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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE
OF HONG KONG LIMITED (THE “EXCHANGE”)

GEM has been positioned as a market designed to
accommodate small and mid-sized companies to which
a higher investment risk may be attached than other
companies listed on the Exchange. Prospective investors
should be aware of the potential risks of investing in
such companies and should make the decision to invest
only after due and careful consideration. Given that the
companies listed on GEM are generally small and mid-
sized companies, there is a risk that securities traded on
GEM may be more susceptible to high market volatility than
securities traded on the Main Board of the Exchange and
no assurance is given that there will be a liquid market in
the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Exchange
take no responsibility for the contents of this report, make no
representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of
this report.

This report, for which the directors (the “Directors”) of Neo
Telemedia Limited (the “Company”) collectively and individually
accept full responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on GEM of
the Exchange for the purpose of giving information with regard
to the Company. The Directors, having made all reasonable
enquiries, confirm that to the best of their knowledge and belief:

1. the information contained in this report is accurate and
complete in all material respects and not misleading or
deceptive; and

2. there are no other matters the omission of which would
make any statement in this report misleading.
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On behalf of the board (the “Board”) of directors (the
“Directors”) of Neo Telemedia Limited (the “Company”), |
hereby present to the shareholders of the Company the annual
results of the Company and its subsidiaries (collectively referred
to as the “Group”) for the year ended 31 December 2017.

REVIEW AND ANALYSIS

During the year ended 31 December 2017, the Group’s
operations mainly comprises sales of telecommunication
products and services and operation of Internet finance platform
business.

SALE OF TELECOMMUNICATIONS PRODUCTS
AND SERVICES

Bluesea Mobile Group

During the year under review, ERE S¥ B ER AR A A
(Guangdong Bluesea Mobile Development Company Limited®)
and its subsidiaries (collectively referred to as “Bluesea Mobile
Group”) had made a successful bid for the land use rights of a
parcel of land located at Heshan City, the People’s Republic of
China (“PRC”), for the construction of the “Bluesea Intelligence
Valley” which will feature a big data enterprise incubation
platform for the development of big data industry in Hong
Kong, Macau and Taiwan. Moreover, the construction of the
Internet data center (“IDC”) in Panyu, namely Guangzhou Lotus
Mountain Data Center, was completed and its trial run was
started in the third quarter of the year. Together with a turnover
of approximately HK$208.1 million contributed by & /I /&
HEHH B R 27 (Guangzhou Nowtop Technology Company
Limited*) and its subsidiaries, Bluesea Mobile Group recorded
an aggregate turnover of approximately HK$399.3 million for
the year under review, representing revenue from trading of
telecommunication products, provision of IDC, WIFI, system
integration and value-added Internet services and software
development.

Million Ace Group

Million Ace Limited and its subsidiaries (collectively referred to as
“Million Ace Group”) are mainly engaged in trading of mobile
phones, tablets and the relevant devices. Despite keen market
competition during the year ended 31 December 2017, Million
Ace Group managed to record a turnover of approximately
HK$698.6 million in the year under review.
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Chairman’s Statement
FEHREE

INTERNET FINANCE PLATFORM BUSINESS

During the year under review, the Group continued to expand its
customer base of its Internet finance platforms in JZ I THZ &%
ARE B 484 @ AR 7S A BR A 7 (Shenzhen Bees Financial Internet
Financial Services Co. Ltd.*). The revenue contributed to the
Group amounted to approximately HK$108.3 million represented
service or commission income through the operations of these
platforms.

BUSINESS PROSPECTS

Looking forward, the Group will continue to expand its IDC
business. On 6 January 2017, the Group made a successful
bid on a land parcel in Heshan City. The land parcel will be
used for the construction of the “Bluesea Intelligence Valley”
which will feature a big data enterprise incubation platform
through government guidance, market operation and policy
support. On 19 June 2017, the Group had entered into a joint
venture cooperation framework agreement (the “Cooperation
Framework Agreement’) with F & HEER B AR A A
(China National Offshore Qil Information Technology Limited®)
(“CNOOIT”). Pursuant to the Cooperation Framework
Agreement, the Group and CNOOIT had established a joint
venture company for the development of an IDC in Huizhou,
which is expected to be put into service in 2018. The Group will
continue to explore potential investment opportunities in IDC,
Internet-of-Things, cloud computing and related businesses.
With favorable policies and support from the PRC government
towards these fast growing sectors, the management is
optimistic that the Group will regain its strength and be able to
reward shareholders with better results in the foreseeable future.
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Chairman’s Statement

FHRBRESE

FINANCIAL HIGHLIGHTS MEREE
2017 2016
—E-—tF —T-AF
Turnover (HK$’000) BERE(FTHT) 1,214,772 2,513,845
Net Profit (HK$'000) wmAFERE (FAT) 53,060 202,187

Profit attributable to owners of KAEHEE AEGERF

the Company (HK$’'000) (F&x) 40,905 192,009
Basic earnings per share (HK Cents) EXRGREF (BL) 0.43 2.02

For the year under review, the Group recorded a turnover of
approximately HK$1,214.8 million (2016: HK$2,513.8 million),
representing a decrease of approximately HK$1,299 million or
51.7% as compared to the year ended 31 December 2016. The
decrease in turnover was mainly due to the keen competition of
telecommunication industry, particularly the mobile phone sector,
during the year ended 31 December 2017. The Group recorded
a profit attributable to owners of the Company of approximately
HK$40.9 million (2016: HK$192 million) for the year ended
31 December 2017. The decrease of profit attributable to
owners of the Company was mainly due to the lack of gain
on disposal of the HCH Investments Limited of approximately
HK$143,069,000 recorded in the year ended 31 December
2016 and the decrease in sale of telecommunication products
as mentioned above.

FINANCIAL POSITION

As at 31 December 2017, the Group had interest-bearing bank
borrowings of approximately HK$119.8 million (2016: HK$55.9
million) which are denominated in Renminbi, at floating rates and
repayable within one year.
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Chairman’s Statement
FEHREE

As at 31 December 2017, the Group had current assets of
approximately HK$1,315 million (2016: HK$925.9 million),
including cash and cash equivalents of approximately HK$164.4
million (2016: HK$188.9 million), trade receivables, prepayments,
deposits and other receivables and other financial assets of
approximately HK$1,142.4 million (2016: HK$711 million); and
current liabilities of approximately HK$792.9 million (2016:
HK$207 million). The Group’s current ratio had been decreased
from approximately 4.5 times as at 31 December 2016 to
approximately 1.7 times as at 31 December 2017.

The Group had total assets of approximately HK$2,505.5 million
(2016: HK$1,852.8 million) and total liabilities of approximately
HK$858.7 million (2016: HK$305.3 million), representing a
gearing ratio (expressed as total liabilities to total assets) of
approximately 34.3% as at 31 December 2017 (2016: 16.5%).

The Group’s turnover for the year ended 31 December
2017 amounted to approximately HK$1,214.8 million (2016:
HK$2,513.8 million).

COMMITMENTS

Details of commitments of the Group were set out in note 40 to
the consolidated financial statements.

CONTINGENT LIABILITIES

As at 31 December 2017, the Group did not have any material
contingent liabilities.

CHARGE ON ASSETS

As at 31 December 2017, there were no material charges on
the Group’s assets.
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MATERIAL INVESTMENT

On 21 July 2017, Blueasea Financial Leasing Company Limited
(“Bluesea Financial”), a wholly-owned subsidiary of the
Company, entered into an agreement (the “Agreement”) with
Gold Triumph Holdings Limited, as the vendor and &N %
HEE ¥ % % B B [R A 7] (Guangzhou Yonghuayuan Property
Development Co., Ltd.*) and EHEEmMEHREFR A A
(Shanghai Yuanjin Financial Leasing Co., Ltd.*) (“Shanghai
Yuanjin”) for acquisition of 50% of the entire equity interest of
Shanghai Yuanjin for a consideration of RMB1 and Bluesea
Financial shall be required to contribute an additional amount of
RMB100,000,000 as capital contribution to Shanghai Yuanjin.

The consideration and the capital contribution are expected
to be funded by the internal resources of the Group. The
completion of the above transaction will enable the Group to
capture investment opportunities in financial leasing related
business in the PRC.

For details of the above transaction, please refer to the
Company’s announcements dated 21 July 2017, 28 September
2017, 22 December 2017, 29 January 2018 and 28 February
2018.

As at the date of this report, the Agreement and transactions
contemplated thereunder have not been completed.
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Chairman’s Statement
FEHREE

LEGAL PROCEEDINGS

Reference is made to the announcements of the Company
dated 19 June 2015 and 30 November 2015 in relation to
an equity transfer memorandum of understanding and a
supplemental MOU (collectively referred to as the “MOUSs”)
entered into between NEO Intelligence Holdings Limited (“NEO
Intelligence”), a wholly-owned subsidiary of the Company,
Messrs CHAN Hung Kwong (the “1st Vendor”), CHAN Yu Chiu
and CHAN Yue Kuen (collectively referred to as the “Vendors”)
and Giant Crown Industries Limited (the “Target”). By the MOUs,
it was agreed between NEO Intelligence and the Vendors, inter
alia, that:

1)  The 1st Vendors shall negotiate for the acquisition by NEO
Intelligence of 80% shareholding of and in the Target and
ACE International Electronics Limited from the Vendors;

2)  NEO Intelligence shall pay the Vendors a refundable
deposit in the sum of HK$20,000,000 (the “Deposit”);

3)  The Deposit shall be refunded to NEO Intelligence upon
termination of the MOUs or 31 March 2016, whichever is
earlier;

4)  The Target, being the legal and beneficial owner of the
entire equity interest in EINBEEFEEFR AR
(Guangzhou Gangju Electronics Industries Company
Limited*) (“Gangju”), a company incorporated and existing
under the laws of PRC, irrevocably and unconditionally
undertakes to NEO Intelligence that, until the Deposit has
been refunded in full to NEO Intelligence, it share procure
Gangju to irrevocably and unconditionally agree the free
use of a block of building situated at & /N & & [& G2 E1E
7T 514455 AR under the certificate of land ownership “ &
& 1 3E F 5300582555 (“Block A”) by NEO Intelligence
or its nominee without any payment or compensation; and

*
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5) If the Vendors fail to refund the Deposit in full to NEO
Intelligence by the due date mentioned in paragraph
3) above, the Target irrevocably and unconditionally
undertakes that is shall procure Gangju to irrevocably and
unconditionally agree to the permanent free use of Block A
by NEO Intelligence or its nominee without any payment or
compensation; and

9) If the parties are unable to sign a formal agreement for the
acquisition by 31 March 2016, the MOUs shall terminate
automatically.

The Deposit was duly paid to the Vendors on 22 June 2015
by NEO Intelligence. By the said due date of 31 March 2016,
NEO Intelligence and the Vendors were not able to come to any
agreement regarding the acquisition and the MOUs therefore
terminated automatically. Nevertheless, the Deposit was not
refunded to NEO Intelligence upon the termination of the MOUs
or 31 March 2016.

Consequently, NEO Intelligence nominated Bluesea Mobile to
enter into physical possession of Block A with the agreement
of Gangju. Bluesea Mobile then carried out renovation works to
Block A for the purpose of modifying and fitting it out as an IDC,
namely Guangzhou Lotus Mountain Data Center.

As advised by the Group'’s legal adviser, NEO Intelligence and
Bluesea Mobile have requested the Target and the Vendors to
procure Gangju to sign all necessary documents to formally
vest Bluesea Mobile’s right of permanent free use of Block A to
prevent any subsequent interference or challenge, whether by
the Target, the Vendors, Gangju or other persons, to detriment
of the business of the IDC. However, despite the repeated
requests by NEO Intelligence and Bluesea Mobile, the Target
and the Vendors have failed to do so.

Chairman’s Statement
FREHESE

5) fHEFARBEE LXEI)BAAZIHAER
BBREFETHTEMEREER BF
AT B R AR - B (R B8R
TR R E R BT B EEE
HERBAKABERR (BANKK
BE) ARET Rk

6) MAIMITRBE-_ZT—R"F=ZA=1—
BARBEMMERE LA HZ  BETER
B KL

AECATEMEESRERN_T—RF A
“t+tZHAXNTFES -BELAIABR T
—RE=ZA=+—HB HEHEEEERE
JTRBEER A BWE 2 E M Mm%
BERIE-AM FTERERERLERH—F
—ARFEZAZTBARERETHEFER

%0

5 o

am> N\
cc -

At FEHMEEEEE RN EEHELE
AETHREAREF 2 ELHAE -HEB
BRERVARETHEREHN TR SHKE
REERENEBREBES L BIENETE
W EIRF L

BMAKEAZERMREZR TEHEEE
ERFEBRHEERKBEREN REBER
EMABEXMHUAEAR TREB B KAE
BERAREFZERN UHLEBEE B
BIEREMA TR TRENER BEEH
BB L2EH - AN - BETPEHFEEE
REMHEBRHZRER BEMEN—EBER
fEHITE) -

Annual Report 2017 —E—t £ £ 3] @



Chairman’s Statement
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On 12 May 2017, NEO Intelligence issued a writ of summons
against the Target and the Vendors (collectively referred to as
the “Defendants”) under Court of First Instance of the High
Court of Hong Kong Action No. 1127 of 2017 (the “Action”) to
claim against the Defendants, inter alia, for:

1) A declaration that NEO Intelligence and its nominee,
Bluesea Mobile, are entitled to the use of Block A freely
and permanently without any payment or compensation to
the Defendants;

2)  An Order that the Defendants shall procure Gangju to
execute all such documents as may be necessary to vest
in Bluesea Mobile the right to the use of Block A freely and
permanently without any payment or compensation; and

3) Alternatively, damages, including but not limited to the
Deposit, all costs and expenses arising from and incidental
to the modification and fitting out of Block A into the IDC,
and loss of Bluesea Mobile’s profits from the operation of
the IDC, to be assessed.

On 17 July 2017, the Defendants issued a summons applying
for a stay of the Action in view of an arbitration clause in the
MOUs (the “Application”). A hearing of the Application was held
at the High Court on 14 November 2017 and the judgement
thereof was handed down on 27 November 2017 which granted
a stay of the Action pending arbitration at the Hong Kong
International Arbitration Centre (“HKIAC”) in accordance with the
UNCITRAL Arbitration Rules.

On 4 January 2018, NEO Intelligence issued and served a
notice of arbitration under Arbitration No. HKIAC/PA18006 (the
“Arbitration”). The Group’s legal adviser is currently making
necessary arrangement with HKIAC and the Defendants for the
Arbitration.
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In addition, both Bluesea Mobile Group and the Defendants
have filed a claim in relation to the abovementioned dispute with
The People’s Court of Panyu District, Guangzhou (the “Panyu
Court”) (the “PRC Action”) and the date of the hearing thereof
has not been fixed. The Panyu Court has granted an order of
property preservation for Block A. Bluesea Mobile can therefore
continue to use Block A without interference until the judgement
of the PRC Action has been handed down.

The Group’s legal advisers are of the opinion that NEO
Intelligence and Bluesea Mobile enjoy a high chance of success
in the Arbitration and the PRC Action respectively.

As such, the Directors consider that the legal proceedings do
not have any material impact on the operations of Guangzhou
Lotus Mountain Data Center and the Group.

FOREIGN EXCHANGE EXPOSURE AND
TREASURY POLICIES

Most of the Group’s cash balances and transactions are
denominated in Renminbi, United States dollars and Hong
Kong dollars, i.e. functional currencies of relevant group entities.
The Group does not have a foreign currency hedging policy.
However, the management monitors foreign exchange exposure
and will consider hedging significant foreign currency exposure
should the need arise. As at 31 December 2017 and 2016, the
Group did not have any outstanding hedging instruments.
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Chairman’s Statement
FEHREE

EMPLOYEES AND REMUNERATION
POLICIES

As at 31 December 2017, the Group had approximately 390
staff (2016: 460). The total remuneration, including that of the
Directors, for the year under review is approximately HK$39.6
million (2016: HK$40.8 million). The Group remunerates its
employees based on their performances, experience and the
prevailing industry practice. Employee remuneration, excluding
Directors’ emoluments, is reviewed annually. In addition to the
basic salaries, employees are also entitled to benefits including
bonus and mandatory provident fund. On 19 December 2012,
the Company had adopted a share option scheme under which
full time employees, including Directors, of the Company and
its subsidiaries, might be granted options to subscribe for the
Company’s ordinary shares.

APPRECIATION

On behalf of the Board, | would like to take this opportunity
to express my appreciation to the Group’s shareholders and
customers for their utmost support, and to the management and
staff for their dedication and contribution to the Group during
the year.

LIE Haiquan
Chairman

Hong Kong, 27 March 2018
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EXECUTIVE DIRECTORS

Mr. CHEUNG Sing Tai (“Mr. Cheung”), aged 56, was
appointed as an executive Director on 21 June 2013 and
Chairman of the Board and Chief Executive Officer on
20 March 2014. He was re-designated as Deputy Chairman
of the Board on 31 May 2017. He is also a member of the
nomination committee and the remuneration committee of
the Company. Mr. Cheung graduated from the Department of
Thermal Engineering of Tsinghua University and the Sun Yat-sen
Business School with a bachelor degree in engineering and a
master degree in business administration respectively.

Mr. Cheung was engaged in trade between Mainland and Hong
Kong in his early years. He had served as deputy manager in
Strategic Development Department of Guangdong Investment
Limited, a company listed on the Exchange, while he was also a
director of Guangdong Tannery Limited, a company listed on the
Exchange.

Mr. Cheung previously served as the managing director of CL
China Group Limited and the general manager of Coastland
Development (Int’l) Co., Limited, both are engaged in investment
in securities and real estate.

Mr. ZHANG Xinyu, aged 55, was appointed as an executive
Director on 15 June 2012 and Vice President on 1 May 2014,
Mr. Zhang Xinyu holds a Master of Business Administration
degree and is familiar with the securities market regulations
in Hong Kong. He was a licensed responsible officer under
the SFO and an advisor of the Management Consulting
Committee of China Enterprise Confederation. He has over 20
years working experience in banking and investment banking
industries and accumulated extensive network resources and
experience in capital management. He has been engaged
in research and practice in listing, merger and acquisition,
reorganisation, spin-off and asset securitisation. In 1990, he was
appointed by the head office of Bank of China to hold senior
position in Bank of China (Hong Kong) in Hong Kong and mainly
to provide financial support to relevant Chinese entities under
the State Council based in Hong Kong.
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Biographies of Directors

EERRE

EXECUTIVE DIRECTORS (Continued)

Mr. XU Gang (“Mr. Xu”), aged 46, was appointed as an
executive Director on 17 June 2015. He graduated from
School of Economics and Management, Tsinghua University
with an executive master degree of business administration in
2006. He obtained his double bachelor's degree from Beijing
University of Technology in 1995. Mr. Xu is the general manager
of ERENEREEREBR AR (Guangdong Bluesea Mobile
Development Co., Ltd.*) (‘Bluesea Mobile”). He has extensive
experience in the strategy planning, operation, marketing and
capital management of international high-tech enterprises and
the strategy management, risk management and concentrative
management of large financial institutions. Prior to joining
Bluesea Mobile, Mr. Xu served as the general manager of
business intelligence division of F&X (R E) B ZRFEFR A
7] (Oracle (China) Software System Company Limited*).

Mr. TAO Wei (“Mr. Tao”), aged 39, was appointed as an
executive Director on 22 June 2017. He graduated from the
Department of Automation Engineering of Nanchang University
with a bachelor’s degree in industrial automation in 1999.
He was certified as a registered system engineer by National
Automation System Engineer Accreditation Office of Chinese
Automation Association in 2007. He was recognised as a senior
project manager by the Office of Computer Information System
Integration Qualification Certification of Ministry of Industry and
Information Technology in 2008.

Mr. Tao is a supervisor of FEINTFAIZE KR B R A A
(Shenzhen Hechuang Huateng Technology Company Limited®).
He served as a deputy general manager of REIEBER A
Al (nspur Group Guangdong Company*) from April 2015 to
September 2016, where he was in charge of business of cloud
computing, big data and software and system integration.

Mr. ZHANG Bo, aged 43, was appointed as an executive
Director on 22 June 2017. He obtained a bachelor’s degree of
market management from Beijing Opening University in 2006
and a master's degree of business administration from Jinan
University in 2014. He is currently a director of Qianhai Wealth
Management Limited, the chief executive officer and executive
director of each of BRI NLEEEEEFR QA (Guangdong
Avatar Asset Management Company Limited*) and &M &H&
M B RIS B BR A A (Guangdong Bluesea Guangzhou-Air
School Bus Services Ltd.*) and the chief executive officer of &
R EFEREEIEAR AF (Guangdong Avatar Wealth
Investment Management Limited®), all are subsidiaries of the
Company. Before joining the Group, he was the principal of
Foshan branch of Taiping Life Insurance Company Limited from
2010 to 2018.

*for identification purpose only
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NON-EXECUTIVE DIRECTOR

Dr. LIE Haiquan (“Dr. Lie”), aged 54, was appointed as a
non-executive Director and the Chairman of the Board on
31 May 2017. He obtained a Master’'s degree of Business
Administration from The University of Western Sydney in 2001.
He also received Honorary Doctorate degree of Management
from Lincoln University in 2016. Dr. Lie is currently an associate
dean of ER @AM KXE e & E R £ (Guangdong
Shenzhou Aerospace Manufacturing Technology Institute®), an
executive vice president of It RERMEEE (Guangdong
Corporation Chamber of Commerce in Beijing*) and the
honorary president of Hong Kong Guangdong Chamber of
Foreign Investors.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. ZHANG Zihua (“Mr. Zhang”), aged 43, was appointed
as an independent non-executive Director on 20 September
2016. He is also the chairman of each of the audit committee,
nomination committee and the remuneration committee of
the Company. He holds a Graduate Diploma of Chartered
Accounting from The Institute of Chartered Accountants
in Australia and New Zealand and a Degree of Bachelor of
Economics in Accounting from Guangdong University of
Technology. He is a member of The Chinese Institute of Certified
Public Accountants and a member of The Institute of Chartered
Accountants in Australia and New Zealand.

Mr. Zhang is currently a partner of Addsum Accountants Pty Ltd
(“Addsum”). Before joining Addsum, he has worked in public
practice at KPMG and PricewaterhouseCoopers in Australia,
China and Europe for over 17 years. He participated in a wide
range of auditing, initial public offering and due diligence projects
to a wide portfolio of private and multinational companies
operating in Australia, Europe, mainland China, and Hong Kong.

*
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Biographies of Directors

EERRE

INDEPENDENT NON-EXECUTIVE
DIRECTORS (Continued)

Ms. Xl Lina, aged 35, was appointed as an independent
non-executive Director on 16 May 2014. She is also a member
of each of the audit committee, nomination committee and
remuneration committee of the Company. She graduated with
a degree in economics and international trade from Zhejiang
University of Finance and Economics and holds a master of
science in banking and international finance from the City
University, London. She has extensive experience in economics
and futures market.

Mr. HUANG Zhixiong, aged 55, was appointed as an
independent non-executive Director on 13 May 2015. He is also
a member of the audit committee of the Company. He holds
a doctoral degree in business management. He is the senior
advisor of ERZEFREEE AN (Institute of Guangdong
South China Science and Technology Capital*) and was
appointed as the extramural tutor of the master programme
of professional accounting of the South China University of
Technology in November 2015. He was also appointed as
a member of the Advisory Board of the Faculty of Business
of City University of Macau in January 2017. Mr. Huang
obtained the Independent Director Qualification awarded by
the Shenzhen Stock Exchange in January 2015 and obtained
the Board Secretary Qualification awarded by the Shenzhen
Stock Exchange in April 2015. Mr. Huang was certified with
(1) the Securities Certificate Level Il in 2005, (2) the Securities
Institutions Senior Management Personnel Qualification in
20083, (3) the Securities Investment Fund Qualification and
Securities and Futures Qualification in 2002, (4) the Securities
Investment Analysis Qualification in 2001, (5) the Securities
Trading Brokerage Qualification and Securities Issuance and
Underwriting Qualification in 2000, and (6) the Shenzhen Stock
Exchange Initial National Debt and Futures Qualification in
1994. He obtained the Intermediate Economist Title awarded by
National Ministry of Personnel in 1994. Mr. Huang is currently
the Managing Director and the board secretary of Guangdong
Macro Co., Ltd. (@ company listed on the Shenzhen Stock
Exchange (stock code: 000533)), in which he was the vice
chairman from August 2013 to July 2016.

*
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The Directors present their report and the audited consolidated
financial statements of the Group for the year ended
31 December 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and
the principal activities of its principal subsidiaries are set out in
note 42 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The Group's profit for the year ended 31 December 2017 and
the financial position of the Group at 31 December 2017 are set
out in the consolidated financial statements on pages 76 to 238.

The Directors recommended to the shareholders of the
Company at the forthcoming annual general meeting of the
Company to be held on Tuesday, 29 May 2018 (“AGM”) a
final dividend of HK cent 0.38 per share for the year ended
31 December 2017 to be paid on Thursday, 26 July 2018 to the
shareholders whose names appear on the register of members
of the Company on Tuesday, 19 June 2018.

CHARITABLE DONATIONS

During the year ended 31 December 2017, the Group made
approximately HK$24,000 charitable donations (2016:
HK$27,000).

CLOSURE OF REGISTER OF MEMBERS

For determining the identity of the shareholders to attend and
vote at the AGM, the register of members of the Company will
be closed from Wednesday, 23 May 2018 to Tuesday, 29 May
2018, both days inclusive, during which period no transfer of
shares will be registered. In order to be eligible to attend and
vote at the AGM, all transfers of shares accompanied by the
relevant share certificates must be lodged with the Company’s
branch share registrar and transfer office in Hong Kong, Tricor
Tengis Limited at Level 22, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong for registration not later than 4:30
p.m. on Monday, 21 May 2018.
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CLOSURE OF REGISTER OF MEMBERS

(Continued)

For determining the entitlement of the shareholders to the
proposed final dividend, the register of members of the
Company will be closed from Tuesday, 19 June 2018 to
Wednesday, 20 June 2018, both days inclusive, during which
period no transfer of shares will be registered. In order to
qualify for the proposed final dividend, all transfers of shares
accompanied by the relevant share certificates must be lodged
with the Company’s branch share registrar and transfer office in
Hong Kong, Tricor Tengis Limited for registration not later than
4:30 p.m. on Friday, 15 June 2018.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of
the Group for the last five financial years is set out on pages
239 to 240. This summary does not form part of the audited
consolidated financial statements.

BUSINESS REVIEW

The business review, analysis using financial key performance
indicators and future development in the Company’s business of
the Group for the year ended 31 December 2017 are set out in
the section headed “Chairman’s Statement” on pages 5 to 14 of
this annual report.

The environmental policies and performance, compliance with
relevant laws and regulations and relationships with employees
are also discussed under section headed “Environmental, Social
and Governance Report” on pages 54 to 66.
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BUSINESS REVIEW (Continued) ESEAENNE )
PRINCIPAL RISKS AND UNCERTAINTIES FERBRIAEERE
Risk Areas Risks Description Risk Response

BB E | B 4 4 2 Bz PE

Strategic Risks Risk of concentration of a

R K 2L single business segment

E-XB28KTEAR

The revenue of the Group According to the management, although sale of

was mainly generated telecommunication products and services is the single
from the segment sale of largest business segment within the Group, it consists
telecommunication products  of different lines of products and services, including
and services. This is high mobile phones, large-scaled telecommunication
concentration of a single equipment, IDC services and wifi services, while

business segment. In case of  different types of customers are served.
any dispute and/or breakup EEEEER BEHEETNERMARBALAEE

with relevant customers, BERE—EBoE BEETAERFINERERTE &
sales of the Group could be  #EF# - REVE AR ME - B B BUE 0 AR5 K wifi
significantly affected. R EE M TEEANEFIRERE -

REBWZRFETERERIEE  In addition, the Group is seeking opportunity in other
BEAEMNMRESE BSE business field by acquiring and/or cooperating with
ERE KO\ - WEMARM other companies.

BREELUNN HBEE I AEEEBBWER SKEEMARA R
N AEEMNEEEETHE WEMEBELMNEH -

A& o Therefore, the management considered the risk
of concentration of a single business segment is
minimal.

At - EEERRE-XBOBNEHRER K-
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EEEHS
BUSINESS REVIEW (Continued)

PRINCIPAL RISKS AND UNCERTAINTIES
(Continued)

E 50 EE (@)

FERBETEERZE (@)

Risk Areas Risks Description Risk Response
[ B 2B 35 L B 8 [ B PR
Operational Risks System Failure due to
&I [ b disaster

KEBRARSWE

The construction of the
Group’s Internet Data

Center (“IDC”) in Panyu was
completed and its trial run
was started in the third quarter
of the year. The server room

is a very important asset to
the Group. It may suffer from
natural disaster such as power
outage, fire, etc.
AEEFEREHRBEHES O
(MDC 1) WEFRE R TI R
SEE=—FEMAFESL -
FRRERALEBENEREER
MEE NEEXWEE X
KEBARKERZE -

Critical computer systems and
equipment may be severely
damaged or destroyed in the
event of disaster. In addition,
backup data may not be
available for processing and
recovery purpose.
BEERESRLREBMEE
KEFRGXIEERREL
SRIZ - IO 10 BB T B B
SEETTRIERIRIE

As a result, the Company’s
ability to conduct business
may be significantly impaired
resulting in revenue deduction.
Eit - ARFEEENHE KR
i HI5S - E B as TR -

@ Neo Telemedia Limited P EFEEEEEFIR A A

According to the management, the IDC has
emergency power system which is an independent
source of electric power to the IDC in case of the
loss of normal power supply. This standby power
system is run by fuel. It protects the IDC from the
consequences of loss of primary electric power
supply.
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BUSINESS REVIEW (Continued) F 1% B R ()
PRINCIPAL RISKS AND UNCERTAINTIES FTERBRIAEEERR (#)
(Continued)
Risk Areas Risks Description Risk Response
[\ B SB35 2| B 8 [\ B FE %%
Compliance Risks Risk of non-compliance
& E B with the changing law and
regulations
TR B A B ROER BB
T &R E R
There are a number of The Group has currently engaged an external legal
regulations that are related advisor to update the management on changes in
to the Group’s operations, rules and regulations.

including laws and regulations 7~ £ B3R 2 Z B8 — Z HNEESE AR B R BhA I ROE R
in relation to money lending, MEBMEIEEEHHA -

personal data collection Moreover, employees are encouraged to attend

and employment (such as training courses and seminars that are related to their
Employee Compensation, duties. Cost of the training courses and seminars are
Mandatory Provident Fund reimbursable.

Schemes, documents filing o - S EE 8 2 B K SR EENEIRER
to the Inland Revenue Mt e - BIIRERATENBRBE TER-

Department), etc.
HEAEEZEFUAANERR
% BIEENE - EABIEK
ERERE (NESMIE A
MRABEEEE ARG REFRE
N A) E AR EED FROER
If the Group is unaware of
the change in rules and
regulations, the Group would
be exposed to the risk of
legal or regulatory sanctions,
material financial loss or loss
of reputation.

T A £R B SRR A BR A DI )2
ERNER AEBBRIX
BRIEEHE BAMBRERKX
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BUSINESS REVIEW (Continued)

COMPLIANCE WITH THE RELEVANT LAWS
AND REGULATIONS

During the year under review, as far as the Board and
management are aware, there was no material breach of or
non-compliance with the applicable laws and regulations by
the Group that has a significant impact on the businesses and
operation of the Group.

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Group recognises that employees are one of the significant
assets of the Group. The Group aims to continue establishing
a caring environment to employees and emphasis the personal
development of its employees.

The Group maintains a good relationship with our customers
and suppliers. The Group aims to continue providing quality
services and consumption experiences to our customers and
establishing cooperation strategy with our suppliers.

RESERVES

Movements in reserves of the Group during the year are set out
in the consolidated statement of changes in equity on pages 80
to 81.

DISTRIBUTABLE RESERVES

As at 31 December 2017, the Company has distributable
reserves of approximately HK$359,590,000 available for
distribution to shareholders of the Company (31 December
2016: HK$430,487,000). Under the Companies Law (Revised)
of the Cayman Islands, the share premium of the Company
is distributable to the Shareholders provided that immediately
following the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay off its debts
as they fall due in the ordinary course of business. The share
premium may also be distributed in form of fully paid bonus
shares.
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PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL AND SHARE OPTIONS

Movements in the Company’s share capital and share
options during the year are set out in notes 35 and 36 to the
consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles
of Association of the Company (the “Articles”) or the laws of the
Cayman lIslands, being the jurisdiction in which the Company
is incorporated, which would oblige the Company to offer new
shares on a pro rata basis to existing Shareholders.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during
the year ended 31 December 2017.
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MAJOR CUSTOMERS AND SUPPLIERS

The percentage of purchases and sales for the year attributable
to the Group’s major suppliers and customers are as followed:

PURCHASES

- the largest supplier 15% (2016: 25%)

- five largest suppliers combined 43% (2016: 66%)

SALES

- the largest customer 11% (2016: 30%)
- five largest customers combined 39% (2016: 58%)

None of the Directors, their associates or any Shareholder (which
to the knowledge of the Directors owns more than 5% of the
Company’s share capital) had an interest in the major suppliers
or customers noted above.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or existed during the year.

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, Laws of Hong Kong)
when the Report of the Board of the Directors prepared by the
Directors is approved in accordance with section 391(1)(a) of the
Companies Ordinance (Chapter 622, Laws of Hong Kong).

The Company has taken out and maintained Directors’ and
officers’ liability insurance throughout the year, which provides
appropriate cover for certain legal actions brought against its
Directors and officers.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES

As at 31 December 2017, the interests or short positions of
the Directors in the securities of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which were notified
to the Company and the Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO, including interests or short positions
which they were deemed or taken to have under such provisions
of the SFO, or which were required, pursuant to Section 352
of the SFO, to be entered in the register referred to therein,
or which were required, pursuant to Rules 5.46 to 5.68 of the
Rules Governing the Listing of Securities on the GEM (the “GEM
Listing Rules”) relating to securities transactions by directors, to
be notified to the Company and the Exchange, were as follows:

LONG POSITIONS IN THE SECURITIES OF
THE COMPANY

Report of the Directors

EEEHE

— A\ ‘: N7 AN Ei—\/ \\ A
ERNBEH IR NKR

RZEBE—+F+_A=+—B EEREA
AN EEMEREE (TERBHFLBEK
Bl (TBHERBEKRH])EXVI) 2FEHP
ERBEBSENPEGHEXVIBETRESH B
BRMEARNRIEBRzERZI AR (B
HERBILSRBAEKRA 2 ZFEXHESE A
RWEEHAE ZERIAE) HBIEFHF R
B E G0 535218 B2 AZIEFTE 2 B Rc it
RZEDIRE  KIBIEGEMES TR A
([GEM LR B |) $F5.46E FE5.6816 8B =
BRTEFRGZHATANG AR T LR
FrzERgoRamT:

Name of Director

EEnA

Capacity

a5

Dr. LIE Haiquan
5B HEE L

Mr. ZHANG Xinyu

RITTRAE

Mr. XU Gang
RExE

Beneficial owner

EnlEAA

Interest in controlled
corporations (Note 1)

SRRz (M)

Beneficial owner

BB A

Beneficial owner
EnlAA
Interest of spouse (Note 3)

FoBs (HREs)
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2,051,824,000 21.53%
2,091,928,357 21.95%
45,600,000 0.48%
(Note 2)
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES (Continued)

LONG POSITIONS IN THE SECURITIES OF
THE COMPANY (Continued)

Notes:

1. 2,055,887,357 shares and 36,036,000 shares are held by Winner
Mind Investments Limited (“Winner Mind”) and Golden Ocean
Assets Management Limited respectively; both companies are
wholly-owned by Dr. LIE Haiquan. Thus, he was deemed to be
interested in these 2,091,923,357 shares pursuant to the SFO.

2. These 45,600,000 underlying shares are derived from the share
options granted by the Company.

&), Mr. Xu is interested in 72,000 shares of the Company held by his
spouse, Ms. Yang Jintong.

Save as disclosed above, the Directors did not have any other
interests or short positions in the securities of the Company as
at 31 December 2017.

SHARE OPTION SCHEME

On 19 December 2012, the Company adopted a new share
option scheme (the “New Scheme”) as the share option
scheme adopted on 22 July 2002 (the “Old Scheme”) expired
on 21 July 2012. The purpose of the share option schemes is
to provide incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Eligible
participants of the share option schemes include Directors of the
Company or any of its subsidiaries, independent non-executive
Directors and employees of the Group, and suppliers of goods
or services to the Group. Upon the expiration of the Old
Scheme, share options granted under the Old Scheme remained
outstanding until they lapse in accordance with the terms of the
Old Scheme.
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SHARE OPTION SCHEME (Continued)

The maximum number of shares available for issue under the
New Scheme was refreshed at the annual general meeting of
the Company held on 25 May 2017, pursuant to which the
Directors were authorised to grant options carrying rights to
subscribe for up to a maximum number of 952,884,434 Shares,
which represented 10% of the total issued share capital of the
Company as at the date of that meeting. During the year ended
31 December 2017, no share options were granted under the
New Scheme.

As at 31 December 2017, the total number of outstanding
share options granted under the New Scheme and Old Scheme
is 114,000,000 and 6,840,000 respectively, representing
approximately 1.2% and 0.07% of the Shares in issue as at
31 December 2017.

Details of the Company’s share option schemes are set out in
note 36 to the consolidated financial statements.

EQUITY-LINKED AGREEMENTS

Save as those disclosed in the sections headed “Share
Option Scheme” in this Directors’ Report and also note 36 to
the consolidated financial statements, no other equity-linked
agreements were entered into by the Group or existed during
the year ended 31 December 2017.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed under the section headed “Directors’ Interests
and Short Positions in Securities” and “Share Option Scheme”
above, at no time during the year were rights to acquire benefits
by means of the acquisition of shares in or debentures of the
Company or any other corporate granted to any Directors, their
respective spouse or children under 18 years of age, or were
such rights exercised by them; or was the Company, or any
of its subsidiaries a party to any arrangement to enable the
Directors, their respective spouse or children under 18 years of
age to acquire such rights in any other body corporate.
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DIRECTORS

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

EXECUTIVE DIRECTORS

Mr. CHEUNG Sing Tai
Mr. ZHANG Xinyu
Mr. XU Gang
Mr. TAO Wei
(appointed on 22 June 2017)
Mr. ZHANG Bo
(appointed on 22 June 2017)

NON-EXECUTIVE DIRECTOR

Dr. LIE Haiquan
(appointed on 31 May 2017)

INDEPENDENT NON-EXECUTIVE
DIRECTORS:

Mr. ZHANG Zihua
Ms. Xl Lina
Mr. HUANG Zhixiong

Pursuant to Article 86(3) of the Articles, the Directors have the
power from time to time and at any time to appoint any person
as a Director either to fill a casual vacancy on the Board or as
an addition to the existing Board. Any Director so appointed by
the Board shall hold office only until the next following annual
general meeting of the Company and shall then be eligible for
re-election. Accordingly, Dr. LIE Haiquan, Mr. TAO Wei and
Mr. ZHANG Bo who were appointed as Directors on 31 May
2017, 22 June 2017 and 22 June 2017 respectively shall retire
from their office and eligible for re-election at the AGM.

Pursuant to Article 87(1) of the Articles, at each annual general
meeting, one-third of the Directors for the time being shall retire
from office by rotation provided that the chairman of the Board
and/or the managing director of the Company shall not, whilst
holding such office, be subject to retirement by rotation or be
taken into account in determining the number of Directors to
retire in each year. Accordingly, Ms. Xl Lina and Mr. HUANG
Zhixiong shall retire from office and eligible for re-election at the
AGM.

