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CHAIRMAN'’S STATEMENT
E R

Dear Shareholders,

I am pleased to announce that Huanxi Media Group Limited (the
“Company”, together with its subsidiaries, the “Group”) made
significant development and progress in the past year. After
forging cooperation agreements with several heavyweight film
directors of different directorial styles, we continued to explore
opportunities to work with more famous film directors, to jointly
strengthen and enrich our film and TV production contents. During
the year under review, several films completed shooting and are
expected to hit the screen this year or early next year.

The Group also strived to develop and build an excellent online
video platform, in the hope of becoming a media group that
owns top film and TV production contents, the best planning and
production teams, exclusive online broadcast right, as well as a
self-operated online video platform. The Group actively developed
its multimedia online platform “huanxi.com” (Bx= &) during the
year under review. The platform has had rounds of testing and
improvement, and is expected to be officially launched this year.

INDUSTRY OVERVIEW

Positive changes were seen in the film industry of China in 2017.
The “Film Industry Promotion Law of the People’s Republic of
China” was announced and implemented, which will not only
foster development of the film industry, but also is proof of the
weight the film industry carries for the Central Government and
that the government is keen at supporting and encouraging the
healthy growth and prosperity of the industry. At the Chinese
government’s effort to crackdown on online content piracy,
audiences have started to go back to the cinema. According to
statistics of the Film Bureau of the State Administration of Press,
Publication, Radio, Film and Television (“SAPPRFT"), the total box
office receipt in the country in 2017 was RMB55.911 billion, up by
13.5% year-on-year, another double-digit climb since two years
ago and an above RMB50 billion new record. The gap between box
office receipt in China and North America is narrowing, meaning it
will not be too long for China to become the largest film market in
the world.
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At the same time as their number increases, movie goers
are having more and more sophisticated preferences. This
phenomenon has prompted film makers to cover a wide range
of topics in their works. A blockbuster with an international
perspective about the Chinese military, which grossed the highest
box office receipt during the national day holiday, and a film about
the life of members of an art troupe, all win the heart of audience.
On top of Hollywood films, small and medium productions from
India, Thailand and Spain also recorded satisfactory box office
numbers and won acclaims, showing that audience are drawn to a
film more by its quality and word-of-mouth, which means there is
a growing market for quality productions.

Moreover, the number of viewers of videos on online platforms
is growing rapidly. According to a China Internet Network
Information Center report, as at the end of December 2017,
there were 772 million internet users in China, and the country’s
internet penetration rate was 55.8%. According to the “2017
Consolidated Report on Information Dispatch” published by
iResearch, China’s online video platform market was worth over
RMB90 billion, representing a 48.5% leap year-on-year, and online
drama series managed particularly impressive growth. According
to the “2017 Analysis Report of Development of Online Original
Programs” (2017484% R 855 B R DT #E) by the SAPPRFT, 206
online drama series were launched on the internet during the
year, all together broadcasted 83.3 billion times, and 176 of them,
or 85%, were Transactional Video on Demand (“TVOD"), and their
video views made up 96% of the total. Supported by a rich supply
of video content and advanced internet technology, TVOD is
growingly popular among internet users in China, a trend that has
kept boosting the price of online drama series, and high quality
ones have a price tag of close to RMB10 million an episode.
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BUSINESS REVIEW

Enriching film reserve to achieve investments
pay off

During the year under review, the Group cooperated with
shareholder directors and contracted directors to produce many
outstanding works. Our content production business developed
steadily. Major projects proceeded as scheduled and will be
released gradually. Among them, Brotherhood of Blades II: The
Infernal Battlefield (&% J1Il » {£7&853%), directed by Lu Yang and
produced by Ning Hao, hit main cinema circuits in July 2017.
Apart from overseas distribution rights, the Group also owns
exclusive broadcasting right of the film on new media. The sales of
broadcasting right to some new media already brought impressive
revenue contributions to the Group.

Crazy Alien (RERSNE A), the third in the sci-fi comedic film
series “Crazy”, which has the Group as exclusive investor, is
directed by Ning Hao and features two top comedians Huang Bo
and Shen Teng in China. The “comedy movie trio” is expected to
come up with a blockbuster comedy for audience in the country.
With a top production team and strong capital support, Crazy
Alien is expected to be released in early 2019, and open a new
chapter for sci-fi comedy in China.

Moreover, Nice to Meet You (BR{RELF), screen-written based
on an internet fiction (FRAURZ) and directed by Gu Changwei,
depicts the lives of several high school repeats, young and
restless, and promises to bring back memories of innocent school
days for the audience. It will be released in the first quarter of this
year.

The Group also invested in Us and Them (1% 3R 89 %:4f9), which was
produced by Zhang Yibai and is the directorial debut of famous
Taiwanese singer Rene Liu, completed shooting at the end of last
year and will be screened in the first half of this year.

The Group has invested in another new film Dying to Survive (1
= %1%) which is co-produced by Xu Zheng and Ning Hao, starring
Xu Zheng and directed by Wen Muye, is expected to be released

in the second half of this year.
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Ash Is Purest White (L5 %), the fifth long film by director
Jia Zhangke, was shot in different places in the Yangtze River
Delta, Shanxi and Xinjiang. It has high artistic value, and is very
entertaining as well. It shall hit the cinema screen in the second
half of this year.

The story about four princesses coming across sprites from outer
space in Yuan Ming Yuan, Wizards in the Royal Palace ({52 e 1%
#%) directed by Manfred Wong, is a comedy that stars well-loved
movie icons and will be released at the end of 2018 or beginning
of 2019.

Developing internet drama resources to gain
exclusive broadcast right

In the second half of 2018 or first half of 2019, a 13-episode
internet drama series Sex and Stocks (IRE&&®E) directed by Gu
Changwei will be broadcasted. During the year under review,
production of the internet drama with 18 episodes in two seasons
had begun. The internet drama is produced and co-directed by
shareholder director Wong Kar Wai, and the Group owns the
exclusive rights to broadcast and re-sell the production to new
media platforms around the world for a period of 10 years after
production is completed.

Establishing online platform to prepare for
advent of paid viewing

The "huanxi.com” (BxE &™) online video platform jointly
designed and developed with its business partners made
satisfactory progress, with trial operation kicked off earlier and
close to 200,000 users registered. Viewers can watch, via the
platform, 30 classic films a month on their personal computers
or smart phones. The Group has continued to maintain close
communication with its business partners on improving and
strengthening the user interface and interactive features of
“huanxi.com” (BrEZ&me), targeting for formal launch of the
platform in second half of 2018. By then, all films and TV
productions the Group had invested in, and also third-party
authorized films and those produced by contracted directors
and shareholder directors of the Group will be available for paid
viewing to members of “huanxi.com” (BX= &hR).
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BUSINESS STRATEGIES AND PROSPECTS

Following the rapid development of the cultural and entertainment
industry in the People’s Republic of China ("PRC"), the film-related
entertainment business will continue to grow and become a pillar
industry of the PRC economy. To seize a good position in this
burgeoning industry, the Group has been actively exploring and
building its content resources in an aim to become a leading and
all-round media and entertainment group in the Greater China
region. Many films and TV productions of the Group are expected
to be completed or broadcasted in coming two years, and the
Group believes that quality content will bring handsome returns,
reflect the fruit of pre-production investment, and hence lay a
solid foundation for its healthy growth.

The Group strongly believes having an outstanding production
team is fundamental to the creation of quality film and TV
contents. Currently, the Group has six shareholder directors,
namely Ning Hao, Wong Kar Wai, Xu Zheng, Chan Ho Sun Peter, Gu
Changwei and zhang Yibai. The Group also has close cooperative
relationship with world-known directors, including Jia Zhangke,
Manfred Wong, Wang Xiaoshuai, Li Yang and Chen Daming. The
Group is tying in a brand new operational model with the wide
networks and rich experience of the directors it cooperates with,
to build a cooperation platform to ultimately achieve all-win.
The Group will continue to identify opportunities to cooperate
with more famous directors so as to create more diverse and
quality productions for audiences in the Greater China region,
while enhancing its core competitive advantages in film and TV
production.

Moreover, the Group has been active in building the online video
platform “huanxi.com” (BxZ &) which distinguished from
existing video broadcasting websites by carefully selects and
offers various quality films and network drama series to audiences
in order to save their searching time and facilitate them to enjoy
the content they like with ease. It positioned as an online film
and TV productions store that serves white-collar in city and
sub-urban. With premium content and matching the growing trend
of paid viewing, "huanxi.com” (BiZ &m) will be able to attract
a large number of users and related revenue will become the
Group's profit growth driver.

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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CONCLUSION

As urbanization continues and accordingly cultural consumption
demand matures, the film and TV industry has been given
continuous impetus to grow. Implementation of the “Film
Industry Promotion Law of the People’s Republic of China”
braces the development of the film industry in the PRC, as it has
strengthened protection of intellectual property right and can
facilitate structural upgrade of the system, talent, capital and
technologies of the film industry. The size of the audiences of film
and TV productions is expected to climb to new height in 2018.
The large audience base is what powers the creation of contents,
and great contents complimented by word-of-mouth shall be
recognised and reflected in box office receipts.

Looking ahead, the Group will continue to capture opportunities
with professionalism. By actively developing its film, TV and
entertainment business in the PRC, building on the brilliant
investment vision of its management team and its own flexible
management and operational models, the Group will be able to
hasten building of a leading online video platform with diverse
film and TV content, and prefect its industrial chain from film
and TV content creation, shooting and production to distribution
and marketing. These moves will help consolidate and expand
the Group’s competitive advantages and in turn help the Group
generate greater long-term returns for shareholders.

Last but not least, | would like to express my heartfelt gratitude to

all Board members, our management team, business partners and
staff for their contribution to the Group’s business.

Dong Ping
Chairman

Hong Kong, 29 March 2018
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APPENDIX: FAMOUS DIRECTORS COOPERATING EXCLUSIVELY WITH THE GROUP
iR BAKRERITBRSHEENZIANEE

Director Background Cooperation Details
BE BE/EN EERE
Ning Hao* . Famous internationally for his unique | ® Shlalldlgect onetﬁo two films (for public
e EE directing style, all films he made so far release evey_ ree years .
" had brought strong investment returns. His Hﬁﬁﬁ,ﬁ E‘t i?ﬁﬂi:ﬁm)ﬂ@g?ﬁﬁ
directorial debut Incense (& X) and another AR fh i #
work Mongolian Ping Pong (s Sit) were | The Group shall own exclusive
festivals N any films and programmes developed
BRESEAREZBEAR  2HELHE and directed by Mr. Ning, i.e. the
Xm’i@#xéf@ajﬁ_ E%*B%ﬂ - <<%.5)\>>5FD Gro#p sgall be the sole investor of
(BEHIRA+ZEABERELHRIES such productions
. SRR iRnsRueLay
. Crazy Stone (i # f %8), a low budget Ep X S e e 5
production he directed in 2006, won at B RBMEm 2 E—REE
the Taiwan Golden Horse Awards for Best P
o The Group shall have priorit
Original Screenplay. Crazy Racer (& i ) distributi%n rights (in?ludiné
£ ) (2009), Whl(_)h he wrote and' dlrected cinema screenings, audio-visual
was produced with at RMB10 million, yet products, television broadcasting,
boasted box office receipt of over RMB100 network dissemination, etc.) to the
million shareholder director’s productions
RIBEXRFRENAEZ(RANATE) I in the PRC, Hong Kong, Taiwan and
EELEAEBSER ggu¢§§ cEHRAR g/lfatchaeupageual Administrative Region
plutott e Tt ERBE AR AER G E
ZORTHRE)(—FRNF) - RERWEA B BRETREANSIGKE 2 @
£ 1#100,000,0007¢ 70 - BEE O S
, BERERRERERSE
o He also directed the huge box office
hit Breakup Buddies ({0>71E#& M) (2014), | e The shareholder director shall, at
which grossed RMB1,169 million in box his best, provide the Group with
office receipt in the PRC and was the the priority investment, production
highest-grossing domestic Chinese movie and distribution rights for films and
of the year firebted, of produted, Streommtote
REER OB (=F — ) - AP by him or has him as lead actor or
BER AR1,169,000,00070 5 8 B4 2 member of the creative team
BERERER RERBE G BRI IERR R EE
%%&%ﬂ%u&ﬂ&%ﬁéﬁ%%%%é .
ﬂ I@iAmIﬁAE\%ﬁﬁﬁ&
B MASERBERIRERE  RUER
NEEITHE
. Crazy Alien (RIE®HIE AN)is
expected to be released before
Chinese New Year in 2019
(EAMINE N)BARZF-—NFH
B il Bk
N Shareholder director and non-executive director of the Company

* BERERERANRIFNTES

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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wrote, produced and starred in, earned
over USD200 million in box office receipt
and became the highest-grossing PRC film
ever

ZE - _FEAEBREEEEBEREHERNRK
EECKABBEZZ2FR) EERWES
200,000,0007T * A% &9 BB 5 DA PR & & RE 2

i1FH T By
==

° In 2014, he produced and starred in the film
Great Hypnotist (f& & KX Ah) which became a
classic in the PRC suspense and thriller film
market
ZE—NF  HEET EEBRER B (B
AR MAEZEREREYMiGLH

Director Background Cooperation Details

BE BEEN BERA

Xu Zheng* o In 2012, his directorial debut Lost in | e Shall direct one to two films (for public
i+ Thailand (A B W% 2 Z&H), which he also release) every three years

BRAREE=FEF—EMABEXIE
an (CAEmIERX 2B LR B )

o The Group owns exclusive investment
and production rights to any films and
programmes developed and directed
by Mr. Xu, i.e. the Group shall be the
sole investor of such productions
AEEHEEAHABRERE CEY
RENE 2 B IR B R B ERE - BIREE
EREEERzE—RESE

o The Group has priority distribution
rights (including cinema screenings,
audio-visual products, television
broadcasting, network dissemination,
etc.) to the shareholder director’s
productions in the PRC, Hong
Kong, Taiwan and Macau Special
Administrative Region of the PRC
AEEKBEERREEERETE - &
A BERBPEDRFIFFRIITRR 2B
BITHE - BREEBEERER  S6®m -
BERBERRERERES

. The shareholder director shall, at

his best, provide the Group with
the priority investment, production
and distribution rights for films and
TV programmes not developed or
directed, or produced, screen-wrote
by him or has him as lead actor or
member of the creative team

IR EE IR BT W IR AR R EE
BERANEBURRREES RER R
Bl - FESHEMFAASE ZERIERRE
A MAEERHELRERE  RUER
REEITHE

. Dying to Survive (372 %%)will be
released in the second half of 2018
(BTREMYBR_ZE—NFETEE
R

* Shareholder director and non-executive director of the Company
F RERGERARNRIFNITES
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Director
EE

Background
BEBEN

Cooperation Details
EERE

Chan Ho Sun °
Peter#

]

He is the first and also the only director
crowned the “Best Director” at the Taiwan
Golden Horse Awards, the Hong Kong
Film Awards and Mainland China’s Golden
Rooster Awards. His films Almost a Love
Story (8% %) and Dragon (& %) had made
it among Time Magazine's 10 Best Movies
of the Year
T’Eﬁé@ﬁ%?’%ﬂg EBpEeFE &
BEFEEBUALPHEHEF SR KESE
/ﬁjﬁﬁk/ﬁ%‘%“ EHENESE(HEER)
RARRYFEEMEEEEBRFRETNTE

+EEY

During the six-year cooperation
period, the Group shall have
investment right to at least two films
directed or co-directed by Mr. Chan,
up to a maximum of 60% of the
total investment amount in each of
Mr. Chan'’s production
EARFEERRN  AEEBEREBEEIM
*EEE@%EQ%%H@%Q%EE’J?E%&Q
# EeREBEREBHEREEERR
éf%&%ﬁﬁ’]éO%

The Group shall have priority
over others to purchase exclusive
global distribution licenses in new
media with respect to Mr. Chan’s
productions
REBEEBERMABEREEERZD
BB RIS EITII Al Z A

For those productions the Group
invested, the Group shall have the
right to decide regarding distribution
of the films to exclusive new media
platforms

HAEEDRENRE  RNEBKER
FTREES 2 BRMEB TS EHAE
1T

wong Kar Wai* | e

FRE

Dubbed a "movie poet”, renowned movie
director, producer and screenwriter Wong
Kar Wai won the “Best Director” title at the
Hong Kong Film Awards and the Golden
Horse Awards for the movie Days of Being
Wild (%] 7 1F 15)
NIEBEXFTAIZBHNHAEELEE  BEHE
Bl - EHBHNEL(MREF)REETEE
FTrERERKESERNFREEEER

He also won the “Best Director” Award
for Happy Together (& E®) at the 50th
Festival de Cannes

BHE(ENFBR)LEFOEEMNSEHxE

During the six-year cooperation
period, the Group has the right
to invest exclusively in a Chinese
internet drama series with 18
episodes in two seasons co-directed
and produced by Mr. Wong. The first
season will comprise 12 episodes
E/‘—\iéf’ﬁ,ﬁﬂﬁq R EESHEERA
A BENME 18K P XS R
%ﬁﬂmﬁéﬂxé% BEH12E

The Group has exclusive right to
distribute and sub-license the internet
drama series to and be shown on the
new media platforms globally for 10
years

AEEHEBET #E% - RBBHESE
FEmMERERERL RS R ZHEE
HBRETAIE  FHETSF

M Shareholder director
AR &R
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Director Background Cooperation Details
BE BEEN BERA
Zhang Xiaoling* | e Dubbed the “Godfather of Youth Films” | e During the six-year cooperation
(also known in the PRC, his love story movies have period, the Group has priority right
as Zhang enjoyed wide acclaims and among them over others to invest in at least two
Yibai) the 2016 production / Belonged to You (#¢ of Mr. Zhang's productions, with no
of g P R E) 2t R 3K 1B) brought in box office less than 55% of the total investment
(X&K—H) receipt of near RMB900 million, a record amount of each of the productions
among movies of its kind TERFEEERA - REEZHELERM
WELATEIFERHX]  HHENZHE AREZ D MEBR S EEm 2R - &
BEFHRNPBEKREFT HRZE—RF BEADREHREEEFRIREHLTEZ
BEEARMTON2EARB)ERNEERRA 55%
R #900,000,0007T ' BI THEZBEFHNE
B #h 48 8% . The Group has priority right to
purchase exclusive global distribution
. The box office receipts of films he directed licenses to new media of at least two
and produced totaled more than RMB2.8 of Mr. Zhang's productions
billion, putting him in the league of the REBZHEABEE DMEPRLEE
most commercially successful directors and mZERBRAEREITIAAZERN
producers in the PRC today
HMAEMEENELREESBBARE | o The Group has exclusive right to
2,800,000,0007T * Sy BB AT A EEE invest in two seasons of internet
MEBERERANEBERER 2 — drama series directed (or co-directed)
by Mr. Zhang
REBEZEHREENE (IEHEHE)
IR R R B 2 BRI E B
o The Group has been granted exclusive
global distribution rights of two
seasons of the internet drama series
directed (or co-directed) by Mr. Zhang
to new media
REBERKREERNE (KB E)
B R RPN AR B 2 RIRE R
BERTHE
o The Group has participation rights to
other productions of Mr. Zhang
AEEERRCEEMERZIRESH
1
. Us and Them (1& 2R By #: M) produced
by Mr. Zhang and directed by Rene Liu
will be released in the first half of this
year
HEFER R ENETAENEE
FCEROERMPDERSF L¥F Lk
& Shareholder director
’ IREREE

BEEREEEERLAA B EER
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CHAIRMAN'’S STATEMENT

E R

Director
EE

Background
BEBEN

Cooperation Details
EERE

Gu Changwei* | e
R &

He is one of the few Chinese members of
the Academy of Motion Picture Arts and
Sciences (AMPAS) and long-been hailed as
“the master cinematographer in Asia” and
subsequently became a director
BERERIVEBEARNMREZES - 2B TEM
E—RBTMI2E REENEEY

He directed a number of iconic movies
including Love for Life (&%), Peacock (fL
#), and shot Red Sorghum (#I=3R) and
Farewell To My Concubine (% E Bl 1),
winning accolades at many international
film festivals

PEZHMNEEY @ BRE(RE)  (FLER
BB SR R(HBIAE)  FHAREE
IS B TR R

During the six-year cooperation
period, the Group has exclusive right
to invest in two seasons of internet
drama series directed (or co-directed)
by Mr. Gu

EREGIEHA  ARE=ZHEEEHR
B(FBERE)NMERRRINZR
Bz BRIEER

The Group has exclusive global new
media distribution rights for these
internet drama series
AEEERBEIERBRIEHE 22
BRI

The Group has priority right to invest
in Mr. Gu's productions. The exact
amount of investment in each of
Mr. Gu's productions is to be agreed
between the Company and Mr. Gu
AREERBRELEICEBELEEIEM
Mo B—ELEEERABIRERER
RANAE BRI TE

The Group has the right to purchase
exclusive global distribution licenses
to new media for at least two
of Mr. Gu's productions and has
participation right to invest in other
productions
AEEZEREELOMBBELEFRY
EHBRIN RIS BT A 2 N TR
KREHMIERZ 2 g

Nice to Meet You (38 B R E 1) will be
released in the first quarter of 2018
(BRMETIBR_ZE—N\FE—=F
s

M Shareholder director
AR &R
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Achievement Awards from several
international film organizations
BRZABENMEZEE  CEZEABRKRER
iﬁ%ﬁﬁ%ﬂ%%ﬁz#ﬁj

. Directed 11 feature films, all nominated for
awards at the Berlin, Cannes and Venice
International Film Festivals. In 2013, A
Touch of Sin (X)¥7) won the award for
Best Screenplay at the 66th Festival de
Cannes
HEFNHMES 2AEABK  EH R
EHTEFE - Z2—=F (RFTE)EF66
EENEFEHRERE 2

o In 2015, he received the Carrosse d' Or at
the Festival de Cannes
—hF EEMNETMEREFAE LR
Erm?dufi BB

Director Background Cooperation Details
BE BEEN BERA
Chen Daming | e Mr. Chen studied screenwriting, directing | e During the six-year cooperation
NS and acting in the United States in the 1990s period, the Group has priority right
and had starred in a number of Hollywood over others to invest in at least three
movies. Many of the films he directed were of Mr. Chen’s productions
honored with international awards. He is ERFEERA - REEZHRELEN M
currently a visiting professor at the Beijing ABREZED=FRAEERZETR
Film Academy (3t REF EFL) and Vice
President of the Shanghai International | e The Group has exclusive rights to
School of Beijing Film Academy (dt R E # £ invest in two seasons of internet
bt L /BB Ek) drama series directed (or co-directed)
Fﬂ-i—iﬁi%lfﬁ%”ﬁ%ﬂ - BEMKRE by Mr. Chen
BDREZHNBEEEY  ARE 2 ZHER AEBEDREMAE (IBEHE)H
i’]ﬁ%lﬁl\ﬁ%% M A1 R E R B B R MERKRIERE 2 BRIEERE
BRIt REZ S BB EREIR K
o Payments (such as development
fund, film director fees and creative
member fees) will be agreed
separately for each of Mr. Chen’s
films and internet drama series
productions
ﬁ%?ﬁitﬁlﬁﬁ%&iﬁ%ﬁﬂ CR B RE
ZRR(PInFAEES BEXEEER
FEIAEBER) &2 AHE
Jia Zhangke . A distinguished international art-house | e The Group has exclusive or priority
j=¢=2o] director, he has received Lifetime investment right of at least three new

films directed by Mr. Jia in the six
years cooperation period
ERFEERRN  AEEESHELRE
HEZRD=HREXERNBERLE
TRER

° The Group has priority distribution
right and exclusive new media right of
the above new films
REBAES DAF B2 EmaE L
TTHERIEEBRE

o Ash is Purest White (L5 %) will be
released in the second half of 2018
CIHMRLZYEN T — \FTEF ik

BEEREEEERLAA B EER
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CHAIRMAN'’S STATEMENT
E R

Culture
PR R TR W R IES AR S BT
B EMNRET

Directed 11 feature films and nominated
eight times in the "Big Three" international
film festivals

HHBBENPBETERRE - NRXAB=ZKER
BRI REETT

In 2005, Shanghai Dreams (& 4L) won the
Jury Prize at the 58th Festival de Cannes
ZETRF (B EFREENETE
BN

Director Background Cooperation Details

8= BEEN BERA

Wang o A pioneer independent film director in the | e The Group has priority investment
Xiaoshuai PRC and recipient of the Ordre des Arts right in two productions (including

EaRAN ! et des Lettres from the French Minister of films and internet drama series)

Mr. Wang directed or produced during
the six years cooperation period
EREFEERAAN NEEESHESR
ERSNER M RER(BEE
¥ MERITHRE)NELERER

The Group has priority investment
right and priority global distribution
right of his new productions
REEKEZEETERNELEREENS
B REITHE

The Group has exclusive rights
to distribute and re-sell his new
productions in to new media
platforms worldwide
REEKEENIEMERIREHEBYT
ABERBITRLEEHE

Manfred Wong
Fxi&
(X EBXEH)

A veteran filmmaker in Hong Kong who
has directed, produced, and acted in films
and is also a screenwriter for films and TV
dramas

BEBEARETA  QEAETHE =3
EERTRRE S MM

Ventured into the film industry in the
early 1990s. Co-founded BoB & Partners
Company Limited (&ZEHREAR 2 A) in
the mid-90s, which had made more than 30
films including The Storm Riders (&%) and
the Young and Dangerous (& 2%/F) series
MNTERVFAREZEE  RATFERF
HEHEREREARAT - BR/EHEIA30EL
B BERAE)  (GRF)RINE

The film Roots and Branches (¥, 7, 514 1K)
he produced broke the box office receipt
record of domestic movies in the PRC in
2001 and had won awards at more than 10
film festivals

REER (MR BHHKI R —EE—F1T
WerRHEEEFEF4LH WETBRB+E
FERMEFEIE

Hong Kong's first producer to venture into
production of internet drama series. His
works included Feel 100% (& 7 & B &) and
20/30 Dictionary (55 2 5 #1), among others
EBEURAREESREA  ZEBRECE
PEBRE)R(ERFTR)EPEE S

During the three-year cooperation
period, the Group has priority right
over others to invest in at least four of
Mr. Wong's new films

E=F&1EHRN  AEEZHELENM
ANEEZ DS T EER 2T

Wizards in the Royal Palace, a comedy
about four princesses encounter
some sprites from outer space, will
be released at the end of 2018 or the
beginning of 2019

CIBE o 1B IR )BT AL SIS 1R Bl BAE
BBINERBESIERN —RIEBRE -
BR-ZZE—N\FEHKAFY L
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the Art Director of The Sorrow of Brook
Steppe (#E1EM B =) and Cell Phone (F
#) nominated two times for the “Best Art
Direction” Award at the Golden Rooster
Awards. He won the “Best Director” award
at the public TV Double Ten (KR & &+
=) for I'm Looking Forward to Being Loved
(hF A8 4F B 4 f¢ ) and his Five Star Hotel (&
B & KERJE) was named “TV Drama of the
Year” by Sina
BEZFNEENEGEHELR MO’
EEMIBENGRBEMB ) FCF#) o 5l &
EMETEEr U RREXNRIER B
B EFEGT BT EKEBE)MCEE R KRR
EYDRIEMEAXRERE HEREEFEEMN
FIRFEERE

Director Background Cooperation Details

BE BEEN BERA

Li Yang o Li Yang is a firm director in Mainland | e During the six-year cooperation

=15 China, good at making documentaries period, the Group shall obtain
of social phenomena and movies that exclusive right to invest in at least
portray real life stories. His work Blind three films directed by Mr. Li
Shaft (& #f) has won more than 30 awards, ERFEEERA - NEEBEREFTH
including the Silver Bear for Outstanding BRIL=—HELFRNBERIEER
Artistic Achievement at the 53th Berlin
International Film Festival . The Group shall have exclusive right
ERAMETBRTERR Rt eMBaEhs to broadcast on and re-sell to new
LRENEEFYHREAAEEFER - BRIE(H media platforms worldwide the
H) EREERSESTRESEDBEEMRBEERE productions it invested in
O H X BT B BUER AR BRI B = 18R fE Y AEERKEZEERENERER RS
N HEVTaBERENEREE®

Liu Xingang o With years of experience shooting movies | e During the six-year cooperation

2106l and TV drama series, Liu Xingang was period, the Group has exclusive

rights to invest in at least three films
directed by Mr. Liu

ERFEERAN - REEENEMAE
L =ZHMELIEMANBEBRRERE

o The Group has exclusive right to
broadcast on and re-sell to new
media platforms worldwide of the
productions it invested in
REBEZBEERENIERERIKRS K
BYaBRBENEREER

BEEREEEERLAA B EER
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MANAGEMENT DISCUSSION AND ANALYSIS

o BLE W B o i

BUSINESS AND OPERATION REVIEW

2017 was a year of cultivation for Huanxi Media. The Group
continued to implement its “content is king” strategy to bring a
wide variety of entertainment to different audiences. The Group
as main investor and producer of numbers of core films were
completed during the year. The Group also ventured into and
invested in internet drama series and filming have been started.
These drama series are expected to be released in coming two
years with promising results.

INVESTMENT IN FILM AND TV RIGHTS
BUSINESS

For the year ended 31 December 2017, investment in film and
TV rights business generated revenue of HK$52,772,000 (2016:
HK$5,073,000), which included the revenue from new media
broadcasting right of Brotherhood of Blades II: The Infernal
Battlefield (@& ]Il » {£7&815). Segmental loss decreased from
HK$1,191,294,000 in 2016 to HK$18,716,000 during the year under
review. The decrease of segmental loss was mainly because the
absence of share-based payments during the year under review
(2016: HK$1,120,472,000).

During the year under review, the films in production stage
included Nice to Meet You (R {RE4T), directed by Mr. Gu
Changwei; Us and Them (1%2K&)F 1), the directorial debut of
famous Taiwanese singer Ms. Rene Liu; Ash Is Purest White
(L5 %) directed by Mr. Jia Zhangke; Wizards in the Royal
Palace ({63 e 1%1%), directed by Mr. Manfred Wong, Dying to
Survive (F-~2&%%48), which co-produced by Mr. Xu Zheng and
Mr. Ning Hao, featuring Mr. Xu Zheng in the leading role and
directed by Mr. Wen Muye; and Crazy Alien (JAERIINE A)
directed by Mr. Ning Hao. The Group expects them generating
handsome returns subsequently.

In addition, several internet drama series are currently under
production. The 13-episode internet drama series Sex and Stocks
(I EEE), directed by Mr. Gu Changwei, will be broadcasted in
the second half of this year or first half of next year. The internet
drama series directed by Mr. Zhang Yibai, Mr. Jia Zhangke and
Mr. Wong Kar Wai individually are likely to greet audiences in the
second half of this year.

HUANXI MEDIA GROUP LIMITED Annual Report 2017

EBOEREERDRE
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WS ANHITF

EXRERBRERERXK

HE-_Z—+F+-_A=Z=+—BLFE BE¥
BAR B IR IR & F 7 8215 W s A 1552,772,000
JT(ZZF— /N4 : #5,073,0007T) © BIEK A E
FIN e SHEEIG) FTIFEHEMRBENWE - BRE
BEFRATEURDAER AR (ZZE—XF:
75 #1,120,472,0007T) - D HEIEHR =T — X
FHEH1,191,294,000t WE ZE R B F AR B
18,716,0007T °

EX S EH BEREZENCEAMFRET) 8EF
BERFHEFRERZ BLAFECGRERNEAN) - A
ERMEENCOIARL)  XEEEN(RE « 1%
%) BREFREBEEBAER  RFEREREXRE
BRI RES)  BERENRENINEA)
HERIBFRNEARERE - BRAAREREMRN
EFERATH -
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MANAGEMENT DISCUSSION AND ANALYSIS
o PR W) B o b

The Group continued to explore opportunities to cooperate with
internationally famed directors during the year. The Group signed
a cooperation agreement with prominent Chinese film director
Mr. Wang Xiaoshuai and Dongchun Films Co., Limited, pursuant to
which the Group is given priority right during the six-year cooperation
period to invest in and globally distribute two productions (including
film and internet film and drama series) directed or produced
by Mr. Wang. In addition, the Group also has exclusive rights to
distribute and resell the new productions to global new media
platforms.

The Group also made certain progress on the new media online video
platform. The new media online video platform “huanxi.com” (&x
= EM), which was developed by the Group by taking reference of
its partners’ business model, is in trial run stage and currently has
close to 200,000 registered users. Distinguished from conventional
database-supported online platforms in the market, “huanxi.com” (&x
=B/ offers selected movies on a membership basis. It selects and
recommends quality movies to members. The platform is expected to
be officially launched in the second half of this year.

PROPERTY AGENCY BUSINESS

For the year ended 31 December 2017, the Group’s property agency
business recorded revenue of HK$437,000 (2016: HK$11,039,000) and
segmental loss of HK$143,000 (2016: HK$1,193,000). The segment
shrank mainly because the management has allocated more
resources to media, entertainment and related businesses, which are
the Group’s major future growth drivers.

SECURITIES TRADING AND INVESTMENTS
BUSINESS

For the year ended 31 December 2017, the Group’s securities
trading and investments business recorded a segmental profit of
HK$4,182,000 (2016. segmental loss of HK$2,816,000) which was
generated from the gain on disposal of securities and investments.

19

AEBNFREEYEERRNEERSEN
e AREEGEEZRERTPMRLEF(L
B)EEBRARAEREIEHZ - AKEREN
FRENA BESHT/ ) MEERERERHY
MEEREm(BREY BB RINERE) K
BERERMEZRELBTE - ARK  ~AKE
HEBMEMEZRENREFEBRETR
REBER-

AEBENAEBERERT A0 ETRGREEER
MERR - B ARKBEERE R & ERHMFEERH
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BBERA BREAEO0EMAPER -
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[BEER]ITHIBEEFZNEEEH E5H
FEHENEBEEENERER - BAFES
THFERHIAEEARAFAL@ -

MERE R

HE-_Z—+tF+-_A=Z+—HLEFE &£
EMMEREBEBSESUERSHBEES A
75 #437,0007T (=& — 754 - 511,039,000
L) RAEE143,000t (ZE—RF B
1,193,0007T) - WWHBHRER LT EHNEE
[EREEHEE REKEEEBBEERNEERR
RIERB ) WABTELZERNZEEBLL -

HEEERRERK

HE-_T—+tF+_A=+—HILLEE XK
EENBLFEERREEBHEB AT A
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2,816,0007T) ' FEZHREEFFRIKE 2K
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MANAGEMENT DISCUSSION AND ANALYSIS

o BLE W B o i

FINANCIAL REVIEW
Review of Results

For the year ended 31 December 2017, the Group recorded
revenue of HK$53,209,000 (2016: HK$16,112,000) and net loss
attributable to owners of the Company of HK$95,159,000 (2016:
HK$1,253,745,000). The loss was principally due to the absence of
prominent movie release to generate sufficient revenue to cover
the costs and expenses.

For the year ended 31 December 2017, selling and distribution
costs were HK$549,000 (2016: HK$12,112,000). The decrease was
mainly due to the absence of expenses incurred in relation to
planning and promotion of significant film and TV business.

