RITEE - HIEA 25 5,896 =
Current portion of license right FETFFRT R 2 BB
fees payables 26 66,935 31,730
Provision for taxation IR 1,519 =
93,513 61,426
Net current assets REEEFE 16,240 63,661
Total assets less current liabilities #ZEERKEERS 231,301 302,145
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Consolidated Statement of Financial Position

e AR R &R
As at 31 December 2017
REF—+F+=-H=+—H

2017 2016
— AN
Notes HK$'000 HK$'000
B 5T FHET F&TT
Non-current liabilities FREBEE
Non-current portion of license FERHRRTIEE 2 FEm BN 2B 15
right fees payables 26 41,706 76,570
Loans from a shareholder — AR 2 B 27 40,312 =
Deferred tax liabilities BERIBEE 28 - 7,869
82,018 84,439
Net assets EEFRE 149,283 217,706
EQUITY =
Share capital (LN 29 74,523 74,007
Reserves (E=] 76,660 127,959
Equity attributable to equity ARA B R RN 2 s
shareholders of the Company 151,183 201,966
Non-controlling interests FEIERR RS (1,900) 15,740
Total equity R 149,283 217,706
On behalf of the directors RERES
Liu Gary Wei Tsang Hing Bun
2% ZEE
Director Director
EE EE

KK Culture Holdings Limited
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Consolidated Statement of Changes in Equity
mEREASE X

For the year ended 31 December 2017
BE—T—+F+-A=+—FHIFE

Non-
controling
Attributable to equity shareholders of the Company interests ~ Total equity
ALTEERRERER HiREE  EaEE
Emplojee  Investment
Share Share ~ compensaion  revaluation Exchange Merger ~ Contrbuted Retained
capital premium feserve fesenve Teserve Teserve surplus eamings Total

Be RER  BERR  EERE  EIRE ehBE  BARR  REE &if
BRSO HKSOOD  HKSOD0  HKSOOD  HKFODD  HKSO00  HKFOOD  HKSO00  HKSO000  HKSO0D  HKSIO0O
TR  TRm  ThRn  TAm  TEn A TEn AL TEn  TEn  TER

Balance at 1 anuary 2016 RZE-NE-R-BZkH 6,757 547 - - (350 (389 95,402 12,49 130,708 - 130,708
Issue of shares upon placing (Note 29) ~ FEEEZ1TR {3 (R 29) 7,000 4,750 - - - - - - 71750 = 71,750
Share issue expenses EHER - ) - - - - - - (1) g )
Share option granted R - - 4687 - - - - - 4687 - 4687
Bercise o share option ffekEkE 0 317 (830) - - - - - 2487 - 2487
Acquisiion of asubsidiary (Note 35) B —TRBAR (f5E35) - - - - - - - - - 17,860 17,860
Transactions with equity shareholders SERRRRE 7250 67,150 3807 = = = - - 78,207 17,860 9,067
Loss for the year FERER = = - - - - = (115 (12119 210 (14239)
Other comprehensive income Afe2ENE
Curency ranslaton Elipg - - - - (590) - - - (590) = (590)
Fairvalue gain on avalableforsale  FIELHEETREEL

financial assets NTEEKS - = = 5,756 = - = S 5,756 £ 5,756
Total comprehensive income FEERENREE

for the year - - E 5,75 (590) - - (12,115) (6949) (2120 (9,069)
Balance at 31 December 2016 REB-RETZA=T-B2EHR 74007 67,697 3807 5,756 (940) (43897) 95,402 134 201,966 15,740 217,706
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Consolidated Statement of Changes in Equity

RERSTBER
For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

Non-
controlling
Attributable to equity shareholders of the Company interests  Total equity
ANIRERRELER FERRE  RE4E
Retained
Employee  Investment earnings/
Share Share compensation revaluation  Exchange Merger  Contributed ~ accumulated
capital  premium reserve reserve reserve reserve surplus losses Total
& RE REEH/

Bx BOER  BREE R
HKSO00  HKSO00  HKSO0D  HKSO00

Tén Tén Tén TEn

EXff  ofBR AR ZiER it
HKSO00  HKSO00  HKSO0D  HKSO00  HKSO00  HKSO00  HKS00O
it A 1 TE7 TR TER  TEn  TER

Balance at 1 January 2017 WE-tE-R-AZkH 74,007 67,697 3,807 5,756 (940) (43.897) 95,402 134 201,966 15,740 217,706
Bxercse of share option fIiFERE 516 6,433 (1816) - - - - - 5133 - 5133
Transactions with equity shareholders SERRRRE 516 6433 (1,816) - - - - - 5133 - 5133
Loss for the year FERER - - - - - - - (57834 (7838)  (17640)  (15474)
Other comprehensive income Afe2ENE
Release of exchange resenve Rt EMEARTERES B

upon disposal of a subsidary (H3E36)

(Note 36) - - - - 940 - - - 940 - 940
Farvalue gan on avalableforsale AT EEIHAE AT EENG

financial assets - - - 978 - - - - 978 - 978
Total comprehensive income RERREYRES

for the year - - - 978 940 - - (57,834) (55,916) (17,640) (73,556)
Balance at 31 December 2017 R-B-tE+-A=1-R2ER 74,523 74,130 1,991 6,134 - (43,897) 95,402 (57,700) 151,183 (1,900) 149,283

Merger reserve of the Group arose as a result of the Group’s
reorganisation in 2000 and represents the difference between the
nominal amount of the share capital issued by the Company and the
nominal amount of the issued share capital of Recruit (BVI) Limited.
Contributed surplus of the Group arose as a result of the reduction in
share capital in accordance with the Group’s capital reorganisation in
2003.
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Consolidated Statement of Cash Flows

GERETRER

For the year ended 31 December 2017
BE—T—+F+-A=+—FHIFE

2017 2016
—E—tF —E—REF
Notes HK$'000 HK$’'000
gz FHET T
Cash flows from operating activities EE XK 2 HEHE
Loss before income tax BT TRTE R (81,525) (16,213)
Adjustments for: FHEE
Amortisation of prepaid land TS T 4070 & B8
lease payments 101 136
Amortisation of other intangible HEh & EgiE
assets 90,436 41,037
Depreciation of property, W - BEREEITE
plant and equipment 591 818
Depreciation of investment properties & &ME 2 & 880 880
Dividend income from listed equity ERAE S 2 R EWA
securities - (174)
Equity-settled share-based payment ARG E 2 I R 3R 2
expenses - 4,687
Gain on disposals of property, HEWE - KB K&z Mes
plant and equipment (409) -
Gain on disposals of prepaid land HEBMNTiEES 2 s
lease payments (723) -
Loss on disposals of a subsidiary HE—RHBAR 2 EE 36 1,331 2
Impairment of trade receivables B 5 EWGRIRRE 22 4,718 4
Interest expenses MEFX 2,213 602
Impairment of trade receivables B [C & 5 FE VR IE R E
written back 22 4) (54)
Interest income FEMA (1,483) 3)
Operating profit before working HEESEHR LR
capital changes 16,126 31,720
Increase in trade and other receivables & 5 N H /b & Uz IE &
and deposits FeE N (16,307) (28,783)
Increase/(Decrease) in other payables b fE{HZRIE M TR
and accruals i Cld) 3,417 (13,405)
Increase in amount due to JERT —FEIFfT /8 A B 2 FEVE AR i 2
non-controlling interests Z FIEE N
of a subsidiary - 6,750
(Decrease)/Increase in amount due to  JEN —ZAXE 218 Gl 4>) L N
a shareholder (13,950) 20,550
Cash (used in)/generated from RS (TR FiBE S
operations (10,714) 16,832
Income taxes paid EASFT1SHT - (2,617)
Net cash (used in)/from operating ISR (AT el s FEE
activities (10,714) 14,215
KK XA BB AR AT @
—E—+FFR



Consolidated Statement of Cash Flows

= A B =
FERERER
For the year ended 31 December 2017
BE—F—+F - A=+—HIFE

2017 2016
—E—+F AN
Notes HK$'000 HK$'000
BisE FExT FAT
Cash flows from investing activities RE£K2HEHE
Dividend income from listed equity B ETRAE S 2 R EMA
securities received - 174
Interest received BFIE 224 3
Increase in deposits for acquisition of ~ UKEEWE ~ = N R
property, plant and equipment Z IR IE N (3,988) =
Payment for license rights LS A NN (96,247) (19,573)
Proceeds from disposals of property, — HEWE - HERK&EZ
plant and equipment Fr1S 5078 2,755 =
Proceeds from disposals of prepaid land H&& N + i f & 2 Fr{S A
lease payments 5,374 -
Purchase of available-for-sale BEARNEYBEE
financial assets - (39,223)
Loan to third party RE=FiREZER (4,000) =
Additions of property, NEWE - BB R
plant and equipment (717) (3)
Acquisition of a subsidiary W g — M E A A 35 - (36,598)
Net cash outflow in respect of HE—MMBARZES R 36
disposals of a subsidiary R (76) -
Net cash used in investing activities REEEZH 7 FE (96,675) (95,220)
Cash flows from financing activities BIE %K 2 HEHE
Proceeds from bank borrowings IRITIEE 2 1S58 6,100 =
Repayments of bank borrowings BEERITEE (204) =
Interest on bank borrowings paid BERITEER B (112) =
Increase in loans from a shareholder ~ —& MBI 2 EZ/IE N 41,571 =
Proceeds from shares issued on AITEEREMEI TG 2
exercise of share options FTiS s 5,133 2,487
Proceeds from issue of shares BT D TS sk1E - 71,750
Share issue expenses paid BT B R - (717)
Net cash generated from financing FEREB R e AT
activities 52,488 73,520
Net decrease in cash and RekESEEEBERDEE
cash equivalents (54,901) (7,485)
Cash and cash equivalents R—B—HBZHRER
at 1 January He%EER 83,373 90,858
Cash and cash equivalents R+=-—BA=+—H=ZzHEE
at 31 December He%EER 28,472 83,373

KK Culture Holdings Limited
Annual Report 2017



Notes to the Financial Statements

GENERAL INFORMATION

KK Culture Holdings Limited (formerly known as Cinderella
Media Group Limited) (the “Company”) was incorporated in
the Cayman Islands as an exempted company on 13 March
2000 and redomiciled to Bermuda by way of de-registration
in the Cayman Islands and continuation as an exempted
company under the laws of Bermuda, with limited liability on
29 January 2003. The address of the Company’s registered
office is Clarendon House, 2 Church Street, Hamilton HM 11,
Bermuda and its principal place of business is 26/F, 625 King’s
Road, North Point, Hong Kong. The Company’s shares are
listed on the Main Board of The Stock Exchange of Hong Kong
Limited (the “SEHK").

Pursuant to the special resolution by the shareholders passed
on 2 June 2017, the Certificate of Incorporation of Change of
Name was issued by the Registrar of Companies in Bermuda
on 6 July 2017. Hence, the English name of the Company has
been changed from “Cinderella Media Group Limited” to “KK
Culture Holdings Limited” and the Chinese name " Jt{&ff &
EHBRZAF]" has been adopted in place of “KK 3 {EIZEA B R
A Al " with effect from 31 August 2017.

The Company acts as an investment holding company and
provides corporate management services. Details of the
activities of its principal subsidiaries are set out in Note 34 to
the financial statements. The Company and its subsidiaries are
collectively referred to as the “Group” hereafter.

The financial statements for the year ended 31 December
2017 were approved for issue by the board of directors of the
Company (the “Directors”) on 26 March 2018.

B 75 ¥R AR Y A

For the year ended 31 December 2017
BE—T—+F+-A=+—FHIFE
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KK X LEZRER AR (R ALEEERR
BRAR) [RRBDRZZETZF=A+=
BERSHSTMK I RERRE RG] - 12
RR=_ZEE=F—A=-tThBHERFEE
HEzidfmEMEERE  WIRRER
EROIREREREREBREEAA -
AR B 0 #% = BR 2 Ak iz 5 Clarendon
House, 2 Church Street, Hamilton HM 11,
Bermuda RH F E& ZEME L N HHEIL A
REE6255%2618 - RRRZRNHNEE
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BERENR-_ZE—tFSAZHBRBZE
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Eit - AR R 2 HXEEE A [Cinderella
Media Group Limited ] 5 2% % [KK Culture
Holdings Limited] + SZERANHR X478 [ KK 3Z
LERBR AT ] RN [ LEEHER
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R o
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

2.1

Basis of preparation and going concern
assumption

The financial statements on pages 63 to 176 have
been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs"”) which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA"”) and the
disclosure requirements of the Hong Kong Companies
Ordinance. The financial statements also include the
applicable disclosures required by the Rules Governing
the Listing of Securities on the SEHK.

The significant accounting policies that have been
used in the preparation of these financial statements
are summarised below. These policies have been
consistently applied to all the years presented unless
otherwise stated. The adoption of new or amended
HKFRSs and the impacts on the Group’s financial
statements, if any, are disclosed in Note 3.

The financial statements have been prepared under
historical cost convention except for available-for-
sale financial assets, which are stated at fair values.
The measurement bases are fully described in the
accounting policies below.

KK Culture Holdings Limited
Annual Report 2017
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1

Basis of preparation and going concern
assumption (Continued)

During the year, the Group has incurred a loss of
HK$75,474,000 (2016: HK$14,235,000). Management
has prepared a cash flow forecast for the next twelve
months and it has indicated that the Group will have
sufficient financial resources to meets able to meet
its financial obligations as and when they fall due.
Management also has a plan to dispose of certain
available-for-sale financial assets held, in order to
maintain the Group as a going concern. Accordingly,
the financial statements have been prepared on a
going concern basis.

It should be noted that accounting estimates and
assumptions are used in the preparation of the financial
statements. Although these estimates are based on
management’s best knowledge and judgement of
current events and actions, actual results may ultimately
differ from those estimates. The areas involving a
higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the
financial statements, are disclosed in Note 4.

Bt %5 #R AR Y A

For the year ended 31 December 2017
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2

Business combination and basis of
consolidation

The consolidated financial statements comprise
the financial statements of the Company and its
subsidiaries. Inter-company transactions and balances
between group companies together with unrealised
profits are eliminated in full in preparing the
consolidated financial statements. Unrealised losses are
also eliminated unless the transaction provides evidence
of impairment on the asset transferred, in which case
the loss is recognised in profit or loss.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
statement of profit or loss and other comprehensive
income from the effective dates of acquisition or up to
the effective dates of disposal, as appropriate. Where
necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other members of
the Group.

KK Culture Holdings Limited
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2

Business combination and basis of
consolidation (Continued)

Acquisition of subsidiaries or businesses is accounted
for using acquisition method. The cost of an acquisition
is measured at the aggregate of the acquisition-date
fair value of assets transferred, liabilities incurred and
equity interests issued by the Group, as the acquirer.
The identifiable assets acquired and liabilities assumed
are principally measured at acquisition-date fair value.
The Group’s previously held equity interest in the
acquiree is re-measured at acquisition-date fair value
and the resulting gains or losses are recognised in profit
or loss. The Group may elect, on a transaction-by-
transaction basis, to measure non-controlling interests
that represent present ownership interests in the
subsidiary either at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All
other non-controlling interests are measured at fair
value unless another measurement basis is required by
HKFRSs.

Acquisition-related costs incurred are expensed unless
they are incurred in issuing equity instruments in which
case the costs are deducted from equity.

Changes in the Group’s interests in subsidiaries that
do not result in a loss of control are accounted for
as equity transactions. The carrying amounts of the
Group’s interest and non-controlling interest are
adjusted to reflect the changes in their relative interests
in the subsidiaries. Any difference between the amount
by which non-controlling interest is adjusted and
the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners
of the Company.

Bt %5 #R AR Y A

For the year ended 31 December 2017
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2

Business combination and basis of
consolidation (Continued)

When the Group loses control of a subsidiary, profit or
loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest
and (ii) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary
and any non-controlling interest. Amounts previously
recognised in other comprehensive income in relation
to the subsidiary are accounted for in the same manner
as would be required if the relevant assets or liabilities
were disposed of.

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those
interests at initial recognition plus non-controlling
interest’s share of subsequent changes in equity. Total
comprehensive income is attributed to non-controlling
interests even if this results in those non-controlling
interest having a deficit balance.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3

24

Subsidiaries

A subsidiary is an investee over which the Company
is able to exercise control. The Company controls
an investee if all three of the following elements are
present: power over the investee, exposure, or rights,
to variable returns from the investee, and the ability to
use its power to affect those variable returns. Control is
reassessed whenever facts and circumstances indicate
that there may be a change in any of these elements of
control.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment loss.
The results of the subsidiaries are accounted for by
the Company on the basis of dividends received and
receivable at the reporting date. All dividends whether
received out of the investee's pre or post-acquisition
profits are recognised in the Company’s profit or loss.

Foreign currency translation

The financial statements are presented in Hong Kong
Dollars (“HK$"), which is also the functional currency
of the Company.

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated
into the functional currency of the individual entity
using the exchange rates prevailing at the dates of the
transactions. At the reporting date, monetary assets and
liabilities denominated in foreign currencies are translated
at the foreign exchange rates ruling at that date.
Foreign exchange gains and losses resulting from the
settlement of such transactions and from the reporting
date retranslation of monetary assets and liabilities are
recognised in profit or loss.
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

24

Foreign currency translation (Continued)

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined and are reported as part of the fair value
gain or loss. Non-monetary items that are measured at
historical cost in a foreign currency are not retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group's
presentation currency, have been converted into HK$.
Assets and liabilities have been translated into HK$
at the closing rates at the reporting date. Income
and expenses have been converted into HK$ at the
exchange rates ruling at the transaction dates, or at
the average rates over the reporting period provided
that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have
been recognised in other comprehensive income and
accumulated separately in the exchange reserve in
equity.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5

Property, plant and equipment

Buildings held for own use which are situated on
leasehold land, where the fair value of the building
could be measured separately from the fair value of the
leasehold land at the inception of the lease, and other
items of plant and equipment are stated at acquisition
cost less accumulated depreciation and impairment
losses. The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the asset
to its working condition and location for its intended
use.

Depreciation on property, plant and equipment is
provided to write off their costs over their estimated
useful lives, using straight-line method, at the following
rates per annum:
Leasehold land and buildings Over 50 years or
the lease term,
whichever is shorter
20%
20%
20% — 50% or over
the lease term,

Furniture and fixtures
Office equipment
Leasehold improvements

whichever is shorter
33%
Motor vehicles 20%

Computer equipment and system

The assets’ depreciation method and estimated useful
lives are reviewed, and adjusted if appropriate, at each
reporting date.

Gain or loss arising on retirement or disposal is
determined as the difference between the sales
proceeds and the carrying amount of the asset and is
recognised in profit or loss.
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5

2.6

2.7

Property, plant and equipment (Continued)

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 the Group and the cost of the item can be
measured reliably. All other costs, such as repairs and
maintenance are charged to profit or loss during the
period in which they are incurred.