*for identification purpose only
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DIRECTORS’ BIOGRAPHIES

Biographical details of the Directors of the Company are set out
on pages 15 to 18 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at
AGM has a service contract with the Company which is not
determinable within one year without payment of compensation,
other than statutory compensation.

DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

No significant transaction, arrangements and contracts in
relation to the Group’s business to which the Company or any
of its subsidiaries was a party, and in which a Director of the
Company had a material interest, whether directly or indirectly
subsisted at the year-end or at any time during the year.
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INTERESTS AND SHORT POSITIONS OF
SHAREHOLDERS DISCLOSEABLE UNDER
THE SFO

So far is known to any Director, as at 31 December 2017, other
than the interests of Directors as disclosed above, shareholders
who had interests or short positions in the securities of the
Company which would fall to be disclosed to the Company
under provisions of Divisions 2 and 3 of Part XV of the SFO, or
who were deemed to be directly and indirectly interested in 5%
or more of the issued share capital of the Company, or which
were recorded in the register of interests required to be kept
by the Company pursuant to Section 336 of the SFO were as
follows:
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LONG POSITIONS L3}
Number of Approximate
shares/underlying percentage of
Name Nature of interests shares held shareholding
FEER®E BORER
®H EEEE HEROEE Aok
Winner Mind (Note) Beneficial owner 2,055,887,357 21.58%
Winner Mind (B 5) BEm#EE A
Note: Winner Mind is wholly-owned by Dr. LIE Haiquan, a non-executive [ 5% : Winner Mind B 3E#1 17 =718 &

Director.

DIRECTORS’ INTEREST IN COMPETING
BUSINESS

None of the Directors or any of their respective close associates
(as defined in the GEM Listing Rules) has an interest in a
business which competes or may compete with the business of
the Group.
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CONNECTED TRANSACTIONS

On 1 April 2017, the Company entered into a consultancy
service agreement with Honford Limited (the “Consultancy
Service Agreement”) for the provision of consultancy services
to the Company for an initial term of one year from 1 April
2017 at a monthly fee of HK$71,500. As Honford Limited is
wholly-owned by Ms. TO Siu Mui, the spouse of Mr. CHEUNG
Sing Tai, an executive Director. As such, Honford Limited is
a connected person of the Company under the GEM Listing
Rules.

Since the above transaction is conducted on normal commercial
terms and the applicable percentage ratios thereof are less than
0.1%, the Consultancy Service Agreement and the transaction
contemplated thereunder are exempt from the reporting,
announcement, annual review and independent shareholders’
approval requirements under Chapter 20 of the GEM Listing
Rules.

The related party transactions, except compensation of
key management personnel, disclosed in note 45 to the
consolidated financial statements constituted connected
transactions under Chapter 20 of the GEM Listing Rules.

CORPORATE GOVERNANCE REPORT

Corporate governance report of the Company is set out on
pages 35 to 53 of the annual report.

SUFFICIENCY OF PUBLIC FLOAT

The Company maintained a sufficient public float as
required under the GEM Listing Rules during the year ended
31 December 2017.
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AUDITOR

The financial statements have been audited by HLB Hodgson
Impey Cheng Limited (“HLB”). The term of appointment of
HLB as auditor of the Company shall expire at the conclusion
of the AGM. A resolution will be submitted to the AGM for the
reappointment of HLB as auditor of the Company.

On behalf of the Board
CHEUNG Sing Tai
Deputy Chairman

Hong Kong, 27 March 2018
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Corporate Governance Report

COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES

The Company’s corporate governance practices are based on
the principles and the code provisions as set out in the Code
on Corporate Governance Practices (the “Code”) as set out in
Appendix 15 to the GEM Listing Rules. The principles adopted
by the Company emphasis a quality board, transparency and
accountability to shareholders. In the opinion of the Board,
the Company has complied with the Code for the year ended
31 December 2017, with the exception for the following
deviations:

Under code provision A.2.1, the responsibilities between
chairman and chief executive officer should be divided. The two
positions were previously taken up by Mr. CHEUNG Sing Tai.
Upon the re-designation of Mr. CHEUNG Sing Tai from Chairman
to Deputy Chairman and the appointment of Dr. LIE Haiquan as
Chairman on 31 May 2017, the two positions were since then
separated.

Under code provision A.4.1, non-executive Directors should
be appointed for specific term. There is no specific term of
appointment of the non-executive Directors; however, they are
subject to retirement by rotation in accordance with the articles
of association of the Company (“Articles”) and the Code.
Accordingly, the Company considers that sufficient measures
have been taken to deal with the requirement in respect of the
appointment terms of non-executive Directors as required under
the Code.

Under code provision D.1.4, the Company should have formal
letters of appointment for Directors setting out the key terms
and conditions of their appointment. Except for Mr. CHEUNG
Sing Tai and Mr. ZHANG Xinyu, the Company did not have
formal letters of appointment for Directors. However, the
Directors shall be subject to retirement by rotation in accordance
with the Articles. In addition, the Directors are required to refer
to the guidelines set out in “A Guide on Directors’ Duties” issued
by the Companies Registry and “Guidelines for Directors” and
“Guide for Independent Non-executive Directors” (if applicable)
published by the Hong Kong Institute of Directors in performing
their duties and responsibilities as Directors. Besides, the
Directors are required to comply with the requirements under
statute and common law, the GEM Listing Rules, legal and
other regulatory requirements and the Company’s business and
governance policies.
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CODE OF CONDUCT REGARDING
SECURITIES TRANSACTIONS BY
DIRECTORS

The Company had adopted a code of conduct regarding
securities transactions by Directors on terms no less exacting
than the required standard of dealings set out in Rules 5.48 to
5.67 of the GEM Listing Rules. The Company also had made
specific enquiry of all Directors and the Company was not aware
of any non-compliance with the required standard of dealings
and its code of conduct regarding securities transactions by
Directors during the year ended 31 December 2017.

BOARD OF DIRECTORS

The Directors acknowledge their responsibilities for the
preparation of accounts, which shall give a true and fair view
of the financial position of the Group and of the financial
performance and cash flows of the Group for that year.
Details of the basis of preparation of financial statements are
set out in note 3 to the consolidated financial statements.
The Board is also responsible for formulating the Group’s
long term strategy, determining and approving the Group’s
significant transactions and supervising the management to
ensure thorough implementation of the Group’s policies and
effective performance of their duties. Other decisions are to be
delegated to management. As at 31 December 2017, the Board
comprised nine Directors, including five executive Directors, one
non-executive Director and three independent non-executive
Directors. The executive Directors are Mr. CHEUNG Sing Tai,
Mr. ZHANG Xinyu, Mr. XU Gang, Mr. TAO Wei and Mr. ZHANG
Bo. The non-executive Director is Dr. LIE Haiquan. The
independent non-executive Directors are Mr. ZHANG Zihua, Ms.
Xl Lina and Mr. HUANG Zhixiong. Biographies of the existing
Directors are set out on pages 15 to 18.

*
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BOARD OF DIRECTORS (Continued)

Throughout the year ended 31 December 2017, 11 Board
meetings were held. Details of the attendance of the Directors
are as follows:

EXERKRE

EED (4

REBEZE_ZT—+tF+-_A=+—HILFER
BRTINAESERR - EFHEFBEUT:

Directors’
Name of the Directors Attendance
EEnE EESHESR
Executive Directors BITES
Mr. CHEUNG Sing Tai REREA 11/11
Mr. ZHANG Xinyu RIMFRE 11/11
Mr. XU Gang RETE 8/11
Mr. TAO Wei el esites 4/4
Mr. ZHANG Bo IR HE 3/4
Non-executive Director EHITES
Dr. LIE Haiquan PGS L 4/5
Independent Non-executive Directors BIYFHTES
Mr. ZHANG Zihua ok FZE* (ZHANG Zihua) 7t & 10/11
Ms. Xl Lina EEM+ 8/11
Mr. HUANG Zhixiong mRERE 11/11

Under code provision A.4.1, non-executive Directors
should be appointed for specific term. There is no specific
term of appointment of the non-executive Directors of the
Company; however, they are subject to retirement by rotation
in accordance with the Articles. Accordingly the Company
considers that sufficient measures have been taken to deal
with the requirement in respect of the appointment terms of
non-executive Directors as required under the code provision.

Each of the independent non-executive Directors has made
an annual confirmation of independence pursuant to Rule 5.09
of the GEM Listing Rules. The Company is of the view that all
independent non-executive Directors meet the independence
guidelines set out in Rule 5.09 of the GEM Listing Rules and are
independent in accordance with the terms of the guidelines. The
Board held a board meeting for each quarter to discuss and
approve the Group’s results. The then board members attended
the meetings.

*for identification purpose only
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CHAIRMAN AND THE CHIEF EXECUTIVE
OFFICER

Under code provision A.2.1, the responsibilities between
chairman and chief executive officer should be divided. The two
positions were previously taken up by Mr. CHEUNG Sing Tai.
Upon the re-designation of Mr. CHEUNG Sing Tai from Chairman
to Deputy Chairman and the appointment of Dr. LIE Haiquan as
Chairman on 31 May 2017, the two positions were since then
separated.

DIRECTORS’ TRAINING

According to the code provision A.6.5 of the Code, all directors
should participate in continuous professional development to
develop and refresh their knowledge and skills to ensure that
their contribution to the Board remains informed and relevant.

All Directors have participated in continuous professional
development and provided a record of training they received for
the financial year ended 31 December 2017 to the Company.
The Company has also continuously updated Directors on
the latest developments regarding the GEM Listing Rules and
other applicable regulatory requirements, to ensure compliance
and enhance their awareness of good corporate governance
practices.
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DIRECTORS’ TRAINING (Continued)

The individual training record of each Director received for the
year ended 31 December 2017 is summarized below:

Corporate

EE I

Governance Report
EXERKRE

ZHINE )

BE-T—t5+-A=+—ALLEE &
EF N EAE RN T

Attending or
participating

in seminars/
workshops
reading materials
relevant to roles,
functions, and
duties of a listed
company director

HER2m
Mg MmEE
MESELHTAR
EEAG -BER
Name of Directors EEnA BENTHR
Executive Directors BITES
Mr. CHEUNG Sing Tai RERILA v
Mr. ZHANG Xinyu SRIETF L v
Mr. XU Gang REEE v
Mr. TAO Wei (el esite v
Mr. ZHANG Bo IR HE v
Non-executive Director FHITES
Dr. LIE Haiquan H R+ v
Independent Non-executive Directors BYHTES
Mr. ZHANG Zihua 3F 72+ (ZHANG Zihua) % 4 v
Ms. Xl Lina EBL L v
Mr. HUANG Zhixiong HmEMLE v

*for identification purpose only
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GENERAL MEETING

During the year ended 31 December 2017, 1 general meeting,
being the 2017 annual general meeting of the Company (‘2017
AGM”) was held on 25 May 2017.

BRAE

RBEE-_ZT—tF+-_A=+—HLEFE"
AREBRITIARERE IR T —tF
ARA-TRHBEFZ-_ZE—tERRBEFK
g([ZE—tERRBAFRE]) -

Directors’
Name of the Directors Attendance
BEEgE BEEHFEE
Executive Directors BITES
Mr. CHEUNG Sing Tai REFRILAE 1/1
Mr. ZHANG Xinyu RITFEAE 1/
Mr. XU Gang REEE 11
Mr. TAO Wei b1 5 A N/A
(appointed on 22 June 2017) (RZE—+EFAAAZ+TZHEZMT) TE R
Mr. ZHANG Bo SRR 5 A N/A
(appointed on 22 June 2017) (RZE—tEFAAAZ+TZHEZMT) E R
Non-executive Director FBITES
Dr. LIE Haiquan 5 g rEE T+ N/A
(appointed on 31 May 2017) (RZE—+FRA=T—HEZMT) i A
Independent Non-executive Directors BYFHTES
Mr. ZHANG Zihua RFEE* (ZHANG Zihua) 5t 4 1/1
Ms. XI Lina EBMi T 0/1
Mr. HUANG Zhixiong EEMERE 0/1

The Board is responsible for maintaining an on-going dialogue
with shareholders and in particular, uses annual general
meetings or other general meetings to communicate with them
and encourage their participation. The executive Directors
and the chairmen of the Audit Committee, the Remuneration
Committee and the Nomination Committee attended the 2017
AGM to answer questions and collect views of shareholders.

*for identification purpose only
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BOARD COMMITTEES

To assist the Board in discharging of its duties, the Board is
supported by three board committees. Each committee has
its defined scope of duties and terms of reference and the
committee members are empowered to make decisions on
matters within the terms of reference of each committee.

1. AUDIT COMMITTEE

The Company has established the Audit Committee with
written terms of reference in compliance with Rules 5.28
to 5.33 of the GEM Listing Rules. The primary duties of
the Audit Committee are (a) to review the Group’s annual
reports, interim reports and quarterly reports; (b) to discuss
and review with the auditor of the Company on the scope
and findings of the audit; and (c) to supervise the financial
reporting process, risk management and internal control
systems of the Group.

The Audit Committee consists of three independent
non-executive Directors, namely Mr. ZHANG Zihua, Ms. XI
Lina and Mr. HUANG Zhixiong. The chairman of the Audit
Committee is Mr. ZHANG Zihua, who possesses extensive
experience in finance and accounting.

The Audit Committee held 5 meetings during the year
to review the Group’s audited annual results for the year
ended 31 December 2016 and the unaudited quarterly
and interim results for the year ended 31 December
2017, which is of the opinion that the preparation of
such results complied with the applicable accounting
standards and requirements and that adequate disclosure
have been made. The Audit Committee also reviewed the
internal control systems of the Company and considered
the engagement of professionals in relation to the risk
management and internal control and environmental,
social and governance reporting requirements under the
GEM Listing Rules.

*
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BOARD COMMITTEES (Continued)

*

AUDIT COMMITTEE (Continued) 1. EZZEE (@)
Details of the members’ attendance of the Audit EZZEgLRNKNENEFHFBHOT
Committee meetings are as follows:

Members’
Name of the Members Attendance
REHA REHER
Mr. ZHANG Zihua iR FEE* (ZHANG Zihua) 7t 4 5/5
Ms. Xl Lina EEPLZ+ 3/5
Mr. Huang Zhixiong EEELEE 5/5
REMUNERATION COMMITTEE 2. FMHEZEES

The Company has established the Remuneration
Committee according to the relevant provisions of the
GEM Listing Rules with written terms of reference. Its
primary duties are (a) to make recommendation to the
Board on the Company’s policy and structure for all
remuneration of Directors and senior management; (b)
to review and approve the management’s remuneration
proposals with reference to the Board’s corporate goals
and objectives; and (c) to determine the remuneration
packages on individual executive Directors and senior
management.

The Remuneration Committee consists of one executive
Director and two independent non-executive Directors,
namely Mr. ZHANG Zihua (as chairman), Mr. CHEUNG
Sing Tai and Ms. XI Lina as members.
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Neo Telemedia Limited FE I EEEBE R A

*

ARRERRGEM TR Z R
EXRZEFENEZES YCOBETEEER
REE - EIZBEN@UARA DR
EENEREBABRZHIMBR AR
MEFGRUER OEAEREESMHMAT
EEDHRBRMRN RAEEERED
Fgm: ROBEENATESEES
RERANBRFNTE -

FMEE SR —ZRITEERWE
BYFERTESMHAR N EFR TE
(ZHANG Zihua) e K BRE HF 4
LEBZ -

EHZT



Corporate Governance Report

BOARD COMMITTEES (Continued)

o

*

REMUNERATION COMMITTEE (Continued)

During the year under review, the Remuneration
Committee held 5 meetings to (1) review the remuneration
packages of the Directors and senior management,
(2) determine the remuneration of the new executive
Directors and new non-executive Director, and (3) assess
the performance of two independent non-executive
Directors and two executive Directors and discussed and
recommended their remuneration.

Details of the members’ attendance of the Remuneration
Committee meetings are as follows:

"kh—s[_\iﬁi

FNEES (#)

BEFEAN FTHEEED BTN
FEAMNMRTESTRSRE R E H N
FB QEBETCHRATESRIIIENTE
BHM RO FTEMBBEILIERITES
FRERTESE 2R TE EBE
R ER -

FMZEeERNKEBLFEFBNOT:

Members’
Name of the Members Attendance
REHA REHER
Mr. CHEUNG Sing Tai RERLEAE 5/5
Ms. Xl Lina EEMz+ 4/5
Mr. ZHANG Zihua iRFEE* (ZHANG Zihua) &4 5/5

The executive Directors are considered to be senior
management of the Company. The emoluments payable
to them are determined by the Remuneration Committee
based on their qualifications, experience and the prevailing
market conditions. Details of the remuneration of the
Directors are set out in note 14 to the consolidated
financial statements.
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BOARD COMMITTEES (Continued)

3.

*

NOMINATION COMMITTEE

The Company has established a Nomination Committee
on 28 March 2013 with written terms of reference in
accordance with requirements of the Stock Exchange.
The Nomination Committee shall comprise at least three
members with a majority of independent non-executive
Directors, and the Chairman of the Board or an
independent non-executive Director should take up the
role of chairman of the Nomination Committee. The
Nomination Committee currently consists of one executive
Director, Mr. CHEUNG Sing Tai, and two independent
non-executive Directors, namely, Mr. ZHANG Zihua (as
chairman) and Ms. Xl Lina. The terms of reference of the
Nomination Committee is currently made available on the
websites of the Stock Exchange and the Company.

Terms of reference adopted by the Nomination Committee
are aligned with the code provisions set out in the Code.

The functions of the Nomination Committee are to review
and monitor the structure, size and composition of the
Board and make recommendations on any proposed
changes to the Board to complement of the Group’s
strategy; to identify qualified individuals to become
members of the Board; to assess the independence
of independent non-executive Directors; and to make
recommendations to the Board on the appointment or
re-appointment of Directors and succession planning
for Directors, in particular the Chairman and the Chief
Executive.

The Board adopted on 30 August 2013 a board diversity
policy (the “Board Diversity Policy”) and delegated certain
duties under the Policy to the Nomination Committee. The
Nomination Committee and the Board had also reviewed
on 26 March 2015 the structure of the Board and is of
the opinion the Board consisted of members with different
gender, age, cultural and educational background,
ethnicity, professional experience, skills and knowledge,
which met the requirements under the terms of the Board
Diversity Policy.
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BOARD COMMITTEES (Continued)

3. NOMINATION COMMITTEE (Continued)

During the year under review, the Nomination Committee
held 3 meetings to (1) review the Board composition, (2)
review the independence of the independent non-executive
Directors, (3) consider the re-election of retiring Directors
and (4) review the biographical information of the proposed
new Directors and made recommendation on the suitability
on such nomination.

Details of the members’ attendance of the Nomination
Committee meetings are as follows:

"kksA%ﬁi

2 (8)

REBEFEN RHAEZE8EEET3X
2NN BRATESE ZAK (2 BRT5E
VIEHITESE B M QERETE
EERETRG)BEHBIRERTES
NWEEER ITHEBIGHNEEER
HHEBER -

REZEGEHANKEHFEFBENT

Members’
Name of the Members Attendance
REHE REHER
Mr. CHEUNG Sing Tai R REA 3/3
Ms. Xl Lina EEMz+ 2/3
Mr. ZHANG Zihua RFEE* (ZHANG Zihua) &4 3/3

DIRECTORS’ RESPONSIBILITY FOR
THE PREPARATION OF FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for the
preparation of the financial statements of the Group and ensure
that the financial statements are prepared in accordance with
statutory requirements and applicable accounting standards.
The Directors also ensure the timely publication of the financial
statements of the Group.

The Directors confirm that, to the best of their knowledge,
information and belief, having made all reasonable enquiries,
they are not aware of any matters uncertainly relating to
events or conditions that may cast significant doubt upon the
Company'’s ability to continue as a going concern.

*

for identification purpose only

SRRV BHRERZEE

EXNTHEERUAEBEZUBRER I
BRABPBHRRDBRBEAERAERERS
EPEHIHE%@%%D’M@%ZK%E\M‘%i&%%

Ei/‘\tto

EERR KEL—aBERR HREM
HM-PBNMAE RELTABEMATES Y
ARBFEELERNERERRBZEMNK
BER THEEHRE -

Y EHREG

Annual Report 2017 —E—t £ £ 3]



Corporate Governance Report
EEERBE

CORPORATE GOVERNANCE FUNCTIONS

The corporate governance functions were performed by the
Board.

The corporate governance functions are to develop and
review the Company’s policies and practices on corporate
governance to comply with the Code and other legal or
regulatory requirements, to oversee the Company’s orientation
program for new Director, to review and monitor the training
and continuous professional development of Directors and
senior management, to develop, review and monitor the code of
conduct and compliance manual (if any) applicable to employees
and Directors, and to review the Company’s disclosure in the
Corporate Governance Report.

During the financial year ended 31 December 2017, the Board
held 1 meeting for reviewing the training and continuous
professional development of the Directors and the Company’s
compliance with the Code for the year ended 31 December
2016 and disclosure in the Corporate Governance Report.

AUDITOR’S REMUNERATION

The responsibility statement of external auditor of the
Company, HLB, about their reporting responsibilities on the
financial statements of the Group is set out in the Independent
Auditors’ Report on pages 67 to 75. During the year, auditor’s
remuneration for audit services was HK$1,160,000 and
non-audit services for review of financial statements for the
six months ended 30 June 2017 was HK$120,000. Save as
disclosed above, there was no other significant non-audit
services assignment undertaken by the external auditor during
the year.
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COMPANY SECRETARY

Mr. TSE Kam Fai, the representative of Uni-1 Corporate Services
Limited, resigned as the named Company Secretary of the
Company on 29 September 2017.

Mr. YUEN Poi Lam William (“Mr. Yuen”), the representative
of Proficient Skill Limited, has been appointed as the named
Company Secretary of the Company since 29 September
2017. His primary corporate contact person at the Company
is Mr. CHEUNG Sing Tai, the chief executive officer of the
Company.

In compliance with Rule 5.15 of the GEM Listing Rules, Mr. Yuen
has taken no less than 15 hours of relevant professional training
during the year ended 31 December 2017.

SHAREHOLDERS' RIGHTS

The general meetings of the Company provide an opportunity
for communications between the shareholders and the Board.
An annual general meeting of the Company shall be held in each
year and at the place as may be determined by the Board. Each
general meeting, other than an annual general meeting, shall be
called an extraordinary general meeting.

SHAREHOLDERS TO CONVENE AN
EXTRAORDINARY GENERAL MEETING

Shareholders may convene an extraordinary general meeting
of the Company according to the provisions as set out in the
Articles and The Companies Law (2013 Revision) of the Cayman
Islands. The procedures shareholders can use to convene an
extraordinary general meeting are set out in the document
entitled “Procedures for a Shareholder to Propose a Person
for Election as a Director”, which is currently available on the
Company’s website.
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SHAREHOLDERS' RIGHTS (Continued)

PUTTING ENQUIRIES BY SHAREHOLDERS TO
THE BOARD

To ensure effective communications between the Board and
the shareholders and the investment community at large, the
Company’s information is communicated to the shareholders
and the investment community mainly through the Company’s
financial reports (quarterly reports, interim reports and annual
reports), and its corporate communications and other corporate
publications on the Company’s website and the Exchange’s
website. Shareholders and the investment community may
at any time make a request for the Company’s information
to the extent such information is publicly available. Any such
questions shall be first directed to the Company Secretary at the
Company’s principal place of business in Hong Kong.

PROCEDURES FOR PUTTING FORWARD
PROPOSALS BY SHAREHOLDERS AT
SHAREHOLDERS’ MEETING

The number of members necessary for a requisition for putting
forward a proposal at a general meeting shall be:

(@ any number of members holding not less than
one-twentieth (5%) of the paid-up capital of the Company
as at the date of the requisition carrying the right of voting
at general meetings of the Company; or

(b)  not less than one hundred members.
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SHAREHOLDERS' RIGHTS (Continued)

PROCEDURES FOR PUTTING FORWARD
PROPOSALS BY SHAREHOLDERS AT
SHAREHOLDERS’ MEETING (Continued)

A copy or copies of requisition signed by all requisitionists shall
be deposited, with a sum reasonably sufficient to meet the
Company’s expenses in giving notice of the proposed resolution
or circulating any necessary statement, at the Company’s
principal place of business in Hong Kong in the case of:—

(i) a requisition requiring notice of a resolution, not less than
six weeks before the meeting; and

(i) any other requisition, not less than one week before the
meeting.

The Company will verify the requisition and upon confirming that
the requisition is proper and in order, the Board will proceed
with the necessary procedures.

CONSTITUTIONAL DOCUMENTS

There is no change in the Company’s constitutional documents
during the year ended 31 December 2017.

COMMUNICATIONS WITH
SHAREHOLDERS AND INVESTORS

The Board recognises the importance of good communications
with all shareholders. The Company’s general meeting is a
valuation forum for the Board to communicate directly with
the shareholders. The Chairman of the Board as well as the
chairman of each of the Audit Committee, the Nomination
Committee and the Remuneration Committee together with the
external auditor are present to answer shareholders’ questions.
The annual report together with annual general meeting circular
is distributed to all the shareholders at least 20 clear business
days before the annual general meeting.
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VOTING BY POLL

Pursuant to Rule 17.47(4) of the GEM Listing Rules, any vote of
shareholders at a general meeting must be taken by poll except
where the chairman, in good faith, decides to allow a resolution
which relates purely to a procedural or administrative matter to
be voted on by a show of hands.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board acknowledges that it is responsible for monitoring the
risk management and internal control systems of the Group on
an ongoing basis and review their effectiveness. Such systems
are designed to manage rather than eliminate the risk of failure
to achieve business objectives, and can only provide reasonable
but not absolute assurance against material misstatement or
loss.

The Board, through the Audit Committee, conducted review
of both design and implementation effectiveness of the risk
management and internal control systems of the Group for the
year ended 31 December 2017, covering all material controls,
including financial, operational and compliance controls, with
a view to ensuring that resources, staff qualifications and
experience, training programmes and budget of the Group’s
accounting, internal audit and financial reporting functions are
adequate. In this respect, the Audit Committee communicates
any material issues to the Board.

During the year ended 31 December 2017, the Group appointed
Baker Tilly Hong Kong Risk Assurance Limited (“Baker Tilly”) to:

° assist in identifying and assessing the risks of the Group
through a series of workshops and interviews; and

° independently perform internal control review and assess
the effectiveness of the Group’s risk management and
internal control systems.
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RISK MANAGEMENT AND INTERNAL
CONTROL (Continued)

The results of the independent review and assessment were
reported to the Audit Committee and the Board. Moreover,
improvements in internal control and risk management
measures as recommended by Baker Tilly to enhance the risk
management and internal control systems of the Group and
mitigate risks of the Group were adopted by the Board. Based
on the findings and recommendations of Baker Tilly as well as
the comments of the Audit Committee, the Board considered
the internal control and risk management systems effective and
adequate.

OUR ENTERPRISE RISK MANAGEMENT
FRAMEWORK

The Company has established its enterprise risk management
framework in 2016. While the Board has the overall
responsibility to ensure that sound and effective internal controls
are maintained, management is responsible for designing and
implementing an internal control system to manage all kinds of
risks facing by the Group.

Through the risk identification and assessment processes, risks
are identified, assessed, prioritized and allocated treatments.
QOur risk management framework follows the COSO Enterprise
Risk Management — Integrated Framework, which allows the
Board and management to manage the risks of the Group
effectively. The Board receives regular reports through the Audit
Committee that oversees risk management and internal audit
functions.
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RISK MANAGEMENT AND INTERNAL
CONTROL (Continued)

OUR RISK CONTROL MECHANISM

The Group adopts a “three lines of defence” corporate
governance structure with operational management and
controls performed by operations management, coupled with
risk management monitoring carried out by the finance and
compliance team and independent internal audit outsourced
to and conducted by Baker Tilly. The Group maintains a risk
register to keep track of all identified major risks of the Group.
The risk register provides the Board, the Audit Committee,
and management with a profile of its major risks and records
management’s action taken to mitigate the relevant risks.
Each risk is evaluated at least annually based on its likelihood
of occurrence and potential impact upon the Group. The
risk register is updated by management as the risk owners
with addition of new risks and/or removal of existing risks, if
applicable, at least annually, after the annual risk evaluation has
been performed. This review process can ensure that the Group
proactively manages the risks faced by it in the sense that all
risk owners have access to the risk register and are aware of
and alert to those risks in their area of responsibility so that they
can take follow-up action in an efficient manner.

QOur risk management activities are performed by management
on an ongoing process. The effectiveness of our risk
management framework will be evaluated at least annually, and
periodic management meeting is held to update the progress
of risk monitoring efforts. Management is committed to ensure
that risk management forms part of the daily business operation
processes in order to align risk management with corporate
goals in an effective manner.

The Company will continue to engage external independent
professionals to review the Group’s system of internal controls
and risk management annually and further enhance the Group’s
internal control and risk management systems as appropriate.
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RISK MANAGEMENT AND INTERNAL
CONTROL (Continued)

OUR RISK CONTROL MECHANISM (Continued)

There is currently no internal audit function within the Group.
The Directors have reviewed the need for an internal audit
function and are of the view that in light of the size, nature and
complexity of the business of the Group, it would be more
cost effective to appoint external independent professionals to
perform internal audit function for the Group in order to meet
its needs. Nevertheless, the Directors will continue to review at
least annually the need for an internal audit function.

HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

The Group regulates the handling and dissemination of inside
information according to the “Guidelines on Disclosure of Inside
Information” published by the Securities and Future Commission
in June 2012 to ensure inside information remains confidential
until the disclosure of such information is appropriately
approved, and the dissemination of such information is efficiently
and consistently made. The Company regularly reminds the
Directors and employees about due compliance with all policies
regarding the inside information. Also, the Company keeps
Directors, senior management and employees appraised of the
latest regulatory updates. The Company shall prepare or update
appropriate guidelines or policies to ensure the compliance with
regulatory requirements.
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Environmental, Social and Governance Report

RE HERERRSE

The Company is pleased to present its Environmental, Social
and Governance (‘ESG”) Report. The content contained herein
focuses on providing an overview of the environmental, social
and governance performance of its major operations in Hong
Kong and the PRC from 1 January 2017 to 31 December 2017.
This also facilitates the Group to conduct thorough performance
review and evaluation to enhance the overall performance
results in the future. The reporting period is consistent with its
financial year.

SCOPE OF THE REPORT

This report has been prepared in accordance with the
“Environmental, Social and Governance Reporting Guide” in
Appendix 20 to the GEM Listing Rules of the Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The report
summarizes our ESG performance of our four major business
units, namely, &M1& #HEHE R A 7] (Guangzhou Nowtop
Technology Company Limited*)(“Guangzhou Nowtop”), & % &7
% B3 R B BR A 7 (Guangdong Bluesea Mobile Development
Ltd. Co.”) (“Bluesea Mobile”), FIIITh Z ¥ 5 i B B 48 © B AR TS
AR 2 7F] (Shenzhen Bees Financial Internet Financial Services
Co. Ltd.") (“Bees Financial”) and the Company, from 1 January
2017 to 31 December 2017.

—

*

for identification purpose only
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Environmental, Social and Governance Report

SECTION A: ENVIRONMENTAL

With growing concern for the climate change in the globe,
we have implemented eco-friendly measures to reduce the
environmental footprint from our business operations. For the
year ended 31 December 2017, there was no material issue of
non-compliance with relevant laws and regulations relating to
the environment.

EMISSIONS

Air emissions, including nitrogen oxides (‘“NOX”), sulphur oxides
(“SOx”), etc., are the key air pollutants in Hong Kong and the
Pearl River Delta. The Group’s business operations do not
involve massive gaseous fuel consumption, so no material air
emission source is identified in the Group’s operations.

Greenhouse Gas Emissions

Greenhouse gases contribute to global warming, which leads
to climate changes and threatens the ecosystem of the whole
world. Acting as a corporate with social responsibility, we see
reducing greenhouse gas emissions as part of our tasks.

Although the Group does not own or control any operation
leading to direct emissions of greenhouse gases, the Group
is involved in some indirect emissions of greenhouse gases
through purchases of electricity, disposals of paper waste and
business air travel by its employees. The total greenhouse gas
emissions of the Group were approximately 7,264 tonnes of
CO, equivalent in the financial year 2017'. The emissions of the
Group were mainly indirect energy emissions, which accounted
for more than 99% of the Group’s total carbon emissions. Our
total greenhouse gas emissions were approximately 10.86
tonnes of CO, equivalent per employee?.

i 0.71 kg per kWh was taken as the emission factor of electricity
supplied in the Mainland.

e Both the Group’s employees and employees employed by our
employment agent were taken into account for calculating per
employee emissions data.
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RE HERERRSE

To reduce our greenhouse gas emissions, we have promoted
efficiency in the usage of resources, including electricity and
paper. Apart from posting some reminders regarding energy
conservation and paper saving, we have also upgraded the
hardware of our office into one with more energy efficient
options, such as the LED lighting.

Guangzhou Nowtop and Bluesea Mobile had relatively higher
energy consumption due to the electricity consumption of
their Internet Data Centers (“IDCs”). Yet, we have invested in
several energy-efficient facilities, aiming to reduce the electricity
consumption in the IDCs, and thus the emissions of greenhouse
gases.

Environmental Investment in IDCs

The Group owns two IDCs in Guangzhou. To reduce the
electricity consumption of the IDCs, the Group invested in
several energy-efficient facilities, believing that it is not only
investing for business purpose, but also investing for a better
environment in the future. Those energy-efficient facilities
included an air-conditioning system, which could automatically
adjust its speed according to the room temperature, and
save over 15% of energy when comparing to the traditional
air-conditioning system. A cooling tower with an efficient water
pump for cooling hot computer components was also installed.
Alike the air-conditioning system, the cooling tower could also
automatically adjust its speed according to its usage. The
commencement of usage of those facilities in February 2017
was a milestone of our energy-saving efforts.

Looking ahead, we expect the several energy-efficient
facilities commence to help continue reducing our electricity
consumption. With our efforts in promoting environmental
protection awareness among employees, the paper wastes
disposed as well as our total greenhouse gas emissions are
both expected to reduce in the coming years.
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Waste Management

The principal operating activities of the Group include provision
of telecommunication products and services as well as Internet
finance platform services. The business operations of the Group
produce no hazardous waste, e.g. chemical wastes, clinical
wastes and hazardous chemicals.

On the other hand, the Group promotes repairs and
maintenance for reducing non-hazardous waste. With
decreasing availability of suitable land for landfill and increasing
environmental impacts of waste disposal, waste reduction
has always been one of the objectives of the Group. The only
output of our non-hazardous waste in the financial year 2017
was mainly paper waste, which amounted to approximately
1,400 kg. With a total of 669 employees®, the paper waste
produced by each of our employees was approximately 2.1 kg
during the year. We encouraged double-sided printing, and so,
single-side-printed paper was collected for re-use. With our
waste reduction efforts, we are confident to reduce our paper
waste in the coming years.

USE OF RESOURCES

The Group is committed to becoming a resource-saving and
environment-friendly enterprise to promote environmental
protection.

Energy Consumption*

The total energy consumption for the financial year 2017 was
10,182 MWh. The electricity consumed by the Group was the
largest contributor to the greenhouse gas footprint, compared
to other energy consumption. To reduce the Group’s carbon
and energy footprints, the Group has posted some energy
conservation reminders in place, and continued to upgrade the
office hardware into one with more energy efficient options.

e Data included both the Group’s employees and employees
employed by its employment agent.

s Both the Group’s employees and employees employed by its
employment agent were taken into account for calculating the
electricity consumption data per employee.
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RE HERERRSE

The reason for relatively higher energy consumption of
Guangzhou Nowtop and Bluesea Mobile were due to the
electricity consumption of their IDCs. Measures have been taken
to reduce electricity consumption of the IDCs as stated in the
chapter “Environmental Investment in IDCs” above.

Paper Usage

Efficiency in usage of paper has been promoted and
communicated to our staff. We encourage using electronic
documents to replace paper-form hardcopies, and printing with
double-sided paper. The used single-sided paper is collected for
reuse. By these measures, the paper usage was approximately
1,400 kg in 2017, and we are confident to reduce the figure in
the coming years.

Water Consumption & Packaging Materials

As the Group’s operations mainly focus on providing services,
both water consumption and packaging material consumption
of the Group are not seen as having material impacts on the
environment.

The Environment and Natural Resources

The Group believes that corporate development should not
come at the expense of the environment. Therefore, we have
been adopting environmental friendly practice in various
aspects. For example, we invested in several energy-efficient
facilities in our IDCs, and have been adopting paperless working
environment to reduce unnecessary paper wastage.
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SECTION B: SOCIAL - EMPLOYMENT AND
LABOUR PRACTICES

EMPLOYMENT

Our staff are always treasured as the most valuable assets
to the Group, helping to contribute to our success, since our
staff help serve our customers, contribute innovative ideas and
bring the Group to a new level of achievement. Without their
continued commitment and contribution, the Group would not
be able to achieve our corporate goals.

Our Employees

Our headcounts consisted of 209 staff as at 31 December
2017, with approximately 40% of them being female and 60%
of them being male. We had also 460 staff who were employed
by an employment agent and involved in our daily operations.
The Group believes that maintaining a diverse and inclusive
workforce with due respect given to its employees is so critical
to running a sustainable and successful business.

Employment by Gender in 2017
TE-LFRMBEDNERBER

B Male 5

Female 2%

We treasure every employee and we work together as a team.
Due to acquisition and disposal of subsidiaries during the
period, the employee turnover rate may not be a good indicator
to reflect our ability to retain talents. From time to time, we hold
team-building activities and even company trips in order to
maintain close relationship with our employees so that we work
closely as a family. With our consistent efforts in retaining our
talented staff, we are confident that we are able to maintain our
team.
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RE HERERRSE

Employee Benefits

The Group offers a comprehensive employee benefits package
for all its dedicated, talented staff. Staff are compensated
fairly according to their contributions, with reference to the
market practice. Year-end double pay, bonuses and share
options are also provided according to the employee’s and
the Group’s performance. Staff's performance is reviewed and
assessed annually. In this respect, a transparent mechanism
takes into account various factors, including but not limited to,
employees’ attendance performance, capability, attitude, team
spirit, communication skills and contributions to the Group, for
incentives of salary increase and promotion.

In addition, we contribute to the Mandatory Provident Fund,
employees’ compensation insurance and the Mainland
employees’ social insurance and housing funds with reference
to the Employment Ordinance of Hong Kong and the Labour
Law of the People’s Republic of China.

Harmonious Workspace

The Group strives for building a harmonious and inclusive
working environment, free from any harassment and
discrimination. The Group respects human rights, providing
equal opportunities for its staff, regardless of their age, race,
gender, national origin, religion, physical condition, medical
condition, marital status and/or sexual orientation. The Group’s
equal opportunity policy is applicable towards its recruitment,
training and development, recognition and reward, and
termination and dismissal.

In case any staff member feels that he/she has been sexually
harassed or discriminated, he/she should immediately inform
the Administration Manager for investigation and follow-up. If
necessary, the Group would set up an investigation committee
which directly reports to the Board.
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Work-life Balance of Employees

The Group understands that taking a break by its staff from time
to time is necessary for accomplishing the long-term goals of
the Group, and so, it strives to strike a proper work-life balance
of its employees, providing them from 7 to 20 days of annual
leave, and 5 days’ work per week with seven and a half working
hours per day. Overtime compensation would be 1.5 to 2 times
of the staff’'s basic salary. Employees are also entitled special
leaves to meet their families’ needs, such as marriage leave,
funeral leave and maternity leave, etc.

HEALTH AND SAFETY

The Group is committed to providing a safe working environment
for its employees. The Group aims not only to meet the
minimum occupational health and safety standards required by
law, but to exceed them. The department heads are responsible
for ensuring that appropriate policies, procedures and safeguard
measures are put in practice. If employees feel uncomfortable
with a certain task assigned, he/she should inform the
department heads for help. For any injuries, the department
heads are responsible for providing aids immediately, and
investigating the cases.