Administrative expenses were HK$97,914,000 for the year ended
31 December 2017 (2016: HK$110,332,000). The decrease was
primarily due to the decrease of legal and professional fee.

For the year ended 31 December 2017, loss per share of the
Group amounted to HK$0.03 (2016: HK$0.51) and net asset value
per share attributable to owners of the Company was HK$0.29
(2016: HK$0.30).

LIQUIDITY AND FINANCIAL RESOURCES

The Group's capital expenditure, daily operations and investments
are mainly funded by cash generated from its operations and
borrowings. As at 31 December 2017, the Group had net current
assets of HK$329,083,000 (2016: HK$575,603,000), with bank
balances and cash of HK$39,169,000 (2016: HK$309,062,000). As at
31 December 2017, the total equity of the Company amounted to
HK$792,167,000 (2016: HK$826,911,000) with total borrowings of
HK$197,500,000 (2016: nil). The Group’s gearing ratio, expressed
as the percentage of total borrowings over total capital, was 0.20
(2016: zero) as at 31 December 2017. Total capital is calculated as
total equity plus total borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS

o B Wt e Bl g

CAPITAL STRUCTURE

As at 31 December 2017 and 31 December 2016, the Company
had 2,768,055,408 ordinary shares of HK$0.01 each in issue (the
“Share” or “Shares”).

CHARGES ON ASSETS

As at 31 December 2017, the Group did not have any charge of
assets (2016: the Group’s short-term payable of RMB100,000,000
(equivalent approximately to HK$111,161,000) was secured by a
deposit of HK$111,161,000).

FOREIGN EXCHANGE EXPOSURE

The Group's cash flow from operations, cash on hand and
assets are denominated mainly in Hong Kong dollars, US
dollars and Renminbi. Although most of the production costs
and management fees are denominated in Renminbi, foreign
currencies are needed for many investment opportunities
and cooperation plans with mainland China and overseas film
companies. The Group will continue to monitor its capital needs
closely and take appropriate measures to minimize any adverse
impact of exchange rate fluctuation on its overall financial status
and lower the Group's financial risks.

RISK MANAGEMENT

During the year under review, the Group regularly reviewed the
risk and credit control systems of its profit centers to improve
those systems overall and mitigate credit risk. There have been no
significant changes in the Group’s risk management policy since
the year-end date last year.

BERRE
R-B—tF+-A=+-BR-F—AF+=

A=+—H » &NRX7H2,768,055,4080% &A% @ &5
0.0 B B{TE ARG, (THRHB]) -

RZZE—tFF+A=+—0  AEETELAK
BEE(ZZ—AF A5EZRHENRARE
100,000,0007T (8 & M 4978 #111,161,0007T) B —
EH%111,161,0007T 2 & EIKH) ©

& AR

AEEMEEXRBNRER HENREMNEEE
ZLBE RTRARBHE - #AKE D BEK
AMERBUAARBHE  EREZREHGMED
B A Mo oMt A R A ERH 81D F 2 & A S
¥ AEESRBTYEREATE AR HEM
ERRBHHBERUBURRNTZEUARBREAEE
H B 7 LB

= B & FE

REIBEFER - ANEEEE 8 FE T 08 E R
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MANAGEMENT DISCUSSION AND ANALYSIS

o B Wt e B g

CONTINGENT LIABILITIES

As at 31 December 2017, the Group had no significant contingent
liabilities (2016: a litigation which the decision was issued
by the court in November 2016 and recoverable amount of
RMB10,875,000 (equivalent to approximately HK$12,089,000) was
received by the Group in January 2017).

EMPLOYEES AND REMUNERATION POLICIES

The Group firmly believes high-caliber people are the most
valuable asset of a corporation. The Group thus places
great attention on attracting and nurturing talent. It has kept
optimizing its staff structure to match its development strategy
and business needs. As at 31 December 2017, the Group had
73 employees (2016: 55) and 1 agent (2016: 3). It hired more
employees during the year under review to support the expanding
of its media, entertainment and related businesses, and the
decrease in number of agents was from downsizing of property
agency business, as well as the Group shifting in focus on the
high-growth media and entertainment market. The Group has in
place well-designed remuneration management and incentive
mechanisms, with employees remunerated based on their
positions and work performance, along with industry trends.

MATERIAL INVESTMENTS

Saved as the investments to the film and TV rights set out in note
20 to the consolidated financial statements, the Group had no
material investments during the year under review.

FUTURE PLANS FOR MATERIAL
INVESTMENTS

The Group is seeking for investment opportunities, including
but not limited to, in the media and entertainment and related
businesses in order to expand the source of income and
prospects of the Group.
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BIOGRAPHICAL DETAILS OF DIRECTORS
o

Set out below are the biographical details of the directors of the
Company (the “Directors”) as at the date of this annual report:

EXECUTIVE DIRECTORS
Mr. Dong Ping (“Mr. Dong")

Mr. Dong, aged 56, was appointed as an executive Director
on 2 September 2015, redesignated as the chairman (the
“Chairman”) of the board of Directors (the “Board”) on 15 January
2016 and is also a member of remuneration committee and a
member of nomination committee of the Company. Mr. Dong
is also director of a number of subsidiaries of the Company.
Mr. Dong has extensive experience, knowledge and connection
in investment and operation of Chinese media, advertisement,
satellite TV, film productions and media fields and was the former
chairman of ChinaVision Media Group Limited (now known as
Alibaba Pictures Group Limited), a company listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (stock code: 1060). Mr. Dong has been the principal
investor, producer and co-producer of various internationally
renowned films, including Crouching Tiger Hidden Dragon
CEAFR#EBE) (directed by Mr. Ang Lee (Z=%)), Devils on the Doorstep
(RFH T (directed by Mr. Jiang Wen (X)), Peacock (L&)
(directed by Mr. Gu Changwei (B8 &), Let the Bullets Fly
(G FEM) (directed by Mr. Jiang Wen (% X)), Journey to
the West: Conquering the Demons (3% o (% E &) (directed
by Mr. Stephen Chow (& £ ), Dearest {3 & &) (directed
by Mr. Chan Ho Sun Peter (Ff A] 3)) and Breakup Buddies
(O TERE FY) (directed by Mr. Ning Hao). Some of these films
have won numerous major awards in both domestic and
overseas film festival. From August 2003 to April 2005, Mr. Dong
was the president of Asian Union Film and Media. Between
31 May 2005 and 11 January 2008, Mr. Dong was appointed as
an executive director of Asian Union New Media (Group) Limited
(now known as Huayi Tencent Entertainment Co. Ltd.), a company
listed on the Main Board of the Stock Exchange (stock code: 419),
and was the chairman of the board of directors from 12 May 2006
to 11 January 2008.
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As at the date of this report, Mr. Dong was deemed to be interested
in 1,435,794,354 Shares (being 461,711,082 Shares held by Newwood
Investments Limited (“Newwood”), 92,342,216 Shares held by
Numerous Joy Limited (“Numerous Joy"), 4,490,000 Shares held by
Mr. Dong, 438,625,528 Shares held by Pacific Wits Limited (“Pacific
Wits") and 438,625,528 Shares held by Tairong Holdings Limited
("Tairong”)) within the meaning of Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the
"SFQO"). Please refer to the section "Directors’ Interests in Securities”
in the Directors’ Report of this annual report for details.

Mr. Xiang Shaokun, Steven (“Mr. Xiang")

Mr. Xiang, aged 55, was appointed as an executive Director on
2 September 2015 and the Chief Executive Officer of the Group
on 18 September 2015. Mr. Xiang is also director of a number of
subsidiaries of the Group. Mr. Xiang was a partner of Weil, Gotshal
& Manges LLP, an international law firm, where he has led its China
practice since 2004. Previously, Mr. Xiang was a partner in the
Shanghai office of Clifford Chance, an international law firm from
2002 to 2004. A specialist in mergers and acquisitions, Mr. Xiang
has acted as the principal counsel in many significant transactions
including representing Lenovo Group Limited in its acquisition of
IBM’s global personal computer business. He holds a degree of
juris doctor from Vanderbilt University School of Law, U.S.A. and a
Bachelor of Arts from Beijing University of International Relations.
Mr. Xiang is licensed to practice law in New York and in Hong Kong.
Mr. Xiang has been consistently ranked as one of the top mergers
and acquisitions lawyers by Chambers.
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NON-EXECUTIVE DIRECTORS
Mr. Ning Hao (“Mr. Ning")

Mr. Ning, aged 40, was appointed as a non-executive Director on
2 September 2015. Mr. Ning majored in photography and obtained
a bachelor degree from Beijing Film Academy (1t RS 5 £ F7),
PRC, in 2003. Mr. Ning is a film director and screenwriter who
has directed seven films between 2003 and 2014, which were
engraved with his unique personal style and won international
acclaim. All of Mr. Ning's films have achieved strong investment
returns. His directorial debut /ncense (& X ) (2003) and his
second film Mongolian Ping Pong {4k &) (2004) were nominated
in more than 50 international film festivals, including the Berlin
Film Festival, Locarno Festival and the Hong Kong International
Film Festival. Among these, /ncense won the Grand Prize at the
Fourth Tokyo FILMeX Festival in 2003 and the Golden Prize (Asian
Digital Films) at the 28th Hong Kong International Film Festival in
2004. In 2006, Mr. Ning directed his small budget film Crazy Stone
CAER AT, which won the Taiwan Golden Horse Awards (&
4 55 #%) for the Best Original Screenplay. Crazy Racer {Ja i
AEE ) (2009), which was wrote and directed by Mr. Ning, was
produced for an investment of only RMB10 million and achieved
over RMB100 million at the box office. In 2013, Mr. Ning directed
No Man’s Land {#& A& ), which won the Annual Tribute Movie by
One Hundred Media (B R{EBE 4 E B E 52) at the 14th Chinese
Film Media Awards GEREE S {EE A ). Mr. Ning also directed
the huge box office hit Breakup Buddies {.UxTE# H) (2014) which
grossed RMB1,169 million at the PRC box office and became the
highest grossing-domestic Chinese film of the year.

As at the date of this report, Mr. Ning was deemed to be
interested in 1,435,794,354 Shares (being 461,711,082 Shares held
by Newwood, 92,342,216 Shares held by Numerous Joy, 4,490,000
Shares held by Mr. Dong, 438,625,528 Shares held by Pacific Wits
and 438,625,528 Shares held by Tairong) within the meaning of
Part XV of the SFO. Please refer to the section “Directors’ Interests
in Securities” in the Directors’ Report of this annual report for
details.
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Mr. Xu Zheng (“Mr. Xu”)

Mr. Xu, aged 45, was appointed as a non-executive Director on 2
September 2015. Mr. Xu graduated with a bachelor degree from
Shanghai Theatre Academy (L& B &I 2 8t), PRC, in 1994. Mr. Xu
is an actor, director, screenwriter and producer. He started his
career as an actor in the 1990s. Mr. Xu rose to national stardom in
2000 with the TV series Sunny Piggy{F& Yt /& 8% )\, followed
by other successful TV dramas such as L/ Wei the Magistrate
(CEHEE )(2002). Mr. Xu then focused more on films, starring in
comedies Call for Love (B I1EM Y7 )(2007) and Call for Love
I CEIBW N ER2) (2008), Lost on Journey { A TE B &) (2010),
No Man’s Land {# A[&)(2013) (for which he was awarded the
best lead actor by the China Film Directors’ Guild (FEEF &
SEWE) in 2014) and the huge box office hit Breakup Buddies
COTERS H)(2014) and Lost in Hong Kong{i&E ) (2015). In 2012,
his directorial debut Lost in Thailand ¢ NEBB#% 2 Z=H ) (a road trip
comedy) which he also wrote, produced and starred in, earned
over USD200 million and became the highest-grossing domestic
Chinese film ever. In 2014, he produced and starred in The Great
Hypnotist{f& 8% X&) (@ suspense thriller film), which achieved
groundbreaking box-office success and a great reputation in the
Chinese suspense thriller film market.

As at the date of this report, Mr. Xu was deemed to be interested
in 1,435,794,354 Shares (being 461,711,082 Shares held by
Newwood, 92,342,216 Shares held by Numerous Joy, 4,490,000
Shares held by Mr. Dong, 438,625,528 Shares held by Pacific Wits
and 438,625,528 Shares held by Tairong) within the meaning of
Part XV of the SFO. Please refer to the section “Directors’ Interests
in Securities” in the Directors’ Report of this annual report for
details.
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Mr. Gao zZhikai (“Mr. Gao")

Mr. Gao, aged 56, was appointed as a non-executive Director
on 2 September 2015. Mr. Gao was appointed as a member of
the audit committee of the Company on 30 September 2016.
Mr. Gao is the vice chairman of Sino-Europe United Investment
Corporation. Mr. Gao has extensive experience, knowledge and
professional expertise in law, investment banking, venture capital
and private equity, and corporate management. In the 1980s,
Mr. Gao was an English interpreter for the Second Generation of
Chinese leaders, including Mr. Deng Xiaoping, and also worked
with the United Nations Secretariat in New York City. Mr. Gao’s
main working experience since graduating from Yale Law School
in 1993 with a Juris Doctor degree included working as a lawyer
with the New York City-headquartered law firm, Milbank, Tweed,
Hadley & McCloy, as an investment banker with Morgan Stanley
and its joint venture investment bank in China, China International
Capital Corporation, as the China Policy Advisor with the
Securities and Futures Commission, and with major corporations
including PCCW Limited, Henderson Land Development Company
Limited and China National Offshore Qil Corporation (“CNOOC").
At CNOOC, Mr. Gao was a senior vice president, general counsel,
company secretary, and a member of the CNOOC's Investment
Committee, and a director of CNOOC International, the holding
company for all the overseas operating assets of CNOOC. Mr. Gao
was the first secretary general of China Private Equity Association
(which was subsequently renamed China Association of Private
Equity). Mr. Gao was also an executive vice president, managing
director and co-chairman of China at Daiwa Capital Markets Hong
Kong Limited. Over the past two decades, Mr. Gao has extensive
experience as a director and/or advisor to major corporations,
both in China and internationally, including a number of Fortune
500 companies. At present, Mr. Gao is a member of the Global
Council of Asia Society, a member of the International Advisory
Board of the Brookings Doha Energy Forum, a member of the
International Advisory Board of the Energy Intelligence Group, the
chairman of China Energy Security Institute, and a member or an
advisor at a number of other non-profit and charity organizations.
Mr. Gao has a Bachelor of Arts degree in English Literature from
Soochow University, a Master of Arts degree in English Literature
from Beijing Foreign Studies University, a Master of Arts degree in
Political Science from the Graduate School of Yale University, and
a Juris Doctor degree from Yale Law School. Mr. Gao is licensed as
an attorney-at-law in the State of New York of the United States of
America.
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With effect from 31 May 2017, Mr. Gao has been appointed as an
independent non-executive director of Baytacare Pharmaceutical
Co., Ltd., the shares of which are listed on the Growth Enterprise
Market of the Stock Exchange (Stock Code: 8197). With effect
from 18 July 2016, Mr. Gao has been appointed as an independent
non-executive director of E-Commodities Holdings Limited,
the shares of which are listed on the main board of the Stock
Exchange (stock code: 1733).

As at the date of this report, Mr. Gao was deemed to be interested
in 46,171,108 Shares (being 46,171,108 Shares held by Dayunmony
Investment Corporation) within the meaning of Part XV of the SFO.
Please refer to the section “Directors’ Interests in Securities” in
the Directors’ Report of this annual report for details.

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Su Tuong Sing, David (“Mr. Su”)

Mr. Su, aged 46, was appointed as an independent non-executive
Director on 2 September 2015. Mr. Su is also the chairman of
the remuneration committee, the chairman of the nomination
committee and a member of the audit committee of the Company.
Mr. Su is a managing partner at Matrix Partners China, a venture
capital firm specializing in early and growth stage investments
and focused primarily on internet, mobile, software and medical
technology investments. Mr. Su, through Matrix Partners China
and other investment vehicles, has been investing in China for
the past 15 years and his investments include Baidu Inc. (NASDAQ
Symbol: BIDU), China Kanghui Holdings Inc. (NYSE Symbol: KH),
AAC Technologies Holdings Inc. (stock code: 2018), Bona Film
Group Limited (NASDAQ Symbol: BONA), DiDi-Kuaidi, Shanghai
Kingnet Technology Co. Ltd, and Reach Surgical, Inc.. Prior to
joining Matrix Partners China, Mr. Su was a co-founder and
general partner of TDF Capital and KPCB China Fund, both of
which are venture capital firms specializing in early and growth
stage investments. Prior to joining the venture capital industry,
Mr. Su worked at Lotus Development, IBM Software Company
for seven years and he had made significant contributions to
Lotus’s overall software and services business in the Greater
China region. Mr. Su started his career at Port of Singapore
Authority, responsible for information system development and
management. Mr. Su graduated from Nanyang Technological
University with a Bachelor Degree in Computer Engineering.
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Mr. Li Xiaolong (“Mr. Li")

Mr. Li, aged 52, was appointed as an independent non-executive
Director on 2 September 2015. Mr. Li is a member of the
remuneration committee and a member of the nomination
committee of the Company. Mr. Li has more than 20 years
of experience in the industry of information technology and
telecommunications. He is the founder and chairman of Net 263
Ltd. (Shenzhen Stock Exchange Code: 002467), a company based
in Beijing and which provides integrated communication services
for medium-and small-sized enterprises and professionals. Since
September 2004, Mr. Li was the director and general manager
of Net 263 Ltd., and since August 2006, the director of Net 263
Ltd. He was an independent director at E-Commerce China
Dangdang Inc. (NYSE Symbol: DANG) from December 2010 to
October 2016, and an independent director at Kongzhong Corp.
(NASDAQ Symbol: KZ) from 2012 to May 2017. Mr. Li studied
Computer Science at Beijing Industry University. Mr. Li attended
the undergraduate program in software engineering in Beijing
University of Technology. In January 2013, Mr. Li was appointed as
a committee member of the telecommunications and economic
experts of the Ministry of Industry and Information Technology.

Mr. Wong Tak Chuen (“Mr. Wong")

Mr. Wong, aged 53, joined the Company as an independent
non-executive director on 10 April 2014. Mr. Wong is the
chairman of the audit committee. Mr. Wong is a fellow member
of both Hong Kong Institute of Certified Public Accountants and
Association of Chartered Certified Accountants in the United
Kingdom, as well as a member of the Institute of Chartered
Accountants in England and Wales. He has over 20 years of
experience in auditing, financial management, mergers and
acquisitions gained from certain senior finance related positions in
an international accounting firm in Hong Kong, companies listed in
Hong Kong and a company listed in the United States of America.
He is currently the chief financial officer of a public company in
Hong Kong and a company listed on the GEM Board of the Stock
Exchange. Mr. Wong has been (i) an independent non-executive
director of Eternity Investment Limited (stock code: 764, a
company listed on the Main Board of the Stock Exchange) since
7 November 2011; (ii) an independent non-executive director of
Man Sang International Limited (stock code: 938, a company listed
on the Main Board of the Stock Exchange) since 12 July 2016, and
(iii) an independent non-executive director of China Healthwise
Holdings Limited (stock code: 348, a company listed on the Main
Board of the Stock Exchange) since 11 October 2016.
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DIRECTORS’ REPORT
B3

The Directors present their report together with the audited
financial statements of the Group for the year ended 31 December
2017.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and its
subsidiaries are principally engaged in media and entertainment
and related businesses, provision of property agency and related
services, and securities trading and investments.

Details of the activities of the principal subsidiaries are set out in
note 42 to the consolidated financial statements. An analysis of
revenue and results by principal activities of the Group are set out
in note 7 to the consolidated financial statements.

RESULTS AND DIVIDENDS

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 of this annual report on page 86.

The Directors do not recommend the payment of a final dividend
for the year ended 31 December 2017.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of
the Group for the last five years is set out on page 192 of the
annual report. This summary does not form part of the audited
consolidated financial statements.

SHARE CAPITAL OF THE COMPANY

Details of the ordinary shares issued by the Company in 2017 and
details of movement in the share capital of the Company in 2017
are set out in note 30 to the consolidated financial statements.
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SHARE OPTIONS

Pursuant to a resolution passed at the annual general meeting
held on 17 June 2014, the Company’s shareholders approved
adoption of a share option scheme which will remain in force for a
period of 10 years from the effective date of its adoption.

Particulars of the share option scheme of the Company are set
out in note 38 to the consolidated financial statements. There
were no outstanding share options as at 31 December 2016 and
31 December 2017 and no share options were granted, exercised,
cancelled or lapsed during the year ended 31 December 2017.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during
the year under review.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company'’s bye-laws (the “Bye-laws”) or the laws of Bermuda
which would oblige the Company to offer new shares on a
pro-rata basis to existing shareholders.

RESERVES

Details of the movements in the reserves of the Group and
the Company during the year are set out in the consolidated
statement of changes in equity on page 88 and note 31 to
the consolidated financial statements of this annual report
respectively.

DISTRIBUTABLE RESERVE

Details of the distributable reserve of the Company as at 31
December 2017 are set out in note 31 to the consolidated financial
statements.

As at 31 December 2017, the Company did not have distributable
profit to shareholders (2016: nil).
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BUSINESS REVIEW

A review of the business performance of the Group during 2017 using
financial key performance indicators and discussion on the important
events affecting the Group since the end of 2017 and the Group's
future business development that the Group may be facing are
provided in the Chairman’s Statement and Management Discussion
and Analysis of this annual report, the discussions thereof form part
of this Directors’ Report.

Discussions on the Group's environmental policies, relationships
with its key stakeholders and compliance with relevant laws and
regulations which have significant impact on the Group are set out
below in the Directors’ Report of this annual report. Please also refer
to the Environmental, Social and Governance Report for the Group’s
policies in this regard.

PRINCIPAL RISKS AND UNCERTAINTIES

The following are the principal risks and uncertainties facing the
Group as required to be disclosed pursuant to the Companies
Ordinance (Chapter 622 of the laws of Hong Kong) and are in
addition to the matters referred to in the Chairman’s Statement and
Management Discussion and Analysis of this annual report.

1. OPERATIONAL RISK

In respect of the risk factor relating to the Group’s media and
entertainment businesses, as set out in the Company's circular
dated 5 August 2015, given that the Company will invest in a
limited number of films, the success or failure of these films
could have a significant impact on the Company’s results
of operations in both the year of release and in the future.
Besides, the film industry is fragmented and highly competitive,
the number of films invested by competitors may create an
oversupply of films in the market. Further, unauthorised copying
and piracy are prevalent in the PRC and other countries in Asia,
whose legal systems may make it difficult for the Company to
enforce its intellectual property rights.
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In 2015, the Group signed several agreements to invest
in films, including two exclusive service agreements with
renowned directors, Mr. Ning Hao (“Mr. Ning”) and Mr. Xu
Zheng (“Mr. Xu"), who became the Company’s shareholders
and non-executive Directors. Under the terms of the service
agreements, they are required to produce one to two
films every three years by 31 December 2020, which can
considerably enhance the Group's capabilities in film content
creation and development. Mr. Dong Ping (“Mr. Dong"),
Mr. Ning and Mr. Xu have extensive experience, strong
expertise and a wide business network in the media and
entertainment industry. Mr. Dong, the Company’s substantial
shareholder and the Chairman of the Board, has extensive
experience, knowledge and connection in investment and
operation of Chinese media, advertisement, satellite TV, film
productions and media fields, whilst Mr. Ning and Mr. Xu
are prestigious and successful directors and actors in the
PRC movie industry. Please refer to “Biographical Details of
Directors” in this annual report for the biographical details of
Mr. Dong, Mr. Ning and Mr. Xu.

On 1 June 2016, the Group entered into two cooperation
agreements with Mr. Chan Ho Sun Peter and Master
China Films Limited (a company indirectly wholly-owned
by Mr. Wong Kar Wai) respectively, pursuant to which
each of Mr. Chan Ho Sun Peter and Master China Films
Limited has conditionally agreed to provide to the Group
with certain services, and investment and other rights,
relating to film and media productions as set forth in the
relevant agreements. Further, on 6 December 2016, the
Group entered into two cooperation agreements with
Mr. Gu Changwei and Mr. Zhang Xiaoling (also known as
Zhang Yibai) respectively, pursuant to which each of Mr. Gu
Changwei and Mr. Zhang Xiaoling has conditionally agreed to
provide to the Group with certain services, and investment
and other rights, relating to film and internet drama series
productions as set forth in the relevant agreements.

Given the above, the Directors are of the view that the
participation of Mr. Dong, Mr. Ning, Mr. Xu, Mr. Chan Ho Sun
Peter, Mr. Wong Kar Wai, Mr. Gu Changwei and Mr. Zhang
Xiaoling in the Group and through cooperation with them
would be instrumental in the Company’s development in the
media and entertainment industry and could migrate the
risk.
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2. FINANCIAL RISKS

Details of the Group’s financial risks relating to the
operations of the Group include market risk (including
foreign currency risk, interest rate risk and equity and other
price risk), credit risk and liquidity risk are set out in note 33
to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during the year are set out in note 17 to the consolidated
financial statements.

BOARD OF DIRECTORS

The Directors during 2017 and up to the date of the annual report
were:

Executive Directors
Mr. Dong Ping (Chairman)
Mr. Xiang Shaokun, Steven (Chief Executive Officer)

Non-executive Directors
Mr. Ning Hao

Mr. Xu Zheng

Mr. Gao Zhikai

Independent non-executive Directors
Mr. Su Tuong Sing, David

Mr. Li Xiaolong

Mr. Wong Tak Chuen

In accordance with bye-law 99 of the Bye-laws, Mr. Su Tuong Sing,
David, Mr. Li Xiaolong and Mr. Wong Tak Chuen shall retire by
rotation at the forthcoming annual general meeting. Each of them,
being eligible, offer themselves for re-election at the forthcoming
annual general meeting.

Brief biographical particulars of the existing Directors are set out
in the "Biographical Details of Directors” of this annual report.
Directors’ other particulars are contained in this report and
elsewhere in this annual report.
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DIRECTORS’ SERVICE CONTRACTS

No Directors being proposed for re-election at the forthcoming
annual general meeting of the Company has a service contract
with the Company or any of its subsidiaries which is not
determinable by the employing company within one year without
payment of compensation (other than statutory compensation).

The existing Directors including the executive Directors, the
non-executive Directors and independent non-executive Directors
are for a term of 2 years (except Mr. Xiang Shaokun, Steven, an
executive Director and the Chief Executive Officer of the Group,
there is no specific term or proposed length of services for
Mr. Xiang's appointment). All of the existing Directors shall be
subject to retirement by rotation and re-election in accordance
with the Bye-laws and the Rules Governing the Listing of Securities
(the “Listing Rules”) on the Stock Exchange.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover
for Directors’ and officers’ liabilities in respect of legal actions
against its Directors and senior management arising out of
corporate activities. The permitted indemnity provision is in force
for the benefit of the Directors as required by section 470 of the
Companies Ordinance (Chapter 622 of the laws of Hong Kong)
when the Directors’ Report prepared by the Directors is approved
in accordance with section 391(1)(a) of the Companies Ordinance.

INDEPENDENCE OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

The Company has received, from each of the independent
non-executive Directors an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules and considers all of the
independent non-executive Directors are independent.
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DIRECTORS' INTERESTS IN SECURITIES

As at

31 December 2017, the interests and short positions of each

Director and chief executive in the shares, underlying shares and
debentures of the Company or any of its associated corporations

(withi

n the meaning of Part XV of the SFO), as recorded in the

register required to be kept by the Company pursuant to Section
352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to Part XV of the SFO or the Model Code
for Securities Transactions by Directors of Listed Issuers (the
“Model Code") under the Listing Rules, or known to the Company,

were

as follows:

Long Positions in the Ordinary Shares of
HK$0.01 Each of the Company

EECESFER

R-F—tF+-_A=+—H SEZRTHEH
RARBHEERBEREE (EERFHRBMEHK
FISEXVER) 2 B fp ~ R D R EEEZEF - AN
REGRERIRERE 7 R ERDIE352GEF 2 E
rCfft 2 et ROR B - HIRBRE ST G RHIEXV
MAETRAUAZ ETBTAEZTETESFRZH
FRESTA(RETHD ARTAEARNRR IR
PR A RRIE B 2 e LORBIMT

ARBEBREERB0VITZEERZH
B

Approximate
percentage of the

Number of Shares issued Shares

HE#RTRSG

Name of Directors EEHR igvig= g BRBEDE

Mr. Dong Ping ER T 1,435,794,354 (Note 1) 51.87%
(PfF=E1)

Mr. Ning Hao o e 1,435,794,354 (Note 2) 51.87%
(HMt3E2)

Mr. Xu Zheng (e Y 1,435,794,354 (Note 3) 51.87%
(PR EE3)

Mr. Gao Zhikai sl A 46,171,108 (Note 4) 1.67%
(Pt 7%4)

Notes: T

1. These Shares include Shares held by Newwood Investments Limited 1. #% % Bk 5 B #& ENewwood Investments Limited

HUANXI MEDIA GROUP LIMITED

(“Newwood”) as to 461,711,082 Shares and Numerous Joy Limited
(“Numerous Joy") as to 92,342,216 Shares, both of which are companies
incorporated in the British Virgin Islands with limited liability and
ultimately wholly owned by Mr. Dong Ping. Mr. Dong Ping also personally
holds 4,490,000 Shares. On 14 April 2015, Mr. Dong Ping, Newwood,
Pacific Wits Limited (“Pacific Wits"), Mr. Ning Hao, Tairong Holdings
Limited (“Tairong”) and Mr. Xu Zheng entered into a shareholders
agreement (the “Shareholders Agreement”), which sets forth certain
rights and obligations of each of the parties in respect of the governance
of the Company following completion of the subscription for new
shares in the Company pursuant to a subscription agreement dated
14 April 2015, details of which are set out in the Company’s circular
dated 5 August 2015. As Mr. Dong Ping and Newwood are parties to
the Shareholders Agreement, Mr. Dong Ping is therefore deemed to be
interested in all the Shares in which Newwood, Pacific Wits and Tairong
are interested by virtue of section 317 of the SFO and Newwood is
therefore deemed to be interested in all the Shares in which Mr. Dong
Ping, Pacific Wits and Tairong are interested by virtue of section 317 of
the SFO.

Annual Report 2017
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2. These Shares include 438,625,528 Shares held by Pacific Wits, which is
a company incorporated in the British Virgin Islands with limited liability
and ultimately wholly owned by Mr. Ning Hao. Mr. Ning Hao and Pacific
Wits are parties to the Shareholders Agreement, and are therefore
deemed to be interested in all the Shares in which Mr. Dong Ping,
Newwood and Tairong are interested by virtue of section 317 of the SFO.

3. These Shares include 438,625,528 Shares held by Tairong, which is a
company incorporated in the British Virgin Islands with limited liability
and ultimately wholly owned by Mr. Xu Zheng. Mr. Xu Zheng and Tairong
are parties to the Shareholders Agreement, and are therefore deemed
to be interested in all the Shares in which Mr. Dong Ping, Newwood and
Pacific Wits are interested by virtue of section 317 of the SFO.

4. These Shares are held by Dayunmony Investment Corporation, which is
a company incorporated in the British Virgin Islands with limited liability
and ultimately wholly owned by Mr. Gao Zhikai.

Save as disclosed above, as at 31 December 2017, none of the
Directors or chief executive of the Company or any of their
associates had any interests or short positions in the Shares,
underlying Shares and debentures of the Company or any of
its associated corporations as recorded in the register required
to be kept by the Company under Section 352 of the SFO, or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

At no time during 2017 was the Company or any of its subsidiaries
a party to any arrangement to enable the Directors of the
Company to acquire benefits by means of the acquisition of
shares in, or debenture of, the Company or any other body
corporate.

DIRECTORS' INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in note 40 to the financial statements headed
“Related Party Disclosures” and the section headed "Directors’
Interests in Competing Business” of the Directors’ Report and
elsewhere in this annual report, no Director had a material
interest, whether directly or indirectly, in any transactions,
arrangements or contracts of significance to the business of the
Group to which the Company, its holding company, or any of its
subsidiaries or fellow subsidiaries was a party during 2017.
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SUBSTANTIAL SHAREHOLDER'S INTERESTS
IN SIGNIFICANT CONTRACTS

Save as disclosed in note 40 to the financial statements headed
"Related Party Disclosures” and the section headed “Directors’
Interests in Competing Business” of the Directors’ Report and
elsewhere in this annual report, at no time during 2017 had
the Company or any of its subsidiaries, and the substantial
shareholder (as defined in the Listing Rules) or any of its
subsidiaries entered into any contracts of significance or any
contract of significance for the provision of services by the
substantial shareholder or any of its subsidiaries to the Company
or any of its subsidiaries.

COMPANY CONTRACT OF SIGNIFICANCE/
CONNECTED TRANSACTION/CONTINUING
CONNECTED TRANSACTION

The Service Agreements - continuing connected
transactions

Oon 14 April 2015 (after trading hours), the Company entered into
the service agreements (the “Service Agreements”) with each of
Mr. Ning Hao and Mr. Xu Zheng (the “Shareholder Directors” and
each a non-executive Director and a substantial shareholder of
the Company). Pursuant to the Service Agreements:

(@ the Company shall have exclusive investment and
production rights to any films and programmes developed
and directed by Mr. Ning Hao and Mr. Xu Zheng (the
“Shareholder Directors’ Productions”), i.e. the Company shall
be the sole investor to such productions;

(b)y the Company shall have priority distribution rights (including
cinema screenings, audio-visual products, television
broadcasting and network dissemination etc.) to the
Shareholder Directors’ Productions in the PRC, Hong Kong,
Taiwan and Macau Special Administrative Region of the PRC;
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(c) each of the Shareholder Directors shall direct one to two
films (being films that shall be publicly released) every
three years in respect of which the Company shall have the
exclusive investment and production rights, and the priority
distribution rights set out in paragraphs (a) and (b) above.
For the avoidance of doubt, the Company shall not have
such rights in any Shareholder Directors’ Productions in
which the Company decides not to invest;

(d) the Shareholder Directors shall use their best endeavours
to provide the Company with the priority investment,
production and distribution rights for films and programmes
(including films, television drama series, online drama series
and other television programmes) which are not developed
and directed by any of the Shareholder Directors and the
Shareholder Directors are either producer, screenwriter,
lead actor or other creative member (the “Non-Shareholder
Directors’ Productions”); and

(e) the Shareholder Directors shall actively participate in the
promotional activities of other films and programmes
invested or produced by the Company according to the
requirements of the Company.

Shareholder Directors’ Proposal

During a term of six years from the date of completion of the
Subscription Agreement (i.e. 2 September 2015) (the “Service
Period”), each Shareholder Director shall, with respect to each
proposed Shareholder Directors’ Production, submit to the
Company a written proposal, which contents shall include such
production’s (i) plot or storyline, (ii) total budget and the basis for
determining the same, (iii) production and distribution budget, (iv)
production plan and timeline, and (v) the proposed screenwriter,
producer and casting for such production.