Prepaid land lease payments

Upfront payments made to acquire land held
under an operating lease are stated at costs less
accumulated amortisation and any impairment losses.
The determination if an arrangement is or contains a
lease and the lease is an operating lease is detailed in
Note 2.13. Amortisation is calculated on straight-line
method over the terms of the lease/right of use except
where an alternative basis is more representative of the
time pattern of benefits to be derived by the Group
from use of the land.

Investment properties

Investment property is property held either to earn
rentals or for capital appreciation or for both, but not
held for sale in the ordinary course of business, use
in the production or supply of goods or services or
for administrative purposes. Investment property is
stated at cost less accumulated depreciation and any
impairment losses, if any. Depreciation is charged so
as to write off the cost of investment property net
of expected residual value over the estimated useful
live of 36 to 40 years using straight-line method. The
estimated useful lives, estimated residual value and
depreciation method are reviewed, and adjusted if
appropriate, at the end of each reporting period.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.8

Goodwiill

Goodwill is initially recognised at cost being the excess
of the aggregate of consideration transferred and
the amount recognised for non-controlling interests
over the fair value of identifiable assets, liabilities and
contingent liabilities acquired.

Where the fair value of identifiable assets, liabilities
and contingent liabilities exceed the fair value of
consideration paid, the excess is recognised in profit or
loss on the acquisition date, after re-assessment.

Goodwill is measured at cost less impairment losses.
For the purpose of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units (“CGU") that are expected
to benefit from the synergies of the acquisition. A
CGU to which goodwill has been allocated is tested
for impairment annually, and whenever there is an
indication that the unit may be impaired.

For goodwill arising on an acquisition in a financial
year, the CGU to which goodwill has been allocated is
tested for impairment before the end of that financial
year. When the recoverable amount of the CGU is less
than the carrying amount of the unit, impairment loss
is allocated to reduce the carrying amount of goodwill
allocated to the unit first, and then to other assets of
the unit on the pro-rata basis of the carrying amount to
each asset in the unit. Any impairment loss for goodwill
is recognised in profit or loss and is not reversed in
subsequent periods.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.9

2.10

Other intangible assets (other than goodwill)

Intangible assets which are advertising agency rights
acquired separately are initially recognised at cost. The
cost of advertising agency rights acquired in a business
combination are recognised at fair value at the date
of acquisition. Subsequently, as these intangible assets
have finite useful lives, they are carried at cost less
accumulated amortisation and any impairment losses.

Amortisation is provided on a straight-line method over
their useful life of 3 years. Amortisation commences
when the intangible assets are available for use.

Intangible assets with finite lives are tested for
impairment when there is an indication that an asset
may be impaired (see Note 2.17).

Financial assets

The Group’s accounting policies for financial assets
other than investments in subsidiaries are set out
below. The Group’s financial assets are classified into
loans and receivables and available-for-sale financial
assets. Management determines the classification of its
financial assets at initial recognition depending on the
purpose for which the financial assets were acquired
and where allowed and appropriate, re-evaluates this
designation at every reporting date.

All financial assets are recognised when, and only
when, the Group becomes a party to the contractual
provisions of the instrument. Regular way purchases
of financial assets are recognised on trade date.
When financial assets are recognised initially, they are
measured at fair value, plus, in the case of investments
not at fair value through profit or loss, directly
attributable transaction costs.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Financial assets (Continued)

De-recognition of financial assets occurs when the
rights to receive cash flows from the investments expire
or are transferred and substantially all of the risks and
rewards of ownership have been transferred.

At each reporting date, financial assets are reviewed
to assess whether there is objective evidence of
impairment. If any such evidence exists, impairment
loss is determined and recognised based on the
classification of the financial asset.

(i) Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. These are subsequently measured at
amortised cost using effective interest method,
less any impairment losses. Amortised cost is
calculated taking into account any discount or
premium on acquisition and includes fees that
are an integral part of the effective interest rate
and transaction cost.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Financial assets (Continued)

(if)

Available-for-sale financial assets

These include non-derivative financial assets
that do not qualify for inclusion in any of the
other categories of financial assets.

All financial assets within this category are
subsequently measured at fair value. Gain or
loss arising from a change in the fair value
excluding any dividend and interest income
is recognised in other comprehensive income
and accumulated separately in the investment
revaluation reserve in equity, except for
impairment losses (see the policy below) and
foreign exchange gains and losses on monetary
assets, until the financial asset is derecognised,
at which time the cumulative gain or loss
previously recognised in equity is recycled to
profit or loss. Interest calculated using effective
interest method is recognised in profit or loss.
Upon disposal, the cumulative gain or loss
previously recognised in equity is transferred to
profit or loss.

For available-for-sale investments in equity
securities that do not have a quoted market
price in an active market and whose fair value
cannot be reliably measured and derivatives that
are linked to and must be settled by delivery
of such unquoted equity instruments, they are
measured at cost less any identified impairment
losses at each reporting date subsequent to
initial recognition.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10

Financial assets (Continued)
Impairment of financial assets

At each reporting date, financial assets are reviewed to
determine whether there is any objective evidence of
impairment and impairment is recognised based on the
classification of the financial asset.

Objective evidence of impairment of individual financial
assets includes observable data that comes to the
attention of the Group about one or more of the
following loss events:

- Significant financial difficulty of the debtors;

- A breach of contract, such as a default of
delinquency in interest for principal payments;

- It becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;

- Significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtors; and

- A significant or prolonged decline in the fair
value of an investment in an equity instrument
below its cost.

Loss events in respect of a group of financial assets
include observable data indicating that there is a
measurable decrease in the estimated future cash flows
from the group of financial assets. Such observable
data includes but not limited to adverse changes in the
payment status of debtors in the group and, national or
local economic conditions that correlate with defaults
on the assets in the group. If any such evidence exists,
impairment loss is measured and recognised as follows:
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

Financial assets carried at amortised cost

If there is objective evidence that an impairment
loss on loans and receivables carried at
amortised cost has been incurred, the amount
of loss is measured as the difference between
the asset’s carrying amount and the present
value of estimated future cash flows (excluding
future credit losses that have not been incurred)
discounted at the financial asset’s original
effective interest rate (i.e. the effective interest
rate computed at initial recognition). The
amount of loss is recognised in profit or loss of
the year in which the impairment occurs.

If, in subsequent period, the amount of
impairment loss decreases and the decrease can
be related objectively to an event occurring after
the impairment was recognised, the previously
recognised impairment loss is reversed to the
extent that it does not result in a carrying
amount of the financial asset exceeding what
the amortised cost would have been had the
impairment not been recognised at the date
the impairment is reversed. The amount of the
reversal is recognised in profit or loss of the year
in which the reversal occurs.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FES:BEREME %)
POLICIES (continued)

2.10 Financial assets (Continued) 210 BIBEEE)

Impairment of financial assets (Continued)

(i) Available-for-sale financial assets

When a decline in the fair value of an available-
for-sale financial asset has been recognised
directly in equity and there is objective evidence
that the asset is impaired, an amount is
removed from equity and recognised in profit
or loss as an impairment loss. That amount is
measured as the difference between the asset’s
acquisition cost (net of any principal repayment
and amortisation) and current fair value, less
any impairment loss on that asset previously
recognised in profit or loss.

Reversals of impairment for investment in equity
instruments classified as available-for-sale are
not recognised in profit or loss. The subsequent
increase in fair value is recognised in other
comprehensive income.

For financial assets other than loans and receivables
that are stated at amortised cost, impairment losses are
written off against the corresponding assets directly.
Where the recovery of trade receivables is considered
doubtful but not remote, impairment losses for
doubtful receivables are recorded using an allowance
account. When the Group is satisfied that recovery of
trade receivables is remote, the amount considered
irrecoverable is written off against trade receivables
directly and any amounts held in the allowance account
in respect of that receivable are reversed. Subsequent
recoveries of amounts previously charged to the
allowance account are reversed against the allowance
account. Other changes in the allowance account and
subsequent recoveries of amounts previously written
off directly are recognised in profit or loss.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
2.11 Non-current assets held for sale and disposal
groups

Non-current assets and disposal groups are classified as
held for sale when:

- they are available for immediate sale;
= management is committed to a plan to sell;

- it is unlikely that significant changes to the plan
will be made or that the plan will be withdrawn;

- an active programme to locate a buyer has
been initiated;

- the asset or disposal group is being marketed
at a reasonable price in relation to its fair value;
and

= a sale is expected to complete within 12 months
from the date of classification.

Non-current assets and disposal groups classified as
held for sale are measured at the lower of:

= their carrying amount immediately prior to
being classified as held for sale in accordance
with the Group’s accounting policy; and

- fair value less costs to sell.

Following their classification as held for sale, non-

current assets (including those in a disposal group) are

not depreciated.

The results of operations disposed of during the year
are included in profit or loss up to the date of disposal.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12

2.13

Cash and cash equivalents

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

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

Leases

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.

(i) Classification of assets leased to the Group

Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified
as being held under finance leases. Leases
which do not transfer substantially all the risks
and rewards of ownership to the Group are
classified as operating leases.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.13 Leases (Continued)

(i)

(iii)

Operating lease charges as the lessee

Where the Group has the right to use of assets
held under operating leases, payments made
under the leases are charged to profit or loss
using straight-line method over the lease terms
except where an alternative basis is more
representative of the time pattern of benefits
to be derived from the leased assets. Lease
incentives received are recognised in profit or
loss as an integral part of the aggregate net
lease payments made. Contingent rentals are
charged to profit or loss in the period in which
they are incurred.

Assets leased out under operating leases as
the lessor

Rental income from operating leases is
recognised in profit or loss on straight-line
method over the terms of the relevant lease.
Initial direct costs incurred in negotiating and
arranging an operating lease are added to
the carrying amount of the leased asset and
recognised as an expense on straight-line
method over the lease term.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FES:BEREME %)
POLICIES (continued)
2.14 Financial liabilities 214 BiEE

The Group’s financial liabilities include bank borrowing,
trade and other payables, amount due to non-
controlling interests of a subsidiary, amount due to a
shareholder, license right fees payables and loans from
a shareholder.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. All interest related charges are recognised
in accordance with the Group’s accounting policy for
borrowing costs (see Note 2.20).

A financial liability is de-recognised when the obligation
under the liability is discharged or cancelled or expires.

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

Finance lease liabilities

Finance lease liabilities are measured at initial value less
the capital element of lease repayments (see Note 2.13).
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Notes to the Financial Statements
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For the year ended 31 December 2017
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.14

2.15

Financial liabilities (Continued)
Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated 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 borrowing using effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least twelve months after the
reporting date.

Trade and other payables, amount due to non-
controlling interest of a subsidiary, amount due
to a shareholder, license right fees payables and
loans from a shareholder

These are recognised initially at their fair value and
subsequently measured at amortised cost, using
effective interest method.

Contingent liabilities

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events, are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.16

2.17

Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued.

Any transaction costs associated with the issue of
shares are deducted from share premium (net of any
related income tax benefit) to the extent they are
incremental costs directly attributable to the equity
transaction.

Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods, rendering
of services, net of rebates and discounts. Provided it is
probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can be
measured reliably, revenue is recognised as follows:

- Advertising income is recognised on the date
of the relevant publication issue or on time-
proportion basis by reference to the period in
which the advertisement is displayed in the
website, train media or other advertising media.

- Service income is recognised in the period in
which the services are rendered, by reference to
completion of the specific transaction assessed
on the basis of the actual service provided as a
proportion of the total services to be provided.

- Interest income is recognised on time-
proportion basis using effective interest method.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.17

2.18

Revenue recognition (Continued)

- Rental income under operating leases is
recognised on straight-line method over the
terms of the relevant lease.

- Dividend income is recognised when the right
to receive payment is established.

Impairment of non-financial assets (other
than goodwill)

Other intangible assets, property, plant and equipment,
investment properties and interests in subsidiaries are
subject to impairment testing.

Assets that have an indefinite useful life, for example
goodwill, are not subject to amortisation and are tested
for impairment annually. All other assets are tested for
impairment whenever there are indications that the
carrying amount may not be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
Recoverable amount is the higher of fair value,
reflecting market conditions less costs of disposal and
value-in-use. In assessing value-in-use, the estimated
future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current
market assessment of time value of money and the risk
specific to the asset.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18

Impairment of non-financial assets (other
than goodwill) (Continued)

For the purposes of assessing impairment, where
an asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash inflows
independently (i.e. a CGU). As a result, some assets are
tested individually for impairment and some are tested
at CGU level.

Impairment losses are charged pro rata to the other
assets in the CGU, except that the carrying value of an
asset will not be reduced below its individual fair value
less cost of disposal, or value-in-use, if determinable.

An impairment loss on other assets other than goodwill
is reversed if there has been a favourable change in
the estimates used to determine the asset’s recoverable
amount and only to the extent that the asset’s carrying
amount does not exceed the carrying amount that
would have been determined, net of depreciation
or amortisation, if no impairment loss has been
recognised.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—F—+F - A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19 Employee benefits

0]

Retirement benefit schemes

The Group participates in several staff
retirement benefit schemes for employees in
Hong Kong and the People Republic of China
(“PRC"), comprising defined contribution
retirement schemes and a Mandatory Provident
Fund scheme (the “MPF Scheme”). The assets
of these schemes are held separately from those
of the Group in independently administered
funds. The retirement benefit schemes are
generally funded by payments from employees
and by the relevant group companies. The
retirement benefit scheme costs charged to
profit or loss represents contributions payable
by the Group to the schemes.

The subsidiaries operating in the PRC
are required to participate in the defined
contribution retirement schemes for their
employees, organised by the relevant local
government authorities. They are required
to make contributions to the retirement
benefit schemes at a specified percentage of
employees’ relevant income and there are no
other further obligations to the Group.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19 Employee benefits (Continued)

0]

Retirement benefit schemes (Continued)

Before 1 December 2000, the Group operated
a defined contribution retirement scheme (“the
ORSO Scheme”) in Hong Kong for all qualified
employees. The ORSO Scheme is funded by
monthly contributions from both employees
and the Group at rates ranging from 5% to
7.5% of the employees’ basic salary, depending
on the length of service with the Group. The
Group's contributions under the ORSO Scheme
were reduced by contributions forfeited by
those employees who left the ORSO Scheme
prior to vesting fully in the contributions.

The Mandatory Provident Fund Schemes
Authority has approved the ORSO Scheme
as a Mandatory Provident Fund Exempted
Occupational Retirement Scheme under the
Mandatory Provident Fund Schemes Ordinance
(the “MPF Schemes Ordinance”). With effect
from 1 December 2000, the MPF Scheme was
set up under the MPF Schemes Ordinance for
existing staff who opt for this scheme and
eligible staff recruited on or after that date.
When the underlying staff elects the MPF
Scheme, retirement scheme benefits attributed
to the staff under the ORSO Scheme remain
unchanged in the MPF Scheme. Under the MPF
Scheme, eligible employees are required to
contribute 5% of their monthly basic salaries
whereas the Group’s contribution will be 5% of
the relevant income with a maximum monthly
contribution of HK$1,500 (2016: HK$1,500)
and there are no other legal or constructive
obligations to the Group.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19 Employee benefits (Continued)

(i)

Share-based employee compensation

The Group operates an equity-settled share-
based compensation plan, which was a share
option scheme by the Company, for the
purpose of recognising and motivating the
contribution from their staff and directors.
Employees (including directors) of the Group
receive remuneration in the form of share-
based payments, whereby employees render
services as consideration for equity instruments
("equity-settled transactions”).

All employee services received in exchange for
the grant of any share-based compensation
are measured at their fair values. These are
indirectly determined by reference to the
share options. Their value is appraised at the
grant date and excludes the impact of any
non-market vesting conditions (for example,
profitability and sales growth targets).
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19 Employee benefits (Continued)

(i)

Share-based employee compensation
(Continued)

All share-based compensation is recognised
as an expense in profit or loss over the
vesting period if vesting conditions apply, or
recognised as an expense in full at the grant
date when the equity instruments granted vest
immediately unless the compensation qualified
for recognition as asset, with a corresponding
increase in the employee compensation
reserve in equity. If vesting conditions apply,
the expense is recognised over the vesting
period, based on the best available estimate
of the number of equity instruments expected
to vest. Non-market vesting conditions are
included in assumptions about the number of
equity instruments that are expected to vest.
Estimates are subsequently revised, if there
is any indication that the number of equity
instruments expected to vest differs from
previous estimates.

At the time when the share options are
exercised, the amount previously recognised in
employee compensation reserve is transferred
to share premium. After vesting date, when
the vested share options are later forfeited or
are still not exercised at the expiry date, the
amount previously recognised in employee
compensation reserve is transferred to retained
earnings.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19 Employee benefits (Continued)

(iii)  Bonus plans

The Group recognises a liability and an
expense for bonuses where it has a contractual
obligation or where there is a past practice that
has created a constructive obligation.

(iv)  Short-term employee benefits

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered
by employees up to the reporting date. Non-
accumulating compensated absences such
as sick leave and maternity leave are not
recognised until the time of leave.

2.20 Borrowing costs

Borrowing costs incurred for the acquisition,
construction or production of any qualifying asset are
capitalised during the period of time that is required to
complete and prepare the asset for its intended use.
A qualifying asset is an asset which necessarily takes a
substantial period of time to get ready for its intended
use or sale. Other borrowing costs are expensed when
incurred.

Borrowing costs are capitalised as part of the cost of
a qualifying asset when expenditure for the asset is
being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset
for its intended use or sale are being undertaken.
Capitalisation of borrowing costs ceases when
substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
complete.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FES:BEREME %)
POLICIES (continued)
2.21 Accounting for income taxes 221 FREBIZERAE

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, tax authorities
relating to the current or prior reporting period, that
are unpaid at the reporting date. They are calculated
according to the tax rates and tax laws applicable to
the fiscal periods to which they relate, based on the
taxable profit for the year. All changes to current tax
assets or liabilities are recognised as a component of
tax expense in profit or loss.

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except
for goodwill and recognised assets and liabilities that
affect neither accounting nor taxable profits, deferred
tax liabilities are recognised for all taxable temporary
differences. Deferred tax assets are recognised to
the extent that it is probable that taxable profits will
be available against which deductible temporary
differences can be utilised. Deferred tax is measured
at the tax rates appropriate to the expected manner
in which the carrying amount of the asset or liability
is realised or settled and that have been enacted or
substantively enacted at the end of reporting period.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Accounting for income taxes (Continued)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries except where the Group is able to control
the reversal of the temporary differences and it is
probable that the temporary differences will not reverse
in the foreseeable future.

Deferred tax is calculated, without discounting, at
tax rates that are expected to apply in the period the
liability is settled or the asset realised, provided they are
enacted or substantively enacted at the reporting date.

Changes in deferred tax assets or liabilities are
recognised in profit or loss, or in other comprehensive
income or directly in equity if they relate to items that
are charged or credited to other comprehensive income
or directly to equity.