The Group purchases medical insurances for all its staff against
any clinical, dental, hospital and surgery costs. The labour
insurance and housing provident fund are closely monitored
and adjusted according to the headcounts. In the light of these
practices, no death or permanent disability case was noted
during 2017, and no lost day of work due to work injury was
noted.

DEVELOPMENT AND TRAINING

The Group provided a wide variety of training to its staff to
encourage positive behaviour of the employees, and to equip
employees with the work-related skills. In 2017, the Group
provided approximately 350 hours of training to its employees,
including induction training and technical skills training. The
Group encourages all its employees to continue learning in order
to promote their career growth and development. Employees
joining external vocational training are subsidized by the Group.
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Environmental, Social and Governance Report

B HERERBRE

LABOUR STANDARDS

Respecting human rights has been an integral part of the
Group’s approach to sustainability. The Group fully complies
with labour laws and other relevant legislation that prohibit
child labour and forced labour. The Group does not employ
any person below the age of eighteen at its workplace. Any
violence, with the purpose of deliberately causing difficulties,
threats and/or corporal punishment, forcing employees to work
is prohibited. The Group strives to ensure that no employee is
forced to work against his/her will, or work as forced labour, or
be made subject to corporal punishment or coercion of any type
relating to work.

For the year ended 31 December 2017, there was no material
non-compliance with applicable laws and regulations in relation
to labour standards.

Communication with Employees

The Group strives to create an open environment in which
staff are able to speak up with ideas and issues. Employees
are welcome to provide comments and feedback directly to
their supervisors, department heads or the administration
department. Meetings are held for management to update the
employees with the Group’s news. Employees are welcome
to freely express their opinion in the meetings. In case of
any complaint received from employees, an independent
investigation and the appropriate follow-up actions would be
taken, if necessary. Through both top-down and bottom-up
communication, the Group is confident that harmonious
relationship with its employees is achieved.
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Environmental, Social and Governance Report

SECTION B: SOCIAL — OPERATING
PRACTICES

SUPPLY CHAIN MANAGEMENT

The Group recognizes that proper management of its supply
chain could bring positive impacts to the social environment.
The Group implements rigorous management of its suppliers.
In this regard, a list of approved suppliers has been established
and reviewed regularly. The financial and operational background
(including recognized qualifications and licenses, etc.) of the
suppliers, price level, and terms and conditions of supply are all
taken into consideration.

The suppliers are encouraged to demonstrate their corporate
social responsibilities by complying with corporate social
responsibility codes as well as business ethics, with respect
to workplace operations, marketing activities, social contacts
and environmental responsibilities. High standards of morality
which include prohibition of provision and acceptance of
bribes and/or other unfair benefits are adopted by the Group.
Information of business activities, business structure, financial
status and financial performance, etc. should be disclosed only
in accordance with applicable laws and regulations.

PRODUCT RESPONSIBILITY

The Group is committed to providing services with high
standards of quality and reliability, as well as protecting the
personal information of its customers. Employees are required
to sign the non-disclosure agreement when they join the
Group to ensure proper maintenance of confidentiality of the
Group’s business strategies and protect customers’ data
privacy. Directors and staff should avoid any conflicts of interest
situation, at which their private interest conflicts with the Group’s
interest. Staff are required to make declaration through reporting
to management, declaring that they uphold the Group’s interest
without being influenced by their private interest, when any
actual or potential conflicts of interest arise.
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RE HERERRSE

In addition, the customer service department operates with 24
hours for 7 days per week to handle customers’ complaints
and enquiries. Various channels have been set up for customers
to express their comments and recommendations, such as
customer service hotline, email and social networking tools. We
strive to improve our quality of products and services by taking
into consideration every comment or feedback received from
customers.

For the year ended 31 December 2017, there was no material
non-compliance with applicable laws and regulations relating to
product responsibility.

ANTI-CORRUPTION

To promote good and ethical business culture, we have
established the Code of Conduct (“CoC”) for circulation among
all our employees. Our CoC is in line with the anti-corruption
policy published by Hong Kong Independent Commission
Against Corruption and the Prevention of Bribery Ordinance
(Cap. 201 of HKSAR Law). Our employees are required to
comply strictly with applicable laws relating to the above acts.
We prohibit all forms of bribery and corruption. Employees
should not solicit or accept any advantage for themselves.
Except for some promotional gifts or souvenirs, as well as
gifts given on the occasion of festivals with a maximum limit of
HK$500 in value which can be accepted by our employees,
however, they should still need to report the case on a standard
form to the Group and seek direction of how to handle the gifts
Or Souvenirs.

For the year ended 31 December 2017, there was no concluded
legal case regarding corrupt practices brought against the
Group or its employees.

Neo Telemedia Limited P EFEEEEEFIR A A

Lo BAREBIR 5 B BT R B R24/ N EE
NEBEPERFARER - RMASKLZER
BREPREERVNRHHEEER WEF
MG 2R EBREREETE - HAIHIR
EREREPHNEBHEAXRBRAERR
RBEER-

BE-T—tE+-A=t—BLEE #
FRETETESE CRBEAERERD

B

RESS
BRTRERFIREBERNARL HMAS
HETRTA(TATADHZ2ERERESE
B-BZMNTATUANEGEERRAZEEM
By I B IR KB LE B R B (& B 5 BT
BEABIZF201E) - BB M ARKE TR L
AITRAEBMBERAE ZAZLETFAERA
MEERkES - BETSRAESGMNEREX
BEXEAEE - EARNERESYRL M
AR R 8 8D B W B & = B (B T 8
50078 L VB WIBR S - T 18 AL 8 % b F AR
REABREAERASE SKEBFNMNEE
YL mIIETR

BE-_T—+tF+-A=-+—BLFE §
mT A EEREESIRENESTEM
B SE A A R R -



Environmental, Social and Governance Report

SECTION B: SOCIAL — COMMUNITY

COMMUNITY INVESTMENT

The Group has demonstrated a strong commitment to the
community by actively promoting the social development in
internet science and technology innovation. In the view of this,
the Group participates, and encourages the participation of its
employees, in various charitable activities. In 2017, the Group’s
contribution to public charities was approximately HK$24,000.
There were 18 employees who participated in such charitable
activities for a total of 342 hours.

Care children with inherited heart disease

There are some families in the Mainland China with their children
suffering from inherited heart disease; however, their families
cannot afford the expensive medical fees. We actively participate
in the fundraising event held by the China Star Light Charity
Fund Association, not only donating for the children’s surgeries,
but also visiting their families to show support and help better
plan the future fundraising events. We hope all children with
inherited heart disease can receive medical treatment in a timely
manner, and get well soon.

Support the recovery of the disabled

We care about the disadvantaged groups in the society. We
have been sponsoring the physiotherapy services provided by
the Rehabaid Society to the disabled for two years. We hope
to help facilitate the recovery of the disabled. Moreover, giving
the disadvantaged groups a helping hand can not only help
enhance their emotional health, but makes it easier for them to
integrate themselves into the society.
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RE HERERRSE

Support poverty alleviation

In September, we visited a village in Zhaoqging to deliver food
and materials. Due to traffic inconvenience, the village has been
suffering from poverty. We encouraged the villagers to continue
working in anticipation of better quality of life and discussed
the possible ways to achieve poverty alleviation with them. We
understand that poverty alleviation is a long way to go, and
what we can help is limited. However, many little drops make an
ocean, and so, we believe poverty alleviation could be achieved
sometime in the future.

Spread joy to the homeless

At the Mid-Autumn Festival, when most people were sharing
their joy with their beloved ones, there were still some homeless
not enjoying the festival. We spent a whole night at the
Mid-Autumn Festival with the homeless in Hong Kong, sharing
food and chatting with them. We learnt that it could be easy to
bring joy to the others, with only a little time, a friendly smile and
a word of sincere bliss.

Appreciating the helping hands

We held an appreciation ceremony with Pong Wing Shiu
Neighbourhood Elderly Centre of Tung Wah Group of Hospitals
to appreciate the efforts made by the volunteers over the year.
The appreciated volunteers were over 65 years old on average;
however, they still engaged themselves actively in serving the
community. It is more blessed to give than to receive. We learn
from those volunteers and continue serving the community.

REGULATORY COMPLIANCE

The Group was not aware of any non-compliance with laws and
regulations that has a significant impact on the Group relating
to emissions, employment, health and safety, labour standards,
product responsibility and anti-corruption during the reporting
period.
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Independent Auditors’ Report

HLB

TO THE SHAREHOLDERS OF NEO TELEMEDIA LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Neo Telemedia Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 76 to
238, which comprise the consolidated statement of financial
position as at 31 December 2017, and the consolidated
statement of profit or loss and other comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a
summary of significant accounting policies.

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

BB RS (4F)

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 Auditors’ 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.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, 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.
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Independent Auditors’” Report (Continued)

KEY AUDIT MATTERS (Continued)

BB (&)

AT EIE (|

Key audit matter

MEETER

How our audit addressed the key audit matter

BN ES O MEERREETSR

Impairment assessments on goodwill and intangible assets

BEREREE ZRE A

Refer to notes 3, 21 and 22 to the consolidated financial statements.

2GR EVBERERWFES 21 %22 -

The Group has goodwill and intangible assets with
carrying amounts of approximately HK$195,139,000
and HK$292,059,000 respectively which are
allocated to the cash-generating-units of sale of
telecommunication products and services and internet
finance platform (“CGUs”) as at 31 December 2017.
Management performed impairment assessment
of CGUs and concluded that no impairment on the
goodwill and intangible assets is necessary to provide.
This conclusion was based on value-in-use model that
required management judgment with respect to the
discount rate and underlying cash flows, in particular
future revenue growth and capital expenditure.
Independent external valuation reports were obtained
in order to support management’s estimates.
F:%_t$+—ﬁ_+—5 EEBOBEEH
EEEEMIRBEALEREcRTAERB RS
EXBM([BeELEEN]) cHEREREENR
T 18 5 Bl 49 4195,139,000/% 7T }292,059,000/%; 7T, ©
ERECHRSESEMETRENGIRREEA
HEBREBEEETRBERE  LEwmDENEA
BERAEL ZEAFTETEEMRITR X RAHER
SRELHE CERARBRERREARAL B
XIHERE 2 MAE BB E IR A ERE

Our procedures in relation to the management’s
impairment assessment included:

B EREERENEETZIRFRE:

° Evaluating the independent external valuer’s
competence, capabilities and objectivity;
o FHMEBIIMNBEERD 2 BSEM e h REHIM

o Assessing the methodologies used and the
appropriateness of the key assumptions based
on our knowledge of the relevant industry and
using our valuation experts;

e  EHRBMEMBITRZRBERBARMNMGEE
ERAEAERAZ A EREERR 2B

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

e RERMUEBBEBRITEZABFTEIER
—;-L =] TAIE &

° Checking, on sampling basis, the accounting
and relevance of the input data used.
o HEREMBBABBZSTRENEREM-

We found the key assumptions were supported by the
available evidence.
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Independent Auditors’ Report (Continued)

BB RS (4F)

KEY AUDIT MATTERS (Continued)
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Key audit matter
ERETSEE

How our audit addressed the key audit matter

EMNES O NEERREETSER

Impairment assessments on trade and other receivables

85 K H At B WRKOR 2 R B RE (G

Refer to note 3, 26 and 27 to the consolidated financial statements.

2R A MR MI LS 2627 -

The Group has trade receivables, other
receivables of approximately HK$725,354,000,
and HK$293,783,000, respectively. Management
judgement is required in assessing and determining
the recoverability of trade and other receivables and
adequacy of allowance made.
EEECESREERLEMERZIED LA
725,354,000/ 7T %293,783,000/ Lo i R E E &
5 R B A FE W RIE 2 AT B LA R PR e 2 R %9
MEEEEE L -

The judgement mainly includes estimating and
evaluating expected future receipts from customers
based on past payment trend, age of the debtors,
knowledge of the customers’ businesses and financial
condition.
HETFTZEERBEEENRNBY BEXER HEF
EBRRMBIRA THREFARAHRERRKREER
W HR 2 FRIE »

Our procedures in relation to the management’s
impairment assessment on trade and other receivables
included:

Bt B2 B H 8 5 N H i JE Y kI8 LA K R W & 5K
WERAETZETFEHE:

o Discussing the Group’s procedures on credit
limits and periods given to customers with the
management;

e HEREN®
B2

ERBRTEFPEELREE

° Evaluating the management’s impairment
assessment on trade and other receivables;
o THERENESREMEKEEZRETE:
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Independent Auditors’” Report (Continued)

KEY AUDIT MATTERS (Continued)

B ZBEHRE (&)

AT EIE (|

Key audit matter
BRETSEE

How our audit addressed the key audit matter

BN ES O MEERREETSR

o Assessing, validating and discussing with the
management and evaluating their assessment
on the recoverability of the outstanding debts
and the adequacy of allowance made based
on the trade and other receivables ageing
analysis, collections subsequent to the end of
the reporting period, past collection history and
trend analysis and knowledge of the businesses,
with focus on long outstanding debts and debts
which are past due but not impaired; and

e REZEHINAMEBRFAZERDT NIE
HEREZWHRER BEWREL B S
MUARHER (CETERAREEEBERE
BEERREER) 2 TR RELEE
BREHw AT EREHRERER 2T E MY
R ZAHERIEREBERERR &

o Checking on a sample basis, the accuracy
and relevance of information included in the
impairment assessment of trade and other
receivables.

s  HBREEZIREMEVRGIERETEPAH
B R 1 R AR

We consider the management conclusion to be
consistent with the available information.
BMRAREIRE 2 #mEPTS AR -
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Independent Auditors’ Report (Continued)

BB RS (4F)

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 auditors’ report
thereon. (“Other Information”).

QOur 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 THE DIRECTORS
OF THE COMPANY AND THE AUDIT
COMMITTEE 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
the consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

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

The Audit Committee is responsible for overseeing the Group’s
financial reporting process.
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Independent Auditors’” Report (Continued)

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 auditors’ report that includes our opinion. We
report our opinion solely to you, as a body, 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 judgment and maintain professional skepticism
throughout the audit. We also:

° 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.

° 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.

° 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 Auditors’ Report (Continued)

BB RS (4F)

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

We also provide Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.

Neo Telemedia Limited P EFEEEEEFIR A A
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Independent Auditors’” Report (Continued)

From the matters communicated with Audit Committee, we
determine those matters that were of most significance in the
audit of the consolidated financial statements of the current
period and are therefore the Key Audit Matters. We describe
these matters in our auditors’ 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 director on the audit resulting in this
independent auditors’ report is Shek Lui.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Shek Lui

Practising Certificate Number: P05895

Hong Kong, 27 March 2018
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GERmkEtEERER

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

2017 2016
—E—tF —T—RK
Notes HK$’000 HK$'000
P &E FET FHET
Turnover = 7 1,214,772 2,513,845
Cost of sales $HE AR (981,079) (2,290,382)
Gross profit EF 233,693 223,463
Other income and gains E A Ug A R de 2k 8 28,876 19,873
Gain on disposal of subsidiaries HEME ARz W 38 8,960 143,229
Changes in fair value of contingent ERZAREBE2ZATE
consideration payable EHE) 37(c) (5,650) (6,029)
Selling and marketing costs SHE RS HEEX A (29,631) (15,540)
Administrative and other expenses TR R EAME A (161,271) (108,874)
Impairment loss recognised HE S EYRRER 2
in respect of trade receivables BEEE 26 (3,260) =
Impairment loss recognised HELEBRERZ
in respect of promissory note B E 1B 24 - (22,800)
Share of results of joint venture BIEEEREEE 20 (108) =
Finance costs B & AR 10 (3,884) (10,356)
Profit before tax B B¢ A 3% A 12 67,727 222,966
Income tax expense Fristif 11 (14,667) (20,779)
Profit for the year FREF 53,060 202,187
Other comprehensive income/(loss) FREMEHE
for the year, net of tax Wi (F58E)
(fRrBiE)
Items that may be reclassified HAEREEFH 7 HE
subsequently to profit or loss: BmoEE :
Exchange differences arising FHRNEECZEREZRE
during the year 69,544 (89,599)
Reclassification adjustment relating to & A4 B8 H & /84N
disposal of foreign operations during ~ ¥ 2 EFH DA
the year P (2,275) (2,3593)
Reclassification adjustment relating to 4 A A BIEUH & 52
deregistration of foreign branch BN RE B
during the year DR = (109)
67,269 (42,057)
Total comprehensive income FAEZEBALLE
for the year 120,329 160,130
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Consolidated Statement of Profit or Loss and Other Comprehensive Income (Continued)

GERmkEtEERER (F)

For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

2017 2016
—E—+tF ZE—RF
Notes HK$’000 HK$'000
B 5 FTEx FAET
Profit for the year MTATEEERER:
attributable to:
Owners of the Company VN/NEIE ZEWN 40,905 192,009
Non-controlling interests EE 12,155 10,178
53,060 202,187
Total comprehensive income DT ALTHEMN
attributable to: 2HENSAERE:
Owners of the Company VIN/NEIE ZEDN 101,657 152,333
Non-controlling interests JEER S 18,672 7,797
120,329 160,130
HK Cents HK Cents
AL &L
Earnings per share BREF 13
Basic HAK 0.43 2.02
Diluted g 0.43 2.01
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Consolidated Statement of Financial Position

wrE MBI R

As at 31 December 2017 R-FE—+#E+=-H=+—H

2017 2016
—2—+tF ZE-RF
Notes HK$’000 HK$'000
B 5 FTEx FHET
Non-current Assets FRBEE
Property, plant and equipment W BE R 17 593,000 414,662
Prepaid lease payments FEAERIA 18 42,129 =
Interests in an associate R—EBERRZER 19 - =
Interests in a joint venture R—EEE R R 20 469 =
Goodwill e 21 195,139 195,139
Intangible assets mEE 22 292,059 317,058
Note receivable JE W R 15 24 67,692 -
1,190,488 926,859
Current Assets REEE
Inventories FE 25 8,124 26,033
Trade receivables B 5 BR 26 725,354 192,956
Prepayments, deposits and other AR ke R EA
receivables JE W R IR 27 357,161 239,239
Promissory note R E 24 - 65,200
Loan receivables B E R 28 - 165,000
Financial assets at fair value BRAFEFABZREZ
through profit or loss SREE 29 59,900 48,631
Cash and cash equivalents e hBEeEEY 30 164,437 188,882
1,314,976 925,941
Current Liabilities REEE
Trade payables H 5 ENERR 31 537,769 30,353
Other payables and accruals L Ath FE 1 5RIB I FEET IR 32 38,770 59,101
Receipt in advances TEUER 10,216 2,029
Bank borrowings RITIER 33 119,800 55,897
Contingent consideration payable FERT S ARAE 37(c) 30,000 20,000
Tax liabilities MIBEE 56,337 39,613
792,892 206,993
Net Current Assets REBEEFRE 522,084 718,948
Total Assets less Current Liabilities #2EERABER 1,712,572 1,645,807
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Consolidated Statement of Financial Position (Continued)

e MBI R (F)

As at 31 December 2017 R-E—+#E+=-H=+—H

2017 2016
—E—+F —E—REF
Notes HK$’000 HK$’000
P EE FE T FET
Non-current Liabilities FERBEE
Contingent consideration payable FEAT s ARAE 37(c) = 24,350
Deferred tax liabilities RERIE B E 34 65,830 73,950
65,830 98,300
Net Assets EEFE 1,646,742 1,547,507
Capital and Reserves BEXR#E
Share capital N 35 952,884 952,884
Reserves s 557,571 489,522
Equity attributable to owners of RATEB AELER
the Company 1,510,455 1,442,406
Non-controlling interests FEIE e 136,287 105,101
Total Equity RSB 1,646,742 1,547,507

EMBERRNR_F-NF=A=-1++tHE
FEMEREETNE YHTIEFEKRK
&

The consolidated financial statements were approved and
authorised for issue by the board of directors on 27 March 2018
and signed on its behalf by:

A

L

CHEUNG Sing Tai ZHANG Xinyu
RER BRI F
Director Director

EE EE
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Consolidated Statement of Changes in Equity

mAEmBER

For the year ended 31 December 2017 g E —E—+E+ = H=+—HIFFF

Attributable to owners of the Company

KAAREARE
Share  Convertible Non-
Share Share options notes  Translation Statutory  Accumulated controlling
capital premium reserve reserve reserve reserve losses Sub-total interests Total
TERER
e RBER  BREGE i BEGE EERE RithA Mt FERER @it
HK§'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
T T T T T i Fhr it i T
Notg)
(M)
At 1 January 2016 W=%-7"5-A-H 952,884 1,832,493 15,040 7,131 5,711) 7,375 (1,519,139 1,290,073 28,787 1,318,860
Profit for the year EREF - - - - - - 192,009 192,009 10,178 202,187
Other comprehensive (loss)income ~ H462 (F8) /KA
ltems that may be reclassified BRI BN E 2B B
Subsequently to profit or loss:
Exchange difierence on translation ~ RREGNEBELZELEE
of foreign operations - - - - (37,218 - - (87,218 (2,381) (39,599
Redlassfication adjusiment relatng ~~ ERABLEFNER L ENHEAZ
to disposal of foreign operations (Hix£38(c) B(d)
during the year (Note 38(c) and (d)) - - - - (2,353) - - (2,353) - (2,358
Reclassification adjustment relating ~ #RERIVERRBIHRALZ
to deregistration of foreign branch gL
during the year = = S = (105) = = (105) = (105)
Total comprehensive (oss)income £ RZE (FiE) /WALE
for the year - - - - (39,676) - 192,009 162,333 7197 160,130
Disposal of subsidiaries (Note 38(c) &M A 7] (Hii38(c)) - - - - - - - - 4,155 4,155
Early redemption of convertible notes R FHE T RRERS - - - (713 - - 3 S = S
Release of reserve upon maturity RTERERESERRER
of convertible notes - - - (6,418) - - 6,418 - - -
Capital contrioution by non-controling  SEFEMR R 71 &
interests - - - - - - - - 4,149 4149
Non-controling interests arising from ~ JRBEFI B 24 A1 & 2 SE 1 g 2
acquisition of a subsidiary (H&37(c))
(Note 37(c)) - - - - - - - - 60,213 60,213
At 31 December 2016 RZF-~E+ZA=t-A 952,884 1,832,493 15,040 - (45,387) 7375 (1,319,999 1,442,406 105,101 1,547,507
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2017

(Continued)
GEEEZEHR (F)

BE-F—tF+-AS+—AIFE

Attributable to owners of the Company

KATREARE
Share  Convertible Non-
Share Share options notes  Translation Statutory  Accumulated controlling
capital premium reserve reserve reserve reserve losses Sub-total interests Total
TRREE
e RBER  BREGE 1 BEGE EERE RithA Mt FERER @it
HK§'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§ 000
T TR T T TiEn Tin FiEn TEx Tax TEx
Notg)
(H3E)
At 1 January 2017 w=%-+5-A-H 952,884 1,832,493 15,040 - (45,387) 7375 (1,319,999 1,442,406 105,101 1,547,507
Profit for the year EREF = S o S S = 40,905 40,905 12,155 53,060
Other comprehensive (loss)income ~ H462 (B8) /KA
ltems that may be reclassified EETBH R EREA
Subsequently to profit or foss:
Exchange difference on tranglation ~ RBEENEBELZELES
of foreign operations - - - - 63,027 - - 63,027 6,517 69,544
Reclassification adjustment relating ~ FABHELESHER 2 BN BAR
to disposal of forelgn operations (F3£38(@) R(o)
during the year (Note 38(a) and (o)) - - - - (2,275) - - (2,215) - (2,215)
Total comprehensive oss)income  FR27E (B18) /RABE
for the year - - - - 60,752 - 40,905 101,657 18,672 120,329
Transfer to reserve BREERER - - - - - 863 (863) - - -
Disposal of subsidiaries HERBAR (MiE380) k(b))
Note 38(a) and (5)) - - . - - . - - (5491) (5.491)
Capital contrioution by non-controling 3R i# %5 2 £ &
interests = = = = = = = = 22,191 22,191
Release of reserve upon disposal of I EMBARREREE
subsidiaries - - - - - (6,345) 6,345 - - -
Final dividend for 2016 —E-NERERE > (36,210) = S S = = (36,210) - (36,210)
Acqisition of non-controling interests  MREE3E 2B (FH3E37(b))
(Note 37(b)) = - - - - - 2,602 2,602 (4,186) (1,584)
At 31 December 2017 R=F-+tF+-A=1-R 952,884 1,796,283 15,040 - 15,365 1,893 (1271,010) 1,510,455 136,287 1,646,742
Note: B 5 -

According to the relevant rules and regulations in the People’s Republic
of China (“PRC”), subsidiaries of the Company established in the
PRC are required to transfer 10% of their net profit, as determined in
accordance with the PRC accounting standards and regulations, to the
statutory surplus reserve until the balance of the reserve reaches 50% of
their respective registered capital. The transfer to this reserve must be
made before distribution of dividends to owners of these subsidiaries.
Statutory surplus reserve can be used to set off previous years’ losses,
if any, and may be converted into capital in proportion to existing
equity owners’ equity percentage, provided that the balance after such
issuance is not less than 25% of their registered capital.

RFPEARKME ([HEDBBEG FOER
ARARRAPBERI 2B AR AEREMN 2
10% (RIBEETESFEARREMETE) EE
ERGHE EERRHBIEREREEE 2EM
EAR250% - BREZFHE VAR RZ SN B F
ZHEAAD KB SAEL X RMRFE R AEE
HEATFEZEBER(WAE) YA RABERER
AZES BB BB EBRBITR 2R
PSEREZMER225% °
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Consolidated Statement of Cash Flows

RERERER

For the year ended 31 December 2017

HE=F—rF = A=+ —ALFE

Year ended Year ended
31 December 31 December
2017 2016
HE-Z-—t% ®HE_ZT—~%¥
+=A=+-B +=-A=1+—A8
EEE FFE
HK$’000 HK$'000
FTER FET
Operating activities REETR
Profit before tax B 5% B4 M) 67,727 222,966
Adjustments for: HEIER :
Finance costs EEVDN 3,884 10,356
Interest income KA (13,183) 4,112)
Depreciation of property, plant and equipment ME- -BERIETE 20,184 6,177
Amortisation of intangible assets B EEHH 36,188 35,970
Amortisation of prepaid lease payments FBRAEERIEES 616 =
Gain on disposal of subsidiaries HEHB R F 2 W (8,960) (143,229
Loss on early redemption of convertible notes REBLABRERREEZEE - 54
Gain on deregistration of a branch e NGl e = (1,277)
Changes in fair value of contingent ERSAREB LI RATEE
consideration payable 5,650 6,029
Impairment loss recognised in respect of RERARERRAZHERBRE
promissory note - 22,800
Impairment loss recognised in respect of HEBEWESER Y
trade receivables NERELSE 3,260 _
Share of results of joint venture AR E 106 =
Operating cash flows before movements EEESEBZ
in working capital RERERE 115,472 155,734
Increase in financial assets at fair value through BAFEFABEREZ
profit or loss TR EEEN (7,077) (50,277)
Increase in trade receivables B 5 R FKIE N (520,044) (76,051)
Decrease/(increase) in prepayments, deposits and BRRE - ZE REM
other receivables FENRIER L,/ ($Eh0) 82,535 (81,385)
Decrease/(increase) in inventories BERD,/ (M) 18,263 (1,250)
Increase/(decrease) in trade payables B HEMERZEM (RL) 502,192 (25,814)
Decrease in other payables and accruals B A< R IE K B RT FRIE R (19,425) (49,152)
Increase/(decrease) in receipt in advances FBUBR IR 0, R D) 7,572 (6,659)
Cash generated from/(used in) operations REEEREE/ (AR 179,488 (134,854)
Income tax paid BRAEH (8,854) (4,207)
Net cash generated from/(used in) REERMEL/ (FA)
operating activities B&3HE 170,634 (139,061)
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Consolidated Statement of Cosh Flows (Continued)

For the year ended 31 December 2017 EZ —=F

fﬁﬁ_’uuz% (%)

—tFF=A=1—HIEFE

Year ended Year ended
31 December 31 December
2017 2016
HE-ZE—t& BHE-Z— ¥
t=A=+-B +=-A=1+—A8
EEE LFE
HK$’000 HK$'000
FTER FET
Investing activities REEH
Acquisition of a subsidiary (net of cash WiE—FMB AR (LK
and cash equivalent acquired) P i ﬁ%i@%&fﬁAwfﬁ ) (1,379) (124,363)
Acquisition of non-controlling interests WiiE e iR i (1,584) =
Investment in a joint venture R—BeErEIZRE (575) =
Disposal of subsidiaries (net of cash HEWBAR (EHBRALE
and cash equivalent disposed) RekReEEY) 1,081 57,285
Deregistration of a branch (net of BUEBE R —HEH AR (K
cash and cash equivalent disposed of) FrHERERREEFEY) - (1)
Settlement of contingent consideration payable BEEMNIARE (20,000) =
Purchase of property, plant and equipment BEWE BEESHE (160,326) (404,878)
Purchase of prepaid lease payment BEEMNEENEA (41,099) =
Purchase of intangible assets BEEVEE = (110)
Advances of loans BERERK (314,224) (165,000)
Repayment of loan advanced W BB E R 302,265 =
Interest received B B 147 2,012
Net cash used in investing activities REZBMARSFE (235,694) (635,065)
Financing activities MEED
Bank borrowings raised S8 VIRTIER 152,780 57,790
Repayment of bank borrowings T,a BRITER (96,390) (25,428)
Capital contribution from non-controlling interests FEEER 2 TE 13,169 4,149
Repayment of convertible notes after maturity MR EETRRRE - (144,000)
Early redemption of convertible notes REBOTBREE - (16,000)
Interest paid EAFE (3,884) (7,774)
Dividend paid BEfRRE (36,210) =
Net cash generated from/(used in) MEFEEE (FFA)Z
financing activities ReFE 29,465 (131,263)
Net decrease in cash ReRESEENRHD
and cash equivalents FE (35,595) (905,389)
Cash and cash equivalents FENRERRSEEY
at the beginning of the year 188,882 1,111,947
Effect of foreign exchanges rate changes EXEHTE 11,150 (17,676)
Cash and cash equivalents at end of the year FRESRBREZEEY 164,437 188,882
Analysis of balances of cash FRESRBESSENER
and cash equivalents at the end of the year bk
Bank balances and cash BITEREIES 164,437 188,882
164,437 188,882
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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

CORPORATE AND GROUP
INFORMATION

Neo Telemedia Limited (the “Company”) is incorporated in
the Cayman Islands as an exempted company with limited
liability and its shares are listed on the GEM of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The address of the registered office of the Company
is located at Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KY1-1111, Cayman lIslands, and
its principal place of business in Hong Kong is located at
Room 1906-8, 19th Floor, Harcourt House, 39 Gloucester
Road, Wanchai, Hong Kong.

The consolidated financial statements are presented in
Hong Kong dollars (“HK$"). Other than those subsidiaries
established in the PRC whose functional currency is
Renminbi (‘RMB”) and some subsidiaries’ functional
currency in US Dollars (‘USD”), the functional currency of
the Company and its remaining subsidiaries are HK$. The
reason for selecting HK$ as its presentation currency is
that the Company is a public company listed on the GEM,
where most of the investors are located in Hong Kong.

The Company is an investment holding company and the
principal activities of its subsidiaries are set out in Note 42
to the consolidated financial statements.

Neo Telemedia Limited P EFEEEEEFIR A A
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Notes to the Consolidated Financial Statements

re M RAERME

For the year ended 31 December 2017 g E —E—+E+ = H=+—HIFFF

APPLICATION OF NEW AND
AMENDMENTS TO 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 and Hong Kong Accounting Standards (‘HKASs”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) for the first time in the current
year:

HKAS 7 (Amendments)  Disclosure Initiative

HKAS 12 (Amendments) Recognition of Deferred Tax
Assets for Unrealised Losses

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

HKFRS 12
(Amendments)

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

2. BRI BBMBERESE

Al ([ERMBREER])
REBYHHREER 2 E
HEA

RAFEREHERNEEM
B EEAEET AR

AEECRAFEHERXERAIATHES
SR A ([EREMAE])HEM
ZEARVBRELENRFE G LA
([BERETER]) ZEFTA-

ERgTER W8
F75% (BRI A)

BREEFER PLARE IR B AR
F125 (7T A) EEREEE

ERAMBHREEN (FREAMBRE
F12% (BFTK) BRI —T—MEE
—E-RERESZ

FREUGE—# D

BTEIN RAFERRAERENER
SEEAZEFTAEAEEANFE LB
FENFBRARMARE RZEHA
MBREMBNEELBREATE -
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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+F+ = F=+—HIFFE

2.

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

AMENDMENTS TO HKAS 7
DISCLOSURE INITIATIVE

The Group has applied the amendments to HKAS 7
Disclosure Initiative 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
changes arising from cash flows and non-cash changes.
Specially, the amendments require the following changes
in liabilities arising from financing activities 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.

AMENDMENTS TO HKAS 12
RECOGNITION OF DEFERRED TAX
ASSETS FOR UNREALISED LOSSES

The Group has applied the amendments to HKAS 12
Recognition of Deferred Tax Assets for Unrealised Losses
for the first time in the current year. The amendments
provide guidance on how an entity determines, in
accordance with HKAS 12 Income Taxes, whether to
recognise a deferred tax asset in relation to unrealised
tax losses of a debt instrument that is classified as an
available-for-sale financial asset in accordance with HKAS
39 Financial Instruments: Recognition and Measurement
under certain specific facts and circumstances.

Neo Telemedia Limited FE I EEEBE R A
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Notes to the Consolidated Financial Statements

CECEE

For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSS”) (Continued)

NEW AND AMENDMENTS TO HKFRSs
IN ISSUE BUT NOT YET EFFECTIVE

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

yet effective:

HKFRSs (Amendments)

HKFRSs (Amendments)

HKAS 28 (Amendments)

HKAS 40 (Amendments)

HKFRS 2 (Amendments)

HKFRS 4 (Amendments)

HKFRS 9

HKFRS 9 (Amendments)

HKFRS 10 and HKAS 28

(Amendments)

HKFRS 15

Annual Improvements to
HKFRSs 2014-2016 Cycle®

Annual Improvements to
HKFRSs 2015-2017 Cycle?

Investments in Associates and
joint ventures?

Transfer of Investment Property!

Classification and Measurement
of Share-based Payment
Transactions'

Applying HKFRS 9, Financial
Instruments with HKFRS 4,
Insurance Contracts’

Financial Instruments’

Prepayments Features with
Negative Companies?

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture*

Revenue from Contracts
with Customers'
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2. APPLICATION OF NEW AND 2. ERFIBBVBREE

AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

NEW AND AMENDMENTS TO HKFRSs

IN ISSUE BUT NOT YET EFFECTIVE
(Continued)

HKFRS 15 Clarification to HKFRS 15,
(Amendments) Revenue from Contracts
with Customers!
HKFRS 16 | eases®
HKFRS 17 Insurance Contract®

HK(IFRIC)-Int 22 Foreign currency Transactions

and Advance Considerations’

HK(IFRIC)-Int 23 Uncertainty over Income Tax

Treatments?

L Effective for annual periods beginning on or after
1 January 2018.

= Effective for annual periods beginning on or after
1 January 2019.

. Effective for annual periods beginning on or after
1 January 2019. Earlier application is permitted
provided HKFRS 15 Revenue from Contracts with
Customers also applied.

4 Effective for annual periods beginning on or after a
date to be determined.

< Effective for annual periods beginning on or after

1 January 2017 or 1 January 2018, as appropriate.

g Effective for annual periods beginning on or 1 January
2021,
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APPLICATION OF NEW AND 2.

AMENDMENTS TO 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:

° 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 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.
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2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

HKFRS 9 FINANCIAL INSTRUMENTS
(Continued)

With regard to the measurement of financial liabilities
designated as at fair value through profit or loss,
HKFRS 9 requires that the amount of change in the
fair value of the financial liability that is attributable
to changes in the credit risk of that liability is
presented in other comprehensive income, unless the
recognition of the effects of changes in the liability’s
credit risk in other comprehensive income would
create or enlarge an accounting mismatch in profit or
loss. Changes in fair value attributable to a financial
liability’s credit risk are not subsequently reclassified
to profit or loss. Under HKAS 39, the entire amount
of the change in the fair value of the financial liability
designated as fair value through profit or loss is
presented in profit or loss.

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.
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APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

HKFRS 9 FINANCIAL INSTRUMENTS
(Continued)

° The new general hedge accounting requirements
retain the three types of hedge accounting
mechanisms currently available in HKAS 39. Under
HKFRS 9, greater flexibility has been introduced
to the types of transactions eligible for hedge
accounting, specifically broadening the types of
instruments that qualify for hedging instruments and
the types of risk components of non-financial items
that are eligible for hedge accounting. In addition, the
retrospective quantitative effectiveness test has been
removed. Enhanced disclosure requirements about
an entity’s risk management activities have also been
introduced.

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:

Impairment

In general, the directors of the Company also 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. However, the directors of the Company do
not anticipate that the application of the expected credit
loss model of HKFRS 9 will have material impact to the
opening accumulated losses as at 1 January 2018.
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2.

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

HKFRS 9 FINANCIAL INSTRUMENTS
(Continued)

Except for abovementioned, the directors of the Company
anticipate that the adoption of HKFRS 9 in the future will
not have other significant impact on amounts reported
in respect of the Group’s financial assets and financial
liabilities based on an analysis of the Group’s financial
instruments as at 31 December 2017.

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.

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:
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APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSS”) (Continued)

HKFRS 15 REVENUE FROM
CONTRACTS WITH CUSTOMERS
(Continued)

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

o Step 2: Identify the performance obligations in the
contract

o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the
performance obligations in the contract

° 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
recognized in the respective reporting periods.

The directors of the Company do not anticipate that the
application of these will have a material effect on the
Group’s consolidated financial statements.
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2.

APPLICATION OF NEW AND
AMENDMENTS TO 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 wiill
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 upfront prepaid
lease payments as investing cash flows in relation to
leasehold lands for owned use and those classified as
investment properties while other operating lease payments
are presented as operating cash flows. Under the
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.
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For the year ended 31 December 2017 &t & —ZF—

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

HKFRS 16 LEASES (Continued)

Under HKAS 17, the Group has already recognised an
asset and a related finance lease liability for finance lease
arrangement and prepaid lease payments for leasehold
lands where the Group is a lessee. The application of
HKFRS 16 may result in potential changes in classification
of these assets depending on whether the Group presents
right-of-use assets separately or within the same line item
at which the corresponding underlying assets would be
presented if they were owned.

In contrast to lessee accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in
HKAS 17, and continues to require a lessor to classify a
lease either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS
16.

Application of HKFRS 16 will result in the Group’s
recognition of right-of-use assets and corresponding
liabilities in respect of the Group’s lease arrangements.
These assets and liabilities are currently not required to be
recognised but certain relevant information is disclosed as
commitments to these financial statements. As disclosed
in Note 39, the Group’s future minimum lease payments
under non-cancellable operating leases for its leased
premises amount to approximately HK$17,809,000 as
at 31 December 2017. The directors of the Company do
not expect the adoption of HKFRS 16 as compared with
the current accounting policy would result in significant
impact on the Group’s result, but is expected that certain
portion of the lease commitments will be regarded to
be recognised in the consolidated statement of financial
position as right-of-use assets and lease liabilities.
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2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

AMENDMENTS TO HKFRS 2
CLASSIFICATION AND MEASUREMENT
OF SHARE-BASED PAYMENT
TRANSACTIONS

The amendments clarify the following:

1. In estimating the fair value of a cash-settled
share-based payment, the accounting for the effects
of vesting and non-vesting conditions should follow
the same approach as for equity-settled share-based
payments.