The Board or a designated board committee shall, within 30
business days of receiving the foregoing written proposal,
consider and discuss such proposal with respect to its investment,
production and distribution, and shall also make a determination
as to whether the Company will invest in such proposed
Shareholder Directors’ Production.
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Service fees

No service fee shall be payable by the Company to the
Shareholder Directors in consideration of entering into the Service
Agreements or the transactions contemplated thereunder, subject
to the Shareholder Directors’ rights to the following benefits and
rewards:

(@) each of the Shareholder Directors shall be entitled to receive
film director fees or creative member fees in respect of the
Shareholder Directors’ Productions and the Non-Shareholder
Directors’ Productions that the Company invests in
with reference to the prevailing market rates for similar
productions, subject to a maximum amount of HK$30 million
per annum; and

(b) the Shareholder Directors shall be entitled to receive
dividends in respect of any Shares held by them, if any, to be
declared by the Company.

Proposed annual caps

Annual caps for the film director fees or creative member
fees payable to the Shareholder Directors under the Service
Agreements of HK$30 million for each Shareholder Director for
each of the years ending 31 December 2015, 2016, 2017, 2018,
2019 and 2020. The annual caps were determined with reference
to the prevailing market rates payable to independent third party
film directors who are of similar calibre, status, standing and
reputation and who have similar track records of successful and
profitable movies and other media productions.

As set out in the circular of the Company dated 5 August 2015,
Mr. Ning Hao and Mr. Xu Zheng are prestigious and successful
directors and actors in the PRC movie industry. The Directors
are of the view that the participation of Mr. Ning Hao and Mr. Xu
Zheng in the Company and through the services they would
provide under the Service Agreements would be instrumental
in the Company's development in the media and entertainment
industry.

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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After completion of the Subscription Agreement, each of Pacific
Wits Limited (a company incorporated in the British Virgins
Islands with limited liabilities and wholly owned by Mr. Ning
Hao) and Tairong Holdings Limited (a company incorporated
in the British Virgins Islands with limited liabilities and wholly
owned by Mr. Xu Zheng) had become a substantial shareholder
of the Company. Besides, each of Mr. Ning Hao and Mr. Xu
Zheng are non-executive Director and thus a connected person
of the Company. Accordingly, the Service Agreements and the
transactions contemplated thereunder constituted continuing
connected transactions of the Company under Chapter 14A of the
Listing Rules.

The Service Agreements and the transactions contemplated
thereunder are non-exempt continuing connected transactions
and are subject to the requirements under Chapter 14A of the
Listing Rules. The Service Agreements and annual caps for each of
the six financial years ending 31 December 2020 in relation to the
transactions contemplated under the Service Agreements were
approved by the independent shareholders of the Company at the
special general meeting of the Company held on 28 August 2015.

For the year ended 31 December 2017, the actual fee paid by the
Group under the Service Agreements to each of Mr. Ning Hao
and Mr. Xu Zheng is approximately RMB16,123,000 (equivalent
to approximately HK$18,639,000) (2016: nil) and RMB10,518,000
(equivalent to approximately HK$12,612,000) (2016: nil)
respectively.
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The independent non-executive Directors have reviewed the
above continuing connected transactions and confirmed that the
transactions have been entered into:

o in the ordinary and usual course of business of the Group's
business;

o on normal commercial terms or better; and

. according to the relevant agreements governing them on
terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

The Company's Auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 "Auditor’s
Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The Auditor has issued an unqualified
letter containing its findings and conclusions in respect of the
continuing connected transactions disclosed by the Group in this
Annual Report in accordance with Rule 14A.56 of the Listing Rules.
The Company has provided a signed copy of the said letter to the
Stock Exchange.
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DIRECTORS' INTERESTS IN COMPETING

BUSINESS

Interests of the Directors in competing businesses to the Group
as at 31 December 2017 required to be disclosed pursuant to Rule

8.10 of the Listing Rules were set out as below:

Companies which
Directors held
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Nature of interest
(including close
associate’s

Directors interests Nature of business interest, if any)
EXRNE (BEBREHRE
= EERaEEZAT ERKME AT zEHE  WmH)
Mr.NingHao REEBRFEZHEERAA TV and Movie Production Ultimate Shareholder
Bk A BREBE REELRME BERE
INJO Films Co. Ltd. TV and Movie Production Ultimate Shareholder
HIGH AZE XL EEER AR ERHEREXRME BRERE
Lt RERTFIUELEXEREBRAF] TV Production and Distribution  Ultimate Shareholder
BRE B RAERETT BRERE
ERRETERFEEXEEBR AT TV Production and Distribution  Ultimate Shareholder
BHRENE RERETT RERE
EmU (L8 EEBRAT TV and Movie Production Ultimate Shareholder
BREHBE REHLEME RERE
REZEREFEEXCEREER AT TV and Movie Production Ultimate Shareholder
ERENE MEERE RERE
EEF(LEE) XLEEBFRAF TV and Movie Production Ultimate Shareholder
ERHERETRE 533 ¢
ItREFESEBIEMBEAR AR TV and Movie Production and Close associate's interest
Distribution DB AT 2R
BREE REFRIERETT
ERRNFFESZREEBR AT TV and Movie Production Close associate's interest
ERENE REFRE BEREBE AL 2R
Mr. Xu Zheng  Beijing Joy Leader Culture Movie production Ultimate Shareholder
RIELE Ccommunication Co. Ltd. B RIE AR R

I RELELEREARAF
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The Group is principally engaged in the media and entertainment
and related businesses, the provision of property agency and
related services, and securities trading and investments. The
media and entertainment and related businesses include, among
others, development and/or investment in films and television
drama series.

Mr. Ning Hao, together with his family, is the ultimate shareholder
of the above companies (together “Mr. Ning's Companies”).
Mr. Ning's companies are principally engaged in the TV and movie
production and distribution in the PRC. As at 31 December 2017,
none of Mr. Ning Hao or his close associates was interested in any
business in respect of film production, apart from his and/or his
family’s interests in Mr. Ning's Companies.

Mr. Xu Zheng is the ultimate shareholder of Beijing Joy Leader
Culture Communication Co. Ltd. (“BJ Joy Leader”). BJ Joy Leader
is principally engaged in the production of films in the PRC. As at
31 December 2017, none of Mr. Xu Zheng or his close associates
was interested in any business in respect of film production, apart
from his interests in BJ Joy Leader.

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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The Directors consider that the Group is capable of carrying on
its businesses independently of, and at arm’s length from, the
movie business of (i) Mr. Ning's Companies and (ii) BJ Joy Leader
((i) and (i) together, the “Other Companies”) as (i) there is a clear
separation between the Group’s businesses and those of the
Other Companies; (i) the Group is not operationally or financially
dependent on any of the Other Companies, or vice versa; and (iii)
the Board operates independently from the boards of the Other
Companies. The Board consists of eight members, comprising of
two executive Directors, three non-executive Directors and three
independent non-executive Directors. All of the Directors are
aware of their fiduciary duties as a Director of the Company which
require, among other things, that they act for the benefit and in
the best interests of the Company and do not allow any conflict
between their duties as a Director and their personal interest. In
the event that there is a potential conflict of interest arising out
of any transaction to be entered into between the Group and the
Directors or their respective associates, the interested Director(s)
shall abstain from voting at the relevant board meetings of the
Company in respect of such transactions and shall not be counted
in the quorum.

From time to time, the Group may consider possible
co-investment opportunities with Mr. Ning's Companies and/or BJ
Joy Leader in film or other projects. Any such investments and the
definitive terms thereof would be subject to further negotiations
at arm’s length between the relevant parties. If any co-investment
arrangement between the Group and Mr. Ning’s Companies or BJ
Joy Leader were to materialise, it could constitute a connected
transaction of the Company under the Listing Rules. Further
announcement(s) in relation to any such investments will be made
as and when appropriate in compliance with the Listing Rules.

The Company has entered into the service agreements dated
14 April 2015 (the “"Service Agreements”) with each of Mr. Ning
Hao and Mr. Xu Zheng. The details of the Service Agreements
are disclosed under the section headed “"Company Contract of
Significance / Connected Transaction / Continuing Connected
Transaction” in this Directors’ Report. The Service Agreements
and the relevant annual caps have been approved by the
independent shareholders of the Company at the special general
meeting of the Company held on 28 August 2015.
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To avoid any potential direct or indirect competition with the
Group, during the terms of the Service Agreements, save for
the activities and transactions contemplated under the Service
Agreements, unless with the written consent of the Company,
Mr. Ning Hao and Mr. Xu Zheng shall not, directly or indirectly
entrust or authorise any third party to undertake any of the
following activities:

(@)

directly or indirectly (regardless of whether acting in the
capacity of a shareholder, director, employee, partner,
consultant or agent) undertake or participate or benefit from
any business which is the same as, similar or competes
with the business of the Company, including providing any
services that are the same as or similar to the services to be
provided under the Service Agreements;

seize any business opportunity of the Company or solicit any
clients or potential clients of the Company, or interfere or
damage any relationship or contracts between the Company
and any clients or potential clients of the Company; or

assist or support any third person to undertake the activities
set forth in paragraphs (a) and (b) above.

Notwithstanding the above non-compete obligations of Mr. Ning
Hao and Mr. Xu Zheng, Mr. Ning Hao and Mr. Xu Zheng shall,
through companies controlled by them, have the right to:

(@)

contract to produce the Shareholder Directors’ Productions
which the Company invests in;

operate the Non-Shareholder Directors’ Productions;

operate the Shareholder Directors’ Productions that the
Company does not invest in;

operate projects that have already commenced operations
by the companies controlled by Mr. Ning Hao and Mr. Xu
Zheng as at the date of the Service Agreements,

in each case, subject to compliance with any applicable
connected transaction requirements under Chapter 14A of the
Listing Rules.
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The Board will consider allowing Mr. Ning Hao and Mr. Xu zheng
to engage in the activities mentioned in this section if, (a) Mr. Ning
Hao and Mr. Xu Zheng have completed their obligations under
their respective Service Agreements, and/or (b) in the view of the
Board, the productions which Mr. Ning Hao and Mr. Xu Zheng
wish to undertake would not be profitable or would otherwise
not be suitable for the Company to undertake in light of the
strategic direction of the Company, taking into account the factors
such as (i) the projected cost of the relevant production; (i)
the lead actors or actresses who will participate in the relevant
production; (iii) the projected length of film shooting of the
relevant production; (iv) the estimated box office and popularity
of the relevant production; (v) the genre of the film; (vi) the plot
of the film; (vii) whether undertaking such a production could
lead to other investment opportunities for the Company, such
as exposure to and contact with other reputable and renowned
players in the industry (including actors, actresses, screenwriters,
directors, costume designers, film editors, makeup artists,
visual effect and sound editors and other relevant personnel of
the production team); and (viii) any other fair and reasonable
considerations which the Board may take into account at the time
of consideration of the relevant production.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS FTERRESRS

As at 31 December 2017, save as disclosed under the section R-BE—+E+-A=+—0 BEAFTHREZTHE
“Directors’ Interests in Securities” in this Director's Report of the Z [EF 2 BHFED | — B ESEIN KA AE
annual report, the Company had been notified of the following & T 7| EBRREERS @ BIRIEES LB EEME
substantial shareholders’ interests, being 5% or more of the 336{&ARA T2 BT AT 5% LA 2 S o

Company’s issued share capital under Section 336 of the SFO.

Approximate

Number percentage of
Name of Shareholders Nature of interest of Shares  shareholding
BRRERE EmtE RABE RESARIH
Newwood Investments Limited (“Newwood”)  Beneficial owner and interests of a party to an 1,435,794,354 51.87%
Newwood Investments Limited ([Newwood ]) agreement required to be disclosed under section (Notes 110 2)
317 of the SFO (FiFF122)
ERBAARBEITOIREEZES REEHEIET7H
BTHENER
Numerous Joy Limited (“Numerous Joy") Beneficial owner 92,342,216 3.34%
SHERAF([HE]) ERBEEA (Notes 1 & 3)
(P31 13)
Dong Ping ("Mr. Dong") Beneficial owner, interests of controlled corporation 1,435,794,354 51.87%
ER([EXKE) and a party to an agreement required to be disclosed  (Notes 1 to 3)
under section 317 of the SFO (M #E123)
ERBAEAN ZEHEERERGEINIREESFK
,ﬂs@if{\ﬂﬁﬂ%317%@%%&’&%&’]%@
Pacific Wits Limited (“Pacific Wits") Beneficial owner and interests of a party to an 1,435,794,354 51.87%
ZEERAR([FE]) agreement required to be disclosed under section  (Notes 1, 2 & 4)
317 of the SFO (P51 ~ 2]%4)
Eﬁﬁ%ﬁ/\&%mﬂ@)ﬂﬁﬂ% 555 R R B
EINTHRETRENES
Ning Hao ("Mr. Ning") Interests of controlled corporation and a party to an 1,435,794,354 51.87%
BE(ELE]) agreement required to be disclosed under section  (Notes 1, 2 & 4)
317 of the SFO (BHET - 2J24)
X EER &Tﬁ%%ﬂi’]73$ETJ§M%&%§1I%1§‘J%317
BETRENER
Tairong Holdings Limited (“Tairong") Beneficial owner and interests of a party to an 1,435,794,354 51.87%
FREZERBER AR ([RK]) agreement required to be disclosed under section  (Notes 1, 2 & 5)
317 of the SFO (P51 ~ 2]%5)
Eé%ﬁ/\&ﬁm ST IRIBES RIE GO E3T7H
BTRBEMNER
Xu Zheng (“Mr. Xu") Interests of controlled corporation and a party to an 1,435,794,354 51.87%
RIE([1REE]D agreement required to be disclosed under section  (Notes 1, 2 & 5)
317 of the SFO (BT - 2]5)
%‘%‘Jiﬁﬁéé&Tﬁz’ﬁ%EWHE%E%%&%@%I%W%317
BATRENER
Zhang Xiaoling Beneficial owner 140,000,000 5.06%
oK B I EnBEBA
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Notes:

1. On 14 April 2015, the Company and nine subscribers, namely Newwood,
Numerous Joy, Pacific Wits, Tairong, Wise Dragon International Limited,
Gold Shine Investment Company Limited, Dayunmony Investment
Corporation, Concept Best Limited and Reorient Global Limited (the
“Subscribers”) entered into a subscription agreement (the “Subscription
Agreement”), pursuant to which the Company has conditionally agreed
to allot and issue, and the Subscribers have conditionally agreed to
subscribe for, a total of 1,701,416,556 new Shares (the “Subscription
Shares”) at an issue price of HK$0.4 per Share (the “Subscription”).
Details in relation to the Subscription are set out in the Company’s
circular dated 5 August 2015. The Subscription had been approved by
the independent shareholders of the Company at the Company's special
general meeting held on 28 August 2015 and the Subscription Shares
were alloted to the Subscribers on 2 September 2015.

2. On 14 April 2015, Mr. Dong, Newwood, Pacific Wits, Mr. Ning, Tairong
and Mr. Xu entered into a shareholders agreement (the “Shareholders
Agreement”), which sets forth certain rights and obligations of each
of the parties in respect of the governance of the Company following
completion of the Subscription. Newwood is therefore deemed to be
interested in all the Shares in which Mr. Dong, Pacific Wits and Tairong
are interested by virtue of section 317 of the SFO.

3. Newwood and Numerous Joy are wholly owned by Mr. Dong. Pursuant to
the Subscription Agreement, Newwood and Numerous Joy subscribed for
461,711,082 and 92,342,216 new Shares respectively upon completion
of the Subscription. Mr. Dong also holds 4,490,000 Shares. Mr. Dong is
also a party to the Shareholders Agreement, is therefore deemed to be
interested in all the Shares in which Newwood, Pacific Wits and Tairong
are interested by virtue of section 317 of the SFO.

4. Pacific wits is wholly owned by Mr. Ning. Pursuant to the Subscription
Agreement, Pacific Wits subscribed for 438,625,528 new Shares upon
completion of the Subscription. Mr. Ning and Pacific Wits are also the
parties to the Shareholders Agreement, are therefore deemed to be
interested in all the Shares in which Mr. Dong, Newwood and Tairong are
interested by virtue of section 317 of the SFO.

5. Tairong is wholly owned by Mr. Xu. Pursuant to the Subscription
Agreement, Tairong subscribed for 438,625,528 new Shares upon
completion of the Subscription. Mr. Xu and Tairong are also the parties to
the Shareholder Agreement, are therefore deemed to be interested in all
the Shares in which Mr. Dong, Newwood and Pacific Wits are interested
by virtue of section 317 of the SFO.

Save as disclosed above, as at 31 December 2017, there were no
other persons who had an interest or short position in the shares
or underlying shares of the Company which would fall to be
disclosed to the Company under Section 336 of the SFO, or which
were recorded in the register to be kept by the Company under
Section 336 of the SFO.

Wi
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of business of the Company
were entered into or exist during the year ended 31 December
2017.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2017, the percentage of
purchases of the Group attributable to the largest supplier and
the five largest suppliers combined are 98.01% and 98.40%
respectively.

For the year ended 31 December 2017, the percentage of turnover
of the Group attributable to the largest customer and the five
largest customers combined are 86.91% and 99.45% respectively.

As at 31 December 2017, none of the directors, their associates or
shareholders (which to the knowledge of the directors own more
than five percent of the Company’s share capital) had any interest
in the five largest suppliers or customers of the Group.

RELATIONSHIP WITH KEY STAKEHOLDERS

Our staff is regarded as the most important resource of the Group.
Hence, the Group has been endeavouring to provide our staff with
a fair and harmonious workplace where individuals with diverse
cultural backgrounds are treated equally. We offer a competitive
remuneration package and great opportunities for career
advancement based on employees’ performance.

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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In respect of the media and entertainment and related
businesses of the Group, the film industry is fragmented and
highly competitive. Following years of rapid development, there
is a vast number of independent service providers providing
various film and television production and distribution services
and there is a number of reputable and reliable independent
service providers who have been engaged by Hong Kong and
overseas film companies for producing and distributing films and
television drama series in the PRC. Mr. Dong Ping, the Chairman
of the Board and an executive Director, Mr. Ning Hao and Mr. Xu
Zheng, both non-executive Directors, have extensive experience,
expertise and connections in the media and entertainment
industries and each of them has noteworthy background,
experience, social status, personal and/or professional
achievements and connections with business partners in the
film industry, their collective knowledge and experience would
enhance the Group to identify appropriate and reliable third
party service providers and negotiate suitable commercial
arrangements with such providers to provide the necessary
services to the Company.

The Group also places effort to maintain good relationships with
financial institutions and professional advisers to maintain its
continuous growth and operation needs.

COMPLIANCE WITH LAWS AND REGULATIONS

The Board paid attention to the Group’s policies and practices
on compliance with legal and regulatory requirements. External
compliance and legal advisers are engaged to ensure transactions
and business performed by the Group are within the applicable
law framework. Besides, the Group always maintains a safe
working environment for staff in accordance with relevant safety
policies. There was no incident of non-compliance with relevant
laws and regulations that had a significant impact on the Company
during 2017.

ENVIRONMENTAL PROTECTION

The Group encourages staff to save energy, minimize the use of
natural resources and paper products. The existing businesses
of the Group are not expected to create material damages to
the environment. We will continue to take into account the
environmental protection factor in the future when planning
business activities ahead. Please also refer to the Environmental,
Social and Governance Report of this annual report for details.
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REVIEW OF THE RESULTS

The audit committee of the Company has reviewed with the
management the accounting principles and practices adopted by
the Group and discussed internal control, risk management and
financial reporting matters including the consolidated financial
statements for the year ended 31 December 2017.

CORPORATE GOVERNANCE

Particulars of the Company’s corporate governance practices are
set out in the Corporate Governance Report of this annual report.

PUBLIC FLOAT

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

EVENTS AFTER THE REPORTING PERIOD
Contractual Arrangements

According to existing PRC laws and regulations, foreign investors
are generally restricted to invest in provision of internet
audio-visual programmes services in the PRC.

In January 2018, the Company, through its wholly-owned
subsidiary, Beijing Huan Sheng Xiao Yu Culture Media Company
Limited ("db BB XEXLEHEBR AR or "Beijing Subsidiary”)
entered into certain contractual arrangements (the “Contractual
Arrangements”) with Beijing Hua Hua Duo Duo Culture Company
Limited ("dbRIEELRLAIEBR AR or the “Target”) and its
subsidiary ("It ESEMERIEBR AR (the Target and its
subsidiary collectively the “Target Group”), and the Target's equity
holders who are independent third party individuals in the PRC.
The Target Group is principally involved in the movie production
and distribution and the provision of internet audio-visual
programmes services in the PRC.
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Through the Contractual Arrangements, the Group will receive
economic benefits generated by, and obtain effective financial
and operational control and equity holders’ voting rights over
the Target Group in order to indirectly engage in the movie
production and distribution and provision of internet audio-visual
programmes services in the PRC. The Target Group hold some
permits including the License for Publication of Audio-Visual
Programmes through Information Network ({58 49455 EGEE
E1E #F &) and Telecommunication and Information Service
Business Operation Permit (B2 E1E B RGEKKEEFA
7). Based on the advice of the Companys PRC legal advisers,
the Board consider that the Contractual Arrangements are in
compliance with the relevant PRC laws and regulations and are
legally binding and enforceable.

The financial position and results of operations of the Target
Group will be consolidated into the Group's financial statements
with effect from 19 January 2018 (after the effectiveness of the
Contractual Arrangements) as the Target Group are regarded as
indirect subsidiaries of the Group under HKFRS 10.

As at the date of this report, particulars of the Target Group are as
follows:

Company name
AGEE

Registered capital
TEMER
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The major terms of the Contractual Arrangements are summarised
as below:

(1)

)

(3)

(4)

HUANXI MEDIA GROUP LIMITED

Exclusive Services Agreement (85 744 El7

According to the Exclusive Services Agreement, the Target
agreed to engage the Beijing Subsidiary as its exclusive
provider of technical support and consultancy services
requested by the Target from time to time with a service fee
equaled to the net profit of the Target.

Loan Agreement (1534 175

According to the Loan Agreement, the Beijing Subsidiary
agreed to provide interest-free loans to the registered
owners of the Target as capital contribution to the Target.
The registered owners of the Target, in return for the
provision of loans, agreed to enter into an Equity Interest
Pledge Agreement with the Beijing Subsidiary to pledge all of
their equity interest in the Target as security.

Equity Interest Pledge Agreement (AR 1EE #1775

According to the Equity Interest Pledge Agreement, each
of the registered owners of the Target agreed to pledge
all their respective equity interests in the Target to the
Beijing Subsidiary, as a security interest to guarantee the
performance of contractual obligations and the payment of
outstanding loans of the registered owner of the Target.

Powers of Attorney (1#1£Z )

According to the Powers of Attorney, each of the registered
owners of the Target irrevocably appointed designee of the
Beijing Subsidiary to act as their attorney on their behalf to
exercise all rights in connection with matters concerning
their rights as shareholders of the Target.
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(5)  Exclusive Option Contract (5 E 14 7))

According to the Exclusive Option Contract, each of the
registered owners of the Target agreed to irrevocably,
unconditionally and exclusively grant an exclusive option to
the Beijing Subsidiary to purchase the equity interests in the
Target from the registered owners of the Target, when it is
permitted by the then applicable PRC laws.

The Group realised that there are regulatory risks associated with
the Contractual Arrangements. The Group will follow on the latest
developments with regards to the relevant PRC laws, rules and
regulations and seek professional legal advice when necessary.

Details of the significant events of the Group after the reporting
period are set out in note 41 to the consolidated financial
statements.

AUDITOR

The consolidated financial statements for the year ended 31
December 2017 were audited by Messrs. Deloitte Touche
Tohmatsu. A resolution will be proposed at the forthcoming
annual general meeting of the Company to re-appoint Messrs.
Deloitte Touche Tohmatsu as auditor of the Company.

On behalf of the Board
Dong Ping
Chairman

Hong Kong, 29 March 2018
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CORPORATE GOVERNANCE PRACTICES

The Board considers that maintaining corporate governance
at high standard is essential for enhancing accountability and
transparency of a company to the investing public and other
stakeholders. Therefore, the Company is committed to good
corporate governance practices for corporate sustainability and
business growth.

Throughout the year ended 31 December 2017, the Company has
applied the principles and complied with the code provisions set
out in the Corporate Governance Code and Corporate Governance
Report (the “"CG Code") as listed out in Appendix 14 to the Listing
Rules except for the deviations from Code A.6.7 and E.1.2 details
of which are described in this Corporate Governance Report.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to provision A.2.1 of the CG Code, the roles of chairman
and chief executive officer should be separate and should not
be performed by the same individual. During the financial year
2017, Mr. Dong Ping acted as the chairman of the Board (the
“Chairman”) and Mr. Xiang Shaokun, Steven acted as the Chief
Executive Officer.

Mr. Dong Ping focuses on the leadership role in the Board
to ensure that the Board works effectively in discharging its
responsibilities whilst Mr. Xiang Shaokun, Steven focuses on
day-to-day corporate management matters of the Group. The
Board considers that the segregation of responsibilities among the
Board members meets the requirements under the CG Code. The
roles of the Chairman and chief executive officer are separate and
exercised by different individuals, Code provision A.2.1 of the CG
Code has been complied.
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BOARD OF DIRECTORS

The Board is vested with the key roles of formulating the Group’s
corporate strategic directions and policies, monitoring the financial
performance and internal control system of the Group and overseeing
the performance of management, which is delegated with the
responsibilities of executing the Board’s decision and in-charging
day-to-day operation.

The Directors acknowledge their responsibility for preparing the
financial statements of the Company. The statement made by the
auditor of the Company regarding their reporting responsibilities
on the financial statements is set out in the Independent Auditor’s
Report of the annual report.

Code Provision A.4.1 requires non-executive directors should be
appointed for a specific term and subject to re-election. The existing
Directors including the executive Directors, the non-executive
Directors and independent non-executive Directors are for a term of
2 years (except Mr. Xiang Shaokun, Steven, an executive Director and
the Chief Executive Officer of the Group, there is no specific term
or proposed length of services for Mr. Xiang's appointment). All of
the existing Directors shall be subject to retirement by rotation and
re-election in accordance with the Bye-laws and the Listing Rules.

Throughout the year ended 31 December 2017, the Company
complied with rules 3.10(1), 3.10(2) and 3.10A of the Listing
Rules relating to the appointment of at least three independent
non-executive Directors, at least one independent non-executive
Director with appropriate professional qualifications, or accounting or
related financial management expertise, and a sufficient number of
independent non-executive Directors representing at least one-third
of the board, respectively.

BOARD COMPOSITION

The Board currently comprises two executive Directors, three
non-executive Directors and three independent non-executive
Directors, whose biographies are set out in the Biographical Details
of Directors of the annual report. All the Directors are high caliber
executives with diversified industry expertise and bring a wide range
of skills and experience to the Group.

The Company has received, from each of the independent
non-executive Directors an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules and considers all of the
independent non-executive Directors are independent.
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CHANGE IN INFORMATION OF DIRECTORS

With effect from 31 May 2017, Mr. Gao Zhikai, a non-executive
Director, has been appointed as an independent non-executive
director of Baytacare Pharmaceutical Co., Ltd., the shares of
which are listed on the Growth Enterprise Market of the Stock
Exchange (Stock Code: 8197).

With effect from May 2017, Mr. Li Xiaolong has ceased to act as an
independent director of Kongzhong Corp. (NASDAQ Symbol: KZ).

Save for above, there is no change in Directors’ information
for the year ended 31 December 2017, which is required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

The composition of the Board and their respective attendance
in the general meetings, Board meetings and other committee
meetings during the year ended 31 December 2017 are as follows:

N TEER SN LERZA AN ZEERY
BERARZBIYIFNTES BT —+tFAHA
=+ —HRBEM - R AR MRRD I FTAIZER £
(R R - 8197) ©

=/ NBE S £ B #EEKongzhong Corp. (AifTiEse
B KOZBIEE B T—+tERARER -

BEmEN BE_T—+F+_A=+—HILF
€ EEERBEARERE ETHRAIE13.51B(1)
T IABBEREE -

HE_ZT—+tH+-A=1+—BLFE EFgZ
HREEEENERAS EF22a3MEMBEER
R IBBHERAT

No. of meetings attended/eligible to attend

L/ HREREEGENY
Regular Audit Remuneration  Nomination
General  fullboard  Committee  Committee  Committee
Meeting meetings meetings meetings meetings
Ezg £ ) RE
RRAE 2BREHE ZEESE ZEEEE ZEEEE
(Notes 1 and 2)
(Ms1k2)
Number of meetings EE VR 1 4 2 1 1
Executive Directors HATEE
Mr. Dong Ping (Chairman) ELRE(EE) 01 a4 N/ATE B 11 171
Mr. Xiang Shaokun, Steven (Chief Executive Officer) — BB (7rH##) 111 4/4 N/AT B N/ATER N/ATER
Non-Executive Directors FEHTEE
Mr. Ning Hao EEEE 0/1 A6 NIATER N/AT B /AR
Mr. Xu Zheng fRIEEE 0/1 0/4 N/ATE R N/ATEF N/ATE R
Mr. Gao Zhikai RENEE 0/1 3/4 2/2 N/ATE A N/AR R
Independent Non-Executive Directors BUHHATEE
Mr. Su Tuong Sing, David REBREE 0/1 2/4 112 0/1 01
Mr. Li Xiaolong FNEEE 01 2/4 N/AT B 11 11
Mr. Wong Tak Chuen BEAEE 17 a4 202 N/ATER N/ATE B
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Note 1:

Note 2:

Pursuant to Code A.6.7 of the CG Code, independent non-executive
Directors and non-executive Directors should attend general
meetings of the Company. Mr. Ning Hao, Mr. Xu Zheng and Mr. Gao
Zhikai (non-executive Directors) and Mr. Li Xiaolong and Mr. Su Tuong
Sing, David (independent non-executive Directors), were unable to
attend the annual general meeting of the Company held on 2 June
2017 due to their respective engagements.

Pursuant to Code E.1.2 of the CG Code, the chairman of the board
should attend the annual general meeting. The Chairman of the
Board, Mr. Dong Ping, was unable to attend the annual general
meeting of the Company held on 2 June 2017 due to his other
engagement. However, the Chief Executive Officer and executive
Director of the Company, Mr. Xiang Shaokun, Steven, was present at
the annual general meeting and took the chair of the meeting. The
chairman of the audit committee of the Company was also present at
the annual general meeting.

CORPORATE GOVERNANCE FUNCTION

The Board has undertaken to perform corporate governance
duties and adopted the terms of reference on corporate
governance functions on 27 March 2012 for better management of
the business and affairs of the Group.

The duties of the Board in respect of corporate governance
functions shall be:

(i)  to develop and review the Company's policies and practices
on corporate governance;

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

(i) to review and monitor the Company's policies and practices
on compliance with legal and regulatory requirements;

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

(v) to review the Company’s compliance with the code
provisions set out in the CG Code contained in Appendix 14
of the Listing Rules on the Stock Exchange and its disclosure
requirements in the Corporate Governance Report.

MiEET -

fiaE2 :

(i)
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BOARD COMMITTEES

The Board has established 3 Board committees, namely audit
committee, remuneration committee and nomination committee
to oversee particular aspect of the Group’s affair. Each of the
committees had defined terms of reference setting out its duty,
power and functions. The committees report to the Board and,
where appropriate, make recommendations on matters discussed.

AUDIT COMMITTEE

During 2017, the audit committee comprises three members,
namely, Mr. Wong Tak Chuen (committee chairman and
independent non-executive Director), Mr. Gao Zhikai
(non-executive Director) and Mr. Su Tuong Sing, David
(independent non-executive Director). During 2017, the main
role and functions of the audit committee are to review the
financial information of the Company, to oversee the Company’s
financial reporting system, risk management and internal control
procedures and maintain relations with the auditors of the
Company.

Under the terms of reference of the audit committee, the audit
committee shall, among others, to monitor the integrity of the
Company’s financial statements and annual report and accounts,
half-year report and to discuss the risk management and internal
control system with management to ensure that management has
performed its duty to have effective risk management and internal
control systems. The written terms of reference are posted on the
websites of the Company and the Stock Exchange.

In 2017, the audit committee had held 2 meetings. During one of
the meetings, annual results of the Group for the year ended 31
December 2016 was reviewed with the auditor of the Company.
The audit committee also reviewed the accounting principles and
practices adopted by the Group and discussed internal controls
and financial reporting matters with the management team of the
Company. Another meeting was also held during 2017 that interim
results of the Group for the six months ended 30 June 2017 was
discussed. The audit committee also reviewed the accounting
principles and practices adopted by the Group and financial
reporting matters with the management team of the Company.
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Besides, the audit committee, with the assistance of the
management and an external internal control and risk
management consultant (the “Consultant”), has conducted annual
review on the effectiveness of risk management and internal
control systems of the Group for 2017 and considered the Group
has operated an effective and adequate risk management and
internal control systems (based on discussion between the audit
committee and the Consultant and the findings of the Consultants’
internal control review report).

Please refer to the section “Internal Control and Risk
Management” in this Corporate Governance Report for the details
on the review by the audit committee on the Group's internal
control and risk management for 2017.

The audit committee is also responsible for performing the
corporate governance functions set out in the code provision
D.3.1 of the CG Code for the year 2017. The audit committee
reviewed the Consultant’s report on the Company’s corporate
governance policies and practices, the Company’s policies and
practices on compliance with legal and regulatory requirements
and the Company’s compliance with the CG Code and disclosure
in this Corporate Governance Report.

NOMINATION COMMITTEE

The nomination committee of the Company was set up with key
responsibilities for considering and approving the appointment
of members of the Board and will meet to discuss when
nomination of new director(s) is received or when circumstances
require. In considering the suitability of a candidate for
directorship, the Board will take into account the candidate’s
qualification, experience, expertise and knowledge as well as the
prevailing composition, structure and size of the Board and the
requirements under the Listing Rules.

Under the terms of reference of the nomination committee, the
nomination committee shall, among others, identify individuals
suitably qualified to become Board members and select or make
recommendations to the Board on the selection of, individuals
nominated for directorships; the candidates for directorship
will be selected taken into account a wide range of factors,
including but not limited to, gender, age, cultural and educational
background, professional experience, skills, knowledge and
service term. The written terms of reference are posted on the
websites of the Company and the Stock Exchange.

61

RN EEEE R —BINSHARBEE M AR E R
BE(ZERD BT BEREZE@CUAE
B-Z-tFRREBMANEZERZZBANE
hEERS  YTHEEE@R/AKEERESUR
BEZRAREELANEERS (HKRKERSERE
S & B R A AT am Mk B AR B R A BP BE FE A
JHRENFHELER) ©

il

oy

REBERRBEEERAKRER T —LF 2R
MEELEREENFE  BFRHAANCEERRSE
[AEEE R AREE | —& -

ERIBMR

REEES

ARBRZZEERUCTIERERERIIESE
FENENRIURNEENEFTRAAETERH
i  EREFHREAZTAER  EFEKE
BIREANERE - &8 EXRERAMRE URE
SEERMMAK RBERABEETRRAEHE

REREZEENBEHE REZE8EA(EH
BREIVEABAEBRAETESTNAL  LHE
REEBATHEESIMULAETSRHEER
EREEFEREAT 2T FRINEE &
BETERMER - F&  UERHEEER - EXK
8% e MBLRBEIY  EHREHZEDNA
N A R B SX P A9 B

BEEREEEERLAA B EER



62

CORPORATE GOVERNANCE REPORT
1 & B R

During 2017, the nomination committee composed of Mr. Su
Tuong Sing, David (committee chairman and independent
non-executive Director), Mr. Dong Ping (executive Director
and Chairman of the Board) and Mr. Li Xiaolong (independent
non-executive Director). The committee member met once in the
year ended 31 December 2017. A meeting was held to discuss the
re-election of Directors at the annual general meeting held on 2
June 2017.