Current tax assets and current tax liabilities are
presented in net if, and only if,

(a) the Group has the legally enforceable right to
set off the recognised amounts; and

(b) intends either to settle on a net basis, or
to realise the asset and settle the liability
simultaneously.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Accounting for income taxes (Continued)

The Group presents deferred tax assets and deferred
tax liabilities in net if, and only if,

(a) the entity has a legally enforceable right to
set off current tax assets against current tax
liabilities; and

(b) the deferred tax assets and the deferred tax
liabilities relate to income taxes levied by the
same taxation authority on either:

(i) the same taxable entity; or

(i) different taxable entities which intend
either to settle current tax liabilities
and assets on a net basis, or to realise
the assets and settle the liabilities
simultaneously, in each future period in
which significant amounts of deferred
tax liabilities or assets are expected to be
settled or recovered.

2.22 Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the Directors for
their decisions about resources allocation to the
Group's business components and for their review of
the performance of those components. The business
components in the internal financial information
reported to the executive directors are determined
following the Group’s major product and service lines.
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 Segment reporting (Continued)

The Group has identified the following reportable
segments:

o Advertising — providing advertising services on
different publications, magazines, trains and
other advertising media.

o Property investment — investment in properties
held to earn rentals or for capital appreciation
or for both.

Each of these operating segments is managed
separately as each of the product and service lines
requires different resources as well as marketing
approaches. All inter-segment transfers are carried out
at arm’s length prices.

The measurement policies the Group uses for reporting
segment results under HKFRS 8 are the same as those
used in its financial statements prepared under HKFRSs,

except that:

o expenses related to share-based payments
o finance costs

o income tax

are not included in arriving at the operating results of
the operating segments.

Segment assets include all assets but corporate assets

which are not directly attributable to the business
activities of any operating segment.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22

2.23

Segment reporting (Continued)

Segment liabilities exclude corporate liabilities which
are not directly attributable to the business activities
of any operating segment and are not allocated to
a segment. These include deferred tax liabilities and
liabilities incurred for financing rather than operating
purposes.

No asymmetrical allocations have been applied to
reportable segments.

Related parties

(a) A person or a close member of that person’s
family is related to the Group if that person:

(i) has control or joint control over the
Group;

(i) has significant influence over the Group;
or

(iii) is a member of key management personnel
of the Group or the Company’s parent.

(b) An entity is related to the Group if any of the
following conditions apply:

(i) The entity and the Group are members
of the same group (which means that
each parent, subsidiary and fellow
subsidiary is related to the others).

(i) One entity is an associate or joint venture
of the other entity (or an associate or
joint venture of a member of a group of
which the other entity is a member).
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017

EEr—
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F—+FF_A=F+—HIFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.23 Related parties (Continued)

(b) (Continued)

(iii)

(iv)

(vi)

(vii)

(viii)

Both entities are joint ventures of the
same third party.

One entity is a joint venture of a third
entity and the other entity is an associate
of the third entity.

The entity is a post-employment benefit
plan for the benefit of the employees
of the Group or an entity related to the
Group.

The entity is controlled or jointly
controlled by a person identified in (a).

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

The entity, or any member of a group
of which it is a part, provides key
management personnel services to the
Group or to the Group’s parent.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.23 Related parties (Continued)

Close members of the family of a person are those
family members who may be expected to influence, or
be influenced by, that person in their dealings with the
entity and include:

(i) that person’s children and spouse or domestic
partner;

(i) children of that person’s spouse or domestic
partner; and

(iii) dependents of that person or that person’s
spouse or domestic partner.

3. ADOPTION OF NEW OR AMENDED HKFRSs

3.1

New or amended HKFRSs which are effective
during the year

During the year, the Group has applied for the first
time the following new or amended HKFRSs issued
by the HKICPA, which are relevant to and effective for
the Group’s financial statements for the annual period
beginning on 1 January 2017:

Amendments to HKAS 7 — Disclosure Initiative

The amendments introduce an additional disclosure
that will enable users of financial statements to
evaluate changes in liabilities arising from financing
activities.

The adoption of the amendments has led to the
additional disclosure presented in the notes to the cash
flow statement, Note 38.
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

3.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

3.1

New or amended HKFRSs which are effective
during the year (Continued)

Amendments to HKAS 12 - Recognition of
Deferred Tax Assets for Unrealised Losses

The amendments relate to the recognition of
deferred tax assets and clarify some of the necessary
considerations, including how to account for deferred
tax assets related to debt instruments measured of fair
value.

The adoption of the amendments has no impact on
these financial statements as the clarified treatment
is consistent with the manner in which the Group has
previously recognised deferred tax assets.

Annual improvements to HKFRSs 2014-2016
Cycle - Amendments to HKFRS 12, Disclosure of
Interests in Other Entities

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include
amendments to HKFRS 12, Disclosure of Interests
in Other Entities, to clarify that the disclosure
requirements of HKFRS 12, other than the requirements
to disclose summarised financial information, also apply
to an entity’s interests in other entities classified as
held for sale or discontinued operations in accordance
with HKFRS 5, Non-Current Assets Held for Sale and
Discontinued Operations.
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Notes to the Financial Statements

3. ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

3.1

3.2

New or amended HKFRSs which are effective
during the year (Continued)

Annual improvements to HKFRSs 2014-2016
Cycle - Amendments to HKFRS 12, Disclosure of
Interests in Other Entities (Continued)

The adoption of the amendments to HKFRS 12 has
no impact on these financial statements as the latter
treatment is consistent with the manner in which the
Group has previously dealt with disclosures relating to
its interests in other entities classified as held for sale or
discontinued operations in accordance with HKFRS 5.

New or amended HKFRSs which are issued
but not yet effective

At the date of this report, certain new and amended
HKFRSs have been published but are not yet effective,
and have not been adopted early by the Group.

The directors of the Company anticipate that all of
the pronouncements will be adopted in the Group’s
accounting policy for the first period beginning after
the effective date of the pronouncement. The directors
of the Company are currently assessing the impact of
the new and amended HKFRSs upon initial application.
So far, the Directors have preliminarily concluded that
the initial application of these HKFRSs will not result in
material financial impact on the consolidated financial
statements. Information on new and amended HKFRSs
that are expected to have an impact on the Group'’s
accounting policies is provided below.
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

3.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

3.2

New or amended HKFRSs which are issued
but not yet effective (Continued)

Amendments to HKFRS 2 - Classification
and Measurement of Share-based Payment
Transactions

This amendment is effective for accounting
periods beginning on or after 1 January 2018. The
amendments provide requirements on the accounting
for the effects of vesting and non-vesting conditions
on the measurement of cash-settled share-based
payments; share-based payment transactions with a
net settlement feature for withholding tax obligations;
and a modification to the terms and conditions of a
share-based payment that changes the classification of
the transaction from cash-settled to equity-settled.
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Notes to the Financial Statements

3. ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

3.2

New or amended HKFRSs which are issued
but not yet effective (Continued)

HKFRS 9 - Financial Instruments

This standard is effective for accounting periods
beginning on or after 1 January 2018. HKFRS 9
introduces new requirements for the classification and
measurement of financial assets. Debt instruments that
are held within a business model whose objective is to
hold assets in order to collect contractual cash flows (the
business model test) and that have contractual terms
that give rise to cash flows that are solely payments
of principal and interest on the principal amount
outstanding (the contractual cash flow characteristics
test) are generally measured at amortised cost. Debt
instruments that meet the contractual cash flow
characteristics test are measured at fair value through
other comprehensive income if the objective of the
entity’s business model is both to hold and collect
the contractual cash flows and to sell the financial
assets. Entities may make an irrevocable election at
initial recognition to measure equity instruments that
are not held for trading at fair value through other
comprehensive income. All other debt and equity
instruments are measured at fair value through profit
or loss.

HKFRS 9 includes a new expected loss impairment
model for all financial assets not measured at fair
value through profit or loss replacing the incurred loss
model in HKAS 39 and new general hedge accounting
requirements to allow entities to better reflect their risk
management activities in financial statements.
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

3.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

3.2

New or amended HKFRSs which are issued
but not yet effective (Continued)

HKFRS 9 - Financial Instruments (Continued)

HKFRS 9 carries forward the recognition, classification
and measurement requirements for financial liabilities
from HKAS 39, except for financial liabilities designated
at fair value through profit or loss, where the amount
of change in fair value attributable to change in credit
risk of the liability is recognised in other comprehensive
income unless that would create or enlarge an
accounting mismatch. In addition, HKFRS 9 retains the
requirements in HKAS 39 for derecognition of financial
assets and financial liabilities.

The directors of the Company anticipate that the
application of the expected credit loss model of HKFRS
9 might result in earlier provision of credit losses in
relation to the Group’s trade receivables measured at
amortised costs. However, management expects the
effect would not be significant.

Amendments to HKFRS 9 — Prepayment Features
with Negative Compensation

This amendment is effective for accounting periods
beginning on or after 1 January 2019. The amendments
clarify that prepayable financial assets with negative
compensation can be measured at amortised cost or
at fair value through other comprehensive income if
specified conditions are met — instead of at fair value
through profit or loss.
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Notes to the Financial Statements

3. ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

3.2

New or amended HKFRSs which are issued
but not yet effective (Continued)

HKFRS 15 - Revenue from Contracts with
Customers

This standard is effective for accounting periods
beginning on or after 1 January 2018. The new
standard establishes a single revenue recognition
framework. The core principle of the framework is
that an entity should recognise revenue to depict the
transfer of promised goods or services to customers
in an amount that reflects the consideration to which
the entity expects to be entitled in exchange for those
goods and services. HKFRS 15 supersedes existing
revenue recognition guidance including HKAS 18
Revenue, HKAS 11 Construction Contracts and related
interpretations.

HKFRS 15 requires the application of a 5-step approach
to revenue recognition:

Step 1: Identify the contract(s) with a customer

Step 2:  Identify the performance obligations in the
contract

Step 3:  Determine the transaction price

Step 4.  Allocate the transaction price to each
performance obligation

Step 5:  Recognise revenue when each performance

obligation is satisfied
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

3.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

3.2

New or amended HKFRSs which are issued
but not yet effective (Continued)

HKFRS 15 - Revenue from Contracts with
Customers (Continued)

HKFRS 15 includes specific guidance on particular
revenue related topics that may change the current
approach taken under HKFRS. The standard also
significantly enhances the qualitative and quantitative
disclosures related to revenue.

The directors of the Company anticipate that the
application of HKFRS 15 in the future may result in
more disclosures, however, they do not anticipate that
the application of HKFRS 15 will have a material impact
on the timing and amounts of revenue recognised in
the respective reporting periods.

Amendments to HKFRS 15 - Revenue from
Contracts with Customers (Clarifications to HKFRS
15)

This amendment is effective for accounting periods
beginning on or after 1 January 2018. The amendments
to HKFRS 15 included clarifications on identification of
performance obligations; application of principal versus
agent; licenses of intellectual property; and transition
requirements.
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Notes to the Financial Statements

3. ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

3.2

New or amended HKFRSs which are issued
but not yet effective (Continued)

HKFRS 16 — Leases

This standard is effective for accounting periods
beginning on or after 1 January 2019. HKFRS 16,
which upon the effective date will supersede HKAS
17 "Leases” and related interpretations, introduces a
single lessee accounting model and requires a lessee
to recognise assets and liabilities for all leases with
a term of more 12 months, unless the underlying
asset is of low value. Specifically, under HKFRS 16,
a lessee is required to recognise a right-of-use asset
representing its right to use the underlying leased asset
and a lease liability representing its obligation to make
lease payments. Accordingly, a lessee should recognise
depreciation of the right-of use asset and interest on
the lease liability, and also classifies cash repayments of
the lease liability into a principal portion and an interest
portion and presents them in the statement of cash
flows. Also, the right-of-use asset and the lease liability
are initially measured on a present value basis. The
measurement includes non-cancellable lease payments
and also includes payments to be made in optional
periods if the lessee is reasonably certain to exercise
an option to extend the lease, or to exercise an option
to terminate the lease. This accounting treatment is
significantly different from the lessee accounting for
leases that are classified as operating leases under the
predecessor standard, HKAS 17.

In respect of the lessor accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17. Accordingly, a lessor
continues to classify its leases as operating leases or
finance leases, and to account for those two types of
leases differently.
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

3.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

3.2

New or amended HKFRSs which are issued
but not yet effective (Continued)

Amendments to HKAS 40, Investment Property —
Transfers of Investment Property

This amendment is effective for accounting periods
beginning on or after 1 January 2018. The amendments
clarify that to transfer to or from investment properties
there must be a change in use and provides guidance
on making this determination. The clarification states
that a change of use will occur when a property meets,
or ceases to meet, the definition of investment property
and there is supporting evidence that a change has
occurred.

The amendments also re-characterise the list of
evidence in the standard as a non-exhaustive list,
thereby allowing for other forms of evidence to support
a transfer.

HK(IFRIC)-Int 22 - Foreign Currency Transactions
and Advance Consideration

This Interpretation is effective for accounting
periods beginning on or after 1 January 2018. The
Interpretation provides guidance on determining the
date of the transaction for determining an exchange
rate to use for transactions that involve advance
consideration paid or received in a foreign currency
and the recognition of a non-monetary asset or non-
monetary liability. The Interpretations specifies that the
date of the transaction for the purpose of determining
the exchange rate to use on initial recognition of the
related asset, expense or income (or part thereof) is the
date on which the entity initially recognises the non-
monetary asset or non-monetary liability arising from
the payment or receipt of advance consideration.
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Notes to the Financial Statements

3. ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

3.2

New or amended HKFRSs which are issued
but not yet effective (Continued)

HK(IFRIC)-Int 23 — Uncertainty over Income Tax
Treatments

This Interpretation is effective for accounting
periods beginning on or after 1 January 2019. The
Interpretation supports the requirements of HKAS
12, Income Taxes, by providing guidance over how
to reflect the effects of uncertainty in accounting for
income taxes.

Under the Interpretation, the entity shall determine
whether to consider each uncertain tax treatment
separately or together based on which approach
better predicts the resolution of the uncertainty. The
entity shall also assume the tax authority will examine
amounts that it has a right to examine and have full
knowledge of all related information when making
those examinations. If the entity determines it is
probable that the tax authority will accept an uncertain
tax treatment, then the entity should measure current
and deferred tax in line with its tax filings. If the entity
determines it is not probable, then the uncertainty
in the determination of tax is reflected using either
the “most likely amount” or the “expected value”
approach, whichever better predicts the resolution of
the uncertainty.
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

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

The preparation of the consolidated financial statements
requires management to make judgement, estimates and
assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual
results. The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below:

(i) Estimated impairment of receivables

Impairment of receivables of the Group is based on,
where appropriate, the evaluation of collectability
and ageing analysis of the receivables and on the
management’s judgement. A considerable amount
of judgement is required in assessing the ultimate
realisation of these outstandings, including the current
creditworthiness and the past collection history of each
debtor. If the financial conditions of debtors of the
Group were to deteriorate, resulting in an impairment
of their ability to make payments, additional provision
for impairment may be required.
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Notes to the Financial Statements

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(i)

(iii)

(iv)

Depreciation

The Group depreciates property, plant and equipment
and investment properties using straight-line method
over the estimated useful lives, starting from the date
on which the assets are put into use. The estimated
useful lives reflect the directors’ best estimate of
the periods that the Group intends to derive future
economic benefits from the use of the Group’s
property, plant and equipment and investment
properties.

Current taxation and deferred taxation

The Group is subject to income taxes in different
jurisdictions. Significant judgement is required in
determining the amount of the provision of taxation
and the timing of the related tax. There are many
transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary
course of business. Where the final outcome of the tax
matters is different from the amounts that were initially
recorded, such differences will impact the income tax
and deferred tax provisions in the period in which such
determination is made.

Estimated impairment of goodwill and other
intangible assets

The Group tests annually whether goodwill and other
intangible assets have suffered any impairment in
accordance with the accounting policy stated in Note
2.8 and 2.9 respectively. The recoverable amounts of
CGUs have been determined based on value-in-use
calculations, which require the Group to estimate the
future cash flows expected to arise from the CGU and
a suitable discount rate in order to calculate the present
value.
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For the year ended 31 December 2017
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5. TURNOVER 5. &X%
Turnover represents the revenue from the Group’s principal EEERRREANEEEZEB 2 Wl
activities as analysed below: DITET -
2017 2016
—E—tF —ERE
HK$'000 HK$'000
FEx FHT
Advertising income BEEHA 97,810 95,829
Rental income HEBA 724 698
98,534 96,527
6. SEGMENT INFORMATION 6. ZOHEHR
The executive directors have identified the Group’s two service WMANMITE2.22F7it - TTESRE S AL
lines as operating segments as described in Note 2.22. These lfﬁlﬁﬂﬁi‘%?ﬂﬁ%@ DEB - WELED
operating segments are monitored and strategic decisions are B TRBE AR Y I S E XA M BRI IR
made on the basis of adjusted segment operating results. UL BRI SR u/?%)? o
Advertising Property investment Consolidated
& NERE &8
2017 2016 2017 2016 2017 2016

ZE—+F | ZTRF | ZE—tF | ZEF | ZB-+F | ZTF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR AT TR THT TR THT

Revenue Wezs
— External sales - HOMEE 97,810 95,829 724 698 98,534 96,527
Reportable segment (loss)/profit 7] £ 7 26 (&518) /&7 (50,049) 6,531 (170) 49 (50,219) 6,580
Amortisation of other HtvEmR A

intangible assets 90,436 41,037 - - 90,436 41,037
Depreciation e 26 122 343 343 369 465
Impairment of trade receivables & 5 JEU B RIE 4,556 4 162 = 4,718 4
Gain on disposal of property,  HEYIF - RiE k&t

plant and equipment e (45) - - = (45) =
Reportable segment assets W 2HHBEE 201,590 | 206,529 27,656 28470 | 229,246 | 234,999

Additions to non-current  ERFBEERE
segment assets during PHEE
the year 99,192 | 112,480 - . 99,192 | 112,480
Reportable segment liabilities 7 23R 2 & & 117,189 123,337 212 253 117,401 123,590
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

SEGMENT INFORMATION (Continued) 6. DEER (&)
2017 2016
—E—+F T —REF
HK$'000 HK$’'000
FET FH&TT
Total reportable segments’ (loss)/profit  A] 235 55 (E518) Vi K| 4858 (50,219) 6,580
Equity-settled share-based payment LA 45 2 B sk 2
expenses - (4,687)
Unallocated corporate income ROBEBFEKA 2,976 179
Unallocated corporate expenses * RO EEER * (32,181) (17,683)
Finance costs B75E A (2,101) (602)
Loss before income tax MrPTIS R AT E 1R (81,525) (16,213)
Total reportable segments’ assets A 2H/H I EERTE 229,246 234,999
Available-for-sale financial assets A HEMSEE 17,369 44,979
Non-current assets classified as held M ARBERENIERBEE
for sales 28,588 -
Loan receivables JEWE X 4,000 =
Deposit for acquisition of property, WEEYIS - BEREE2FE
plant and equipment 3,988 =
Cash and cash equivalents BeMReEEER 16,812 73,640
Other corporate assets HEMrxEE 24,811 9,953
Group's assets SEEE 324,814 363,571
Total reportable segment’s liabilities 2o atEasE 117,401 123,590
Amount due to a shareholder JES — R ERFIA - 13,950
Bank borrowings RITEE 5,896 =
Deferred tax liabilities FRIEFIAE E - 7,869
Loans from a shareholder — AR E I ER 40,312 =
Other corporate liabilities EMb¥aE 11,922 456
Group’s liabilities SEaE 175,531 145,865
* Unallocated corporate expenses mainly included staff costs ROMEXBERFERFEARRIFMEE

and legal and professional expenses incurred by the Company.