2. Where tax law or regulation requires an entity to
withhold a specified number of equity instruments
equal to the monetary value of the employee’s tax
obligation to meet the employee’s tax liability which is
then remitted to the tax authority, i.e. the share-based
payment arrangement has a ‘net settlement
feature’, such an arrangement should be classified
as equity-settled in its entirety, provided that the
share-based payment would have been classified as
equity-settled had it not included the net settlement
feature.
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2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

AMENDMENTS TO HKFRS 2
CLASSIFICATION AND MEASUREMENT
OF SHARE-BASED PAYMENT
TRANSACTIONS (Continued)

3. A modification of a share-based payment that
changes the transaction from cash-settled to
equity-settled should be accounted for as follows:

(i) the original liability is derecognised;

(i) the equity-settled share-based payment is
recognised at the modification date fair value
of the equity instrument granted to the extent
that services have been rendered up to the
modification date; and

(i) any difference between the carrying amount
of the liability at the modification date and
the amount recognised in equity should be
recognised in profit or loss immediately.

The directors of the Company do not anticipate that the
application of these will have a material effect on the
Group’s consolidated financial statements.
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APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

AMENDMENTS TO HKFRS 10 AND
HKAS 28 SALE OR CONTRIBUTION OF
ASSETS BETWEEN AN INVESTOR AND
ITS ASSOCIATE OR JOINT VENTURE

The amendments to HKFRS 10 Consolidated Financial
Statements and HKAS 28 Investments in Associates and
Joint Ventures deal with situations where there is a sale
or contribution of assets between an investor and its
associate or joint venture. Specifically, the amendments
state that gains or losses resulting from the loss of control
of a subsidiary that does not contain a business in a
transaction with an associate or a joint venture that is
accounted for using the equity method, are recognized
in the parent’s profit or loss only to the extent of the
unrelated investors’ interests in that associate or joint
venture. Similarly, gains and losses resulting from the
remeasurement of investments retained in any former
subsidiary (that has become an associate or a joint venture
that is accounted for using the equity method) to fair value
are recognised in the former parent’s profit or loss only to
the extent of the unrelated investors’ interests in the new
associate or joint venture.

The directors of the Company do not anticipate that the
application of these will have a material effect on the
Group’s consolidated financial statements.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been
prepared in accordance with all applicable HKFRSs, which
collective term includes all applicable individual HKFRSs,
HKASs and Interpretations issued by the HKICPA,
accounting principles generally accepted in Hong Kong
and the requirements of the Hong Kong Companies
Ordinance and the applicable disclosure provisions of the
Rules Governing the Listing of the GEM of Securities on
The Stock Exchange of Hong Kong Limited (the “GEM
Listing rules”).

The preparation of consolidated financial statements in
conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect
the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical
experience and various other factors that are believed to
be reasonable under the circumstances, the results of
which form the basis of making judgements about carrying
values of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these
estimates. The estimates and assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimates are 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.

Judgements made by management in the application of
HKFRSs that have significant effect on the consolidated
financial statements and estimates with a significant risk of
material adjustments in the next year are discussed in Note
4 to the consolidated financial statements.
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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF PREPARATION

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments that are measured at fair value 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, 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 or value in
use in HKAS 36.

A fair value measurement of a non-financial asset takes into
account a market participant s ability to generate economic
benefits by using the asset in its highest and best use or
by selling it to another market participant that would use
the asset in its highest and best use.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 &t & —ZF—

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF PREPARATION (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 (its subsidiaries). Control is achieved
where the Company:

o has power over the investee;

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

o 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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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF CONSOLIDATION (Continued)

When the Group has less than a majority of the voting
rights of an investee, it has power over the investee when
the voting rights are sufficient to give it the practical ability
to direct the relevant activities of the investee unilaterally.
The Group considers all relevant facts and circumstances
in assessing whether or not the Group’s voting rights in an
investee are sufficient to give it power, including:

° the size of the Group’s holding of voting rights relative
to the size and dispersion of holdings of the other
vote holders;

o potential voting rights held by the Group, other vote
holders or other parties;

° rights arising from other contractual arrangements;
and

o any additional facts and circumstances that indicate
that the Group has, or does not have, the current
ability to direct the relevant activities at the time that
decisions need to be made, including voting patterns
at previous patterns at previous shareholders’
meetings.

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.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 &t & —ZF—

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF CONSOLIDATION (Continued)

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling interests. Total comprehensive income
of subsidiaries is attributed to the owners of the Company
and to the non-controlling interests even if this results in
the non-controlling interests having a deficit balance.

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.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein.

Allocation of total comprehensive income
to non-controlling interests

Total comprehensive income and expense of a subsidiary
is attributed to the owners of the Company and to
the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.
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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF CONSOLIDATION (Continued)

Changes in the Group’s ownership
interests in existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as equity
transactions. The carrying amount of the Group’s interests
and the non-controlling interests are adjusted to reflect
the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the
non-controlling interests are adjusted after re-attribution
of the relevant equity component, and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, a gain or
loss is recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained
interest and (i) the carrying amount of the assets (including
goodwill), and liabilities of the subsidiary attributable
to the owners of the Company. All amounts previously
recognised in other comprehensive income in relation
to that subsidiary are accounted for as if the Group had
directly disposed of the related assets or liabilities of the
subsidiary (i.e. reclassified to profit or loss or transferred
to another category of equity as specified/permitted by
applicable HKFRSs). The fair value of any investment
retained in the former subsidiary at the date when control
is lost is regarded as the fair value on initial recognition for
subsequent accounting under HKAS 39, when applicable,
the cost on initial recognition of an investment in an
associate or a joint venture.
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Notes to the Consolidated Financial Statements

re M RAERME

For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF CONSOLIDATION (Continued)

Changes in the Group’s ownership
interests in existing subsidiaries (Continued)

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by
the Group to the former owners of the acquiree and the
equity interests issued by the Group in exchange for control
of the acquiree. Acquisition-related costs are generally
recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value,
except that:

° deferred tax assets or liabilities and liabilities or
assets related to employee benefit arrangements are
recognised and measured in accordance with HKAS
12 Income Taxes and HKAS 19 Employee Benefits
respectively;

° liabilities or equity instruments related to share-based
payment arrangements of the acquiree or
share-based payment arrangements of the Group
entered into to replace share-based payment
arrangements of the acquiree are measured in
accordance with HKFRS 2 Share-based Payment
at the acquisition date (see the accounting policy
below); and

o assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations
are measured in accordance with that standard.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017

3.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS

Goodwill is measured as the excess of the sum of
the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the fair value
of the acquirer’s previously held equity interest in the
acquire (if any) over the net amount of identifiable assets
acquired and the liabilities assumed as at acquisition date.
If, after re-assessment, the net amount of the identifiable
assets acquired and liabilities assumed exceeds the
sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree and the fair value
of the acquirer’s previously held interest in the acquiree (i
any), the excess is recognised immediately in profit or loss
as a bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the entity’s net assets in the event of liquidation
may be initially measured either at fair value or at the
non-controlling interests’ proportionate share of the
recognised amounts of the acquiree’s identifiable net
assets. The choice of measurement basis is made
on a transaction-by-transaction basis. Other types of
non-controlling interests are measured at their fair value
or, when applicable, on the basis specified in another
HKFRSs.

When the consideration transferred by the Group in
a business combination includes assets or liabilities
resulting from a contingent consideration arrangement,
the contingent consideration is measured at its acquisition
date fair value and included as part of the consideration
transferred in a business combination. Changes in the
fair value of the contingent consideration that qualify
as measurement period adjustments are adjusted
retrospectively, with the corresponding adjustments made
against goodwill. Measurement period adjustments are
adjustments that arise from additional information obtained
during the “measurement period” (which cannot exceed
one year from the acquisition date) about facts and
circumstances that existed at the acquisition date.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS (Continued)

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify as
measurement period adjustments depends on how
the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is
remeasured to fair value at subsequent reporting dates in
accordance with HKAS 39 with the corresponding gain or
loss being recognised in profit or loss.

When a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the
date when the Group obtains control), and the resulting
gain or loss, if any, is recognised in profit or loss. Amounts
arising from interests in the acquiree prior to the acquisition
date that have previously been recognised in other
comprehensive income are reclassified to profit or loss
where such treatment would be appropriate if that interest
were disposed of.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those
provisional amounts are adjusted during the measurement
period (see above), or additional assets or liabilities are
recognised, to reflect new information obtained about
facts and circumstances that existed as of the acquisition
date that, if known, would have affected the amounts
recognised as of that date.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

GOODWILL

Goodwill arising on an acquisition of a business is carried
at cost less accumulated impairment losses, if any, and
is presented separately in the consolidated statement of
financial position.

For the purposes of impairment testing, goodwill is
allocated to each of the cash-generating units (or groups
of cash-generating units) that is expected to benefit from
the synergies of the combination, which represent the
lowest level at which the goodwill is monitored for internal
management purposes and not larger than an operating
segment.

A cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested for
impairment annually or more frequently when there is
indication that the unit may be impaired. For goodwill
arising on an acquisition in a reporting period, the
cash-generating unit (or group of cash-generating units) to
which goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount of the cash-generating unit is less than the carrying
amount, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit and
then to the other assets of the unit pro-rata on the basis
of the carrying amount of each asset in the unit (or group
of cash-generating units). Any impairment loss for goodwill
is recognised directly in profit or loss in the consolidated
statement of profit or loss and other comprehensive
income. An impairment loss recognised for goodwill is not
reversed in subsequent periods.

On disposal of the relevant cash-generating unit,
the attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal.

Neo Telemedia Limited P EFEEEEEFIR A A

BARAZTHER (8)

HE

WRE RSB T E S 2 B AR R 5T
AR (A ) JIKR - AR ERE MR
RERADFHEES

BRERNAME BEERIE TEB
EXENAHHAREcEREELE
fr (RBEELBMAR) M ELK
BUuARERABEE B NEEBEN
RIEKFETBBEEDE -

ErokEmBzReELBM (KBREE
EEUAERN) EEFRMBENRBETE
BN AR IR ER E SRR ETTR
BEAR - ARBESHARARBEENHE
ME BOEBENREELEM (K
ReELBEVAR) RRBSHEE
FETRENA - EREEEEMZA
WEeRINERER RESESHE
TEOERAR D ZEMNED I EAEHE
REE #EMAZEM (HREELE
MHEMNAREEZRAEREERL
PInEEEZEVNANEMEE - EABHE
BEBREERNGABRa MEMEEK
BRZBHEAER - CHEANEHERE
BEAENERAREED -

REEFRARECELEUR BEZE
HeEEFABELERSRS®E-



Notes to the Consolidated Financial Statements

re M RAERME

For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVESTMENTS IN ASSOCIATES AND
JOINT VENTURES

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary nor an
interest in a joint venture. Significant influence is the power
to participate in the financial and operating policy decisions
of the investee but is not control or joint control over those
policies.

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

The results and assets and liabilities of associates or joint
ventures are incorporated in these consolidated financial
statements using the equity method of accounting, except
when the investment, or a portion thereof, is classified as
held for sale, in which case it is or the portion so classified
is accounted for in accordance with HKFRS 5. Any retained
portion of an investment in an associate or a joint venture
that has not been classified as held for sale shall be
accounted for using the equity method. Under the equity
method, an investment in an associate or a joint venture is
initially recognised in the consolidated statement of financial
position at cost and adjusted thereafter to recognise the
Group’s share of profit or loss and other comprehensive
income of the associate or joint venture. When the Group’s
share of losses of an associate or a joint venture exceeds
the Group’s interest in that associate or joint venture (which
includes any long-term interests, that, in substance, form
part of the Group’s net investment in the associate or joint
venture), the Group discontinues recognising its share of
further losses. Additional losses are recognised only to the
extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that associate
or joint venture.
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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVESTMENTS IN ASSOCIATES AND
JOINT VENTURES (Continued)

An investment in an associate or a joint venture is
accounted for using the equity method from the date on
which the investee becomes an associate or a joint venture.
On acquisition of the investment in an associate or a joint
venture, any excess of the cost of the investment over
the Group’s share of the net fair value of the identifiable
assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of
the investment. Any excess of the Group’s share of the net
fair value of the identifiable assets and liabilities over the
cost of the investment, after reassessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group’s investment in an associate.
When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with HKAS 36 “Impairment of assets” as a
single asset by comparing its recoverable amount (higher
of value in use and fair value less costs to sell) with its
carrying amount. Any impairment loss recognised forms
part of the carrying amount of the investment. Any reversal
of that impairment loss is recognised in accordance with
HKAS 36 to the extent that the recoverable amount of the
investment subsequently increases.

When a group entity transacts with an associate or a
joint venture of the Group, profits and losses resulting
from the transactions with the associate or a joint venture
are recognised in the Group’s consolidated financial
statements only to the extent of interests in the associate
or joint venture that are not related to the Group.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

SUBSIDIARIES

A subsidiary is a company in which the Company directly
or indirectly controls more than half of the voting power,
or controls the composition of the board of directors.
Investments in subsidiaries are carried in the Company’s
financial statements at cost less impairment loss.

REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold and services provided in the normal course
of business, net of discounts and sales related taxes.

Revenue from the sale of goods is recognised when the
goods are delivered and title have passed, at which time all
the following conditions are satisfied:

Revenue from sales of telecommunication products is
recognised when goods are delivered to customers which
generally coincides with the time when the customer has
accepted the goods and the related risks and rewards of
ownership. Revenue is recorded after deduction of any
trade discount.

Network and satellite telecommunication services income
based on usage of the Group’s network and facilities is
recognised when the services are rendered.

Telecommunication services provided for fixed periods is
recognised on straight-line basis over the applicable fixed
period.

Traffic signboard advertising income is recognised when
services are provided.

3.

re M RAERME

BE=F— 4+ A=+ —AILFE

BAESTHE (@)

B 8 2~ B

()= PNCIDERN/NCIN= R n e S 2 Be
BYBRERSIEFEEEGEAKZA
A -RMBRRZRERARE ZHB
HR AR ABORE BB

LN
WA WK ERREZ A FEFE
EEEAREHARETHES M RIEHR
AR5 P FE U X0 $0 B 47 40 e AR B 81 5 T 1R
BzE®-

EmHERARZXNERMIAEE S
% - BERA TP B IR 2 B RERR -

HEEMERZBRARERRNGEERP
RiER BRUERREFPEXERMAA
B MR R R N [ 3 B ] o W AR A
AR BT MEAIR-

ERAEEBK L REMEENEE R
BEBAREWARZHRBREER

R EE MERENERRE IR ERE
EHIRRBEAEER

Xt

S TR R B WA T IR R A AR A B

EY

Annual Report 2017 —E—t £ £ 3] @



Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

REVENUE RECOGNITION (Continued)

Commission income from the operations of Internet finance
platform is recognised when the services are rendered.

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to the
Group and the amount of income can be measured reliably.
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.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, other than construction in
progress (“CIP”), held for use in the production or supply of
goods or services, or for administrative purposes are stated
in the consolidated statement of financial position at cost
less subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

PROPERTY, PLANT AND EQUIPMENT
(Continued)

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 at the following rate per annum:
Buildings Over the unexpired
lease terms of land on which
the building is erected
Over the term of the lease
20%-33.3%

Leasehold improvements
Office equipment

Furniture and fixtures 20%
Motor vehicles 20%
Data center and machinery 5%-20%

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.

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets.
However, when there is no reasonable certainty that
ownership will be obtained by the end of the lease term,
assets are depreciated over the shorter of the lease term
and their useful lives.

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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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

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

Assets held under finance leases are recognised as
assets of the Group at their fair value at the inception of
the lease or, if lower, at the present value of the minimum
lease payments. The corresponding liability to the lessor is
included in the consolidated statement of financial position
as a finance lease obligation.

Lease payments are apportioned between finance
expenses and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining
balance of the liability. Finance expenses are recognised
immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case they
are capitalised in accordance with the Group’s policy
on borrowing costs (see the accounting policy below).
Contingent rentals are recognised as expenses in the
periods in which they are incurred.

Operating lease payments, including the cost of acquiring
land held under operating leases, are recognised as an
expense on a straight-line basis over the lease term, except
where another systematic basis is more representative
of the time pattern in which economic benefits from the
leased asset are consumed. Contingent rentals arising
under operating leases are recognised as an expense in
the period in which they are incurred.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised
as a reduction of rental expense on a straight-line
basis, except where another systematic basis is more
representative of the time pattern in which economic
benefits from the leased asset are consumed.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

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 exchange prevailing
at 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 at the date when the fair value was
determined. Non-monetary items 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 loss in the period in which they arise,
except for exchange differences arising on a monetary
item that forms part of the Company’s net investment
in a foreign operation, in which case, such exchange
differences are recognised in other comprehensive income
and accumulated in equity and will be reclassified from
equity to profit or loss on disposal of the foreign operation.
Exchange differences arising on the retranslation of
non-monetary items carried at fair value are included in
profit or loss for the period except for exchange differences
arising on the retranslation of non-monetary items in
respect of which gain and losses are recognised directly
in other comprehensive income, in which cases, the
exchange differences are also recognised directly in other
comprehensive income.
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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FOREIGN CURRENCIES (Continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency
of the Group (i.e. HK$) 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 period, 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 (attributable to non-controlling interests
as appropriate).

On the disposal of a foreign operation (i.e. a disposal of the
Group’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes
a foreign operation), all of the exchange differences
accumulated in equity in respect of that operation
attributable to the owners of the Company are reclassified
to profit or loss.

In addition, in relation to a partial disposal of a subsidiary
that includes a foreign operation that does not result
in the Group losing control over the subsidiary, the
proportionate share of accumulated exchange differences
are re-attributed to non-controlling interests and are not
recognised in profit or loss.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
on or after 1 July 2005 are treated as assets and liabilities
of that foreign operation and retranslated at the rate of
exchange prevailing at the end of each reporting period.
Exchange differences arising are recognised in equity under
the heading of translation reserve.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

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.

EMPLOYEE BENEFITS

Retirement benefit costs

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for all of its employees in Hong Kong.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the profit
or loss as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group
in an independently administered fund. The Group’s
employer contributions vest fully with the employees when
contributed into the MPF Scheme.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

EMPLOYEE BENEFITS (Continued)
Retirement benefit costs (Continued)

The employees in the Company’s subsidiaries operating
in the PRC are members of retirement benefits scheme
(the “PRC RB Schemes”) operated by the local municipal
benefits. The local municipal government undertakes to
assume the retirement benefit obligation of all existing and
future retired employees of the PRC subsidiaries. The only
obligation of the PRC subsidiaries with respect to the PRC
RB Scheme is to meet the required contributions under the
PRC RB Schemes. The contributions are charged to the
profit or loss as they become payable in accordance with
the relevant laws and regulations of the PRC.

Termination benefits

Termination benefits are recognised when, and only when,
the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is
without realistic possibility of withdrawal.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

EMPLOYEE BENEFITS (Continued)

Share options granted to directors and
employees

The fair value of services received determined by reference
to the fair value of share options granted at the grant
date is recognised as an expense in full at the grant date
when the share options granted vest immediately, with a
corresponding increase in equity (share options reserve).

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to
share premium. When the share options are forfeited after
the vesting date or are still not exercised at the expiry date,
the amount previously recognised in share options reserve
will be transferred to accumulated losses.

Share options granted to consultants

Share options issued in exchange for goods or services
are measured at the fair values of the goods or services
received, unless that fair value cannot be reliably measured,
in which case the goods or services received are measured
by reference to the fair value of the share options granted.

The fair values of the goods or services received are
recognised as expenses, with a corresponding increase in
equity (share options reserve), when the Group obtains the
goods or when the counterparties render services, unless
the goods or services qualify for recognition as assets.
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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017

3.

BE-F— 5+ AZ+—AILFE

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 taxable profit for
the year. Taxable profit differs from profit as reported in
the consolidated statement of profit or loss and other
comprehensive income because it excludes items of
income or expense that are taxable or deductible in other
years and it further excludes 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 base 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 goodwill
or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction
that affects neither the taxable profit nor the accounting
profit.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 &t & —ZF—

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

TAXATION (Continued)

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
and interests 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.

The carrying amount of deferred tax assets is reviewed at
the end of the 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 rate
(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 is recognised in profit or loss,
except when it relates 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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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INTANGIBLE ASSETS

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at cost less accumulated
amortisation and accumulated impairment losses.

Amortisation 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. Intangible
assets with indefinite useful lives that are acquired
separately are carried at cost less accumulated impairment
losses.

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination
are recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which
is regarded as their cost).

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses,
being their fair value at the date of the revaluation
less subsequent accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible
asset with finite useful lives is recognised on a straight-line
basis over their estimated useful lives.

Alternatively, intangible assets with indefinite useful lives
are carried at cost less any subsequent accumulated
impairment losses.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INTANGIBLE ASSETS (Continued)

Derecognition of intangible assets

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.

IMPAIRMENT LOSSES ON TANGIBLE
AND INTANGIBLE ASSETS OTHER
THAN GOODWILL

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets 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 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 individual asset, 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.

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment at
least annually, and whenever there is an indication that they
may be impaired.
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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

IMPAIRMENT LOSSES ON TANGIBLE
AND INTANGIBLE ASSETS OTHER
THAN GOODWILL (Continued)

Recoverable amount is the higher of fair value less costs
to sell 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 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. In allocating the
impairment loss, the impairment loss is allocated first to
reduce the carrying amount of any goodwill (if applicable)
and then to the other assets on a pro-rata basis based on
the carrying amount of each asset in the unit. The carrying
amount of an asset is not reduced below the highest
of its fair value less costs of disposal (if measurable), its
value in use (if determinable) and zero. The amount of the
impairment loss that would otherwise have been allocated
to the asset is allocated pro rata to the other assets of the
unit. An impairment loss is recognised immediately in profit
or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset 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 as income immediately in profit or loss.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVENTORIES

Inventories, representing finished goods for resale, are
stated at the lower of costs and net realisable value. Cost
is calculated using first-in, first-out method. Net realizable
value represents the estimated selling price for inventories
less all estimated costs of completion and costs necessary
to make the sale.

PROVISIONS

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation,
and a reliable estimate can be made of the amount of the
obligation.

Provisions are measured at the best estimate of the
consideration required to settle the present obligation at
the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. Where
a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the
present value of those cash flows (where effect of the time
value of money is material).

When some or all of the economic benefits required to
settle a provision are expected to be recovered from a third
party, a receivable is recognised as an asset if it is virtually
certain that reimbursement will be received and the amount
of the receivable can be measured reliably.
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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

CONTINGENT LIABILITIES ACQUIRED
IN A BUSINESS COMBINATION

Contingent liabilities acquired in a business combination are
initially measured at fair value at the date of acquisition. At
the end of the subsequent report periods, such contingent
liabilities are measured at the higher of the amount that
would be recognised in accordance with HKAS 37 and the
amount initially recognised less cumulative amortization
recognised in accordance with HKAS 18.

FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the
instrument.

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 or financial liabilities at
fair value through profit and 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.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 &t & —ZF—

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets

The Group’s financial assets are classified into the following
specified categories: financial assets at fair value through
profit or loss (“FVTPL”) 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 derecognized on a trade date
basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of asset within
the time frame established by regulation or convention in
the marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset 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 financial asset, 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.
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Notes to the Consolidated Financial Statements

i B TR R M A
For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)
Financial assets (Continued)

Financial assets at FVTPL

Financial assets are classified as at FVTPL when the
financial asset is (i) held for trading or (i) it is designated as
at FTVPL.

A financial asset is classified as held for trading if:

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

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

A financial asset other than a financial asset held for trading

may be designated as at FVTPL upon initial recognition if:

° such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)
Financial assets (Continued)

BAZTER (8)
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Financial assets at FVTPL (Continued)

the financial asset forms part of a group of financial
assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis,
in accordance with the Group’s documented risk
management or investment strategy, and information
about the grouping is provided internally on that
basis; or

it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the
entire combined contract (asset or liability) to be
designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with
any gains or losses arising on remeasurement recognised

in profit or loss. Fair value is determined in the manner

described in note 6.
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Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 & & —ZF—

3.

tFEFZA=F—HIUFE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)
Financial assets (Continued)

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 receivables, deposits and
other receivables, promissory note, loan receivables and
cash and cash equivalents) are carried at amortised cost
using the effective interest method, less any identified
accumulated impairment losses (see accounting policy on
impairment loss of financial assets below).

Interest income is recognised by applying the effective
interest rate, except for short-term receivables where the
recognition of interest would be immaterial.

Impairment of financial assets

Financial assets 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.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (Continued)

Objective evidence of impairment could include:

° significant financial difficulty of the issuer or
counterparty; or

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

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation; or

° the disappearance of an active market for that
financial asset because of financial difficulties.

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on
a collective basis. 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 credit
period ranging from 90 to 180 days, 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 the
estimated future cash flows discounted at the financial
asset’s original effective interest rate.
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Notes to the Consolidated Financial Statements
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (Continued)

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.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account. 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. Changes in the carrying amount of the allowance
account are recognised in 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.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity instruments

Financial liabilities 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 Group
are recognised at the proceeds received, net of direct issue
costs.

Convertible notes

Convertible notes issued by the Group that contain
both the liability and conversion option components
are classified separately into respective items on initial
recognition in accordance with the substance of the
contractual arrangements and the definitions of a financial
liability and an equity instrument. Conversion option that
will be settled by the exchange of a fixed amount of
cash or another financial asset for a fixed number of the
Company’s own equity instruments is classified as an
equity instrument.

On initial recognition, the fair value of the liability component
is determined using the prevailing market interest of similar
non-convertible debts. The difference between the gross
proceeds of the issue of the convertible notes and the fair
value assigned to the liability component, representing the
conversion option for the holder to convert the notes into
equity, is included in convertible notes reserve.
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Notes to the Consolidated Financial Statements
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity instruments
(Continued)

Convertible notes (Continued)

In subsequent periods, the liability component of the
convertible notes is carried at amortised cost using
the effective interest method. The equity component,
representing the option to convert the liability component
into ordinary shares of the Company, will remain in
convertible notes reserve until the embedded option is
exercised (in which case the balance stated in convertible
notes reserve will be transferred to share premium). Where
the option remains unexercised at the expiry date, the
balance stated in convertible notes reserve will be released
to the accumulated losses. No gain or loss is recognised in
profit or loss upon conversion or expiration of the option.

Transaction costs that relate to the issue of the
convertible loan notes are allocated to the liability and
equity components in proportion to the allocation of the
gross proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction
costs relating to the liability component are included in
the carrying amount of the liability portion and amortised
over the period of the convertible notes using the effective
interest method.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity instruments
(Continued)

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the
financial liabilities are designated at FVTPL on initial
recognition or contingent consideration that may be paid
by an acquirer as part of a business combination to which
HKFRS 3 applies.

A financial liability other than a financial liability held for
trading or contingent consideration that may be paid by
an acquirer as part of a business combination may be
designated as at FVTPL upon initial recognition if:

o such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or

° the financial liability forms part of a group of financial
assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis,
in accordance with the Group’s documented risk
management or investment strategy, and information
about the grouping is provided internally on that
basis; or

° it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the
entire combined contract (asset or liability) to be
designated as at FVTPL.

Financial liabilities at FVTPL are measured at fair value, with
changes at fair value arising on remeasurement recognised
directly in profit or loss in the period in which they arise.
The net gain or loss recognised in profit or loss excludes
any interest paid on the financial liabilities.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity instruments
(Continued)

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 and points 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
other than those financial liabilities classified as at FVTPL,
of which the interest expense is excluded in net gains or
losses.

Other financial liabilities

Other financial liabilities including trade payables, other
payables and accruals, bank borrowings and convertible
notes are subsequently measured at amortised cost, using
the effective interest method.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 &t & —ZF—

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. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
continues to recognise the asset to the extent of its
continuing involvement and recognises an associated
liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and
the cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

GOVERNMENT GRANTS

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

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.

RELATED PARTIES

A related party is considered to be related to the Group if:

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

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

(i) has significant influence over the Group; or

(i) is a member of the key management personnel
of the Group or of a parent of the Group.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 &t & —ZF—

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

RELATED PARTIES (Continued)

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

U

(i)

)

(iv)

(viil)

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

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

both entities are joint ventures of the same third
party;

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

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

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

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

the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 & & —ZF—

3.

tFEFZA=F—HIUFE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

RELATED PARTIES (Continued)

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

SEGMENT REPORTING

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified from
the financial information provided regularly to the Group’s
most senior executive management for the purposes of
allocating resources to, and assessing the performance
of, the Group’s various lines of business and geographical
locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments
have similar economic characteristics and are similar in
respect of the nature of products and services, the nature
of production processes, the type or class of customers,
the methods used to distribute the products or provide
the services, and the nature of the regulatory environment.
Operating segments which are not individually material may
be aggregated if they share a majority of these criteria.

In the application of the Group’s accounting policies, which
are described in Note 3, the directors of the Company are
required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated 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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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 # 7= —F—+F+ = F=—+—HIFFE

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

KEY SOURCES OF ESTIMATION
UNCERTAINTY

The following 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.

Provision for inventories

Management reviews the ageing analysis of inventories of
the Group at the end of each reporting period and makes
provision if considered necessary. Management estimate
the net realisable value for such inventories based primarily
on the latest invoice prices and current market conditions.
At 31 December 2017, the carrying amount of inventories
was approximately HK$8,124,000 (2016: HK$26,033,000)
after netting off the allowance for inventories of
approximately HK$800,000 (2016: HK$800,000).

Impairment of property, plant and
equipment

The recoverable amount of an asset is the greater of
its net selling price 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 risk specific to the asset, which required
significant judgment relating to level of revenue and
amount of operating costs. The Group uses all readily
available information in determining an amount that is a
reasonable approximation of the recoverable amount,
including estimates based on reasonable and supportable
assumptions and projections of revenue and operating
costs. At 31 December 2017, the carrying amount
of property, plant and equipment was approximately
HK$593,000,000 (2016: HK$414,662,000) (2016: net of
accumulated impairment loss amounted to approximately
HK$2,336,000). Details are disclosed in Note 17.
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Notes to the Consolidated Financial Statements
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4.

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

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Estimated impairment of goodwill and
intangible assets

Determining whether goodwill and intangible assets are
impaired requires an estimation of the value-in-use of
the cash-generating units to which goodwill has been
allocated. The value-in-use calculation requires the Group
to estimate the future cash flows expected to arise from the
cash-generating unit and a suitable discount rate in order
to calculate the present value. Where the actual future cash
flows are less than expected, a material impairment loss
may arise. As at 31 December 2017, the carrying amount
of goodwill amounted to approximately HK$195,139,000
(2016: HK$195,139,000) (net of accumulated impairment
loss amounted to approximately HK$187,452,000 (2016:
HK$898,881,000)) and carrying amount of intangible
assets amounted to approximately HK$292,059,000
(2016: HK$317,058,000) (net of accumulated amortisation
and impairment loss amounted to approximately
HK$132,312,000 (2016: HK$347,547,000)). Details are
disclosed in Notes 21 and 22.
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CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Estimated impairment of trade
receivables and other receivables

When there is objective evidence of impairment loss, the
Group takes into consideration the estimation of future
cash flows. The amount of the impairment loss is measured
as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate (i.e.
the effective interest rate computed at initial recognition).
Where the actual future cash flows are less than expected,
a material impairment loss may arise. As at 31 December
2017, the carrying amount of trade receivables and other
receivables are approximately HK$725,354,000 (2016:
HK$192,956,000) (net of allowance for doubtful debts
of approximately HK$3,504,000 (2016: HK$41,000))
and HK$293,783,000 (2016: HK$150,853,000) (net of
allowance for doubtful debt of HK$13,259,000 (2016:
HK$19,451,000)).

Income taxes

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

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debt, which
includes bank borrowings disclosed in Note 33, net of cash
and cash equivalents and equity attributable to owners
of the Company, comprising issued share capital and
reserves.

The directors of the Company review the capital structure
on a regular basis. As part of this review, the directors
of the Company consider the cost of capital and the
risks associates with each class of capital. Based on the
recommendations of the Directors, the Group will balance
its overall capital structure through the new share issues
as well as the issue of new debt or the redemption of the
existing debt.
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FINANCIAL INSTRUMENTS 6. ®RITH
CATEGORIES OF FINANCIAL T EER
INSTRUMENTS
Year ended Year ended
31 December 31 December
2017 2016
Bz H=E
—E—+tfF —E—RF
+=A=+—-8B +=ZA=+—H
ILFE LEFE
HK$’000 HK$’000
FTHERT FHEIL
Financial assets TREE
At amortised cost bize: (2] DN
Loan and receivables R R W IR
Trade receivables B 5 IR K 725,354 192,956
Deposits and other receivables e K HAbFE WA 315,541 172,898
Promissory note R - 65,200
Loan receivables JEWE - 165,000
Note receivable FEUL =i 67,692 =
Cash and cash equivalents ReERREEZEEDY 164,437 188,882
1,273,024 784,936
At fair value through profit or loss ZATEFAER
Financial assets at fair value BRATEFAERZ
through profit or loss TREE 59,900 48,631
1,332,924 833,567
Financial liabilities THaE
At amortised cost bive: i3] DN
Trade payables Z SRR 537,769 30,353
Other payables and accruals HAib BB R ERTFUIB 38,770 59,101
Bank borrowings RITIER 119,800 55,897
696,339 145,351
At fair value through profit or loss ZAVEFAER
Contingent consideration payable FERSARE 30,000 44,350
726,339 189,701
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6.

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES

The Group’s financial instruments include trade receivables,
deposits and other receivables, loan and loan interest
receivables, promissory notes, financial assets at FVTPL,
cash and cash equivalents, trade payables, other payables
and accruals, deposits received and bank borrowings.
Details of these financial instruments are disclosed in
respective notes. The risks associated with these financial
instruments include market risk (currency risk, interest rate
risk and price risk), credit risk and liquidity risk. The policies
on how to mitigate these risks are set out below. The
management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely
and effective manner.

Market risk

The Group’s activities expose it primarily to the financial
risks of changes in foreign currency, interest rates and price
risk.
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FINANCIAL INSTRUMENTS (Continued) 6. &Rl TH (s
FINANCIAL RISK MANAGEMENT CREREEEERBE
OBJECTIVE AND POLICIES (Continued) (##)
Market risk (Continued) himE R (&)
Market risk exposures are further measured by sensitivity Frm 2 5 R Ty A SR E D AT i —
analysis. There has been no significant change to the FrtE - AEBEEE 2 mi5ER jzﬁt””
Group’s exposure to market risks or the manner in which BRFERR 2T HEEAKE
it manages and measures the risk. Details of each type of SRR T
market risks are described as follows:
Currency risk Bz
Several subsidiaries of the Group have certain foreign AEBZETHBEBARBRES TINER
currency transaction, which expose the Group to foreign 5 LAEBEEEINE R
currency risk.
The carrying amounts of the Group’s USD denominated RMEBR AEEUETIHECER
monetary assets and monetary liabilities at the end of EEMNEEEENERRAENT
reporting period are as follows:
Liabilities Assets
BE
2017 2016 2017 2016
“E-tf —E-RF “E-tF —ERE
HK$'000 HK$'000 HK$’000 HK$'000
THz FHL THT FHT
Usb e 451,176 - 502,374 206

The Group currently does not have a foreign currency
hedging policy. However, the management has closely
monitored the Group’s foreign exchange exposure and will
consider hedging significant foreign currency risk should
the need arise.

Sensitivity analysis

As HK$ is pegged to USD, the financial impact on
exchange risk is exposed to be insignificant.

2N 5% [ 38 5 30 48 A AT SNBSS0 BCSR - A
m EEEeREEEASEZIMNER
B BB EE B E D ERIINERE

A
HRRE DT

F 7 T R SR T H 8 - B K R B 6 B

FEWIREK-
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6. FINANCIAL INSTRUMENTS (Continued) 6.

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Interest-rate risk

Except for certain interest-bearing loans and advances
to third party and bank borrowings, the Group has no
significant interest-bearing assets and liabilities. The
Group’s income and operating cash flows are substantially
independent of changes in market interest rates. Bank
borrowings issued at variable rates expose the Group to
cash flow interest-rate risk. The loans and advances to third
party issued at fixed rates expose the Group to cash flow
interest-rate risk. Details of the Group’s bank borrowings
have been disclosed in note 33 to the consolidated
financial statements.

The Group has not entered into any interest rate swaps to
hedge its exposure to interest risks.

The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of PRC Loan Prime Rate
arising from the Group’s RMB borrowings.

Interest rate profile

The following table details the interest rate profile of the
Group’s borrowings at the end of the reporting period:

ST H )

CREAREERERER
(%)

5 E B (&)

FIEmEmR
BRETFRE=ZFELH 2T EERERER
RRIEEIN KRB mE A BE
ERBBE-AEBZRARKER SR
BEABEB YIRS E L #F R
PAMEFHCBRITEEEASEEEER
eRnEMNERR - ZREEMNERE=7
B ERRBREAERAN RS R
;%‘JTH BERAKRBERITEEZHF
BEERERE BRI 334K ER o

AN 6% B 8 5] M AT A B 2R 4 H DA 0o B
82 M R ER

AEBEZReREFNKEAKREZEPR
AEBz NREEEMEEZFBEER
EEFIE R -

TERANAKEEERREAR 2 F
B

2017 2016
—E2—tF —ERF

Effective Effective

interest interest
rates HK$’000 rates HK$'000
BERF = TR BERA= TR

% %

Variable rate borrowings: BEANEEE:

Bank borrowings RITEE 6.09 119,800 5.52 55,897
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FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Interest rate profile (Continued)

At 31 December 2017, it is estimated that a general
increase/decrease of 100 basis points in interest rates
would increase/decrease the Group’s loss after tax and
accumulated losses by approximately HK$1,198,000
(2016: approximately HK$559,000).

Sensitivity analysis

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred
at the end of the reporting period and had been applied to
the exposure to interest rate risk for non-derivative financial
instruments in existence at that date. The 100 basis
points increase or decrease represents management’s
assessment of a reasonably possible change in interest
rates over the period until the end of the next annual
reporting period.

Price risk

The Group did not have investments in equity securities for
treasury purpose and therefore is not exposed to equity
price risk. The management has a policy to monitor the
Group’s exposure to price risk by maintaining a portfolio of
investments with different risk and return profiles and will
consider hedging the risk exposure should the need arises.

Crediit 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 provided by the Group is arising from the
carrying amount of the respective recognised financial
assets as stated in the consolidated statement of financial
position.

The Group has concentration of credit risk as 14.8% (As at
31 December 2016: 33.6%) of trade receivables due from
the Group’s largest customer of the Group. The Group’s
concentration of credit risk by geographical locations is in
Hong Kong (2016: PRC), which accounted for 66.1% (As
at 31 December 2016: 33.6%) of total trade receivables as
at 31 December 2017.

6.

re M RAERME

tFEFZA=F—HIUFE

S T H )
SREBREEEERHRE

(%)
™15 EL bR (&)

FIEBEI (1)
NR-ZEBE—+E+-_A=+—8 s
W 5 B B8 FI) R 18 0,8k 4210018 2 2 1%
B ROAERRREBEERETR
518 491,198,000/ 7T (= ZE — /XN F : &Y
559,000/ 7T ) °

FRED T

BB S BT T B R F R SR MR
R HTEE AR KR BEE
2 TR T A2 FIR AR %100
EE B 2 3 O 4 O R A

WEIRE T — A EREHRA BT
IR #8-
15 58

REE W EAER B IRERRARE

B EAZRANERER - EEERTA
BRERAKEEBERER BEFER
e M ERERTRNKERS  LHR
BERERZEETEERR -

=B E
RIB—+F+-_A=+—RB F&E
AR UG AREBITEE (AKED 5
It 1E B 68 ) T AT BE T B B IS B 1R Y &%
EEEHA R R & B R 3% P P
AMEIRE MR épﬂﬁ?ﬁ’]&%ﬁ@ﬁ’ﬁ?io

AREBRE HREWEZTMEE14.8% (K
—ZT— /\¢+ A=+—H: 336%)E’J

SHEERR ZFEZHRKERTIE
HﬂZZIS‘iIE’JFK%}EZI e NEHZ
SPEERR (REFE)RAEFE

(ZZE— /\¢ RED)  (ERZE—+F
T A=+ HZE SERERAEN
66.1% (R—ZE—XF+-_A=+—8:
33.6%) °
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6.