REMUNERATION COMMITTEE

The remuneration committee of the Company was set up with key
responsibilities of recommending to the Board (i) the policy and
structure for remuneration of Directors and senior management;
and (i) the remuneration package of executive directors and
senior management. The Board retains the final authority to
approve the remuneration packages.

Under the terms of reference of the remuneration committee,
the remuneration committee shall, among others, make
recommendations to the Board on the Company’s policy and
structure for all Directors’ and senior management’s remuneration
and on the establishment of a formal and transparent procedure
for developing remuneration policy. The remuneration committee
also make recommendations to the Board on the remuneration
packages of individual executive Directors and senior
management. This should include benefits in kind, pension rights
and compensation payments, including any compensation payable
for loss or termination of their office or appointment. The written
terms of reference are posted on the websites of the Company
and the Stock Exchange.

During 2017, the remuneration committee was composed of
Mr. Su Tuong Sing, David (committee chairman and independent
non-executive Director), Mr. Dong Ping (executive Director
and Chairman of the Board) and Mr. Li Xiaolong (independent
non-executive Director). The committee members met once in the
year ended 31 December 2017. A meeting was held to review the
remuneration packages of the retiring Directors.
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COMPANY SECRETARY

On 10 July 2017, Mr. Tai Kwok Hung was appointed as the
company secretary of the Company in place of Ms. Chow Fuk Wai.

On 31 January 2018, Mr. Choi Wing Koon was appointed as the
company secretary of the Company in place of Mr. Tai Kwok Hung.

Mr. Tai Kwok Hung and Mr. Choi Wing Koon have undertaken
no less than the required hours of relevant professional training
respectively for the year ended 31 December 2017.

AUDITOR’'S REMUNERATION

During the year ended 31 December 2017, remuneration in
respect of audit and non-audit services provided by the auditor of
the Company to the Group are approximately HK$3,664,000 (2016:
HK$1,726,000) and HK$702,000 (2016: HK$690,000) respectively.

INTERNAL CONTROL AND RISK
MANAGEMENT

Risk management and internal control are essential parts
of corporate governance. The Directors have the overall
responsibility for internal control and risk management systems,
and review their effectiveness. The Group has established
policies and procedures for risk management and internal control
to ensure the proper monitoring and control of major risks
arising from the Group's activities. The Group has engaged an
external internal control and risk management consultant (i.e.
the Consultant) to perform the Group’s internal audit function,
to review and improve the effectiveness of the Group's risk
management and internal control systems. The Company has put
in place risk management and internal control systems which
enable the Group to respond appropriately to significant business,
operational, financial, compliance and other risks. Furthermore,
they help ensure the quality of internal and external reporting
within the Group and the compliance with applicable laws and
regulations, and also internal policies with respect to the conduct
of businesses of the Group.
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The Board, through the audit committee and with the assistance
of the Consultant, have conducted reviews on the effectiveness
of risk management and internal control systems of the Group
for 2017 and considered the Group has operated an effective,
appropriate, and adequate risk management and internal control
systems (based on the findings of the Consultants’ internal control
review reports and discussion with the Consultant). In respect
of the Group’s internal control systems, it aims at safeguarding
assets from inappropriate use, maintaining proper accounts
and ensuring compliance with regulations. The management
is primarily responsible for the design, implementation and
maintenance of the internal control system. The internal
control and risk management systems are designed to provide
reasonable, but not absolute, assurance against material
misstatement or loss, and to manage, rather than eliminate, risks
of failure to achieve business objectives.

Along with the internal control review, the Consultant has
prepared annual review report on overall effectiveness of the
Group's system of internal control over various aspect including
financial, operational and compliance issues, in particular,
the processes of (i) financial reporting and disclosure, (ii)
environmental, social & governance and (iii) corporate governance
were reviewed for the year ended 31 December 2017. Along
with the risk management review, the Board, through the audit
committee and with the assistance of the Consultant, have,
among others, identified, evaluated and assessed the key risk
factors affecting the Group’s business and operation in the
Group’s media and entertainment business and property agency
business. During the risk assessment process, the management
of the Company has reviewed aspects including operation,
compliance and strategic areas. High-priority risks identified
included strategic risk of investing in entertainment industry,
operation risks such as uncertainties in production quality of
media projects, credit risk in relation to distributors and risks
involved in compliance with various censorship regulations,
listing rules compliance, and financial data reporting standards.
Management would from time to time review the key risks
identified and determine their responses to high-priority risks and
where necessary, report on significant changes and effectiveness
of the systems of risk management.

The Board had adopted a whistle blowing policy including
procedures for employees to report any irregularities on the
affairs of the Company.
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CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code contained in Appendix
10 to the Listing Rules on terms no less exacting than the required
standard set out in the Model Code. Having made specific enquiry,
all Directors confirmed that they fully complied with the Model
Code throughout 2017.

DIRECTORS’ TRAINING

The Company has from time to time provided Directors with
materials relating to the business and operations of the Group,
latest developments regarding the Listing Rules and their
responsibilities under the Listing Rules, legal and other regulatory
requirements.

During the year ended 31 December 2017, all existing Directors
have received the following trainings:

HEXZ TR

RA T EER A7 B 8%+ PR &R 4
R BARRE N BN IRLE
{é ’ Aﬂmé%ﬁwuﬁ/\—

~

¥

S

EEEI

ARRABTEARE EHHRR -
EERHABAKEEBREE

65

E5FA) - BAE
SFRIFTE S © LS EEH

T FEERNETRE

ARREMEERER
AR Bl AR R B

RARBEBRENEHR -

HE—-Z

—tF+-A=+—HLFE AEHRE

EZDK2ETIIE

Training on corporate
governance, regulatory
development and other

relevant topics
FRELCEER EE

Directors = BRRHEMAEREREZEI
Executive Directors BITESE

Mr. Dong Ping (Chairman) EVSRE(EE) 4
Mr. Xiang Shaokun, Steven (Chief Executive Officer) HAREE e (7THAEE,) v
Non-Executive Directors FHITES

Mr. Ning Hao R E v
Mr. Xu Zheng RiIE A& v
Mr. Gao zZhikai S| b v
Independent Non-Executive Directors BYFHITES

Mr. Su Tuong Sing, David TREREE v
Mr. Li Xiaolong =N 5 v
Mr. Wong Tak Chuen EERLE v

BEEREEARAA

—EFER



66

CORPORATE GOVERNANCE REPORT
1 & B R

DIRECTORS’ AND OFFICERS’ LIABILITIES
INSURANCE

The Company has arranged appropriate insurance cover for
liabilities in respect of legal actions against Directors and officers
of the Company and its subsidiaries arising out of corporate
activities of the Group under Code A.1.8 of the CG Code.

DIRECTORS’ SERVICE CONTRACTS

No Directors being proposed for re-election at the forthcoming
annual general meeting of the Company has a service contract
with the Company or any of its subsidiaries which is not
determined by the employing company within one year without
payment of compensation (other than statutory compensation).

INSIDE INFORMATION POLICY

Pursuant to the statutory regime for disclosure of inside
information sets out in Part XIVA of the SFO with effect from 1
January 2013, the Board has adopted an inside information policy
in 27 August 2013 which sets out the guidelines to the Directors,
officers and all relevant employees of the Group to ensure
that the inside information of the Group is to be disseminated
to public in equal and timely manner in accordance with the
applicable laws and regulations, which includes, among others,
all inside information must be treated strictly confidential and
disclosure of inside information must be made in a manner that
provides the public with an equal, timely and effective access
to the information, such as through the electronic publication
system operated by the Stock Exchange. Generally, no employee
or Director may disclose, discuss or share with outside parties
(except for communication with the Group’s advisers who owe
a duty of confidentiality, e.g. lawyers, and other categories
of persons as allowed under the Part XIVA of the SFO) the
information of price-sensitive nature about the Company that has
not been released to the public. Please refer to the website of the
Company www.huanximedia.com under the section “Corporate
Governance” for the Company’s inside information policy.

SHAREHOLDERS' RIGHTS

Shareholders’ communication policy was adopted by the Board
on 27 March 2012. Shareholders’ communication policy and
shareholder’s rights are published on the designated website of
the Company.
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RIGHT TO PUT ENQUIRIES TO THE BOARD

Shareholders may direct their enquiries about their shareholdings
to the Company’s branch share registrar and transfer office in
Hong Kong, Computershare Hong Kong Investor Services Limited
at Shops 1712-1716, 17/F., Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong. Enquiries other than shareholdings
may be directed to the head office and principal place of business
of the Company in Hong Kong as set out in the Corporation
Information of this annual report for the attention of the Company
Secretary.

RIGHT TO CONVENE SPECIAL GENERAL
MEETING

Pursuant to Section 74(1) of the Bermuda Companies Act and the
bye-law 62 of the Bye-Laws, the shareholder(s) of the Company
holding at the date of the deposit of the requisition not less than
one-tenth of the paid-up capital of the Company as at the date of
the deposit carries the right of voting at general meetings of the
Company may request the Board to convene a special general
meeting.

The requisition must state the purposes of the meeting, and must
be signed by the requisitionists and deposited at the registered
office of the Company at Canon’s Court, 22 Victoria Street,
Hamilton HM12, Bermuda for the attention of the Company
Secretary and may consist of several documents in like form each
signed by one or more requisitionists.

If the Directors do not within twenty-one days from the date of the
deposit of the requisition proceed duly to convene a meeting, the
requisitionists, or any of them representing more than one half of
the total voting rights of all of them, may themselves convene a
meeting, but any meeting so convened shall not be held after the
expiration of three months from the said date.
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RIGHT TO PUT FORWARD PROPOSALS AT
GENERAL MEETINGS

On the requisition in writing of either (i) any number of
shareholder of the Company representing not less than
one-twentieth of the total voting rights of all the shareholders
having at the date of the requisition a right to vote at the
meeting to which the requisition relates; or (ii) not less than
100 shareholders, the Company shall, at the expense of the
requisitionists:

(@) to give to shareholders of the Company entitled to receive
notice of the next annual general meeting notice of any
resolution which may properly be moved and is intended to
be moved at that meeting; and

(b) to circulate to shareholders entitled to have notice of any
general meeting sent to them any statement of not more
than one thousand words with respect to the matter referred
to in any proposed resolution or the business to be dealt
with at that meeting.

The requisition must be signed by the requisitionists and
deposited at the registered office of the Company at Canon’'s
Court, 22 Victoria Street, Hamilton HM12, Bermuda for the
attention of the Company Secretary.

RIGHT TO PROPOSE A PERSON FOR
ELECTION AS A DIRECTOR

According to the Bye-laws, no person other than a retiring
Director shall, unless recommended by the Directors for election,
be eligible for election to the office of Director at any general
meeting, unless a notice in writing signed by a shareholder (other
than the person to be proposed) duly qualified to attend and vote
at the meeting for which such notice is given of his intention to
propose such person for election as a director and also a notice
in writing by that person of his willingness to be elected (including
that person’s biographical details as required by Rule 13.51(2) of
the Listing Rules) shall be lodged with the Company Secretary at
the Company’s principal place of business in Hong Kong or the
Share Registrar’s place of business in Hong Kong provided that
the minimum length of the period, during which such notice(s)
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are given, shall be at least seven days and that (if the notices are
submitted after the dispatch of the notice of the general meeting
appointed for such election) the period for lodgment of such
notice(s) shall commence on the day after the dispatch of the
notice of the general meeting appointed for such election and
end no later than seven days prior to the date of such general
meeting.

If such notice(s) are received less than ten business days prior
to the date of such general meeting, the Company will need
to consider the adjournment of such general meeting in order
to allow the Shareholders fourteen clear days’ notice of the
proposal.

VOTING BY POLL

Pursuant to Rule 13.39(4) of the Listing Rules, any vote of the
Shareholders at a general meeting must be taken by poll except
where the chairman of the general meeting, in good faith, decides
to allow a resolution which relates purely to a procedural or
administrative matter to be voted by a show of hands.

INVESTOR RELATIONS

The Company maintains websites at www.huanximedia.com and
www.irasia.com/listco/hk/huanximedia where information and
updates on the list of directors and their roles and functions,
terms of reference of the Board committees, procedures for
nomination of directors for election, announcements, circulars
and reports released to the Stock Exchange and other information
are posted.

The Company’s constitutional documents are available on the
websites of the Stock Exchange and the Company.
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The Company is pleased to present the environmental, social
and governance report (“ESG Report”) to our stakeholders for
providing an overview of the Group’s efforts in eliminating the
environmental, social and governance (“ESG") impacts arising
from our daily operations.

The content of this ESG Report is prepared in accordance with the
ESG Reporting Guide set out in Appendix 27 of the Listing Rules to
make relevant disclosure of sustainability performance in material
aspects of the guide, covering the whole range of our business,
including media and entertainment and related businesses, the
provision of property agency and related services, and securities
trading and investments. The reporting period of this report shall
cover the period from 1 January 2017 to 31 December 2017.

ENVIRONMENTAL
Emissions

The Group has made efforts to integrate environmental protection
into our daily business operation. It is reflected by our promotion
of pollution prevention, waste reduction and recycling. For all
of our investment decision-making process, as one of the key
assessment criteria, we perform comprehensive assessments and
give due consideration to minimize the potential impact on the
environment.

Throughout the reporting period, the Group complied with laws
and regulations related to air pollution and waste handling
including relevant regulations in the PRC.

The Group emitted from vehicles 11,452 g of nitrogen oxides
(NOx), 351 g of sulphur oxides (SOx) and 843 g of particulate

matter during the reporting period of 2017.

Scope of Greenhouse Gas Emission

BERBHREE

Scope 1 #E
Scope 2 FE?2
Scope 3 #[E3
Total ==
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During the reporting period, total greenhouse gas (“GHG") emissions
included emissions of carbon dioxide, methane and nitrous oxide,
where methane and nitrous oxide emissions were converted to
carbon dioxide emissions based on global warming potential (GWP).
Therefore, the total amount of GHG emissions is the total amount of
carbon dioxide emissions equivalent. Scope 1 calculated direct GHG
emissions from combustion of fuels in mobile sources (e.g. vehicles)
controlled by the Group, scope 2 calculated indirect GHG emissions of
electricity purchased from power companies and scope 3 calculated
the indirect GHG emissions of disposal of paper waste at landfill in
Hong Kong and business travel by employees.

For non-hazardous waste, the Group discharged 524 kg of wasted
paper. The Group adopts double-sided printing for internal documents
and reuses used paper to minimize wasted paper.

The Group has not identified any hazardous waste that were
produced in the core business and there are no reducing initiatives at
the moment.

The Group promotes green operations and encourages employees to
turn off unnecessary lighting and air-conditioning. The Group takes
advantage of teleconferencing to eliminate unnecessary business
trips for Directors and employees.

Use of Resources

Considering the nature of our businesses with the amounts of waste
produced in the course of operations, the efforts that we can make
should not be taken lightly. We from time to time convey the concept
of green office to our employees. For instance, we remind our
staff the advantages of double-sided printing and energy saving by
switching off idle lighting.

The direct and indirect energy consumption by electricity and petrol
are 115,698 kwWh and 23,854 L respectively.

Payment for water usage has been included in the management fee
to the landlord, thus related consumption data cannot be obtained.
Meanwhile, the Group did not have problems on shortage of water
supply and use of packaging material is not applicable to our core
business.
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The Environment and Natural Resources

The existing business operations of the Group are not expected
to pose a material impact on the environment. However, the
management had nonetheless incorporated the factor of the
potential impact on the environment and natural resources in
business operations planning. The Group hopes that continuous
improvement will make a contribution to the global ecological
environment.

Although the Group’s impacts on environment are insignificant
and the Group seldom use natural resources directly, we still
encourage our employees to reduce the use of natural resources
and recycle as much as possible.

SOCIAL - EMPLOYMENT
EMPLOYMENT AND LABOUR PRACTICES
Recruitment

It is the objective of the Group to provide employees with a
respectful and fair working environment. We have established
a sound system of human resources management covering the
various aspects such as recruitment and remuneration.

We hire employees based on consideration of experience,
qualifications and knowledge. An employment contract is required
to be signed by the employee prior to employment to ensure
job title, job duties, working hours, holidays, remuneration,
termination process, and benefits are agreed.

Promotion, compensation, and dismissal

The Group motivates employees by promotion and salary
increment based on results of annual performance appraisal. We
will keep optimizing the remuneration and promotion mechanism
that enables the employees to share the fruitful achievement with
us. Dismissal is based on the Employment Ordinance, relevant
regulations in the PRC including, Labour Law of the People’s
Republic of China and Labour Contract Law of the People’s
Republic of China and the requirements as stipulated in the
employment contract.

HUANXI MEDIA GROUP LIMITED Annual Report 2017

BERRARER

ERAEERENEBEETGHREKNEAXN
TE-AM BEEBREXGEERCHRERE
REREREEZENER AKEHMEHENZS
AlREIAERTRIRERER -

BEAKEHRENZEIEAE  MEXAKER
LEEERARAER  BEAKENASEEERD
FERXAEIR > Zr DR -

HEe-ERE
BEAREIER
HEE

AEBEER/RERHIBEERAFHTHERE -
BPRITENANERERRSG  REBBEH
& 2 @77 e

BAREER EEMSBABEES - NMEMAA
BREEZZRAEH  CAMERRE  BE TR
B B #HE - RIEERAEMENDEESR

=
B °

BH wHERERE

AEBRBFERRFEET LN ALEES -
BASEEECHFHMEE AR REEDFRM
HEEKR - BERFTE (REG) - BEH
R BR(PEARKMBESEH L) R(PEAR
HKMBESEHERE) RERANIHANRTE



73

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

BB A a KB G WA

Working hours, rest periods and benefits

Five-day workweek arrangement is adopted to facilitate work-life
balance. In additional to all public holidays (including Sundays)
as specified in the General Holidays Ordinance, employees are
entitled to annual leaves, and other paid leaves such as maternity
leaves, paternity leave, compensation leave, wedding leave,
examination leave.

Employees enjoy medical benefits, provident fund scheme (if
applicable) and other benefits subject to the Group's policies.

Equal opportunity and anti-discrimination

The Group strove to optimize the system of human resources
management to promote fairness and equality within the
workplace, human resources policy has been established to
ensure there is no discrimination on the grounds of age, gender,
marital status, family status, sexual orientation, disability, ethnic
group, nationality or religion. In accordance with our human
resource policy, the above factors are not considered in the
decision-making process of employment, remuneration, and
promotion.

The Group would ensure strict compliance with all relevant
regulatory standards, particularly the Hong Kong Employment
Ordinance and Employees’ Compensation Ordinance and the
relevant regulations in the PRC including Labour Law of the
People’s Republic of China, Labour Contract Law of the People’s
Republic of China, and Implementation Regulations for the Labour
Contract Law of the People’s Republic of China.

Details of remuneration policy of the Group are also set out
in the “Employees and Remuneration Policies” section in the
Management Discussion and Analysis on page 22.

Health and safety

We believe that safe working does not only uphold the adherence
to people-oriented principles but also preserve our talents from
exposure to occupational diseases or injuries, no matter severe or
minor.
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Safety guides in respect of reducing occupational hazards in the
office working environment were circulated to employee to advise
employees to address more attention to health and safety issues.

The Group adopts a five-day workweek and motivates our staff to
keep a practical and reasonable work-life balance.

In the meantime, we support our contractors and business
partners placing high emphasis on health and safety issues, in
terms of occupational hazards.

There is a full compliance towards Occupational Safety and Health
Ordinance and relevant regulations that protected employees
from occupation hazards. The Group also complied with Labour
Law of the People’s Republic of China and Law of People’s
Republic of China on the Prevention & Control of Occupational
Diseases. The Group did not experience any lost days due to injury
or work-related fatalities during the reporting period.

Development and training

Apart from providing training materials for Directors as stated
in the Corporate Governance Report, in the face of the dynamic
business environment, employees are strongly recommended to
equip themselves with different branches of knowledge. Subsidies
of HK$4,800 were given to employees for participation in training
courses of 32.5 hours in 2017 which aim at enhancing their job
skills. The training covered the management skill and leadership
improvement, company’s organization strategy and corporate
culture, employee’s business knowledge, orientation and other
specific training.

In addition to the professional training courses, we do not neglect
the opportunities of providing our employees with learning
experience gained through work assignments so as to build up
their on-going job skills which benefit career development of our
staff.

Labour standards

Child labor and forced labor are strictly prohibited within
the Group. In accordance with our Human Resources Policy,
background check and reference check are conducted by Human
Resources Department based on the information provided by
applicants before hiring, among other sources. Applicants who do
not meet the legal requirements would not be hired.

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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There is full compliance towards relevant national and local
regulations that prohibits child or forced labor. During the
reporting period, we did not receive any complaints or reporting
of child labor or forced labor.

SOCIAL - OPERATING PRACTICES
Supply chain management

Business contract management is of fundamental concern to
us. We do encourage and expect our contractors and business
partners (i.e. film production companies, film directors and
producers, etc) to uphold a high standard of morality that is
similar to our own. To facilitate the cooperation, thorough
assessment based on a variety of criteria, including but not
limited to attitude towards environmental and social issues, is
conducted to evaluate the quality as well as its moral standards
of our business partners and contractors prior to stepping into
contracting stage.

Product responsibility

The Group engages in the media, entertainment businesses as
well as film investments. It recognizes that proper advertising
of services and products (e.g. films and internet drama series)
provided as well as a timely response is of great importance to
the long-term business development. The Group makes every
endeavor to comply with the relevant legislation.

Being an investor in the media and entertainment field, the
Group has always placed utmost importance to the safeguard
and protection of intellectual property rights, encompassing
the management of the confidentiality and information sharing.
Clauses are included in the media investment agreements and
other related cooperation agreements to protect the Group's
interests in the films and/or internet drama series which it
invested in, such as the Group’s income rights, distribution rights
and copyrights in the productions.
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Anti-corruption

The Group is committed to preventing bribes, extortion, fraud
and money laundering. A whistle-blowing reporting channel has
been established for employees to report any suspected fraud,
malpractice, corruption, or any other unethical actions. We aim to
maintain high moral standards in the conduct of our business.

The Group has strictly adhered to relevant laws and regulations,
including the Prevention of Bribery Ordinance and the relevant
regulations in the PRC. During the year 2017, there was no legal
case or dispute in respect of bribery, extortion, fraud or money
laundering against our employees and the Group.

SOCIAL - COMMUNITY
Community investment

The Group facilitates opportunities for employees to be a part of
our communities. We encourage assistance in and participation
in conventions, conferences, exhibitions and events held by
business communities relevant to our business, with a particular
focus on organizations promoting the development of media
industries and community partnership.

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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Deloitte.

TO THE SHAREHOLDERS OF HUANXI MEDIA GROUP LIMITED
(incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Huanxi
Media Group Limited (the "Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 86 to
191, 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, consolidated
statement of changes in equity and 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 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 the HKICPA's Code of Ethics for
Professional Accountants (“the Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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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.

How our audit addressed
Key audit matter the key audit matter
Impairment of film and TV rights under production

We identified the impairment
of film and TV rights under
production as a key audit
matter due to the significance
of the Group’s film and TV
rights under production to

Our procedures in relation to the
impairment of film and TV rights
under production included:

e Obtaining an understanding
on the management'’s process
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the consolidated financial
statements and the
judgement and estimation
uncertainty involved in the
management’s impairment
assessment of the film and
TV rights under production.

HUANXI MEDIA GROUP LIMITED

of impairment assessment in
regards of film and TV rights
under production;

Evaluating the appropriateness
of the methodology used
by the management in
determining the recoverable
amounts of the film and TV
rights under production;
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KEY AUDIT MATTERS (Continued)

Key audit matter

How our audit addressed
the key audit matter

Impairment of film and TV rights under proauction (Continued)

As at 31 December 2017, the
carrying amount of film and
TV rights under production
amounted to HK$384,331,000,
which represented
approximately 37% of
the Group’s total assets.
In determining whether
impairment on film and TV
rights under production is
required, the Group takes
into consideration the
current market environment
to project cash flows
expected to be received
through distribution and
licensing income and the
existing offers from potential
investors in respect of the
distribution and license
agreements to be entered
into by the Group, if any.
As disclosed in note 20 to
the consolidated financial
statements, the management
of the Group assessed that
there is no impairment of
film and TV rights under
production.

e Assessing the reasonableness

of the key assumptions
made by the management
in the cash flow forecasts,
including assessing the
expected revenue to be
generated by film and TV
rights through checking
the film budget summary,
evaluating the reasonableness
of the budgeted production,
distribution and other costs
through comparison with
historical costs incurred
in comparable films, and
comparing the estimated film
box office receipts to the
historical trend of similar film
release; and

Examining the relevant
correspondences and progress
report to evaluate the status
and progress of the film and TV
rights under production.
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KEY AUDIT MATTERS (Continued)

Key audit matter

How our audit addressed
the key audit matter

Impairment of prepayment for film and TV rights

We identified the impairment
of prepayment for film
and TV rights as a key
audit matter due to the
significance of the Group’s
prepayment for film and TV
rights to the consolidated
financial statements and
the management significant
judgements involved in
assessing the recoverability
of the prepayment.

As set out in note 19 to
the consolidated financial
statements, prepayment
for film and TV rights of
HK$407,917,000, which
represented approximately
39% of the Group's total
assets, was made under
the agreement with film
directors for the production
of proposed films and drama
series or internet films and
drama series, whereby such
prepayment would form part
of the contribution by the
Group for the production
cost of the proposed
films and drama series or
internet films and drama
series. The management
performed assessment
of the recoverability of
the prepayment based
on the contract terms on
agreements, status of film
and TV rights investment
plans, and the progress of
utilisation of the prepayment.

HUANXI MEDIA GROUP LIMITED

Our procedures in relation to the
impairment of prepayment for
film and TV rights included:

e Assessing the appropriateness
of the management’s
recognition of prepayments by
reference to agreements and
correspondences;

Obtaining an understanding
on the Group’s key control
over initiation of the
prepayment and monitoring
of the progress of utilisation
of the prepayment, as
well as assessment of
the recoverability of the
prepayment;

eDiscussing with the
management on the status of
film and TV rights investment
plan with film directors and
assessing the management'’s
basis in evaluating the
recoverability of the
prepayment;

Assessing the progress of
utilisation of the prepayment;
and

Obtaining confirmations
from counterparties as to
the balance of prepayment
as at 31 December 2017 and
utilisation of the prepayment
during the year.
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KEY AUDIT MATTERS (Continued)

Key audit matter
Going concern basis

We identified the going
concern basis as a key
audit matter due to the
involvement of a significant
degree of management
estimation in preparing the
cash flow forecasts.

As set out in note 2
to the consolidated
financial statements, the
Group incurred a loss of
HK$95,159,000 for the year
ended 31 December 2017,
and had bank balances and
cash of HK$39,169,000,
advance from related party
of HK$120,000,000 and
short term borrowing of
HK$77,500,000 with maturity
within 12 months from 31
December 2017.

The Group currently has
various funding options
available to it should the
need arise, including the
support from its major
shareholder.

How our audit addressed
the key audit matter

Our procedures in relation to the
going concern basis of the Group
included:

e Obtaining an understanding on
the Group's cash flow forecast
preparation process,

e Challenging the reasonableness
of key assumptions made in
the management’s cash flow
forecast;

e Challenging the management’s
plans for mitigating any
identified exposures, including
their ability to amend the terms
of their existing financing
arrangements;

e Obtaining and reviewing a letter
from its major shareholder
which confirmed that he will
not demand for repayment
until the Group is able to repay
without affecting its liquidity
and going concern;

e Agreeing the Group's additional
sources of financing to
supporting documents;

e Evaluating the accuracy of the
management estimation in
preparing cash flow forecasts
against historical performance;
and

e Assessing the appropriateness
of the going concern basis of
accounting and disclosures
included in note 2 to the
consolidated financial
statements.
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INDEPENDENT AUDITOR’S REPORT
B 57 A% BB

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the 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.

RESPONSIBILITIES OF DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company 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.

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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INDEPENDENT AUDITOR’S REPORT
3 S A% BRI

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 solely to you, as a
body, in accordance with Section 90 of the Bermuda Companies
Act, 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
B 57 A% BB

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

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.

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.

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 those charged with governance 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 those charged with governance 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.

HUANXI MEDIA GROUP LIMITED
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INDEPENDENT AUDITOR’S REPORT
3 S A% BRI

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

From the matters communicated with those charged with
governance, 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.

The engagement partner on the audit resulting in the independent
auditor’s report is Mr. Lau King Pak.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
29 March 2018
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
A 1R A M o fth & i U 4R R
FOR THE YEAR ENDED 31 DECEMBER 2017 BEZ_—ZT—+tF+-_A=+—HIFE

2017 2016
—E—+E —E—RF
NOTES HK$'000 HK$'000
B &E BT T BT T
Revenue Wz 6 53,209 16,112
Cost of sales and service rendered SH 5 M HE AR 5 AR AR (59,072) (20,565)
Gross loss EiB (5,863) (4,453)
Other income H A YA 8 6,233 4,947
Other gains and losses H A Y zm K E5 18 9 3,088 (11,323)
Selling and distribution costs $HE R KA (549) (12,112)
Administrative expenses THRX (97,914) (110,332)
Share-based payments VAR 0 B AR 2 5k 30 - (1,120,472)
Finance costs HMEER 10 (154) -
Loss before tax B % Al S 18 (95,159) (1,253,745)
Income tax expense FrisfAx 1 = -
Loss for the year KFEEERE 12 (95,159) (1,253,745)
Other comprehensive income HtZ2EBA (BBX)
(expense)
Item that will not be reclassified to BTEEF AL Em 2B -
profit or l0ss:
Exchange differences arising on B EEIRE A2 W
translation of functional currency EMELAZEN =8
to presentation currency 60,415 6,872
Item that may be subsequently B[t e EH
reclassified to profit or 10ss: SR EmIAE -
Exchange differences arising on BMEFIINEBEEZIER =5
translation of foreign operations - (8,132)
60,415 (1,260)
Total comprehensive expense for the year ZN4F 5 2 [ Fl % 44 %8 (34,744) (1,255,005)
Loss for the year attributable to owners KRR BEANELHAEEZER
of the Company (95,159) (1,253,745)
Total comprehensive expense for the year A GHEA AL REE
attributable to owners of the Company AR A (34,744) (1,255,005)
Loss per share FRER
Basic (HK dollar) BEARN(ER) 16 (0.03) (0.57)

HUANXI MEDIA GROUP LIMITED Annual Report 2017



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

&5 BB IR Dl R

AT 31 DECEMBER 20177 A=Z—+%+_-_A=+—8”
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2017 2016
—E—+tF —E—RF
NOTES HK$'000 HK$'000
BsE BET T BT
NON-CURRENT ASSETS RBEE
Property, plant and equipment VI - BE RS 17 5,917 4,942
Intangible assets BEE 18 21,017 -
Art work T 54 21 - 20,000
Rental deposits HEZS 23 5,490 5,344
Prepayment for film and TV rights B RERBIMRETRNR 19 407,917 220,814
Film and TV rights B R ERBIMGE 20 22,743 -
Available-for-sale investment AIHHERE 22 = 208
463,084 251,308
CURRENT ASSETS REBEE
Film and TV rights B RERBINE 20 491,090 250,958
Trade and other receivables, deposits JE UK BR 3 R EL b FE LR RO
and prepayments e IR 23 53,184 147,459
Investments held for trading BIEEERE 24 = 52,768
Bank balances and cash RITEB LIRS 25 39,169 309,062
583,443 760,247
CURRENT LIABILITIES REEE
Trade and other payables JE A BR 3R B2 HL M JE < 5RI8 26 54,084 175,544
Amount due to a related party R —REATFHIA 27 120,000 >
Borrowing R 28 77,500 =
Tax payable FEBIIE 2,776 9,100
254,360 184,644
NET CURRENT ASSETS REBEEFE 329,083 575,603
NET ASSETS BEEFE 792,167 826,911
CAPITAL AND RESERVES AR EE
Share capital A% A 30 27,681 27,681
Reserves (G 764,486 799,230
TOTAL EQUITY EERE 792,167 826,911

The consolidated financial statements on pages 86 to 191 were
approved and authorised for issue by the board of directors on 29

March 2018 and are signed on its behalf by:

Dong Ping
B¥
DIRECTOR
BF

Xiang Shaokun, Steven

HiRE
DIRECTOR

EZE
BEEESEERAR

FERINAZHEAWBHRRENR T —N\F=
AZ+TNABEEESHERRERM  AHTIE
ERREFERF:

SRR FER



88

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017 HE2—E—tF+=-A=+—HIFE

Share Share Capital Contributed  Translation Accumulated
capital premium reserve surplus reserve losses Total
k& RiEE BAGE EHES EiRf ZitER L
HKS " 000 HK$" 000 HK$" 000 HKS" 000 HKS" 000 HKS " 000 HKS " 000
BETT BETTL BETT BETT BETT BT BETT
Note (a) Note (0)

At 1 January 2016 RIE-R"E-F-H 23,086 887,788 2,099 199,168 (1,779) (120,246) 990,116
Loss for the year TFEBR - - - - - (1253745 (1,253,745)
Other comprenensive expense AEEEMRARY

for the year - - - - (1,260) - (1,260)
Total comprehensive expense for the year AFE2ERXER - - - - (1260 (1253745 (1,255,005)
Issue of shares to film directors note 30) ~ MEFEBEFTRLA (H3F30) 4595 1,087,205 - - - - 1,091,800
At 31 December 2016 RZE-~"E+-A=1-8 27,681 1,974,993 2,099 199,168 (3,039) (1,373,991) 826,911
Loss for the year TEEER - - - - - (95,159) (95,159)
Other comprehensive income for the year  AEE R 2 AN - - - - 60,415 - 60,415

Total comprehensive income (expense) — AFEREUE (Fx)2E

for the year - - - - 60,415 (95,159) (34,744)
At 31 December 2017 RZB-t£+ZB=1-H 27,681 1,974,993 2,099 199,168 57,376 (1,469,150) 792,167
Notes: BisE -

(@ The capital reserve arising from the group reorganisation represents  (a) SEBEEE 2 BEARBBIERRRR/RXAHMEAR
the difference between the nominal value of the share capital issued AT RA MEREHENBRTRAEEE
by the Company in exchange for the aggregate nominal values of the ZER
share capital of the subsidiaries.

(b) The contributed surplus represents the aggregate amounts of capital  (b) BERBBREARNTINBAFERRAZERRAEMR
reduction and share premium cancellation attributable to the capital EEZEREIR RN GETHENBESE -
restructuring and the capital reorganisation of the Company during
prior years.