ZETIRANERRBXER -
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

6. SEGMENT INFORMATION (Continued) 6.

The Group’s revenues from external customers and its non-
current assets other than financial instruments are divided into
the following geographical areas.

DEER (&)

AEEKRBEINAER 2 Wt A REIERE
BE(TBEMBEIA)RED AU THE -

Revenue from

external customers

Non-current assets

REIREFE 2 Wi FEREBEE
2017 2016 2017 2016
“E—tF | ZT—FRF | ZB—tF | ZT—RF
HK$'000 HK$'000 HK$'000 HK$'000
FBx FHT FHBT FHIT
PRC H 36,652 28,342 157,913 7,133
Hong Kong (domicile) B (E8BFEH) 61,882 68,185 57,148 231,351
98,534 96,527 215,061 238,484

Sales by geographical markets are analysed based on the
location of customers and the geographical location of non-
current assets is based on the physical location of the assets.

Revenue from a major customer with whom transaction has

iR miEE D 2 HENIRBEFPMEL
Mo - MIERBEE 2 IR B AEAR

BEECERMAEMMERTE

HRX GHEAAEERE10% ZEERFH

exceeded 10% of the Group’s revenue is as follows: WEsIT
2017 2016
—E—tF T —RF
HK$°000 HK$'000
FET FET
Advertising — Customer A EE - BFH 26,932 23,730
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Bt 5 R AR B A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

OTHER INCOME 7. HtlA
2017 2016
—E—tF =FARF
HK$'000 HK$’000
FER FHT
Interest income FLEHA 224 3
Imputed interest income on — BRI 2 IERETEFE
non-current interest-free loan R A FEMA
from a shareholder 1,259 -
Dividend income from listed equity LETRAES 2 REMA
securities - 174
Gain on disposals of property, HEME - BE K&z W
plant and equipment 411 -
Gain on disposals of prepaid land LERERMN T e o s
lease payments 724 -
Bad debts recovered B [el 2 AR 7 52
Exchange gain R G 3,568 =
Sundry income FEEA 143 151
6,336 380
FINANCE COSTS 8. MHKEH
2017 2016
—ET—tF ZE—REF
HK$'000 HK$'000
FTERT FHIT
Interest charges on bank borrowings ~EFBEEREERZ
with repayment on demand clause ERERITEE (AR
(wholly repayable within twenty T ERBHEER) 2N EX T
years) 112 -
Imputed interest expenses arising from JE[HEFFEEEL 2
license right fees payables (Note 26) &= #1855 (HiFE26) 2,101 602
2,213 602
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

LOSS BEFORE INCOME TAX 9. PBRFIEHAIGE
2017 2016
—E—tF —E—RF
HK$'000 HK$'000
FER FHT
Loss before income tax is arrived BRETSBIRTESIEE R
at after charging/(crediting): (BT A) TFI&FIA -
Amortisation of prepaid land TS T HhAH S

lease payments 101 136
Amortisation of other intangible H A A & R S >

assets* 90,436 41,037
Auditor’s remuneration IZE R & 600 580
Depreciation of property, plant and M - BEMERETE

equipment* 591 818
Depreciation of investment properties & &% 2 & 880 880
Employee benefit expense EEBNAZ (BREESH:)

(including directors emoluments) (FF#E11)

(Note 11) 33,719 26,943
Impairment of trade receivables* B S EWGRIBERE ¢ 4,718 4
Minimum lease payments paid under ~ BR F5ITE B 2 & & AIFT{

operating leases in respect of: HEES
— Rented premises and production - HEMZEREERE

facilities 5,870 4,304
— Internet access line - GRS 48 155
— Office equipment - MAEHRAM 91 89
Direct operating expenses arising from EARSRAZIZREME L

investment properties that HELERY

generated rental income 184 101
Loss on disposal of a subsidiary* HE—FRB AR EE 1,331 -
@ Included in administrative and other operating expenses FFATHREMEEER
# Included in other expenses ST AR E A

During the year, auditor's remuneration for other services
amounted to HK$150,000 (2016: HK$150,000).
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Notes to the Financial Statements

10. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’'S EMOLUMENTS

(a)

Bt 5 R AR B A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

10. EEMERSREEEMNE

Directors’ emoluments () ES#HS
The aggregate amounts of the emoluments paid or ENSENES 2 HSBBAT
payable to the Directors are as follows:
Salaries, Retirement
allowances and benefit
discretionary  Share-based scheme
Fee bonuses payment  contributions Total
e B URGXA BRER
we  REBRA ZHE B ait
(Note)
()
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
ThR TEL ThRL TEn TERL
2017 ZB-tfF
Executive directors BITES
Mr. Liu Gary Wei ey 360 - - - 360
Mr. Tsang Hing Bun SEELL 662 - - - 662
Non-executive directors FHTES
Mr. Chen Jiarong REFEE
(appointed on 10 January 2017) (R=Z—tF-A1H
EZfT) 390 - - - 390
Mr. Yiu Yu Cheung hFMEE 650 650 - - 1,300
Mr. Leung Siu Kee RRERE
(Resigned on 26 January 2018) (R=Z—\F—RA=1/H
#) 240 - - - 240
Independent non-executive BukHTES
directors
Mr. William Keith Jacobsen ERHEE 120 - - - 120
Mr. Chan Chiu Hung, Alex BRI 120 - - - 120
Mr. Chan Siu Lun RERELE 120 - - - 120
2,662 650 - - 3312
KK U2 B R A 7
T tFFR
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

10. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’S EMOLUMENTS (Continued)

(a)

10. EEMERSREEEMES &)

Directors’ emoluments (Continued) () E=M<e(E)
Salaries, Retirement
allowances and benefit
discretionary Share-based scheme
Fee bonuses payment  contributions Total
e 28 PR A RINGEA
ik REERA LB ATl At
(Note)
()
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THL THT THT TAL
2016 ZE-AF
Executive directors HITES
Mr. Liu Gary Wei ey 390 - - - 390
Mr. Tsang Hing Bun FELA 670 - 2,343 = 3,013
Ms. Chan Pak Yi AEl e
(resigned on 2 June 2016) (R=B—"E~AZH
#) 101 - - - 101
Non-executive directors FHTES
Mr. Yiu Yu Cheung A 650 150 2,344 = 3,144
Mr. Leung Siu Kee (redesignated PRERE(RZZ—RF
from independent non-executive T R-BRBUERTES
director to non-executive director AT AIHITES)
on 1 December 2016.) 20 - - - 20
Independent non-executive BUFHTES
directors
Mr. William Keith Jacobsen EREAA 120 - - - 120
Mr. Chan Chiu Hung, Alex el E
(appointed on 31 March 2016) (R=ZE—r"EF=A=1-H
EZfT) 90 = - 2 90
Mr. Chan Siu Lun REmEE
(appointed on 1 December 2016) (R=F—F+-R—-H
EZ4E) 10 - - - 10
Mr. Leung Siu Kee (redesignated PRERE(RZE—F
from independent non-executive TZA-AEBUENIES
director to non-executive director T AFHITES)
on 1 December 2016) 110 - - - 110
Mr. Au Yeung Chi Hang, Jimmy BEEELE
(resigned on 31 March 2016) (R=Z—E=A=1-~H
BHE) 30 - - - 30
2,191 150 4,687 - 7,028

Fees and other emoluments paid to or for the executive

directors are generally emoluments in respect of

those persons’ other services in connection with the

management of the affairs of the Company and its

subsidiaries.

KK Culture Holdings Limited
Annual Report 2017

APTEEXNZERREMHNES
RRZEALHRETERRA RE
MERAREBEBIEMRE 2 —

AREN <



Notes to the Financial Statements

10. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT'S EMOLUMENTS (Continued)

(a)

(b)

Directors’ emoluments (Continued)

Note:

The amounts represent the estimated value of share options
granted to the directors under the Company’s share option
scheme. The value of these share options is measured
according to the accounting policies for share-based payments
as set out in Note 2.19(ii) to the financial statements. Further
details of the options granted are set out in Note 30 to the
financial statements.

During each of the two years ended 31 December 2017 and
2016, none of the Directors waived or agreed to waive any
remuneration and there were no emoluments paid by the
Group to the Directors as an inducement to join, or upon
joining the Group, or as compensation for loss of office.

Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year included one (2016:
two) directors whose emoluments are reflected in the
analysis presented above. Emoluments payable to the
remaining four (2016: three) individuals during the year
are as follows:

Bt 5 R AR B A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

10. EEMERSREEEMES &)

(a)

(b)

EEME (E)
Pif5E -

ZECBEERBAARBRESZET
EEERENGEEB - ZZERE
Z B A TH AR AR B 75 3R 5% PR R 2.19() R
HAEMURG I 2 RIBZ @5 BURE
2o MK ERE 2 —PFEH
BTSRRI FE 30

REBE_T—+tFR=ZT—X F+=A
E+—BUERMEFESTE  TEEFK
ERRBRETLAME - MAEE L
BZEIAMETFES  EARSIBZFNA
AN 52 B s A A0 AR A5 B B 2 SR S sk 1B
BEERRE -

RfUREHMAL

AEBRFREZEUKSHMA
TER-—BREE(ZE—XRF: M
i)  WEZMEEN EXZ2INZD
reh RBR o REE RN EARIA (=
T—F ) &RFMALZF
BT

2017 2016
—E—+tF —E—RF
HK$'000 HK$'000
FHExT FHET
Salaries, allowances e R R

and other benefits EMfEH 5,087 2,346
Discretionary bonuses BIBETEAT 670 404

Retirement benefit scheme RIKEFIFT B
contributions 18 36
5,775 2,786

KK ALIZERERA 7
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For the year ended 31 December 2017
BE—F—+F1-A=1T—HILFE

10. DIRECTORS’ REMUNERATION AND SENIOR 10. EEMERESRETEREMES &)
MANAGEMENT’S EMOLUMENTS (Continued)

(b) Five highest paid individuals (Continued) (b) HUESFMALGE)

The emoluments fell within the following bands: e FTHIEE :

Number of individuals

A
2017 2016
—E—+tF —E—REF
Emolument bands & &5

HK$500,001 — HK$1,000,000 500,001 7T 1,000,000 7T 2 2

HK$1,000,001 — HK$1,500,000 1,000,001 &7CZ 1,500,000/8 7T -
HK$1,500,001 — HK$2,000,000 1,500,001 & 7T 2 2,000,000 37T 1 -
HK$2,000,001 — HK$2,500,000 2,000,001 &2 2,500,000 % 7T 1 -
4 3
During each of the two years ended 31 December REBEEZZT—tFRZFT—<F
2017 and 2016, no emoluments were paid by the TZA=+—BUEREFESE -
Group to any of the five highest paid individuals as an AEEWESZNNE TR &S5
inducement to join or upon joining the Group or as AL ERTREIREMAREE K
compensation for loss of office. RIMAZE BB 2 R X k1 A Bk

BiB(E -
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12.

Notes to the Financial Statements

EMPLOYEE BENEFIT EXPENSE (INCLUDING

DIRECTORS' EMOLUMENTS)

Bt 5 R AR B A

For the year ended 31 December 2017

BE—FT—+F+-A=4—HIFEF

1. EEEINAX (BEEEHE)

2017 2016

—E—+tF —E—RF

HK$’'000 HK$'000

FHER FHET

Directors’ fees EE@E 2,662 2,191

Equity settled shares-base payments ~ ARRAAEHE 2 IR 151 5K - 4,687

Wages, salaries and other benefits TE& - #HekEMERN 29,928 19,246
Retirement benefit scheme RNBHET B

contributions 1,129 819

33,719 26,943

INCOME TAX CREDIT

Hong Kong profits tax has been provided at the rate of
16.5% (2016: 16.5%) on the estimated assessable profits
for the year. Taxation on overseas profits has been calculated

on the estimated assessable profits for the year at the rates

of taxation prevailing in the countries in which the Group

12. FrfEBIER

BB BE T E NG ERER SR
#16.5% ( —ZF—73%F : 16.5%) BH - )8

SNIRBT R A RE L

EBMEBERZ

BB ERFA 2 EHERBEANE

operate.
2017 2016
S e
HK$'000 HK$’000
FHT F&TT
Hong Kong profits tax BEBNER
Current year REEF 1,818 1,419
Over provision in prior years BT FE R - (28)
1,818 1,391
Deferred tax (Note 28) FEIERETE (MisE 28)
Current year REEF (7,869) (3,369)
(6,051) (1,978)
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For the year ended 31 December 2017

EEr—

12.

13.

F—+FF_A=F+—HIFE

INCOME TAX CREDIT (Continued) 12. FiiSBiER @)
Reconciliation between income tax expense and accounting st HERERTNEFE 25 R F
profit at applicable tax rates is as follows: HRWT :
2017 2016
—E—tF —E—RF
HK$'000 HK$’000
FEx FHT
Loss before income tax BRErERATE B (81,525) (16,213)
Notional tax calculated at the rates HEME  BERRTAEER 2
applicable to the losses in the tax ERERTETE
jurisdictions concerned (13,523) (2,700)
Tax effect of non-taxable revenue BERBIMA 2 B2 (535) 31
Tax effect of non-deductible expenses A HFE R 2 2 T A s 22 9,309 4,073
Tax effect of tax losses not recognised  RIERTIEE 18 2 i iG55 2 17 3
Utilisation of previously unrecognised — B8 Z Bl A HER Z B 15 & 18
tax losses (1,319) (3,295)
Over provision in prior years B FERERE - (28)
Income tax credit FrEBIE R (6,051) (1,978)
DIVIDENDS 13. KE
The directors do not recommend the payment of a dividend EETEERNEBEZE-_ZE—t+tFR-Z

for the years ended 31 December 2017 and 2016.
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14.

LOSS PER SHARE

Notes to the Financial Statements

14.

The calculations of basic and diluted loss per share are based

on the following data:

Bt 5 R AR B A

For the year ended 31 December 2017
BE—F—+F1 -A=+—HIFFEF

ZREE
SRR R E AR T ARSUA T B it 3

2017 2016
— AN
HK$'000 HK$'000
FER FHT
Loss for the year attributable to ARDEIRERE R REML Z
equity shareholders of EEEBE
the Company (57,834) (12,115)

Number of shares

igng -]
2017 2016
—E—+tF —ZE—RF
‘000 ‘000
TR T
Weighted average number of ARGTEEREREEZ
ordinary shares for the purpose TR nsE 19 2
of basic loss per share 370,246 341,149
Effect of dilutive potential ordinary EF§$“’TT§$ZE§%%E’J
shares in respect of share options BEEEERR B
issued by the Company - =
Weighted average number of AR EERESEEE 2
ordinary shares for the purpose TR NIE T B
of diluted loss per share 370,246 341,149
In 2017 and 2016, diluted loss per share attributable to R-F—tER-F—NF BARTER
owners of the Company are the same as basic loss per share REARBETYE RAEAEAERLZE

as the impact of the exercise of share options was anti-dilutive.

BEEE R RSRERERMER -
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For the year ended 31 December 2017
BE—F—+F1-A=1T—HILFE

15.

PROPERTY, PLANT AND EQUIPMENT 15. ¥% - BEKRE
Computer
Leasehold  Furniture Office  Leasehold  equipment Motor
building and fixtures equipment improvements and system vehicles Total
%R
HERT HAREE BLZRGE  AEEE EY RE CH
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
AT AT FAT FAT TATL TAT TAT
At 1 January 2016 RZZ—E—A—H
Cost AR 3,107 1428 1,241 1,207 23,941 1972 32,896
Accumulated depreciation RithE (442) (1,205) (1,177) (12000 (23,675 (449) (28,148
Net book amount REFE 2,665 223 64 7 266 1,523 4,748
Year ended 31 December 2016 HE-F—~45
TZA=T-ALERE
Opening net book amount R E 2,665 223 64 7 266 1,523 4,748
Exchange differences ERES (199) - - - - = (199)
Additions AE - - 3 - - - 3
Depreciation ik (69) (75) 27) 3) (196) (448) (818)
Closing net book amount BREEFE 2,397 148 40 4 70 1,075 3,734
At 31 December 2016 RZE—rF
==
Cost kA 2,899 1428 1,244 1,207 23,941 1972 32,691
Accumulated depreciation 25thE (502) (1,280) (1,04) (1203 (23871) (897)  (28,957)
Net book amount REFE 2,397 143 40 4 70 1,075 3,734
Year ended 31 December 2017 HZE=F—+4
T-A=t-HLEE
Opening net book amount MRS E 2,397 148 40 4 70 1,075 3,734
Exchange differences BEHEE - - - - - - -
Additions AE - 18 1 = 108 580 717
Disposals it (2,346) - - - = = (2,346)
Depreciation ik (51) (66) (18) @ (76) (376) (591)
Closing net book amount BREETE - 100 33 - 102 1,279 1,514
At 31 December 2017 RZZ—+&
+-A=t-H
Cost R - 1,446 1,255 1,207 23,057 1,966 28,931
Accumulated depreciation ZithE - (1,346) (1,222) (1207) (22,955 687 (27.417)
Net book amount FmFE - 100 33 - 102 1,279 1514
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Notes to the Financial Statements
B 7% R 3% Bff &F

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

PREPAID LAND LEASE PAYMENTS 16. FEfftiAE

2017 2016
—E—tF —E—RF
HK$'000 HK$’'000
FET FH&TT
At 1 January m—H—H
Cost PR 5,749 6,161
Accumulated amortisation ESE £ (997) (875)
Net book amount AR RE 4,752 5,286
Opening net book amount HAYBR DA 4,752 5,286
Exchange differences [E 5, =58 - (398)
Amortisation B (101) (136)
Disposals HE (4,651) =
Closing net book amount HRERTEHE - 4,752
At 31 December = HE ]
Cost RSN - 5,749
Accumulated amortisation RETEEE - (997)
Net book amount BRMENRE - 4,752
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For the year ended 31 December 2017
BE—F—+F1-A=1T—HILFE

17. INVESTMENT PROPERTIES 17. REW=E
2017 2016
—E—tF —ERE
HK$'000 HK$'000
FExT FBT
At 1 January m—H—H
Cost PR 30,000 30,000
Accumulated depreciation 25T E (2,054) (1,174)
Net book amount BREEE 27,946 28,826
Opening net book amount HAWIEREDFE 27,946 28,826
Depreciation E (880) (880)
Closing net book amount HAR BRI RE 27,066 27,946
At 31 December Bn+=—A=+—H
Cost [B#:N 30,000 30,000
Accumulated depreciation S i (2,934) (2,054)
Net book amount BRMERE 27,066 27,946
All investment properties as at 31 December 2017 were RZE—tFF+_A=+—HZERE
pledged to secure bank borrowings granted to the Group MELREREERRRITEE CEMR (=
(2016: Nil) (Note 25). T—RF ) (ffFEE 25) ©
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Notes to the Financial Statements

INVESTMENT PROPERTIES (Continued)

As at 31 December 2017, fair value of investment properties
was approximately HK$32,000,000 (2016: HK$28,700,000)
which is a level 3 recurring fair value measurement and
was based on the valuation performed by an independent
professional valuer. The fair value of the Group’s investment
properties were estimated using comparison approach
assuming sale in its existing state with the benefit of vacant
possession by making reference to comparable sales evidence
as available in the relevant market. Appropriate adjustments
have been made to account for the differences between the
properties and the comparables in terms of other relevant
factors. The fair value measurement is based on the above
properties’ highest and best use, which does not differ
from their actual use. There were changes to the valuation
techniques for investment properties which are subject
to tenancy during the year from investment approach to
comparison approach because the directors consider that
the change gives a fairer evaluation on the fair value of the
Group's investment properties. No changes to the valuation
techniques for investment properties which are not subject to
tenancy but held for appreciation during the year.