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Credit risk (Continued)

In order to minimise the credit risk, the management of
the Group has reviewed the recoverable amount of each
individual trade receivables, other receivables, promissory
note, loan and loan interest receivables at the end of the
reporting period to ensure that adequate impairment losses
are made to irrecoverable amounts. In this regard, the
directors of the Company consider that the Group’s credit
risk is significantly reduced.

The Group deposited its cash and cash equivalents
and invested its other financial assets investments with
approved and reputable bank. Bankruptcy and insolvency
of the bank may cause the Group’s right with respect to
cash and cash equivalents held to be delayed or limited.
Management of the Group monitors the credit rating of
these banks on an ongoing basis, and considers that the
Group’s exposure to credit risk at 31 December 2017 and
31 December 2016 were minimal.

Further qualitative data in respect of the Group's exposure
to credit risk arising from trade receivables disclosed in
Note 26 to the consolidated financial statements.

Neo Telemedia Limited FE I EEEBE R A
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For the year ended 31 December 2017 EZ —=F
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. AT .
FINANCIAL INSTRUMENTS (Continued) 6. R T H )
FINANCIAL RISK MANAGEMENT cRAKREEEERBE
OBJECTIVE AND POLICIES (Continued) (#&)
Market risk (Continued) 1% B bR (@)
Liquidity risk TR E L)
In management of the liquidity risk, the Group monitors and EEBRE éf b BEFR  RNEH
maintains a level of cash and cash equivalents deemed FEETHIFE Ii J" RAETHNEE R
adequate by the management to finance the Group’s ReEEYKE AEASBEREERE
operations and mitigate the effects of fluctuations in cash ﬁ@lﬁﬂfﬁfﬁﬁ//mﬂi@}ﬁ’]?ys
flows.
The following table details the Group’s remaining TRAMIBRAEEFTECRBER
contractual maturity for its non-derivative financial liabilities. THEHAME BB -ZRDIZSBAE
The table has been drawn up based on the undiscounted RAKE A e EREEN&T A HH
cash flows of financial liabilities based on the earliest date AUBRBEREAEERE - ZXET
on which the Group can be required to pay. The table THEEAERERE - WF A ﬁ%?%
includes both interest and principal cash flows. To the FEE R BRURECERENRS
extent that interest flows are floating rate, the undiscounted RZFEBGETES L -
amount is derived from interest rate curve at the end of the
reporting period.
The table includes both interest and principal cash flows. EBBEMNBRASHRESRE - WH B
To the extent that interest flows are floating rate, the MERFEEE  BIRMIIBESERER
undiscounted amount is derived from interest rate curve at WMEHARFEMBEATESL -
the end of the reporting period.
Weighted Within More than More than Total
average 1 year 1 year but 2 years but More contractual Total
effective oron less than less than than  undiscounted carrying
interest rate demand 2 years 5years 5 years cash flow amount
MEFY 1FERR 150 2 E ENRER RREE
ERAE RER  EENT ESEMT SENE  4%EHE %
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% T THR T T THR T
At 31 December 2017 —Z2-t#+=B=t-H
Non-derivative financial liabilities ~ ¥4 &RE &
Trade payables B EARR - 537,769 - - - 537,769 539,769
Other payables and accruals Hith BB R B RE - 38,770 - - - 38,770 38,770
Bank borrowings RITER 6.09% 123,255 - - - 123,255 119,800
699,794 - - - 699,794 698,339
At 31 December 2016 ZZ-RE+tZA=t-H
Non-derivative financial liabilities FTEERAR
Trade payables ZHEMER - 30,353 - - - 30,353 30,353
Other payables and accruals i A FIE R B IR - 59,101 - B - 59,101 59,101
Bank borrowings RITHER 5.66% 58,270 - - - 58,270 55,897
147,724 - - - 147,724 145,351
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6. FINANCIAL INSTRUMENTS (Continued)

FAIR VALUE OF FINANCIAL
INSTRUMENTS

The fair value of financial liabilities are determined as
follows:

° the fair value of 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 value of financial liabilities (excluding
derivative instruments) is determined in accordance
with generally accepted pricing models based on
discounted cash flow analysis;

° the fair value of derivative instruments is calculated
using quoted prices. Where such prices are not
available, use is made of discounted cash flow
analysis using the applicable yield curve for the
duration of the instruments for non-optional
derivatives, and option pricing models for optional
derivatives; and

° the fair value of financial guarantee contracts is
determined using option pricing models where the
main assumptions are the probability of default
by the specified counterparty extrapolated from
market-based credit information and the amount of
loss, given the default.

@ Neo Telemedia Limited FE I EEEBE R A
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FINANCIAL INSTRUMENTS (Continued) 6.

FAIR VALUE ESTIMATION

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Level 1 to Level 3
based on the degree to which the fair value is observable.

ST H

AT @3
TREHRRIFERRRAFEFEZ
ERTEZAN HREAFEATESE
REDRE-—REFE=R-

Level 1 Level 2 Level 3 Total
E-% S EZR @zt
HK$'000 HK$'000 HK$'000 HK$'000
TAT TET THT TAT
31 December 2017 “E2-tF+=A=+-H
Assets BE
Financial assets at fair value BAFEFAERZ
through profit or loss SREE - 59,900 - 59,900
Liabilities =L
Contingent consideration BASARE
payable - - 30,000 30,000
31 December 2016 ZB-RE+tZA=t-H
Assets EE
Financial assets at fair value BAFEFAERZ
through profit or loss SREE - 48,631 - 48,631
Liabilities =L
Contingent consideration EREARE
payable - - 44,350 44,350

There were no transfer between level 1, 2 and 3 in both
years.

RRAEFE F—R F_RARE=&
Z A AR AT

Annual Report 2017 —E—t £ £ 3] @



Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

6. FINANCIAL INSTRUMENTS (Continued) 6. &Rl TH (s
FAIR VALUE ESTIMATION (Continued) DN FEME (@
Some of the Group’s and the Company’s financial assets AEBERARBZEDESREE RSB
and financial liabilities are measured at fair value at the BERESHRERRZAFEESE-TX
end of each reporting period. The following table gives B ER NI EETZSsREER DM
information about how the fair values of these financial BEZAFE (LERHMERNMGER
assets and financial liabilities are determined (in particular, T s AE) 2 E e

the valuation technique(s) and inputs used).

Fair value as at

RTIBHZALE
Valuation
Financial assets 31 December 31 December  Fair value techniques and  Significant
and liabilities 2017 2016  hierarchy key inputs unobservable inputs
“E-tF —ERF RERMR
EREERAR +=A=+-B +ZA=t—-H AVEER EGAE EATHHERAE
HK$’000 HK$'000
THT T
Financial assets at 59,900 48,631 Level 2 Quoted price for ~ Expected return of the investment
fair value through identical assets by reference to similar products
profit or loss in market that in the markets
are not active
BRTHEFARR & HREEEHE L2EMHENERL
LEREE BHsnRE REBHRER
Contingent (30,000) (44,350) Level 3 Discounted cash  Derived using discounted
consideration flow method cash flow approach at a rate of
payable 18.26%
ERRARE E=R HAREMEZE  1&18.26% L EHARH

RERBEFH
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FINANCIAL INSTRUMENTS (Continued) 6.

RECONCILIATION OF LEVEL 3 FAIR
VALUE MEASUREMENTS

ST H

BZRDXFEFTEZHRER

Contingent
Consideration

Payable
FERSANKE
HK$’000
FAT
At 1 January 2016 RZE—RFE—HA—H -
Acquisition of a subsidiary Y B8 — RS BT B 2 B) 38,321
Total loss in profit or loss BmAZ BIBRRE 6,029
At 31 December 2016 and 1 January 2017 R=-Z—XR"E+-A=+—80K
R-—ZE—tH&—H—H 44,350
Settlements BB (20,000)
Total loss in profit or loss BaAZBHBRE 5,650
At 31 December 2017 R=-ZE—tHFE+=A=+—H 30,000
TURNOVER 7. EEFE

Turnover represents the net amounts received and
receivable for goods sold or services provided by the
Group to outside customers, less returns and discounts
and sales related taxes.

An analysis of the Group’s turnover for the year is as
follows:

LBEBRAKRBRIINSEFPHEEYK
PR AR TS 2 B MR B8 R TR B - A
BRARE TN HEEARIEA -

AEBMERNEXEITWT

2017 2016
—E—+tF —E—RF
HK$’000 HK$’'000
FET FET

Sale of telecommunication products $HE BAEm MRS
and services 1,097,916 2,429,088
Internet finance platform EEEesmIES 108,273 72,873
Others HAh 8,583 11,884
1,214,772 2,513,845
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8. OTHER INCOME AND GAINS

An analysis of the Group’s other income and gains for the

years as follows:

tFEFZA=F—HIUFE

H 4 A R s
A EBE RN RIS DT -

2017 2016
—E—+F —E—RF
HK$’000 HK$ 000
FTET FHET
Bank interest income RITHAIEHA 147 271
Gain on deregistration of a branch BUBEZ R — M2 RalE - 1,277
Government subsidy B2 BL 3,808 3,648
Written back of other payable B [ H i 5 50E - 10,080
Other interest income H b F) B UA 13,036 3,841
Loss on early redemption of REELOTREEEEE
convertible notes - (54)
Recovery of debts from e 2 &M E A A
disposed subsidiaries 2B 11,516 =
Sundry income LSS N 369 810
28,876 19,873

SEGMENT INFORMATION

Information reported to the board of directors of the
Company, being the chief operating decision maker, for
the purposes of resource allocation and assessment
of segment performance focuses on types of goods or
services delivered or provided. This is also the basis upon
which the Group is organised and managed.

Specifically, the Group’s reportable and operating segments
under HKFRS 8 are as follows:

- Sale of telecommunication products and services

- Internet finance platform

The Group reportable segments are strategic business
units that operate different activities. They are managed

separately because each business has different markets
and requires different marketing strategies.

Neo Telemedia Limited P EFEEEEEFIR A A

DB

RERDERDBERBAFEMAEAR

E (Eﬂi%"‘é%&%ﬁﬁ%)i&%z,ﬁ
B SRR RN SRE ZERE RS
Z*W” WIRAAEEMABNER ZE

mE ARER E?E *ﬁﬁ‘k#&%ﬁ

AEBZAZBNBIKETRES 2
REUEXBEML - AREXHEE TR
M5 BRAR 2T 5 HERERE &7
ERSBETHEFERE



Notes to the Consolidated Financial Statements

o & BT SR R M A

For the year ended 31 December 2017 # 7= —F—+F+ = F=—+—HIFFE

SEGMENT INFORMATION (Continued) =1

SEGMENT REVENUES AND RESULTS

The following is an analysis of the Group’s turnover and RO Z2REKEnHEs s A KB &
results by reportable and operating segments: XBREESTHET
Sale of telecommunication
products and services Internet finance platform Others Consolidated
BESRERRBE ERELRTA Hit Ga
2017 2016 2017 2016 2017 2016 2017 2016
—E-tf 3Rk —E-t% 3Rk —EB-t% 3Rk —E-t% ke S 3
HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEx TEr TEx TEn FAT FAL FAT b
Turnover B¥E 1,097,916 2,429,088 108,273 72,873 8,583 11,884 1,214,772 2,513,845
Segment results AEER 34,343 91,125 29,482 43,934 (3,932 (1,028 59,893 134,031
Interest income FIBHA 13,183 27
Galn on disposal of subsidiaries HERBARZKE 8,960 143,229
Recovery of debts from disposed BEBHENBARZ
subsidiaries & 11,516 =
Impairment loss recognised in respect of 3t 3 ZEER 2 HERE
promissory note - (22,800)
Share of results of joint venture EEAEEEE (106) -
Unallocated corporate expenses FRABRAARR (25,719) (23,543)
Unallocated finance costs FOBRBERER - (8,222)
Proft before tax BHRAER 67,727 222,966
Income tax expense FBHAX (14,667) (20,779)
Profit for the year FREF 53,060 202,187

Note: Others represent other operating segments that are not
reportable segments under HKFRS 8, which include logistics
related business software development, and loan financing
business.

Segment revenue reported above represents revenue
generated from external customers. There was no
inter-segment sales in both years. The accounting policies
of the operating segments are the same as the Group’s
accounting policies described in Note 3. Segment results
represent the profit or loss from each segment without
allocation of interest income, central administration costs,
directors’ emoluments and finance costs. This is the
measure reported to the chief operating decision maker
for the purposes of resource allocation and assessment of
segment performance.

Mist: HiabigEmKESE RIZEEBHE
HREERESRWFERATZ RS A
ETEW//\L*H%@%%$A1¢B§€§ KE &

EXEHRcDBREERBIBELZ
W -mEFEHRES BRHEE L2
DG R EM E3F I 2 AR E
S BRRBAR D BREREREEN R
‘\'%‘J%Eﬁﬁi'ﬂl,m EEﬂ,_\HM\ F

\
\ 7

Ediﬁﬁ PR BREAFEMAEE
RERREETERZITE
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. INKF SR
9. SEGMENT INFORMATION (Continued) 9. DEEM W
SEGMENT ASSETS AND LIABILITIES PTEEEREE
The following is an analysis of the Group’s assets and AEBEAZRHECEERBESN
liabilities by reportable segment: wm
Sale of telecommunication
products and services Internet finance platform Others Consolidated
HETNERREH EREERTA Hit &E
2017 2016 2017 2016 2017 2016 2017 2016
- S 3 ZT-RXF CZB-tF 1% —E-tf X% —E-tf 5%
HKS'000 HK$'000 HKS'000 HK$ 000 HKS'000 HK$000 HKS'000 HK$000
Thx T THx T ThT T THT T
Segment assets DEEE 2,257,823 1426302 112,892 130,760 26,994 201,025 2,397,709 1,758,087
Unallocated corporate assets FARDAEE 107,755 94,713
Consolidated assets GREE 2,505,464 1,852,800
Segment liablies HEAE 792,226 272828 49,732 23432 13,334 6,459 855,002 302,719
Unallocated corporate liabilities FAEATARE 3,430 2574
Consoldated libiltes SARE 858,722 305,293
For the purpose of monitoring segment performances and REEDBRNRRARDBEHEZERIE

allocating resources between segments:

o all assets are allocated to operating segments other °
than unallocated corporate assets (mainly comprising
certain of prepayments, deposits and other
receivables); and

° all liabilities are allocated to operating segments °
other than unallocated corporate liabilities (mainly
comprising receipts in advances, contingent
consideration payable and other payables and
accruals).

Neo Telemedia Limited FE I EEEBE R A
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SEGMENT INFORMATION (Continued) 9. DEEEF )

OTHER SEGMENT INFORMATION Htt o HEH
Sale of telecommunication
products and services Internet finance platform Others Unallocated Consolidated
HEERERRER EB@eRTA i EiL) B
2017 2016 217 2016 2017 2016 2017 2016 2017 2016

et CRRF 0 Z¥-tf SRR ZR-tE DR CR-tE SRR CR-tE SRR
HK$ 000 HK$'000 HKS'000 HK$000 HKS'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000

47 TER Th% i1 57 7 47 7 Th7 iR

Amount included in the measure of HEABEENRE

Seqment results heg
Captal expenditure BAER 195,182 594,063 740 1,087 6,907 - 164 213 202,993 597,285
Depreciation of property, plant and equipment 1% * BE Rk 1T & 14,236 4435 1,211 293 2,847 - 1,890 1,449 20,184 6,177
Amortisation of intangible assets BVAERYE 33,494 33516 2459 2454 235 = - = 36,188 35970
Amortisation of prepaid lease payments 616 - - - - - - - 616 -
Impaiment loss recognised in respect of

promissory note - - - - - - - 22,800 - 22,800
Impaiment loss recognised in respect of

trade receivables 3,260 - - - - - - = 3,260 -
Capital expenditure for the year ended 31 December HE-_ZT—+F+-A=1T—BLEFE
2017 includes additions of an insurance brokerage license HNEAFAXBRERBELEBIRE R
and prepaid lease payments amounting to approximately T & FRIB 5 Rl 49 51,568,000 T
HK$1,568,000 and HK$41,099,000 respectively. K.41,099,000/% It °
Capital expenditure for the year ended 31 December HE-_Z—R"F+A=+—HBLFE
2016 includes acquisition of assets through business MNEARZBRBBEBEH EER
combinations of approximately HK$192,297,000. B8 #5192 ,297 00078 JT °
Amounts regularly provided to the chief operating decision FHREHTEIELEAREETIEER
maker but not included in the measure of segment results DHEEBIDBREEFENSE:
or segment assets:

Sale of telecommunication
products and services Internet finance platform Others Unallocated Consolidated
EETHERRES EBBLRTA st #58 g4
2017 2016 2017 2016 2017 2016 217 2016 2017 2016

Z§-tfF  ZI-F ZE-tf T-RF ZE-tfF ZIF ZE-tF 0 ZT0F DBt T
HKS'000 HKS'000 HKS'000 HKS 000 HKS'000 HKS 000 HKS 000 HK§'000 HKS 000 HK$'000

TEn Fin TEn Tin Fin TR T FERL TR TEn
Interest income FEHA 10,660 185 xa 4 2 9 2494 28 13,183 o
Finance costs E: 3,884 2,134 - - - - - 8222 3,884 10,356
Income tax fexpense/credit (5,834) (10,791) 8871) 9.989) 3 - - - (14,667) (20,779)

Annual Report 2017 —E—t £ £ 3]



Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

9. SEGMENT INFORMATION (Continued)

OTHER SEGMENT INFORMATION
(Continued)
Information about major customers

Turnover from major customers of the corresponding year
contributing over 10% of the total turnover of the Group
are as follows:

DEER (#)
HttoEER (®)
FTEERZER

RIBRFEIE AN RE RS XBEEIE10%
MREBEERPZEXEMT

2017 2016
—E—+tF —E—RF
HK$’000 HK$'000
FET FAT
.3Customer A TSEEA 134,184 =
.2Customer B 2R ER - 501,555
' 2Customer G 12 BC - 758,587
134,184 1,255,142

1 Sale of telecommunication products and services L HE BAEm &R

e No information on revenue for current year is disclosed
for these customers since none of them contributed
10% or more to the Group’s revenue for the year ended
31 December 2017.

< No information on revenue for prior year is disclosed for this
customer since this customer contributed less than 10% to
the Group’s revenue for the year ended 31 December 2016.

Geographical information

The Group’s operations are mainly located in Hong Kong
and the PRC.

Information about the Group’s revenue from external
customers is presented based on the geographical location
of the customer, and non-current assets information is
presented based on the geographical location of the
assets.

Neo Telemedia Limited FE I EEEBE R A
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SEGMENT INFORMATION (Continued) 9. DIEEF @

OTHER SEGMENT INFORMATION HibaBEER (4)

(Continued)

Geographical information (Continued) WEEH ()

The Group’s revenue from external customers and ZiEE D o AEERBINBE S 2K
information about its non-current assets by geographical m R BEEERSEE CERFMRNT

location are detailed below:

Revenue from

external customers Non-current assets*
RENMPEFHRA FRBEE"
31 December 31 December
2017 2016 2017 2016

“E—tF —E-REF
“E—tf “T-X"%¥ +ZRA=t-B T-HA=1+-H

HK$’000 HK$'000 HK$’000 HK$'000
TER TEI TERT AT
Name of the region HlE %
Hong Kong B 699,037 2,105,165 189,430 128,123
The PRC (excluding Hong Kong) Bl (T BIEEE) 515,735 343,922 1,000,589 798,736
South-east Asia RED - 64,758 - -
1,214,772 2,513,845 1,190,019 926,859
* Information about the Group’s non-current assets, other * FAAEE 2 IERBEE (R — M
than interests in an associate and a joint venture, is BRak—BEECEZERBRIN Z
presented based on the geographical location of the assets. BN NREEZWREIDET] -
. FINANCE COSTS 10. @& KR
2017 2016
—E—+tF ZE-RF
HK$’000 HK$'000
FET AT
Effective interest charged on convertible &t 7] ¥ A% Z #& U B 2
notes B S - 2,799
Interest on other payables E MR BRI B - 4,292
Interest on short-term loans REBERFE - 1,131
Bank loan interest expenses RITERFERI 3,884 2,134
3,884 10,356
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11. INCOME TAX EXPENSE 1. FIEHEX
2017 2016
—E—tF —E—RF
HK$’000 HK$’000
FHEx T
Hong Kong Profits tax BEREFEH

— Current tax —BIEARR I8 3,980 10,480
— Under provision for prior year - BAEFERETR 331 =
4,311 10,480

PRC Enterprise Income tax PRI XS
— Current tax —RVEATR 18 18,735 20,086
— Over provision for prior year —BAFEBEEE - (1,686)
18,735 18,400
Deferred tax (Note 34) EIERIE (M5E34) (8,379) (8,101)
Total tax expense THIAR S 4858 14,667 20,779

Hong Kong Profits Tax is calculated at 16.5% of the

estimated assessable profit for both years.

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.

Pursuant to the relevant laws and regulations in the PRC,
certain subsidiaries of the Company, being qualified as
a new and high technology enterprise, are eligible for a
preferential Enterprise Income Tax rate of 15%.

Neo Telemedia Limited FE I EEEBE R A

BAENBH LM EFE Rt R

i MIE T E16.6% 5 &

REDBECEMSTE([REREB
FDREEMBREERGN 8 -F
ENF-A—HE HENBARZHR

R E25% o

REBHBEBRADSOER  ARRET
MBARKAERSHEMEE A&
REBISRNEBEEMBIRHER-



Notes to the Consolidated Financial Statements

re M RAERME

For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

11. INCOME TAX EXPENSE (continued) 1. IS RE ST @)
The income tax expense for the year can be reconciled to FAFMGHAXTEGEERREMEE
the loss before tax per the consolidated statement of profit Wk AR A EESRAT

or loss and other comprehensive income as follows:

2017 2016
—E—tF —ZE-REF
HK$’000 HK$ 000
FEx FHT
Profit before tax B 3¢ B g A 67,727 222,966
Tax at domestic income tax REBREEREES R
rates applicable to profits in AR AR PTIS B R 2
the respective jurisdiction (note) SHERBIE (M) 8,478 35,852
Tax effect of share of results EheBahEREE L
of joint venture Hige 2 (16) -
Tax effect of expense not deductible MBBEME AU NRASL 2
for tax purpose Mgwe 20,319 4,662
Tax effect of income not taxable for BB s BARBTBAZ
tax purpose Bige 2 (18,622) (26,056)
Under/(Over) provision for prior year BEFEBEBEIRL
(FBEERE ) 331 (1,686)
Tax effect of tax losses not recognised RERHIBEEB HBETE 4,249 7,852
Tax effect of deductible temporary RERANBEREE 2
differences not recognised B e (72) 155
Income tax expense for the year FANFERARS 14,667 20,779
Note: As the Group operates in several different jurisdictions, Me: ARAEERZETRAEERLE
the tax rate applied in the tax reconciliation represents the X BIEHRER B R REFER
weighted average domestic tax rates of the individual tax ERVERER 2 MET AR B RAE -
jurisdiction.
Details of deferred tax are set out in Note 34. R IE 2 FEE R M 534 o
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12. PROFIT BEFORE TAX 12. Br A& F

2017 2016
—2—tF —E—RF
HK$’000 HK$'000
FHEx T

Profit before tax has been arrived BREADEMEHBRUAT

at after charging: B8
Staff costs, including directors’ BIRAN BEEEHE

remuneration (Note 14) (MI5E14)

— Salaries, wages and other benefits —EFHe ITEKREMBEF 36,476 38,034

— Contributions to retirement — R RAEFIFT B R

benefits schemes 3,122 2,756

Total staff costs 48 8 TR A 39,598 40,790
Depreciation of property, WE- -HEREZEITE

plant and equipment 20,184 6,177
Amortisation of intangible assets EEEHE 36,188 35,970
Amortisation of prepaid lease payments &1 0 & 208 # 616 =
Impairment loss recognised BAH RIBEHER

in respect of promissory note REEE - 22,800
Impairment loss recognised in respect of &t & 5 & U BR FUHE R

trade receivables BEEE 3,260 =
Exchange difference, net E =58 F 5 - (5)
Auditors’ remuneration Z BB &

- audit service —BEZIRB 1,160 1,080

— non-audit service —JIEEZRE 120 120
Minimum lease payments under operating % 2 KLEAEH

lease in respect of rented premises =ERBES TR 9,797 6,137
Cost of inventories recognised as expense 2 AR S 2 17 & KA 783,427 2,100,937
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Notes to the Consolidated Financial Statements

re M RAERME

For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

13. EARNINGS PER SHARE 13. BRAF
The calculation of the basic and diluted earnings per share RABEB ABEENGREARNR#EE
attributable to owners of the Company for the year is AR TR T 8RR E -

based on the following data:

2017 2016
—E— L F —ET—RF
HK$’000 HK$’000
FEx FHET
Profit for the year attributable to RAalEAANERER
owners of the Company and profit A & AR E B
for the purpose of basic and diluted ERRBERF 25T
earnings per share 40,905 192,009
2017 2016
—E—+tF —ZT—X
000 ‘000
T & T &
Weighted average number of ordinary RBRFEERERAF 2
shares for the purpose of basic T AR I RE Y9 B
earnings per share 9,528,844 9,528,844
Effect of dilutive potential ordinary shares: EEESE L@z &
Share options BB AR 7,196 37,057
Weighted average number of ordinary AR BEEREERFN 2
shares for the purpose of diluted LBAT INRE 5 &
earnings per share 9,536,040 9,665,901
The computation of diluted earnings per share for the years BE-_T—+tER-E—X E+=HA
ended 31 December 2017 and 2016 does not assume the —t+t—HUIEFEZEREERFFEL
exercise of certain share options since the exercise prices HmEEETEREETE EREBTE
are higher than the average market share price. BN mIEIRE-
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14. DIRECTORS’ REMUNERATIONS 14. 2 5 i

2017 2016
—Z-t% ZE—RF
Salaries, Contributions Salaries,  Contributions
wages to retirement wages to retirement
and other benefits and other benefits
Fees benefits schemes Total Fees benefits schemes Total
4 IE8R RBUKER ¢ 18R RINEF
Names of directors j 3.2 ne HibER g (1 FH e Hib@F RELS @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHAT T TRT T FiEn FET FiEr FiET
Executive directors: YTES:
Mr. Zhang Xinyu RHFEE 60 1,085 36 1,181 60 900 30 990
Mr. Lian Xin (Note a) Rk (Ksta) - - - - 6 - - 6
Mr. Cheung Sing Tai REEEE 240 1,545 36 1,821 240 1,808 30 2,078
Mr. Xu Gang hEsE 120 244 10 374 120 270 6 396
Mr. Tao Wei (Note €) Fafe k4 (Fiite) 63 338 - 401 - - - -
Mr. Zhang Bo (Note €) FR &4 (Hste) 63 203 10 276 - - - -
Non-executive director: FHTES:
Dr. Lie Haiquan (Note f) S L (BES) - - - - - - - -
Independent non-executive BUFHITES:
directors:
Mr. Leung Ka Wo (Note b) RFRMEE (Hitb) - - - - 153 - - 153
Ms. Xi Lina ZEBL 144 - - 144 138 - - 138
Mr. Chou Jianzhong (Note c) REREE (FFc) - - - - 42 - - 42
Mr. Huang Zhixiong EEHEE 124 - - 124 120 - - 120
Mr. Zhang Zihua (Note d) RYERE
(ZHANG Zihug) (FfizEd) 172 - - 172 47 - - 47
986 3415 92 4,493 926 2,978 66 3,970
Notes: P &L :
(a)  Retired on 1 April 2016 @ RZTE—AFEA—HRMFE
(b)  Resigned on 15 September 2016 b) RZZE—R"FENLA+RAEE
()  Retired on 1 April 2016 © RZTE—AFEA—HRMFE
(d)  Appointed on 20 September 2016 ) RKRZZE—XRFALAZ-T+HEZF
(e)  Appointed on 22 June 2017 e RZZE—tFNAZ+-HEZE
()  Appointed on 31 May 2017 Hh RKR-ZZE—+tFRA=+—HEZ®E
Mr. Cheung Sing Tai was also the chief executive officer of KREREENERAARRITHER £
the Company and his emoluments disclosed above include NFBEBE HFWEREEREEZE T
those for service rendered by him as the chief executive —tFERZFE-—RFT+A=+—HL
officer for the years ended 31 December 2017 and 2016. FREETITHRARIRERE O -
* for identification purpose only * EHEF

Neo Telemedia Limited FE I EEEBE R A
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DIRECTORS’ REMUNERATIONS

(Continued)

There was no arrangement under which a director waived
or agreed to waive any emoluments in respect of the year
ended 31 December 2017 (2016: nil).

During the years ended 31 December 2017 and 2016,
no emoluments was paid by the Group to the directors of
the Company as an inducement to join or upon joining the
Group, or as compensation for loss of office.

INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, two (2016: two) were directors of the Company
whose emoluments are included in the disclosures above.
The emoluments of the remaining three (2016: three)
highest paid individuals during the year were as follows:

14.

15.

EEHMW )

BE_T—tHF+-A=1+—HBLFE"
BMESERRLARERETOHNE 2R
B(ZT—RF &)

BE-ZT—+tFRZF—X~"FT=A
=t+—HALEFE - AEBIEEAARRF
EEINEMME  ERMASENA
RNEBEF 2 REN A AR E -

=z
B 12 7 B

ERIA=L

rEBRERSFMERNA LA MH
(ZE—RE WMB)BARREE ®
EZFMERLEXHE-FA - EHr=
H(ZE—XF ZR)BRaFHER A
T2 HMT

2017 2016

—E—+tHF —E—RF

HK$’000 HK$’'000

FHET AT

Salaries, wages and other benefits Fe IEREMETR 2,301 3,307
Contributions to retirement RRTE FET 2 R

benefits schemes 44 74

2,345 3,381
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15. INDIVIDUALS WITH HIGHEST 15.
EMOLUMENTS (Continued)

The emoluments of the remaining three (2016: three)
highest paid individuals fell within the following bands:

5= 1= o E B A £ o)

HBR=2 (2T RF: =ZR) K%M
ERIA L Z R FIATEHER :

2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
FE&T FHET
Emolument bands Zr e

Nil to HK$ 1,000,000 = 21,000,000/ 7T 2 1

HK$1,000,001 to HK$2,000,000 1,000,001 T2
2,000,000/ T 1 2

During the year, no emolument was paid to the five highest
paid individuals as an inducement to join, or upon joining
the Group, or as compensation for loss of office (2016: Nil).

At 31 December 2017, the directors of the Company
held share options under the Company’s share option
schemes. Details of the share options are disclosed under
the paragraph “Share option schemes” in the report of the
directors and Note 36.

16. DIVIDENDS 106.

Subsequent to the end of the reporting period, a final
dividend in respect of the year ended 31 December
2017 of 0.38 HK cent (2016: 0.38 HK cent) per ordinary
share, in an aggregate amount of HK$36,184,000 (2016:
HK$36,210,000) after accounting for the cancellation of
6,660,000 ordinary shares repurchased during the period
from 1 to 14 February 2018, has been proposed by the
directors of the Company and is subject to approval by the
shareholders in the forthcoming general meeting.

The final dividend proposed after the end of the reporting
period has not been recognised as a liability at the end of
the reporting period.

During the year ended 31 December 2017, final dividend
in respect of the previous financial year of 0.38 HK cent
(2016: Nil) per ordinary share, in an aggregate amount of
HK$36,210,000 (2016: Nil) was approved and paid.

Neo Telemedia Limited P EFEEEEEFIR A A
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17. PROPERTY, PLANT AND EQUIPMENT 17. % W= k& iE

Data center
Leasehold Office Furniture Motor Traffic and  Construction
Buildings  improvements equipment  and fixtures vehicles signboards machinery in progress Total
BERLR
BF HENEEE  HOERE FARZE RE  RBETR e ERIR @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL Thr TER TAT TET Thr TAR TAR TAL
Cost BA&
At1 January 2016 RZZ2-~¥-F-H 20,669 1,365 15,987 10,268 1,165 23,290 - - 72,744
Exchange realignment EXHE (3,615) (426) (2,221) (259) (296) (1,477) (2,929) 7179 (18,396)
Addttions wE 70,501 10,750 6,160 846 8,237 - 89,302 219,082 404,878
Acquired on acquisition of RREHBLEAMEA
subsidries (Note 7(c) (W3E37(0)) - - 5678 - - - - - 5678
Disposal of subsidiaries HERBAR (H538(0)
(Note 38(c)) - (62) (876) (6,324) - - - - (7,262)
At 31 December 2016 and
1 January 2017 87,555 11,627 24728 4,531 9,106 21,813 86,379 211,903 457,642
Exchange realignment 6,719 1,076 3,144 260 904 245 21,367 8,391 42,106
Additions 7,238 6,237 5713 285 5276 - 30,909 104,698 160,326
Transfer from construction HEERIR
in progress - 786 - - - - 212,991 (213,777) -
Disposal of subsidiaries HEMB AR
(Note 38(a) & (b) (H3238(8) R o)) - - (14,117) (506) (398) (22,058) - - (37,079)
At 31 December 2017 RZF-tF+-A=+-H 101,512 19,726 19,468 4540 14,888 - 351,646 111,215 622,99
Accumulated depreciation RTERAE
and impairment
At 1 January 2016 R_B-"¥-A-H 491 1,247 14,647 3718 an 23,290 - - 43,864
Exchange realignment EXAZ (61) (182) (1,863) (60) (28) (1,477) - - (3,671)
Provided for the year FhRE 950 1414 2,846 818 149 - - - 6,177
Disposal of subsidiaries HERBAR (H380)
(Note 38(c)) - (62) (630) (2,698) - - - - (3,390)
At 31 December 2016 and
1 January 2017 1,380 2417 15,000 1,778 592 21,813 - - 42,980
Exchange realignment 351 303 2,334 95 181 245 326 - 3,835
Provided for the year 4,064 3734 3716 439 2,983 - 5248 - 20,184
Disposal of subsidiaries HEHBAR
(Note 38(a) & (b)) (F3E3818) R (o)) = - (14,043) (505) (398) (22,058 - - (37,004)
At 31 December 2017 R-F-tF+-A=+-H 5,79 6,454 7,007 1,807 3358 - 5574 - 29,995
Carrying values REE
At 31 December 2017 RIZ2-t#+Zh=+-H 95,717 13272 12,461 2733 11,530 - 346,072 111,215 593,000
At 31 December 2016 RZF-~F+-A=+-H 86,175 9210 9728 2753 8514 - 86,379 211,903 414,662
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18. PREPAID LEASE PAYMENTS 18. BN HE KA
Prepaid lease payments represent 50-year land use rights FENEERBEENR -t F— A 3H
in the PRC expiring on January 2067. This payment is Z B 2 505 L Hb {5 AR R o RZ BKIE R
recognised as an expense over the leasehold period. HEHERARZ -
HK$’000
T
At 1 January 2016, 31 December 2016 and R-ZT— R F—H—H  —_ZT—X<F
1 January 2017 +ZA=+—RAk=ZE—+t&—H—H -
Addition of prepaid lease payments TETH & SRIE I 0 41,099
Amortisation of prepaid lease payments FENHEERIBE
(Note 12) (Kt3E12) 616)
Exchange alignment ME W S 2,468
At 31 December 2017 R=ZB—tHF+=A=+—H 42,951
Analysed for reporting purposes as: HmEME 20 :
HK$’000
FET
Non-current assets EMENEEE 42,129
Current assets included in prepayments, FTABNRE e REMEURGIEZ
deposits and other receivables MBEE 822
42,951
Medium-term lease FHIRE 42,951
19. INTERESTS IN AN ASSOCIATE 19. R—MEEE AR 2 s
Year ended Year ended
31 December 31 December
2017 2016
Bz H=E
—E—tF —E—RF
t=A=+-8 +-A=+—"H
ILFE HFE
HK$’000 HK$’000
FERT FAET
Cost of investment in an associate R—EBE QT2 REKAE
Unlisted (3E k) = =
Share of post-acquisition loss and FEAG U fE 12 B 1R K
other comprehensive income Hip 2 mdzs - -
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For the year ended 31 December 2017 EZ —=F

..V-Aﬁﬁﬁiﬁ%fiﬁé‘

—tFF A= HUFE

= N\ 7/

Py -
19. INTERESTS IN AN ASSOCIATE (Continued) ~ 19. 7> —[E B & A m Z TR
At 31 December 2017 and 2016, the Group had interest in » = 35 tERZE-XRFT =
the following associate: =+—H XxEER L/( —Fﬂa’ﬁ EWNGIE ﬁ
R
Nominal value Proportion of
Country of Principal of paid up nominal value of
Class of incorporation/ Place of issued issued capital held Proportion of
Name of entity shares held registration operation share capital by the Group voting power held Principal activities
HRBEA AEEBEERT
BE2R BERGEN RI/EMER IREERY RAEE RAZEELA BERZELA TEER
2017 2016 2017 2016
“8-tfF CZE3-RF ZB-tf CZT-7%
China Orient Space Ordinary British Virgin Hong Kong USD100 - - - - Investment holding
Communications slands
Ltd (Note i)
China Orient Space LBk EBRAHE i 100%7T - RAER
Communications Ltd
(GED)
BRRHFEEHE  Ordinay PRC PRC - - - 40% 40% Applcations of
BRAF (Note i) Cloud Computing
and e-commerce
business
LRk 7 FE EHERRRETHS
AR AR (i)
Notes: BT 5
i The associate was disposed of during the year ended [ BEANTRBEE-_T—AF+=A
31 December 2016. For details, please refer to Note 38(c). —t+—HIFEHE - BHFE F2
BB 5E38(c) °
i, BEFRBEEEE AR QA was incorporated during i ERRUHEEZHEARARRESR
the year ended 31 December 2015. Up to the date of —E-RFE+ A=+ -HALFEFE
this report, the Group has not completed the capital MRS - B E R HH - AR E i R
contribution, for details, please refer to Note 40 for the TREE BRERNEAEZEBH
amount of capital commitment. 15 B2 HE W40 -

The summarised financial information in respect of the

BRASEBERRPBER 2BRE

Group’s associate is set out below: R
Year ended Year ended
31 December 31 December
2017 2016
HE-Z—t§5 HEZZT %
+ZA=t+t—-H +ZHAH=+—H
LFE HFE
HK$’000 HK$'000
FTHER FET
Total assets BEE - -
Total liabilities wAEE - =
Net liabilities BE¥E - -
Group’s share of net assets of the associate ~ ANEBEEEE & AR EEFE - -
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19. INTERESTS IN AN ASSOCIATE (Continued) 19. R—fEBE ARl 2 ()
2017 2016
—ZE—+tF —E—X
HK$’000 HK$’000
F#ET FET
Total revenue BN = =
Total loss for the vear FRNEEE - =
Total comprehensive loss FHEE LS - =
Group’s share of loss and FAREEEGHBERR)Z
other comprehensive loss of BELEMEEESE
associate for the year - i
2017 2016
—E—+tF ZE-RF
HK$’000 HK$’000
F#ET FAT

The unrecognised share of
loss of the associate

REER RS QAR

31 December
2017
“E—tF
+t=A=+—-H
HK$’000

THET

31 December
2016
—E-RF
+=-A=+—8
HK$'000

FHET

Cumulative share of loss of the associate

RtEEBE QA ER -

20. INTERESTS IN A JOINT VENTURE 20. R—EIEETEER

Year ended
31 December
2017

BE-Z—t#&
+t=A=+-—H

IEEE
HK$'000
TET

Cost of investment in a joint venture unlisted
Share of post-acquisition loss and
other comprehensive income

R—HEAERRZRERAN (3ELH)
EEWEREBER A 2K E

575

(106)

469
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20. INTERESTS IN A JOINT VENTURE

(Continued)

20 R— & EER 1)

Details of the Group’s joint venture at the end of the RBEEHR AEEBEGERE BN

reporting period is as follows:

T

Nominal
value of
paid up Proportion
Country of Principal issued of ownership  Proportion of
Class of incorporation/ place of share interest held  voting power Principal
Name of entity shares held registration operation capital by the Group held activities
AEEBEZ
BERHB RIS FE BEREBT BEEE HAERE
EREW <Rl ERi=ES B RAEE 2 L 5 Ll FTEER
2017 2017
—E—tF —E—tF
BREREIEXR Ordinary PRC PRC RVB 51% 51% Provision of
BEARAR] AR IDC Services
(Note i and ii) 500,000
B R EDE RBUR il FE B 1R B B 2R
BRERE (M Ki) O RS
Notes: B 5

On 19 June 2017, Guangdong Bluesea Mobile Development
Co., Ltd. (“Guangdong Bluesea”), the equity interest of
which is controlled by the Company through structured
contracts, and China National Offshore Oil Information
Technology Limited (“CNOOIT”) entered into a joint venture
cooperation framework agreement (the “Cooperation
Framework Agreement”). Pursuant to the Cooperation
Framework Agreement, Guangdong Bluesea and CNOOIT
agreed to establish /8 /HERE /B AEIEER QA for the
joint investment in the development of data center business
in the energy industry. /&M E B/ XEIEER AT was
incorporated on 18 August 2017.