HUANXI MEDIA GROUP LIMITED Annual Report 2017



CONSOLIDATED STATEMENT OF CASH FLOWS

89

mEBHENEE
FOR THE YEAR ENDED 31 DECEMBER 2017 #E2 = —tF+=-A=+—HIFE
2017 2016
—E—tF A
NOTE HK$'000 HK$'000
B 5E BT T ST T
OPERATING ACTIVITIES REED
Loss before tax B T A 5 18 (95,159) (1,253,745)
Adjustments for: RTINS IERHE
Depreciation of property, plant mME - WBE X
and equipment BEZIE 2,237 1,012
Amortisation of film and TV rights B RERB R 2 #H 56,640 13,723
Dividend income %8 U A (588) (1,433)
Impairment loss on trade receivables FEUBR 2 R E 5 1B = 30
Impairment loss on available-for-sale AHBEREZ
investment REEE 208 15,333
Amortisation of intangible assets B EECHHE 2,251 -
Share-based payments AR 0 B ER 2 3K = 1,120,472
Reversal of impairment loss on B EkERERZ
trade receivables EEE (34) (268)
Gain on disposal of subsidiaries HENB QR W 35 - (797)
Finance costs &R 154 -
Loss on disposal of property, HEWE BER
plant and equipment B2 EBE 10 606
Gain on disposal of art work BB MR s (2,000) -
(Gain)loss on change in fair value of BIEEEKREATE
investments held for trading BEEL 2 (W) BB (3,747) 4,236
Interest income FEMA (152) (929)
Operating cash flows before movements ZE&ESEERI 2
in working capital BERERE (40,180) (101,760)
Decrease in trade and other receivables J7E U BR X N B th R Y SR TE R D 121,943 95,355
Increase in film and TV rights B KB B AR AE N (267,988) (190,442)
Increase in prepayments of film and TV TS R B8 ) R A TE N S
rights (204,068) (225,877)
Decrease (increase) in investments HIEEERERD (38m)
held for trading 56,515 (1,424)
(Decrease) increase in trade and JE AR R B H At JEE AN R IE
other payables (R ) 12 (131,860) 57,137
Cash used in operations REEBMEARS (465,638) (367,011)
Income taxes paid BERATER (6,913) -
NET CASH USED IN OPERATING KRETHAEAZREESFE
ACTIVITIES (472,551) (367,011)
BEEREEERLAT | =2 —tFER
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CONSOLIDATED STATEMENT OF CASH FLOWS

GaBHEeENE xR
FOR THE YEAR ENDED 31 DECEMBER 2017 &#ZE —E—+F+_-_A=+—HIFE
2017 2016
—E—+tHF —E—RF
NOTE HK$'000 HK$'000
M BT T BETIT
INVESTING ACTIVITIES REEE
Proceeds from disposal of artwork & 2907 @ P18 R 7,000 -
Dividend income received B U A% B Uk A 588 1,433
Interest received B F 8 152 929
Proceeds from disposal of property, m%m% B &
plant and equipment *“1%)5)??5}?&( 5 26
Software development costs paid $A1¢Eﬂ%’*)ﬂ€$3‘i i (8,515) -
Purchase of property, plant BEWE  BELEE
and equipment (3,040) (4,970)
Proceeds from loan receivable JEUW B FXPTIS FRIE - 3,000
Net cash inflow on disposal HEMBARZ
of subsidiaries HWERAFRE 35 — 1,442
Purchase of art work i B 2l m - (20,000)
Purchase of available-for-sale BEAHEERE
investment - (15,547)
Addition of loan receivable JE U B FRE N - (3,000)
NET CASH USED IN INVESTING RETEFEH
ACTIVITIES ZREFEE (3,810) (36,681)
FINANCING ACTIVITIES Bl & SEE
Advance from a related party KE—BBEEANTZEK 120,000 -
New borrowing raised FEEBX 77,500 -
CASH FROM FINANCING ACTIVITIES BMETHFELECZRS 197,500 -
NET DECREASE IN CASH AND CASH ReRBSEEZRIDBE
EQUIVALENTS (278,861) (403,692)
CASH AND CASH EQUIVALENTS FAzHReRELEE
AT THE BEGINNING OF THE YEAR 309,062 726,598
EFFECT OF FOREIGN EXCHANGE NEERSSH 2 ZE
RATE CHANGES 8,968 (13,844)
CASH AND CASH EQUIVALENTS FR2ESRBRSEE
AT THE END OF THE YEAR, ERTESHRES
REPRESENTED BY BANK
BALANCES AND CASH 39,169 309,062

HUANXI MEDIA GROUP LIMITED

Annual Report 2017
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& BB e Ak W R

FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

GENERAL

Huanxi Media Group Limited (the "Company”) was
incorporated in Bermuda as an exempted company with
limited liability and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).
The addresses of the registered office and principal place
of business of the Company are disclosed in the section
headed “Corporate Information” in the annual report.

The Company is an investment holding company and
its subsidiaries are principally engaged in media and
entertainment and related businesses, provision of property
agency and related services, and securities trading and
investments. The activities of its principal subsidiaries are
set out in note 42.

Items included in the consolidated financial statements
of each of the Company and its subsidiaries (collectively
referred to as the “Group”) are measured using the currency
of the primary economic environment in which the entity
operates (the “functional currency”).

The functional currency of the Company is Renminbi
(“"RMB") while the consolidated financial statements of the
Company are presented in Hong Kong dollars (“HK$"), which
the management of the Group considers that it is more
convenient to the shareholders as the Company is a listed
company in Hong Kong.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS

In preparing the Group’s consolidated financial statements,
the directors of the Company have given careful
consideration to the future liquidity of the Group in view
of that the Group had bank balances and cash balance as
at 31 December 2017 of HK$39,169,000, amount due to a
related party of HK$120,000,000 and short term borrowing of
UsD10,000,000 (equivalent to approximately HK$77,500,000),
and the Group had net cash used in operating activities for
the year ended 31 December 2017 of HK$472,551,000 and
loss for the year attributable to owners of the Company of
HK$95,159,000. The directors of the Company have reviewed
the Group’s cash flow forecast which cover a period of not
less than twelve months from 31 December 2017 and are
of the opinion that the Group will have sufficient working
capital to meet its financial obligations that will be due in the
coming twelve months from 31 December 2017 on the basis
that:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
&5 B B e A W Gk

FOR THE YEAR ENDED 31 DECEMBER 2017 #Z =%

2. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

(i)

(iii)

HUANXI MEDIA GROUP LIMITED

In March 2018, the Group obtained additional loan
financing of USD6,330,000 (equivalent to approximately
HK$47,962,000) from an independent third party and a
loan facility of HK$100,000,000 (note 41) from Mr. Dong
Ping (“Mr. Dong"), the chairman, the executive director
and a substantial shareholder of the Company, and the
directors of the Company considered that the Group
is in a good position to obtain further financing from
either independent third parties or Mr. Dong;

The Group is in the process of discussion with
potential investors for the possibility of new shares
issuance with an estimated net proceed of above
HK$700,000,000;

The Group is in the process of negotiation with
a potential investor in respect of an offer for a
guaranteed minimum distribution income to the Group
of RMB700,000,000 from the distribution of a film. The
related film is currently under production by the Group
and the theatrical distribution of the film is tentatively
scheduled to be in the first quarter of 2019;

The possibility of restructuring existing short
term borrowing of USD10,000,000 (equivalent to
approximately HK$77,500,000) to long-term financing or
equity; and

Mr. Dong agreed not to demand for the repayment
of the amount due to him of HK$120,000,000 as at 31
December 2017 until the Group is able to repay without
affecting its liquidity and going concern.

Annual Report 2017

—tF+-A=1t—BLEHFE

2. WEHZE

(iii)

(iv)

MBBERZ2EE(E)

RZZ—N\F=A  AEEDFIDMBER
B—&ZBUE=FAREFEE(EL
ED(REBZER BITEERETE
IR ) 2 BEHNE R EL & 3£ ©6,330,0007T
(FRERHB147,962,0007T) K B &t
& 7 #100,000,0007C (P 5£41) » AR
REERALAEBEEMANMBREBILE
EHAREREZE—SRE

AREERIEEBERE ERIBFAER
IE;‘%%E?Q‘}% #700,000,0007T 2 317 #TAX
e MR A A A

$EIEEEE51 HBEEREENRET—
MEXAAREBRHERIREETRA
AE#700,000,0007T 2 ZAHEITEER ©
AEBFRERBEY  MzEFL 25

BBETETR T —NFE—FTEH#
17

# 2 410,000,0007T (#8 & R #) 78 &
77,500,0007T) 2B BRBERELAEE
HABhE s AR 2 ATREME ¢ &
BRXERE  EASKEERE =

it

ER
—tFF+ A=+ —HEME 2RI
ﬁ%

#120,000,0007T i~ &2 £ EH 7
BERKERh A
1 o

>E*r*

TEREEZ



93

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& BB e Ak W R

FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

2.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Based on the aforesaid factors together with the internally
generated funds in the coming twelve months, the directors
of the Company are satisfied that the Group will have
sufficient financial resources to meet in full its financial
obligations as and when they fall due for the foreseeable
future. Accordingly, the consolidated financial statements
have been prepared on a going concern basis.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

Amendments to HKFRSs that are
mandatorily effective for the current year

The Group has applied the following amendments to
HKFRSs issued by the Hong Kong Institute of Certified Public
Accountants (“"HKICPA") for the first time in the current year:
Amendments to Disclosure Initiative
HKAS 7

Amendments to
HKAS 12

Recognition of Deferred Tax Assets
for Unrealised Losses

Amendments to
HKFRS 12

As part of the Annual Improvements
to HKFRSs 2014 - 2016 Cycle

Except as described below, the application of the
amendments to HKFRSs in the current year has had
no material impact on the Group's performance and
financial positions for the current and prior years and/or
on the disclosures set out in these consolidated financial
statements.
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3.

HUANXI MEDIA GROUP LIMITED

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

Amendments to HKAS 7 “Disclosure
Initiative”

The Group has applied these amendments for the first time
in the current year. The amendments require an entity to
provide disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing
activities, including both cash and non-cash changes. In
addition, the amendments also require disclosures on
changes in financial assets if cash flows from those financial
assets were, or future cash flows will be, included in cash
flows from financing activities.

Specifically, the amendments require the following to be
disclosed: (i) changes from financing cash flows; (i) changes
arising from obtaining or losing control of subsidiaries
or other businesses; (iii) the effect of changes in foreign
exchange rates; (iv) changes in fair values; and (v) other
changes.

A reconciliation between the opening and closing balances
of these items is provided in note 34. Consistent with the
transition provisions of the amendments, the Group has not
disclosed comparative information for the prior year. Apart
from the additional disclosure in note 34, the application
of these amendments has had no impact on the Group’s
consolidated financial statements.

Annual Report 2017
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3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“"HKFRSS") (Continued)

New and revised HKFRSs in issue but not

yet effective

The Group has not early applied the following new and
revised HKFRSs that have been issued but are not yet

effective:

HKFRS 9

HKFRS 15

HKFRS 16
HKFRS 17

HK(IFRIC) - Int 22

HK(IFRIC) - Int 23

Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKFRS 9

Amendments to

HKFRS 10 and HKAS 28

Amendments to HKAS 28

Amendments to HKAS 28

Amendments to HKAS 40

Amendments to HKFRSs

Financial Instruments’

Revenue from Contracts with
Customers and the Related
Amendments’

Leases?

Insurance Contracts*

Foreign Currency Transactions
and Advance Consideration’

Uncertainty over Income Tax
Treatments?

Classification and Measurement
of Share-based Payment
Transactions’

Applying HKFRS 9 “Financial
Instruments” with HKFRS 4
“Insurance Contracts™”

Prepayment Features with
Negative Compensation?
Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture?

Long-term Interests in
Associates and Joint Ventures?
As part of the Annual
Improvements to
HKFRSs 2014 — 2016 Cycle?

Transfers of Investment
Property’

Annual Improvements to
HKFRSs 2015 — 2017 Cycle?

! Effective for annual periods beginning on or after 1 January 2018

g Effective for annual periods beginning on or after 1 January 2019
9 Effective for annual periods beginning on or after a date to be determined
i Effective for annual periods beginning on or after 1 January 2021
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3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS") (Continued)

HKFRS 9 “Financial Instruments”

HKFRS 9 introduces new requirements for the classification
and measurement of financial assets, financial liabilities,
general hedge accounting and impairment requirements for
financial assets.

Key requirements of HKFRS 9 which are relevant to the
Group are:

° all recognised financial assets that are within the
scope of HKFRS 9 are required to be subsequently
measured at amortised cost or fair value. Specifically,
debt investments that are held within a business
model whose objective is to collect the contractual
cash flows, and that have contractual cash flows
that are solely payments of principal and interest on
the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting
periods. Debt instruments that are held within a
business model whose objective is achieved both by
collecting contractual cash flows and selling financial
assets, and that have contractual terms that give
rise on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding, are generally measured at fair
value through other comprehensive income (“FVTOCI").
All other debt investments and equity investments are
measured at their fair value at the end of subsequent
accounting periods. In addition, under HKFRS 9,
entities may make an irrevocable election to present
subsequent changes in the fair value of an equity
investment (that is not held for trading) in other
comprehensive income, with only dividend income
generally recognised in profit or loss.

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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3. APPLICATION OF NEW AND REVISED 3.

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS") (Continued)

HKFRS 9 “Financial Instruments” (Continued)

° in relation to the impairment of financial assets,
HKFRS 9 requires an expected credit loss model, as
opposed to an incurred credit loss model under HKAS
39. The expected credit loss model requires an entity
to account for expected credit losses and changes in
those expected credit losses at each reporting date to
reflect changes in credit risk since initial recognition. In
other words, it is no longer necessary for a credit event
to have occurred before credit losses are recognised.

Based on the Group’s financial instruments and risk
management policies as at 31 December 2017, the directors
of the Company anticipate the following potential impact on
initial application of HKFRS 9:

Classification and measurement:

o Equity securities classified as available-for-sale
investment carried at cost less impairment as disclosed
in note 22. These securities qualified for designation
as measured at FVTOCI under HKFRS 9 and the Group
will measure these securities at fair value at the end
of subsequent reporting periods with fair value gains
or losses to be recognised as other comprehensive
income and accumulated in the investments
revaluation reserve; and

° Except for financial assets that are subject to expected
credit loss measurement, all other financial assets and
financial liabilities will continue to be measured on the
same bases as are currently measured under HKAS 39.

BRI REBIEEVBRE
ZA(EBMBHREER ] (&)

ERVBRBRELENFIRIEMTA |

(&

s FAUBHEEMFIRRETUBEE
BERBERERRIREFE AR
BRI ERNEIRREELEREX
BRGE  FHERBRAELRTER
ARHEBEHERBARSRE B HNE
HEABREBLEAR  URBOBER
BNERAREZ(L -T2 BABHF
BEGEEMHTRAEAEE -

ERNAEER _ZT—tF+-_A=+—HZ
TRTANMEREERR  ARREZEH
BREABEEMIERE LR B A EELIA

B/ 48 .
-2

i

2 EER

o RAFHHEREZRAREZIIRK
AR ERIET IR (R 52248 58 ) - IRIZ
EREMBHRELEESR  ZFEEBHE
BRET/AEAFESARMEE RS
B MAKRERREESTHREE
BRATFEAEXSTES  ARFER
SR A E eI a TN REERG
FEfT R Rk

. BERESEMEXHEZMBEEN
AR A R R A R
B FTIR B 2 BB & SHERIE39% 2 4R
GET R

BEEEEEERAR | =2 —+tFER



98

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
o

FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

3.

HUANXI MEDIA GROUP LIMITED

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS") (Continued)

HKFRS 9 “Financial Instruments” (Continued)

Impairment

In general, the directors of the Company anticipate that the
application of the expected credit loss model of HKFRS 9 will
result in earlier provision of credit losses which are not yet
incurred in relation to the Group's financial assets measured
at amortised costs and other items that subject to the
impairment provisions upon application of HKFRS 9 by the
Group.

Based on the assessment by the directors of the Company,
if the expected credit loss model was to be applied by the
Group, the accumulated amount of impairment loss to be
recognised by Group as at 1 January 2018 would have no
material change as compared to the accumulated amount
recognised under HKAS 39.

HKFRS 15 “Revenue from Contracts with
Customers”

HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for
revenue arising from contracts with customers. HKFRS 15
will supersede the current revenue recognition guidance
including HKAS 18 “Revenue”, HKAS 11 “Construction
Contracts” and the related interpretations when it becomes
effective.

Annual Report 2017
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3.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS") (Continued)

HKFRS 15 “Revenue from Contracts with
customers” (Continued)

The core principle of HKFRS 15 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 or services. Specifically,
the standard introduces 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 the
performance obligations in the contract

o Step 5. Recognise revenue when (or as) the entity
satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when (or as)
a performance obligation is satisfied, i.e. when “control” of
the goods or services underlying the particular performance
obligation is transferred to the customer. Far more
prescriptive guidance has been added in HKFRS 15 to deal
with specific scenarios. Furthermore, extensive disclosures
are required by HKFRS 15.

In 2016, the HKICPA issued clarifications to HKFRS 15 in
relation to the identification of performance obligations,
principal versus agent considerations, as well as licensing
application guidance.

The directors of the Company anticipate that the application
of HKFRS 15 in the future may result in more disclosures,
however, the directors of the Company 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.
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3.

HUANXI MEDIA GROUP LIMITED

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS") (Continued)

HKFRS 16 “Leases”

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 “Leases” and the related interpretations
when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled by
a customer. Distinctions of operating leases and finance
leases are removed for lessee accounting, and is replaced
by a model where a right-of-use asset and a corresponding
liability have to be recognised for all leases by lessees,
except for short-term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and impairment
losses, adjusted for any remeasurement of the lease
liability. The lease liability is initially measured at the present
value of the lease payments that are not paid at that date.
Subsequently, the lease liability is adjusted for interest and
lease payments, as well as the impact of lease modifications,
amongst others. For the classification of cash flows, the
Group currently presents operating lease payments as
operating cash flows. Upon application of HKFRS 16, lease
payments in relation to lease liability will be allocated into a
principal and an interest portion which will be presented as
financing cash flows by the Group.

Furthermore, extensive disclosures are required by HKFRS
16.

Annual Report 2017
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3.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS") (Continued)

HKFRS 16 “Leases” (Continued)

As at 31 December 2017, the Group has non-cancellable
operating lease commitments of HK$20,157,000 as
disclosed in note 36. A preliminary assessment indicates
that these arrangements will meet the definition of a lease.
Upon application of HKFRS 16, the Group will recognise a
right-of-use asset and a corresponding liability in respect
of all these leases unless they qualify for low value or
short-term leases.

In addition, the Group currently considers refundable
rental deposits paid of HK$5,490,000 as rights under
leases to which HKAS 17 applies. Based on the definition
of lease payments under HKFRS 16, such deposits are not
payments relating to the right to use the underlying assets,
accordingly, the carrying amounts of such deposits may
be adjusted to amortised cost and such adjustments are
considered as additional lease payments. Adjustments to
refundable rental deposits paid would be included in the
carrying amount of right-of-use assets.

Furthermore, the application of new requirements may result
in changes in measurement, presentation and disclosure as
indicated above.

The directors of the Company anticipate that the application
of other new and revised HKFRSs will not have a material
effect on the consolidated financial statements in the
foreseeable future.
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4.

HUANXI MEDIA GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) and by
the Hong Kong Companies Ordinance (“CO").

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments that are measured at fair values at the end
of each reporting period, as explained in the accounting
policies below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2 “Share-based
payment”, leasing transactions that are within the scope
of HKAS 17, and measurements that have some similarities
to fair value but are not fair value, such as net realisable
value in HKAS 2 “Inventories” or value in use in HKAS 36
“Impairment of Assets”.

Annual Report 2017
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

° Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the

asset or liability, either directly or indirectly; and

. Level 3 inputs are unobservable inputs for the asset or
liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company and its subsidiaries. Control is achieved
when the Company:

o has power over the investee;

o is exposed, or has rights, to variable returns from its
involvement with the investee; and

° has the ability to use its power to affect its returns.
The Group reassesses whether or not it controls an investee

if facts and circumstances indicate that there are changes to
one or more of the three elements of control listed above.
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4.

HUANXI MEDIA GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses
of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and
other comprehensive income from the date the Group gains
control until the date when the Group ceases to control the
subsidiary.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group's accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable.

Revenue is recognised when the amount of revenue can
be reliably measured; when it is probable that future
economic benefits will flow to the Group and when specific
criteria have been met for each of the Group’s activities, as
described below.

Revenue from licensing or sublicensing of film and TV
rights

Revenue from licensing or sublicensing of film and TV rights
for a fixed fee or non-refundable guarantee is recognised
when (i) an agreement has been signed with a customer,
(i) master tapes and materials have been delivered in
accordance with the terms of the underlying agreements,
provided that there is no further obligation to be performed
or fulfilled; and (iii) it is probable that the economic benefits
will flow to the Group and the amount of revenue can be
measured reliably.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)
Film right investment income

Film right investment income represents the Group’s share
of box office sales from films exhibited in movie theatres,
after the payment of taxes and other governmental charges
by the movie theatres, the deductions by movie theatres and
the monies payable to National Film Industry Development
Special Fund. The Group’s share of profit is determined
in accordance with the profit sharing ratio set out in the
respective film right investments agreements.

Film right investment income is recognised when (i) the
films are exhibited in movie theatres over the period, (i) the
amount of revenue can be measured reliably and (iii) the
collectability of the entitled proceeds is reasonably assured.

Agency commission and service income from property
agency is recognised in the accounting period in which
the services are rendered, which is generally the time
when a formal agreement among the transacted parties is
established.

Dividend income from investments is recognised when
the shareholders’ rights to receive payment have been
established.

Interest income is accrued on a time basis, by reference
to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the
estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on
initial recognition.
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4.

HUANXI MEDIA GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessee

Operating lease payments are recognised as an expense on
a straight-line basis over the lease term.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies)
are recognised at the rates of exchanges prevailing
on the dates of the transactions. At the end of the
reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that
date. 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. Non-monetary items that are measured in terms
of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary

items, and on the retranslation of monetary items, are
recognised in profit or l0ss in the period in which they arise.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

For the purposes of presenting the consolidated financial
statements, (i) the assets and liabilities of the Group’s
foreign operations are translated into RMB; and (ii) the assets
and liabilities of the Group denominated or translated in
RMB are then translated into the presentation currency of
the Group (i.e. Hong Kong dollars), using exchange rates
prevailing at the end of each reporting period. Income and
expense items are translated at the average exchange rates
for the year, unless exchange rates fluctuate significantly
during the year, in which case, the exchange rates prevailing
at the dates of transactions are used. Exchange differences
arising, if any, are recognised in other comprehensive
income and accumulated in equity under the heading of
translation reserve. Exchange differences relating to the
foreign operations are reclassified to profit or loss when the
foreign operations are disposal of.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.

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

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Government grants

Government grants that are receivable as compensation
for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with no
future related costs are recognised in profit or loss in the
period in which they become receivable.
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4.

HUANXI MEDIA GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Retirement benefit costs

Payments to state-managed retirement benefit schemes and
the Mandatory Provident Fund Scheme (the “MPF Scheme”)
are recognised as an expense when employees have
rendered service entitling them to the contributions.

Payments made to state-managed retirement benefit
schemes are dealt with as payments to defined contribution
schemes where the Group’s obligations under the schemes
are equivalent to those arising in a defined contribution
retirement benefits scheme.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid as
and when employees rendered the services. All short-term
employee benefits are recognised as an expense unless
another HKFRS requires or permits the inclusion of the
benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave)
after deducting any amount already paid.

Share-based payment transactions
Equity-settled share-based payment transactions

Equity-settled share-based payment transactions with
parties other than employees are measured at the fair
value of the goods or services received. The fair values of
the goods or services received are recognised as expenses
unless the goods or services qualify for recognition as
assets.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on the taxable profit for
the year. Taxable profit differs from profit or loss before
tax as reported in the consolidated statement of profit or
loss and other comprehensive income because of income
or expense that are taxable or deductible in other years
and items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the
reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax
bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised
for all deductible temporary difference to the extent that
it is probable that taxable profits will be available against
which those deductible temporary differences can be
utilised. Such deferred tax assets and liabilities are not
recognised if the temporary difference arises from the initial
recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.
Deferred tax assets arising from deductible temporary
differences associated with such investments are only
recognised to the extent that it is probable that there will be
sufficient taxable profits against which to utilise the benefits
of the temporary differences and they are expected to
reverse in the foreseeable future.
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4.

HUANXI MEDIA GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits will
be available to allow all or part of the asset to be recovered.

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

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of
its assets and liabilities.

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises
from the initial accounting for a business combination, the
tax effect is included in the accounting for the business
combination.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment

Property, plant and equipment are stated in the consolidated
statement of financial position at cost less subsequent
accumulated depreciation and accumulated impairment
losses, if any.

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment less their
residual values over their estimated useful lives, using the
straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment 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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4. SIGNIFICANT ACCOUNTING POLICIES 4. TEEGTTBE(E)
(Continued)
Intangible assets BELEE
Internally-generated intangible assets - AMEEZBTLEE - RHREHE

software development costs

Expenditure on research activities is recognised as an MEESHITREELRERRAMS -

expense in the period in which it is incurred.

An internally-generated intangible asset arising from EEEENUATHEREGIERE  JREM
development activities (or from the development phase of BORE) (ANEIEE A ERR) BARAEE
an internal project) is recognised if, and only if, all of the ZEBEEELTSTUER:

following have been demonstrated:

. the technical feasibility of completing the intangible .
asset so that it will be available for use or sale;

. the intention to complete the intangible asset and use .
or sell it;

. the ability to use or sell the intangible asset; .

. how the intangible asset will generate probable future .

economic benefits;

. the availability of adequate technical, financial and o
other resources to complete the development and to
use or sell the intangible asset; and

. the ability to measure reliably the expenditure .

attributable to the intangible asset during its
development.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets (Continued)

Internally-generated intangible assets -
software development costs (Continued)

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred
from the date when the intangible asset first meets
the recognition criteria listed above. Where no
internally-generated intangible asset can be recognised,
development expenditure is recognised in profit or loss in
the period in which it is incurred.

Subsequent to initial recognition, internally-generated
intangible assets are reported at cost less accumulated
amortisation and accumulated impairment losses (if any).
Amortisation for intangible assets with finite useful lives
is recognised on a straight-line basis over their estimated
useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate being accounted
for on a prospective basis.

An intangible asset is derecognised on disposal, or when no
future economic benefits are expected from use or disposal.
Gains and losses arising from derecognition of an intangible
asset, measured as the difference between the net disposal
proceeds and the carrying amount of the asset, are
recognised in profit or loss when the asset is derecognised.
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4.

HUANXI MEDIA GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Film and TV rights

Film and TV rights under production

Film and TV rights under production are carried at cost,
less any identified impairment loss. Cost includes all direct
costs associated with the production of films and TV rights
including production costs, costs of services, direct labour
costs, facilities and raw materials consumed in the creation
of films or TV programmes as well as rental of camera,
equipment and other facilities.

Film and TV rights under production are transferred to "Film
and TV rights completed” upon completion of production.

Film and TV rights completed

Film and TV rights are stated at cost, less accumulated
amortisation and accumulated impairment losses, if any.
Amortisation for these film and TV rights is charged so
as to write off the cost of the asset based on usage by
way of release the films and programmes through various
distribution channels, such as theatrical release, television
release or internet release, and other licensing arrangement.

Annual Report 2017

4.

TEEHBE(E)

EXRERBIRE
HFFZEZREVBIIRE

SUER 2 B N EAR B AR E 1R A AR E 7] AT
BRPBREBBAR KABHEREEEY
REGBIRERBZMBAEERRAE  BHEH
TERAR ~ IRIEAA - ERE T - BIEE
FRERBENBREPRERZRELRHM
B URBEH  REREMEREZES -

P ZEENERBREN R ETKEE
BREDTRZIEFZ RERBINRE] -

ExHZEZLRERBIIKE

BEXREGBI RERK AR R & RE
WMERERE(MAE) I - ZFEF REREIR
BZEHEK TG URERZREEDH
REBTERX LR (AT BRET
HEBEET) REMEFFREMEEEN
7 o



115

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& BB e Ak W R

FOR THE YEAR ENDED 31 DECEMBER 2017 #Z =%

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Film and TV rights (Continued)

Film right investments

Film right investments are the Group’s investments in film
production project which entitles the Group to share certain
percentage of income to be generated from the related film
based on the proportion of investment amounts as specified
in respective film right investment agreements.

Film right investments are stated at cost, less any identified
impairment loss. The costs of film right investments are
recognised as expenses in cost of sales upon the entitlement
of income in accordance with respective film right
investment agreements.

Licensed film and TV rights

Licensed film and TV rights represent the Group's
investments in film and TV right licenses. The Group acquired
or licensed rights from outsiders for broadcasting of films or
TV drama series on its online video platform or sublicensing
the license rights to other parties. Licensed film and TV
rights are stated at cost, less accumulated amortisation and
accumulated impairment losses, if any.

Licensed film and TV rights are amortised on a straight-
line basis over their estimated useful lives of one to two
years. The estimated useful life and amortisation method
are reviewed at the end of each reporting period, with the
effect of any changes in estimation being accounted for on a
prospective basis.
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4.

HUANXI MEDIA GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Film and TV rights (Continued)

Derecognition

Film and TV rights are derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of film
and TV rights, measured as the difference between the net
disposal proceeds and the carrying amount of the asset, are
recognised in profit or loss when the asset is derecognised.

Art work

Art work is shown at historical cost less any identified
impairment loss.

Impairment losses on tangible assets and
intangible assets other than goodwiill

At the end of the reporting period, the Group reviews
the carrying amounts of its tangible and intangible assets
with finite useful lives to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the relevant asset is estimated in order to determine the
extent of the impairment loss (if any).

When it is not possible to estimate the recoverable
amount of an asset individually, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. Where a reasonable and consistent basis
of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis
can be identified.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses on tangible assets and
intangible assets other than goodwiill
(Continued)

Recoverable amount is the higher of fair value 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 assessments of the time value of money and the
risks specific to the asset (or a cash-generating unit) for
which the estimates of future cash flows have not been
adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or a cash-generating unit) is
increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed
the carrying amount that would have been determined
had no impairment loss been recognised for the asset
(or a cash-generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss.
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4.

HUANXI MEDIA GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments

Financial assets and financial liabilities are recognised when
a group entity becomes a party to the contractual provisions
of the instruments.

Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities
at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or
loss are recognised immediately in profit or loss.

Financial assets

Financial assets are classified into the following specified
categories: financial assets at fair value through profit or
loss (“"FVTPL"), available-for-sale (“"AFS") financial assets and
loans and receivables. The classification depends on the
nature and purpose of the financial assets and is determined
at the time of initial recognition. All regular way purchases
or sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or
convention in the marketplace.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Effective interest method

The effective interest method is a method of calculating
the amortised cost of a debt instrument and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the net carrying amount on
initial recognition.

Interest income is recognised on an effective interest basis
for debt instruments.

Financial assets at FVTPL

Financial assets are classified as at FVTPL when the financial
asset is either held for trading or it is designated as at FVTPL.
A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near future; or

o on initial recognition it is a part of a portfolio of
identified financial instruments that the Group manages
together and has a recent actual pattern of short-term
profit-taking; or

o it is a derivative that is not designated and effective as
a hedging instrument.
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4.

HUANXI MEDIA GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)
Financial assets at FVTPL (Continued)

Financial assets at FVTPL are measured at fair value, with
any gains or losses arising on remeasurement recognised in
profit or loss. The net gain or loss recognised in profit or loss
excludes any dividend or interest earned on the financial
assets and is included in the other gains and losses line
item.

AFS financial assets

AFS financial assets are non-derivatives that are either
designated as available-for-sale or are not classified as (a)
loans and receivables, (b) held-to-maturity investments or (c)
financial assets at FVTPL.

AFS equity investments that do not have a quoted market
price in an active market and whose fair value cannot be
reliably measured are measured at cost less any identified
impairment losses at the end of each reporting period.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans
and receivables (including trade and other receivables and
bank balances and cash) are carried at amortised cost using
the effective interest method, less any identified impairment
losses.

Interest income is recognised by applying the effective

interest rate, except for short-term receivables where the
recognition of interest would be immaterial.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Impairment of financial assets

Financial assets, other than FVTPL, are assessed for
indicators of impairment at the end of each reporting period.
Financial assets are considered to be impaired where there
is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial
asset, the estimated future cash flows of the financial assets
have been affected.

Objective evidence of impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as default or delinquency in
interest or principal payments; or

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

Objective evidence of impairment for a portfolio of
receivables could include the Group’s past experience of
collecting payments, an increase in the number of delayed
payments in the portfolio past the average credit period as
well as observable changes in national or local economic
conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference between
the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the financial
asset’s original effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods.
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4.

HUANXI MEDIA GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Impairment of financial assets (Continued)

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with
exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account
are recognised in profit or loss. When a trade receivable
is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment losses was recognised,
the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying amount
of the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the
impairment not been recognised.

In respect of AFS equity investments, impairment losses
previously recognised in profit or loss are not reversed
through profit or loss. Any increase in fair value subsequent
to an impairment loss is recognised in other comprehensive
income.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. Equity instruments issued by the Company
are recognised at the proceeds received, net of direct issue
costs.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial liability, or, where
appropriate, a shorter period, to the net carrying amount on
initial recognition.

Interest expense is recognised on an effective interest basis.
Financial liabilities at amortised cost

Financial liabilities (including trade and other payables,
amount due to a related party and borrowing) are

subsequently measured at amortised cost using the effective
interest method.
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4.

HUANXI MEDIA GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all
the risks and rewards of ownership of the asset to another
entity.

On derecognition of a financial asset, the difference between
the asset’s carrying amount and the consideration received
and receivable is recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group's obligations are discharged, cancelled or
have expired. The difference between the carrying amount
of the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which
are described in note 4, the directors of the Company are
required to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
underlying assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.
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5.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Critical judgements in applying accounting
policies

The followings are the critical judgements, apart from those
involving estimations (see below), that the directors have
made in the process of applying the Group’s accounting
policies and that have the most significant effect on
the amounts recognised in the consolidated financial
statements.

Revenue recognition on revenue from licensing or
Sublicensing of film and TV rights

The directors of the Company considered whether it was
appropriate to recognise the revenue from licensing or
sublicensing of film and TV rights of HK$52,772,000 (2016: nil)
in the current year, which is in line with the Group's general
policy of recognising revenue from licensing or sublicensing
of film and TV rights when master tapes and materials
have been delivered in accordance with the terms of the
underlying agreements or whether it was more appropriate
to defer revenue recognition throughout the license period.

In making the judgement, the directors of the Company
considered the detailed criteria for the recognition of
revenue from film and TV rights set out in HKAS 18 and
whether there is no further obligation to be performed
or fulfilled. Following the detail analysis of the Group's
obligation to be performed or fulfilled, the directors of the
Company are satisfied that recognition of the revenue in the
current year is appropriate.

Key sources of estimation uncertainty

The followings are the key assumptions concerning the
future, and other key sources of estimation uncertainty at
the end of the reporting period, that have a significant risk
of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.
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5.