17.

Bt %5 #R AR Y A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

REYE#)
N_E—+E+-_A=+—H REWE
KA FEEX 432,000,000 8L (ZF—7~
£ :28,700,000%7T) * WWEBREIELE
MAFEEFE YERERBIEEMY
BRVETZEE AR ZIRENERT
BEFRLBEIEGET - AERREME
FEARARGTHE  WREF@EMBIE
WA LL B B RE - BEHEE ARG
REBYERA LRy ET EMARREE
FHHNEZR - AFEBEFESER LY
ENGmaRkaEER  BEEERETE
TR - FAHFTHERNZREME ZHE
BB REERBLE L BAEERA
ERARAEEREMFESENT 2
HE - YR AR MR M AR ENEE
ZIREWME - ERMI R -

NSNS
T LErR



Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—F—+F1-A=1T—HILFE

18. GOODWILL 18. BHE
2017 2016
—ZT—tfF —E—RF
HK$'000 HK$’000
FER FHT
At 1 January R—HA—H

Gross carrying amount HRERE (A 17,330 14,119
Accumulated impairment Z250RE (14,119) (14,119)
Net carrying amount BREVHE 3,211 =

Year ended 31 December BE+-A=+—HLFE
Opening net carrying amount HRY AR E A 3,211 =

Acquired through business combination i% B 374 G U (FizE35)

(Note 35) - 3,211
Closing net carrying amount HRERED A 3,211 3,211
At 31 December B+=—A=+—H
Gross carrying amount HRERE (A 17,330 17,330
Accumulated impairment Z2E0RE (14,119) (14,119)
Net carrying amount AREVHE 3,211 3,211
As at 31 December 2017 and 2016, goodwill is allocated to RZE—tFRZZFE-—ARF+ZA=+—
CGU of advertising segment operated by Fullmoon Global * 25 B2 2 i Fullmoon Global Limited
Limited. KRz BEDEIREEESBN
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18.

Notes to the Financial Statements

GOODWILL (continued)

For the purposes of impairment testing, goodwill is all
allocated to the CGU of advertising segment at the end of the
reporting period.

The recoverable amount for this CGU is determined based
on value-in-use calculations. These calculations use cash
flow projections based on financial budgets approved by
management covering a five-year period. The cash flows are
discounted using a discount rate of 20.99% (2016: 26.54%).
The discount rates used are pre-tax and reflects specific risks
relating to the relevant CGU.

The key assumptions for the value in use calculations are
those regarding the discount rate, growth rate and budgeted
gross margin, which had been determined based on the
market comparables and budgeted revenue, which had been
determined based on the management’s expectation for the
market development and the production capacity of the CGU.

Apart from the considerations described above in determining
the recoverable amount of the CGU, the Group’s management
is not currently aware of any other probable changes that
would necessitate changes in their key assumptions. However,
the estimate of recoverable amount of the Group’s CGU is
particularly sensitive to the discount rate applied.
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—F—+F1-A=1T—HILFE

19. OTHER INTANGIBLE ASSETS 19.

Htt B EE

Advertising agency

license rights

EEREFIE
2017 2016
—E—+t5F —E—REF
HK$'000 HK$'000
FEx FAT
At 1 January ®—HA—H
Gross carrying amount EREE 194,899 -
Accumulated amortisation G fi (41,037) =
Net carrying amount BREFE 153,862 =
Year ended 31 December BE+-A=+—HLEFE
Opening net carrying amount HAYER DA 153,862 =
Acquired through business BBERE GRS (T a)
combination (Note a) - 88,638
Additions (Note b) WNE (HIFE b) 94,487 106,261
Amortisation B (90,436) (41,037)
Closing net carrying amount HRAREFE 157,913 153,862
At 31 December R+=BA=t+—H
Gross carrying amount HBREE 289,386 194,899
Accumulated amortisation RETHH (131,473) (41,037)
Net carrying amount BREDFE 157,913 153,862

KK Culture Holdings Limited
Annual Report 2017



Notes to the Financial Statements

19. OTHER INTANGIBLE ASSETS (Continued)

Note:

(a)

This represented an advertising agency license right obtained
by the Group through the acquisition of Hong Kong Made
(Media) Limited (“Hong Kong Made”) in 31 December 2016.
Hong Kong Made, a company incorporated in Hong Kong, is
the exclusive advertising agent of NS S EESEIRA A
(“Shengyu”), a company established in the PRC in providing
advertising agency services and related production services in
respect of 20 trains of Guangzhou-Shenzhen Railway-China
Railway High Speed (“China Railway High Speed”) under the
exclusive advertising agency agreement entered into between
Hong Kong Made and Shengyu on 24 June 2014. According
to the agreement, Hong Kong Made can place advertisements
for its customers at display boards, LED displays at both ends
of the compartments and outside the train, both sides of the
train doors, tray tables and head rests.

On 1 August 2017, Star Prestige Investments Limited (“Star
Prestige”), a subsidiary of the Group incorporated in Hong
Kong, entered into a Wi-Fi advertising media lease agreement
(the “Wi-Fi agreement”) with Shengyu for obtaining the
exclusive advertisement rights in the wireless networking
system at train stations operated by Guangzhou Railway
Group. The Wi-Fi agreement will be expired on 30 November
2020.

In April 2016, Hong Kong Made entered into an additional
exclusive advertising agency agreement with Shengyu for
compartments of further 2 trains of China Railway High
Speed. This agreement required the Group to pay to Shengyu
an amount of Renminbi (“RMB") 2,200,000 (equivalent to
approximately HK$2,640,000) and has already been expired in
2017.

In April 2016, Hong Kong Made entered into an exclusive
advertising agency agreement with Shengyu to renew the
exclusive advertising agency license rights (the “renewal
agreement”) for compartments of 22 trains of China Railway
High Speed for further 3 years. The renewal agreement
required the Group to pay to Shengyu an amount of
RMB72,600,000 (equivalent to approximately HK$82,233,000)
and will be expired on 30 June 2020.

In April 2016, Ample Success Limited (“ASL"), a subsidiary
of the Group incorporated in Hong Kong, entered into a
new exclusive advertising agency agreement with Shengyu
for the body of 22 trains of China Railway High Speed.
The agreement required the Group to pay to Shengyu an
amount of RMB19,800,000 (equivalent to approximately
HK$21,387,000) and will be expired on 30 March 2019.

19.
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For the year ended 31 December 2017
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AR Y BB R T 5 —BR
BEREWHZE ZEERAEERE
B HeEARE (T AR ]) 2,200,000
7t (H8E R #72,640,0005 7T) » I 2R
T —FRH
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

19.

20.

OTHER INTANGIBLE ASSETS (Continued) 19. HttEREEE»)
Advertising agency license rights acquired in a business REBE K2 ESRIBREFFEE R
combination are recognised at fair value at the acquisition BHBAATEERER(ME35) o RIE
date (Note 35). The fair values of other intangible assets as AE BEEE AT EEIAB A
at the date of acquisition were valued by an independent MEECXBEBERARE  WHAZ
valuer, Graval Consulting Limited, and were determined using BB R AT E R - MEE IRk
multi-period excess earnings method, whereby the asset was FIBEEMEE 2 AT RERBTE - MER
valued after deducting a fair return on all other assets that EERBER SR 85 o BESRIBRSET
are part of creating the related cash flows. Advertising agency 1 %75 PR A 50 B 4F BR R AR A AN Rk R AT 6H
license rights have finite useful lives and are carried at cost NMOBEEE (InF ) P8R - #EEE O A B B A&
less accumulated amortisation and impairment losses, if any. EREAF AR F R E -
Amortisation is calculated using straight-line method over their
expected lives.
AVAILABLE-FOR-SALE FINANCIAL ASSETS  20. At HEMKEE
2017 2016
—E—+tF —E—REF
HK$’'000 HK$'000
FHER FHIT
At 1 January Rn—H—H 44,979 -
Additions NE - 39,223
Net fair value changes taken to other ~ H 2 HEWE 2 A FEELE)F5HE
comprehensive income (Note 31) (BF7E31) 978 5,756
45,957 44,979
Less: Non-current assets classified B SRR EFENEREEE
as held for sales (28,588) -
At 31 December W+ZA=+—8H 17,369 44,979
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20.

21.

Notes to the Financial Statements

AVAILABLE-FOR-SALE FINANCIAL ASSETS
(Continued)

All available-for-sale financial assets of the Group are listed
equity securities in Hong Kong at fair value of HK$ 45,957,000
(2016: HK$ 44,979,000). The fair values have been determined
directly by reference to published price and quotations in
active market.

As at 31 December 2017 and 2016, available-for-sale financial
assets were individually assessed for impairment on the basis
of determining whether these had been a significant decline
in its fair value below cost. For the years ended 31 December
2017 and 2016, no impairment on these investments was
recognised in profit or loss in accordance with the policy set
out in Note 2.10.

As at 31 December 2017, the directors of the Company has
committed a plan to dispose of certain available-for-sale
assets held on hand to meet the Group’s current financial
obligations in the next twelve months. Accordingly, certain
available-for-sale assets with carrying amount and fair value
of HK$28,588,000 as at 31 December 2017 is presented
as current assets in the consolidated statement of financial
position as non-current assets classified as held for sales as at
31 December 2017.

LOAN RECEIVABLES

Loan receivables represented advances to WE3 HK Limited,
an independent third party (the “Borrower”). On 22 June
2017, the Group and the Borrower entered into the loan
agreement to which the Group agreed to make available to
the Borrower the term loan facility up to a principal amount of
HK$4,000,000. The loan was secured by personal guarantees
pursuant provided by a major shareholder of the Borrower.
This loan bears an interest of 8% per annum and is be
repayable in 24 months from the date of advance. There is no
overdue balance as at 31 December 2017.

20.
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

AHHEMKEE &)
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TEECHELETRMEZAMREER

WEET -

RZE—+tFR=E—ARF+A=1+—
A Al ES%EETERERERT
i ERDEATEEREAR THER
REAR BEZFE—LFR_FT—F
TZA=+—BLFE  RESIINHE
2102 BR - WHERBEWEN B P HER
BB o

RZE—+&+_A=+—8 ' ARAE
ECHIEREHEETF LB ZAH#
PEEE  WENMASERAR+ZE
AzBOWBEEE - Bt R=ZZT—+
F+-_A=Z+-—BHEREERAFEEA
28,588,000 w2/ T Al H EEEE RN
REVBRARTFEINARBEE - RN
—T—+F+-A=+—HE2 A A
EHFENIERBEE °

R E R

FEUE SRIB AT 5 = 75 WE3 HK Limited
(MEFADREZER - RZT—HEF X
AZ+=8  AEEBERALE XKD
#BUAEEREREBERARERSE
B=/454,000,000 8L 2 ERERBME © &
BEFRHERAETEREBRE 2 EAERE
R o ZEFIRFRSEFE  EERZ
Hi24EARNEEZ -R-_ZT—+F+_-H4
=+ — Bt EaHE o

NSNS
T LErR



Notes to the Financial Statements
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For the year ended 31 December 2017
BE—F—+F1-A=1T—HILFE

22. TRADE AND OTHER RECEIVABLES AND 22.

EZRHEMBVRIER TS

DEPOSITS

2017 2016
—E—+tF —E—RF
HK$’'000 HK$'000
FExT FHT
Trade receivables B 5N RIA 31,238 25,367

Less: Provision for impairment of B B S IEYGRIA 2 RE R
trade receivables (4,718) (4)
Trade receivables — net B S REWFIE - F5E 26,520 25,363
Other receivables and deposits HAbEUGRIA R E 26,141 16,019
52,661 41,382

Included in other receivables and deposits are prepayment
of HK$7,108,000 (2016: Nil) and advanced payment of
HK$13,199,000 (HK$12,555,000).

Movement in the provision for impairment loss on trade
receivables is as follows:

H b e WK IE & 1 < B FE TR (] 517,108,000
B (22— 1 F - ) REMI5013,199,000
77T (12,555,000787T) °

B 5 RYGRRERR 2 BEEEHMT

2017 2016

—E—tF —E—RF

HK$'000 HK$’000

FHERT FHT

Balance at the beginning of the year — F#]#&& % 4 54
Impairment loss recognised during FAEERBEEE

the year 4,718 4
Impairment loss recovered during FAE WK ERERE

the year 4) (54)

Balance at the end of the year FAEH 4,718 4

The Group recognised provision for impairment of trade
receivables based on the accounting policy stated in Note 2.10.

KK Culture Holdings Limited
Annual Report 2017

AEBREME 210 TE 2 S5 BORER
B MR AR o



22,

Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

TRADE AND OTHER RECEIVABLES AND 22.

DEPOSITS (Continued)

Ageing analysis of trade receivables, net of provision as at 31
December 2017, based on invoice date, is as follows:

\I]]]g

3 5 REARIE

REYSECCAC )

—tE+-HA=+—"BZEZRK

FRREE B RNGRBER ZRER DT

(N
2017 2016
—E—tF —E—RF
HK$'000 HK$'000
FHET T
0 — 30 days 0E 30K 7,736 18,639
— 60 days 31 260K 638 4,379
— 90 days 61 290K 272 176
91 - 120 days 91 £ 120K 8,414 905
121 - 150 days 121 £ 150K 3 749
Over 150 days 150 RA = 9,457 515
Total trade receivables 2 2 e GRIAR R 26,520 25,363

The Group allows a credit period from 7 to 120 days (2016: 7
to 120 days) to its customers.

The Directors consider that the fair values of trade receivables
are not materially different from their carrying amounts
because these amounts have short maturity periods on their
inception.

All trade receivables are subject to credit risk exposure. At
each of the reporting dates, the Group reviews receivables for
evidence of impairment on both an individual and collective
basis. During the year, the Group determined certain trade
receivables as impaired and as a result, impairment loss of
HK$4,718,000 (2016: HK$4,000) has been recognised.
The impaired trade receivables are due from customers
experiencing financial difficulties.

At 31 December 2017 and 2016, the Group did not hold any
collateral as security or other credit enhancements over the
impaired trade receivables.

AEERTEEFEFTIREI20R(ZE
—NF T RE120K) ZEEH -

E=ZRA HRNERcEAERBEANE
HERER BEZFREHRBEZAFER
HEREETREAER

FBEEZERFIELEHEERRE - RNE
WER  AEEIRER KRGS EERGE
Llﬁz RIERREZRE - TR NEBEEEE

HTEZEWRIBRRE - 5kt ERR
BE5184,718,0008 7T (ZZ—754F : 4,000
BIT) o ERERE Z B EKIET)E FHE R
BIERREE 2 & o
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Notes to the Financial Statements
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

22. TRADE AND OTHER RECEIVABLES AND 22.

DEPOSITS (Continued)

Ageing analysis of trade receivables past due but not impaired

BEERHEMEWFERTEE #)

£ 18 HA I 30 (B 2 & 5 I UK IR B0 B e

is as follows: DT :
2017 2016
—E—tF T —RF
HK$’'000 HK$'000
FEx FAET
Neither past due nor impaired I AR i B TR AR 5,090 16,540
1 — 30 days past due #HI1 =308 2,647 5,702
31 - 90 days past due BHEI31 290 H 9,165 952

Over 90 days past due but less than ~ #1EffBi8 90 HERiBBE 1F

one year 9,618 2,169
21,430 8,823
26,520 25,363

Trade receivables that were neither past due nor impaired
related to a large number of diversified customers for whom
there was no recent history of default.

Trade receivables that were past due but not impaired related
to a large number of diversified customers that had a good
track record of credit with the Group. Based on past credit
history, management believes that no impairment allowance
is necessary in respect of these balances as there has not been
a significant change in credit quality and the balances are still
considered to be fully recoverable. The Group did not hold any
collateral in respect of these balances.
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Notes to the Financial Statements

Bt 5 R AR B A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

CASH AND CASH EQUIVALENTS 23. RERRELEEHER
2017 2016
—E—tF ZT—RF
HK$'000 HK$’000
FET FHT
Bank and cash balances SRIT IR & 4E e 28,472 83,211
Cash at broker FRRNEIRAZ R ® - 162
Cash and cash equivalents RekReEEIAR 28,472 83,373
The cash balances at banks bore interest at floating rates RITREEHHREE B RITE R 81
based on daily bank deposit rates. FENAESTR o
Included in the above balance of the Group is nil (2016: REE A FESRBIEAARBIIEMFR
HK$14,000) of bank balances denominated in RMB placed R B ZRITZIRITEBRTIL(ZF —N
with the banks in the PRC. RMB is not a freely convertible % 1 14,000/87T) - ARBEIWIEA] B iR
currency. Under the PRC’s Foreign Exchange Control ZEH o MRIR T B HNE B IR R0 R ASE -
Regulations and Administration of Settlement and Sales EERNEEERRTE AEEREEFBE
and Payment of Foreign Exchange Regulations, the Group is RAEITINERT 2 RITHARBLRS
permitted to exchange RMB for foreign currencies through SN o
the banks that are authorised to conduct foreign exchange
business.
AMOUNT DUE TO NON-CONTROLLING 24. Ef—EHEDQ R ZHFER

INTERESTS OF A SUBSIDIARY/A
SHAREHOLDER

Amount due to non-controlling interests of a subsidiary/
a shareholder are unsecured, interest-free and repayable on
demand.

s —ERRFR

FER — R B R R iR s — Rk
RAREER - BH S WARRENRE
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

25. BANK BORROWING, SECURED

25. RITIEE - BEHA

2017 2016
—ZT—tfF AN S
HK$'000 HK$'000
FEx FET
Current portion BNEAES 7
— Bank loan due for repayment - EFBEERESERZ
after one year which contain BRI ERITER
a repayment on demand clause (AR —FRER) 5,896 =

The balance is classified as current liabilities as the related
bank borrowings agreement contain a clause that provides
the banks with an unconditional right to demand repayment
at any time at its own discretion. None of the portion of this
bank loan due from repayment after one year which contain a
repayment on demand clause and that is classified as a current
liability is expected to be settled within one year.