The Group holds 51% of the issued share capital and has
appointed 3 out of 5 directors of /&M R B /& A 8B
BIEAR (“EHBERE. However, under the Cooperation
Framework Agreement, passing any board resolutions
requires two-thirds of the votes from the directors of J&
EEEDEREIEBR AR, The Directors consider that the
parties to the Cooperation Framework Agreement agree to
share control over /8 H % &, i.e. decision about activities of
Y3 m 3 E requires consent from the other party. As such,
the investment in J& i 2% & is classified as a joint venture.

RZZB—tFXRATNLB BERHE
BPHRRARAR ([EREE]) (B
PRAEEHARAEBERBIESOE
B B ESMRARAR ([H
BHDILAELRAIEERG A
([EFEERBRE]) RIEAEER
135 - E R B8 B R g [R) B Ak S E
HEREIERBIERRLOR UHLE
REERITEREBRBUED L ET -
BHEREEABBARARTN_-E
—tFNATN\BEMRKL -

AEEBEERERFBEANBESR
BRAR(BHBRDEHTERAZ
51% YEZERBREFHEP =% -A
- RIBEEIERBE  ERES SR
BEROARKESHMBERFBRBIEAR
NRAMBRRAFRAEN =02 — &
B-BEERR AFERBHRITOTH
ENFHMER ZEGE NARE
HEREBEBZIRERES TR
BoEM NERERZKESERA
B
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20. INTERESTS IN A JOINT VENTURE 20 R—RIeaEhEER ®
(Continued)
The summarised financial information in respect of the ERAEBEESEMENBER 2B 5
Group'’s joint venture is set out below: FaA

Year ended 31

December 2017
BZE
—E—+tF
+=A=+—H
IHEE
HK$ 000
FHET
Total assets BmEE 436
Total liabilities waE (57)
Net Assets BEFHE 379
Group’s share of net assets of
the joint venture AEBELEECEEETE 193
Total revenue LA —
Total loss for the year FANBEIR 208
Total comprehensive loss T HEEERS 208
Group’s share of loss and FALRKEEGLEEERES
other comprehensive loss of BELREMEEKRAEIE
joint venture for the year 106

Neo Telemedia Limited P EFEEEEEFIR A A
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21. GOODWILL 21. &
HK$ 000
FAT
Cost SRS
At 1 January 2016 RZE—XRFE—A—H 1,226,057
Arising on acquisition of a subsidiary (Note a) Uz BE T B A RIFFE A (Kizta) 79,801
Disposal of subsidiaries (Note b) HERB AR (M3Eb) (211,838)
At 31 December 2016 and 1 January 2017 fﬁé_ E—RNETZA=1T—H8K
T—+t+F—H—H 1,094,020
Disposal of subsidiaries (Note ¢) HEWB QR (MifEe) (711,429)
At 31 December 2017 R=-Z—tH+=-H=+—H 382,591
Accumulated impairment ZitRE
At 1 January 2016 R-ZE—XRE—AF—H 1,104,316
Disposal of subsidiaries (Note b) HEMB AR (M3Eb) (205,435)
At 31 December 2016 and 1 January 2017 R-ZE—X"F+_A=+—8xX
—+F—H—H 898,881
Disposal of subsidiaries (Note c) HERBAR (Mite) (711,429
At 31 December 2017 R=ZFB—tHF+=HA=+—H 187,452
Carrying values BREE
At 31 December 2017 R=ZFB—tH+=A=+—H 195,139
At 31 December 2016 RZE—RF+ZHA=+—H 195,139
Notes: LEE
(@  During the year ended 31 December 2016, goodwill (@ @i:giﬁiJr;:H E+*Eﬁ¢
amounted to approximately HK$79,801,000 was arisen FE- LBZ\'E‘%J% W& R E EEZ A9
from the acquisition of Guangzhou Nowtop. For details, 79,801 0007 7T B B+ 15 - 76 2 B I
please refer to the Note 37(c). #37(c) ©
(b) During the year ended 31 December 2016, carrying amount b BE=-F ?% NEFZR=F o E I
of goodwill amounted to approximately HK$6,403,000 was X . Hém HﬁoiH Investment Limited f
derecognised upon the disposal of HCH Investment Limited. HX/E! ﬁﬁﬁw?ﬁ:ﬁ Z EEETEFM’JG 403,000
For details, please refer to the Note 38(c). BT BRI FLMMESs(E)
(c) During the year ended 31 December 2017, goodwill was (© BE_F—tF+-A=+_ALF
derecognised upon disposal of Easy Ray Limited. For 5 !ﬁﬂj% Easy Ray Limited ifi BUH &
details, please refer to Note 38(b). REE - BRHE H2HME38(b)
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22. INTANGIBLE ASSETS

22 B A E

Exclusive
rights on
purchase
and sale
of satellite
Contracted communication
and Lottery equipment
Wireless uncontracted software and related Technical Internet
network customers development services and Computer know how finance
platform relationships system trademarks software technology License platform Total
EEHEED
EHED RENRES
R4 YERE  BEREEZ
ERERTE ZFBE RREL B5RE Bl it FUR  ER@eRTA 3
HKS'000 HK$ 000 HK$000 HK$000 HKS'000 HK$ 000 HK$000 HK$'000 HK$000
FiEn FER TER TR FiEn FEn FEr FiEn FER
Cost iz
At 1 January 2016 RZF-"%5-A-H 2,119 357,697 955 58,967 31,370 71617 7,662 23,885 574,212
Addtions #E o o & = = = - 110 110
Acquired on acquisiton of Rl -RHELR
a subsidary (Note 7(c) A (H37()) - 178399 - - - - 8220 - 186,619
Disposal of subsidaries LN
(Note 38(c) i - - - (58,967) (31,527) - - - (90,494)
Exchange alignment (1,402 - 61) - 157 (4,540) - (56) (6,902
At 31 December 2016 and RZF-RE12R
1 January 2017 =t-Bk
“3-t%-A-A 20,717 536,096 834 - - 67,07 15,882 23,939 664,605
Addtions - - - - 9022 - - - 9022
Acquired on acquisition of
asubsidiary (Note 37(g)) - - - - - - 1,568 - 1,568
Disposal of subsidiaries
(Note 381b) - (185,920 - - - (67,668) - - (253,588)
Exchange alignment 1,484 S 64 = 562 591 & 63 2,764
At 31 December 2017 RZE-t%
t=B=t+-R 2,201 350,176 958 S 9,584 = 17450 24,002 42431
Accumulated amortization RitRERAE
and impairment
At 1 January 2016 RZE-7"%-A-H 2,119 225,314 955 4989 7,168 817 575 1,763 379,406
Provided for the year FNEE - 2378 - 3707 1,049 - 1,382 2,454 35970
Disposal of subsidaries HENBLR
(Note 38(c) (Hizt38(c)) - - - (53,602 (8257) - - - 61,859)
Exchange alignment EfBE (1,402) - (61) - L (4540 - m (5,970)
At 31 December 2016 and RZE-A%
1 January 2017 t=A=t-Rk
“E-{%-A-A 017 252,692 894 - - 67,077 1957 4210 347541
Provided for the year FhER - 31,837 - - 69 - 1823 2459 36,188
Disposal of subsidiaries HEWELR
(Note 38(b) (it3) - (185,920) - - - (67,668) - - (253,588)
Bxchange alignment EiRE 1,484 - 64 - 4 591 - 2 2,165
At31 December 2017 R-E-t%
t-A=t-H 22,201 98,609 98 - 73 - 3780 6,691 132,312
Carrying values BEE
At31 December 2017 R-Z-tE
tzA=t-8 = 251,567 - - 9511 - 13670 17311 292,059
At 31 December 2016 RZE-AE
tZA=1-A - 283,404 - - - - 13925 19729 317,058
Neo Telemedia Limited FEHEEEEFRA A



Notes to the Consolidated Financial Statements

re M RAERME

For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

22. INTANGIBLE ASSETS (Continued) 22. B EE (m)
The above intangible assets have finite useful lives. Such NEEBFEEEZARAFHER ZEE
intangible assets are amortised on a straight-line basis over FWEETIABESERIAT FHASE:

the following periods:

Wireless network platform 5 years mEAKTA 5%
Contracted and uncontracted customers 4-10 years BRIARRFIOIZEFEIE 4-10%F
relationships
Lottery software development system 3 years TR RBERR 34
Exclusive rights on purchase and sale of 3.25 years EBEFEBMIBEUAR 3.25%F
satellite communication equipment and HEREEEEZ
related services and trademarks BRI
Technical know how technology 10 years iy 104
Computer software 3-5 years ENEEdES 3-54F
License 5-10 years OB 5-10%
Internet finance platform 5-10 years EEemEa 5-10%

Annual Report 2017 —E—t £ £ 3] @



Notes to the Consolidated Financial Statements

i B TR R M A
For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

23. IMPAIRMENT TESTING ON GOODWILL
AND INTANGIBLE ASSETS

For the purpose of impairment testing, goodwill and
intangible assets with definite useful life set out in note 21
and note 22 has been allocated to the following groups of
cash-generating units:

o Transmedia advertising services — Ease Ray Group

° Sale of telecommunication products and services
China Wimetro Group

o Sale of telecommunication products and services —
Smart Long Group

o Sale of telecommunication products and services
Bluesea Mobile Group

° Sale of telecommunication products and services
Million Ace Group

o Sale of telecommunication products and services
Guangzhou Nowtop

o Internet finance platform business — Avatar Wealth

o Insurance brokerage service — Qianhai Wealth

Neo Telemedia Limited FE I EEEBE R A

23.

BmENETEEZRER
A

SUBLER M F - B RE21 R P FE22R B
RAERAEAFHNEENETLEED
DEEATREELFEMHER:

s BRBESRE-ERSK

JiE]

e HEBEANEMERT-FTEHRER
AESE]

s HESMEMERE-SHEE

s HEETHNEMMRK-FHEEBEH

£H

e HEEAEMMRB-BXE

JiE]

s HETAEMERB-BEMER
e EHRESRYEEXH-WAEHM

s RERELRE—AIEEN



Notes to the Consolidated Financial Statements
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AND INTANGIBLE ASSETS (Continued)

The carrying amounts of goodwill (net of accumulated
impairment losses) allocated to these units are as follows:

23. mENEFREE ZREA
()

EEZREE (K RABRERBE) D
=58

31 December 31 December

2017 2016
—E—tfF —E—RF
+=—HA=+-8 +=ZA=+—H
HK$’000 HK$’000
TER FHET
Transmedia advertising services SIREE R RS
— Ease Ray Group -HEREH - -
Sale of telecommunication products and  $#% & #2E T & IR
services — China Wimetro Group —FRESRTEE - -
Sale of telecommunication products and % B E m MR
services — Smart Long Group —EHE - =
Sale of telecommunication products and  $#5% & 22 T & AR
services — Bluesea Mobile Group —-FeBHEE 36,246 36,246
Sale of telecommunication products and % B E m MR
services — Million Ace Group —BEHE 65,188 65,188
Internet finance platform — Avatar Wealth B8 &@F &
—MRERE 13,904 13,904
Sale of telecommunication products and & BE m MR
services — Guangzhou Nowtop —EMNER 79,801 79,801
195,139 195,139

Note: The cash-generating unit of Ease Ray Group was disposed
of during the year ended 31 December 2017.

ERSEZRSELEMRNBE_F
—tF+ A=+ —HLFEHE-
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23. IMPAIRMENT TESTING ON GOODWILL 23. & R #EE & E 2 FE A

AND INTANGIBLE ASSETS (Continued)

SALES OF TELECOMMUNICATION
PRODUCTS AND SERVICES

Bluesea Mobile Group

The recoverable amount of Bluesea Mobile Group has
been determined based on value in use calculation. Such
calculation is based on 1) profit forecast prepared by
Bluesea Mobile Group’s management covering a five year
period and 2) a discount rate of 16.6% (2016: 16.6%)
per annum which reflects current market assessment of
the time value of money and the credit risk specific to
the cash-generating unit. The cash flows beyond 5-year
period are extrapolated using a steady 3% (2016: 3%)
growth rate. This growth rate is based on the relevant
industry growth forecast and does not exceed the
long-term average growth rate for the relevant industry.
Other key assumptions for the value in use calculations are
related to the estimation of cash inflows/outflows which
include budgeted sales with a compound average growth
rate of 7% (2016: 3.7%) and stable gross margin, such
estimation is based on the CGU’s past performance and its
management’s expectations for the market development.
The management believes that any reasonable possible
change in any of these assumptions would not cause the
aggregate carrying amount of Bluesea Mobile Group to
exceed aggregate recoverable amount of Bluesea Mobile
Group.

Based on the valuation report issued by Asset Appraisal
Limited (“Asset Appraisal’), the recoverable amount
exceeds the carrying amount of Bluesea Mobile Group and
no impairment charge was necessary.

Neo Telemedia Limited FE I EEEBE R A

()
SHESEMERRRK

HBRHER
FEBBEE 2 AIKRE SR REER
BEFEEMEE &Kt BT ATIRE
DHERHEEEEERE I IFHE
FFER - R2) BEF16.6% (ZT—REF:
16.6% ) M ITIR R (KRR B TS5 &
EERHEEENTEUARRSELEN
MEEEERBR)ME - 6FUNELEZRE
MIEM3% (ZF—NF:3%)HIBTE
BRXREEH ZERXDIREEBESR
BEER AYEBHEBEZXNRS
FHERR - EREEFEEIZHEME
ERFERERARHEGHER
BYHERERERT% (ZF—RF:
B7%)MBEHHMEBRMIBEMNERF &%
B NEREZREEE BN BERR
REEEERMERR 2 BH EEE
BE EAZEFRE TN ZEMEEAGE
HHH TS EHR S HEEZAKRE
BRAFSEBEE 2K OA5E-

RFHEEEFERRNAERAR ([E
EFERME]) HANGBERS  HEB
PEENRKRE BB BREE WE
FIELRESH-
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23. IMPAIRMENT TESTING ON GOODWILL

AND INTANGIBLE ASSETS (Continued)

SALES OF TELECOMMUNICATION
PRODUCTS AND SERVICES (Continued)

Million Ace Group

The recoverable amount of Million Ace Group has been
determined based on value in use calculation. Such
calculation is based on 1) profit forecast prepared by
Million Ace Group’s management covering a five year
period and 2) a discount rate of 17.8% (2016: 15.7%)
per annum which reflects current market assessment of
the time value of money and the credit risk specific to
the cash-generating unit. The cash flows beyond 5-year
period are extrapolated using a steady 3% (2016: 3%)
growth rate. This growth rate is based on the relevant
industry growth forecast and does not exceed the long-
term average growth rate for the relevant industry. Other
key assumptions for the value in use calculations are
related to the estimation of cash inflows/outflows which
include budgeted sales with a compound average growth
rate of 3% (2016: 3%) and stable gross margin, such
estimation is based on the CGU’s past performance and its
management’s expectations for the market development.
The management believes that any reasonable possible
change in any of these assumptions would not cause the
aggregate carrying amount of Million Ace Group to exceed
aggregate recoverable amount of Million Ace Group.

Based on the valuation report issued by Asset Appraisal,
the recoverable amount exceeds the carrying amount
of Million Ace Group and no impairment charge was
necessary.

23. MERELEE 2 RIER

()

HESESMERRRKE (&)

EREH
EREBZAIKECEDREFERERE
FTEEMER - ZrEHETRE) B
REBEERERE 7 FHHMNER -
FM2)BFE178% (T —NF:15.7%)
P IR R (H R TS E R E R
BEENTHEARBCELEENNETE
EERB)ME 5F N EZBRERTIE
FA3% (ZE—XF:3% )NBELREX
HE-ZIEREDRBEEERIERTE
Bl - B30 4 R A A EE Y R HA T3
R -FREBEFEZZEMAETERS
HBBERA REET AR 2EFEY
BAEBREERA3% (ZT—RF:3%)H
BEHEEREENEMNE  ZEFTD
REZREELEBNZBERBRESE
BERMEBER2EH - EEEMRE"
ERZEBE T 2EMEEREES
TeBREREEZ REDERRBER
B 2 A ol 4R 5E o

REEEFEBERLANGBERS &
AR B ) R I Ol & R R AR (E - SR
FIEHRES -
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23. IMPAIRMENT TESTING ON GOODWILL 23. & R #EE & E 2 FE A

AND INTANGIBLE ASSETS (Continued)

SALES OF TELECOMMUNICATION
PRODUCTS AND SERVICES (Continued)

Guangzhou Nowtop

The recoverable amount of Guangzhou Nowtop has
been determined based on value in use calculation. Such
calculation is based on 1) profit forecast prepared by
Guangzhou Nowtop’s management covering a five year
period and 2) a discount rate of 18.3% (2016: 18.2%)
per annum which reflects current market assessment of
the time value of money and the credit risk specific to the
cash-generating unit. The cash flows beyond 5-year period
are extrapolated using a steady 3% (2016: 3%) growth rate.
This growth rate is based on the relevant industry growth
forecast and does not exceed the long term average
growth rate for the relevant industry. Other key assumptions
for the value in use calculations related to the estimation
of cash inflow/outflows which include budgeted sales with
a compound growth rate of 3% (2016: 5.2%) and stable
gross margin. Such estimation is based on the CGU’s past
performance and its management’s expectations for the
market development. The management believes that any
reasonable possible change in any of these assumptions
would not cause the aggregate carrying amount of
Guangzhou Nowtop to exceed aggregate recoverable
amount of Guangzhou Nowtop.

Based on the valuation report issued by Asset Appraisal,
the recoverable amount exceeds the carrying amount
of Guangzhou Nowtop and no impairment charge was
necessary.

Neo Telemedia Limited FE I EEEBE R A

()

SHESESMERRRKE (@)

EMNEHR
BMEHRz KBS EDREERAER
EEMERE -ZEEAETRENE
MERERE R 7 FHEFTEA -
N2)FF183% (T —/NF:18.2%)
MITRE (AR ETISE EREER
MEENTEARBCELEBNNRETTE
EERBR)ME 5FUEZBERIE
3% (CZE—NE 3% )NETFIERX
HE-ZEREDRBEEEREERTE
Al - B0 A R AR R A ) R A 193
RE-FRHEEMFEEZCEMEEZRR
HBIBERA/ RELGAER BIEES
BREEAI% (ZT—RF:52%)ME
HHEERBENERNE  ZMEF K
BZRASELBENZBERAREER
EsthigiR o TBEEL - ERERE
TZEBRR T ZIMAEALE S
TeEYEMNERZBEEEBEBREM
B0 2 AU [l 4R 5E o

BREEEFERREANGERS B
MNER AW E S EBBREE W&
FIEHIRES -



Notes to the Consolidated Financial Statements

re M RAERME

For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

23. IMPAIRMENT TESTING ON GOODWILL

AND INTANGIBLE ASSETS (Continued)

INTERNET FINANCE PLATFORM
Avatar Wealth

The recoverable amount of Avatar Wealth has been
determined based on value in use calculation. Such
calculation is based on 1) profit forecast prepared by
Avatar Wealth’s management covering a five year period
and 2) a discount rate of 18% (2016: 18.6%) per annum
which reflects current market assessment of the time value
of money and the credit risk specific to the cash-generating
unit. The cash flows beyond 5-year period are extrapolated
using a steady 3% (2015: 3%) growth rate. This growth
rate is based on the relevant industry growth forecast and
does not exceed the longterm average growth rate for the
relevant industry. Other key assumptions for the value in
use calculations related to the estimation of cash inflows/
outflows which include budgeted sales with a compound
average growth rate of 3% (2016: 31.4%) and stable
gross margin, such estimation is based on the CGU’s past
performance and its management’s expectations for the
market development. The management believes that any
reasonable possible change in any of these assumptions
would not cause the aggregate carrying amount of Avatar
Wealth to exceed aggregate recoverable amount of Avatar
Wealth.

Based on the valuation report issued by Asset Appraisal,
the recoverable amount exceeds the carrying amount of
Avatar Wealth and no impairment charge was necessary.

23. MERELEE 2 RIER

()
EREEMES
M LEME

MAZEMEZRAINESBEEREER
BEMABEZMETE &t EITEANRE
DA EMEEREREZAFHE
TR R2)FF18% (Z T —KNF:
18.6% ) MITIR R (KRR K IS H &
EXRREBENFGEANRSELEM
MEEEERBR)ME - 5FUNEZRE
MIEM3% (ZFE—HF:3%)NREE
BEXREEH ZERXDREABESR
BEBEA Y EBHEBERNE
FHREX -EREEMAEEIZEME
ER[ERERA/ RHEHAEH &
BIHESRERERZ% (ZT—RF:
31.4% ) MFEEHEBRMRERNERN X
ZbF DR EZRSELEM ZBER
BEREEEERMSRR AN B
BHEE ERZFRE NZEMEEA]
RREHKB I SEHM N EME 2 AKRE
BB AZEME 2 TR EAREE-

REEEFEBRFAODANGERS W
U B #) ] Y Bl & BB AR (E -
ERFELRESHE-
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24. NOTE RECEIVABLE

During the year ended 31 December 2017, the Company
entered into a Deed of Assignment (the “DoA”) with an
independent third party (the “Assignee”) pursuant to
which the Company agreed to assign, and the Assignee
agreed to accept an assignment of a promissory note
(the “Promissory Note”) with a principal amount of
HK$88,000,000 and all rights and benefits derived thereon
to the Assignee for a consideration of HK$71,883,000
(comprising the discounted value of the Promissory Note
of HK$65,200,000 and the interest at 5% per annum
thereon of HK$6,683,000 in aggregate for two years from
the date of the DoA), payable on or before 28 March 2019.
In relation to the DoA, a Deed of Guarantee in favour of
the Company was executed by another independent third
party (the “Guarantor”) pursuant to which the Guarantor
agreed to guarantee to the Company the due and timely
performance of the Assignee’s obligations under the DoA.

As at 31 December 2017, the carrying amount of note
receivable was HK$67,692,000. The note receivable
is carried at amortised cost using the effective interest
method.

Neo Telemedia Limited P EFEEEEEFIR A A

24.
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25. INVENTORIES 25. &7 E
31 December 31 December
2017 2016
—E—+F ZE-RF
+=—B=+-8 +=—A=+—H
HK$’000 HK$'000
FET FET
Finished goods EPK 8,924 26,833
Less: Accumulated impairment B RETRE (800) (800)
8,124 26,033
During the year ended 31 December 2017, the directors REZE-_E—+F+-_A=+—H8I
of the Company conducted a review of the Group’s FE ARREEHAEBENFEHET
inventories and no impairment loss has been recognised BE BV EBERTAREEER(ZZ
(2016: Nil). —RNFE) o
26. TRADE RECEIVABLES 26. B 5 E PR K
31 December 31 December
2017 2016
—E—+F —E—RF
+=—B=+-8 +=-A=+—H”
HK$’000 HK$’000
FET FET
Trade receivables B S KRR 728,858 192,997
Less: Accumulated allowance W RIRRETEE
for doubtful debts (3,504) (41)
725,354 192,956
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26. TRADE RECEIVABLES (Continued)

The Group allows an average credit period of 90 days
(2016: 90 days) to its trade customers. The following is an
ageing analysis of trade receivables net of accumulated
allowance for doubtful debts presented based on the
invoice date at the end of the reporting period.

6. BFZRIRN (=

AEEGETHESEFPFHWOA (=F
—NFORNEER RREMRR

BREHHMZIZEZRUKERR (K

RR RAR R BUHE) 2RI DI T -

31 December 31 December

2017 2016

—E—+tF —E-RF

+=-—A=+—-H +=ZH=+—H”

HK$’000 HK$'000

THER FAT

Within 30 days 30HA 286,613 81,395
31 to 60 days 31£60H 203,718 27,574
61 to 90 days 61£90H 161,306 2,571
91 to 180 days 91£E180H 56,573 75,892
Over 180 days HBiB180H 17,144 5,524
725,354 192,956

Included in the Group’s trade receivables balances are
debtors with aggregate carrying amount of approximately
HK$73,717,000 (2016: HK$81,416,000) which are past
due at the end of the reporting period for which the Group
has not provided for impairment loss as there has not been
a significant change in credit quality and the balances are
still considered to be recoverable. The Group does not hold
any collateral over these balances. Subsequent to the end
of the reporting period, a large portion of trade receivables
were settled.

Neo Telemedia Limited P EFEEEEEFIR A A

REBESRUEREH B ENRED
KERE #E L B73,717,0008 7T (= F
—7N4F 181,416,000/ 7T ) &Y #61 HA FE L AR
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26. TRADE RECEIVABLES (Continued) 26. B 5 EWRR (&)
Ageing of trade receivables which are past due but not BB ERBENE 5 EIERR Z BRER -
impaired:

31 December 31 December

2017 2016
—E—tF ZE—RF
+=—A=+—-8 +=ZA=+—H
HK$’000 HK$’000
THET FAT
Overdue by: B0 H -
Within 90 days 0HA 56,573 75,892
Over 90 days HBiE90H 17,144 5,524
73,717 81,416
Movements in the accumulated allowance for doubtful EORWER C RIERHEBEE
debts for trade receivables:
2017 2016
—E—tF —T—RF
HK$’000 HK$’000
FTET FHET
At 1 January Rn—H—H 41 41
Impairment loss recognised FAEERREEE
during the year 3,260 -
Exchange realignment ME W T8 203 -
At 31 December R+=—A=+—8 3,504 41
In determining the recoverability of a trade receivable, the RIETE S ERERER IR E K- R
Group considers any change in the credit quality of the SESEREEARLEECBRER
trade receivable from the date credit was initially granted EHRESRUWRER ZEEEEZNER
up to the end of the report period. The concentration of BE-mAREPEBAKATHE Bt
credit risk is limited due to the customer base being large EREERBRAR-

and unrelated.
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For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

20.

27.

TRADE RECEIVABLES (Continued) 26. B 5 EWERR (&)
Included in the Group’s accumulated allowance for doubtful RZE—+tFRZT—-R"F+AH
debts of trade receivables are individually impaired trade =F+—HB XrEEHNE S EBERERRE
receivables with an aggregated balances of approximately ZETEE B S B9 B 43,504,000
HK$3,504,000 and HK$41,000 as at 31 December 2017 BT k41,0008 T2 EERIREZE S
and 2016 respectively. The directors of the Company JEWEE R -ARBIEERA BARZSF
considered that the Group was unlikely to recover these BEBERIAREED —F ~NEEHTEE
debts as they were long outstanding over one year. The FEWEZEEE  ANEB W ERZELS
Group does not hold any collateral over these balances. BRI A EAE AR
PREPAYMENTS, DEPOSITS AND 27. BN FIE e K H M EW
OTHER RECEIVABLES KIE
2017 2016
—E—+tF ZE—RF
HK$’000 HK$ 000
FTET FHT
Current assets MENEE
Prepayment AT IR 41,620 66,341
Deposits Be 21,758 22,045
Other receivables (Note) H b pe W IE (MFE) 307,042 170,304
370,420 258,690
Less: Accumulated allowance R B E U SR IE R AT EHE
for other receivables (13,259) (19,451)
357,161 239,239

Note:

As at 31 December 2017 and 2016, other receivables include
certain amounts advanced to independent third parties and the
interest receivables thereof. In the opinion of the directors, this
amount is fully recoverable and no impairment is considered
necessary.

Neo Telemedia Limited FE I EEEBE R A
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27. PREPAYMENTS, DEPOSITS AND 27. AR FIA - 1R E RE MBI
OTHER RECEIVABLES (Continued) RIE ()
Movements in the accumulated allowance for doubtful MBI FRIE - ZE REMERFIENR
debts for prepayments, deposits and other receivables: IREFTEHEEE:
2017 2016
—E—+tF ZE-RF
HK$’000 HK$’000
FET FHET
At 1 January n—HA—H 19,451 26,309
Exchange realignment bE 5 B 3,264 (1,036)
Disposal of subsidiaries HEKBAR (9,456) (5,822)
At 31 December m+=—A=+—8H 13,259 19,451
Included in the accumulated allowance for doubtful debts REEZFTBHE B2 513,259,000
are individually impaired receivables with an aggregated BLT(RZE—R"FE+ZA=+—8:
balances of HK$13,259,000 (As at 31 December 2016: 19,451,0007% 7v) E 18 51 Bk 1B 2 FE g Bk
HK$19,451,000) in which the directors of the Company FOARREERR BRZEEBR
consider that the Group is unlikely to recover these HAEERE AEEgEELINEZER
debts as they are long outstanding. The directors of the B AR ESTEHIAAE R (5
Company have been taking all reasonable steps such as MEREEF)IBEZEREERR A
legal procedures, to recover those outstanding debts. The ERVENRZEERFTEEAMERR-

Group does not hold any collateral over these balances.
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28. LOAN RECEIVABLES 28. B E R

31 December 31 December

2017 2016
—E—tF —E—RF
+=-HA=+—-8 +=-—A=+—H
HK$’000 HK$'000
FTHET FAET
Short-term loans RHER
— Secured — B EH - 75,000
- Unsecured — I - 90,000
- 165,000

The loan receivables carry effective interest ranging from
5% to 12% per annum. A maturity profile of the loan
receivables (net of impairment loss recognised, if any)
at 31 December 2016, based on the maturity date is as

BRERZERFMENF5% E
12% - BIEZHB 2 BWER (NKRE
BRREEBR(WB) ) RZT—RF
+Z A=+ —HBZESBERAT:

follows:

31 December 31 December
2017 2016
—E—+tF —E—RF
t=ZA=+—-B +ZA=+—H
HK$’000 HK$'000
FExT FHET

Current assets REBEE
Within one year —F R - 165,000

At 31 December 2016, certain loans amounted to
approximately HK$75,000,000 are secured by personal
guarantees and undated share charges.

In determining the recoverability of the loan receivables, the
Group considers any change in the credit quality of the loan
receivables from the date credit was initially granted up to
the reporting date. The concentration of credit risk is limited
due to the customer base being large and unrelated.

Neo Telemedia Limited P EFEEEEEFIR A A
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30.

Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 EZ —=F

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

As at 31 December 2017, the Group’s other financial
assets represents short term wealth management products
with principal amount of RMB50,000,000 (equivalent
to HK$59,900,000) (2016: RMB43,500,000) issued by
certain commercial banks in the PRC, with expected but
not guaranteed yield rates of 4.80% (2016: 1.23% to
2.80%) per annum. The wealth management products are
designated as financial assets at FVTPL at initial recognition
and remeasured at fair value at the end of the reporting
period. The entire wealth management products have been
redeemed subsequent to the date of reporting period.

CASH AND CASH EQUIVALENTS

30.

..V-Aﬁﬁﬁiﬁ%fiﬁé‘

—tFF A= HUFE

9. MAFEFABELIER
BE

RZE—+tF+_A=1+—H Xx5H
ZEMemEEATRMNE THERT
BT AL R A ARKS50,000,0007T (1
£ 559,900,000 L) (ZFE—RF: A
R #43,500,0007T ) W52 BRI B EE & 0 T8
H (B0 FE MR8 ) FF U2 K /34.80% (=
T —NF:1.23% £2.80%) - EH E M
REERRIEE AR AT EFAEBR
AEZERMEEYRNBERAREZRTE
EFFE-2NEVEMDRBES AR
fE o -

’

N

BeMREFEY

31 December 31 December

2017 2016
—E—tF —E—RF
+=-—HB=+-8 +=ZA=+—H
HK$’000 HK$’000
THERT FHET

Cash in hand and at bank FERRTERES
HKD BT 13,772 90,956
RMB AR 133,862 97,720
uUsb ET 16,803 206
164,437 188,882

Cash and cash equivalents consist of cash on hand and
balance with banks.

Bank balances carry interest at market rates ranged from
0.001% to 0.3% (As at 31 December 2016: 0.001% to
0.35%) per annum as at 31 December 2017.

ReMReEFEYERTRLRITHER

N—_EBE—+E+-_A=+—H0 #B174&
SR T S FEFEN F0.001% £0.3% (K
CE—RFE+ZA=1+—H:0001%FE

0.35% )&t 8
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30. CASH AND CASH EQUIVALENTS

(Continued)

The RMB is not freely convertible into other currencies;
however, under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Company
is permitted to exchange RMB for other currencies through
authorised banks to conduct foreign exchange business.

31. TRADE PAYABLES

The following is an ageing analysis of trade payables
presented based on the invoice date at the end of the
reporting period:

0. Be MIBEEEEY &)

31.

ARBTGERIBRASEMER Al
R4 P B A 9 M EE B TR AR I B A R
EEMNEEERT ARAREESB
BAEEITINEXBRRITIHEARB L1k
REME -

B2 RN RN

RIBEHFRRBE A2 E B
PRSI E A HT I T -

31 December 31 December

2017 2016

—E—+tHF —E-RF

+=-—A=+—-H +=ZA=+—H”

HK$°000 HK$'000

THER FET

Within 30 days 30HA 258,720 22,066
31 to 60 days 31£60H 141,832 1,354
61 to 90 days 61£E90H 135,547 194
Over 90 days HBiB0H 1,670 6,739
537,769 30,353

The average credit period on purchases of goods is 90
days (As at 31 December 2016: 90 days). The Group has
financial risk management policies in place to ensure that
all payables are settled within the credit timeframe.

Neo Telemedia Limited P EFEEEEEFIR A A
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OTHER PAYABLES AND ACCRUALS

H A &~ 5B K FT SRR

31 December 31 December

2017 2016

—E—+F ZE—RF

+=—B=+-8 +=—A=+—H

HK$’000 HK$’000

THERT FAET

Other payables H fth FE 5B 29,534 58,311
Accruals FEETFE 9,236 790
38,770 59,101

Included in other payables as at 31 December 2016
was a short term loan from an independent third party of
approximately HK$27,320,000 to finance the acquisition of
subsidiaries.

BANK BORROWINGS

R-E—RNE+-_A=1+—Hit AHfb
ENRBENARE—BBYLE= 2R
Hi B 3% 4927,320,000/% 7T+ A & Us B B

ﬁ@?%ygé

33. IBITER

2017 2016
—E—tF ZT—RF
HK$°000 HK$'000
TR FHT
Bank borrowings repayable: FEEZRITER:
Within one year or on demand —FARREREEE 119,800 55,897

At 31 December 2017, the bank borrowings of
approximately HK$119,800,000 (2016: HK$55,897,000)
are denominated in RMB and carry interest at PRC Loan
Prime Rate plus 40% thereof per annum and are repayable
within one year from the end of the reporting period.

The Group’s banking facilities amounting to approximately
HK$119,800,000 (2016: HK$55,897,000), of which
approximately HK$119,800,000 (2016: HK$55,897,000)
had been utilised as at the end of the reporting period, are
secured by the pledge of certain properties of a company
substantially owned by Dr. Lie, a non-executive director
and substantial shareholder of the Company.

R-ZE—+F+_A=+—8 8R7E
X #3119,800,0008 7T (=T — N & ¢
55,897,000/ 70) LA A R EE5HE » 2R
EREERER 2 FHENA0% 5T 8 W
BRREBRE —FRNEE-

NEE ZRTTELE 119,800,000/ 7T
(= ZF— 754 : 55,897,000/ 7T ) * N
S HIZRE B A 49119,800,0008 7T (= F
— 7N 155,807,000 L) A E 2R
TRETARRRZIFNTEERFE
RERFNELTEEHE 2 —HAARZET
MEIEEFER -
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34. DEFERRED TAX LIABILITIES

Detail of the deferred tax liabilities recognised and
movements thereon during the year is as follow:

34. BERIBEE

FRAEERRECHBRABNIREZHFE
LIS

Fair value
adjustments
on business
combination

EBEHN

ATFEAR

HK$'000

FHET

At 1 January 2016 RZE—RF—H—H 36,737

Disposal of HCH Investment Limited (Note 38(c)) % HCH Investment Limited

(P 7E38(c) ) (1,341)

Acquisition of Guangzhou Nowtop (Note 37(c)) WM& (Fi:E37(c)) 46,655
Credited to consolidated statement of profit or s A4r& 8z R HM 2 E SR

loss and other comprehensive income (Note 11)  (F#5E11) (8,101)
At 31 December 2016 and 1 January 2017 RZE—RF+ZA=+—BRK

—E—tF—H—H 73,950

Acquisition of Qianhai Wealth (Note 37(a)) W AT /B IR 8T (F3E37(0)) 259
Credited to consolidated statement of profit or T A4RE Bz R EM 2 E U R

loss and other comprehensive income (Note 11)  (Fff5F11) (8,379)

At 31 December 2017 R=-Z—tH+=-HA=+—H 65,830

Neo Telemedia Limited P EFEEEEEFIR A A



Notes to the Consolidated Financial Statements

re M RAERME

For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

34. DEFERRED TAX LIABILITIES (Continued)

At the end of the reporting period, the Group has unused
tax losses of approximately HK$245,101,000 (As at
31 December 2016: HK$223,580,000) available for offset
against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit
streams. The tax losses may be carried forward indefinitely.

At 31 December 2017 and 2016, the Group did not have
any deductible temporary differences. No deferred tax
asset has been recognised in relation to such deductible
temporary difference as it is not probable that taxable profit
will be available against which the deductible temporary
differences can be utilised.

Under the EIT Law of the PRC, withholding tax is imposed
on dividends declared in respect of profits earned by the
PRC subsidiaries from 1 January 2008 onwards. Deferred
taxation has not been provided for in the consolidated
financial statement in respect of temporary difference
attributable to the profits earned by the PRC subsidiaries
as the Group is able to control the timing of reversal at the
temporary difference and it is probable that will not reverse
in the foreseeable future.