HUANXI MEDIA GROUP LIMITED

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty
(Continued)

Estimated impairment of film and TV rights

At the end of the reporting period, the management of the
Group assesses any impairment on film and TV rights with
reference to its recoverable amount. The assessment was
made on a film-by-film basis. The recoverable amount of
the film and TV rights was determined based on the present
value of the expected future revenue generated from the
film less future cost of sales and service rendered. If the
recoverable amount is lower than the carrying amount, the
carrying amount of the film and TV rights will be written
down to its recoverable amount. The Group’s estimation
of recoverable amount of film and TV rights reflects the
management'’s best estimate of future cash flows expected
to be generated from the film and TV rights.

In determining recoverable amount of film and TV rights,
the Group takes into consideration the film right investment
agreements and distribution and licensing agreements
entered into or in discussion by the Group, along with the
current market environment to project cash flows expected
to be received through share of profit from film right
investments and distribution or licensing income.

As at 31 December 2017, the carrying amount of film and
TV rights under production amounted to HK$384,331,000,
which represented approximately 37% of the Group's total
assets. In assessing the impairment on film and TV rights
under production, the directors of the Company are required
to make greater extent of estimates and assumptions in
regards of the carrying amount of film and TV rights under
production since the production of film and TV rights was
still in progress and the results would be more uncertain as
comparing to other film and TV rights.

Based on the management assessment’s on the impairment
of film and TV rights, the directors of the Company
determined that no impairment provision to be charged to
film and TV rights during the year ended 31 December 2017
(2016: nil).
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5.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty
(Continued)

Estimated impairment of prepayment for film and TV rights

At the end of the reporting period, the management of the
Group assesses the recoverability of prepayment for film
and TV rights based on the contract terms on agreements,
estimated budget of the proposed production and the
progress on how the prepayment has been used.

Based on the management’'s assessment on the
recoverability of prepayment of film and TV rights, the
directors of the Company determined that no impairment
provision to be charged to prepayment of film and TV rights
during the year ended 31 December 2017 (2016: nil).

REVENUE

An analysis of the Group's revenue for the year, net of sales
related tax, is as follows:
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e

2017 2016

—E—+F —ZT—RF

HK$'000 HK$'000

BT BT T

Sublicensing of film and TV rights (Note a) B R ERBIMRED % (Ki:Ta) 52,772 -

Film right investment income (Note b) BRMAERE WA (K3Eb) - 5,073
Property agency commission and service REENMERERAE R

income in Hong Kong PR 75 A 437 11,039

53,209 16,112

BEEREEERLAT | —2—tEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2017 #Z =%

6. REVENUE (Continued)

Notes:

(@)

For the year ended 31 December 2017, the Group recognised
revenue of HK$52,772,000 from sublicensing of certain film and TV
right of a film in different regions for various channels to certain
independent third parties.

During the year ended 31 December 2015, the Group entered
into agreements with RGM AR LEEBR AT ("HRiEHA
"), a company in which Mr. Ning Hao (“Mr. Ning"), a non-executive
director of the Company, has beneficial interest, to invest in a film
at a consideration of RMB11,800,000 (equivalent to approximately
HK$13,723,000 (note 40(a)), whereby the Group can share 20% of
net income comprising of box office sales income from exhibition
in movie theatres less taxes and other governmental charges,
deduction by movie theatres, payment for industrial development
fund as well as other payment in relation to production and
distribution of the film, royalty income on copyright on the
internet, royalty income on copyright on game of using the
content and income from placement marketing. During the year
ended 31 December 2016, the film was released and the carrying
amount of the related film and TV rights was recognised as cost
of sales, while the film right investment income of HK$5,073,000
(note 40(a)) was recognised as revenue accordingly.

7. SEGMENT INFORMATION

The following is an analysis of the Group’s revenue and
results by operating and reportable segments, based
on information provided to the chief operating decision
maker (“CODM") representing the executive directors of
the Company, for the purpose of resource allocation and
assessment of performance on different business units.
This is also the basis upon which the Group is arranged and
organised.

The Group’s operations are currently organised into three
operating and reportable segments as follows:

Investment in film and

TV

Property agency in
Hong Kong

Securities trading and
investments

HUANXI MEDIA GROUP LIMITED

— Investment in film and TV rights
rights

— Provision of property agency
and related services in

Hong Kong

— Securities trading and
investments

Annual Report 2017

—tF+-A=1t—BLEHFE

6. W (&)

MeE

@ MREE-_ZT—+tF+-_A=+—BHLEEE XK
El?fTH BEETBYE=HE &
R T RIME 2 55T EF R ERE MREmH#ER
W A 78 #52,772,0007C °

b)) REBEE-_ZT-—REF+-_A=+—HLEFE A&
EEEHRRNRAGFRITESE S AL ([BhE])
EmiANRGHAZEUEFEBRAR (MR
PSR A 1) TS ek - LA (B A K %11,800,0007T
(*H R #)74113,723,0007T ) (Ff3E40(@)) & —

HEY Bt ARBERA R EERRBAEE
J%fa%uw\(ﬁﬁumﬂlﬁxzﬁmﬂzﬂﬂﬁzé -7
RNE TEREESNBRESYRIERE
THENEMER DBEARESTFERA -
PEEE AR B R E A E)ﬁﬁzﬂ&
BWRAR) P OMEKAFEEN20% REE-F
—RNE+ZA=+—ALFE REFOET
HEMEY RERERERABEERRAAMNE
EJZZK B AR AE I E WA 885,073,000 (M 5%

(a)) B A FE s hE R A U2k o

7 &E

AT REEERFAIZRDBME D 2 N EHE
Wt MEEDNT - WM IERRERD B

KHE TR KB 2 RE MR T ELER
RE(TEZELZERRE | IARBZHAITE
BIRBZER - T RAKEEERARZ
At -

$EIZ%5‘%EEE¢“7%_{§ G5
=B ﬁi'ﬁﬁu—lt :

BEXNERE -BEXRERBRERE

RIERE
FEZMERE -RBBRERBYERER

14 78 AR 755

EHFREEMME -BHEERRE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2017 &2 —ZE—+F+-_A=+—HILFE

7. SEGMENT INFORMATION (Continued) 7. DEER(E)
The following is an analysis of the Group’s revenue and REEBRKCERAZHRDIME D 2 Wz K
results by operating and reportable segments: EE>WWT -

Investment in filmand  Property agency in Securities trading

TV rights Hong Kong and investments Consolidated
YRERBRERE EBZNERE BEEERRE 58
2017 2016 2017 2016 2017 2016 2017 2016
ZE-tf ZE-RF ZB-tf ZZ-5F ZB-tf ZZ-RF ZB-tf ZZ-5%
HK$'000 HK$'000  HKS$'000 HK$'000  HKS$'000 HK$'000  HK$'000 HKS'000
BT ABTr  B¥Tr  A%Trn  B%Tn  BETr  B¥Tn  ABTR
Segment revenue 2 HlE
- External sales net of tax —INEIEE (MRFE) 52,772 5,073 437 11,039 - - 53,209 16,112
Segment (loss) profit A3 (ER) B (18,716)  (1,191,294) (143) (1,193) 4,182 (2816)  (14,677) (1,195,303)
Unallocated corporate income R A EZREMA 2,049 9,211
Unallocated corporate expenses kA& 2 PEHX (82,377)  (67,653)
Finance costs BBER (154) -
Loss before tax BHAIEE (95,159)  (1,253,745)
Other information (included in  Eh & (;t A2
measure of segment (loss) (BR) &)
profit)
Gain (loss) on change in fair value  #{FEERE 2
of investments held for trading AT EEE
s (B8) - - - - 3,747 (4.236) 3,747 (4,236)
Other income EfA 4,769 2,674 827 44 588 1433 6,184 4151
Depreciation of property, NE -BER
plant and equipment RENE 1,056 359 4 8 - - 1,060 148
Amortisation of intangible assets B AE 7 H 2,251 - - - - - 2,251 -
Amortisation of fim and TV rights  EZ REBEIREY
B 56,640 13,723 - - - - 56,640 13,723
Loss on disposal of property, LENE BER
plant and equipment Gapd 3 - - - yA] - - = 2
Impairment loss on HEHELRE Y
available-for-sale investment HEBE 208 15,333 - - - - 208 15,333
Impairment l0ss on UG ZRERE
trade receivables - - - 0 - - - K
Reversal of impairmentlosson B 2 FiEEE
trade receivables #e - - 34 268 - - 34 2%8
Share-based payments to film NEFERIRAE
directors b-SHARE | - 11040 = - = - - 1040
During the year ended 31 December 2016, all of the segment RNEBEE_ZE—-—R"F+_A=+—RHILEE "

revenue net of tax on film right investments above was
derived from a related party, details of which were set out in
note 40(a).

FREZRERE ZHMA D #BUE (FNER R
H)HRE —REEAL  BEFEHNHE
40(a) °

BEMRERERAT —eRER
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FOR THE YEAR ENDED 31 DECEMBER 2017 &2 —E—+F+-_A=+—HILFE

7. SEGMENT INFORMATION (Continued) 7. DEER(E)

The accounting policies of the operating segments are the T 2 SETBGE B AT A & E
same as the Group's accounting policies described in note GETBURER - a0 (EER) &ZFESH S
4. Segment (loss) profit represents the (loss) profit from B (B8R - BN S ER RS EEFERA
each segment without allocation of unallocated corporate (EEB|EETRITFANBWA - HEREMRZ
income (which mainly includes certain bank interest income, WakETFTHEBERA)  RKoREeERX (F
gain on disposal of art work and certain sundry income), ZEREE TITHAZ RE XK (B518)) ki
unallocated corporate expenses (which mainly include BER - W AREIRS R &G RE MR
certain administrative expenses and exchange gain (l0ss)) FTELERAREERNFTEERZ
and finance costs. This is the measure reported to the CODM
for the purposes of resource allocation and performance
assessment.
Segment assets and liabilities PHEERAEE
The following is an analysis of the Group's assets and BEERAIZEXRDHE D 2 AEEHEERE
liabilities by operating and reportable segments: BT

Investment in filmand  Property agency in Securities trading

TV rights Hong Kong and investments Consolidated
EYRERERERE ERzNERE REBERRE g8
2017 2016 2017 2016 2017 2016 2017 2016
ZE-tF T 5F ZB-tF _Z-RF ZB-tF ZT-RF ZB-tf _T5F

HK$'000  HKS'000  HK$'000
B8t RETT  E%Tn

HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
ARTT  RMTR  ARTT  RMTR ERTR

8,015 - 52,768 998,810 795,749

41,117 215,806

1,046,527 1,011,550

9,492 1,628 1,628 45,304 176,744

ASSETS EE

Segment assets PHEE 998,411 734,966 399
Unallocated assets FAREE

Consolidated total assets LAEERAE

LIABILITIES af

Segment liabilities PHEE 41,650 165,624 2,026
Unallocated liabilities KOREHE

Consolidated total liabilities GREERE

HUANXI MEDIA GROUP LIMITED Annual Report 2017

209,056 7,900
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FOR THE YEAR ENDED 31 DECEMBER 2017 &2 —ZE—+F+-_A=+—HILFE

7. SEGMENT INFORMATION (Continued) 7. DEER (&)
Segment assets and liabilities (Continued) PTEHEEREE(E)

aF

For the purposes of monitoring segment performances and RERSBRARESHESEEIR

allocating resources between segments:

ﬁﬁﬁﬁ%" LEKERAIZ2HDE - ¢
ETWE BELSE BEiH BT

FF#

- all assets are allocated to operating and reportable =
segments other than certain property, plant and

equipment, art work, certain other receivables and HEERRERE TRITEREE SR
certain bank balances and cash; and N5 R

- all liabilities are allocated to operating and reportable = Fﬁ*ﬁ‘ﬁ%ﬁ@ﬂ?&ﬁ&%&—l W M
segments other than certain other payables, amount AETHEMEMNZIEA BN —RBEEAL

due to a related party, borrowing and certain tax I B RE T REAFRIBRRIN
payable.

Entity-wide disclosures ERSGEARKE

Geographical information Hh B &

The Group's current operations are mainly located in the
People’s Republic of China (the “PRC") and Hong Kong.

Information about the Group’s revenue net of tax is

AEERRNEBIEMNTEARKLNE
(THREDREE -

AEB 2 WaE (MRHIAE) ERIZEBEBE

Lz ERBMEE - HEEMEWEID 2K
SEFRBEE(TEESRTE) ERFHE

presented based on the location of the operations of the
relevant business units. Information about the Group’s

non-current assets (excluding financial instruments) by wnr
geographical location of the assets are detailed below:
Revenue Non-current assets
W &= FRBEE
2017 2016 2017 2016
—E—tF —ET—RE ZB—tF ZET—XKF
HK$'000 HK$ 000 HK$'000 HK$'000
BT T BT BT T BT T
Hong Kong BB 437 10,288 127,071 125,689
The PRC s 52,772 5,824 336,013 125,411
53,209 16,112 463,084 251,100
BEEEEERRAR —FFER
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FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

7. SEGMENT INFORMATION (Continued) 7. DEER ()
Information about major customers FEEFER
For the years ended 31 December 2017 and 2016, revenue BHEZ—+&RFT—R"F+A=1+—
from customers of the corresponding years contributing HIEFE REEFERERPHASEA KT
over 10% of the total revenue net of tax of the Group are as (B HE) WERE10% 2 am T
follows:
2017 2016
—E—+tEF —E—RF
HK$'000 HK$'000
BET T BT T
Customer A ZEEA 46,243 -
Customer B’ & B 5,759 -
Customer C? BpC? - 5,756
Customer D EFD! - 5,073
1 The revenue was derived from investment in film and TV rights in ! WHRKEPREBEE REEEREIRE -
the PRC.
2 The revenue was derived from property agency in Hong Kong. e WHRKEEFBMERE -
8. OTHER INCOME 8. Hflg A
2017 2016
—E—tF —E-RF
HK$'000 HK$'000
BT T BT T
Interest on bank deposits RITF B 152 907
Interest on loan receivable EUE X FE - 22
Dividend income SR ON 588 1,433
Government grant (Note) B #68 B (B 5E) 2,635 2,245
Sundry income MIEUWA 2,858 340
6,233 4,947

Note: Government grant of RMB2,279,000 (equivalent to approximately
HK$2,635,000) (2016: RMB1,931,000 (equivalent to approximately
HK$2,245,000)) was received from Tianjin Government for the
purpose of enhancing the economic development of Tianjin. There
was no condition attached to such government grant.

MaE - RORBUN 2 BUR i B A R #62,279,0007T (18
E R ABHE2,635000T) (ZE—RF: ARK
1,931,0007T (18 & B 4978 #2,245,0007T)) * LATE
ERRCEBER o 25 BUNH BT Al 54 o

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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9. HiblimREE

9.

10.

11.

OTHER GAINS AND LOSSES

133

2017 2016
—EB—+F —E—RF
HK$'000 HK$'000
BT T BT T
Gain (loss) on change in fair value of BIEEBEREZ A TFEZH KRG
investments held for trading (E518) 3,747 (4,236)
Gain on disposal of subsidiaries (note 35) &M B A Bz WS (M #E35) - 797
Gain on disposal of art work & B9 < s 2,000 =
Impairment loss on trade receivables FEWBR R 2 R E &5 1B - (30)
Impairment loss on available-for-sale AHEERE ZREEE
investment (208) (15,333)
Reversal of impairment loss on trade B EEWERERZ BERE
receivables 34 268
Loss on disposal of property, plant and LEWE BELSEZEE
equipment (10) (606)
Exchange (loss) gain, net X (B5E) s - 35 (2,475) 7,817
3,088 (11,323)
FINANCE COSTS 10. K EH
2017 2016
—E—+tF —E-RF
HK$'000 HK$'000
BET T BT T
Interest on borrowing & 3 B 154 -

INCOME TAX EXPENSE

Under the Law of the PRC on Enterprise Income Tax (the "EIT
Law”) and Implementation Regulation of the EIT Law, the
tax rate of the PRC subsidiaries is 25% from 1 January 2008

onwards.

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profit for both years. No provision for Hong Kong
Profits Tax has been made in the consolidated financial
statements as the relevant group entities incurred tax

losses.

1. Fr88EAX

HEE

HEGHKEEERAF

REBHFBECEMRSIRE(TREMBFRED R
CEMBHEERGS B -—TTN\F—A
— B hEELRZHER25% -

P M8 F 2 2 & 78 RIS B9 42 (4 7 R AR B0 7
AT E16.5%TH - HREAEEEBELDN
WA BN A B IRERAEEF
SRIELBE -

~R—EEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2017 &2 —E—+F+-_A=+—HILFE
11. INCOME TAX EXPENSE (Continued) 1. FiEFExX (&)

AFEEZABHAXEGEREREMBEE
Wtk 2 BRI B EEERNT

The income tax expense for the year can be reconciled to
the loss before tax per the consolidated statement of profit

or loss and other comprehensive income as follows:

2017 2016
—E—4i=F —E—RF
HK$000 HK$'000
BT T BT T
Loss before tax BRI AT E 1R (95,159) (1,253,745)
Tax at the applicable rate of 25% Tym%%&i%%ﬁ S 2 I8
(2016: 25%) LT—RF : 25%) (23,790) (313,436)
Tax effect of expenses not deductible T—Jm ERAS o MG T2
for tax purpose 14,759 190,568
Tax effect of income not taxable BARBWAZRB 2
for tax purpose (3,896) (7,343)
Tax effect of temporary difference not RERBREZEE IR E
recognised (398) (183)
Tax effect of tax loss not recognised FERRBEEB 2R E 2,639 26,759
Effect of different tax rates of subsidiaries FEHEMEEEERER KL
operating in other jurisdictions WEBRARTRME 2 & 10,686 103,635
Income tax expense for the year AEFREHAX - -

HUANXI MEDIA GROUP LIMITED

Annual Report 2017
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

12. LOSS FOR THE YEAR 12. XEEEE

2017 2016
—E—tHF —E-RF
HK$'000 HK$'000
BT T BT T

Loss for the year has been arrived at after 7N & B8 &K%

charging: TH&IE -
Directors’ remuneration, including EEd kS

retirement benefits scheme contributions (£ 35:R K& F5H &It 20)

(note 13) (PBFEE13) 19,033 18,054
Other staff costs Hh B TRA 29,814 23,501
Other staff’s retirement benefits Hih B T 7 RIREFETRIHE

scheme contributions 3,597 1,941
Total staff costs BIRAEE 52,444 43,496
Auditor’'s remuneration 1% EXRD BN & 3,664 1,726
Depreciation of property, plant and ME - BMERIBZINE

equipment 2,237 1,012
Amortisation of intangible assets B EECHEE

(included in cost of sales) (FFASHERA) 2,251 -
Amortisation of film and TV rights B R EIRE RAE 2

(included in cost of sales) (FFASHERLA) 56,640 13,723
commission expense on property agency  WEREBEHEESZHX

(included in cost of sales) (G ASHERR) 181 6,842
Operating lease charges-minimum lease MAEWE  mEk

payments in respect of office premises, EHREEHEER

shops and photocopying machines —HEEENHE 14,953 13,629

BEEEEEERAR | =2 —+tFER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

o

FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

13. DIRECTORS' EMOLUMENTS

Directors’ emoluments for the year, disclosed pursuant to
the applicable Listing Rules and CO, are as follows:

For the year ended 31 December 2017

13. EEM <
RIBER EFRAIRA A GOIRE 2 R
EEZMEMT -

BEZ-_F-+tF+-A=t—HL

FE
Retirement
Salaries  Performance benefits
and other related scheme Total
Fees benefits bonus contributions  emoluments
8% RERBN BIRER
ok Rt B ZRA HELES Fo45
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT
(Note a)
(Hiza)
Executive Directors BTES
Mr. Dong g 262 1,464 2,430 - 4,156
Mr. Xiang Shaokun, Steven (‘Mr. Xiang") (Note b)  B#RE 54 ([B%4)) (i) - 10,989 2,430 18 13,437
Sub-total i 262 12,453 4,860 18 17,593
Non-Executive Directors FHTES
Mr. Ning EfE 20 - - - 240
Mr. Gao Zhikai Ehlbi 240 - - - 240
Mr. Xu Zheng ("Mr. Xu’) RELE(REE] 240 - - - 240
Sub-total 1N 720 - - - 720
Independent Non-Executive Directors BUEHITES
Mr. Li Xiaolong FEEE 240 - - - 240
Mr. Su Tuong Sing, David BEERE 240 - - - 240
Mr. Wong Tak Chuen REREE 240 - - - 240
Sub-total st 720 - - - 720
Total st 1,702 12,453 4,860 18 19,033

HUANXI MEDIA GROUP LIMITED

Annual Report 2017
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FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE
13.EEM <€ (&)
BE-ZE—X"E+ZA=+—HL

13. DIRECTORS' EMOLUMENTS (Continued)

For the year ended 31 December 2016

F

Retirement
Salaries  Performance benefits
and other related scheme Total
Fees benefits bonus contributions  emoluments
8k REEBN BIRER
we EthER R4 BELE Foug
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETR BETR BETR BETT
(Note )
(Kiza)
Executive Directors BTES
Mr. Dong ghe 262 1,452 2510 = 4.224
Mr. Xiang (Note b) B 54 (FisEb) - 9,664 2510 18 12,192
Sub-total st 262 1,116 5,020 18 16,416
Non-Executive Directors FHUTES
Mr. Ning B 23 - - - 243
Mr. So Chak Kwong (Note ¢) BB ak (i) 180 - - - 180
Mr. Gao Zhikai BEdLL 23 - - - 243
Mr. XU RiEE 23 - - - 243
Sub-total Nt 909 - - - 909
Independent Non-Executive Directors BUFHTES
Mr. Li Xiaolong N4 23 _ _ _ 13
Mr. Su Tuong Sing, David REREE 213 - - - 23
Mr. Wong Tak Chuen BEREE 243 - - - 23
Sub-total INet 729 - - - 729
Total b 1,900 11,116 5,020 18 18,054
BEHEEEEGRATE SBR—EEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

o

FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

13. DIRECTORS' EMOLUMENTS (Continued)

Notes:

(a) The performance related bonus is determined by reference to
individual performance of the directors and approved by the
remuneration committee of the Company (the “Remuneration
Committee”).

(b) Mr. Xiang is the chief executive officer of the Company and his
emoluments disclosed above included these services rendered by
him as the chief executive officer.

(c) Mr. So Chak Kwong has resigned as a director of the Company on
30 September 2016.

For years ended 31 December 2017 and 2016, no
emoluments were paid by the Group to any of the directors
as an inducement to join or upon joining the Group or as
compensation for loss of office. None of the directors waived
any emoluments for both years ended 31 December 2017
and 2016.

HUANXI MEDIA GROUP LIMITED Annual Report 2017

13. EEM = (&)

FsE

@ EERBERZIEADREBEEZEARRETE
BEARRFHHEE S ([HFHEES )k -

by EELERAKRAITHMAE  EXPHEEZH
& BB EEETTBRAAE AR GRS 2% X
2B

© HFHEARLEER_T-XRFNA=THEE
RRAEE -

HE_ZT—+tFRE—R"F+A=1+—
HLEFE AEEHRERTAESIMNEM
e UEAMAREBR S MAREREE 2 12
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FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

14. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees of the Group during the year
included two (2016: two) directors of the Company, details
of whose emoluments are included in note 13 above. Details
of the remuneration for the year of the remaining three
employees (2016: three employees) with highest paid are as

14. a2 BEMEEES

FR-AEERLESHEEERERS (=
T—RNF WMB)ARRES  EH2F1EH
REXHEZ - FREB=R(ZF—RF:
“HRB)EEMEREREZHFESFHBAOT -

follows:
2017 2016
—E—+tF —E—RHF
HK$'000 HK$'000
BEET T BT T
Salaries and other benefits e hHMER 6,181 5,852
Performance related bonus BRRIF R 2 IE4T 515 496
Retirement benefits RIREF 27 21
6,723 6,369

The number of the highest paid employees who are not the
directors of the Company whose remuneration fell within the

following bands are as follows:

TN FUATEENSRSMEEE GEART]
EX)ABHT

Number of employees

HK$1,500,001 to HK$2,000,000

HK$2,000,001 to HK$2,500,000

HK$2,500,001 to HK$3,000,000

75 %1,500,0017C &
75 #2,000,0007T
75 12,000,001 &
7 #2,500,0007C
75 #2,500,001 T E
713,000,000

EEAY

2017 2016

o I s
1 1

1 1

1 1

3 3

BEEEEEERAR | =2 —+tFER
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FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

15. DIVIDENDS 15. K&
Neither dividends were paid, declared or proposed for the BHE_Z—+t&FR-_FT—R"Ft+_A=1+—
years ended 31 December 2017 and 2016, nor has any BIEFE  WEIRSMS  EIRE&S RS EMA
dividend been proposed since the end of both reporting RE - -MEZMBEREHERE  TEEZR
periods. IR R E o
16. LOSS PER SHARE 16. BRRE#E
The calculation of the basic loss per share attributable to the AKRNBHEABGERERNBEEIIBEAT
owners of the Company is based on the following data: HEBHE
2017 2016
—E— ZE—RF
HK$'000 HK$'000
BT T S F T
Loss for the year attributable to owners RARFTESREREE
of the Company for the purpose of AABHEEABEARFERE
basic loss per share (95,159) (1,253,745)
Number of ordinary shares
TERER
2017 2016
—E—tF —E—RF
‘000 "000
F B T
Weighted average number of ordinary AUFTESREAREBE 2
shares for the purpose of basic 58 A% N #E S &
loss per share 2,768,055 2,451,399
No diluted loss per share is presented in both years, as there BREEZE-E—+t&ER-_FT—~FE+=H8
were no potential ordinary shares outstanding during the T+ HALFEUTESRTZEEE B
years ended 31 December 2017 and 2016. E U 25 REFE 2 GREEEE -

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

17. PROPERTY, PLANT AND EQUIPMENT 17. ¥ - BRERRME
Furnitures,
Leasehold fixtures and Motor
improvements equipment vehicles Total
FiEh - HE £B
MERE &S AE @t
HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETFT BETT
COosT B
At 1 January 2016 RZE-—R¥—HA—H 2,485 679 1,439 4,603
Additions gl 3,343 1,107 520 4,970
Disposals HE (864) (140) - (1,004)
Disposal of subsidiaries (note 35(b) ~ H& KB A= (K 5E35(0)) (1,066) (82) (560) (1,708)
Exchange realignment HNE R (118) (46) - (164)
At 31 December 2016 RZB-—AE+ZA=+—8H 3,780 1,518 1,399 6,697
Additions 1 56 449 2,535 3,040
Disposals HE - (27) - (27)
Exchange realignment SMERE 190 84 - 274
At 31 December 2017 R-ZE-t£+=-F=+-H 4,026 2,024 3,934 9,984
DEPRECIATION ik
At 1 January 2016 RZE—~E¥—A—H 1,750 424 603 2,777
Provided for the year AERRE 551 180 281 1,012
Eliminated on disposals o E B 4 4 (255) (117) - (372)
Disposal of subsidiaries (note 35(0)  H & KB A &l (F zE35(h)) (1,020) 43) (560) (1,623)
Exchange realignment HNE S (24) (15) - (39)
At 31 December 2016 WZE-R"ETZA=T—H 1,002 429 324 1,755
Provided for the year AEERE 1,103 347 787 2,237
Eliminated on disposals HERHH - (12) - (12)
Exchange realignment SMNEFE 55 32 - 87
At 31 December 2017 R-E-tE+=ZA=+-H 2,160 796 1,111 4,067
CARRYING VALUES FEHE
At 31 December 2017 R-ZE-+t&+ZA=1+-H 1,866 1,228 2,823 5,917
At 31 December 2016 RZE-—R"ETZA=t—8H 2,778 1,089 1,075 4,942

The above items of property, plant and equipment are
depreciated on a straight-line basis at the following rates per

annum:
Leasehold improvements 33% or the term of

the lease, if shorter
Furniture, fixtures and equipment 20% — 33%
Motor vehicles 20%

Lt - B BRI B R BSOS RA
TEEHFE

HEMEEE 33%H A E HR

(AEEE RE)
BRI KENRE 20% - 33%
T 20%

BEEEEEERAR | =2 —+tFER
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18. INTANGIBLE ASSETS 18. B EE
Software
development
costs
BB
B R AR
HK$'000
BT T
COST AR
At 1 January 2017 RZE—+F—H—H -
Additions g 22,515
Exchange realignment HNIE 2 837
At 31 December 2017 RZE—+F+_A=+—H 23,352
AMORTISATION i
At 1 January 2017 RZZE—tLF—H—H -
Provided for the year NG R 2,257
Exchange realignment SNEE B 84
At 31 December 2017 RZE—tF+=A=+—H 2,335
CARRYING VALUES IREE
At 31 December 2017 RZE—+F+ZHA=+—H 21,017
The intangible assets represented software development B EAEEENAELEEESERETEELAY
costs incurred for the Group’s online video platform. It is WK  c ERAERNIREGEEE -

amortised on a straight-line basis over five years.

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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19. PREPAYMENT FOR FILM AND TV RIGHTS 19. EE R ERBIIREFE T

2017 2016
—EB—+F —E—RF
HK$'000 HK$'000
BT T BT T
Master China Films Limited Master China Films Limited

(“Master China”) (Note a) (['Master Chinal) (FffzEa) 119,904 111,161
Mr. Chan Ho Sun Peter (“Mr. Chan") PRA]ESE ([BRAEED)

(Note b) (P 5ED) 107,866 100,000
Rui Zhi Workshop Company Limited BEIEHERARGTEED

("Rui Zhi") (Note c) (B 5EC) 5,197 9,653
Mr. Gu Changwei (“Mr. Gu”) (Note d) BERELEE (TBEEE]D (H5d) 35,240 =
Mr. Zhang Xiaoling (also known as REERE oA (XBR—H -

Zhang Yibai) (“Mr.Zhang") (Note e) [R5EED) (Fiiske) 64,748 -
Mr. Chen Daming (Note f) R R BA 5 A (BT RED) 14,388 -
Dongchun Films Co., Limited ZXE(LB)REBERAA

("Dongchun”) (Note g) ([%2&]) (M=Fg) 23,981 -
Xstream Pictures (Beijing) Limited IR EEFERR A A

("Xstream”) (Note h) ([ EE]) (FsEh) 11,991 -
Mr. Xu Zheng (“Mr. Xu") (Note i) wE s & (TRE A D) (BFED 12,612 -
Shanghai Shigu Film Co., Limited LEBRATEERAR

(“Shigu”) (Note }) (Taa D) () 11,990 -

407,917 220,814
BEEREEERLAT | —2—tEER
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19. PREPAYMENT FOR FILM AND TV RIGHTS
(Continued)

(@)

HUANXI MEDIA GROUP LIMITED

During the year ended 31 December 2016, the Group
entered into an agreement with Master China, pursuant
to which Mr. Wong Kar Wai (“Mr. Wong") will provide
exclusively to the Group within a period of 6 years
proposals for internet drama series with two seasons
to be produced by Master China as well as partially
directed by Mr. wong for the Group to consider to
invest in the production of such internet drama series,
and an exclusive internet distribution right through
new media platform will be entitled by the Group after
investment is decided to be made by the Group in
such internet drama series. When the Group decides
to invest in the internet drama series, the Group is
required to contribute fully the production cost and
such terms will be subject to another agreement to
be further entered. The Group prepaid an amount
of RMB100,000,000 (equivalent to approximately
HK$111,161,000) during the year ended 31 December
2016 in relation to the production of the proposed
internet drama series. The prepayment will form part of
the contribution by the Group for the production cost
of the proposed internet drama series (which is subject
to acceptance by the Group before investment). The
budgeted production cost will be provided to the Group
and the related payment terms of such production cost
will be further agreed between the respective parties.

In the current year, the Group agreed to invest in an
internet drama series to be produced by Master China
with a budgeted production cost of RMB23,000,000
(equivalent to approximately HK$27,578,000). As at
the date of this report, the Group is yet to finalise the
relevant film investment agreement.

Annual Report 2017
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19. PREPAYMENT FOR FILM AND TV RIGHTS
(Continued)

(b)

During the year ended 31 December 2016, the Group
entered into an agreement with Mr. Chan, pursuant to
which Mr. Chan will provide exclusively to the Group
within a period of 6 years proposals for at least two
films to be directed or co-directed by Mr. Chan for
the Group to invest (not more than 60% interest) in
the production of such proposed films, and the Group
will be entitled to acquire an exclusive distribution
right through new media platform for the proposed
films at consideration to be further determined at
fair market price. When the Group decides to invest
in the proposed films, the Group is required to
contribute its share of production cost (base on its
respective percentage of investment in the films) and
such terms will be subject to another agreement to
be further entered. The Group prepaid an amount
of RMB89,960,000 (equivalent to approximately
HK$100,000,000) during the year ended 31 December
2016 in relation to the production of the proposed
films. The prepayment will form part of the contribution
by the Group for the production cost of the proposed
films (which is subject to acceptance by the Group
before investment). The budgeted production cost will
be provided to the Group and the related payment
terms of such production cost will be further agreed
between the respective parties.

As at 31 December 2017 and the date of this report,
the Group is in the process of discussion with Mr. Chan
for the film and TV rights investment plan and there is
no acceptance for any investment in film production.

— =SS

'EEE/

EXRERBRERMAK

BEEREEARAA

(4&)

7

REE-ZZT—XR"F+_A=+—HI1tF
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K%E'J‘Eﬁfﬁgﬁfﬁfﬁz%f’ﬁﬁkﬁ
(REUXMBEZNREBSLFE) -
MARBGREFE LI LS —EBE
BREFT BE_FT—R"Ft+t-A=1—
HIEFE  AEBERBIEZREXE
it A #89,960,0007T (18 & R 4048 ¥
100,000,0007T) ° &% F& 5 B A 2 AR &=
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) BERAZBOLE - BIEREZ
BEBRETAER  MZBEKRKZ
HAXNERERE T E—FEE -

2

¢

R-TE—tF+-A=+—ARAHE
B AEBHERELNEY NERE
iRERER BIDIERA T - B EER
TAEZRIERE -

—EFER



146

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
&5 B B e A W Gk

FOR THE YEAR ENDED 31 DECEMBER 2017 #Z =%

19. PREPAYMENT FOR FILM AND TV RIGHTS
(Continued)

()

HUANXI MEDIA GROUP LIMITED

During the year ended 31 December 2016, the Group
entered into an agreement with Rui Zhi, pursuant to
which Rui Zhi will provide exclusively to the Group
within a period of 3 years proposals for at least four
films to be produced by Rui Zhi for the Group to invest
(not less than 60% interest) in the production of such
proposed films and a prepayment of HK$10,000,000
in relation to the development for the production is
required to be paid in advance by the Group to Rui
Zhi. The Group will be entitled to acquire an exclusive
distribution right through new media platform for
the proposed films at a consideration to be further
determined at fair market price. When the Group
decides to invest in the proposed films, the Group is
required to contribute its share of production cost
(base on its respective percentage of investment in
the films) and such terms will be subject to another
agreement to be further entered. The Group prepaid an
amount of RMB8,685,000 (equivalent to approximately
HK$9,653,000) during the year ended 31 December
2016 in relation to the production of the proposed
films. The prepayment will form part of the contribution
by the Group for the production cost of the proposed
films (which is subject to acceptance by the Group
before investment). The budgeted production cost will
be provided to the Group and the related payment
terms of such production cost will be further agreed
between the respective parties.