Assuming that the bank does not request the clause for
repayment on demand and based on the repayment dates as
scheduled in the loan agreement, the Group’s bank borrowing
is due for repayments, as at each of the reporting dates, as

XA BIRITIE S ik B 2 RN A IRTTIE
HBERS B 15 2 SOE A0 B AR R - MK
BBEDBERRBAB - WABAR —FRE
BIFARBEENRTER(EHRER
BRGSO BERTER—FREN -

BRAEBRITEREZRATRERER
R ERER BRI ERXRBH  R©
EREAAKERTEEZEERBLT

follows:
2017 2016
—ET—tF —ERF
HK$'000 HK$'000
FTERT T
Within one year —FR 249 =
In the second year F_F 252 -
In the third to fifth year F=FRZFERF 792 =
Wholly repayable within 5 years ARAFREHEER 1,293 =
Beyond the fifth year hEE 4,603 =
5,896 -
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26.

27.

Notes to the Financial Statements

BANK BORROWING, SECURED (Continued)

Bank borrowings as at 31 December 2017 are secured by
the corporate guarantee from the Company and the Group’s
investment properties of HK$27,066,000 (Note 17). The
bank borrowings are repayable in 20 years through monthly
instalments.

As at 31 December 2017, these bank borrowings bear floating
interest rates at 2.29% (2016: Nil) per annum.

LICENSE RIGHT FEES PAYABLES

License right fees payables represent the present value of fee
payables for acquisition of exclusive advertising license rights
from a third party (Note 19), and related imputed interest
arisen from the discounted payable as below:

25.

26.

Bt %5 #R AR Y A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

IRITEE > BEA@®

R—ZE—+EFE+=-_A=+—H" 17T
EBEERRAAAELEERARAEER
27,066,000 770 2 R E VI (MIEE 17) B3R
o SBRITEREE_TFERRADHEE -

R-_Z—+F+-_A=+—H "  %ZFHE1T
EENBEFENRE229% (ZFE—KF :
) o

7

ST RER

B RHEREE E ST WEBRE S
FE(MEE19) 2N BAZRE - REA
RN OB AR R T -

2017 2016

—E—tF TEBNEF

HK$'000 HK$’'000

FTEx FHET

Within one year —&R 66,935 31,730
In the second year to fifth year inclusive F - FE=FHF (BIEEEMF) 41,706 76,570
108,641 108,300

The payables are unsecured and payable based on the
payment dates as scheduled in the exclusive advertising agency
agreements. The payables are carried at amortised cost using
an effective interest rate of 4.75% (2016: 4.75%).

LOANS FROM A SHAREHOLDER

Loan from a substantial shareholder is unsecured and interest-
free. The loans are carried at amortised cost using an effective
interest rate of 1.55% (2016: Nil). The shareholder has given a
written agreement that it would not call for repayment on or
before 31 December 2019. The amount is not expected to be
settled within one year.

27.
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For the year ended 31 December 2017
BE—F—+F - A=+—HIFE

28. DEFERRED TAX LIABILITIES 28.

Deferred taxation is calculated on temporary differences under
liability method using the rates of taxation prevailing in the
countries in which the Group operates.

Movements of major deferred tax liabilities recognised in the
statement of financial position during the current and prior
year are as follows:

EEFIEEE
FEEFRRIBIIIREAE &LMTK‘E B ¥
BRI T R TR 58 E

AT R EARRFER < T ERIEHRIA
BEEAFER LFEZEE)

Fair value
adjustments
arising from

acquisition of

subsidiaries

WIS B AREEL 2

AT EERAE

HK$'000

T

At 1 January 2016 RZE—RFE—H—H -

Acquired through business BB ET A O (M 35)

combination (Note 35) 11,238

Credited to profit or loss REBZERETA (3,369)
At 31 December 2016 RZE—R"F+=ZA=+—H

and 1 January 2017 E=_F—+F—H—H 7,869

Credited to profit or loss PIBERETA (7,869)

At 31 December 2017 R=ZZE—tF+=A=+—H =

At the reporting date, the major components of unrecognised
deductible temporary differences are as follows:

RBER  AERAHIREFERIER
BOHOWT -

2017 2016
—E—t5F ZE—RF
HK$'000 HK$'000
FHERT T

Difference between depreciation ERTERE =5
and depreciation allowance (313) (103)
Unutilised tax losses REA RIS EE 16,495 24,542
16,182 24,439
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

DEFERRED TAX LIABILITIES (Continued)

The deductible temporary differences have not been
recognised in the consolidated financial statements as it is not
probable that future taxable profit will be available against
which these deductible temporary differences can be utilised.
All tax losses and deductible temporary differences of the

28. EIEHIEBEEB &)

Group and the Company have no expiry dates under the

current tax legislation.

A A A TR A A AR S PT INTR i 2 5
ZARRERB G A - F LI R RS B 715
BRERATHREREZR - REBRITHRB
AP AEBRARRBZ AR EE M
RN ERTEISA -

SHARE CAPITAL 29. BAK
2017 2016
—®—tfF ZE—RF
Number Nominal Number Nominal
of shares value of shares value
ik ¢E| HE RHEHE H{E
‘000 HK$'000 ‘000 HK$'000
TR FExT TR FAET
Authorised: JETE
Ordinary shares of BAREE0.20487T
HK$0.20 each 2 &R 5,000,000 1,000,000 5,000,000 1,000,000
Issued and fully paid: BEITRERE
Ordinary shares of BREE0.2087T
HK$0.20 each 2 E B
At 1 January m—H—H 370,034 74,007 333,784 66,757
Shares issued upon exercise of A B AAERETTE
share options (Note 30) BIIRG
(KtzE30) 2,580 516 1,250 250
Shares issued upon placing RIZE—RF
in December 2016 T ARE
Ik SapAi3%) - - 35,000 7,000
At 31 December Rt+ZA=+—H 372,614 74,523 370,034 74,007

KK ALIZERERA 7
ZE—+FFR



Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

29.

30.

SHARE CAPITAL (Continued)

On 2 December 2016, the Company entered into a placing
agreement with the placing agent, pursuant to which
an aggregate of 35,000,000 new ordinary shares were
placed by the placing agent on behalf of the Company, at
the placing price of HK$2.05 per placing share with the
independent investors. The Company issued 35,000,000
new ordinary shares at HK$2.05 per share on 16 December
2016. As a result, there was an increase in share capital
and share premium of HK$7,000,000 and HK$64,750,000
respectively. Details of the placing are set out in the Company’s
announcements dated 2 December 2016 and 16 December
2016.

SHARE-BASED EMPLOYEE COMPENSATION

The share option scheme (the “Share Option Scheme”) was
adopted by the Company pursuant to its resolution passed
on 29 December 2015 and expires on 28 December 2025.
The purpose of this scheme is to reward participants who
have contributed to the Group and to encourage participants
to work towards enhancing the value of the Group and its
shares for the benefit of the Company and its shareholders
as a whole. The board of directors may, at its discretion, offer
to directors, employees of any member of the Group, any
advisors and service providers of any member of the Group,
options to subscribe for the shares in the Company at a price
not less than the highest of: (i) closing price of the shares of
the Company on the SEHK on the date of offer of the option; (ii)
average of the closing prices of the shares on the SEHK for the
five trading days immediately preceding the date of the grant
of the options; and (iii) nominal value of a share.

A nominal consideration of HK$1 is payable on acceptance of
the grant of an option irrespective of numbers of share options
granted. The options vest on the condition that the grantee
is a director or employee of any member of the Group or any
advisor and service provider of any member of the Group from
the date of options grant to the commencement date of the
exercisable period of the options.
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30.

& NE )

RZEBE—NRFE+-A-H AAGIHERE
RIEBFIVEEHE - Bt BEREBRE
AR AL E A ££35,000,000 B E @A T
BAUREE  MEEBARERAESKHN2.05
BILe RZE—RNFEFTZA+B A2
7] LA A% 2.05 % 7T 817 35,000,000 Az 37 &
FpR - Bt BRARKRGREED RIEME
7,000,0007% JT & 64,750,0007%8 7T ° B2 &
EHEHBEHRARGBPAE T —RF
+—AZBE=FE—X"F+=-—A+HBHZ

NI

DRtz EEEE

RARIRBERZ=ZZE—AF+=A=1+NH
A7 R R RN AR ST B ([ B AR AT
2] BREFEBR_Z-_AF+=A
ZHNBEE - WIEFEIZ B ARENY
REBEEL BRI Z2HE - UREE2H
EARRBIRERRZ BENSZBORES
AEERERHZEE EZSABBR
AEBARKERARIZES BB UK
AE BRI B A a2 A A &R
FERE L EREAREARRRD - REE
BETMER T =R z&a%E : () ARFA]
BRI BB AR & A B X pr 2 Wi (B
(i) RO R EERLEREZ BT AERS
BB AT TR - RGiRHEE -

AR ABREAR L 2 B - X178
TEZSBARE (TR 2 BN S E
Z25) - BRIEZRBIRTREARARER
BREANEERETESNRBZB /L
MR BERAEBEEARERARZES
HEER - HAKEEMKEBRE 2EHER
ARTSHRER o



30.

Notes to the Financial Statements

SHARE-BASED EMPLOYEE COMPENSATION
(Continued)

The options are exercisable at any time during the period to
be determined and notified by the Directors to the grantee at
the time of making an offer in respect of any particular option
which shall not expire later than ten years from the date of
grant.

The share-based employee compensation is to be settled by
the issue of the Company’s ordinary shares. The Group has
no legal or constructive obligation to repurchase or settle the
options other than in the Company’s ordinary shares.

Details of the share options granted under the Share Option
Scheme are disclosed below. The share options are exercisable
immediately upon granted.:

Bt %5 #R AR Y A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

30. URHBX{TzEERE#

BREIRESREOR T EARERBRE
2 5225 Ry PR TE S8 HUER A 2 B TR I R
BT - MATEH 2 fEm A A RER
B B BER 4

BRI X 2 B B E RS AT AR A E
BESAS  RARBEBEIN - AEEY
BEEMBLSXNBRE AT EEER
fE o

RIBBRE SR 2 BAEFRBWT
B B IR RBERIR] T1714E ¢

Exercise price

Date of grant Number of options granted Exercisable period per share
RHBH ERHEREHE AT EHE BRITEE
HK$
BT
05.04.2016 6,660,000 05.04.2016 to 04.04.2019 1.990

The following table shows the movements in the outstanding
options granted under the Share Option Scheme:

TRBEERIZBIAERT EIR L M RTTE
Rz 28

Number of share options

BREHE

Outstanding at Granted during  Exercised during Outstanding at

1 January 2017 the year the year 31 December 2017

R=B-t& RZB—tF

Grantees —-A—-A T=H=1=H

ERA ief K176 EEREH KERTHE ief RAT 6

Directors B 5,410,000 - (2,580,000) 2,830,000
Weighted average IETHTERE

exercise price HK$1.990 % 7t - HK$1.990 % 7t HK$1.990 % 7t

Outstanding at Granted during  Exercised during Outstanding at

1 January 2016 the year the year 31 December 2016

RZB-RF RZB-—RF

Grantees —-A—-A +=A=t+-A

RARA i RAT B EERFH EERTHE te R AT 6

Directors o = 6,660,000 (1,250,000 5,410,000
Weighted average IETHTEE

exercise price - HK$1.990/8 7T HK$1.990 % 7T HK$1.990 /57T

KK ALIZERERA 7
ZE—+FFR
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

30.

SHARE-BASED EMPLOYEE COMPENSATION
(Continued)

No new share options were granted during the year ended
31 December 2017 (2016: 6,660,000).

The following significant assumptions were used to derive
the fair values of the options granted under the Share Option
Scheme, using the Binomial option pricing model:

Risk-free rate 1.09%
Expected life 3 years
Expected volatility 65.99%
Expected dividend yield and forfeiture rate 0%

No share-based employee compensation expense were
included in the consolidated statement of comprehensive
income for the year ended 31 December 2017 (2016:
HK$4,687,000) with a corresponding credit in equity. No
liabilities were recognised as these were all equity-settled
share-based payment transactions.

As at 31 December 2017, 2,830,000 (2016: 5,410,000) share
options are exercisable and the weighted average exercise
price of these share options is HK$1.99 (2016: HK$1.99).

As at 31 December 2017, the weighted average remaining
contractual life for the outstanding share options is 459 days
(2016: 824 days).

The weighted average closing price of the shares of the
Company quoted on the SEHK immediately before the dates
on which the options were exercised was HK$2.972 (2016:
HK$2.210).

The weighted average fair value of each option granted was
HK$0.704 in 2016.

As at 31 December 2017, total number of shares available
for issue pursuant to the grant of further options under the
Share Option Scheme was 74,006,800 (2016: 26,718,400),
representing 19.9% (2016: 7.0%) of the issued share capital
of the Company.
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DR ZEERE &)

BE_ZE—+tE+_A=+—HILEEY
EIRHFTBERE(ZZ—/NF : 6,660,000
m) o

PAE A — R 3V HARE E (B AR 2\ B P ER AR DA 6
ITHRBEBARE SR L 2 BREZ AF
BENEZM/EROT

EEpg L= 1.09%
TEHA S HA 36
TEERR I8 65.99%
TRHARR B Rog = 0%

WEARG X2 REBERIGAERS
—E—+E+_A=+—RALEEZLEE
2EMER(ZF — N F 4,687,000
J0) + WAt EAT AR IE 2 BREE - BEAERER
BfE BAYAUEREE ZBROHIER
% o

R_ZT—+&F+=-_A=+—H 2,830,000
(=T — 754 : 5,410,00017 ) B A% 4 A
TITEMZEERE 2 MEFLHITEER
1.99%8 70 (ZZF—75%F : 1.99%87T) °

R-ZE—+F+-_A=+—8 KTEHBE
REHE 2 TR T A HNFER A459 K (=
T—RF 1 824K) e

ARBRMDEEZBIRERETER MR
B PP IR 2 It P B 4 2.972 87T
(ZT—RF :221087T) °

N — NEFRR LD BREZ &
BHRAFEEEO0.704 BT °

R_ZF—tF+_A=+—8 " BEBEK
EEEE—SPRE CERE ZATHEST
% {7 48 %8 /574,006,800 f ( — T — /N 4F
26,718,400 ) - (5 A R Al B & /TR A
19.9% (ZF—"F : 7.0%) °



31.

Notes to the Financial Statements

RESERVES 31.

Movements in the reserves of the Group during the year are
set out in the consolidated statement of changes in equity on
pages 67 to 68. Movements in the Company’s reserves are as
follows:

Bt %5 #R AR Y A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

(A

AEEFERAER 2 EBHRE 67568
B2 aRAREE - ARAEEZED

T

Company
L7
Employee  Investment
Share compensation  revaluation  Contributed  Accumulated
premium reserve reserve surplus losses Total
ROVEE REERERE REEHLRE BB ] &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL FEL T FHEL TFHL THEL
At 1 January 2016 RZZ—"¥—-F—-H 547 = = 113,321 (65,908) 47,960
Issue of shares upon placing RAiREmETRA 64,750 = = - - 64,750
Share option granted R L 4,687 = = L 4,687
Exercise of share options TR 3,117 (880) - = 5 2,237
Share issue expenses BIRHER (717) - = - = (717)
Loss for the year AEEHE = - - - (52,945) (52,945)
Fair value gain on available-forsale R B At HEEEE
financial assets ZAFEENE - - 5,75 - - 5,756
At 31 December 2016 and RZB—"F+-A=+-H
1 January 2017 kZZ—t+%-H—-H 67,697 3,807 5,756 113,321 (118,853) 71,728
Exercise of share options Bld- i 6,434 (1,816) = = = 4618
Loss for the year AEERE = - = - (31,791) (31,791)
Fair value gain on avallable-forsale RE AR METHEE L
financial assets NTEEYE - - 978 - 2 978
At 31 December 2017 RZZ—tF
+-RA=1+-H 74,131 1,991 6,734 113,321 (150,644) 45,533
The Company’s reserves available for distribution comprise its RNABIE] T oIk E RS AR RR
contributed surplus and retained earnings. Bma e

Under the Companies Act 1981 of Bermuda (as amended),
contributed surplus account of the Company is available for
distribution. However, the Company cannot declare or pay a
dividend, or make a distribution out of contributed surplus if:

(a) it is, or would after the payment be, unable to pay its
liabilities as they become due; or

(b) the realisable value of its assets would thereby be less
than the aggregate of its liabilities and its issued share
capital and share premium accounts.

BRE-NN—FARERREGEER)

ARRB A ADIRBARBE - AT - £ T
BN ARATFEFARBD IR A
BB AL 2K

@ ARBERHEMARE
HER %

‘ARREBED

(b) REEZAEZRERINESR
1 - EEITIRAMBEE 2 EA -

NSNS
T LErR



Notes to the Financial Statements
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For the year ended 31 December 2017
BE—F—+F1-A=1T—HILFE

32. OPERATING LEASE COMMITMENTS 32. REFHERIE
As lessor fEREEA
As at 31 December 2017, the total future minimum lease RZE—+tF+_A=+—H ~EER
receivables of the Group under non-cancellable operating BEBHENAZME T AHESCEHR
leases in respect of rented office premises are receivable as B AR RRIEE WA S 85 2 Bm B
follows: I
2017 2016
—E—+tF —E—REF
HK$'000 HK$'000
FHERT T
Within one year —FR 525 784
In the second to fifth years, inclusive ~ FE_FZFERF (BEHEMSF) 81 606
606 1,390
The Group leases out its investment properties under operating AEERBLEMELHBREMEDL
lease arrangements with terms ranging from two to three B AP NFREE=F HEHEERE
years. None of the leases include contingent rentals. SRS o
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32.

OPERATING LEASE COMMITMENTS 32.

(Continued)

As lessee

Notes to the Financial Statements

As at 31 December 2017, the total future minimum lease

payments of the Group under non-cancellable operating leases

are payable as follows:

Bt 5 R AR B A

For the year ended 31 December 2017
BE—F—+F1 -A=+—HIFFEF

KREBERE =)

EBEEA
R-_ZE—+F+-_A=+—H AEER
BRI REELeHERARRERENES
REE 2 EmIERN T

Rented premises and

production facilities

Internet access line

HEMER £ ERE GRS
2017 2016 2017 2016
“E—tF | ZTRF |ZB—tFE | —ZT—XRF
HK$’'000 HK$'000 HK$'000 HK$'000
FHxT FET FET F&TT
Within one year —FRN 7,218 4,245 18 48
In the second to fifth E_FEFERF
years inclusive (BIEEEME) 7,845 1,362 - =
15,063 5,607 18 48

The Group leases a number of properties and production

facilities and internet access line under operating leases. The

leases run for an initial period from two to five years, with an

option to renew the lease and renegotiate the terms at the

expiry date or at dates as mutually agreed between the Group

and respective landlords/lessors. None of the leases include

contingent rentals.

AEBERELEHERNEZEYERLEE
RIEAREBERR - 2EHENEHY
NF_EZRF EERIHBASAEE
HEET HMEAETREZBHEREE
EREHEDGR - SEHERRAAE

KK L ZERAR A A
—TFFR
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

33.

HOLDING COMPANY STATEMENT OF 33.