4. REFIBEEE (®)

RIEBAR NEBMNAB AR EEIR
#9245101,0008 7 (RZZE—ARF+=
A =+ —H :223,580,000/% 7t ) A A 7
B AR 2R 5 F1 o BB R SR AR ) 7 2 DA TE
BB EEREEHEEE -HIEE
BRI ER A

R-F—LtER-F—~%+=A
=+ 8 AR E B TR
EF- AR TIRERERT
BRI S4B AR B 7 - B MBI S T4
REE 2 ERRECHBAE -

REFPECEMASHE FEMERR
BE-_ZTTNF— A BERERNN
MEEIRNR AR - AR A
SEEEIERIERIEERNOBREER
B WL AR 6 M IR A A B BB
RE)RE M B REEER EERELR
EHEEE HEREEZEREAIEISRE
A BRI
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35.

306.

SHARE CAPITAL 35. fx A
Par value Number of
per share shares Amount
BREE BROHAE Kt
HK$ HK$'000
BT TET
Authorised: ERE
At 1 January 2016, R=ZE-XRE-H—-8-
31 December 2016, 1 January =—Z—XFE+=HA
2017 and 31 December 2017 =t—-B-ZZ—t#
—HA-BR=Z—tF
+=HB=+—H 0.1 20,000,000,000 2,000,000
Issued and fully paid: BEEITRAE:
At 1 January 2016, R-ZE-XE-H—-H"
31 December 2016, 1 January —EF—<FE+=A
2017 and 31 December 2017 =+—H -=ZZ—tF
—A—BR=E—tH&
+=H=+—H 0.1 9,528,844,345 952,884
SHARE OPTION SCHEMES 36. FE AR HEET &

Pursuant to a resolution passed at a annual general
meeting of the Company held on 19 December 2012,
a new share option scheme (the “New Share Option
Scheme”) was adopted by the Company.

The previous share option scheme of the Company (the
“Old Share Option Scheme”) was expired on 21 July
2012, no further options can be granted under the Old
Share Option Scheme thereafter. All outstanding share
options granted under the Old Share Option Scheme
remained outstanding until they lapsed in accordance with
the terms of the Old Share Option Scheme.

Neo Telemedia Limited P EFEEEEEFIR A A

H
5
o
3

N —ZF T+ AThBHET
BRRBFAGHB-ERARR Bt
KRR — B ERETE ([HEB
RRfEHE]) -

RArlz A AT E (BB E
FER T ——-—F+tA=-+—HE
wHESEREERRET SIS -2
BB AR - RIRE RS E 2 1R30
BIFEBRETEIRE 2B RITERE
IR M ARITEEE R



Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 &t & —ZF—

36. SHARE OPTION SCHEMES (Continued)

The Company operates the New Share Option Scheme
for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the
Group’s operations. Eligible participants of the New Share
Option Scheme include the Company’s directors (including
independent non-executive directors), other employees
of the Group, and suppliers of goods or services to the
Group.

The maximum number of unexercised share options
currently permitted to be granted under the New Share
Option Scheme is an amount equivalent, upon their
exercise, to 10% of the shares of the Company in issue at
any time. The maximum number of shares issuable under
share options to each eligible participant in the New Share
Option Scheme within any 12 month period is limited to
1% of the shares of the Company in issue at any time.
Any further grant of share options in excess of this limit is
subject to shareholders’ approval in a general meeting.

The offer of a grant of share options may be accepted
within 28 days from the date of the offer, upon payment of
a nominal consideration of HK$1 in total by the grantee.
The exercise period of the share options granted is
determinable by the directors, and commences after
a certain vesting period and ends on a date which is
not later than 10 years from the date of the offer of the
share options or the expiry date of the New Share Option
Scheme, if earlier.

The exercise price of the share options is determinable by
the directors, but may not be less than the higher of (i) the
Stock Exchange closing price of the Company’s shares on
the date of the offer of the share options; (i) the average
Stock Exchange closing price of the Company’s share for
five trading days immediately preceding the date of the
offer; and (i) the nominal value of the shares.

re M RAERME

tFEFZA=F—HIUFE

%HXT n+iu &)

RABRITH BB ETE S EHAEE

RERNELERMZABER2EERLT

BELEER-FEREFIZABES

HERRBRARAZES (BREBIIFH

TER) AEEZHMWEER  UEAE
B E MRSz e -

B AR IR ¥ RS B T 81 7] TR B 2 R1T
EEEERSEEAER (METE)
RRREREREE ETRN10% 3B
BB A ERBEEREMI2EA
HIM TR R A Al B R T 2 &= D
HE T SHEARAREMREDZHTR
1% - E—TREEMEBERZ LR Z
PR 9 RERRAER R RS LHE-

RO BRERER 2R R RT28H
B AR - I N T 2 40 B R i By 7B 2 Y
EHIETEERE - BEREBRE T
FHHRESEET WEETHBEHER
HOEEREEBEREBEBRI0FAN
FEEREREIDEA (BRI EE)
o

BRECITEERESETE VET/E”J\
RTIEEE: () ARRBROREZRR
o B AR AR A R AE /Z\Fﬁﬁmﬁzu&zm{ﬁ (i
AKABBRHOREBERZEZZHBIIAERS
BB X AT AT R 2 SF T (B ¢ K (iii) A%
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36. SHARE OPTION SCHEMES (Gontinued) 36. BB ERTE] ()
Share options do not confer rights on the holders to BRI AR T E A AREUR S R
dividends or to vote at shareholder’'s meeting. The following RERG EREZEN-FRN - KRAQF
table discloses details of the Company’s share option in RIBEZTE BT BREFERENT
issue under the Scheme during the year: *:

Number of share

options

BREZA

Exercise At 1 January 2016,
price per 31 December 2016,

Name of category share 1 January 2017 and
of participant Date of grant  Exercise period (note) 31 December 2017
R-E-RF
—_ H = H N
ZB-RE
t=A=t-8"
“2-t%-A-8H
BRITHEE R=B-+t#
SREERER REBH  THEH (M) +=A=t+-H
Directors 342013  3.4.2013102.4.2018 0.275 45,600,000
2 “E-—F#NWAZH —T-ZHMPAZ=AHE
—Z-\FWAZA
45,600,000
Employee and others 8.4.2011  8.4.2011 t0 7.4.2021 0.469 6,840,000
EERHM “T-—FmANE ZE——FmANHZ
“E-—-FHMAtA
342013  3.4.2013102.4.2018 0.275 68,400,000
“F-=4mA=ZA Z—T-=FWmA=AZ
“Z-\§NAZR
75,240,000
Total 120,840,000
#st
Weighted average 0.286
exercise price (HK$)
MEFHTEE (BT
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36. SHARE OPTION SCHEMES (Continued)

The fair values of options granted under the New Share
Option Scheme measured at the date of grant during
the year ended 31 December 2013 was approximately
HK$30,490,000. The following significant assumptions
were used to derived the fair value using the Binomial
Option Pricing Model:

16 May 3 April
2013 2013

Total number of share option 20,000,000 94,000,000

Option value HK$0.2045  HK$0.2809
Option life 5 years 5 years
Expected Tenor 5 years 5 years
Exercise price HK$0.628 HK$0.628
Stock price at the date

of grant HK$0.460 HK$0.600
Expected volatility 87.11% 88.00%
Risk-free rate 0.427% 0.525%

Expected volatility was reference to Bloomberg calculated
from the weighted average historical volatility of weekly
return of share price of comparable companies and the
Company. Risk-free rate represents the yields to maturity
of Hong Kong Exchange Fund Note with respective
terms to maturity as at the share options granted date.
The expected life used in the model has been adjusted,
based on management’s best estimate, for the effects
of non-transferability, exercise restrictions and behavioral
considers.

No share options were exercised during the years ended
31 December 2017 and 2016.

re M RAERME

tFEFZA=F—HIUFE

%HXT n+iu &)

BHE_Z—=F+-A=+—HBILFE "

RIEFT BRI Y 2 BIRERE D
HH#i5T 22 A F{E#) 530,490,000/ 7T

TR ZEA A EEBEAEEATF
ENFAZEERR:

=4 —%-=%
HA+NH IEUE]EH

BARE®ZE 20,000,000 94,000,000
BAHEEE  0.2045/ 7T 0.28097% 7T
R AR 4 47 57 5% 5%
TEHAF HA 5% 5%
1B 0.628/8 7T 0.6287 7T
RELRZ

(& 0.460/87C  0.600/%8 7T
TEHA R 18 87.11% 88.00%

[ ez ) 2= 0.427% 0.525%
BERR2BEIGEMAETELR

DA R AR A RAE SR B #R a0 7 15
SR IR AT o R N KRR BB A
REHRM FEINEESRIEZ2IH
WaR - EEEEREGET EHAH
ZEMFHC AR 2 TR EEN
TERIRTASFERRARZEZEMA
Frad 2 -

BMEBRERNBE_T—tFR_-F
—NE+ZA=+—BLFERETE-
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37. WEMH B AT

FOR THE YEAR ENDED 31 DECEMBER BE-_ZE—tHE+=ZH=1+-—
2017 HBiEFE

(@) WEBEE

37. ACQUISITION OF SUBSIDIARIES

(@) Acquisition of assets

On 19 April 2017, the Group acquired 100% of
the equity interest of Qianhai Wealth Management
Limited (“Qianhai Wealth”) from an individual, which
is an independent third party of the Company, at
a consideration of approximately HK$1,491,000.
Qianhai Wealth is principally engaged in the provision
of insurance brokerage services. The purpose of
the acquisition is for the Group to collaborate on
the development of insurance brokerage business
in the future and as such, the acquisition has been

RZE—+tFEA+ILB A&
B—&ARRABILE=ZFHEA
WEERBEMBR AR ([AEE
BF])2100% IR Atz - RE ALY
1,491,000/ T AT /BB B F B¢
ERBRECLERE - WEZE K
DAEREBERREIEERREBE
WER ALt BB ARSI ERE
RBELERMIEER - WHEEIE
ERZZE—tFMA+IAZEK-

accounted for as acquisition of insurance brokerage

license rather than business. The acquisition was

completed on 19 April 2017.

KB EERAB s ATFENT

The value of assets and liabilities acquired are as

follows:
HK$’000
FHET
Intangible asset on acquisition (Note 22)  UelE 2 B & & (M 7522) 1,568
Prepayments and other receivables TE A BRIE & CH At B W SRR 76
Cash and cash equivalents RekREeEEY 112
Other payables H b S 5RI8 6)
Deferred taxation EFEFR I (259)
1,491
Total consideration satisfied by: AT AR 2 BRE:
Cash consideration BeRE 1,491
Net cash outflow arising on acquisition: WHEEL R FE:
Cash consideration BeRE 1,491
Cash and cash equivalents acquired IR e RIREeEEY (112)
1,379

Neo Telemedia Limited FE I EEEBE R A
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37. ACQUISITION OF SUBSIDIARIES 37. WHEMT B A Al (&)

(Continued)

FOR THE YEAR ENDED 31 DECEMBER BE-_F—tHF+=ZA=+-—

2017 (Continued) SRR E P

(b) Change in ownership interests in Bee (b) REMZITBEREERES
During the year, the Group acquired 15% equity FRA XEBUAREBEARE
interests from a non-controlling shareholder of a 1,350,0007T (18 %5 1 491,584,000
subsidiary at a consideration of RMB1,350,000 PETT) BB B A R IEIERR IR R
(equivalent to approximately HK$1,584,000). The 15% et - WHEEI R R R B AJE
effect of the acquisition on the equity attributable to hiREZ BN :

the owners of the Company is as follows:

HK$ 000
FHET
Carrying amount of non-controlling Frug s FEiE e i en < BRI (B
interests acquired 4,186
Consideration paid for non-controlling ERIEIEREE T 2 RE
interests (1,584)
2,602
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37. ACQUISITION OF SUBSIDIARIES 37. WEBHI B A B ()

(Continued)
FOR THE YEAR ENDED 31 DECEMBER EZE-XRE+ZA=+-—
2016 BIEFE

(c) Acquisition of Guangzhou Nowtop (c) WEEMER
On 4 March 2016, ERRESBHERABR A RZZE—R"F=ZAWMA ARFHE
7 (Guangdong Bluesea Mobile Development BEBESVEEZEHEE W
Company Limited*) (“Bluesea Mobile”), an indirect BRAERHERHERERA
wholly-owned subsidiary of the Company through A ([E/E%e ) ETHm([EF])
structured contracts, entered into an agreement AT ([ZHE]) Bk
(the “Agreement”) with E# (Wang Kun*) (the BEFBERMHRAEMEERHEE
“Vendor”) pursuant to which the Vendor conditionally REMEH 260% R AL - BEM
agreed to sell Bluesea Mobile 60% of equity interest BEHRTERNFETESRETHE
in Guangzhou Nowtop. Guangzhou Nowtop is EHEF L ([IDC ) BRI 2 75 - 7%
principally engaged in providing Internet Data Center BHWEER _T-XEF=HANA
(“IDC”) services in the PRC. The acquisition was FERK ©
completed on 4 March 2016.

FTEE R #AFEE 2 A TFER

The fair value of the net identifiable assets acquired

Neo Telemedia Limited FE I EEEBE R A

and the goodwill arising are as follows: EEZEENAT:
HK$'000
FET
Property, plant and equipment LERN S 5,678
Intangible assets mAE 186,619
Trade receivable B 5 BRI 26,733
Prepayments and other receivables TE A 5RIE I H At fE U ROIR 1,891
Cash and cash equivalents RekReFEY 7,437
Trade payable 2 I EMNERR (27,770)
Accruals and other payables JE &t 3R I8 B H At B - 5B (3,323)
Tax liabilities MIBAE (77)
Deferred taxation RIET IR (46,655)
Non-controlling interests JEE R S (60,213)
Total identifiable net assets acquired FrU g T 3 R F B EE AR 90,320
Goodwill on acquisition WEEE ZHE 79,801
170,121
* for identification purpose only * EHEF
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37. ACQUISITION OF SUBSIDIARIES 37. WHER Bl @)
(Continued)
FOR THE YEAR ENDED 31 DECEMBER BE-ZE—XRE+=ZHA=1+-—
2016 (Continued) SRR E P
(c) Acquisition of Guangzhou Nowtop (c) WEBEMEWR (&)
(Continued)

The non-controlling interests recognised at the
acquisition date were measured by reference to the
proportionate share of fair values of Guangzhou
Nowtop’s net assets at the acquisition date and
amounted to HK$60,213,000. Goodwill arose
in the above acquisition because the cost of
acquisition included a control premium, in addition,
the consideration paid for the acquisition effectively
included amounts in relation to the benefit of
expected synergies, revenue growth, future market
development and the assembled workforce of
Guangzhou Nowtop. These benefits are not
recognised separately from goodwill because they
do not meet the recognition criteria for identifiable
intangible assets.

None of the goodwill arising on this acquisition is
expected to be deductible for tax purpose.

R E R IEERERTY
2ERKREBBHAMGEMNER
FEEZAFEZLAE B
60,213,000/ 7T - A A UK AN 2
FEPEHIRERE - s bt B B IEE
EEEepih BENREBREER
B IEH B TR R 15 R AE - IR A3
R ARRMBEREEMNERNE
AU NIERMENSE - ZEF
EmTEEESRABER RASHW
THEA#HANEREENERZS

o

B BREBREENEERKR
5B Em =S AR
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37. ACQUISITION OF SUBSIDIARIES 37. WEEMI B A Al (&)
(Continued)
FOR THE YEAR ENDED 31 DECEMBER BE-_Z—R"F+=ZA=+-—
2016 (Continued) A IEFE (@)
(c) Acquisition of Guangzhou Nowtop (c) WiEBEMER (&)
(Continued)
The consideration of the acquisition is satisfied by 1 B8 X {8 T3 LA % 154180,000,000
cash of no more than HK$180,000,000. BB E XNt
Fair value
AEE
HK$’000
FAT
Consideration satisfied by: AT AAZ T2 RAE:
Cash Be 131,800
Contingent consideration payable (Note)  FEfTEAKE (Fi:E) 38,321
170,121
Net Cash outflow arising on the acquisition: U8 ZE 4 2 I8 4 7 i F 58 -
Consideration paid in cash EEERE (131,800)
Less: Cash and cash equivalent balances & : Uk BEIR & MR & S EW &4
acquired 7,437
(124,363)
Note: Bt o -
According to the Agreement, the Vendor has guaranteed BEZHBZR EFRABESEHRES
to Bluesea Mobile that the audited net profit after tax E-F-RFR-F-L£F5+tZA
for the years ended 31 December 2016 and 2017 will T+t BLEFEZKBEZBRBREF
not be less than HK$25,000,000 (2016 Guaranteed F8 5 Bl 7~ 4 $225,000,0007% 7T ([ =
Profit’) and HK$40,000,000 (“2017 Guaranteed Profit’) T — xR B A M) £40,000,0007% T
respectively. Cash of HK$20,000,000 and HK$30,000,000 ([ZZ—tRBAB]) -WEK=-Z
shall be payable to the Vendor provided that the 2016 —AREFENERZZF—EREFNE-
Guaranteed Profit and 2017 Guaranteed Profit have been All 9> Bl A A & /7 % 15/20,000,0007% 7T
met, respectively. The fair value of the amount payable of 1230,000,0007% 7t 2 IR &  FE 1 5K 18
HK$38,321,000 at the date of acquisition was estimated by 38,321,000/ st A W iE B Bl 2 A A&
applying the discounted cash flow approach at a discount LELIRR18.10% B IRIR & e A A
rate of 18.10%. With reference to the audited financial o B EREANBESHECERE
statement of Nowtop for the year ended 31 December 2016 EZE-ARF+ZA=+—HLFE
approved by the directors of the Company, a consideration LS BRI R - 1X{820,000,0007%
of HK$20,000,000 was paid to the Vendor during the year TERBE_T—tF+=A=+—
ended 31 December 2017. AEFELXHTFER-
During the year ended 31 December 2017, a loss of REBE_T—+tF+=_A=+—H1
HK$5,650,000 (2016: HK$6,029,000) was recognised in the FE K2ZEETEBMLAENG
profit or loss for the changes in fair values of the contingent ERE ERENIARB2ZATE
consideration payable, with reference to the valuation BB B R E 185,650,000/ 7T (=
report issued by Asset Appraisal. The Group estimates the T — 754 16,029,000 70) - AL EH (H
consideration payable to be HK$30,000,000, subject to 51 7E A {8 #5 530,000,000/ 7t » HE7E
the audit of the financial statement of Nowtop for the year FERBE_ZT—tFE+_A=+—
ended 31 December 2017. AIEFEMBHREk 2 EZIME -
* for identification purpose only * EREE

Neo Telemedia Limited FE I EEEBE R A
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37. ACQUISITION OF SUBSIDIARIES 37. WHER Bl @)
(Continued)
FOR THE YEAR ENDED 31 DECEMBER BE-ZE—XRE+=ZHA=1+-—
2016 (Continued) SRR E P
(c) Acquisition of Guangzhou Nowtop (c) WEBEMEWR (&)
(Continued)

Note: (Continued)

Acquisition related costs were insignificant and have
been excluded from the cost of acquisition and have
been recognised directly as an expense in the period and
included in the “administrative and other expenses” line item
in the consolidated statement of profit or loss for the year
ended 31 December 2016.

Since the acquisition, Guangzhou Nowtop has contributed
approximately HK$121,448,000 and HK$12,324,000 to the
Group’s revenue and profit, respectively, for the year ended
31 December 2016.

Had the acquisition of Guangzhou Nowtop been effected
at the beginning of the year, the total amount of revenue
of the Group for the year ended 31 December 2016 would
have been HK$2,544,957,000, and the amount of the
profit for the year would have been HK$202,337,000. The
proforma information is for illustrative purposes only and
is not necessarily an indication of revenue and results of
operations of the Group that actually would have been
achieved had the acquisition been completed at the
beginning of the year, nor is it intended to be a projection of
future results.

In determining the ‘pro-forma’ revenue and profit of the
Group had Guangzhou Nowtop been acquired at the
beginning of the year, the directors calculated depreciation
and amortisation of plant and equipment based on the
recognised amounts of plant and equipment at the date of
the acquisition.

B aE - (48D

WHRBAR AL NEXR BB KREBX
KBSk WEHEEERSBARMI R
AAHE_ZEZ-RFT+-_A=+—H
LTEEZHEABERaRZ [TTHREEM
] e

BUREE AR - EMNEIRE AL EEH
EZE-XRFE+ZA=+—HILEE
Z WA Kam B B R Bl £9121,448,000
7 7T 112,324,000 7T ©

WREENERRENDET A&
Efz-_ZT—X<"F+=-A=+—H1
FEZRALEBE A2,544,957,0007%8
7T 1 F A F B #& A202,337,0007
T BEEREERSBRAR AMLETR
WKEEERFNZRBERTAEE
¥BERBEINORARESE TN
BEEEARREZENEA -

REETE W BN B RN F R RBER
TAREESEE WA RGN B
EDNREEERFRENRERASND
HRCHEFTERE LRENTE L #&
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38. DISPOSAL OF SUBSIDIARIES 38. L EM B A A

FOR THE YEAR ENDED 31 DECEMBER BE-Z—tHF+=ZRA=1+-—

2017 HIEEE

(a) DISPOSAL OF BLUESEA UNION (a) B i B 58
POST
On 28 February 2017, ERFBEEHERFR A A R—TE—r&E—F—+ /B E
(Guangdong Bluesea Mobile Development Company HEERDREAR AT ([BE
Limited*) (“Bluesea Mobile”) entered into a sale BE ) E—2EvE=F5([85
and purchase agreement with an independent third ADNITIYBSERE Bt EEB
party (the “Purchaser A”) pursuant to which Bluesea RS AEHA L ERESE S
Mobile agreed to sell the entire equity interest in &&= HERAT ([EEEE]) > 30
EY /S E AR A 7] (Guangdong Bluesea Union Post RRAHES - R (BB AR 1,000,000
Limited*) (“Bluesea Union Post”) to the Purchaser 5T (KB R 491,128,000 7T ) © Bf
A at a consideration of RMB1,000,000, equivalent to EHRBRENBAT (55 [EE
approximately HK$1,128,000. The principal activity BEBEE|) s FELKAESE
of Bluesea Union Post and its subsidiary (collectively BE TG o

referred to as “Bluesea Union Post Group”) is the
operation of cross-border e-commerce business.

* for identification purpose only * EHEF

Neo Telemedia Limited FE I EEEBE R A
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38. DISPOSAL OF SUBSIDIARIES (Continued) 38. HEME AT (#)

FOR THE YEAR ENDED 31 DECEMBER BE-_F—tHF+ZHA=+-—
2017 (Continued) BLEFE (&)
(a) DISPOSAL OF BLUESEA UNION (a) HEF BB
POST (Continued) (1)
The disposal was completed on 28 February 2017. ZHESEBEER_ZT—+tF=A
Net assets of Bluesea Union Post Group at the date ZHNBEEK BN EEE AN
of disposal were as follows: ERHCEEFENAT:
HK$’000
FHET
Property, plant and equipment M B R 54
Inventories BE 29
Prepayments and other receivables TE AT 5K I8 I H i FE GRIR 216
Cash and cash equivalents ReERREFEY 24
Other payables and accruals L FE AT SR8 S FEET IR (215)
108
Less: Non-controlling interests B FEFE IR A (48)
Net assets disposed of FrhEEEFE 60
Gain on disposal of subsidiaries: HEMB AR W :
Cash consideration received BWRERE 1,128
Net assets disposed of FITHEEEFE (60)
Release of cumulative exchange difference  fEREHREBINEREL 2
on translation of foreign operations REfEN =58 (25)
1,043
Net cash inflow arising from disposal: HEEEZRESRAFEE:
Cash consideration BeRE 1,128
Cash and cash equivalent disposed of FIHERSERREEEY (24)
1,104
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38. DISPOSAL OF SUBSIDIARIES (Continued)

FOR THE YEAR ENDED 31 DECEMBER
2017 (Continued)

(b) DISPOSAL OF EASE RAY

On 29 June 2017, the Company entered into a sale
and purchase agreement with an independent third
party, (the “Purchaser B”) pursuant to which the
Company agreed to sell the entire equity interest in
Ease Ray Limited (‘Ease Ray”) to the Purchaser B
at a consideration of HK$1. The principal activity of
Ease Ray and its subsidiaries (collectively referred to
as “Ease Ray Group”) is the provision of transmedia
advertising services.

The disposal was completed on 30 June 2017. Net
liabilities of Ease Ray Group at the date of disposal

38. HEWEB A (@)

BEZE_ZF—tHF+=-A=+-—

HiEFE (@)

(b) HEES
R-ZE—+FXAZ-ZTLB AR
AE—2BIE=H ([EAB])
JN-EEEWRE BY AAR
FEAEFBHERESERA
A([EE]) 22 MR AMS 1
BRIBT BXRAMBLE (5
BAEEEE ) XELHA

RHBERERES RS-

ZEEFHENR _ZE—LFRA
=tAEXR -EXEERHERH

were as follows: ZEEEENT
HK$’000
FHET
Property, plant and equipment Y- WE KR 21
Trade receivables 2 REBARR 41
Deposit, prepayments and other receivables &% ~ T8+ ZUA & H 4th fE U B 2,019
Cash and cash equivalents RekReEEY 23
Other payables and accruals H b B 3118 R B RT 5RIB (2,278)
(174)
Less: Non-controlling interests R FE T IR (5,443)
Net liabilities disposed of &R ERE (5,617)
Gain on disposal of subsidiaries: HEMB ARz W
Cash consideration received BURENRE =
Net liabilities disposed of FrtEaEFEE 5,617
Release of cumulative exchange difference  fRBREREBINEREEZ
on translation of foreign operations ZETER E5 2,300
7,917
Net cash outflow arising from disposal: HEEEACRESRTFHE:
Cash consideration RERE -
Cash and cash equivalent disposed of FIHERSAREEEY (23)
(23)

Neo Telemedia Limited FE I EEEBE R A
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38. DISPOSAL OF SUBSIDIARIES (Continued) 38. HEME AT (#)

FOR THE YEAR ENDED 31 DECEMBER BE-_ZE—XR"FE+ZH=1+-—

2016 HIEEE

(c) DISPOSAL OF HCH INVESTMENTS (c) HEHCHINVESTMENTS
LIMITED LIMITED

On 19 February 2016, the Company entered into a
sale and purchase agreement with OAF (BJ) Limited
(as the “Purchaser”) and Mr. Chong Hock (Charles)
Lau (as the “Guarantor”) pursuant to which the
Company conditionally agreed to sell the entire
equity interest of HCH Investments Limited at a
consideration of HK$156,000,000 to the Purchaser.
The principal activities of HCH Investments Limited
and its subsidiaries (collectively referred to as the
“Disposal Group”) are engaged in the development
of Internet technology and satellite communication
technology as well as the trading of satellite
communication system devices.

The ultimate beneficial owner of the Purchaser who
is also the Guarantor is a director of a subsidiary
of HCH Investments Limited, and therefore was a
connected person of the Company at subsidiary level.
Accordingly, the disposal constituted a connected
transaction of the Company under GEM Listing
Rules.

R-ZZE—RNE-A+HB XA
7] £ OAF (BJ) Limited (1E& B
FlRBREEE (ERTHERF
AN —EHEEHZ Bt K
NElA GG R ERE 7 HEHCH
Investments Limited & &B A% 7 42
#= * R 1€ A156,000,000/5 7T © HCH
Investments Limited & E B & A &)
(FBAHEEB) 2 XEXK
AEROIBMARMTREEBER
MEREEBERGRECES -

BEFZERERERA (RRAE
#A)AHCH Investments Limited
BET—EHBARZES BWAXR
AEIRKIBARIEmZ B@EAL
Ht - IRIEGEM EWR A sz B &
BEBRANRZBERS -
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38. DISPOSAL OF SUBSIDIARIES (Continued) 38. HEME AT (#)

FOR THE YEAR ENDED 31 DECEMBER BE-_Z—R"F+=ZA=+-—
2016 (Continued) AL FE (@)
(c) DISPOSAL OF HCH INVESTMENTS (c) HHEHCH INVESTMENTS
LIMITED (Continued) LIMITED (&)
The disposal was completed on 14 March 2016. Net ZEEETHENR -_ZE—XRF=A
assets of the Disposal Group at the date of disposal BN - HESBERTE B
were as follows: ZEEFEWNT
HK$’000
FET
Property, plant and equipment M WE R 3,872
Intangible assets BEEE 28,635
Goodwill BES 6,403
Inventory BE 231
Accounts receivables FE W AR 3K 410
Prepayments and other receivables T RRIE N H Ath JE W SRR 8,539
Cash and cash equivalents RekReEEY 10,549
Accounts payable FETRR X (20,461)
Accruals and other payable FE &3R8 I H b FE 5 5RIR (28,119
Deferred taxation EERIE (1,341)
8,718
Less: Non-controlling interests R FEFE AR 4,155
Net assets disposed of L EEEFE 12,873
Gain on disposal of subsidiaries: HEMBAR 2 M
Cash consideration received BWRESRE 68,000
Promissory note (Note) BT (M) 88,000
Net assets disposed of FItEEESE (12,873)
Release of cumulative exchange difference BB EIBEGINEBEEZ
on translation of foreign operations BETE N Z8 (58)
143,069
Net cash inflow arising on disposal: HEEEZHRESRAFE:
Cash consideration ReRE 68,000
Cash and cash equivalent disposed of FItERe RASEED (10,549
57,451
Note: The promissory note is non-interest bearing, MizE: RAERBATE TTHEEY
transferable and with a 6-month maturity from the R B BB /SNEARE
date of completion. Hio

Neo Telemedia Limited FE I EEEBE R A
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38. DISPOSAL OF SUBSIDIARIES (Continued) 38. HEME AT (#)

FOR THE YEAR ENDED 31 DECEMBER BE-_ZE—XR"FE+ZH=1+-—
2016 (Continued) BIEFE (#)
(d) UNWINDING OF STRUCTURED (d BEX—<PAREERLT

CONTRACT WITH X — £ #REHR
28] (“A1 NET”)

On 17 February 2016, the Group entered into
agreements (the “Unwinding Agreements”) with A1
Net, the immediate holding company of CERNET
Wifi, which has been de-consolidated from the
consolidated financial statements of the Group from
1 January 2014, and a subsidiary of the Company
by way of structured contracts (the “Structured
Contracts”), the shareholders of A1 Net and two
independent third parties (the “Purchasers”) to
unwind the Structured Contracts. Pursuant to
the Unwinding Agreements, among others, 1)
the Structured Contracts under which the Group
had obtained control over CERNET Wifi would
be unwound; and 2) the shareholders of A1 Net
disposed of their entire interests in A1 Net to the
Purchasers.

In addition, upon the unwinding of the Structured
Contracts, while the Group will not incur further
costs in relation to the legal proceedings, A1 Net
has undertaken to repay the Group its share of any
claimed amount received by CERNET Wifi if the
outcome of the legal proceedings is in favour of
CERNET Wifi.

(R—=8]) BERER
ER=FY

RZE—RNE-_F++tH K&
BEX—¢@ (ERER(BZE
—NE—A—BEAFABHALE
ERSmEMBERR) CEEERR
AIRARNREBEBUEEH ([&
BHEEHNZHEBRAR) X—%
HAOBRREMBBELE=F([E
BTt (BRI R ) AR
BREEFEM S L - RIRMERR % - (H
FEEB)NASEESHERER
MIZHIMKENEBES NS
B R2)X—SPEMREFE
RA—eHEN2IEEEHETE
b 0

AN REEREBIES QK AE
BT EERFRELE—F
FE R - B AR AL A R A 4F
BEREG R—BCABBRA
S EEEEEIGERBEZMKER
ERAIRERIE B0 -
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38. DISPOSAL OF SUBSIDIARIES (Continued)

FOR THE YEAR ENDED 31 DECEMBER

2016 (Continued)

(d) UNWINDING OF STRUCTURED
CONTRACT WITH X —& @B H R

22 8] (“A1 NET”) (Continued)

38. HEWEB A (@)

BE-E-AF+=ZA=1-
AIEFE (&)
d BX—<SHRBEERAT

([R—€B®])BBRES
HEH E)

Upon the unwinding of the Structured Contracts on RZE—RE_A+LtBBERE

17 February 2016, the entity interest in A1 Net was
disposed of, and the net assets of A1 Net at the date

BHEaNR RRX—oBzZBER
BHE MRX—2BREERBEHZ

of unwinding were as follows: BEFENT:
HK$ 000
FHET
Cash and cash equivalents ReRREFEY 166
Prepayments TEfT5RTE 324
Other receivables R A 1,761
Net assets disposed of FrHEEESE 2,251
Gain on disposal of subsidiaries: HERB AR W :
Net assets disposed of FTHEEEFE (2,251)
Release of cumulative exchange difference  fRBRERE BINEREEZ
on translation of foreign operations REtERLER 2,411
160
Net cash outflow arising on disposal: HEEACHESRTFHE:
Cash and cash equivalent disposed of FTHEREMREEEY (166)

@ Neo Telemedia Limited FE I EEEBE R A
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39. OPERATING LEASES 39. KLHE
THE GROUP AS LESSEE REEEREBEA
Minimum lease payments paid under operating leases in FARBHRAENELEHECNTH
respect of office premises during the year amounting to =EHE £ 449,797,000 T (ZF — <
approximately HK$9,797,000 (2016: HK$6,137,000). £ : 6,137,000/ 7T ) ©
Operating lease payments represent rentals payables by KEREFRBEREASEERESETHA
the Group for certain of its office premises. Leases are EYMERMNHNES REZE=-_F—tF
negotiated for a term of 2 years (2016: 2 years) with a fixed +=ZA= ‘T’ =g Jt¢§ HEMBTEMR
rentals during the year ended 31 December 2017. None of HR2E(ZT—RF:2F) #He
the leases included contingent rentals and terms of renewal FoBEBLNRIEIAE S REFTER
were established in the leases. ERBELHPEE -
At the end of the reporting period, the Group had REMEBR AEERENAT A
commitments for future minimum lease payments under HMW A B E AR AR REERS
non-cancellable operating leases which fall due as follows: B A
31 December 31 December
2017 2016
—E—+F —E-RF
+=BA=+—-8H +=-ZA=+—H
HK$’000 HK$’000
FEx FHEIL
Within one year —FR 12,761 7,885
In the second to fifth years inclusive FEEFERF
(BHEERMF) 5,048 8,001
17,809 15,886
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40. CAPITAL COMMITMENTS

40.

BN A

31 December 31 December

*

2017 2016
—E—tF —E-RE
+=A=+—-HB +=ZA=+—H
HK$’000 HK$’000
THET FHET
Commitments contracted for but not BHANLTEERES
provided in the consolidated financial IE AN
statements in respect of BREE R AR
— Property, plant and equipment -UE -BELRE 25,605 32,451
— Capital contribution to an associate -m—fEBERE)TE
(Note i) (BI&ED 9,584 8,943
— Capital contribution to a joint venture -m—HEELETE
(Note ii) (P &Eii) 29,950 -

Note:

On 24 April 2015, EREDERHE R A R A 7 (Guangdong
Bluesea Technology Development Company Limited)*
(“Guangdong Bluesea Technology”), a wholly owned
subsidiary of the Company, entered into a joint venture
agreement (the “JV agreement’) with [LERBIE/FE
HEFEAEAR QG (Shandong Inspur Cloud Computing
Industry Investment Company Limited) (“Inspur Cloud
Computing”) pursuant to which Guangdong Bluesea
Technology and Inspur Cloud Computing agreed to
establish a joint venture (the “JV Company”) to mainly
engage in the applications of cloud computing and
e-commerce businesses. Pursuant to the JV agreement, the
amount of registered share capital of the JV Company shall
be RMB20,000,000 while Inspur Cloud Computing shall
account for a capital contribution of RMB12,000,000 and
Guangdong Bluesea Technology shall account for a capital
contribution of RMB8,000,000. Upon the completion of the
capital contribution of the parties, the JV Company shall be
owned as to 60% by Inspur Cloud Computing and 40% by
Guangdong Bluesea Technology and is accounted for as an
associate to the Group.

On 19 June 2017, Guangdong Bluesea Mobile Development
Co., Ltd. (“Guangdong Bluesea”), the equity interest of
which is controlled by the Company through structured
contracts, and China National Offshore Oil Information
Technology Limited (“CNOOIT”") entered into a joint venture
agreement (the “dV Agreement”). Pursuant to the JV
Agreement, the amount of registered share capital of the
joint venture (“JV Company”) shall be RMB50,000,000
while CNOOIT shall account for a capital contribution of
RMB24,500,000 and Guangdong Bluesea shall account
for a capital contribution of RMB25,500,000.As at
31 December 2017, Guangdong Bluesea has contributed
RMB500,000 to the JV company.

for identification purpose only
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41. MAJOR NON-CASH TRANSACTION

The Group had the following major non-cash transaction
during the year ended 31 December 2017:

As set out in note 22, the intangible assets of computer
software of approximately HK$9,022,000 was contributed
by the non-controlling interests of the Group as part of
consideration for the subscription of issued share capital of
its subsidiary.

The Group had the following major non-cash transactions
during the year ended 31 December 2016:

As set out in note 38(c), part of the consideration
receivable from the disposal of HCH Investments Limited
was satisfied by a promissory note with principal amount of
HK$88,000,000.

A, FEIBEH

AEEREBE_T—tF+-_A=1+—
BIEFERNBUATEEZHRRAERS:

WANM EE22fTEL - E B E B B A
9,022,000/ 7T Jh B AN 52 B 2 JE ¥ AR A
mIE FARBENBAREEHITR
REE D RAE ©

AEERBE_T—RF+_A=1+—
BIEFERBUATERHRRERS:

oM sE38(c) P& B HCH
Investments Limited JE W~ S KB
% 3B 7N % 58 /588,000,000 JT 2 & K, =
BEE -
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42. SUBSIDIARIES 42. i1 B A A
Particulars of the principal subsidiaries at 31 December FEMBRAAR-_ZE—tF+=A
2017 are as follows: = t—HZFHRERDT
Place of
incorporation/ Nominal value of Nominal value of Percentage of
Class of registration and authorised paid up issued equity aftributable
Name of subsidiary shares held  business share capital share capital to the Company Principal activities
FRAL/FRE BARY KRR
WEARER FsROER X% EERREE BRTRAEE ERADL TEXH
Directly Indirectly
B B
ERESBHEBERAA Ordinary PRC, limited liability RMB50,000,000 RMB50,000,000 - 100%  Operation of commercial WIFI
(Note ii) company platform, provision of value-added
telecommunication services
BERAEVBERARLA  LBR PE BREARF  AR¥50000000m  ARM50,0000007 - 100% EBHEWFTEREHRLEEER
(GED) R
ERMLEHEREER Ordinary PRC, limited liabilty RMB100,000,000 RMB10,000,000 - 70%  Operation of Internet finance platform
BRAF (Note i) company business
ERMAZHERAER LaR PE BREARF  ARB100000000  ARK10,0000007 - 0% EEEHESRTREH
BRAR (W)
FEMTEEERAR Ordinary PRC, limited liability RMB50,000,000 RMB3,000,000 - 43%  Design, manufacture and sale of
(Note ii) company logistics equipment
PEMREEERLA Lak PE BREARF  AR¥50000000  ARES,0000007 - 2% MRREOR RERHE
(Hsti)
FITEELREBBLBER  Ordinary PRC, limited liability RMB30,000,000 RMB9,500,000 - 60% Operation of Internet finance platform
BAEB LA (Note i company business
AMITELeREBBLRR FRAK PE BREARF  AR¥S0000000  ARM9,5000007 - 60% EELHBLRTAZE
BERAA (i)
BENTREEEERERER  Ordinay PRC, limited liability RMB500,000 RMB150,000 - 60% Operation of Internet finance platform
/2] (Note i) company business
BMTEEEEERERER LER PE BREAAT AR 500,000 AR 150,000 - 60% SELHALRTALE
& (W)
KSZ Technology (HK) Limited Ordinary Hong Kong N/A HK$300,000 - 100%  Trading of mobile phones and tablets
KSZ Technology (HK) Limited &3 B TR 300,000 7 - 100% FHRTREWES
Milion Ace Trading (International)  Ordinary Hong Kong N/A HKS$1 = 100%  Trading of mobile phones
Limited
Million Ace Trading (international) % &% A TR 1B = 100% FHES
Limited
BEMTARRRERAR Ordinary PRC, limited liability RMB10,000,000 RMB2,500,000 L 60% Provision of IDC Services
(Note i, ii company
BMTERNRARAR EaR PE BEREARF  AR¥10000000  ARM25000007 - 60% $&IDCHRH
(PgE, i)
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42. SUBSIDIARIES (Continued) 42. B~ 7l (&

The above table lists the subsidiaries of the Company ERBUINARBIZHBRR EERE

which, in the opinion of the directors, principally affected ZEMBRARB RSB ARBME 2 EE E_

the results for the period or formed a substantial portion AFEFESENAEEEEFEZE

of the net assets of the Group. To give details of other EXH-BEFRA WHIWEMHMER
subsidiaries would, in the opinion of the directors, result in AZFEBRBSRBBRILE
particulars of excessive length.