In the current year, the Group agreed to invest in
a film to be produced by Rui Zhi and an amount
of RMB4,350,000 (equivalent to approximately
HK$5,029,000) was transferred to film and TV rights
after the Group entered into the relevant film
investment agreement. In addition, the Group agreed
to invest in a film and development cost amounted to
HK$2,410,000 was incurred up to 31 December 2017.
As at the date of this report, the Group is yet to finalise
the relevant film investment agreement.

Annual Report 2017
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19. PREPAYMENT FOR FILM AND TV RIGHTS
(Continued)

(d

During the year ended 31 December 2016, the Group
entered into an agreement with Mr. Gu, pursuant to
which Mr. Gu will provide exclusively to the Group
within a period of 6 years proposals for at least two
films to be directed by Mr. Gu for the Group to invest in
the production of such proposed films and the Group
will be entitled to acquire an exclusive distribution
right through new media platform for the proposed
films at consideration to be further determined at fair
market price. Mr. Gu will use his best endeavours to
provide the Group with priority rights to invest in his
productions. The exact investment amount in each of
his productions is to be agreed between the Group
and Mr. Gu. When the Group decides to invest in the
proposed films, the Group is required to contribute
its share of production cost (base on its respective
percentage of investment in the films) and such terms
will be subject to another agreement to be further
entered.

Furthermore, Mr. Gu will provide exclusively to the
Group within a period of 6 years proposals for internet
drama series with two seasons to be directed or
co-directed by Mr. Gu for the Group to consider to
invest in the production of such internet drama series,
and an exclusive internet distribution right through
new media platform will be granted to the Group after
investment is decided to be made by the Group in
such internet drama series. When the Group decides
to invest in the internet drama series, the Group is
required to contribute fully the production cost and
such terms will be subject to another agreement to be
further entered.

In the current year, the Group prepaid an amount
of RMB50,000,000 (equivalent to approximately
HK$59,952,000) in relation to the production of
the proposed films and internet drama series. The
prepayment will form part of the contribution by
the Group for the production cost of the proposed
films and internet drama series (which is subject to
acceptance by the Group before investment). The
budgeted production cost will be provided to the Group
and the related payment terms of such production cost
will be further agreed between the respective parties.
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19. PREPAYMENT FOR FILM AND TV RIGHTS
(Continued)

(d

HUANXI MEDIA GROUP LIMITED

(Continued)

In the current year, an amount of RMB20,610,000
(equivalent to approximately HK$23,827,000) was
transferred from prepayment to film and TV rights after
the Group entered into the relevant film investment
agreement. In addition, the Group agreed to invest in a
film and development cost amounted to RMB2,311,000
(equivalent to approximately HK2,771,000) was incurred
up to 31 December 2017. As at the date of this report,
the Group is yet to finalise the relevant film investment
agreement.

During the year ended 31 December 2016, the Group
entered into another agreement with Mr. Zhang,
pursuant to which Mr. Zhang will provide exclusively
to the Group within a period of 6 years proposals for
at least two films to be directed by Mr. Zhang for the
Group to invest (not less than 55% interest) in the
production of such proposed films.

The Group will be entitled to acquire an exclusive
distribution right through new media platform for
the proposed films at consideration to be further
determined at fair market price. When the Group
decides to invest in the proposed films, the Group is
required to contribute its share of production cost
(base on its respective percentage of investment on
the films) and such terms will be subject to another
agreement to be further entered.

Furthermore, Mr. Zhang will provide exclusively to the
Group within a period of 6 years proposals for internet
drama series with two seasons to be directed or
co-directed by Mr. Zhang for the Group to consider to
invest in the production of such internet drama series,
and an exclusive internet distribution right through
new media platform will be granted to the Group after
investment is decided to be made by the Group in
such internet drama series. When the Group decides
to invest in the internet drama series, the Group is
required to contribute fully the production cost and
such terms will be subject to another agreement to be
further entered.
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19. PREPAYMENT FOR FILM AND TV RIGHTS
(Continued)

(€)

(Continued)

In the current year, the Group prepaid an amount
of RMB54,000,000 (equivalent to approximately
HK$64,748,000) in relation to the production of
the proposed films and internet drama series. The
prepayment will form part of the contribution by
the Group for the production cost of the proposed
films and internet drama series (which is subject to
acceptance by the Group before investment). The
budgeted production cost will be provided to the Group
and the related payment terms of such production cost
will be further agreed between the respective parties.

In the current year, the Group agreed to invest
in certain internet drama series to be produced
by Mr. Zhang and development cost amounted
to RMB3,384,000 (equivalent to approximately
HK$4,057,000) was incurred up to 31 December 2017.
As at the date of this report, the Group is yet to finalise
the relevant film investment agreement.

During the year ended 31 December 2016, the Group
entered into an agreement with Mr. Chen Daming,
pursuant to which Mr. Chen Daming will provide
exclusively to the Group within a period of 6 years
proposals for at least three films and two seasons of
internet drama series to be directed or co-directed
by Mr. Chen Daming for the Group to invest (not less
than 55% interest in films and 100% interest in internet
drama series) in the production of such proposed
films and internet drama series and a prepayment
of RMB12,000,000 (equivalent to approximately
HK$13,793,000) in relation to the development for the
production was required to be paid in advance by the
Group to Mr. Chen Daming.

The Group will be entitled to acquire an exclusive
distribution right through new media platform for
the proposed films and internet drama series at
consideration to be further determined at fair market
price. When the Group decides to invest in the
proposed films and internet drama series, the Group
is required to contribute its share of production cost
(base on its respective percentage of investment on
the films and internet drama series) and such terms will
be subject to another agreement to be further entered.
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19. PREPAYMENT FOR FILM AND TV RIGHTS
(Continued)

(f)

HUANXI MEDIA GROUP LIMITED

(Continued)

In the current year, the Group prepaid an amount
of RMB12,000,000 (equivalent to approximately
HK$14,388,000) in relation to the production of
proposed films and internet drama series. The
prepayment will form part of the contribution by
the Group for the production cost of the proposed
films and interest drama series (which is subject to
acceptance by the Group before investment). The
budgeted production cost will be provided to the Group
and the related payment terms of such production cost
will be further agreed between the respective parties.

As at 31 December 2017, the Group is still negotiating
with Mr. Chen Daming for the film and TV rights
investment plan and there is no acceptance for
any investment in film and internet drama series
production.

During the current year, the Group entered into an
agreement with Dongchun, a company which is 50%
owned by Mr. Wang Xiaoshuai, a film director. Pursuant
to the agreement, Dongchun will provide exclusively
to the Group within a period of 6 years proposals for
at least (i) two films, (i) two seasons of internet drama
series or (i) one film and one season of internet drama
series to be directed or co-directed by Mr. Wang
Xiaoshuai for the Group to invest (51% to 100% interest
in film and 100% interest in internet drama series) in
the production of such proposed films and internet
drama series and a prepayment of RMB20,000,000
(equivalent to approximately HK$23,981,000) in relation
to the development for the production was required to
be paid in advance by the Group to Dongchun.

The Group will be entitled to acquire an exclusive
distribution right through new media platform for
the proposed films and interest drama series at
consideration to be further determined at fair market
price. When the Group decides to invest in the
proposed films and internet drama series, the Group
is required to contribute its share of production cost
(base on its respective percentage of investment on
the films and internet drama series), and such terms
will be subject to another agreement to be further
entered.
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19. PREPAYMENT FOR FILM AND TV RIGHTS
(Continued)

)

(Continued)

The Group prepaid an amount of RMB20,000,000
(equivalent to approximately HK$23,981,000) during the
current year in relation to the production of proposed
films and internet drama series. The prepayment will
form part of the contribution by the Group for the
production cost of the proposed films and internet
drama series (which is subject to acceptance by the
Group before investment). The budgeted production
cost will be provided to the Group and the related
payment terms of such production cost will be further
agreed between the respective parties.

In the current year, the Group agreed to invest in an
internet drama series and development cost amounted
to RMB2,263,000 (equivalent to approximately
HK$2,713,000) was incurred up to 31 December 2017.
As at the date of this report, the Group is yet to finalise
the relevant film investment agreement.

During the current year, the Group entered into an
agreement with Xstream, a company which is 60%
owned by Mr. Jia Zhangke (“Mr. Jia"). Pursuant to the
agreement, Xstream will provide exclusively to the
Group within a period of 6 years proposals for at least
three films to be directed by Mr. Jia for the Group to
invest (51% to 100% interest) in the production of such
proposed films and a prepayment of RMB20,000,000
(equivalent to approximately HK$23,981,000) in relation
to the development for the production was required to
be paid in advance by the Group to Xstream. The Group
will be entitled to acquire an exclusive distribution
right through new media platform for the proposed
films at consideration to be further determined at fair
market price. When the Group decides to invest in the
proposed films, the Group is required to contribute
its share of production cost (base on its respective
percentage of investment in the films) and such terms
will be subject to another agreement to be further
entered.

19.
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19. PREPAYMENT FOR FILM AND TV RIGHTS
(Continued)

(h)

HUANXI MEDIA GROUP LIMITED

(Continued)

In the current year, the Group prepaid an amount
of RMB20,000,000 (equivalent to approximately
HK$23,981,000) in relation to the development of
proposed films and the Group agreed to invest in a
film to be produced by Xstream. The prepayment will
form part of the contribution by the Group for the
production cost of the proposed films (which is subject
to acceptance by the Group before investment). The
budgeted production cost will be provided to the Group
and the related payment terms of such production cost
will be further agreed between the respective parties.

In the current year, an amount of RMB10,000,000
(equivalent to approximately HK$11,561,000) was
transferred from prepayment to film and TV rights after
the Group entered into the relevant film investment
agreement.

During the current year, the Group agreed to invest
in a film to be directed by Mr. Xu, a non-executive
director of the Company, and the Group made a
prepayment of film director’'s fee of RMB10,518,000
(equivalent to approximately HK$12,612,000) to Mr. Xu
for development of the proposed film. Other terms of
the film production will be further agreed between the
Group and respective parties.

During the current year, the Group agreed to invest
in a film to be produced by Shigu, and the Group
made a prepayment of RMB10,000,000 (equivalent to
approximately HK$11,990,000). The prepayment will
form part of the production cost of the proposed film
and other terms of the film production will be further
agreed between the Group and respective parties.

Annual Report 2017
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20. FILM AND TV RIGHTS 0. EXREHBRE
2017 2016
—E—iHF —T-R¥F
HK$'000 HK$'000
BT T BT T
Film and TV rights completed (Note a) B B R ERBIMRE
(PftzFa) 10,779 -
Film and TV rights under production (Note a) E {1 ~ B & K& B 18 B i i
(Pff7Fa) 384,331 122,985
Film right investments (Note b) B RERE (M3b) 95,980 81,286
Licensed film and TV rights (Note c) EREZEY RERE RE
(BizEC) 22,743 46,687
513,833 250,958
2017 2016
—E—iHF AN S
HK$'000 HK$'000
BT T BT T
Analysed for reporting purposes as: REWMBWAEZDT:
— Current assets - mBEE 491,090 250,958
- Non-current assets —ERBEE 22,743 -
513,833 250,958
BEGHEEEERART | =B —LtEER
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20. FILM AND TV RIGHTS (Continued) 20. EXRERBIRE (&)
Film and TV rights
EYRERBIRE
Licensed
under  Film right film and
completed production investments TV rights Total
2R HiE IRERE RERERE @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETR BRI BT

CoSsT BA
As at 1 January 2016 RZE—~"E—HA—H - - 13,925 - 13,925
Additions 2 - 128,662 85,039 48,843 262,544
Amortisation B - - (13,723) - (13,723)
Exchange realignment N E - (5,677) (3,955) (2,156) (11,788)
As at 31 December 2016 R=Z-R"F+=A=t-H - 122,985 81,286 46,687 250,958
Additions 5 - 253,047 83,147 30,013 366,207
Transfer ELE 10,393 (10,393) - - -
Amortisation B - S - (56,640) (56,640)
Disposal (Note d) & (FiEd) - - (75,145) - (75,145)
Exchange realignment N AR 386 18,692 6,692 2,683 28,453
As at 31 December 2017 R_T—tF+-A=t—H 10,779 384,331 95,980 22,743 513,833
Notes: B 5
(@  The balance of film and TV rights under production represented @@ HEhzETREREIREZAKIEEZRIEM
costs associated with the production of films including BN BIEEREE BEEREIEAERN
remuneration for the film director, casts and production crew, - RE R b RER  UAREZHK
costumes, insurance, makeup and hairdressing as well as rental REXBBEE - 2EF 2 EX R BRI ME
of camera and lighting equipment. Film and TV rights under PEUETTR RS E B 5T < B R EARBINRIE

production were transferred to film and TV right completed upon
completion of production.

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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20. FILM AND TV RIGHTS (Continued)

Notes: (Continued)

(@)

(Continued)

Included in the film and TV rights under production as at 31
December 2017, there was a film right with incurred production
cost of HK$373,540,000 (2016: HK$122,985,000) in respect of the
production of a film (" E&IZNE A") in the PRC. On 30 December
2016, the Group entered into an agreement with a company
established in the PRC, ZRRIFESHZRLEBERAF ("F
SEMR" or "Jiayi Movie"), as a production house, to produce the
above-mentioned film at a budgeted cost of RMB400,000,000
(equivalent to approximately HK$479,616,000), including the
service fee to Jiayi Movie which is chargeable based on 5% of the
total production cost of the film and film director’s fee to Mr. Ning,
the non-executive director of the Company, of RMB30,000,000
(equivalent to approximately HK$35,971,000). In the opinion of
the directors of the Company, lJiayi Movie is an independent third
party and Mr. Ning does not have any interests in the contracts or
transactions in connection with the production of such a film other
than his role as a film director. An amount of HK$18,639,000 (note
40(a)) was paid by the Group to Mr. Ning as the aforementioned
film director’s fee and was recognised as film and TV rights under
production during the year ended 31 December 2017.

The balance represented the Group’s investments in film
productions which entitled the Group to share certain percentage
of income to be generated from the films based on the proportion
of investment amounts as specified in respective film right
investment agreements.

The balance represented the Group's investments in film and TV
right licenses. The Group acquired license rights from independent
third parties for broadcasting licensed films or TV drama series
on its online video platform (note 18) or sublicensing the license
rights to other independent third parties.

During the year ended 31 December 2017, the Group disposed
certain film right investments, at cost of HK$75,145,000 to a PRC
entity ("dtREPEBEEX{EABRAR]"), which is an independent
third party, and there was no gam or loss arising from this
transaction.

As at 31 December 2017, the management of the Group
considered that the carrying amounts of the film and TV
rights are recoverable from expected future income of
related film and TV rights. Accordingly, no impairment l0ss
was recognised.
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21.

22.

HUANXI MEDIA GROUP LIMITED

ART WORK

During the year ended 31 December 2016, the Group
acquired certain art work for a cash consideration of
HK$20,000,000. In the opinion of the directors, having
considered that substantial portion of art work was
purchased during the year from sizable auction houses and
the positive result of the valuation of art work assessed by
another sizable auction house, there was no indication of
impairment as at 31 December 2016.

During the year ended 31 December 2017, the Group
disposed of the art work for a cash consideration
of HK$22,000,000, resulting in a gain on disposal of
HK$2,000,000.

AVAILABLE-FOR-SALE INVESTMENT

1. 1t @

BE_T-AR"F+_A=+—HLEFE &
& B AR @ R E#%20,000,0007TREE T &
i EFERR ERKRBNEMMONF
NEBARBET MAS —BABEBET
HEMBWFEERER MR _F—RF
TZA=1t—B EMRtEBRETR -

HE-_Z—+tHF+-_A=1+—HIEEFEE XK
£ @ LA IR 4 K8 78 122,000,000 H & 217
fh 0 B8RS & Y S8 #2,000,0007T ©

22. I HERE

2017 2016

—E—tF —ZE-RF

HK$000 HK$'000

BT T BT T

Cost of AFS AEEEER 2R 15,541 15,541
Loss: impairment loss on AFS W AR EIEE 2 REEE (15,541) (15,333)
- 208

During the year ended 31 December 2016, the management
of the Group decided to invest in a private entity located
in the United States of America for obtaining the technical
know-how for developing an online video platform at the
amounting of USD2,000,000 (equivalent to approximately to
HK$15,541,000). During the year ended 31 December 2017,
an impairment loss of HK$208,000 (2016: HK$15,333,000)
was recognised in profit or loss to write down the carrying
amounts of the investment to its recoverable amount for the
year ended 31 December 2017.

Annual Report 2017
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23. TRADE AND OTHER RECEIVABLES,

157

23. ERRR R EMEBEWRRE &S

DEPOSITS AND PREPAYMENTS SRR
2017 2016
—E—+F —E—RHF
HK$'000 HK$'000
BT T TS F I
Trade receivables JE UK BR 3k 4,216 8,477
Less: Allowance for doubtful debts A REREHE (2,175) (2,278)
2,041 6,199
Prepayment on film script fee BB ANER 2EAR 15,272 2,440
Other deposits paid EXftzEMES 556 500
Rental deposits paid — non-current BYXfzEeke-IERS 5,490 5,344
Prepayments SEENEAN 1,656 14,981
Other receivables H b JE L FRIB 33,659 12,178
Secured deposit BRFIZE - 111,161
58,674 152,803

Less: Amounts due within one year shown  J& : ZI{E—F R E|HI K

under current assets MEBEEZER (53,184) (147,459)
Amounts shown under non-current assets  JI{EERBEEZ &5 5,490 5,344

Trade receivables from sublicensing of film and TV rights are
usually received within 180 days from the date of delivery of
the master copy or materials.

PREZNEABREZEBUETBTBER
EARIME Z BHE180H AULHER -

Trade receivables from film and TV rights investment income BEYRBEBIRERERA CERETBEE
are usually received within 60 days after the completion REBREHZETFTANEEFERNELR
of release of the film in movie theatres according to the SEAKE R R 18608 R UER -

timing for settlement schedule stipulated in the investment
agreement.

For property agency segment in Hong Kong, the Group
allows an average credit period of 60 to 90 days to property
developers upon completion date of relevant agreements
whilst the individual customers are obliged to settle the
amounts upon completion of the relevant agreements and
generally no credit terms are granted.

BEMERELH I E  ARERHEBGZ
TRAMRGETVEZRBZEEHTAR
602908 - & A % 5 AIIZE A 18 BE 1 3% 72 AX
RIBERE  H—RTERTEES-

BEEEEEERAR | =2 —+tFER



158

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

o

FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

23. TRADE AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS
(Continued)

The ageing analysis of trade receivables, net of allowance
for doubtful debts, presented based on the invoice date of
revenue recognisation at the end of the reporting period is

23. EWRR K EMEBEWRE &S

RAEMKE)

JE U FR AR (FOBR R AR B ) 10 &5 B R % e am
BRZERBR2INZRESMMOT

as follows:

2017 2016
—E—+F —E—RF
HK$'000 HK$'000
BET T BT T

Trade receivables JiE UK BR 3Kk
0 - 30 days 0&30H 112 76
31 - 60 days 31%£60H - 29
61 - 90 days 61£290H 1,792 60
91 - 180 days 91%£180H 11 3,805
Over 180 days 180H M E 126 2,229
2,041 6,199

The management believes that no impairment allowance
is necessary in respect of these balances as there has not
been a significant change in credit risk and the balances are
still considered fully recoverable. The Group does not hold
any collateral over these balances.

Before accepting any new customer, the Group will assess
and understand the potential customer’s credit quality
and defines its credit limits. Credit limits attributed to
each customer are reviewed regularly. All of the accounts
receivables that are neither past due nor impaired have no
default payment history.

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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23. ERRR K EMEBEWRE &S
RAEMNKE)

23. TRADE AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS
(Continued)

R-B—tHF+-_RA=+—H FAEEZE
WEREHREERRSAHCBRAREE
75 #61,892,0007T (= F — /< 4F : % #6254,000
TC) Z FEMRARSR - AR B E i (R R E &S
BRE ERTPERBEETHEE MK
NAEFR /LRGP LREZ B IRTE
BRUMEEEE -

As at 31 December 2017, the Group's trade receivable
balance included debtors with aggregate carrying amount of
HK$1,892,000 (2016: HK$254,000) which are past due as at
the reporting date for which the Group has not provided for
impairment loss. The directors of the Company considered
that trade receivables which are neither past due nor
impaired are of good credit quality given the continuous
subsequent settlements from customers.

Aging of trade receivables which are past CEHERREZERERZERER
due but not impaired

2017 2016
—E—+tF ZE—RF
HK$'000 HK$'000
BT T BT T
Overdue by: B HEs
1 - 90 days 1Z90H 1,797 9%
91 - 180 days 91H £180H 14 29
Over 180 days 1808 A + 81 129
1,892 254
Movements in the allowance for doubtful RERERBREST
debts
2017 2016
—E—+tF —E—RF
HK$'000 HK$'000
BT T BT T
At 1 January n—HA—H 2,278 7,557
Impairment losses recognised TR E W R IE 2 BB E B
on receivables - 30
Amounts written off during the year as FRHIVEEFWE 2 MiiH e 58
uncollectible (69) (5,041)
Amounts recovered during the year FAUE S (34) (268)
At 31 December ®R+=—A=+—8H 2,175 2,278

BEEEEEERAR | =2 —+tFER



160

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
o

FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

23.

24.

HUANXI MEDIA GROUP LIMITED

TRADE AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS
(Continued)

Movements in the allowance for doubtful
debts (Continued)

For the year ended 31 December 2017, the allowance
for doubtful debts included individually impaired trade
receivables with an aggregate balance of HK$2,175,000
(2016: HK$2,278,000). The Group does not hold any collateral
over these balances.

As at 31 December 2016, secured deposit represented
the deposit paid to third parties to secure a short-term
cash advance from other third parties of RMB100,000,000
(equivalent approximately to HK$111,161,000) for the movie
investment activities in the PRC which was settled in 2017
(note 26). The secured deposit was released upon the
repayment of the short-term cash advance in 2017.

INVESTMENTS HELD FOR TRADING

Investments held for trading at the end of the reporting
period included:

23.

24.

BUERRAREMEKRKE £
RAEMKE)

RIRBERD ()

HE-_ZT—+HF+_A=+—HILFE"
RERBEEBEERNSRERKER  HEs
BE R B 2,175,000 (ZE—RF - B
2,278,0007T) » AEEY EARZ FEBRTEE
R & -

R-ZZBE—-—XE+-A=+—8 AEHLS
BABEZASXN2EES  URBERFEH
BYREGTH I REHME - HAHEHIE
% B3 A R #100,000,0007T (1% R4
111,161,0007T) IRHEER - BEFBEERZE
—EFEE (MiE26) - BEFZESER-Z
—tFEECHRELTERER -

RIERERE
REEHRFEEEREDHE

2017 2016
—E—tF —E-RF
HK$000 HK$'000
BT T BT T
Listed securities: FmES:
Equity securities listed REA LM 2BRAES (M)
in Hong Kong (Note) - 52,768

Note: As at 31 December 2016, the investments held for trading
represented the investments in shares of Hong Kong Exchanges
and Clearing Limited which is listed in Hong Kong. During the year
ended 31 December 2017, the investments held for trading was
disposed and resulted in a gain of HK$3,747,000.

The fair value was based on the quoted prices of the security
in an active market (level 1 of fair value hierarchy).
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25.

26.

BANK BALANCES AND CASH

Bank balances and cash comprised of cash held by the
Group and short-term bank deposits that are interest-bearing
ranging from 0.01% to 0.30% (2016: 0.01% to 0.30%) per
annum and have original maturity of three months or less.

25.

RITEHRERES

BTEBRERESBEAEEMFRE MIE
N F0.01%E0.30% (ZF —75F : 0.01%E
0.30%) 2 FFEFEBBERIBAEA=@EA X
AR 2 R ERIRITIF 3K ©

TRADE AND OTHER PAYABLES 26. EERA R HAMAEAFIE
2017 2016
—E—+F —E—RF
HK$000 HK$'000
BT T TS F I
Trade payables FEATBR 3K 1,701 41,461
Other payables H b JE IR 29,997 14,408
Accruals Bzt EA 10,408 8,514
Short-term payable (note 23) %G B A 3 (B 5E23) - 111,161
Film and TV rights investment payable ENEZLERERERE 11,978 -
54,084 175,544

As at 31 December 2017, trade payables of HK$1,701,000
(2016: HK$8,112,000) represented mainly the commissions
payables to property consultants and cooperative estate
agents. As at 31 December 2016, trade payables of
HK$33,349,000 (2017: nil) represented the internet income
rights payable to an independent third party within 180 days
upon delivery of the materials for a film directed by Mr. Lu
Yang.

As at 31 December 2017, other payables mainly comprised
of receipts in advance, service fee payable for developing an
online video platform, accrued directors’ and staff costs and
other sundry creditors.

As at 31 December 2016, short-term payable represented
advances from third parties of RMB100,000,000 (equivalent
to approximately HK$111,161,000) for the movie investment
activities in the PRC which was settled in year 2017. The
advance was secured by a deposit of HK$111,161,000 paid
by the Group to the third parties (note 23).
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27.

28.

29.

HUANXI MEDIA GROUP LIMITED

AMOUNT DUE TO A RELATED PARTY

During the year ended 31 December 2017, Mr. Dong, an
executive director and a substantial shareholder of the
Company, made an advancement of HK$120,000,000 (the
“Advancement”) to the Company to strengthen the Group’s
general working capital. The Advancement is unsecured,
repayable in 6 months and non-interest bearing. As further
disclosed in note 2, Mr. Dong agreed not to demand for the
repayment of the Advancement until the Group is able to
repay without affecting its liquidity and going concern.

BORROWING

As at 31 December 2017, the borrowing represents an
amount of USD10,000,000 (equivalent to approximately
HK$77,500,000) borrowed from an independent third party,
which is repayable within one year, unsecured and carries
interest at a fixed rate of 3.0% per annum.

DEFERRED TAX

At the end of the reporting period, the Group has unused tax
losses of HK$228,618,000 (2016: HK$227,007,000) available
for offset against future profits of which the amount of
HK$188,702,000 may be carried forward indefinitely and the
amount of HK$39,916,000 will be expire in five years from
the year of assessment. No deferred tax asset has been
recognised in respect of these tax losses as they have arisen
in subsidiaries that have been loss-making for some time
and it is not considered probable that taxable profits will be
available against which the tax losses can be utilised.

Deferred taxation has not been provided in respect of
undistributed earnings of the Company’'s PRC subsidiaries
arising after 1 January 2008, because the Group is able
to control the timing of the reversal of the temporary
differences and it is probable that the temporary differences
will not reverse in the foreseeable future.

Annual Report 2017
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30. SHARE CAPITAL 30. R A&
Number Share
of shares capital
R#7EE &S
HK$'000
BETT
Authorised: SEE
Ordinary shares T A
At 1 January 2016, 31 December 2016 and 31 RZE—RF—A—H -Z&—X
December 2017, at HK$0.01 each F+-A=+—HBEK=-ZT—+F
+-A=1+—H SR@EESE
0.017T 50,000,000,000 500,000
Issued and fully paid: BETRATE
At 1 January 2016 RZZE—XF—HF—H 2,308,555,408 23,086
Issue of shares to film directors (Note) mE R EEEITRG (M) 459,500,000 4,595
At 31 December 2016 and 2017 R-ZBE-RER=-Z—t&E
+=BA=+-H 2,768,055,408 27,681
BEHEEEEGRATE SBR—EEER
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30. SHARE CAPITAL (Continued)

Notes:

@)

HUANXI MEDIA GROUP LIMITED

During the year ended 31 December 2016, the Group entered
into an agreement (“Agreement 1) with Master China, whereby
the Company issued 100,000,000 ordinary shares to Mr. Wong,
Mr. Wong would provide exclusively to the Group, within a period
of 6 years, proposals for internet drama series with two seasons
to be produced by Master China as well as partially directed by
Mr. Wong for the Group to consider to invest in the production of
such internet drama series, and an exclusive internet distribution
right through new media platform would be granted to the Group
after investment is decided to be made by the Group in such
internet drama series. The relevant film director’s fee payable to
Mr. Wong will be determined based on the prevailing market rates
payable to independent third party film directors.

The 100,000,000 ordinary shares were issued on 17 June 2016 at
HK$2.10 (being the fair value on the date of issuance, with a total
value of HK$210,000,000). According to the Agreement 1, these
shares were vested with the holder(s) of the shares once issued
and the total fair values of the shares issued were recognised as
share-based payments in the profit or loss during the year ended
31 December 2016.

During the year ended 31 December 2016, the Group entered
into another agreement (“Agreement 2") with Mr. Chan, whereby
the Company issued 144,500,000 ordinary shares to Mr. Chan,
Mr. Chan would provide exclusively to the Group, within a
period of 6 years, proposals for at least 2 films to be directed or
co-directed by Mr. Chan for the Group to invest (not more than
60% interest) in the production of such proposed films, and the
Group would be granted a right to acquire an exclusive distribution
right through new media platform for the proposed films at
consideration to be further determined at fair market price. The
relevant film director’s fee payable to Mr. Chan will be determined
based on the prevailing market rates payable to independent third
party film directors.

The 144,500,000 ordinary shares were issued on 17 June 2016 at
HK$2.10 (being the fair value on the date of issuance, with a total
value of HK$303,450,000). According to the Agreement 2, these
shares were vested with the holder(s) of the shares once issued
and the total fair values of the shares issued were recognised as
share-based payments in the profit or loss during the year ended
31 December 2016.
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30. SHARE CAPITAL (Continued)

Notes: (Continued)

(©

During the year ended 31 December 2016, the Group entered into
another agreement (“Agreement 3”) with Mr. Gu, whereby the
Ccompany issued 75,000,000 ordinary shares to Mr. Gu, Mr. Gu
would provide exclusively to the Group, within a period of 6
years, proposals for at least 2 films to be directed by Mr. Gu for
the Group to grant a right to acquire an exclusive distribution
right through new media platform for the proposed films at
consideration to be further determined at fair market price. Mr. Gu
will use his best endeavours to provide the Group with priority
rights to invest in his productions. The exact investment amount
in each of his productions is to be agreed between the Group
and Mr. Gu. Furthermore, Mr. Gu would provide exclusively to
the Group within a period of 6 years proposals for internet drama
series with two seasons to be directed or co-directed by Mr. Gu
for the Group to consider to invest in the production of such
internet drama series, and an exclusive internet distribution right
through new media platform would be granted to the Group after
investment is decided to be made by the Group in such internet
drama series. The relevant film director’'s fee payable to Mr. Gu
will be determined based on the prevailing market rates payable
to independent third party film directors.

The 75,000,000 ordinary shares were issued on 14 December
2016 at HK$2.69 (being the fair value on the date of issuance, with
a total value of HK$201,750,000). According to the Agreement
3, these shares were vested with the holder(s) of the shares
once issued and the total fair values of the shares issued were
recognised as share-based payments in the profit or loss during
the year ended 31 December 2016.

During the year ended 31 December 2016, the Group entered
into another agreement ("Agreement 4”) with Mr. Zhang, whereby
the Company issued 140,000,000 ordinary shares to Mr. Zhang,
Mr. Zhang would provide exclusively to the Group, within a
period of 6 years, proposals for at least 2 films to be directed
by Mr. Zhang for the Group to invest (not less than 55% interest)
in the production of such (i) proposed films and (i) two seasons
of internet drama series. The Group would be granted a right to
acquire an exclusive distribution right through new media platform
for the proposed films at consideration to be further determined
at fair market price. Furthermore, Mr. Zhang would provide
exclusively to the Group, within a period of 6 years, proposals
for internet drama series with two seasons to be directed or
co-directed by Mr. Zhang for the Group to consider to invest in
the production of such internet drama series, and an exclusive
internet distribution right through new media platform would
be granted to the Group after investment is decided to be made
by the Group in such internet drama series. The relevant film
director’s fee payable to Mr. Zhang will be determined based on
the prevailing market rates payable to independent third party film
directors.

The 140,000,000 ordinary shares were issued on 14 December
2016 at HK$2.69 (being the fair value on the date of issuance, with
a total value of HK$376,600,000). According to the Agreement
4, these shares were vested with the holder(s) of the shares
once issued and the total fair values of the shares issued were
recognised as share-based payments in the profit or loss during
the year ended 31 December 2016.
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31. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

31. KA T 2B BARREE

2017 2016
—E—+tF —E-RF
Note HK$'000 HK$'000
B 7 BT T BT T

NON-CURRENT ASSETS ERBEE
Interests in subsidiaries NEENE P $ 243,381 40,218

CURRENT ASSETS REBEE
Other receivables HiEW kA 552 56,085
Amounts due from subsidiaries AN NG E ] 246,237 46,255
Bank balances and cash RITEBEIES 17,040 182,528
263,829 284,868
CURRENT LIABILITIES REBAE

Other payables E b jE S OB 10,201 6,708
Amount due to a related party R — BB E AT FIE 120,000 -
Borrowings EEN 77,500 -
207,701 6,708
NET CURRENT ASSETS REHEEEE 56,128 278,160
NET ASSETS EEFE 299,509 318,378

CAPITAL AND RESERVES MR
Share capital (note 30) B& A (B EE30) 27,681 27,681
Reserves s (a) 271,828 290,697
TOTAL EQUITY DB 299,509 318,378

HUANXI MEDIA GROUP LIMITED
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31. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (Continued)

Notes:

(a)

3. ARBA M BRRBER (&)

B3
Reserves @ f#E
Share Contributed Translation  Accumulated
premium surplus reserve losses Total
R4 EE EdBRH EXFE 2iER fam
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT
(Note b)
GED)
At 1 January 2016 RZF—~E—A—H 887,788 199,168 = (236,487) 850,469
Total comprehensive income AEERZEMA (BX)AE - - 22,921 (1,669,898) (1,646,977)
(expense) for the year
Issue of shares to film directors MEFEERITRG 1,087,205 - - - 1,087,205
At 31 December 2016 RZZ-R"E+ZA=+—H 1,974,993 199,168 22,921 (1,906,385) 290,697
Total comprehensive income FEE2EMA (FX) 88 - - 23,468 (42,337) (18,869)
(expense) for the year
At 31 December 2017 R-Z-tF+=A=t-8 1,974,993 199,168 46,389 (1,948,722) 271,828
Contributed surplus b EHEH

The contributed surplus represented reduction in issued share
capital and share premium cancellation pursuant to a capital
restructuring in 2004 and capital reorganisation in 2010, 2011
and 2012. Under the Company Law of Bermuda, the contributed
surplus of the Company is available for distribution. However,
the Company shall not declare or pay a dividend, or make a
distribution out of contributed surplus if:

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

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.