FINANCIAL POSITION

ERDE 2 MBAARR R

2017 2016
—E—+tF ZE—RF
Notes HK$'000 HK$'000
5T FHT T
ASSETS AND LIABILITIES EEHEE
Non-current assets FIREBEE
Investments in subsidiaries RHBARIZIRE 19,254 19,254
Available-for-sale financial assets AIEHERKEE 17,369 44,979
Deposit for acquisition of property, WY - WERREZFE
plant and equipment 3,988 =
40,611 64,233
Current assets REEE
Amounts due from subsidiaries NP EENEIUNEN 76,018 24,767
Other receivables H b Uk IR 9,299 169
Cash and cash equivalents BeMReEEER 6,800 70,779
92,117 95,715
Non-current assets classified as held P ERBEENIERBEE
for sales 28,588 -
120,705 95,715
Current liabilities REBEE
Other payables H A FE (SRR 948 263
Amount due to a shareholder JE—R R FRIE - 13,950
948 14,213
Net current assets REBEERE 119,757 81,502
Total assets less current liabilities #EERABERE 160,368 145,735
Non-current liabilities IRBEMS
Loans from a shareholder —ZRERERZER 40,312 =
Net assets EEFE 120,056 145,735
EQUITY s
Share capital &4 29 74,523 74,007
Reserves i 31 45,533 71,728
Total equity FEREAE 120,056 145,735
On behalf of the directors
REREEE

Liu Gary Wei
4

Director

EF
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Tsang Hing Bun
EEE
Director

EF



34.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

Notes to the Financial Statements
B 7% R 3% Bff &F

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

34. FEMBATFE

Place/Country of Issued and fully Percentage of
Date of incorporation/  incorporation/establishment paid share capital/  issued capital held ~ Principal activities and place
Name of company establishment and type of legal entity Class of shares ~ registered capital by the Company * of operations
BEfTR KRRE
AL/ HRRL/ ALz %/ HRRRE/ BEfkEz
ARER RIBH BXREERREH UL Bl BAlLY  TEXBREEHY
Express Ocean Investment Limited 5 May 2008 Hong Kong, limited liability company Ordinary HK$2,000 100%  Property investment, Hong Kong
RARERRAA ZTT\FRARE  FR BRAT ERR 200087 nRRE B
Central Publisher Limited 26 September 1997 Hong Kong, limited liability company Ordinary HK$1,000 100%  Publishing and investment
St ERAR “WNEFARZTAR B ARAR LAk 100057 trading, Hong Kong
LIRRRERE  Fk
Recruit (BVI) Limited 15 March 2000 British Virgin Islands, Ordinary 110,000 100%  Investment holding,
“ETZE-ATEA  limited liabilty company Lk 10,0007 Hong Kong
ZBRAHE BRAA REAR B
Recruit (China) Holdings Limited 3 November 2004 British Virgin Islands, Ordinary Us$1 100%  Investment holding, Hong Kong
AR (HE) ERERAT “ZEMET-AZA  limited labilty company Lk %7 RERR &%
EBRLEE  BRAA
Recruit Group Limited 8 January 2007 British Virgin Islands, Ordinary US§10,000 100%  Investment holding, Hong Kong
ZZZHE-A\A limited liability company Lk 10,0057 RERR B
£BREES  BRAA
Recruit Human Resources Group Limited 7 April 2005 British Virgin Islands, Ordinary US§2,564,102 100%  Investment holding, Hong Kong
TERRERERAR “TTRENALH limited liablity company Lk 25641025 T RERR %
ZBRAEE  BRAA
Recruit Information Technology Limited 7 November 2003 Hong Kong, limited liability company Ordinary HK$1,000 100%  Provision of website development
TEEEETERAR ZTI=ET-REA ER BRAT LR 10007 and information technology
senvices, Hong Kong
REAERRERNR
% &k
Recruit & Company Limited 13 April 2006 Hong Kong, limited liability company Ordinary HKS$1 100%  Provision of advertising
ZEENERATER A% BRAA Lk 187 senvice, Hong Kong
RUESHE B
Media Services Limited 30 April 1999 Hong Kong, limited liability company Ordinary HK$52,000,000 100%  Provision of advertising
“ANAERA=TE &% ARAR Lk 52,000,000 senvices, Hong Kong
RERERE B4
KK ZILEZERBER AR
—T—+FFR
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES 34. XEMEBATFE @)

(Continued)
Place/Country of Issued and fully Percentage of
Date of incorporation/  incorporation/establishment paid share capital/ issued capital held  Principal activities and place
Name of company establishment and type of legal entity Class of shares ~ registered capital by the Company * of operations
BEAR AR
e/ AAY/ ALY/ HERFRE/ ERfTREZ
ARER RIAH BXREERREN B &R BAlLY  TEEBREEHY
Aaure Global Group Limited 25 August 2015 British Virgin Islands, Ordinary Uss1 100%  Investment holding, Hong Kong
ZE-RENAZTHA  limited labilty company Lk (E3p RARR B
£BREES  BRAA
Hong Kong Made (Media) Limited* 3 November 2012 Hong Kong, limited liability company Ordinary HK$100 60% Provision of advertising
EASUE(BR)ARAR ZE-—E+-AZH  F% BRAT Lak 10057 sevices, Hong Kong
REESRE B
Ample Success Limited* 14 April 2016 Hong Kong, limited liability company Ordinary HK$100 60% Provision of advertising
BERAR ST NFRATEA  ER BRAT Lk 10057 senvices, Hong Kong
RERERS B4
Star Prestige Investments Limited** 10 April 2017 Hong Kong, limited liability company Ordinary HKS$1 100% Provision of advertising
ABREERAT “Z-tEMATR AR BRAA LAk (2016: Ni) senvices, Hong Kong
%7 RERERE B4
(575 8)
* BDO Limited is not the statutory auditors of the accounts of & BBV EERETASEEMAR AL
these companies. The English translation of Chinese names of FZE QTR B ZEELERD -
PRC subsidiaries, if any, is included for identification only and
should not be regarded as their official English translation.
2 ¥ Modern Ace Global Limited * Fullmoon

A All principal subsidiaries are indirectly held by the Company
except for Modern Ace Global Limited, Fullmoon Global
Limited, Recruit (BVI) Limited, Recruit Human Resources Group
Limited, Recruit (China) Holdings Limited, Beyond Noble
Holdings Limited and Azure Global Group Limited (2016:
Modern Ace Global Limited, Fullmoon Global Limited, Recruit
(BVI) Limited, Recruit Human Resources Group Limited and
Recruit (China) Holdings Limited).

i These subsidiaries were newly incorporated in 2017.

The directors of the Company are of the opinion that a
complete list of the particulars of all subsidiaries would be of
excessive length and therefore the above list contains only
the particulars of the subsidiaries which materially affect the
results or assets of the Group.

None of the subsidiaries had any debt securities subsisting at
the end of the year or at any time during the year.
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Global Limited * Recruit (BVI) Limited -
TEREERERARE - A E(HE)
P2 R% A PR 2 7] » Beyond Noble Holdings
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Notes to the Financial Statements

Bt 5 R AR B A

For the year ended 31 December 2017
BE—F—+F1 -A=+—HIFFEF

PARTICULARS OF PRINCIPAL SUBSIDIARIES 34. = EMfEATFE &)
(Continued)
Details of non-wholly owned subsidiaries that BEFERERZIZENBLRFE
have non-controlling interests
As at 31 December 2017, non-controlling interests (“NCI") R-_ZE—+%+—H :‘1'— B AEBEZ
of the Group represented 40% (2016: 40%) equity interests FEE R R 40% —NEF : 40%)
in Hong Kong Made (Media) Limited (“Hong Kong Made”) (7 %'Jﬁ@%/&%ﬁx{/ﬁ(ﬁ%ﬁ%)ﬁﬁﬁﬁa(f%/aﬁz
and Ample Success Limited (“ASL") respectively held by non- 1B RIEHBER AR ([1EIN1)) - I I
controlling shareholders. MRARERFE AR o
Summarised financial information in relation to the NCI of BHEBBREREY) 2 IEE K iEw 2 1%
Hong Kong Made and ASL is presented below: BRIt T
2017 2016
ZEtE “EF
Hong Kong Hong Kong
Made ASL Total Made ASL Total
BB %] e BBEME 2 &t
HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHx TEL TEL THL THL THL
For the year ended 31 December  &Z+-A=1—H
IH5E
Revenue Wig 36,652 - 36,652 39,313 - 39,313
Profit/(Loss) for the year REERT/ (BB) (35,729) (8,370) (44,099) 647 (5,948) (5,301)
Total comprehensive income TEERANGEE (35,729) (8.370) (44,099) 647 (5,948) (5,301)
Profit/(Loss) allocated to NCI PREFERER L
i/ (B (14,292) (3,348) (17,640) 259 (2379) (2,120)
Cash flows generated from BEEBIBENA
operating activities 21,939 (839) 21,100 12,698 - 12,698
Cash flows used in investing REEB RS
activities (27,663) (6,787) (34,450) (11,855) (7,718) (19,573)
Cash flows generated from BEXBLRERA
financing activities 4,895 7,626 12,521 - 7,718 7,718
Net cash inflows/(out flows) BEmA/ ()38 (829) - (829) 843 = 843
As at 31 December WT=A=1—H
Current assets nHEE 40,295 - 40,295 32,991 - 32,991
Non-current assets HnBEE 68,528 8,726 77,254 137,821 16,040 153,861
Current liabilities k=L (57,549) (23,044) (80,593) (48,377) (14,687) (63,064)
Non-current liabiliies E kN (41,706) - (41,706) (77,138) (7,301) (84,439)
Net assets/(liabilities) BEFE/(AETR) 9,568 (14318) (4,750) 45,297 (5,948) 39,349
Accumulated non-controlling it
interests 3,827 (5,727) (1,900) 18,119 (2,379) 15,740

KK ALIZERERA 7
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For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

35.

BUSINESS COMBINATION IN 2016

On 29 January 2016, the Group entered into a sale and
purchase agreement with Silver Golden Limited and Mr. Sui
Chok Lee (“Vendors”) to acquire 60% equity interests in Hong
Kong Made and its shareholders’ loan of HK$6,600,000 at a
consideration of HK$36,600,000 (the “Acquisition”). Hong
Kong Made is principally engaged in the development and
operation of out-of-home advertising media in the PRC and is
the exclusive advertising agent of EMNBESHREEFRA
7] (“Shengyu”) in providing advertising agency services and
related production services in respect of Guangzhou-Shenzhen
Railway-China Railway High Speed under the exclusive
advertising agency agreement. The Acquisition was completed
on 1 April 2016. Details of the Acquisition were set out in
the Company’s announcement dated 29 January 2016. The
Acquisition was made with the aims to diversify the Group’s
advertising business into a new line of media business with
growth potential and to broaden its source of income that can
bring return to the shareholders.
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R-B—RF2EKEH
R-TE—RNE—A-t+hB AEEHE
Silver Golden Limited R ER1EFIEAE(ER |)
RN EBEBEWE  UKERBRIEZ60% K
N 26,600,000 T2 RRE K KRB
%%36,600,0008 T ([EFIE]) - BHEH
ERRREEZREFIIESHEEBERE KK
B UHEENBESGRESERAR(R
BDZBREEARE  BEBRESNR
EipZRHEARRAENRES < BERE
R RAEERERLE - WBEFBEER-Z
—ANFHA—BEK - WEEEZFEH
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ARG - WEEEEEBEANEEETE
SEBEARREBAZEBELSE -
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BUSINESS COMBINATION IN 2016 (Continued) ~ 35.

Notes to the Financial Statements

The fair value of identifiable assets and liabilities of Hong Kong

Bt 5 R AR B A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

R-BE—RNEFE2EEESGH @)
REBEEAS  BB8E TBRIEE

Made as at the date of Acquisition were: RaEz A AFEERT :

HK$'000

FHIT
Other intangible assets HEfhEpEE 88,638
Trade and other receivables g5 Kk EM WA 3,749
Cash and cash equivalents RekHFeEEEAR 2
Other payables Efth S 5RIE (4,492)
Shareholders’ loans fRERE (11,000)
License rights fee payables e FTIE R (21,010)
Deferred tax liabilities FELEFRITBEE (11,238)
Net assets acquired FriiiE 2 EEFE 44,649
Less: non-controlling interests W FEEEARE A (17,860)
26,789
Assignment of shareholders’ loans B R E R 6,600
Goodwill (Note 18) 2 (M5 18) 3,211
Total cash consideration HeR(ERRE 36,600
Net cash outflow arising from WHEEE 2 RS EFEE ¢
the acquisition:

Purchase consideration settled in cash IR & SN 2 WHERE (36,600)
Cash and cash equivalents acquired FriiE 2 IR e MR EEIER 2

(36,598)

Goodwill was attributable to the significant future prospect

and the business value of the acquired new line of media

business.

B TS i U B R R B R 2 EACR IR A
BEREHEE-
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

35.

BUSINESS COMBINATION IN 2016 (Continued)

Pursuant to the sales and purchase agreement, profit
guarantee for Hong Kong Made's audited net profit after
taxation should be at least HK$5,000,000 for each of year
ended and ending 31 March 2017 and 2018 respectively. In
the event of guaranteed profit cannot be met, the shortfall
amount will be reimbursed by Ms. Chau Lan Sze, the sole
beneficial owner of Silver Golden Limited, together with
the Vendors as compensation. The fair value of the profit
guarantee of Hong Kong Made was HK$Nil at the completion
date of acquisition based on valuation performed by an
independent valuer, Graval Consulting Limited by using a
probabilistic model. As of 31 December 2017, there is no
change on the fair value of the profit guarantee. Hong Kong
Made’s audited net profit after taxation met the target level in
2017. The audited net profit after taxation does not reflect the
amortisation of other intangible assets that was recognised by
the Group as fair value adjusted at the date of Acquisition.

The fair value gross amount of trade and other receivables
amounted to HK$3,749,000 as at the date of acquisition.

Since the date of Acquisition, Hong Kong Made contributed
HK$39,313,000 and HK$17,699,000 to the Group’s turnover
and profit or loss for the year ended 31 December 2016.
If the Acquisition has been occurred on 1 January 2016,
the Group’s revenue and loss for the year would have been
HK$97,790,000 and HK$19,502,000 respectively for the
year ended 31 December 2016. This pro forma information
was for illustrative purposes only and was not necessarily an
indication of revenue and results of operations of the Group
that actually would have been achieved had the Acquisition
been completed on 1 January 2016, nor was it intended to be
a projection of future results.

The acquisition-related costs of HK$188,000 were been
expensed and are included in administrative and other
operating expenses.
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36.

37.

Notes to the Financial Statements

DISPOSAL OF A SUBSIDIARY 36.

During the year ended 31 December 2017, the Group
disposed its entire interests in A E{ZEE () ABR AT to
independent third parties at the consideration of RMB1. Its net

assets at the date of disposal are as follows:

Bt 5 R AR B A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

HE—RHELQE
BE-E—+E+-A=t—BILEE
AEBUARS | TREABIE=FiHiE
ERNS BOEER(LE)BRARAZZH
Wit o HHE B AR FEMT

HK$'000

FAT

Other receivables H b fE U RIE 315
Cash and cash equivalents RekReEEIAR 76
391

Exchange reserve R 940

Loss on disposal of a subsidiary HE—RHHBARZEE (1,331)
Total consideration satisfied by cash LRSS BRE =

Net cash inflow arising on disposal: PEEEZHESRAFRE

Cash consideration RERE -

Cash and cash equivalents disposed of FTHEZIR& KRG EEHBE (76)

(76)

RELATED PARTY TRANSACTIONS AND 37.

BALANCES

Transactions between the Company and its subsidiaries, which

are related parties of the Company, have been eliminated

on consolidation and are not disclosed in this note. Save as

disclosed elsewhere in the financial statements, details of other

significant transactions between the Group and other related

parties during the year are disclosed as follows:

BREALRE R

ARAREBARBBREANLZHERR
2R ENERA IR B B 55 1 3 8 RN AP
EARE BRUBHRREMBORES
S REBEE B REEAN TRFRETT
ZEMBARZFHBEWELT

KK ALIZERERA 7
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

37. RELATED PARTY TRANSACTIONS AND 37.

BALANCES (Continued)

(a)

(b)

FREATRZRESR#)

Related party transactions (@) FBHEEALXRS
Nature of transactions REME
2017 2016
—E—tF ZT—RF
HK$'000 HK$'000
FTHET FHET
Professional fees HEEBR 547 492
During the years ended 31 December 2017 and 2016, REBEEZT—tFRZFT—<F
professional fee were paid to a related company, in +TZA=+—RHLEFE BEFEX
which Mr. Tsang Hing Bun, a director of the Company, ERTHEAR (ARAREEEE
was a director and has control over this company, BERENRBZARES REGE
for providing company secretary services. The service 1) - IR A RWE RS o AR
charges were determined at the market rate at the SRBRHERE B K 2 mERE
date when the service was provided. JE °
Compensation of key management personnel (b) FEEEAEHME

The key management personnel of the Group are
the directors of the Company. The remuneration of
the key management personnel is determined by
the remuneration committee having regard to the
performance of individuals and market trends. Details
of the remuneration paid to them are set out in Note
10(a) to the financial statements.
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38. NOTES SUPPORTING STATEMENT OF CASH 38.

FLOWS

Notes to the Financial Statements

Reconciliation of liabilities arising from financial activities:

Bt 5 R AR B A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF
REemERmfE
BMEEBGELEZAGRHE -

Bank borrowings

(Note 25)
RITEE
(3£ 25)
HK$'000
FHET
At 1 January 2017 RZE—tF—H—H -
Changes from cash flows: Reme &) -
Proceeds from new bank loans HRITE R Z TS FUE 6,100
Repayment of bank loans BERITER (204)
Interest paid ERFE 112
Total changes from financing BMER SR EEBEF
cash flows 6,008
Other charges: E it ZE)
Interest expenses MER (112)
Total other charges H b Bh4a%E (112)
At 31 December 2017 R_E—+tF+_-_A=+—H 5,896
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—F—+F1-A=1T—HILFE

39.

SUMMARY OF FINANCIAL ASSETS AND 39.

FINANCIAL LIABILITIES BY CATEGORY

The following table shows the carrying amount and fair value

of financial assets and liabilities:

ZRBED M BEERMBER
LS
TRIMMBEERAEZREERAT
B -

2017 2016
—E—+tF —E—RF
HK$'000 HK$’'000
T FHBT
Financial assets g EE
— Available-for-sale financial assets - A HENSEE 45,957 44,979
Loans and receivables: B ERGRIE
— Trade and other receivables - B 5 REMEWGRIE 44,698 40,281
— Loan receivables — EWEFR 4,000 =
— Cash and cash equivalents _BeMReEEER 28,472 83,373
123,127 168,633
Financial liabilities BigaE
Financial liabilities measured IR AT 22 S8 E
at amortised cost:
Non-current liabilities EmENEE
— License right fees payables - R E 41,706 76,570
— Loans from a shareholders - —AREREEZER 40,312 =
Current liabilities mENEE
— Other payables and accruals - Bt PR RRIE K FEET R ST 12,413 8,996
— Bank borrowings - RITBE 5,896 -
— Amount due to non-controlling - B —FENEARZ
interests of a subsidiary IR R 2R 2 FIR 6,750 6,750
— Amount due to a shareholder _ B —BREFE - 13,950
— License right fees payables - RS 66,935 31,730
174,012 137,996
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39.