Note: f3E -

i Subsidiaries acquired or set up during the year ended i REBE_T—XRNF+_A=+—H1
31 December 2016. Further details of acquisitions of FEKBIAIZHMBAR -BHEAK
subsidiaries are included in note 37. BB AR —SFEBRHNM T

& ©

i, Subsidiaries controlled through certain structured i. RiE B %:F%T% E;ﬂ# ([FEBHER
arrangements (“Structured Arrangements’), for details of HEHsHBAR BREEESR
the Structured Arrangements, please refer to note 43. b= R FTE48

i.  Subsidiary interests transferred to the Group during the year i. REBEEZZE—tF+-A=+—HL
ended 31 December 2017. Further details of change of FEEEREASE B AREZ -
ownership interest are included in note 37. ERBERED 2 E—THBHRM

37 °

Details of non-wholly owned subsidiaries of the Group that %ﬁiﬁ#?h%ﬁmﬁﬁlﬁiém

have material non-controlling interests NEIEEE

The table below shows details of non-wholly-owned TR EEEAEIERETNAEE

subsidiaries of the Group that have material non-controlling FEEMBRRINFIS:

interests:

Place of
Incorporation Proportion ownership interests Total comprehensive
and principal and voting rights held by loss/(income) allocated to Accumulated
Name of subsidiary place of business non-controlling interest non-controlling interests non-controlling interests
KWEAREE HRR IS FERERBHZ PREFERER
RETEEHY RERBRLRZRT AL 2EFE/ (WE)4E8 REtEERER
2017 2016 2017 2016 2017 2016

“E-tf ZT-R% ZB-tf CZEF ZB-t§f CZT%
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TAL TEL FHL TET THL
ERMARHEREEEERAR PRC 30% 30% 686 (5,705) 29,888 24578
and its sub5|d|anes
ERMA RN EREAEEERAR HE
FENBAR
EMNTERRHARAE PRC 40% 40% 12,164 (3932) 84,007 64,264
and its subsidiaries

BNTERMEARDARANBAR +E

TR REHE PRC 40% 55% 10,382 4,542 16,547 8,881
S8 RE AR D Aand its subsidiaries
RIMELLRIBA HE

SRRBERLARAMBAT
Individually immaterial subsidiaries with
non- controlhng interests

BEFERERARFEANBAR 5,845 7378
136,287 105,101
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42. SUBSIDIARIES (Continued)

Summarised financial information in respect of each of
the Group’s subsidiaries that has material non-controlling
interests is set out below. The summarised financial
information below represents amounts before intragroup
eliminations.

ERMAZENEREEE SR AT and its subsidiaries

42.

LI ENGIRE S

BREERFERERNARES B A
RIS BERBEHINMT - AT
BENMEZREEARARYHEANS
%‘E\o

ERMAZEMEREEEFTRQAAREA
MELAE

31 December 31 December

2017 2016

—E—tF ZE—REF

+t=B=+-8 +=A=+-H

HK$’000 HK$’000

THERT FAET

Current assets ROEE 96,041 87,055
Non-current assets ERBEE 34,238 33,753
Current liabilities MEEE (31,552) (23,463)
Non-current liabilities FnRBEE 4,179 (4,756)

Equity attributable to owners of RAREB AELER

the Company 64,660 68,011
Non-controlling interests FEIE 29,888 24,578

Neo Telemedia Limited P EFEEEEEFIR A A
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42. SUBSIDIARIES (continued) 42. BB A A ()
ERMANEMEREEERR AT and its subsidiaries ERMAZENEREEEERATARAE
(Continued) MEAR (&)

31 December 31 December

2017 2016
—E—+tF —E-RF
+=A=+—-8B +ZA=+—H
HK$°000 HK$'000
FET FHEIL
Revenue Wz 16,204 39,539
Expenses i (15,742) (15,954)
Profit for the year FWa M 462 23,585
Profit attributable to owners of the Company 72 A1 #E A A FE(5 % 7 2,527 16,516
(Loss)/profit attributable to the non-controlling 3F1E Rz (S (E518)
interests el (2,065) 7,069
Profit for the year FAEF 462 23,585
Other comprehensive income/(loss) RATHE AEGEM
attributable to owners of the Company 2EEH, (EE) 4,474 (3,182)
Other comprehensive income/(loss) R e PR Bt
attributable to the non-controlling interests & & i A1,/ (E18) 2,751 (1,364)
Other comprehensive income/(loss) FREMEEETF, (BE)
for the year 7,225 (4,546)
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42. SUBSIDIARIES (continued) 42. BB A A ()
ERMANEMEREEERR AT and its subsidiaries ERMAZENEREEEERATRAE
(Continued) MEAR (&)

31 December 31 December

2017 2016
—E—tF —E-RF
+=B=+—-8 +=—A=+—H
HK$°000 HK$’000
FET FAT
Total comprehensive income attributable to AN A @A ARG EE
owners of the Company W s 4858 7,001 13,334
Total comprehensive income attributable to  JF1EARIEZ E(E 2|
non-controlling interests Was 4858 686 5,705
Total comprehensive income for the year FREEBREE 7,687 19,039
Net cash (outflow)/inflow from KEREEBZRE
operating activities (i) /RAFE (24,637) 50,890
Net cash outflow from investing activities REKEZB RS MLFHE (6,468) (28,564)
Net cash inflow from financing activities REMEESH 2 RERAFRE 10,100 12,595
Net cash (outflow)/inflow Be OrRL) /RAFE (21,005) 34,921

Neo Telemedia Limited P EFEEEEEFIR A A
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42. B AR (&)
ENTERNBEERASDREHEA S

42. SUBSIDIARIES (Continued)
BEMHTERBEER D F and its subsidiaries

31 December

31 December

2017 2016
—E—+tF —E-RF
+=-—B=+—-HB +=ZA=+—H
HK$’000 HK$'000
FET FHET
Current assets MEEE 147,787 81,453
Non-current assets FRBEE 176,850 180,513
Current liabilities UEIR=RE (86,887) (57,897)
Non-current liabilities FRBEE (38,490) (43,156)
Equity attributable to owners of RAREB AELER
the Company 115,253 96,649
Non-controlling interests FEPE AR R = 84,007 64,264
31 December 31 December
2017 2016
—E—+tfF —E-RF
+=—B=+—-HB +=ZA=+—H
HK$’000 HK$'000
FERT FET
Revenue A 210,302 122,421
Expenses F (197,062) (111,247)
Profit for the year FAEF 13,240 11,174
Profit attributable to owners of the Company ZN A 71 & A 144 F 3,210 6,672
Profit attributable to the non-controlling FE 128 5 2 FE A i A
interests 10,030 4,502
Profit for the year F A F 13,240 11,174
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42. SUBSIDIARIES (continued) 42. BB A A ()
EMTHERB AR A and its subsidiaries EMNTEARANBEERATAREKE QS
(Continued) (&)

31 December 31 December

2017 2016
—E—tF ZE—RF
+=A=+-8H +=ZA=+—H
HK$’000 HK$’000
TET FAT
Other comprehensive income/(loss) RAGHE ABGEMEZE
attributable to owners of the Company Wzt (E#E) 1,882 875)
Other comprehensive income/(loss) (R AR E
attributable to the non-controlling interests ~ Y¢5,” (E518) 2,134 (574)
Other comprehensive income/(loss) FREMZEKE (BE)
for the year 4,016 (1,449)
Total comprehensive income attributable to AN A BB AEIG2E
owners of the Company s 4858 5,092 5,797
Total comprehensive income attributable to  JF1EARERE(E 2|
non-controlling interests Wk 4a%E 12,164 3,928
Total comprehensive income for the year FREEBEBE 17,256 9,725
Net cash inflow from operating activities RELEEB RSN
NERR 17,378 2,306
Net cash outflow from investing activities REFEEB 2 HER
¥ 58 (22,026) (5,018)
Net cash inflow from financing activities RERMEETH RSN
NHR 22,590 1,017
Net cash inflow/(outflow) BemrA/ CRd) 58 17,942 (1,695)
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42.

RYTERESREBASBMBRBER QT and its

subsidiaries

IIERNGIRE D

RYITERTREBHESHBBEERL
AREMELF

31 December 31 December

2017 2016
—E—tF —E-RF
t=A=+—-8 +-A=+—"H
HK$°000 HK$’000
FET FAT
Current assets REEE 68,272 21,416
Non-current assets IERBEE 2,061 1,777
Current liabilities nEBEE (27,087) (5,858)
Equity attributable to owners of the Company 72 &l# A A G 26,699 8,455
Non-controlling interests FEIZ e i 2 16,547 8,880
Revenue Wz 98,871 33,681
Expenses X (78,414) (24,435)
Profit for the year F R F 20,457 9,246
Profit attributable to owners of the company A 7l % B A FEAE i 7 10,876 4,161
Profit attributable to the non-controlling FEIE AR 25 PR A R A
interests 9,581 5,085
Other comprehensive income/(loss) RAEHE ABIGEM
attributable to owners of the Company 2wk (B8) 2,079 (477)
Other comprehensive income/(loss) FEVER R R FE (R EL A
attributable to the non-controlling interests 2@ Uz, (E#E) 1,370 (543)
Other comprehensive income/(loss) FRNHEMEZE
for the year Wz (E518) 3,449 (1,020)
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42. SUBSIDIARIES (Continued) 42. [RE A=l (@)
FYTERSREBALSAMBBEERA A and its FYTERSREHASRBBEEERL
subsidiaries (Continued) ARHEKMEB AT (F)

31 December 31 December

2017 2016
— —TRF
+=B=+—-8 +=—A=+—H
HK$’000 HK$’000
FET FAT
Total comprehensive income attributable RABHE ARIGEZE
to owners of the Company W s 4858 12,955 3,684
Total comprehensive income attributable FEVE R e FE A 2 T W e
to non-controlling interests 1B RE 10,951 4,542
Total comprehensive income for the year FALER=ZRBTE 23,906 8,226
Net cash outflow from operating activities REKEEBF RS
iAssbeE- (1,658) (5,770)
Net cash outflow from investing activities REREGH RS
R (165) (669)
Net cash inflow from financing activities REBMETH RS
MAERR 1,974 -
Net cash inflow/(outflow) BeEmA/ (RL) FE 151 (6,439)
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43. STRUCTURED ARRANGEMENTS

The Group has several operating entities controlled
through contractual arrangements in Hughes China Group,
CERNET Wifi Group and Bluesea Mobile Group (collectively,
the “Contractual Arrangements”).

HUGHES CHINA GROUP

Particulars and main business of the
operating entity

IR AERMS RGBT RMAER 2 A (Beijing China
Satcom Unified Network Systems Technology Co., Ltd)
(“BUN”") is a limited liability company established under the
laws of the PRC and is owned by three individuals namely
Mr. ZHU Mao Wei ( K% 1) (79%), Mr. HONG Cheng Dao
(ERKIE) (15%) and Mr. LIU Wan (2I82) (6%) (hereinafter
collectively referred to as the “BUN Shareholders”). BUN is
controlled by the Group through HughesNet China Co., Ltd
(“HNC”) by way of certain structured contracts in relation
to controlling the BUN by HNC (the “HCH Structured
Contracts”). BUN is principally engaged in the business of
VSAT communications.

Major terms of the HCH Structured
Contracts

a)  Promissory notes

On 5 March 2010, the BUN Shareholders issued
three promissory notes with a total amount of
USD1,400,000 to China UnifiedNet Holdings Limited
(“China UnifiedNet”) which were then assigned
to Hughes UnifiedNet Holding (China) Company
Limited, the immediate holding company of HNC.
The promissory notes are zero coupon notes with a
nominal interest rate of 5% per annum and a term of
10 years.

b)  Power of attorney

The BUN Shareholders executed an irrevocable
power of attorney which enables HNC to exercise all
the powers of the shareholders of BUN.

3. ‘BB IE L HE

AEBBETREERNEBANTY
ZHRAE P EEE BEREREE R
FEBEEE (5l [REEaNRE]) -

PR Hf Bl &R E
REERPHEBRIERER

ERFHEBEERGERMER A
(T REE|) B —BREPBEEEK
YZAEBREERR Ad=RAL A
RICB I A (79%)  HEAB %K 4+ (15%) &
Bt 0% (A THRBIEREER
RDBEA - EREBRSANEEEBIRE
WMERMARAR (MREHEZFER])
VAR T 75 68 e R H7 48 4% o B 422 il 48 SR EE
BEBUESHN(HCHEBEEH])
77 AE S - 4 R = B FVSAT A
EEIHR

HCHERBME A M Z EEHR

a) HAEEE
R-ZZE—ZFTF=ZARA IRE
BARER A R BRI AR B BR A A
((PEEBBET=-—HRBRLEAR
1,400,000E L 2 A AL EE - H 2
EEEE T IRETEBIER (PE)
BRAR (KRETRGBTHER BEEE
AT ZEAAERATEE
B HEEEFFER% RFHA
104F ©

b) REXMF
EREBRREZ —HTARE
IR BRI BAHEITE
ItREBRRZFAERES -

Annual Report 2017 —E—t £ £ 3]



Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

43. STRUCTURED ARRANGEMENTS

(Continued)

HUGHES CHINA GROUP (Continued)

Major terms of the HCH Structured
Contracts (Continued)

o),

a)

Exclusive call option agreement

The BUN Shareholders irrevocably and without
any additional conditions grant an exclusive option
to HNC under which HNC shall have the right to
require the BUN Shareholders to transfer the BUN
Shareholders’ equity interest in BUN on demand to
HNC or its designated entity or individual.

Exclusive consulting, technical services and
equipment supply agreement

HNC shall serve as the exclusive provider of
service to BUN, to provide a variety of consulting
and technical support services to BUN for its
business, including in the areas of business strategy,
management, marketing, operations, technology,
procurement, contracting, back office support,
and technical support. HNC shall also serve as the
exclusive provider of satellite commmunications system
equipment, customer premises equipment and other
equipment to BUN and customers of BUN.

In return for the provision of various exclusive
consulting and technical services, as well as the
satellite communications system equipment, BUN
shall pay HNC a monthly service fee equivalent to
the monthly gross revenue of BUN less any VAT or
service taxes payable.

Equity pledge agreement

The BUN Shareholders agreed to pledge all equity
interests in BUN to HNC as a security for the BUN
Shareholders’ and BUN’s performance of their
obligations under the aforesaid agreements.

Neo Telemedia Limited FE I EEEBE R A
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% 18 58 R S B SRR AR A DA ST
HEG BELERR TR &
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BUARBEBERRREZER
16 5B 38 R S A5 O B 48 4% mp B AE
FRUEREBRE ABRKARERE
MIBERIMER < REAE -

BB %
IEREBRBIRRAZEER RS
P BEERIEREBP B R
1R R EEBCR Rt RIE R
BUIRENR LR BHETOEELZ
R o



Notes to the Consolidated Financial Statements

re M RAERME

For the year ended 31 December 2017 g E —E—+E+ = H=+—HIFFF

43. STRUCTURED ARRANGEMENTS

(Continued)

HUGHES CHINA GROUP (Continued)

Significance of business of BUN to the
Group

The HCH Structured Contracts enabled the Group to enter
into the broadband satellite communication business and
enhance the Group’s development in the value-added
telecommunication services.

CERNET WIFI GROUP

Particulars and main business of the
operating entities

AT Net Company

I RKX—2BRHLBR QA (A1 Net Technology Company
Limited®) (“A1 Net Company”) is a limited liability company
established under the laws of the PRC and is owned by
Mr. Lian Xin (48%7) (2%) and Mr. Zhang Xiaosong ( 3R &z
) (98%) (hereinafter collectively referred to as “A1 Net
Shareholders”). A1 Net Company is controlled by A 7 &
B ORY) @B BERMAR QAT (“Zhongxin”) by way
of certain structured contracts (the “CERNET Structured
Contracts”). A1 Net Company is principally engaged in
investment holding.

*for identification purpose only

3. AEBIEL T ()

KEAPEER (&)

LtREBEZEHHEAEEZE
it

HCHEB A ML A EEEARHE
EREEBREPRARAEEMLEE
AR -

EEESEEER
BERROHEREEES

A —2 AL Al

ERX-—EEBMXBERAB ([R—%
BAFREBFBEAERILZAR
R A) - 3 HBRGET 5E AE (2%) KSR BER SE A
(98%) (AT #ifE [ R — MK R ) %
BeX—&MARATHER ORI B
MBERMARAB ([FHDAET
EEEAN(REASBESNNT
AEH R—EWELRTERETREE

Bt e

* EREE
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43. STRUCTURED ARRANGEMENTS 43, #EEMZHE )

(Continued)

CERNET WIFI GROUP (Continued)

Particulars and main business of the
operating entities (Continued)

CERNET Wifi

BERESRPEMR(ALR)BR AT (CERNET W ifi
Technology (Beijing) Company Limited”) (“CERNET Wifi")
is a limited liability company established under the laws
of the PRC. CERNET Wifi is owned as to 75% by A1
Net Company and 25% by Ef1&EBR A a (CERNET
Investment Company Limited®) (‘CERNET Investment”)
respectively. CERNET Wifi is principally engaged in
computer, software and associated equipment sales,
technology development, transfer, consultancy and
computer system services. CERNET Wifi has entered
into asset leasehold and cooperation contracts with
CERNET pursuant to which CERNET Wifi is entitled to
the economic benefits generated by the assets owned
by CERNET in relation to the personal broadband access
services connecting the higher educational institutions of
the PRC and the related internet content and value-added
telecommunication services (the “Personal Broadband
Access Services”). CERNET Wifi has obtained an Internet
service provider license which enables it to be an Internet
service provider in the PRC.

Major terms of the CERNET Structured
Contracts

a)  \VWoting agreement

The A1 Net Shareholders irrevocably agree to
authorise individuals as designated by Zhongxin to
exercise rights of shareholders of A1 Net Company
including voting rights, nomination and appointment
rights in legal representative, chairman of the board,
general manager and other senior management of A1
Net Company.

*for identification purpose only
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ENESREZER (@)

REABNFBRIERD
(%)

EMBABERE (L) BRAR ([#
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 EZ —=F

43. STRUCTURED ARRANGEMENTS

(Continued)

CERNET WIFI GROUP (Continued)

Major terms of the CERNET Structured
Contracts (Continued)

b)

d)

Exclusive call option agreement

The A1 Net Shareholders irrevocably grant an
exclusive option to Zhongxin under which Zhongxin
or its designated entity or individual shall have
the right to acquire the equity interest of A1 Net
Company.

Exclusive business operating agreement

Zhongxin shall serve as the exclusive provider of
service to A1 Net Company, to provide a variety of
consulting and technical support services to A1 Net
Company for its business, including in the areas
of business strategy, management, computer and
information technology, website maintenance, staff
training, customer services, and technical support.

In return for the provision of various exclusive
consulting and technical services, A1 Net Company
shall pay Zhongxin a service fee as determined by
Zhongxin.

Equity pledge agreement (Continued)

The A1 Net Shareholders agreed to pledge all
equity interests in A1 Net Company to Zhongxin as
a security for the A1 Net Shareholders’ and A1 Net
Company’s performance of their obligations under
the aforesaid agreements.

Significance of business of CERNET Wifi to the
Group

The CERNET Structured Contracts enabled the
Group to enter into the business in the Personal
Broadband Access Services connecting the higher
educational institutions of the PRC and the related
internet content and value-added telecommunication
services.
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For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

43. STRUCTURED ARRANGEMENTS 43, #EEMZHE )

(Continued)

BLUESEA MOBILE GROUP

Particulars and main business of the
operating entities

BB e 3 R B R A A (Bluesea Mobile Development
Limited”) (“Bluesea Mobile”) is a limited liability company
established under the laws of the PRC and is owned by
Ms. Ye Weiping (/&) (95%) and Mr. Xu Gang (&)
(5%) (hereinafter collectively referred to as “Bluesea Mobile
Shareholders”). Bluesea Mobile is controlled by FF #1&
B ORI BB AR AR by way of certain structured
contracts (the “Bluesea Mobile Structured Contracts”).
Bluesea Mobile is principally engaged in provision of
value-added telecommunication services. Bluesea Mobile
has obtained an Internet content provider license which
enables it to be an Internet content provider in the PRC.

Major terms of the Bluesea Mobile
Structured Contracts

a)  Equity and Voting agreement

The Bluesea Mobile Shareholders shall irrevocably
grant to the F¥TER ORY) BEBEBR QA or
the person as designated by the FEFER CFEII)
4RI AR AT an exclusive option to purchase,
subject to and as permitted by PRC laws, their entire
equity interest in Bluesea CMobile by way of one
or more times of exercise of the option at any time,
at an option price which is nil or nominal, or the
minimum price permitted by PRC laws. In addition,
the Bluesea Mobile Shareholders shall in attending to
the management of and exercising his shareholder’s
right in Bluesea Mobile, seek and follow the
instructions of the FITER (R BEBHEBRA
al.

*for identification purpose only
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Notes to the Consolidated Financial Statements

re M RAERME

For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

43. STRUCTURED ARRANGEMENTS 43. BB L )

(Continued)

BLUESEA MOBILE GROUP (Continued) HEBRBER (®)

Major terms of the Bluesea Mobile HBRHEEESHNZEER

Structured Contracts (Continued) ()

b)  Exclusive service agreement b) BRRE wiE
Bluesea Mobile shall engage the ¥ &R CHRII) 48 FAEATBHIEEERFTER ORI
R ABR A 7] as its exclusive service provider. The HHEBEEBER AR ABEBERRE
FETER ORY) BERHEBR AT shall provide to RE@m-FFER ORYDBER
Bluesea Mobile technology support, business support RERRARBRAEEZEHIRES
and relevant consultancy services that relate to the RSB ES 2 i %75
business of Bluesea Mobile including but not limited X R ARY  BEETR
to (i) license to Bluesea Mobile the right to use the ROBRBEEESEH  EBTER
intellectual property rights (including but not limited BEBHRTHHER ORI)E
to patent, trade mark and copyright) owned by the BRI ARAGMES 2 MHEE
RETER ORI MR B R A R according to #(BEETENERN R KR
the business needs of Bluesea Mobile; (i) develop, M) ZERRE: (NFEE HELE
maintain and update the relevant software required EER  EGER AR
by the business of Bluesea Mobile; (i) purchase and T (iREBEERHEELREE
rent or obtain the right to use on behalf of Bluesea S EMFERE C EBAE
Mobile machinery equipment, storage space, related BEREB HETEH RETERE
software and other software facilities required by the fth B AR M 2 R (iv) R R BY
business of Bluesea Mobile; (iv) provide to Bluesea BREMEEREIRHEERMm
Mobile professional technical personnel and provide ABWREEREEI: (V) B
training to them on behalf of Bluesea Mobile; (v) assist BBV HRERIAREBEEYE
Bluesea Mobile to collect and research technology B 2 B v BB B AT
that is relevant to the business of Bluesea Mobile; (vi) REEURSVHEBKLE LS
advise on matters relating to the business operations ERHER YMESBHREMHEE
of Bluesea Mobile raised by Bluesea Mobile, and TEHERE R TS & R R (vil) 1R
provide to Bluesea Mobile business promotion and BEEBRH CERWKEHINER
market sales services; and (vi)) according to the (FINBEXRBBEERRABIRE -
request of Bluesea Mobile and with the consent of MESYHIREBEEE B8 %
the FETEMR ORI BAEEFHAR AT, provide to B HMEBRERRRE-

Bluesea Mobile other recommendations and services
relating to the business of Bluesea Mobile.

Annual Report 2017 —E—t £ £ 3] @



Notes to the Consolidated Financial Statements

o & T R R M A

For the year ended 31 December 2017 g7 —F—+#+=H=+—HIF FF

43. STRUCTURED ARRANGEMENTS 43. BT

(Continued)

BLUESEA MOBILE GROUP (Continued) HeEBBERE (&)

Major terms of the Bluesea Mobile HEBRHEEESHNZEER

Structured Contracts (Continued) = (&)

c)  Equity pledge agreement c) REEFGE
Bluesea Mobile Shareholders shall pledge all their FERERR KM ETER ORII)
equity interest in Bluesea Mobile to T #T &8 CGxEII) PERRARQBEHERES
MBI AR A A to guarantee, the performance BBz bl AERTIIME
of all the obligations of (i) Bluesea Mobile under the EEERET () BIERBNBRAR
Exclusive Service Agreement, (i) Bluesea Mobile BE TN ZABET ()EEHE
Shareholders and Bluesea Mobile under the Equity & RN SRR E R ERE
Voting Agreement. METZFIBEE-

REVENUE AND ASSETS SUBJECT TO EHNZHEZREREE

THE CONTRACTUAL ARRANGEMENTS

The revenue and total assets subject to the Contractual BHEPRFT 2 W KB EEFHTIWT

Arrangements, in aggregate, are set out below:

Year ended 31 December

BE+-A=t—HLHEE

2017 2016
—E—+tF ZE-RF

HK$’000 HK$’000

FHExT FAT

Revenue Wz 416,497 308,809
Net Profit Fail 21,899 44,223

As at 31 December

R+=—A=+—H
2017 2016
—E—+tF ZE-RF
HK$’000 HK$’000
FET FHET
Total assets REE 1,579,065 1,199,623

@ Neo Telemedia Limited FE I EEEBE R A
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For the year ended 31 December 2017 g7 —F—+F+—=H=+—HIF FF

43. STRUCTURED ARRANGEMENTS

(Continued)

REASONS FOR USING AND
RISKS ASSOCIATED WITH THE
CONTRACTUAL ARRANGEMENTS

Under the prevailing laws and regulations in the PRC,
companies with foreign ownership are restricted
from engaging in the provision of value-added
telecommunication services and manufacturing of
telecommunication system equipment for satellites
business in the PRC. As such, the Company relies on
BUN, CERNET Wifi and Bluesea Mobile (“OPCOs”
and each an “OPCQ”) to conduct certain parts of the
Group’s businesses in the PRC. The Company manages
to maintain an effective control over the financial and
operational policies of the OPCOs through the Contractual
Arrangements which effectively transfer the economic
benefits and pass the risks associated therewith of the
OPCO to the Company, and as a result, the OPCOs
have been consolidated as subsidiaries of the Group.
The Board wishes to emphasise that the Group relies
on the Contractual Arrangements to control and obtain
the economic benefits from the OPCOs, which may not
be as effective in providing operational control as direct
ownership. The Company may have to rely on the PRC
legal system to enforce the Contractual Arrangements,
which remedies may be less effective than those in
other developed jurisdictions. Any conflicts of interest or
deterioration of the relationship between the registered
holders of the equity interest in the OPCOs and our Group
may materially and adversely affect the overall business
operations of the Group. The pricing arrangement under
the Contractual Arrangements may be challenged by the
PRC tax authority. If the Group chooses to exercise the
option to acquire all or part of the equity interests in any of
the OPCOs under the respective option agreements under
the Contractual Arrangements, substantial amount of costs
and time may be involved in transferring the ownership of
the relevant OPCO held by its registered holder(s) to the
subsidiaries equity-owned by the Company. There can
be no assurance that the interpretation of the Contractual
Arrangements by the PRC legal advisers to the Company
is in line with the interpretation of the PRC governmental

3. AEBIEL T ()
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43. STRUCTURED ARRANGEMENTS 43, #EEMZHE )

(Continued)

REASONS FOR USING AND
RISKS ASSOCIATED WITH THE
CONTRACTUAL ARRANGEMENTS
(Continued)

authorities and that the Contractual Arrangements will not
be considered by such PRC governmental authorities and
courts to be in violation of the PRC laws. In addition, the
PRC governmental authorities may in the future interpret
or issue laws, regulations or policies that result in the
Contractual Arrangements being deemed to be in violation
of the then prevailing PRC laws. Despite the above, as
advised by the PRC legal advisers to the Company, the
Contractual Arrangements are in compliance with and, to
the extent governed by the PRC laws currently in force, are
enforceable under, the current PRC laws. The Company
will monitor the relevant PRC laws and regulations relevant
to the Contractual Arrangements and will take all necessary
actions to protect the Company’s interest in the OPCOs.

MATERIAL CHANGES

Save as disclosed above, as at the date of this report,
there has not been any material change in the Contractual
Arrangements and/or the circumstances under which they
were adopted.

UNWINDING OF THE STRUCTURED
ARRANGEMENTS

Other than that disclosed in note 38, up to the date of this
report, there has not been any unwinding of any Structured
Arrangements, nor has there been any failure to unwind
any Structured Arrangements when the restrictions that
led to the adoption of the Structured Arrangements are
removed.

Neo Telemedia Limited FE I EEEBE R A
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44. STATEMENT OF FINANCIAL POSITION 44, B & Ak &

31 December 31 December
2017 2016
—E—+tfF —E-RF
+=A=+—-H +=—A=+—H”
HK$’000 HK$'000
FET FET
Non-current assets FREBEE
Property, plant and equipment ME BB NEE 280 337
Investment in subsidiaries REB AR ZIRE - 22,177
Note receivable e E 1% 67,692 —
67,972 22,514
Current assets REBEE
Prepayments, deposits and other receivables TEfT B ~ &€ Kk H Atb &
WeskIR 639 618
Promissory note AR - 65,200
Amounts due from subsidiaries JE W BT /28 A B 5k IB 1,256,034 1,311,691
Cash and cash equivalents ReRIREEBY 8,107 2,025
1,264,780 1,379,534
Current liabilities REBEE
Other payables and accruals H fth B A 3008 R B AT RUE 3,515 2,574
Amounts due to subsidiaries LR NG E =] 1,723 1,063
5,238 3,637
Net current assets REEEFE 1,259,542 1,375,897
Net assets BEEZRE 1,327,514 1,398,411
Capital and reserves BEXR#E
Share capital [ 952,884 952,884
Reserves (Note) R (BsE) 374,630 445,527
Total equity EREE 1,327,514 1,398,411
The financial statements were approved and authorized MBmEN T N\F=ZA=-+tAE
for issue by the board of directors on 27 March 2018 and EESHERRETE YR TINES
signed on behalf by: REFEE:
CHEUNG Sing Tai ZHANG Xinyu
RER RHFF
DIRECTOR DIRECTOR
EE EZE
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44, STATEMENT OF FINANCIAL POSITION

(Continued)

Note:

The movements of the reserves are as follows:

44, BI AR R (@)

Wi :

BEZDERDT

Share options Convertible Accumulated
Share premium reserve notes reserve losses Total
TRRER
R EE BRERE 1 2 ER o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T TE T
At 1 January 2016 RZE-"E-A-H 1,832,493 15,040 7,131 (1,436,610) 418,054
Total comprehensive income for the year  FRZARAEER - - - 27,473 27,473
Early redemption of convertible notes REBRTARER - - (719) 713 S
Release of reserve upon maturity of R R I H
convertible notes B E - - (6,418) 6,418 —
At 31 December 2016 and 1 January 2017 R=S—~F
TZA=+-Hk
“Z—-t#-f-AH 1,832,493 15,040 - (1,402,006) 445,527
Total comprehensive loss for the year FRZEBELE - - - (34,687) (34,687)
Final dividend for 2016 “E-AERERE (36,210) = = - (36,210}
At 31 December 2017 i S 3
+-A=1+-H 1,796,283 15,040 - (1,436,693) 374,630

Neo Telemedia Limited FE I EEEBE R A



Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 EZ —=F

45. CONNECTED AND RELATED PARTY
TRANSACTIONS

Save as disclosed elsewhere in the consolidated financial
statements, the Group entered into the following material
transaction with connected and related parties during the
years ended 31 December 2016 and 2017.

(a)

(b)

(c)

COMPENSATION OF KEY
MANAGEMENT PERSONNEL

The remuneration of directors and key executives
was stated in Notes 14 and 15, which is determined
by the remuneration committee having regard to the
performance of individual and market trends.

CONSULTANCY SERVICE

During the year ended 31 December 2017, the
Group had entered into a consultancy service
agreement with a company owned by the spouse
of Mr. CHEUNG Sing Tai, an executive Director of
the Company and paid consultancy service fee of
approximately HK$644,000.

ACQUISITION OF PROPERTY,
PLANT AND EQUIPMENT

EREEEEEREABR QA (the “Purchaser A”),
a wholly-owned subsidiary of the Company, and
IR gERE AR QA (the “Vendor”) entered
into the property acquisition agreements on 8 April
2016, pursuant to which the Purchaser had agreed
to purchase and the Vendor had agreed to sell the
ten office units, namely room 1403, room 1404,
room 1501, room 1502, room 1503, room 1504,
room 1601, room 1602, room 1603 and room
1604 of Block 3, located at Smart City, No. 1 Zhi
Hui Road, Chan Cheng District, Foshan, the PRC
at the aggregate consideration of RMB62,020,620
(equivalent to approximately HK$74,424,744). The
consideration of RMB62,020,620 (equivalent to
approximately HK$74,424,744) were paid to the
Vendor and the acquisition was completed during the
year ended 31 December 2016.
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46. RECONCILIATION OF LIABILITIES 46. MEREMES 2 BEY
ARISING FROM FINANCING ACTIVITIES AR
The table below details changes in the Group’s liabilities TERAENSBERMEZMEEARBE
arising from financing activities, including both cash BE BiERSRIEBRSEH -BE
and non-cash changes. Liabilities arising from financing EBRELECBE AR S RE SRR
activities are those for which cash flows were, or future ReRENAEBGEARERERSE
cash flows will be, classified in the Group’s consolidated AREBMEETDHEEREZAE
statement of cash flow as cash flows from financing
activities.
Bank
borrowings
(Note 33)
RITHER
( FFEE33)
HK$ 000
FAT
At 1 January 2017 RZE—+tF—H—H 55,897
Changes from financing cash flows RERCREZH
Bank borrowings raised S8 VIRITIER 152,780
Repayment of bank borrowings EERITER (96,390)
Interest paid BRI E (3,884)
Total changes from financing cash flows BERSMELEETE 52,506
Finance costs (Note 10) AMEKA (MEE10) 3,884
Exchange realignment PE 5 32 7,513
At 31 December 2017 R-ZF—tH+=-A=+—H 119,800
47. CONTINGENT LIABILITIES 47. HAREE
The Group did not have any material contingent liabilities RZE—+tF+_A=1+—H Xx&5H
as at 31 December 2017. WEEMERKAEE-
48. APPROVAL FOR CONSOLIDATED 48. BL/ELRE I G HRER
FINANCIAL STATEMENTS
The consolidated financial statements were approved and REMBBRRITAEEEN 22— \F
authorised for issue by the board of directors on 27 March ZA- T EHERIRERE-
2018.

Neo Telemedia Limited FE I EEEBE R A



The following is a summary of the published consolidated results

Financial Summary

B =

ATRAEEDNEZHEEERE I

i
-

and of the assets and liabilities of the Group: BRE:
RESULTS e
12 months 12 months 12 months 12 months 18 months
ended ended ended ended ended
31 December 31 December 31 December 31 December 31 December
2017 2016 2015 2014 2013
“Z2-tf CZZ-RX —Z-n%f  E-@mF C—ET-=F
+=HR +=A +=A T+=A +=A
S =+-A =+-—H =+-H =+-H
IE+=MA =R  k+=f@A E+=f@A IE+N\EAR
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
T Tt FEx T Tz
Turnover e 1,214,772 2,513,845 1,914,902 34,550 61,067
Cost of sales HEMA (981,079)  (2,290,382) (1,813,983 (23,628) (29,900)
Gross profit EH 233,693 223,463 100,919 10,922 31,167
Other income and gains H A Rz 28,876 19,873 537 755 20,528
Selling and marketing costs HERMSEERK (29,631) (15,540) (18,775) (2,718) (5,270)
Administrative and other expenses ~ 1THU R E 4t & (161,271) (108,874) (87,695) (118,345) (124,706)
Gain on disposal of subsidiaries HERBAR W 8,960 143,229 S = =
Impairment loss recognised in HEBRRAZAEEE
respect of goodwill - - - (254,966) (301,997)
Net loss on de-consolidation of BB A AR —fH
a subsidiary MELRzEEFE - - = (174,024) =
Changes in fair value of contingent  FEff sk AR B2
consideration payable NEEES (5,650) (6,029) - = 93,587
Impairment loss recognised REVEERR
in respect of intangible asset REER - - (6,378) (84,802) (23,769)
Impairment loss recognised in RALZERER
respect of promissory note AEER - (22,800) = = =
Impairment loss recognised in HEFHRIRTER
respect of trade receivables REEE (3,260) = = = =
Change in fair value of derivative ~ $TASREEZ
financial assets LFEES - - = (711) (5,495)
Share of loss of an associate il i NG - - - - (335)
Share of results of joint venture BE-MagbsxiE (106) - - - -
Profit/(loss) from operation REEREF/ (BB) 71,611 233,322 (11,392) (623,889) (316,290)
Finance costs BEKA (3,884) (10,356) (24,541) (23,373) (11,986)
Profit/(loss) before taxation BRE AR (B18) 67,727 222,966 (35,933) (647,262) (328,276)
Income tax (expense)/credit R (AX) /8% (14,667 (20,779) (8,322) 14,770 2,758
Net profit/(loss) for the year/period £,/ #REFI,/ (E518)
FE 53,060 202,187 (44,255) (632,492) (325,518)

Annual Report 2017 —E—t £ £ 3]



Financial Summary

B 1 =

At 31 December At 30 June

R+-A=+—H RANA=1H

2017 2016 2015 2014 2013

—E-tf TR C—ET-RF —Z-NE —T-=F

HK$’'000 HK$'000 HK$'000 HK$'000 HK$'000

TET AT AT AT FET

Non-current assets FRBEE 1,190,488 926,859 345,487 99,259 628,598
Current assets MEEE 1,314,976 925,941 1,384,081 48,516 114,890
Current liabilties nBBRE (792,892) (206,993) (373,971) (95,272) (58,318)
Net current assets/(liabilities) RBEE/ (BFE)FE 522,084 718,948 1,010,110 (46,756) 56,572
Non-current liabilities ERBERE (65,830) (98,300) (36,737) (155,572) (183,606)
Net assets/(liabilties) BE/ (8B FE 1,646,742 1,547,507 1,318,860 (103,069) 501,564

Neo Telemedia Limited FE I EEEBE R A



™

I |

ELEMEDIA
hEFBIE%EE




	Cover
	Characteristics of GEM of the Stock Exchange of Hong Kong Limited (the “Exchange”)
	Contents
	Corporate Information
	Chairman’s Statement
	Biographies of Directors
	Report of the Directors
	Corporate Governance Report
	Environmental, Social and Governance Report
	Independent Auditors’ Report
	Consolidated Statement of Profit or Loss and Other Comprehensive Income
	Consolidated Statement of Financial Position
	Consolidated Statement of Changes in Equity
	Consolidated Statement of Cash Flows
	Notes to the Consolidated Financial Statements
	Financial Summary
	Back Cover