ERBBERE _STRNFRAERE_T—
ZE B —FRZT-_ERAEEAFHR
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32. CAPITAL RISK MANAGEMENT 32 5XRARER
The Group manages its capital to ensure that entities in AEBEBREER  UBRAEBE ZEES
the Group will be able to continue as a going concern RENEERELE RARSABEEkER
while maximising the return to shareholders through the EREL BRETREARAE®R AEEZ
optimisation of the debt and equity balance. The Group's RERBEFETFMER -

overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debt which REBE 2 EREBRERES (BIED RIH R
includes amount due to a related party, and borrowing in FI27 28 RN — B REE A TRIARER) &
notes 27 and 28, respectively and equity attributable to RARER ANEEED (BEEBITRARS
owners of the Company, comprising issued share capital and A o

various reserves.

The directors of the Company review the capital structure ANAEETHEREARLEE - EALEHR
periodically. As part of this review, the directors consider Tz —#n  EBEZEERELAKRRREER
the cost of capital and the risks associates with each class HhlzAERR ANEBERBEESFIREE 2
of capital. Based on recommendations of the directors, BEEBBEOTHRORBITHERIEL
the Group will balance its overall capital structure through REEERERER » FHEEREERERE -

new share issues as well as the issue of new debt or the
redemption of existing debt or reduction in capital.

33. FINANCIAL INSTRUMENTS 33.&£8®IT A
a. Categories of financial instruments a. EWMIEER
2017 2016
—E—+F —E-RF
HK$'000 HK$'000
BT T BT T
Financial assets HMKEE
Loans and receivables (including Bk W8
cash and cash equivalents) (BRBEeMBE2SEELR) 75,425 327,439
Financial assets at fair value through RAFEFABR IV BEE
profit or loss
- Investment held for trading —BIEEEREA = 52,768
Available-for-sale investment Al ERE = 208
75,425 380,415
Financial liabilities BkaE
Amortised cost SRR 241,176 167,030

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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33. FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives
and policies

The Group’'s management monitors and manages the
financial risks relating to the operations of the Group
through internal risk reports which analyse exposures
by degree and magnitude of risks. These risks include
market risk (including foreign currency risk and interest
rate risk), credit risk and liquidity risk.

There has been no change to the types of the Group’s
exposure in respect of financial instruments or the
manner in which it manages and measures the risks.

Market risk
Foreign currency risk management

The Group operates in Hong Kong and the PRC with
most of the transactions denominated and settled in
RMB, the functional currency of relevant group entities.

The Group is mainly exposed to the fluctuation of HKS$
and United States Dollars ("USD"), arising from foreign
currency trade and other receivables, bank balances,
cash and trade and other payables, amount due to a
related party and borrowing.

b.
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33.&m T A (£E)

33. FINANCIAL INSTRUMENTS (Continued)

b.

HUANXI MEDIA GROUP LIMITED

Financial risk management objectives b. MWXEKREEEEZERKE(£E)
and policies (Continued)
Market risk (Continued) 5 E (&)
Foreign currency risk management (Continued) SR B EHE (4B )
The carrying amounts of the Group's foreign currency REBRBEERUIINEINBE 2 EEKE
denominated monetary assets and monetary liabilities EREEKEECREENT
at the end of reporting period are as follows:
Liabilities Assets
=R BE
2017 2016 2017 2016
22—t ZIT—RE ZB—tHF ZE—RF
HK$000 HK$'000 HK$000 HK$'000
BT T BT T BT T BEET T
HKS$ g (126,727) (10,046) 40,251 234,098
usD =& (77,660) - 1,080 483

Sensitivity analysis

The following table details the Group’s sensitivity to
a 5% (2016: 5%) increase and decrease RMB against
the above foreign currencies. 5% (2016: 5%) is the
sensitivity rate used when reporting foreign currency
risk internally to key management personnel and
represents the management’s assessment of the
reasonably possible change in foreign exchange
rates. A (negative) positive number below indicates an
(increase) decrease in loss where the above foreign
currencies strengthen 5% (2016: 5%) against RMB.
For a 5% (2016: 5%) weakening of the above foreign
currencies against RMB, there would be an equal and
opposite impact on the loss for the year.

Annual Report 2017
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33. FINANCIAL INSTRUMENTS (Continued) 33.28®m TR (&)

b. Financial risk management objectives b. MXEKEEEEZERKE(£E)
and policies (Continued)
Market risk (Continued) 5 E B (&)
Foreign currency risk management (Continued) SR g B RE (4B
Sensitivity analysis (Continued) BRE DT (&)
2017 2016
—E—iHF —E-RF
HK$'000 HK$'000
BT BT T
(Increase) decrease in loss for the year AEZEHEGEM R (6,115) 8,420
Interest rate risk management Fi| 3K & 2 & FE

The Group is also exposed to cash flow interest rate
risk in relation to variable-rate bank balances because
these balances carry interest at prevailing rates and
they are of short maturity.

The Group is also exposed to fair value interest rate
risk in relation to fixed-rate borrowing (note 28). The
directors consider that the fair value risk in relation
to the fixed-rate borrowing is insignificant as the
borrowing has a short maturity period.

The Group currently does not have any interest rate
hedging policy in relation to fair value and cash flow
interest rate risks. The directors monitor the Group's
exposure on an ongoing basis and will consider
hedging the interest rate risk should the need arise.
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33. FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives
and policies (Continued)

Market risk (Continued)
Interest rate risk management (Continued)
Sensitivity analysis

Regarding the cash flow interest rate risk, the
sensitivity analysis below have been determined based
on the exposure to interest rates for non-derivative
instruments at the end of the reporting period. For
variable-rate bank deposits, the analysis is prepared
assuming the amount of the relevant asset outstanding
at the end of the reporting period was outstanding
for the whole year. A 50 basis points (2016: 50
basis points) increase or decrease represents the
management’s assessment of the reasonably possible
change in interest rates.

If interest rates had been 50 basis points (2016: 50
basis points) higher/lower and all other variables were
held constant, the Group’s loss for the year ended 31
December 2017 would have decreased/increased by
HK$93,000 (2016: HK$1,268,000).

Credit risk

As at 31 December 2017, the Group’s maximum
exposure to credit risk which will cause a financial loss
to the Group due to failure to discharge an obligation
by the counterparties is arising from the carrying
amount of the respective recognised financial assets
as stated in the consolidated statement of financial
position.
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33. FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives
and policies (Continued)

Credit risk (Continued)

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition,
the Group reviews the recoverable amount of each
individual debt at the end of the reporting period to
ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of
the Company consider that the Group’s credit risk is
significantly reduced.

The Group has concentration of credit risk as 88%
(2016: 93%) of the total trade receivables was due from
the Group’s largest customer.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to
finance the Group's operations and mitigate the effects
of fluctuations in cash flows.

The following table details the Group’s remaining
contractual maturity for its financial liabilities based
on the agreed repayment terms. For non-derivative
financial liabilities, the table has been drawn up based
on the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can be
required to pay. The table includes both interest and
principal cash flows. To the extent that interest flows
are floating rate, the undiscounted amount is derived
from interest rate at the end of reporting period.
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33. FINANCIAL INSTRUMENTS (Continued)

33.&m T A (£E)

b. Financial risk management objectives b. MWXEKREEEEZERKE(£E)
and policies (Continued)
Liquidity risk (Continued) HEELERE (E)
Liquidity tables HEE 2 &K
Weighted  On demand Total Carrying
average or less than 1-3 3 months undiscounted amount at
interest rate 1 month months to1year cashflows 31.12.2017
RZE-tf§
AEEX =y
mi FHR -z ZER  AEERS =t-H
7% -8 =R E-E REAE ZEEE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% BETT BETR BETR BETR BETR
2017 “E-tf
Non-derivative financial liabilities %74 H¥&%
Trade and other payables EREFRAERNTE - 43,676 - - 43,676 43,676
Amount due to a related party ER—2BEALIE - - - 120,000 120,000 120,000
Borrowing B3 3.0 - - 78,663 78,663 77,500
43,676 - 198,663 242,339 241,176
2016 ZE-NE
Non-derivative financial liabilities %74 HE&%
Trade and other payables ERERREERNTE - 167,030 - - 167,030 167,030
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33. FINANCIAL INSTRUMENTS (Continued)

C.

Fair value measurements of financial
instruments

The fair values of financial assets and financial
liabilities with standard terms and conditions and
traded in active liquid markets are determined with
reference to quoted market bid prices and ask prices
respectively.

The fair values of other financial assets and financial
liabilities are determined in accordance with generally
accepted pricing models based on discounted cash
flow analysis.

The following table gives information about how the
fair values of these financial assets are determined
(in particular the revaluation technique(s) and inputs
used), as well as the level of the fair value hierarchy
into which fair value measurements are categorised
(level 1 to 3) based on the degree to which the inputs
to the fair value measurements is observable.

. Level 1 fair value measurements are those
derived from quoted prices (unadjusted) in active
market for identical assets or liabilities.

o Level 2 fair value measurements are those
derived from 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).

o Level 3 fair value measurements are those
derived from valuation techniques that include
inputs for the asset or liability that are not based
on observable market data (unobservable inputs).

The directors of the Company consider that the
carrying amounts of other financial assets and
financial liabilities recorded at amortised cost in the
consolidated financial statements approximate their
fair values.
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33. FINANCIAL INSTRUMENTS (Continued)

d.

HUANXI MEDIA GROUP LIMITED

Fair value measurements recognised in
the consolidated statement of financial
position

As at 31 December 2016

33.&m T A (£E)

d. REAHBRAREERZAT
R

RZE—RF+=-_A=+—8H

Level 1 Level 2 Level 3 Total
F— R F=M HBEt
HK$'000 HK$'000 HK$'000 HK$'000
BT T BB T BT T BB T
Financial assets WHEE
Fair value through profit R AF(EF A
or loss - Investments Bam—HE
held for trading HE#RE 52,768 - - 52,768

There were no transfers between Level 1, 2 and 3 in
the current and prior years.
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34. RECONCILIATION OF LIABILITIES ARISING 34. RERMETH 2AEHK
FROM FINANCING ACTIVITIES

The table below details changes in the Group's liabilities TRFAIWASEAREEDELE 2 BES
arising from financing activities, including both cash and B BiEReRIFRSEDH BEFHELE
non-cash changes. Liabilities arising from financing activities ZBEEREREIRRBEREANETE
are those for which cash flows were, or future cash flows Bt RenEMRPIBEARETH R
will be, classified in the Group’s consolidated statement of EREZAE -

cash flows as cash flows from financing activities.

Interest
payable Amount
included in due to a
other payables Borrowing related party Total
sFAHE e EBN&—%
REZERHE B HBEALIRE st
HK$'000 HK$'000 HK$‘000 HK$'000
BETRT BETT BETRT BETT
(note 28) (note 27)
(B 5£28) (Pt 7%27)
At 1 January 2017 RZE—+F
—R—H - - - -
Financing cash flows MERSTE - 77,500 120,000 197,500
Interest expenses FERZ 154 - - 154
Exchange realignment SN BE 3 2 6 - - 6
At 31 December 2017 RZE—+F
+-A=+—H 160 77,500 120,000 197,660

BEEEEEERAR | =2 —+tFER
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35. DISPOSAL OF SUBSIDIARIES

(@)

During the year ended 31 December 2016, the
Company entered into a sale and purchase agreement
with Hong Kong Bridge Investments Group Limited
("HKBI") for the disposal of the entire equity interest
in Huge Allied Development Limited (“Huge Allied")
and the shareholder’s loan due by Huge Allied of
approximately HK$833,000 at a consideration of
HK$10,000. Huge Allied was inactive. The disposal was
completed on 5 January 2016, on which date control of
Huge Allied was passed to HKBI.

The net liabilities of Huge Allied at the date of disposal
were as follows:

35. HEME AR

(@)

BHE-_ZT-—R"F+-A=+—RHLF
B ARREBERREEBARAF
([BREREDIVEERZE  NAEH
+ EHuge Allied Development Limited
(I'Huge Allied |) z & & Bz # &Huge
Allied#s & 2 Bx 3 B 3K 49 7% #833,000
7T B A&7 #10,0007T © Huge Allied
RELEEK - HEFHER T —X
F—AAHERMK  Huge Alliedz % Hil
Rz A T BBIRE -

MHEE B Huge Alliedz B & F 580
T~

Analysis of assets and liabilities over which REEHEZEEREBIINT:
control was lost:
2016
—E—RF
HK$'000
BT
Other receivables H {th jE W IR 820
Shareholder’s loan % R E (833)
Net liabilities disposed of Mt EaEF8 (13)
consideration received: B Z K18 -
2016
—E-RF
HK$'000
BT T
Consideration received in cash and UIReRREFEBMBE 2RE
cash equivalents 10
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35. DISPOSAL OF SUBSIDIARIES (Continued) 35. HEMB AT (&)

(@) (Continued) (@ (&)
Gain on disposal of a subsidiary: HE-—BHRBERARZ WS :
2016
—E-REF
HK$'000
BT T
Total consideration ‘RE 10
Net liabilities disposed of FHEaE 8 13
Waiver of remaining liabilities HeHTAE (13)
Gain on disposal HE 2z W 10
cash flow on disposal of a subsidiary: HE—BHNEARELEZRERE :
2016
ZE-RF
HK$'000
BT T
Consideration received in cash and NEEEBEEEWRIZRE
cash equivalents 10

BEEEEEERAR | =2 —+tFER
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35. DISPOSAL OF SUBSIDIARIES (Continued)

(b)

During the year ended 31 December 2016, the
Company entered into a sale and purchase agreement
with Kwong Chi Fai, Gorman (“Gorman”) for the
disposal of the entire equity interest in Asset Expert
Limited, 21 Group Limited and Richy Fame International
Limited ("Disposed Companies”) at a consideration
of approximately HK$1,825,000. Disposed Companies
were investment holding companies and their
subsidiaries were inactive. The disposal was completed
on 21 July 2016, on which date control of Disposed
Companies was passed to Gorman.

The net assets of Disposed Companies and their
subsidiaries at the date of disposal were as follows:

35. HEMBAR (&)

(b)

BHE-_ZT-—R"F+-A=+—RHLF
B ARAHEBEE ([BEE]) T
BEEWHiE - N AR EEAsset Expert
Limited + 214%[% B IR 2 & &Richy Fame
International Limited ([T E AR ]) 2
EBARE - REBA =B HE1,825,0007T °
FIHE QAR AREER AR - KB
NAVWEER - HEFHERZZ—RX
FEtAZ+—BZEK  FFHEQRIME
ISR ZEETEEE -

REEER  FALERRIREKEAR
ZEEFBWT

Analysis of assets and liabilities over which REEGHEZEEREBED
control was lost:
2016
—E—RF
HK$'000
BT
Property, plant and equipment W - WEREE 85
Trade and other receivables JE LS BR 51 T H At B U SRR 2,110
Cash and cash equivalents RekReEEY 393
Trade and other payables JE 1 AR SR % H Ath JE 15 5RIR (375)
Tax payable FEBIIE (374)
Net assets disposed of FrtE&EFH 1,839
Consideration received: Pl B 2 18 -
2016
—E-RF
HK$'000
BT T
Consideration received in cash and NEeREEEWRIZKE
cash equivalents 1,825
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35. DISPOSAL OF SUBSIDIARIES (Continued)

(0)

35. HEMBAR (&)

(Continued) by (&)
Gain on disposal of subsidiaries: HEMB QR 2 :
2016
—E—RF
HK$'000
AT
Total consideration BB 1,825
Net assets disposed of i EEEFHE (1,839)
Cumulative exchange differences in respect of REAEMBAR =G ERAERSE
the net assets of the subsidiary reclassified o BEEEE MNBRAREEFS
from equity to profit or loss on loss of EXZRTEREZRE
control of the subsidiaries 801
Gain on disposal HEZ W 787
Cash flow on disposal of subsidiaries: HEMBATELEZRERE
2016
ZE-RF
HK$'000
BT T
Consideration received in cash and LIRS EReEEMREIZRE
cash equivalents 1,825
Less: Cash and cash equivalents disposed of BT ERERBEEEEY (393)
Net cash inflow HemAFE 1,432
BEEEEEERLAT SBR—LEER



182

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
o

FOR THE YEAR ENDED 31 DECEMBER 2017 #ZE —ZT—+F+-_A=+—BItFE

36. OPERATING LEASES 36. REHE
The Group as lessee KEERAEA
The Group made minimum lease payments paid under REEGMAEYE - B REHNEBEL
operating leases in respect of office premises, shops and EHE 2 &EB AN ALAB14,953,0007T
photocopying machines of approximately HK$14,953,000 (ZZE—RF : 5¥13,629,0007T) °

(2016: HK$13,629,000).

At the end of the reporting period, the Group had RBERR AEERTAIRBE 2 EELRE
commitments for future minimum lease payments under RN 5I) AR R 2 A FE S 2 R AR S AR AR 49 5 BOR
non-cancellable operating leases which fall due as follows: W
2017 2016
—E—tE —T-RF
HK$'000 HK$'000
BT T BT T
Within one year —F R 16,203 15,899
In the second to fifth years inclusive E_ZFRF(BEEEMSF) 3,954 18,338
20,157 34,237
Leases are negotiated and rentals are fixed for lease terms AR —ZE2RAF (ZE—XRE: —2F1F)
of one to five years (2016: one to five years). ETHEBBEESRNHEBRETETE -
37. COMMITMENTS 37. &I
2017 2016
—E—tE —T-R¥F
HK$'000 HK$'000
BT T BT T

Commitments in respect of the acquisition LB REESE & & TR B i iE

and production of film and TV rights FriEz # & (BET A M AR
contracted for but not provided in the RE B TSR R
consolidated financial statements 229,207 697,291

HUANXI MEDIA GROUP LIMITED Annual Report 2017
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38. SHARE OPTION SCHEME 38. BB ESTE

Pursuant to the resolution passed at the annual general
meeting held on 17 June 2014, the Company’s shareholders
approved the adoption of a share option scheme (the
“Scheme”). The Scheme became valid and effective for
a period of 10 years commencing on 20 June 2014. The
Company operates the Scheme for the purpose of providing
incentives and rewards to eligible participants who have
made or may make contribution to the Group. The eligible
participants of the Scheme include the Company’s or
its subsidiaries’ directors, employees, and any business
consultants, agents, financial or legal advisers and any other
persons whom the board of directors of the Company (the
“Board”) may determine, at its sole discretion, will contribute
or have contributed to the Group.

The share options may be exercised in accordance with
the terms of the Scheme at any time within the period
commencing from the date of grant of the share options and
expiring on the date determined by the Company’s directors,
but in any event such exercise period shall not be more than
10 years from the date of grant of the share options. The
amount payable on the acceptance of a share option is HK$1
(or such other nominal sum in any currency as the board of
directors of the Company may determine).

The exercise price of the share options shall be determined
by the board of directors of the Company, 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
sheet on the date of grant, which must be a business day; (ii)
the average closing price of the Company’s shares as stated
in the Stock Exchange’s daily quotations sheets for the five
business days immediately preceding the date of grant; and
(iii) the nominal value of the Company’s share.

BER-_Z-NFAATEARTZREE
FRELBBZRAR  ARFBRMER
m—EEAR R 8 ([&&T8)) - %588
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HEMBRARZES RBE  AREMREBE
B REA MBIEZEBERRARTES
2(Ex2)T2ENERRYAKE/KE
HERMKEFHERZEMEMAL -

BERETAREBEREZAEEARAES
BEE 2 B 1L B A BE B R AR IR 5% 5T 8 A9 15K
TUATTE - R T EARAEEMBERTTE
BB ARERE 2 AR TF - ZRE
BREENEEAEEIT(HARAESS
ARBEEZNEMENERAEZRIEES
&) e

BEREZTEEHARRESTSET - HED
BERATZESE (A2 RRONE LB
HBAREXER)EBRAARKMAE 2K
M (NARBRMNEEEL BHRT AR
EEBEBXABERRAFZFHRTHE
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38.

HUANXI MEDIA GROUP LIMITED

SHARE OPTION SCHEME (Continued)

The maximum number of shares in the Company in
respect of which the share options may be granted under
the Scheme and any other share option schemes of the
Company is not permitted to exceed 10% of the issued
share capital of the Company as at the date of approval of
the Scheme by the Company’s shareholders (the “Scheme
Mandate Limit"), or, if such 10% limit is refreshed, as at the
date of approval of the renewal of the Scheme Mandate
Limit by the Company’s shareholders. Notwithstanding the
foregoings, the maximum number of the Company’s shares
which may be issued upon exercise of all outstanding share
options granted and yet to be exercised under the Scheme
and any other share option schemes of the Company shall
not exceed 30% of the Company’s shares in issue from time
to time.

The total number of shares of the Company already issued
and to be issued upon exercise of all the share options
granted to each participant in any 12-month period up to
and including the date such new grant is not permitted to
exceed 1% of the total number of the Company’s shares in
issue as at the date of such grant. Any further grant of share
options in excess of this 1% limit shall be subject to the
approval of the Company’s shareholders in general meeting.
Each grant of share options 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
Company’s shares in issue and with an aggregate value
in excess of HK$5,000,000 in any 12-month period up to
and including the date of such grant must be approved in
advance by the Company’s shareholders.

As at the date of this report, a total of 230,855,540 shares
of the Company (representing approximately 8.34% of the
total number of issued shares of the Company) are available
for issue under the Scheme. No share options were granted
under the Scheme during both years or outstanding as at 31
December 2017 and 2016.

Annual Report 2017
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39.

40.

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund Scheme
for all qualifying employees in Hong Kong. The assets of the
schemes are held separately from those of the Group, in
funds under the control of trustees. The Group contributes
the lower of HK$1,500 or 5% of relevant payroll costs to the
scheme monthly, in which such contribution is matched with
each employee.

The employees of the Group’s subsidiaries in the PRC are
members of a state-managed retirement benefit scheme
operated by the government of the PRC. The subsidiaries are
required to contribute 20% of payroll costs to the retirement
benefit scheme to fund the benefits. The only obligation of
the Group with respect to the retirement benefit scheme is
to make the specified contributions.

RELATED PARTY DISCLOSURES
(a) Related party transactions

During the year, the Group entered into the following
transactions with related parties:

39.

40.

R K18 A ET &

AEBRMETEAERER L2 ERF
HREDEE - ZAAEZEERARBEEE
DHEBHE FHRREEAMEFZEEAR -
ARE B LB H1,5007T 318 B AR R # &K AE%
ZBRIEERARZEELHK 8REER
TREL SRR -

AEERFEMNEAR 2 EE RTERFE
EZBZRARBHEKE - BRANER A
AR ZERBEHNFAEEFTAERENES
HRERLERARZ20% ° FZRKEFEE
mME AEEZE-—BERELREEMRK -

BEALTHE
(a) HBAEALTZXF

FRAREEBEALITINATRS
=

2017 2016
—E—tE ZE-RF
HK$'000 HK$'000
BT T BT
Film director’s fee to Mr. Ning MELETNEFZEES
(note 20(a)) (Fff 5E20(a)) 18,639 -
Prepayment of film director's MIREEENCEXERE
fee to Mr. Xu (note 19())) (B EE19()) 12,612 -
Film and TV rights investment income  {¢ &[5 A URER 2 B K ERE
from B F5EL A (note 6(b)) b 42 15 & WA (BT 5E6(0)) = 5,073
Film and TV rights investment cost TN TREMRAZEZRERE
to ERFEML A (note 6(h) H 4 1% & XA (B 526(D)) = 13,723

These transactions constitute continuing connected
transactions for the purpose of Chapter 14A of the
Listing Rules.

AR ZHHEA LT B A E AT A

BEEEEEERAR | =2 —+tFER
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40. RELATED PARTY DISCLOSURES
(Continued)

(b) Related party balances

(c)

HUANXI MEDIA GROUP LIMITED

Details of the Group’s outstanding balances with
related parties are set out in notes 19(i) and 27.

Compensation of key management
personnel

The remuneration of directors who were considered
as key management personnel of the Group during the
year is as follows:

40. BEANTIRE (&)

(b) HBEEANL Z&ER

AEEERFBEA T ZHENKREEESEH
A EE19() 227 °

(c) TEEE ABFHMH

FRWEEAAEETEEBAEZES
[T e NN

2017 2016

—E—tF —ZE-RF

HK$000 HK$'000

BT T BT T

Short-term benefits ESE-ER R 19,015 18,036
Post-employment benefits RRAE A 18 18
19,033 18,054

The remuneration of directors and key executives is
determined by the Remuneration Committee having
regard to the performance of individuals and market
trends.

Annual Report 2017
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41. EVENTS AFTER THE REPORTING PERIOD

(@)

In January 2018, the Group's wholly-owned subsidiary,
Beijing Huan Sheng Xiao Yu Culture Media Company
Limited ("It REUEBXE X LEHEBRAF") entered into
certain contractual arrangements (the “Contractual
Arrangements”) with Beijing Hua Hua Duo Duo Culture
Company Limited ("JbRIEFERAILBER AR or the
"Target”) and its subsidiary ("dtFEHERLEREE
fRAR]") (the Target and its subsidiary collectively the
“Target Group”), and the Target's equity holders who
are independent third party individuals in the PRC.
The Target Group is principally involved in the movie
production and distribution and provision of internet
audio-visual programmes services in the PRC.

Pursuant to these agreements, the Group will provide
a loan of RMB18,000,000 to the Target's equity holders
and who will in turn inject the same amount to the
Target as capital or shareholders’ loans. No other
purchase consideration is required to be paid by the
Group.

By virtue of the contractual arrangements, the Group
has obtained control over and derived economic
benefits from the Target Group with effect from 19
January 2018.

Up to the date of the approval of these consolidated
financial statements for issuance, the Directors are
still assessing the fair values of the Target's assets and
liabilities to be recognised at the date of acquisition.

41. BEHREE

(@)
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41. EVENTS AFTER THE REPORTING PERIOD
(Continued)

(b)

HUANXI MEDIA GROUP LIMITED

On 16 March 2018, the Company, entered into
a loan agreement with Heroic Legend Ventures
Limited, a company incorporated in the BVI and an
independent third party, for a loan facility in the
amount of USD6,330,000. The loan is unsecured, bears
interest at 3% per annum and is repayable on the six
months from the date on which the advance is made.
Pursuant to the loan agreement, the Group drew down
USD6,330,000 on 19 March 2018.

On 9 March 2018, the Company and Mr. Dong, the
chairman and executive director of the Company,
entered into a loan agreement for a loan facility in
the amount of HK$100,000,000. The loan facility is
unsecured, interest free and is available for a period
of one year from 9 March 2018. The loan is provided
to the Group for the purpose of working capital or
investments in film rights or production.

On 26 March 2018, the Company and an independent
third party entered into a conditional agreement
in respect of an offer for a guaranteed distribution
income to be received by the Group at a minimum
amount of RMB700,000,000 from the distribution of a
film under production by the Group. Pursuant to the
proposed arrangements, the Group will be entitled
to a guaranteed minimum distribution income of
RMB700,000,000 if the box office receipts from the
related film is less than RMB2,800,000,000. The Group
will be entitled to share 30% and the counter party will
be entitled to share 70% of the distribution income
to the extent that the box office receipts from the
related film is greater than RMB2,800,000,000. Pursuant
to this agreement, the Group received a deposit of
RMB50,000,000 and it is refundable to the counterparty
if the two parties could not reach a final agreement
within 90 days from 26 March 2018.
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4. BREMBREE(E)

(b)

RZE—-NF=A+-B Apa#
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42. PARTICULARS OF PRINCIPAL

SUBSIDIARIES OF THE COMPANY
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2. KRR EEMBAAFE

Place of Percentage of Proportion of
incorporation/ ownership interest held  voting power held
operation Particulars of by the Company by the Company
Name of subsidiaries #h/ issued share capital RARARE NG liigs: Principal activities
HEARER Bewy BRARAREE BEEEAL REELH TEEH
2017 2016 Directly Indirectly
“E-tf ZTE Ef# i
Beijing Huan Sheng Xiao Yu Culture ~ The PRC RMB80,201,750 100% 100% = 100%  Film and TV right investments
Media Company Limited & i registered capital EYREREIRERE
IREBEE N ERER AR AR¥80,201,7507
HER
Huan Huan Xi Xi (Tianjin) Culture ~ The PRC RMB100,000,000 100% 100% = 100%  Film and TV right investments
Investment Company Limited @ & registered capital EYREREIRERE
BREE(R2) W RE A %100,000,0007
AR AR HER
Taizhou Huanxi Culture Investment ~ The PRC USD29,899,965 100% = = 100%  Film and TV right investments
Company Limited & HE registered capital EYREREIRERE
EMNBEELRERR AR F£29,899,9657C
HER
Guangdong Sinofocus Media The PRC RMB50,000,000 100% 100% - 100%  Film and TV right investments
Limited &2 g registered capital EYREREIRERE
ERABEEFRAR M AR %50,000,0007C
AR
Gain Flow Developments Limited BVI/HongKong ~ USD1 ordinary share 100% 100% - 100%  Online platform development
ERERARAT ABERREE/ FemLBhk BRTaER
Power Thought Investments Limited ~ BVI/Hong Kong ~ USD1 ordinary share 100% 100% - 100%  Filmand TV right investments
BREABRAT ZREARES/ FRMLBR SYRERBIRERE
HX Investment (HK) Limited Hong Kong HKS1 ordinary share 100% 100% - 100%  Film and TV right investments
HERE(RR)ERAH 3 RETLAR SYRERBIRERE
Wiz Limited Hong Kong HK$1 ordinary share 100% 100% 100% - Provision of management
ENBRAR £ BEITEER services to the Group and
securities trading and
investments
AEEEREEERS
DREFEERRE

HEGHKEEERAF
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42. PARTICULARS OF PRINCIPAL

AN
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SUBSIDIARIES OF THE COMPANY

42. A RBREEMBRAAFE (&)

(Continued)
Place of Percentage of Proportion of
incorporation/ ownership interest held  voting power held
operation Particulars of by the Company by the Company
Name of subsidiaries #h/ issued share capital NG NE )i B Principal activities
WEARAR mehy BRIRARE BEEEAL SR IEEE
2017 2016 Directly Indirectly
“E-tf ZTE EE i
Graceful View Holdings Limited BVI/HongKong ~ USD1 ordinary share 100% 100% - 100%  Investment holding
AEEBREE/ FRTEAR RERR
&
Sinofocus Media (Holdings) Limited ~ BVI/Hong Kong ~ USD1 ordinary share 100% 100% 100% - Investment holding and
REER (2R ERAA ABERREE/ ZeMLBR management
&% RERRRER
Huanxi Entertainment (HK) Limited ~ Hong Kong HK$10,000 ordinary 100% 100% - 100%  Investment holding
HERZ(HE)ERAA BE shares REARR
BB10000 ERE
Huanxi Media Investment Limited ~ Hong Kong HKS$1 ordinary share 100% 100% = 100%  Investment holding
BEYRRERRAA ik BRIt LRk RERR
Joyful Sky Holdings Limited BVI/HongKong ~ USD1 ordinary share 100% 100% - 100%  Investment holding
EXBRERAA ARABRER/ FRTEAR RERRK
Mansford Holdings Limited BVI/HongKong ~ USD1 ordinary share 100% 100% 100% Investment holding
ABAMREE/ FRITEAR RERRK
Kingbox Investments Limited BVI/HongKong  USD48,137 ordinary 100% 100% 100% Investment holding
EBEBREE/ shares RERK
&k FR1813TTERRK
Century 21 (HK) Group Limited Hong Kong HK$1 ordinary share 100% 100% = 100%  Investment holding
221 (F8) SEARAA Tk BRI LRk RERR

HUANXI MEDIA GROUP LIMITED
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42. ZRBREEMBRAAFE (&)
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(Continued)

Place of Percentage of Proportion of

incorporation/ ownership interest held  voting power held

operation Particulars of by the Company by the Company
Name of subsidiaries iR/ issued share capital NG ] NG g3 Principal activities
WELARAE LEmE BRARAHSE BEREAL REBLH TEER

2017 201 Directly Indirectly
ZE-tE 5% B 5k
Century 21 Property Agency Limited  Hong Kong HKS2 ordinary shares 100% 100% = 100%  Provision of property agency
2 ERRAA Bk BRI L AR and related services in
Hong Kong
EFAREMERER
BRRS
Century 21 Surveyors Limited Hong Kong HK$100 ordinary 100% 100% - 100%  Provision of property project
tENHETERAR Bk shares consulting and related
BEI00T L AR services
REMEBEZAREERE
(1) These subsidiaries are registered as wholly-owned foreign (1 ZEMBRARREBEREEGEMAIIEEERE -
enterprises under the PRC Law.

(2)  The English names of these PRC companies are translation of their 2 FHETERARZENEBORAEFXEEZ

respective Chinese names for information only and are not their

official names.

The above table lists the subsidiaries of the Company as at
31 December 2017 and 2016 which, in the opinion of the
directors, principally affected the results or assets of the
Group. To give details of other subsidiaries would, in the
opinion of the directors, result in particulars of excessive

length.

None of the Company’s subsidiaries had issued any debt
securities at the end of both years.

EEEHR2E WHFEEAEE-

ERAGIARRINR T —
TZA=t+—RHZWBR
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CHANGE IN PRESENTATION OF 43. B FE 2K EF
COMPARATIVES

Certain comparative figures of the consolidated financial BAVEREANE THREFEHEET » 8
statements were reclassified to conform with the current WFEARFEEZE2MA -

year's presentation.
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FINANCIAL SUMMARY

St 85wt =

A summary of the results, assets and liabilities of the Group for

the last five financial years is as follows:

mF

For the year ended 31 December
BEt-A=1t-BHLEE

AEEBETLEMBRFEZESE  EERBERHRA

2013 2014 2015 2016 2017
ZE-=% ZT-NmE ZE-1F ZE-RF ZB-tf
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000
BETL BETL BETTL BB BETT
RESULTS E4
Continuing operations RFEREEH
Revenue g 98,763 203,803 266,913 16,112 53,209
Profit (loss) before tax BRERAR (B8) 27,762 (12,796) (84,166)  (1,253,745) (95,159)
Income tax credit (expense) EHHS (AX) 8,552 (348) (8,630) - =
Profit (loss) for the year from continuing TEERETEERL
operations BA(ER) 36,314 (13,144) (92,796)  (1,253,745) (95,159)
Discontinued operations DRIEREER
Loss for the year from AEEERIEEERER
discontinued operations (1,120) - - - -
Profit (loss) for the year REFRT (EB) 35,194 (13,144) (92,796)  (1,253,745) (95,159)
Profit (loss) for the year attributable to: REERT (BB EER :
QOwners of the Company KRARERA 35,642 (13,144) (92,796)  (1,253,745) (95,159)
Non-controlling interests RS (448) S - - =
35,194 (13,144) (92,796)  (1,253,745) (95,159)
At 31 December
Rt=A=+-H
2013 2014 2015 2016 2017
ZE-=% ZE-QmF ZE-8F ZE-F ZEBE-t%f
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETL BETL BETIL BB BETT
ASSETS AND LIABILITIES BEREE
Total assets BELE 265,529 472,981 1,055,285 1,011,555 1,046,527
Total liabilities BEES (57,846) (136,871) (65,169) (184,644)  (254,360)
Total equity BREE 207,683 336,110 990,116 826,911 792,167
Attributable to: &l
QOwners of the Company KARERA 207,683 336,110 990,116 826,911 792,167
Non-controlling interests FERER - - - - -
207,683 336,110 990,116 826,911 792,167

HUANXI MEDIA GROUP LIMITED
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