Notes to the Financial Statements

SUMMARY OF FINANCIAL ASSETS AND 39.

FINANCIAL LIABILITIES BY CATEGORY
(Continued)

The following table provides an analysis of financial
instruments carried at fair value by level of fair value hierarchy:

Level 1:  quoted prices (unadjusted) in active markets for
identical assets and liabilities;

Level 2:  inputs other than quoted prices included within
Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e.
derived from prices); and

Level 3:  inputs for the asset or liability that are not based on
observable market data (unobservable inputs).

Bt 5 R AR B A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

BRERNE D e MEEERMKEA
BEHE )

TREREZAFEEIGZMBTARA
FEERBZERFAEZIN

F1E: HABERBEBERERTISHR
B CRIFAR)

F2E: HEEHRABEMER (BER)K
& (AMEERIEST) TR E
HaA(TEEF1EMESN
HE) K

F3E: WIRBEABRNTSHENE
REEXBENENBA (BX
BIEMERBA) °

2017
—E—+tF
Level 1 Level 2 Level 3 Total
F18 H2E H3E st
HK$’000 HK$’'000 HK$’'000 HK$'000
FHET FET FET FHET
Assets BE
Available-for-sale financial AR HEMSEE
assets 45,957 - - 45,957
Net fair values FATEE 45,957 - - 45,957
2016
—F—RF
Level 1 Level 2 Level 3 Total
F1E F2/E %3 R5T
HK$'000 HK$'000 HK$'000 HK$'000
T T T FAIT
Assets BE
Available-for-sale financial AR HEMEEE
assets 44 979 - - 44,979
Net fair values FAEER 44,979 - - 44,979
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

39.

40.

SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY
(Continued)

There have been no significant transfers between levels 1 and
2 in the reporting periods.

The methods and valuation techniques used for the purpose
of measuring fair value remain unchanged compared to the
previous reporting periods.

Available-for-sale financial assets were denominated in HK$.
Fair values have been determined by reference to their quoted
bid prices at the reporting dates.

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial
instrument risks: market risk (including foreign currency
risk and interest rate risk), credit risk and liquidity risk. The
Group's overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group’s financial performance
by closely monitoring the individual exposure.

The Group does not have written risk management policies
and guidelines. However, the board of directors meets
periodically to analyse and formulate strategies to manage
the Group's exposure to a variety of risks which resulted from
its operating and investing activities. Generally, the Group
employs conservative strategies regarding its risk management
to ensure appropriate measures are implemented on a timely
and effective manner. The risks associated with these financial
instruments and the policies on how to mitigate these risks are
set out as follows:
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40.
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Notes to the Financial Statements

40. FINANCIAL RISK MANAGEMENT (Continued)

(a)

Credit risk

Credit risk refers to the risk that the counterparty
to a financial instrument would fail to discharge its
obligation under the terms of the financial instrument
and cause a financial loss to the Group. The Group’s
exposure to credit risk mainly arises from granting
credit to customers in the ordinary course of its
operations. The Group's financial assets are summarised
in Note 39 above.

The directors of the Company consider the Group
does not have a significant concentration of credit
risk. The Group also continuously evaluates the credit
risk of its customers to ensure appropriateness of the
amount of credit granted. Credit terms are extended
to customers based on the evaluation of individual
customer’s financial conditions. In addition, the Group
reviews the recoverable amount of each individual
trade debt at each reporting date to ensure that
adequate impairment losses are made for irrecoverable
amounts. The credit policies have been followed by the
Group for a number of years and are considered to be
effective in limiting the Group’s exposure to credit risk
to a desirable level. Further quantitative disclosures in
respect of the Group’s exposure to credit risk arising
from trade receivables are set out in Note 22 to the
financial statements.

The Group has deposited its cash with various banks
and brokers. The credit risk on cash and bank balances
is limited because most of the Group’s bank deposits
are deposited with major reputable banks and financial
institutions located in Hong Kong.

Bt %5 #R AR Y A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

40. HIERARMERE &)

(a)

FERR
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BOTERVBITAEGR T ZEREM
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AEBEH EERBREEREE
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

40.

FINANCIAL RISK MANAGEMENT (Continued)

(b)

Currency risk

Foreign currency risk refers to the risk that the fair
value or future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange
rates.

For the year ended 31 December 2017

Most of the sales transactions of the Group were
denominated in RMB and HK$ and there were
expenses and capital expenditures denominated in RMB
and HK$. Certain trade receivables and trade payables
of the Group were denominated in foreign currencies,
mainly RMB. To mitigate the impact of exchange rate
fluctuations, the Group continuously assessed and
monitored the exposure to foreign currency risk.

Foreign currency denominated financial assets of the
Group as at 31 December 2017 were as follows:

40.

BRERER &)

(b)

E¥RE

SNERRIET B TE 2 X T EESK
ARBE SR ERINEE K ZF) iR
B 2Rk

BE-_Z—tHF+=-HA=+—HI1
“3[53

AEBEXRBOHER S HAARE
RAETIE  BRAREARAIA
ARBEBTINE - AEBETE
2 FEWGRIA K B 5 FE N 5RIR A SN
SIfE - TRER/ARE - BEFRER
KBz HE  AEBFENERE
FRHNERR 2 KF o

RZE—+tF+_A=+—HZAE
EUAINED| B2 B EEMT

HK$'000
FETT
Foreign currency exposure AR ZINERR
to RMB
Trade and other receivables B 5N E bW IE 18,692
Cash and cash equivalents ReFREeEEIAR 1
License right fees payables TR S (108,641)
(89,948)
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40.

Notes to the Financial Statements

FINANCIAL RISK MANAGEMENT (Continued)

(b)

Currency risk (Continued)

For the year ended 31 December 2017 (Continued)

The following table illustrates the sensitivity of the
net results for the year and accumulated losses in
regards to the Group’s financial assets and liabilities
at the reporting date and the reasonably possible
changes in the foreign exchange rates in the next 12
months to which the Group has significant exposure
at the reporting date, based on the assumption that
other variables are held constant. Changes in foreign
exchange rates have no impact on the Group's other
components of equity.

40.

Bt %5 #R AR Y A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

BEERER &)
(b) EEER )

BE_F-—+tHFt+-A=t—HL
FEE)

TRETEBAKE L HMBEER
MHRENHRER 2 FRXEFR
RRFERZBEER  WRALE
ER#HE B EYERNRRZINEE
EKRARF12EAMNAIEAI LS
{E]‘“E@T ERERITGE © SN

PE R AR R M o 2 EL AR AX

*Mﬁjﬁﬂi%;
2017
—EB—tF
Increase/ Effect on loss
(Decrease) after tax and
in foreign accumulated
exchange rates losses

HEER HHEBREBER
tH(BY) REBEZEE

HK$"000

FBT

RMB AREE 4.3% 4,149
(4.3%) (4,149)

Exposures to foreign exchange rates vary during the
year depending on the volume of overseas transactions.
Nonetheless, the analysis above is considered to be
representative of the Group’s exposure to currency risk.

SMNEEXRERREARRINZE
MERE o AW - LADITRBRA]
REASEmS SRR -
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Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

40.

FINANCIAL RISK MANAGEMENT (Continued)

(b)

(c)

Currency risk (Continued)

For the year ended 31 December 2016

The Group does not have material exposure to currency
risk as most of the Group’s transactions are carried
out in HK$, which is the functional currency of the
Company. The Group reviews its foreign currency
exposures on a regular basis and does not consider its
foreign currency risk to be significant.

The Directors are of the opinion that the Group's
sensitivity to the change in foreign currency exchange
rates is low.

The Company is not exposed to any foreign currency
risk.

Interest rate risk

The Group does not have material exposure to interest
rate risk, as the Group has no financial assets and
liabilities of material amounts with floating interest
rates except for deposits held in banks. Cash at bank
earns interest at floating rates based on the daily
bank deposit rates during the year. Any change in the
interest rate promulgated by banks from time to time is
not considered to have significant impact to the Group.
The Group adopts centralised treasury policies in cash
and financial management and focuses on reducing
the Group’s overall interest expense. The terms of
repayment of bank borrowings are set out in Notes 25
to the financial statements.

Management did not consider it necessary to use
interest rate swaps to hedge their exposure to interest
rate risk as the interest rate risk exposure is not
significant.

KK Culture Holdings Limited
Annual Report 2017

40.

BRERER &)

(b)

(o)

B¥EkR(E)

BE_F-A"H¥t+-A=t—-HL
FE

R AEEABNZZZAET (R
ARBZWEEER) T - HAKE
VTEEHEREERRE - NEEE
HBEA G 2 INER R R R PAE
2 SN R BRI SFRRE

EXERRAKEEIINEERES 2
BREKTBIE -

AR R EEEHEAINE R o

FRER
BRERITIF RSN - AR B EAEAIK

BENZEMBEENAE  HAK
By EEHEAF KRR - FA
RITASWIDN X (BERER7F
R E)FH B o RITTE QA &Y F
BRI EHAREENERY
&  AEERRE P HEIERI
STOMERE  BOREAREHE
ERMNEMAX - RITEEZERY
NI RAMFE25

EEERS BREYHZHERER
WAEAK - B BAAF == H 5
EhE S H SRR o



Notes to the Financial Statements

40. FINANCIAL RISK MANAGEMENT (Continued)

(d)

Liquidity risk

The Group’s policy is to regularly monitor its liquidity
requirements, its compliance with lending covenants
and its relationships with its bankers to ensure that
it maintains sufficient reserves of cash and adequate
committed lines of funding from major financial
institutions to meet its liquidity requirements in the
short and long term.

The Group had net current assets of HK$16,240,000
(2016: HK$63,661,000) and net assets of
HK$149,283,000 (2016: HK$217,706,000) as at
31 December 2017. In the opinion of directors, the
Group's exposure to liquidity risk is limited.

The following table details the remaining contractual
maturities at each of the reporting dates of the Group’s
non-derivative financial liabilities, which are based
on contractual undiscounted cash flows (including
interest payment computed using contractual rates or,
if floating, based on current rates at the reporting date)
and the earliest date the Group may be required to pay.

Bt %5 #R AR Y A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

40. HIERARMERE &)

(d)

RBESER

AEECHREREHEEARHE
HR - HBETFEREZHNBERA
A EERIRTT 2 AR - HEREAR
RAMNRSREEAREFTZ SR
HERRREEANESEE - N
LENEGAZERBANRDESS

R-E—+FE+-_A=+—H K«
SEBREEEFE 16,240,000 %8
JTL(=ZF— /N4 : 63,661,000/87T)
N & EEF{E 149,283,000/ 8T (=
— 7N :217,706,000/87C) - ==
RE - FEBRBELRABRER °

TERHAVNBAKEFTENBRE
REH®EB 2 HBAOIHBER -
BETMRIBRT AR SR E (B
RETRMEFE 2 MEXH B R
FEAE - QIRRERE B Z AN
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Notes to the Financial Statements

Bt B #R AR Y A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

40. FINANCIAL RISK MANAGEMENT (Continued) 40. FEERERE @)
(d) Liquidity risk (Continued) (d RBESEREE)
Specifically, for bank borrowing which contain a ARgms  HRESRERERZ
repayment on demand clause which can be exercised &R - BRITHBITE M ER 2R
at the bank’s sole discretion, the analysis shows the TRE  SMEBERERTENRZ
cash outflow based on the earliest period in which the SFRHE R EME - HOEER
entity is required to pay, that is if the banks were to TTITE 2 5 B AR R A 2 SRENE (8
invoke the unconditional rights to call the loan with BE -
immediate effect.
Total Within More than More than
contractual three months three months  one year but
Carrying undiscounted oron but less than less than
amount cash flow demand one year five years
BETRREL R={EA HEB={EA BA-F
REE BEERE AHEER BR—FR BEREER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT AT TAT BT AT
As at 31 December 2017 R=B—+F
+=A=+-H
Non-derivative FTERBEE
financial liabilities
Other payables and HtERTF0E
accruals R 12,413 12,413 12,413 - -
Amount due to ER—FEHEAR
non-controlling interests ~ FEHE RIS 2 FUB
of a subsidiary 6,750 6,750 6,750 - -
Bank borrowings PITEE 5,896 5,896 5,896 = =
License right fees payables FEf##FEE 108,641 112,375 14,286 55,230 42,859
Loans from a shareholder —#iRR R 2 B3 40,312 41,571 - - 41,571
174,012 179,005 39,345 55,230 84,430
As at 31 December 2016 R=B—F
+=B=+-H
Non-derivative FTERKRE
financial liabilities
Other payables and HAERF0E
accruals RER X 8,996 8,996 8,996 - -
Amount due to FER—RERBAR
non-controlling interests  FEFERRIERS 2 F0E
of a subsidiary 6,750 6,750 6,750 - -
Amount due to a FER—BRR I
shareholder 13,950 13,950 13,950 - -
License right fees payables JEff5aTiEE 108,300 114,576 11,616 22,440 80,520
137,996 144,272 41,312 22,440 80,520
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Notes to the Financial Statements

Bt %5 #R AR Y A

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEF

FINANCIAL RISK MANAGEMENT (Continued) 40. MBREREE )
(d) Liquidity risk (Continued) d) HREBELEMRGE)
The table that follows summarises the maturity analysis TREFI BB EE R R TE
of those bank borrowings with repayment-on-demand TE 38 SRR M 3% P 75 4% 2 S8 UG
clause based on the agreed scheduled repayments WIRITIEENR BT - BlEEEE
set out in the loan agreement. The amounts included BERSHNEFEOFEMRK -
interest payments computed using contractual rates. As Bt - ZEZSEARA LR BT
a result, these amounts are greater than the amounts IEESR ] BRIREENSE - &
disclosed in the “on demand” time band in the above FFRAEERF ARG - AR F]
maturity analysis. Taking into account the Group's ESRABBIT IR ITHEIIEE
financial position, the directors of the Company do not ERANRGER - NARESHEE -
consider that it is probable that the bank will exercise FHTHEESBRERERMEME
their discretion to demand immediate repayment, TEEENHAERE -
the directors of the Company believe that such term
loans will be repaid in accordance with the scheduled
repayment dates as set out in the loan agreements.
Group AEE
Total More than More than
contractual  Withinthree  threemonths  one year but
Carrying  undiscounted monthsor  but less than less than Over
amount cash flow on demand one year five years five years
BITHRE R=@ER RBE=EA BE—F
BEE HELRE RREER AR-Fh EREFRH  BBEE
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T Thr Thr ThL THL Thr
Term loans subject to BEREREN L
repayment-on-demand clause  EHEF
based on scheduled repayments;  ERETERER :
31 December 2017 “F—+Ft-A=t-H 5,8% 7,29 95 284 1,548 5,369
KK X AR ARA @
—F— L



Notes to the Financial Statements
Bt 7% R 3} BY &E

For the year ended 31 December 2017
BE—T—+F+-A=+—HIFEZ

40.

41.

FINANCIAL RISK MANAGEMENT (Continued)
(e)

Fair values

The directors of the Company consider the fair values
of the Group’s current financial assets and liabilities are
not materially different from their carrying amounts
because of the immediate or short-term maturity of
these financial instruments. The fair values of non-
current financial assets and liabilities were not disclosed
because these are not materially different from their
carrying amounts.

CAPITAL MANAGEMENT POLICIES AND
PROCEDURES

The Group’s objectives when managing capital are:

o To safeguard the Group’s ability to continue as a going
concern, so that it continues to provide returns for
shareholders and benefits for other stakeholders;

o To support the Group’s stability and growth; and

o To provide capital for the purpose of strengthening the
Group’s risk management capability.

The Group 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 the Group and capital efficiency,
prevailing and projected profitability, projected operating cash
flows, projected capital expenditures and projected strategic
investment opportunities. The Group has not adopted any
formal dividend policy.

Management regards total equity as capital, for capital
management purpose. The amount of capital as at 31
December 2016 and 2017 amounted to approximately
HK$217,706,000 and HK$149,283,000 respectively, which
management considers as optimal having considered the
projected capital expenditures and the projected strategic
investment opportunities.
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EXNEEBRRER

AEEEREA AR

o HRAEEEMMAGE  AEE
RRFIREEE - AEAMFHH AL
R

o XRAKEZBERREAE R
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AEBTERIHERLERHEANRE
B R B 7K ZR 08 A0 BRR [3 3 Al 52 B A=K
FoEFEERAKERRNEATRKE
BARME - BRIAMIERTBFIRE S - TEE
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B IR A S o AN B B R E A EA K
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A summary of the results and of the assets and liabilities of the
Group for the last five financial years, as extracted from the published
audited financial statements and restated in accordance with HKFRS
5 “Non-current Assets Held for Sale and Discontinued Operations”, is
set out below:

FINANCIAL RESULTS

Financial Summary

MBERHE

For the year ended 31 December 2017
BE—T—+F+-A=+—FHIFE

AEEBEREAMRERZFEREERABZH
20T 0 TSR TR 2 RERMBEE - XS
RESEMBHHRELENESR [ FEFEZIFRD
BERDRILELEER] B

Mg RE
Financial year ended 31 December

BET-A=t-BLHMBFE

2013 2014 2015 2016 2017
——s —E-MF “Z-AhF —E—RF —E—+F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTHET THET THT THT TET

CONTINUING OPERATIONS REREER
Turnover EEE 63,225 59,923 62,857 96,527 98,534
Profit/(Loss) before income tax BRETSRIALET (B18) 21,921 15,962 5,412 (16,213) (81,525)
Income tax (expense)/credit s (X)) e (3,126) (2,353) (1,719) 1,978 6,051
Profit/(Loss) for the year REFELCEER Y

from continuing operations REERRN/ (BR) 18,795 13,609 3,693 (14,235) (75,474)
DISCONTINUED OPERATIONS DRI RS ER
Profit/(Loss) for the year from REBRIEGEER L

discontinued operations KEERF/ (BE) 154,499 81,026 (29,758) = -
Profit/(Loss) for the year AEERF, (EE) 173,294 94,635 (26,065) (14,235) (75,474)
Attributable to; AT AL
Equity shareholders of the Company 782 BI#EZE R 125,399 78,913 (26,065) (12,115) (57,834)
Non-controlling interests Sl 47,895 15,722 = (2,120) (17,640)
Profit/(Loss) for the year REERR, (B8) 173,294 94,635 (26,065) (14,235) (75,474)

KK ALIZERERA 7
ZE—+FFR




Financial Summary

MBRE

For the year ended 31 December 2017
BE—F—+F1-A=1T—HILFE

FINANCIAL RESULTS (Continued) BIEEE 2)
As at 31 December
W+=A=+-H
2013 2014 2015 2016 2017
—E=F —E—MF “Z-AhF —E—RF —E—+F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAET FAET FET FET TR
ASSETS AND LIABILITIES BEHEE

Total assets BERE 1,283,569 266,081 141,698 363,571 324,814
Total liabilities BEEE (376,635) (86,555) (10,990) (145,865) (175,531)
Total equity R 906,934 179,526 130,708 217,706 149,283
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